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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-384 (Final)

NITRILE RUBBER FROM JAPAN

Determination

On the basis of the record 1/ developed in the subject investigation, 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 United States is materially
injured by reason of imports from Japan of nitrile rubber, 3/ provided for in
item 446.15 of the Tariff Schedules of the United States, that have been found
by the Department of Commerce to be sold in the United States At less than

fair value (LTFV).

Background

The Commission instituted this investigation effective February 12, 1988,
following a preliminary determination by the Department of Commerce that
imports of nitrile rubber from Japan were being sold at LTFV within the
meaning of section 731 of the Act (19 U.S.C. § 1673). Notice of the
institution of the Commission’s investigation and of the public hearing to be
held in connection therewith was given by posting copies of the notice in the
office of the Secretary, U.S. International Trade Commission, Washington, DC,

and by publishing the notice in the Federal Register of March 2, 1988 (53 F.R.

6710). The hearing was held in Washington, DC, on May 3, 1988, and all
persons who requested the opportunity were permitted to appear in person or by

counsel.

1/ The record is defined in sec. 207. 2(1) of the Commission s'Rules of
Practice and Procedure (19 CFR § 207.2(1)).

2/ Chairman Liebeler dissenting.

3/ The product covered by this investigation is nitrile rubber, not containing
fillers, pigments, or rubber processing chemicals. For purposes of this
investigation, nitrile rubber refers to the synthetic rubber that is made from
the polymerization of butadiene and acrylonitrile and that does not contain
any type of additive or compounding ingredient having a function in
processing, vulcanization, or end use of the product.






VIEWS OF VICE CHAIRMAN BRUNSDALE, AND -
COMMISSIONERS ECKES, LODWICK, ROHR, AND CASS

We determine that an industry in.the United States is materially injurgd
by reason of imports of nitrile rubber from Japan that were sold at

less-than-fair-value (LTFV). l/-

Like Product and the Doﬁestic Industry

As a threshold inquiry'iﬁ this investigaticﬁ, the Commission must
determine the relevant domestic inddstry. Secfion 771(4)(A) of the Tariff Act
of 1930 defines the term '"industry"” és'the "domestic producers as a whole of a
like product. . . ." 2/ "Like product’ is défined as "a ppoduct which is
like, or in the absence of like, most éimil#r in characteristics and uses
lwi£h, the article subject to‘an investigatibn. " 3/

In consédering like préduct questions, the Coﬁmission typically examines
the following factors: (15 physicadl charécteristics and uses, (2)
interchangeability, f3) channels of diétribution: (4) common manufacturing

facilities and production employees, and (5) customer or producer

. 4/
perceptions. —

1/ Chairman Liebeler makes a negative determination. See her Dissenting
Views, infra. .

2/ 19 U.S.C. § 1677(4)(A).
3/ ° 19 U.S.C.-§ 1677(10).

4/ See, e.g., Color Picture Tubes from Canada, Japan, the Republic of
Korea, and Singapore, Invs. Nos. 731-TA-367 through 370 (Final), USITC
Pub. 2046 (December 1987); Certain Stainless Steel Butt-Weld Pipe
Fittings from Japan, Inv. No. /31-TA-376 (Final), USITC Pub. 2067 (March
1988).



The imported article subject to this investigation is nitrile rubber.
Nitrile rubber is butadiene acrlenitrile copolymer synthetic rubber not
containing fillers, pigments, or rubber-processing chemicals, currently .
provided for under TSUSA item 446.1511. 3/ Niﬁrile rubber isltharacterized
by a high degree of resistance to petroleum chemicéls (i.e., oils, fats, . and
solvents) and by superior flexibility at 1ow»témpe;atures. Consequently, it
is used in produgts where such characteristics are-désirable, such as
adhesives, footwear, wire and cable insulators, industrigl belts and hoses,
automotive seals and gaskets, and oil dfil;ingvequipmeng. é/

All nitrile rubber is a cééqumer of acrylonitrile and butadiene, énd all
nitrile crubber serves the same geﬁeral purpose (albeit with'different specific
end applipations), i.e., providing.rgsistance to petroleum chemicais thle
maintaining flexibility ét iqw tenperatures. Variations in ﬁcrylonitrile
content merely enhance one of these general éroéeréies;‘l/

Both domestic and foreign nitrile rubber of all grades have similar

5/ Commerce Department Final Determination of Sales at Less Than Fair
Value, 53 Fed. Reg. 15436 (April 29, 1988).

6/ Before it can be used in such products, however, it must be further
processed, e.g., infused or compounded with other ingredients, shaped,
and/or vulcanized. A detailed description of the production process and
end uses of nitrile rubber is included in the Staff Report to the
Commission (Report) at A-2 through A-4.

1/ The imported product includes low, medium, and high grade nitrile rubber
and competes with the domestic product in each of these three product
subgroups. 1Id. at A-4-5. The relatively small amount (about 30 percent
of both the imported and domestic product) that is represented by low or
high grade nitrile rubber is not, for the most part, interchangeable
with the medium grade product. :



channels of distribution. 8/ Vittualiy all of the Japanese-produced nitrile
rubber is imported into the United States by an unrelated party and
subsequently sold to an uﬁrelated éhemical‘érbdpcts distributor, whichlin tufﬁ
sells it to processors. £ Most of the U;S.—ptoducéd nitrile tubber is
likewise sold directly to rubber processors or consumed intérnally b} the |
domestic pcoduceré. 10
Producers use common manufacturing equipment and production empld&ees to
manufacture all nitrile fﬁbber, regardless of acrylonitrile content. WNo
special equipment is needed to produce different grades of nitrile
rubber. 11/
Customgrs purchase nitrile_rubbec-(of botﬁ domestic and foreign origin)
in different gbades depending upon their own, or their customer's, need for a
nitrilg rubbér product having specific chémical resistance or flexibility
qualities associated with that grade. 12/
In the preLiminary determination, the Commissioﬁ determined there was one

like product, nitrile rubber, regardless of acrylonitrile content, that does

not contain_any kind of additive or'compounding ingredient having a function

8/ Id. at A-S.

9/  1d. at A-S.

10/ Id. The distributor of the Japanese product sells to the‘same type of
firms in the distribution chain as do the domestic producers.

11/ 1d. at A-5.

12/ Id. at A-4.



in the.processing, vuleanization, or end-use of the product. 13/ We see no

reason to alter this like product definition, and, accordingly, define the

like product to be all nitrile rubber, regardless of acrylonitrile content,

excluding nitrile rgbber products that con@ain aqditives, rubber processing
chemicals, or other material that is used for functions beyond the
copolymerizatioﬁ of acrylonitrile and butadiene. 14/ We further determine
that there is one domestic industry which is.comgosed of the domestic

producers of this like product. 15/

13/ Nitrile Rubber from Japan, Inv. No. 731-TA-384 (Preliminary), USITC Pub.

2027 at 6 (October 1987). Petitioner proposed a like product definition
.that would include all nitrile rubber regardless of its acrylonitrile
content, but would’ exclude nitrile rubber products that contain
additives or compounding 1ngred1ents in addition to acrylonitrile and

. butadiene. Respondent Nippon Zeon Co., Ltd. (Nippon Zeon) did not
contest this definition of the like product in this final

investigation. 1In the preliminary investigation, Nippon Zeon argued
that this like product definition is too narrow, because it allegedly
excludes so-called specialty nitrile rubbers. Respondent's
Post-Conference Brief at 13-14. We rejected this view in the
preliminary determination, and Nlppon Zeon has not raised the issue in
this final investigation. Nelther party suggests that other types of
rubber (e.g., neoprene, acrylate, or fluorocarbon) should be con51dered
‘part of the like product definition.

14/ Minor variations in an essentially similar product provide an
insufficient basis for defining separate like products. See, e.g.,
Operators for Jalousie and Awning Windows from El Salvador, Invs. Nos.
701-TA-272 and 731-TA-319 (Final), USITC Pub. 1934 at 4 n.4 (January
1987); Certain Lightweight Polyester Filament Fabric from the Republic
of Korea, Inv. No. 731-TA-119 (Final), USITC Pub. 1457 (December 1983).
In the present case, the different grades of nitrile rubber are minor

variations in an essentially similar product, and do not provide a basis
for finding separate like products.

]r—‘
v
~

These producers arc petitioner Uniroyal Chemical Co., Inc., The Goodyear
Tire & Rubber Co., BFGoodrich Co., and Copolymer Rubber, Inc. Report at
A-8.



Condition of the domestic industry

In determiningtthe condition .of the domestie industry, the Commission
considers, émonngther factors;.démestic consumption, production, capacity,
capacity utilization,'shipménts, inventofies, emﬁlo&mént, and financial
performance. 18/ ‘The performance of the industry reflected in these
indicators during the period of investigation leads us to conclude that the
domestic industry is.materially injured. ll/

The quantity of appaféﬂt consumption of nitrile rubber in the United
States declined by 4.6 .percent from 1984 to 1987; by value,. the decline was
15.0 percent} lgl

U.S.-productionvof:nitrilé rubber fell from 132.7 m;}lion pognds in 1984
to 103.9 million pounds in 1985, increased in 1986 to 112.6 million pounds,
and. increased again to 128.7 million pounds in 1987. Despite these recent
improvements, production declined by 3.1 percent from 1984 to 1987..12/

‘The producers' capacity to produce nitrile rubber inecreased from 146.7
20/

million pounds.in 1984 to.-161.5 million pounds in 1987. T  Capacity

utilization, however, dropped dramatically during the period of investigation,

-
o
~

19 U.s.C. § 1677(7)(C)(iii).

[
~
~

Commissioner Cass .believes that the description of the domestic industry
is accurate and relevant to his decision on the existence of material
injury by reason of LTFV imports. He does not, however, believe a
separate conclusion respecting the condition of the domestic industry is
required. For reasons stated in his Additional Views, he determines
that the domestic industry has been materially injured by reason of the
subject imports.

18/ Report at A-27.
19/ Id. at A-7, Table 1.

20/ Id. We have considered the firms' plans to add, expaﬁd, curtail, or
close production facilities.



from 90.5 percent in 1984 to 79.7 percent in_1987.‘g-/'

Producers' domestic shipments of nitrile rubber declined by 11.6 percent,

22/

from 87.3 million pounds in 1984 to 79.1 million pounds in 1987. By

value these shipments declined from $84.6 million in l§84 to $67.5 miilion in
1987, 20.2 percent below the value of shipments in 1984, 23/ Intracompany
consumption of nitrile rubber also fell steadily throughout the period under
investigation, from 22 million pounds valued at $21.7 million in 1984 to 14
24/

million pounds valued at $14.1 million in 1987. We note that the unit

value per pound of nitrile rubber for domestic shipments declined steadily
throughout the period under investigation from $0.97 to $0.85; 22/ The unit
value of intracompany shipments remained virtually unchanged at levels
substantially above those of open market shipmgnts. Exports declined from
1984 to 1985, but rose sharply in volume, value, and share of_U.S; pfoducers'

total shipments, in 1986 and 1987.'£§/

U.S. producers' end-of-period inventories declined by 23.6 percent from
1984 to 1986, or from 26.3 million pounds to 20.1 million pounds, and then
increased by 16.3 percent to 23.4 million pounds in 1987. As a percentage of

total shipments, inventories were 25.6 percent in 1984, fell to 20.9 percent

Id. at A-7, Table 1. The expansion of capacity after 1984 accounts, in

2 part, for the decline in capacity ut;lization.
22/ Id. at A-10, Table 2. -

23/  1d.

24/ 1d

25/ Id. at A-11, Table 2.

26/ 1d. at A-8, A-10-11, Table 2.



. 7/
in 1986, and then rose to 22.1 percent in 1987. =

The average number of production and related workers.produciﬁg nitrile-.
rubber declined without interruption throughout the period under
investigation, from 264 in 1984 to 250 in 1985, 242 in 1986, and 241 in

' 29/
1987. gé( Several firms reported layoffs from 1984 to 1987. —.  Total

hours worked declined from 549,000 in 1984 to- 487,000 in 1987. 29(

The financial data on U.S.producers' nitrile rubber operations, which
include intracompany shipments and exports, indicate a decline in the
financial performance of the domestic industry. Net sales fell from $114.0.
million in 1984 to $96.1 million in 1987. Operating income declined almost" -
80.0 percent during the investigation period, from $15.6 million in 1984 to . .:
$3.6 million in .1987. The operating. (loss) margins also declined, fluctuating
from 13.7 percent in 1984 to (-0.5) percent in 1985, 6 percent in 1986, and -

‘ ; 31/ .
3.8 percent in 1987. — Return on assets comparisons follow the same

trend. 32/ The data also reveal that intracompany shipments and exports

<

<

make these. figures better than they otherwise would have been. 33/
Based on our cbnsideraﬁion of the foregoing economic indicators, we

determine that the domestic industry as a whole is experiencing material

injury.

27/ 1d. at A-8, Table 3.

28/ .Id. at .A-13, Table 4.

29/ 1d. at A-12. .

30/ 1d at A—ls,.Table 4.

31/ 1d. at A-17, Table 7.

32/ Id. at A-21, Table 11.

33/ The average unit values of intracompany shipments are.appreciably higher

than those for open market shipments. Id. at A-15.
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Material injury by reason of LTFV imports 33/

In making fiinal determinations in antidumping investigations, the
Commission must ascertain whether material injury being suffered by the
domestic industry is "by reason of" the imports under investigation. éﬁ(
Although it may consider information indicating that harm is caused by factors
other than LTFV imports, the Commission may not weigh causes. 33/ Thé-
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 products, and (3) the impact of imports of such merchandise on
domestic producers of like products. 36/

'We find that the significant .and increasing volume and market ‘penetration

of the subject imports, coupled with the decline in prices for the domestic

2

Vice Chairman Brunsdale does not join in this section of the opinion.
For her views on causation, see her Additional Views, infra.
Commissioner Cass doeées not join in this section of the opinion. For his
views on causation, see his Additional Views, infra.

1673d(b). See Hercules, Inc. v. United States,

9 U.s.
1cC. 673 F. Supp. 454, 479-482 (1987).

1 C.
1 I.T.__ ,
35/ "Current law does not . . . contemplate that the effects from the
subsidized (or LTFV) imports be weighed against the effects associated
with other factors (e.g., the volume and prices of nonsubsidized
imports, contraction in demand or changes in patterns of consumption,
trade restrictive practices of and competition between the foreign and
domestic producers, developments in technology, and the export
performance and productivity of the domestic industry) which may be
contributing to overall injury to an industry.” §S. Rep. No. 249, 96th
Cong., lst Sess. 57-58, 75 (1979). :

36/ 19 U.S.C. § 1677(7)(B).
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"product during most of the period under investigation, significaﬁt
underselling, and the effect of the imports on domestic saies and revenues,
indicate that the material injury being suffered by the domestic industry:is
by reason of imports of nitrile rubber from Japan.

Imports from Japan increased by more than 10 pefcent from 1984 through -
1987, aﬁd‘by more than 20 percent from 1985 through 1987. 3L/ Thi§ growth
in volume is paralleled by the increase of. imports from Japan as a share of
apparent U.S. consumﬁtion. Their_share of U.S. consumption grew by more thén
10 percent from 1984-85 through 1987. §§( _Their effect was magnified
because of the overall decline .in apparent U.S.Aconsumption in 1986 and 1987
from the 1984 level and because of the fungible nature of most of the domestic
and imported product. 39/ The slight decline in market penetration from'
1986 to 1987 does not, ,in our judgment, diminish the impact of the growing
Japanese penegration of the U.S. market. We note that'from‘1984 the subject
imports grew as a share of total apparent U.S. consumption, open-market

. 40/
(non-captive) consumption, and U.S. production. —  Further, the vast

37/ ARepobt at A-25. . Information concerning -the volume of imports from Japan
is confidential. ‘ Y
38/ Id. at A-27, Table 18. The statute directs that "[i]n evaluating the

volume of imports of the merchandise, the Commission shall consider
whether the volume of imports of the merchandise, or any increase in
that volume . . . is significant.” 19 U.S.C. § 1677(7)(C)(i). Import
volume was significant throughout the period of investigation; this
significance increased as import volume grew. '

39/ Report at A-4, A-28.

40/ Id. at A-27, Table 18.
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increases in inventories held by U.S. importers and distributors as well as
those held by the principal Japanese producer in 1987 demonstrate the'aﬁility

of and incentive for that foreign producer to bolster ‘its 'presence in the

United States. a1/ 42/

The imports from Japan appear t6 have-had price effects ‘that extend
beyond their significant market presence. Domestic prices have generally °
declined from 1985 through 1987, although they exhibited a slight upturn in
the last quarter of 1987 -and first quarter of 1988.Jﬂ§/ The Japanese
produc;s have consistently.undersold, and-usually by wide margins,
domestically;pfoduced nitcrile rubber throughout the period under
investigation. 44/ -~ Also, Japanese prices showed a predominant downward
trend during the period"under investigation, with a rise in the late
1987 - early 1988 period. 43/, Further, the average unit value per pound of

the imported Japanese product has consistently been below thosc of importé

Ib
~

Id. at Table 3, and A-23.

(b
~

Commissioners Eckes and Rohr note that Japanese producers have in the
most recent period demonstrated the ability to export significant
nitrile rubber to the U.S. over the short term. 'According to ISIS data
presented in Petitioners' prehearing brief, Exhibit 12, 1.2 million
lbs., or 16 percent of total 1987 imports, were entered during the month .
‘of December alone.' 1In fact, imports for the most recent two months '
(Dec. 1987 and Jan. 1988) totalled 2.2 million lbs., or more than
one-fourth’ of all ‘Japanese' imports dutring the period Jan. 1987 through
Jan. 1988. - - ' o o

&
W
~

I1d. at A-30-33.

|

&
&
~

Id. at. A-31-32, Tables 20-21.

&
~

Id. We note that the Japanese merchandise continued to undersell the
domestic product despite this rise in prices for the imports.
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from othér sources througﬁout the period of investigatiOﬁ._ﬂé/ Despite the
presence of other imports, thérefope, the Japanese products are clearly ﬁhéi
price leaders in the U.S. market, and appear both to have led U.S. prices
downward and to have>placed a brake on the ability of U.S. pfoducers to
increase their prices.

The adverse price impact of imports from Japan is further shown in the
large number of allegations of lost sales and lost revenues that.were verified
by the Commission.. We note that there were numerous instances of lost sales
that the Commission was able to vefify for'the period of investigation. a1/
Additionally, we note, there were many verified ldst revenue allegations in
‘which.domestic pfoducers were forced to reduce prices. 48/ These incidents
indicgte two ways in which imports from Japan have materially injuredAthe u.s.
industry. Firsf, they reduce revenues from specific transactions in an
industry that is alfeady undgrgoing a poor income-and-loss experience. 43/
Second, in general they prevent domestic ﬁroduceré from raising prices io the

extent that they would otherwise be able. These incidents certainly

demonstrate the Japanese product's price leadership in the U.S. market.

46/ 1d. at A-26, Table 16.

47/ 1d. at A-43-47,

g;/ Id. at A-47-49. Commissioners Eckes and Rohr also note the'very poort

- financial performance of domestic producers on their open market sales,

which compete directly with the imports. 1In 1987, in which the volume
‘of imports increased and prices were at theip lowest levels, the
operating margin of the domestic producers. on“their open.market sales
dipped to -3.2 percent. : '

49/ 1d. at A-15-23.
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Accordingly, we determine that the domestic industry.producing nitrile

rubber is materially injuned by reason of LTFV imports from Japan. 30/

13

Despite the fact that Commerce made a negative critical circumstances
determination, petitioner requests the Commission to "proceed . . . and
make an affirmative finding under 19 U.S.C. § 1673d(b)(4)(A)."
Petitioner asserts that the Commerce negative determination is in

ervror. It provides, however, no statutory basis upon which a. Commission
critical circumstances determination can be made in the face of a
negative Commerce determination. Petitioner's posthearing brief at 8.

The statute unequivocally mandates that an affirmative .Commerce critical

" circumstances determination, is a conditjion-for sugh a Commissioen
determination;. there is no authority for a Commission determination in

the absence of an affirmative Commerce finding: .-19-U.S.C.

§ 1673d(b)(4)(A). Further, the Commission may not question the
‘correctness of the Commerce negative determination, as petitioner seems
to suggest. Therefore, we are precluded from making any cr1t1cal
circumstances determination in this investigation.
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ADDITIONAL VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE

Nitrile Rubber From Japan
Inv. No. 731-TA-384 (Final)

June 10, 1988

I agregﬂwith my colleagues' conclusions regarding like
product, domestic industr&, and condition of the domestic
industry. I also agree with their determination that
domestic producers are materially injured by reason of dumped
import#. Héwever, I reach my conclusion on causation through
an analysis. that differs from theirs. These additional views
explain my approaéh to causation in this case.

I find that the trend analysis traditionally,usedlby the
Commission to examine causation often does not allow me to
separate the effect of dumped imports from the many other
factors that affect the domestic industry.l/ I therefore
generally draw on elementary tools of economics to help me
assésé thé'marketAfor the product in question, the ability of

domestic producers to respond to changes in market .

1l/ As I have stated in earlier opinions, trend analysis is
useful for assessing the condition of the domestic industry,
but in general, it is not useful for assessing causation.

See Internal Combustion Forklift Trucks From Japan, 731-TA-
377 (Final), USITC Pub. 2082, at 70-72 (May 1988) (Additional
Views of Vice Chairman Anne E. Brunsdale) [hereinafter cited
as Forklift Trucks); see also Certain Welded Carbon Steel
Pipes and Tubes From Taiwan, Inv. No. 731-TA-349 (Final),
USITC Pub. 1994, at 52-55 (July 1987) (Additional Views of
Vice Chairman Anne E. Brunsdale) [hereinafter cited as Taiwan

Pipes and Tubes].
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conditions, and the effects of the dﬁmbed imborts‘on domestic

producers.2/

Import Volumes, Market Penetration, and the Dumping Margin
Measured by quantity, dumped nitrile rubber imports from

Japan increased by [**] percent in the 1985-87‘peried, rieihg
from [***kkkkhkkk)] pouhds to [*kkkkkhkkhk pouﬁds];;/ and when
measured by value, they increased by [**] percent.g/ over’
the same period, the market share of those importe increased'
from [***] percent to [***] percent of u.s. coﬁsuﬁptioﬁ,

measured by quantity,S5/ and from [***]‘percent to'[*§*]'

Lo

2/ A more thorough discussion of the use of elasticities: is
contained in Forklift Trucks, supra note 1, at 66-83; see .
also Color Picture Tubes From Canada, Japan, the Republic of
Korea, and Singapore, 731-TA-367-370 (Final), USITC Pub.

2046, at 23-32 (December 1987) (Additional Views of Vice
Chairman Brunsdale) ([hereinafter cited as Color Picture
Tubes]. The Court of International Trade has also discussed
with approval the use of elasticities. See Copperweld Co;p
v. United States, No. 86-03-00338, slip op. 88-23, at 45-48
(CIT Feb. 24, 1988); USX Corp. v. United States, 12 CIT: .

, slip op. 88-30, at 19 (Mar. 15, 1988); Alberta Pork
Producers' Marketing Board v. United States, 11 CIT , 669
F.Supp. 445, 461-65 (1987). -
3/ See Report at A-26 (Table 16). Japanese imports totalled
[**kkkkkkkk*] pounds in 1985, rose to [**k*kkk%k**] pounds in
1986, and increased again to [***%k*%k%**] pounds in 1987.
Id. Because of the timing of this investigation, the
Commission gathered four full years of data. Normally the
Commission only considers three years of data in its
investigations and I have therefore only relied on three
years of data in my ana1y51s.

4/ Id. The value of dumped imports was [Fhxkdkdhhdhs] in
1985, increased to [***kkkkkkkik) in 1986, and 1ncreased
again to [***k%kk%k*x%%*x] in 1987. Id.

5/ Id. at A-27 (Table 18). By quantlty, Japanese market
share remained at [***]) percent in 1984 and 1985, increased
to [***] percent in 1986, and dipped slightly to [*#%*]
percent in 1987. 1Id.
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percent, measured by value.6/ Although these shares are not
high, they indicate a steady and increasing preseﬁéé for
Japanese imports in the domestic markei. ‘
In tﬁis case, the margins of dumping are extremely high;
The average margin for sales suryéYed by thelDepartment of-

Commerce was 146.5 percent.?7/

The Market for Nitrile Rubber in This Case

Demand for Nitrile Rﬁbber in the United States. To undérf
stand fully the effects on the domestic industfy of'unfai:
imports and the resulting lower.prices, the Commissionbngeds.
to analyze the elastiéity of domestic demand for the pfodgct
under investigation.g8/ 1If demand»for a particular*prqducf is
elastic, consumers will purchase more of the product as.pfice
falls. Such a response helps mitiéate the adverse effects of‘
fhe dumped imports on the domesfic'industry, because'thé‘éize
of the market expands and every additional sale of those
dumped imports doés not necessarily take a sale away frbm the‘
domestic prbducers. Conversely, if demand is inelastic, -

revenue effects will not be as great because consﬁmers will

6/ Id. In value terms, market share stood at [#**] percent
in 1984 increased to [***] percent in 1985, increased again
to [***] percent in 1986, and remained at [#***] percent in
1987. Id. : : ' ' > Co
7/ See Final Determination of Sales at Less Than Fair Value:
Butadiene Acrylonitrile Copolymer Synthetic Rubber from -
Japan, 53 Fed. Reg. 15436 (ITA April 29, 1988).

8/ See Forklift Trucks, supra note 1, at 77.
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not increase their purchases as dramatically as they would if
demand were elastic, even if price falls.  Nitrile rubber
is a raw material used in a wide variety of end products in a
number of different industries 9/ Other kinds of rubber can

replace nitrile rubber, but the alternatives are either much

more expensive, or much less flexible, or much less resistant

to crude petroleum, fuels, and solvents.__/ Products made
with nitrile rubber normally account for a very small
percentage of the total cost of an'end product.ll/ Based on
these facts, the Office of Economics estimated that demand
for nitrile rubber is highly inelastic, falling between -0.1
and -0 5 __/ an estimate that the parties did not

challenge __/ I agree w1th that estimate, and that the total
quantity of nitrile rubber demanded in the market is
relatively fixed __/

Substitutability of the U. S. and Japanese Products. Making a

EX

deciSion on the substitutability of the domestic and imported

-products is central to determining whether material injury in

9/ See Report-at A-2, A-27-28.

10/ See id. at A-4.

1ll/ See Memorandum from the Director, Office of Economics,

Memorandum EC-L-166, at 11 (May 27, 1988).

12/ Id.

13/ Sée Post-Hearing Brief of Petitioners, Appendix B-9, at
1l; Post<Hearing Brief of Respondents, Appendix 3, at 8.

14/ In this case, dumped imports are more likely to have an
adverse effect on the domestic industry than if the demand

for nitrile ‘rubber were more elastic. Because the size of

the market is relatively stable, additional sales of dumped
imports will cut into sales by domestic producers.
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a Titlé;VII case is "by reason of" dumped imports.l15/ For
that reasoq-it is particularly_important in each caée that
the Commission make an explicit statement on the degree to
which the domestic and imported products are _
substitutableﬁlg/ In the case before us, we“have'a great
deal of evidence indicating that the products are close
substitutes.A . |

~Nitrile rubber is use@vin&the manufacture of seals and
gaskgts, belts and hoses, adhesives, footwear, and wire and
éable insulators.17/ Japanese and domestic nitrile rubber
have very similar ph&sical characteristics -- which is not
surprising;given that the substance is a raw material. Both
the Japanese and domestic firms produce this product in a
wide variety of similar grades and offer a full line of
prngc;s to their gustomgrs.lg/ Purchasérs tend to use
Japaneseiang U.S. nitrile rubber interchangeably and agree

that both Japanese and domestic firms are acceptable sources

15/ Obviously, the closer the domestic and imported products
are as substitutes, the greater the effect sales of the
imported product will have on sales of the domestic product,
all other things being equal. For a more explicit discussion
of the elasticity of substitution, see Forklift Trucks, supra
note 1, at 75-76; Color Picture Tubes, supra note 2, at 25~
6. e — :
16/ See Forklift Trucks, supra note 1, at 75-76.

17/ It is normally sold in bulk and subjected to further
processing by purchasers. Report at A-3. Although nitrile
rubber has applications in a number of industries, most of it
. is consumed by the auto industry. See id. at A-3, A-43-47
(citing lost sales allegations in a number of different
industries). ' A :

18/ See Memorandum EC-L-166, supra note 12, at 8-9. -
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of the product.l19/ Evidence in the record also_indicates
that both the Japanese and the domestid products are of
sufficiently high quality to meet purchasers'
specifications.20/

Two possible limitations on the substitutabilitg of
domestic and imported nitrile rubber should be nbtéd. One is
the purchasers' practice of negotiating one-year contracts to
cover their nitrile rubber'requifements.g;/* The other is the
fact that switching sources of nitrile rubber often requirés '
the producer to fine-tune its manufactu:ing process, becauﬁé
nitrile rubber made by different manufacturers has subtle
chemical differences.22/ However, the record nbt oniy
contains no evidence that year-long contracts and the fine-
tuning of production prevent purchasers froﬁ switching
sources of nitrile rubber, but also indicates that switching
sources is very common among purchasers.23/ I am pérsuaded"nT
that these factors ao not limit the substitutability of the
domestic and Japapese products to any great gxtéﬂﬁ.

‘The Office of Economics estimates that the élasticity of:
substitution is moderately high in this case, falliné'in the

range of 5 to 10.24/ Both Petitioner and Respondeﬁt agreed -

n

ee Memorandum'ééiLrlss, supra note 12, at 9.

Egle

ool

22/ 1d. o C
3/ Id. The acceptability of switching was revealed in

N

response to questions from the Commission to purchasers.

[\V]
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that this range was reasonable.25/ I therefore conclude,
based on the evidence in the record and analyses by the staff
and parties; that the imported Japanese and domestic nitrile:
rubber are close substitutes, with an elasticity of

substitution falling between 5 and ‘10.

Fairly Traded Nitrile Rubber Imports. In this investigation,

fairly traded imports supply a sizable portion of domestic
consumption of nitrile rubber. As Respondent noted, not only
were imports from Canada three times greater .than imports
from Japan, but imports from France and Taiwan rose much
faster than imports from Japan.26/ Respondent argued that it
is the other imports, not the Japanese, that caused the
injury to domestic firms. 1In addition, Respondent contended
that it would be the other foreign producers, not the

domestic firms, that would pick up any sales the Japanese -

25/ See Post-Hearing Brief of Petitioner, Appendix B-9, at 1-
3; Post-~Hearing Brief of Respondent, Appendix 3, at 9. =
__/ See Post-Hearing Brief of Respondents, at 3. Information
in the staff Report agrees with these facts. Canadian imports
were. three times larger than the Japanese in 1987, with °
Canadian producers shipping [*#***] million pounds to the
United States, versus [***] million pounds for the Japanese.
See Report at A-26 (Table 16). 1In addition, the volume of
imports from Taiwan and France doubled. Imports from Taiwan
grew from 2.6 million pounds in 1986 to 5.9 million pounds in -
1987, while imports from France increased from 1.3 million
’pounds in 1986 to°3.0 million pounds in 1987. Id. By
contrast, Japanese imports only grew by approximately [*]
percent between 1986 and 1987. Id.
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would lose if they had to sell their product: at a fair
price.27/.

In response, Petitioner stated that imports from Canada,
France, and Taiwan.would not replace Japanese sales because
nitrile rubber from these three countries is not directly
competitive with the domestic and the Japanese product.28/
First, the imports from these three countries are unique and
do not have the same end-uses gs;the'bulk of U.S. and:
Japanese nitrile rubber.29/ Second, the unit value of the
nitrile rubber from France was higher than that of the U.S.
product, and the unit values of the imports from both Canada
and Taiwan were higher than that of the Japanese imports.30/

At the hearing, Petitioner discussed the differences -
between nitrile rubber from France, Taiwan, and Canada and
U.S. nitrile rubber. Petitioner stated that the French
imports consist almost exclusively of powdered nitrile
rubber, a form of nitrile rubber that is more expensive than

’

the U.S. product,31l/ that is used in a different industry

27/ In other words, if the Japanese increased their price to

a "fair" level by eliminating. the entire price advantage

resulting from dumping, in this case, .they would be priced

out of the domestic market. ~See Post-Hearing Brief of the:

Respondents at 8-9.  Respondernit’ argues that -the  sales the

Japanese would give up would 'go to other importers, not

domestic firms, because the other importers were charglng

lower prlces than U.S. firms. Id. at 7.

g_/ See Hearlng Transcript, In the Matter of Nitrile- Rubber
from Japan, Inv. No. 731-TA-384 . (Flnal) at 40-45 (May 3,
1988). A

29/ Tr. at 40. : :

30/ See Post-Hearing. Brlef of Petltloners at 9.

31/ Tr. at 40. ,
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(plastics), and.fhat has different applications.32/ As for
the Taiwanese. imports, they are purchased almost exclusively
by a U.S. éroducer to complement its product line and are -
sold at or above market prices.33/ Finaliy, the Canadian
imports are a specialty. rubber product made with "a

different, third monomer,"34/ and all Canadian imports are

[********************************************************
****************************].;§/

Given the information available in the record, it 2
appears that imports from Canada and France are not as close
substitutes for the domestic product as nitrile rubber from
Japan. French nifrile rubber enters the U.S. market in large
part in a powdered form, has specialized uses-different than
the uses for the U.S. product, and commands a higher price
than the domestic product..vCanadian nitrile rubber contains
additional chemical components, making it}physically
different from U.S. nitrile rubber. It also appears to have
different end-uses. The record does indicate, however, that
the Taiwanese ‘and ﬁhe U.S. products are fairly close
substitutes. Thus, if Japanese imports had not been present
in the U.S. market, I expect that Canadian and French imports

would not have replaced them. Taiwanese nitrile- rubber.

. at 45.

. at 40-41.

. at 45. : : o

e Report at A-25, n.2 [**kkkkkkhkhhhhhhhrhhkhhhrhk
hhkhkhhkhhhhhhhhhhkhhhkkhhhkhhhkhhhkhhhhkhhhkhhhhhkhhkhkhhkhkhhhhkhhhhhdhhik
****************************]_

1
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likely would have replaced some of the Japanese sales, but I
expect that.the preponderance of sales would have gone to
U.S. firms.-

I

Ability of the Domestic Industry to Respond to Changes in

Prices. - If we.  are to"assess the revenue-and priéé'effects of
unfair ‘imports:on:the domestic industry, it is necessary to
understand the degree to which domestic producers can expand
production of nitrile rubber in response to changes in
price.36/  Knowing the elasticity of domestic supply in each
case gives us the ability to make a judgment about this
responsiveness with dgreater clarity and precision.

.In this case, the domestic industry is currently
operating atAapproximately 80 percent of capacity.37/ Ip'
addition, a number of domestic firms readily shift production
between nitrile rubber and butadiene rubber at -the same . .
facilities, thus increasing their ability to respond to pricé
changes in the market for nitrile rubber.38/ Finally,
domestic firms produce considerable quantities of nitrile
rubber for export =-- quantities that could be diverted to the
domestic market should domestic prices increase. In 1987,
U.S. nitrile rubber exports reached almost 27 million po&hds;

equai to 29 percent of domestic shipments and 17 percent of

36/ See Forklift Trucks, supra note 1, at 78-79.
37/ See Report at ‘A-7 (Table 1).-
38/- Memorandum EC-1-166, supra note 12, at 4.
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domestic production capacity.39/ Clearly, domestic firms
have the ability to respond to price increases in-the
domestic market. - 4 T T

The Office of Economics éstimated that the elasticity of -
domestic supply is moderately high in this case, ranging from
5‘to;10.gg/ Petitioners and Respondents agreed.4l/ After
considering the facts presented by staff, the estimates from
the Office of Economics, and commente'from‘tbe parties, I
agree that the domestic product is highly reéponsive”td
changes “in price and that the elasticity of domestic supply =

falls between 5 and 10 over the relevant range.

Material “Injury Caused by Dumped Imports in This Case
In markets where domestic‘supply'is highly elastic, dhmped
imports  should have a significant impact on the quantities'A7
producéd by the domestic industry but only a small impactadn;:
domestic prices. This is what happened in the present -case.
Although the Japanese market share was fairly'lgw‘:
throughdut‘the perioa of’investigatibn;'it waQJEhffigient_to
produce a mater1al impact on the domest1c 1ndustry. 5To
explaln._ 1f the Japanese imports had been fairly priced
(i.e., 1f the price of the Japanese nitrile rubber had been

hlgher by the amount of the dumping margin), and if the bulk

;2/ See Report at A-7 (Table l), A-8.

40/ Memorandum EC-L-166, supra note 12, at 4. o ‘
41/ See Post-Hearing Brlef of Petitioners, Appendix B-9, at - i
1; Post-Hearing Brief of Respondents, Appendix 3, at ‘8-9.
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of those sales had shifted from the imports to the domestic
product, domestic revenues would have been higher by a
material amount. For purposes of my analysis in this case, I
assume that Japanese importefs had passed the entire amount
of the dumping margin through to: their .U.S.. customers in the
form of price ¢oncessions.42/ This means that if Japanese
producers had' traded- their prdducts fairly, their prices
would have been higher by 146.5 percent, an amount that would
have certainly priced the Japénese product out of the U.S.
markét:&”Typically, some of those. sales would have been
picked up by U.S. fifms and some by other, fairly traded
imports, I'am persuaded that, in this case, tﬁe vaét
majority of the sales. would have gone to U.S. firms.43/

Price“suppression caused by unfair imports would have
only had a sllght effect on the domestic nitrile rubber
1ndustry,- In this case, the elast1c1ty ‘of domestic supply

ranged ‘between 5 and 10.44/ . Given this degree of elasticity

e

42/ See Taiwan Pipes and Tubes, supra note 1, at 81-82.

43/ Although Respondents make a strong argument that other
fairly traded imports would replace sales of Japanese imports
if the Japanese were priced out of the market, I am not

persuaded by their arguments. Canadian and French 1mport§

are not sufficiently close substitutes to replace sales of
Japanese nitrile rubber. The U.S. product is a much closer

- substitute for ' Japanese nitrile rubber. See the section

entitled "fairly Traded Imports," supra. The Taiwanese and
U.S. products are reasonably similar and sell for prices that
appear to be very close. However, given the strength of the
U.S. firms in the domestic market, I am persuaded that they
would have gained the bulk of sales that the Japanese would
have lost if their product were fairly traded.

44/ See supra notes 37 to 42 and accompanying text for a
discussion of the elasticity of domestic supply.
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and the amount of Japanese imports, the unfair imports vould
have reduced domestic prices only slightly. However,
combining the volume and price effects of unfair imports, the
total amount of lost revenue attributable to unfair.imports
is a ﬁeterial amount.

The evidence presented to the Commission on the
sufficiently high volume of unfair imports;ithe extremely
high dumping margin, the highly subsritutable nature of.the
domestic and Japanese product, the moderately hiéh elaetioity
of domestic supply, and a sufficiently high level of lost
revenoe, taken together, shows that the domestic industry‘is
suffering material injury caused by unfair imports in this
case. I therefore agree with my colleagues in the majority
that the statutory criteria are met and that antidumping
duties should be imposed. - '
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ADDITIONAL VIEWS OF COMMISSIONER RONALD A. CASS

Nitrile Rubber from Japan A v
Investigation No. 731-TA-384 (Final)

I concur with the Commission's affirmative determination
in'this final investigation, finding that the domestic nitrile
rubber industry has suffered material injury by reason of less
than fair valﬁé ("LTFV") imports of nitrile rubber from Japén.
I also join the Commission's definition of the like product
and the domestic industry; the Commission's discussion of the
condition of-the industry; and the Commission's conclusion
that‘returns to the domestic ihdustry are materially lower
than they‘would have been in the absence of sales at less than
fair value of imports from Japan.

I do not, however, reach this conclusion solely on the
basis of the evidence of adverse trends in indﬁstry
profitability and findings that Japanese nitrile rubber has
sold fdr less than domestic nitrile rubber of genefally‘
comparable.characteriétics. Ihuthis investigation, I believe
it is espeéially difficult to derive from such evidence
conclusions about the effects sf LTFV imborts on the domestic
industry. |

The difficulty in this case has three sources. Eirst, use

of trend evidence is complicated by the enormous disparity in
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the trends depgndihg on the year from which trends are
measured. Second, iﬁ part because the domestic industry that
produces the like product in this inveséigation is relatively
concentrated (compared to many domestic industries), .the
trends in the industry are significantly affected by the
figures relevant to Petitioner, whose fortunes éeem to have
declined in a manner out of keeping with the other firms in
this industry. Both these points are addressed bfiefly below.

These matters aside, there is a third factor that makes
disposition of th;s case‘difficult undgr any approach! the
probable injury to the domestic industry from LTFV“imports of
nitrile rubber does not appear to be great. Put differently,
this case raises the question of how much injury to the
domestic industry will suffice to support an afflrmatlve
determination in a Title VII flnal antidumplng 1nvestlgatlon
under the Tariff Act of 1930. The statute requires a
demonstration that LTFV imports have caused injury to the
domestic industry.l/ The statute defines this level of injury
as "not inconsequential, immaterial, or unimpértant.";/ The
statute and legislative history reflect an apparen£ intent was

not to create a high threshold for materiality.

1/19 U.S.C § 1677(7) (A).

2/Id, See also H. Rep. No. 96-317, 96th Cong., 1lst Sess. 46
(1979).
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This view is in keeping with Congressional limitation of
the statutory inquiry to the connection between the LTFV
imports and the domestic industry. The Commission is not asked
to determine whether the subject imports are the sole, or even
a majof, source of injury to the domestic industry. The
Commission isiasked-only whether the subject imports caused
" material injury.3/

Although the standard of materiality, thus, was intended
to be a fairly. low hurdle, Petitioner still does not clear it
easily. Ultimately, however, I am persuaded that the probable
" ‘injury to the domestic industry by reason of.pTFV imports in
- this investigation is sufficient ‘to be considered material.
Injury B ‘ n V_Impor

A. Trend Analysis . .- e

The Commission has relied heavily in this investigation
on trends in the domestic industry's.performance as a guide to
the impact thatvthe subject imports have had on the industry.
As néted above, howéver;.it seems unusually difficult to draw
the necessary inferences from the available ttend data in this

investigation. First, industry trends in this case are L

3/See S. Rep. No. 249, 96th Cong., 1lst Sess. at 74-75 (1979);
see also Cold-Rolled Steel Plates and Sheets from Argentina,
Inv. No. 731-TV-175 (Second Remand) (Views of Vice Chairman
Brunsdale) at 36; Certain Internal Combustion, Industrial
Forklifts from Japan, Inv. No. 731-TA-377 (Additional Views
of Commissioner Cass) at 117, n. 13.
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entirely dependent on the base year one uses. The industry's
fortunes declined substantially between 1984 and 1987, but on
most measures the industfy has improved significantly since
1985. Respondent has urged the Commission to put comparisons
to 1984 in perspective, characterizing 1984 as an
"exceptionally good year" for the domestic nitrile rubber
industry, noting, among other indicators, the sharp, one-year
increase in domestic shipments which in 1984 departed
substantially from the pattern of shipments from 1981 to
1987.4/ Petitioner has agreed that 1984 was a "good" year for
the industry.i/ Obviously, the use of an unusually good year
as the beginning date of a trend analysis tends to make later
years look worse by comparison. The impact of the choice of
base’year can be demonstrated by looking at the percentage
changes over the two time periods in various factors to which
Title VII directs our attention:§/

percent change, percent change,

1984 to 1987 1985 to 1987
U.S. productionl/ -3% +23%

g/Réspondent's Pre-hearing Brief at 8; see also Report at A-
11.

S5/Hearing transcript at 37.
'6/19 U.S.C. Sec. 1677(7) (c).

1/Report at A-7.
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U.S. capacity utilization8/ = -12% . +15.5%
total shipments (U.S.)3/ 143.7% +8.3%
inventoriesl0Q/ ' ' -11% : - +8.4%
employmentll/ : h -8.7% . - +3.6%
hourly compensation ‘ ’ +15:.4% | : +15.8%

(total) paid to
production workersl2/

cash flowll/ ' k C -55% : - +404.6%
gross profitsid4/ - : T -35% : - +50.5%
net incomelS/ =~ ' - -70% T +294.7%
return on assetsl6/ ' © - -.-53% T +2.6%

Given this variation in results, at the very least, the
Commission should seriously address Respondent's arguments

against comparisons from 1984. If trends since 1984 are

8/1d. N
9/Id. at A-8.
10/Id4. at A—li.
ll/Id; at A-13.
12/Id4. at A-14.
13/14. at A-17.

14/14.

15/Id. 1985 value is a negative number; 1985-1987 percentage
change calculated using absolute values.

16/Id. at A-21. 1985 value is a negative number; 1985-1987
percentage change calculated using absolute value.
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important, it is incumbent on the Cpmmission to explain
why.17/

Second, Réspondent argues that any reliance on trend-
information must be qualified by recognition of the peculiar
effect of Petitioner's own performance on such information.18/
It is not immediately apparent how trend analysis,éhéuld be
used to assess the impact of imports on the industry,
regardless of base year, when it seems the statistics for the
domestic industry are dominated by the experience of a single
firm. This is particularly problematic when a single
petitioner's experience seems to be much diffgrent than that
of the industry as a whole. While K the Commission.does not -’
weigh the relative injuries .inflicted on an industry,
Respondent .contends that imports. from Japan have not in fact
injured the domestic nitrile rubber industry; instead, they
argue, the difficulties of a single firm -- due entirely to
other factors -- is all the facts of this investigation

reveal. In this regard, it is of particular interest that none

17/ It is worth noting in this regard that the Congress
recently added to the proposed 1988 trade legislation explicit
directions that this Commission is required to provide full
explanations of its analysis of every case it decides, and.
must explain the relevance of any factor which enters into its
decisions. See' H.Rep. No. 100-576,.-100th Cong., 2d Sess. 616
(1988). .

18/ -Respondent's Brief at 2, 7.



35
of the other U.S. produéerszhave,chosgn to join the petition,
and only one has indicated its support.. . . . .

This argument is especially important to .evaluation of
information respecting trends-in employment and profitability.
The petitioner states that its own work force has fallep_by
***» workers between 1984 and:1987{;2/ allegedly evidence of
the impact of LTFV imports. Yet petitioner also informs us .
that employment in the.entire U.S. ni;rile rubber industry has
fallen over this period by almost exactly the same number. of
workers -- from 264 to 241, or by 23 workers.20/ In short, by
employment figures petitioner itself endorses, while.
petitioner, which represents approximately ****.percent of
industry. production, has **** fewer employees, employment-in
the remainder of the industry during the period it claims. the
industry has been most injured declined by just *=**=,

Likewise, examining petitioner's ,own contentions about
industry prqfitability_leavesioge uncertain whether..the
apparent injury to the industry is in fact a reflectién of”
petitioner's own difficulties. Uniroyal notes’tﬁa£ the e
profitability of rubber product manufacturers iﬁéréééed by

nearly 50% between 1984 and 1987, while its own pfofitabilify

19/Petitioner's Pre-Hearing Brief at 15.

20/Id. at 16.
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was nearly eliminated.2l/ Further, it appears that Uniroyal's
losses in 1987 were in large part incurred in the very period
when industry prices were rising. Uniroyal incurred *x*+*»
percent of its 1987 losses in the last three months of ‘that
year,22/ in just the period in which it contends that
respondent Nippon Zeon "selectively began to stop supplying
rubber to the U.S. market"23/ and in which the weighted
average price for nitrile rubber rose substantially relative
to the earlier part of 1987 and relative to the 1984-1987
period.24/

'B. Comparative Analysis

The ambiguity of the trend data in this investigation,
standing alone, is compounded if one assesses causation by
relating import trends to trends in the domestic industry's
performance, for here the subﬁect imports had a fairly small
and stable market share throughout the period of

investigation.25/ Further, price trends for the industry were

21/1d. at 13-14.

22/1d. at 13.

21/1é* at 8. ‘
24/ étaff Report at A-45,A-46.

25/I4. at A-39.
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opposed, domestic prices declining while importsi prices
rose.26/ | | - |

The evidence does, however; suggest an effect of the
subject imports on the‘U.S. nitrile‘rubber industry. The LTFV
imports from Japan both.appear to have somewhat reduced the
prices of nitrile rubber in the U.S. and to have reduced sales
of U.s. —produced nitrile rubber The latter effect is more ’
plainly established and more significant The parties in this
case are in agreement that LTFV sales account for all or
nearly all of the U.S. sales by the Japanese manufacturers of
nitrile rubber. 21/ It is 1ike1y that these sales in very large
measure supplanted sales by domestic manufacturers. Several
- facts in the record suggest this conclu51on. These are
addressed below.under conSideration, first, of the information
respecting_prices and volumes of the subject imports and,
second, of the evidence-concerning price”and sales effects on
the domestic industry.

(1) LTFV Imports ‘

Although the LTFV imports from Japan do not comprise a

large share of the U.S. nitrile rubber market, 28/ sales at

26/1d: at A-48.
27/ See Tr. at 24 and 102.

28/See supra note 25. The market share of Japanese imports
rose from **** percent in 1984 to **** .percent in 1987.
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LTFV have very substantlally reduced the U.S. prices of
nitrile rubber from Japan and increased the'volume of imports
from Japan. The initial facts that support this judgement are
provided by the Department of Commerce First, the Department
of Commerce found that *#**= percent of the Respondent s sales
in the U. s were found to be at less than fair value 22/
Second, the dumping margins calculated by Commerce were very
high, about 146%.30/ The inference from these facts that LTFV
sales greatly lowered the prlces of Japanese nitrile rubber
in the Unlted States is also supported by evidence that the
Respondent exporter regards their home market, not the U.S.
market, as their principal market For’example Nippon Zeon
(whlch accounts for over * KKK percent of Japanese exports to
the United States) sells less than * percent of its output
in the United States whlle selllng ****-that amount in Japan
and nearly xxx» the U.S. figure in all other foreign o

markets 31/

29/USITC Memorandum EC-L-166 (May 27, 1988), at 2.

30/I4., at 1.

31/Id8. at A-34. The apparent absence of significant
competition in Nippon Zeon's home market also is consistent
with this inference. Nippon Zeon apparently is able to sell a
substantial volume of nitrile rubber at prices well above
those prevailing in the United States without serious risk of
losing sales to competitors in its home market. The USITC
Office of Economics estimates that the Japanese nitrile rubber
market is highly concentrated, and import competition in Japan
is minimal. USITC Memorandum EC-L-166 (May 27, 1988), at 17.
(continued...)



39

The evidence of fécbfa' discuSSed further in the next
" section of these V1ews, suggests that factors such as physical
characteristics, support serVices, or ready availability do
not 51gnificantly distinguish Japanese nitrile rubber from the
principal alternative nitrile rubber available in the U S.
market.lz/ Instead it appears that the price of Japanese
nitrile rubber played a critical role in purcha51ng decisions
by uU. S consumers. }1/ This indicates that the substantial
reduction in prices of Japanese nitrile rubber supported the
volume of Japanese import sales in the U. S market observed
over the period of investigation. ' .

(2) Prices and Sales of Domestic Nitrile Rubber'

“ The pr1ncipal effect of the LTFV sales of nitrile rubber
from Japan on the domestlc nitrile rubber industry appears to
be a reduction in domestic 1ndustry sales of nitrile rubber
Petitioner argues that the U.S. industry s sales were reduced

by the full amount of the domestic sales of the subJect

31/(...continued) '
By contrast competition in the U.S.nitrile rubber market .
-comes not just from the four domestic producers and from °
Japan, but also from imports from Taiwan, France, and Canada.

i s

' 32/See USITC Memorandum EC-L-166 (May 26, 1988) at 8-9; Tr. at
45-47. o . o .

33/ Report at A-65.
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imports.34/ Respondent argued to the contrary that, assuming
that the LTFV sales lowered U.S. prices of Japahese rubber and
that price is a predomihant factor'in domestic sales 6f”-‘
nitrile rubber, 35/ the sales of'Japanese nitrile rubber only
partly replaced domestic industry sales; In part, Respondent
urges, the sales wbuld have shrfted to imports of nitrile
rubber from other countries. o |

Although Respondent's argument no doubt is eorrect, the
significant question for purposes of this investigation:is the
degree to which sales of LTFV 1mports from Japan replaced
domestic industry sales of nltrlle rubber For reasons set
forth below, I believe that the ev1dence supports a conclusion
that the very great bulk of sales of subject 1mports were
substitutes for sales by the domestic nltrlle rubber 1ndustry

At the outset, it should be noted that the domestlc
industry's share of the U.s. nltrlle rubber market ranged from
approximately 70 percent to nearly 80 percent over the,perlod

of investigation.36/ If no other information were avai;able,

34/ Tr. at 21-22.

35/ Respondents did not fully concede these factual
predicates. See Respondent's Pre-Hearing Brief at 17. These
predicates, however, are consistent with my findings :din the
preceding section. ' .

36/ Report at A-27.
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it would be reasonable to infer that, if LTFV sales.of nitrile
rubber from Japan replaced other -sales, the domestic industryA
lost sales equal to between 70- and 80:percentvof ;he Japanese
imports’ sales volume.

We do, however, have other information. That information .. ..
suggests that the subject ihports are more closely
substitutable with U.S.-produced nitrile rubber than with
other imports. Evidence on this point takes two forms: .
indications of high substitutability between U.S.-produced
nitrile rubber and indications .of lower substitutability
between rubber from either ‘of these .sources' and:rubber from
other sources.

The record strongly suggests the absence of significant
distinguishing features in the characteristics and uses of
Japanese and American nitrile rubbers.37/ Respondéent contends
that for cértain specialized purposes, -Japanese nitrile: rubber
has a natural advantage over other rubber, including U.s.~
produced nitfilé fubber.}&/' TheréAié no évideﬁéé, hbweve:,
that the demand for such uses of nitrile rubber accounts for a

sign;ficant fraction of Japanese sales in the United States,

37/ See Report at EC-L-166 (May 26, 1988) at 8-10.

38/ See Respondent's Post-Hearing Brief at 9.
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and Respondent concedes the substitutability of Japanese and
‘American nitrile rubbers'for other purposes.39/

Further, the evidence indicates that other imports
substitute less closely for Japaneee or U.S.-pfodnced nittile
rubbers. Imports to the U.S. come from three‘countries
besides Japan: France, Taiwan, and Canada. Petitioner offered
testimony  at the hearing 40/ unrebutted by respondent 41/ that
'1mports from these countries have dlfferent uses than Japanese
and American nitrile rubber, and are not readily substitutable
for them. . For example, according to Petitioner, while both
American and Japanese nitrile tubpers are used in the auto,
footwear, and adhesives industfiee;gz/ and are‘sold in baled
" ‘or ‘latex form, the Prench.product apparently is quite
different. It is sold_in a powdered fofm, and is typically
‘used in the plastics industry fot blending'with‘other

"powders;il/ ‘Although Respondent indicates that the French

39/ See Respondent's Post-Hearing Brief at App. 6 (Letter from
Walter Phillips, The Akro Corp.)

QQ/Tr at 44 46.

41/ Sge e.d.., Respondent ] Post hearing Brlef at 3, n. 14.

42/ Tr. at 45.

43/_1d.
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nitrile rubber and.other-imports as well are good substitutes
for the Japanese nitrile rubber,44/ other evidence supports
Petitioner's contention that there are differences among theeé
imports. Information gat@ered by the Commission‘staff - ‘
suggests, for example, that the physical characteristicsvof
the French nitrile rubber are $omewhat different than Japanese
or American nitrile rubber, that its end uses are somewhat
.different, end that it is nqt clear‘that the‘French product
readilyﬂcan be substituted for the Japanese or American
product.43/ Likewise, staff suggests that the Canadian
product has a different composition.than the Japanese aﬁd
American.products and_to some extent is used in different and
;speciallzed applications. Aﬁ/ |

Respondent offers two addltional arguments to support
their contention that the domestic industry would not have
gained all the:sales lost to LTFV impofte from Japan. First,
Respondent notes that unit values (and.apparent prices) of

both Japanese and other imports are lower than American unit

44/ See Tr. at 104, 107-109; Respondent's Prehearing Brief at
21-22.

45/ See Tr. at 44; Respondent's Post-Hearing Brief at 3, n.

46/_14.
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values (and comparablé prices) .47/ Respondent therefore
argues that if sales of Japanese imports have replaced other
sales due to the low prices of the subject imports, the sales
the imports have replaced must priﬁarily be sales of other
imports.48/ This argument, however, assumes that other
imports are similarly substitutable for Japanese imports, a
conclusion I do not believe borne out by the present record.

Second, Respondent notes that thifd—countfy impOrts‘are
larger and have grown much faster relative to the growth in
domestic U.S. consumption of nitrile rubbers.49/ - From this
observation, Respondent argueé’that the injury to the domestic
industry must be attributed to the other imports and not to
the Japanese imports.50/ Again, however, this point assumes
siﬁilar substitutability for the U.S.-produced nitrile rubber
among the various‘imports. The record does not indicate the
exact sources of doméétic coﬂsumption of riitrile rubber or the
sources of growth’in'domestic'consumption since 1985, but the
evidence is consistent with an inference that domestic

consumption of nitrile rubber has shifted toward uses for

47/ Respondent's Pre-Hearing Brief at 20.
_ 48/ See Tr. at 103-104.

49/ Id. at 106.
50/ 14.
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which third—country products are particularly well-suited.
Absent evidence to the contrary, given the evidence concerning
pricing of LTFV imports and evidence concerning the
characteristics and uses of rubber from various sources, there
is no substantial basis for an inference that the sales of
LTFV Japanese nitrile rubber have not come principally at the
expense of the domestic industry.

One additional point should be noted here. The record
also does not indicate that a significant portibn of the sales
of subject imports represent sales made only due eo the price
at which the Japanese imports were offered. If that were
true, these could not be considered sales that were lost by
the domestic industry (which was unwilling to make those sales
at that price). Inetead, however, the record suggests that
the domestic demand for nitrile rubber was not significantly
affected by the prices charged by the Respondent. In part,
this reflects the fact that demand for nitrile. rubber does not
appear very sensitive to the erice Oof nitrile rubber. Nitrile
rubber is generally a small part of a larger product (for
example, hoses for automobiles);S1/ there do not.appear to be
very good substitutes for nitrile rubber. for most such |

uses:iz/ and very large proportional changes in the prices of

51/ Report at EC-L-166 (May 27, 1988), at 11.
52/ Id.
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nitrile rubber woulq have only. slight impact on the cost of
the larger end-product.53/

While it thus appears that LTFV sales of Japanese nitrile
rubber reduced domestic induStry sales by an amount nearly
equivalent to the subject imports' U.S. sales volume, the
effect of those imports on the prices at which the domestic
industry was able to seli nitrile rubbef'overlthe périod of
investigation appears to have been more'modeét. Petitioner
contends that the subject imports severely depressed the
prices for U.S.-produced nitrile rubber.54/ Respondent
disputes this claim( arguing tha; other factors fully éxplain
the decreasing prices of U.S.—produced nitrile rubber over
most of the period of investigation.33/ Such factors include
decreases in the prices of raw materials from which niprilé
rubber is made and incfeased cost-consciousness of end-users
of components made of nitrile rubber. .

Although the evidence of record does not demonstrate the
absence of any effect on prices of domestically—préduced
nitrile rubber, the evidence does generallf support

Respondent's argument on this point.56/ The finding of

53/ Id.
54/ Petitioner's Pre-Hearing Brief at 29.

55/ Respondent's Pre-Hearing Brief at 17.

56/ Respondent's Pré—Hearing Brief at 17.
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modest: effects on prices of the domestic like product also is
supported by staff estimates of the relationship of subject
imports' prices to domestic like product prices, estimates
that both parties - have accepted as‘falling_within a generally
acceptable range.57/ ' As noted earlier; the presence of
declining domestic prices does not, of itself, demonstrate any
relation to the subject'imports;‘average-prices~of which rose
while average prices of the domestic like product declined.58/
And the evidence on price'comparisons,in particularvcategories
of sales should be scrutlnlzed in llght of the evidence that,
"while domestlc and Japanese nitrile rubbers comprise
substantlally substltutable classes. there are significant
variations w1th1n each class that may 51gnificantly affect the

. price of any glven sale and s1mllarly (dependlng on

el e

57/ See staff elasticity estimates at Report EC-L-166 (May 27,

- 1988, at 8, 11. These together with the market shares of the
subject imports and the domestic like products suggest the
relationship between prices of the imported and domestically-
produced products. R. Lipsey & P. Steiner, Economics 106
(1966). Taking the' estimates .from the staff as identifying a |
general range within which the actual figure for each of these
.relationships might lie and considering for each an array of ..
-possible figures both above and below the staff's estimate, it
does not appear that LTFV .imports of nitrile rubber exercised
more than a small effect on the prlces of the domestic
product ' . . .

58/ Report at INV-L-036 at A-46.
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differences in the mix- of sales being.compared) may affect:- the
relative prices observed.59/ .

In sum, I find from the evidence in. this . investigation
that LTFV imports from Japan reduced sales.of‘domestically--
produced nitrile rubber by nearly .the.full .amount of the
subject imports' U.S. sales volume but .only depressed-prices
of domestically-produced nitrile rubber by a substantially
smaller amount.’

(3) - Impact on-Employment. and .Investment in the.-
Domestic Industry

The statute directs the Commission after looking at the
nature of the imports and their effects on prices for the
domestic like product to consider various factors that ‘might
provide information respecting the impact of the subject ‘
imports on employment and 1nvestment in the domestic 1ndustry.
Facts concerning many of these factors‘are contained in the
Views of the Commission, and I will not restate them here. By
and large, these facts do not clearly indicate the dimenSLOns.
of the LTFV 1mports effects on the domestic industry

Two p01nts respecting the magnitude of those effects not
addressed in the Views of the Commission should however . be .
mentioned One mentioned above in- these Additional Views.

concerns the notion of material injury The Tariff Act does

59/ See Report at A-27, n. 1.
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not establish, nor has the Commission ever adopted, a litmus
test for the materiality of injdry by reason of LTFV imports.
Decision whether the threshold of materiality has been crossed
is a matter ‘left to the judgment of individual Commissioners
in each investigation. That issue is not readily resolved in
an investigation such as this, where the evidence suggests
that the effect of the LTFV imports has neither been dramatic
nor clearly -trivial. -

One witness for Respondent has helped to focus this
issue. He estimated a "worst-case scenario" of injury' from
the subject imports using the assumptions that American
companies would have captured half of current Japanese sales
in the'abSence of -LTFV imports and that U.S. producers would
have satisfied all of the increase in demand out of new’
production rather than by diverting current shipments from .
export markets to the domestic market.6€Q/ On these
assumptions, ‘the witness ‘estimated that "total revenues" of
American producers would have excéeded_phe obseryed figurés‘by
a maximum of "about 3 to 3.5 percenﬁ."ﬁl/ Looking‘at data for
the last full year illustrates the meaning of this estimate.

In 1987, ne;vsales by American producers_of nitrile rubber

60/_Id. at 108-109.
61/ _1Id., at 108.

A

I
A.
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amounted to $96,057,000:§2/.thus, Respondent's argument would
be that American producers' revenues fell by no more than §3.3
million that year as a consequence of LTFV imports from Japan.

Although Respondent does not concede this degree of
injury from LTFV Japanese imports, the evidence indicates a
greater loss of domestic industry sales to tnése imports than
Respondent's projection assumesf6l/ and a correqundingly
greater decrease in the domestic industry's revenues.64/ Even
taking Respondent's "worst case" figure, it is nqt plainly
evident that a revenue loss of $3.3 million in a single year
would be immdaterial. Given that.- total operating income for
the industry was only $3.6 million in 1987,65/ ppose
additional revenues could have: substantially increased returns
to the domestic industry. Having found that Respondent's
assumptions understate the impact of LTFV imports on thg
domestic industry, I believe that. the level of injury, if

still not amounting to - a large percentage of revenue to the

- 62/ Report at A-17 (Table 7).

63/ See discussion gupra, text at notes 36-59.

64/ The "worst case" scenario sketched by Respondent also was
very conservative estimated price effects. $See Tr. at 108.

65/_See Report at A-22 (Table 7).
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domestic industry, satisfies the standard of materia;hinjury
~in the context of this investigation.

A seéond argument. must be addressed here, however, befofe;f
reaching that conclusion. Requndent nptes ;hat the companyv |
. filing -the petition in this investigation,_pqiroyal, has |
- experienced much less financial success over the period Qf,,,
investigation than have the other enterprises in the domes;ic
'nitrile rubber industry.66/ .qu example, Unirqyal has ****

fewer employees than it had in 1984 while‘otpe: companies-iﬁ
the industry altogether have experienced a decline of only
w*x** over this period.€7/ 1In this cirqumstéqce, can tﬁe
industry be said to have suffered material'injury, o?.only
Uniroyal? . ' k

In this investigation, I believe that.the concengration
of harm on a single company does not negate the conclusioﬁ |
that LTFV imports have caused material harm to the doﬁgstic
“industry. For one thing, Respondent has\nqt shown théﬁ the.
difficulties experienced by .Uniroyal is:en;;;ely_due to
factors other than the LTFV imports.<‘ThatJ'pf qou:se!yis not
a burden Respondent must bear- as an initial;matter.” But whenﬁ

other .facts suggest that the industry has experienced material

66/ See Respondent's Post-Hearing Brief at 1-2.

67/ Report at A-13 (Table 4).
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injﬁry by~reaSQn of LTFV imports, the essence of an argument
over the concentration of ‘harm on one company must be-that the
inference from other facts is a mistake, else. the harm would
be more generally experienced by. 6ther companies in. the ° - :
industry which would exhibit similar symptoms of financial i1l
health. Without a showing that factors apart from the imports
~account for the problems faced by the especially distressed
firm, the argument puts  considerable weight on a .single . -
ambiguous fact (that one cdmpany is doing substantially less
well than others).

.Moreover, there is no reason to believe that injury from
imporﬁs necessarily will be distributed evenly:across :all:.
companies in an industry. In this investigation, there is
evidence that séme market segmentation exists, with U:S.
produéers of nitrile rubber serving one segment and some -
serVing another segment.68/ The evidence does not justify any
strong conclusion about the degreé to which this might.explain
whether indeed Unifoyal was especially affected by LTFV
imports or whether instead Uniroyai's relatively weaker .
performance has been the result of unrelated factors while the
effects of imports have been distributed evenly across all
fitm; in the industry. Without such evidence, Iidé not '

believe it appropriate to infer from the mere fact of one

68/ See Memorandum EC-L-165 at 3.
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firm's poor performance relative to the rest of the industryw
that the findings- supported by other evidence should be
rejected as 1nsuff1ciently probative of injury to the
industry. | o
For the reasons stated above. I conclude that the .
domestic nitrile rubber industry was materially injured by

reason of less than fair value imports from Japan






DISSENTING VIENS OF CHAIRMAN SUSAN LIEBELER
oo NITRILE RUBBER ‘FROM JAPAN
f,I . No. 731-TA- 384 (Final) -
A June 10 1988
The Comm1ss1on has reached an aff1rmat1ve determ1nat1onv1n
thxs case.. I Jo1n w1th the Comm1ss1on 1n 1ts discussion of the like
: product. the domest1c 1ndustry and the cond1t1on of the domest1c
,1ndustry Because I f1nd that 1ess than fair value (LTFV) imports
of nitr11e rubber from Japan do not cause or threaten mater1a1
1nJury to the domest1c 1ndustry produc1ng n1tr11e rubber 1/ I offer
;'my dissent1ng views.~ .' ' ”4 ' i 4'

In dec1d1ng whether LTFV 1mports cause or threaten mater1al injury
'to a domest1c 1ndustry. 1t has been the pract1ce of some
Comm1551oners to exam1ne the cond1t1on of the domest1c industry . and
dec1de whether that 1ndustry 1s mater1a11y 1nJured (or threatened |
w1th mater1a1 1nJury) and 1f_so,- o.determ1ne<whether the subJect
A1mports caused the 1nJury i Typicaliy;-the approach to'causatiOn
focuses on a descr1pt1on of trends dur1ng the per1od of
1nvestigat1on. the marg1n of underse111ng (or overse111ng)2/ and
‘anecdotal ev1dence on sales 1ost by domest1c producers to the
4fsubject 1mports.v;*jf::: f ) ' “ . - |
This approach to causat1on has,.I‘beTieve,.s1gn1f1cant
Aashortcom1ngs wh1ch I d1scussed 1n nternal Combust1on gng1ne
upInv,’No; 731 TA-377-(Final), USITC Pub.

l/Mater1a1 retardat1on is not an 1ssue here

2/This margin is derived by .comparing prices reported in the Staff
,“Report for the domestmc and. 1mported product .
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No. 2082 (Addjtiona] Yiews of’Chairman_Ljebeler) I believe it is
preferable to merge“the ana]ysis of”materia] 1nJury and causation
and focus on the effects of the LTFV.-imports on the domest1c
1ndustry .

In determ1n1ng whether LTFV 1mports cause or threaten mater1a1
1nJury to the domest1c 1ndustry the Commlss1on exam1nes the vo]ume
of unfa1r1y traded 1mports, the effect of those 1mports on U. S
prices and the 1mpact of those 1mports on the domest1c 1ndustry 3/
For each of these, one must compare the actual state of the domest1c
1ndustry to the state of the domest1c 1ndustry absent dump1ng If‘
the d1fference between the two states 1s large enough to const1tute
mater1al injury, an aff1rmat1ve dec1s1on must be rendered Thus the
effects of the LfFV lmports must be segregated from a]] other'
factors affect1ng the domest1c industry. 4/

The data conta1ned 1n the record 1nc1ud1ng the Staff Report and
var1ous staff memos, 1n the transcr1pt of the pre- hear1ng
conference; and in subm1ss1ons from the partles, prov1de 1nformat1on
from whlch one can draw appropr1ate 1nferences for analyz1ng the

effects of LTFV 1mports

3/In determining whether unfairly traded imports have caused:or

threatened material injury: the statute d1rects the Comm1ss1on to
"consider, among other- factors -+ . T
(i) the volume of imports of the merchand1se wh1ch is the

subject of the invest:igation, - AR
(ii) the effect of imports of that merchand1se on pr1ces 1n the
United States for like products, and R

(iii) the impact of 1mports of such merchand1se on. domest1c
producers of like products. 19 U.S.C.§1677(B).

4/This should in no way be construed as weighing the different’

effects. In fact, the.opposite.occurs: other causes are removed from
consideration so they do not interfere with the mandate of the law..
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The initial inquiry.attempts to determine the price that Japanese
imports would have sold for absent dumping. This involves a |
comparison of the prices and volumes of the subject imports observed
during the period of the investigation'with the prices and vo]umes
that would have been obtained absent dumping. The dumping margin
determined by the Department of Commerce (Commerce) is useful in
assessing the maximum'increase in the U.S. price of the subject
imports'had they been sold in the United States and Japan at the
same brice.é/. | |

Analysis of the facts collected during this inves;igation enab]e
us to make a reasonable estimate of this price. In this case, the
dumping margins reported by Commerce were 146.5 percent for both
Niphon Zeon Co._Ltd.'and a}] other Japanese producers.6/ The
- dumping marging‘from Commerce were based on home mérket comparison§
for Nippon_Zeon‘Co. Lﬁd.l/ Commerce assigned margins to all other
Japanese pfoducers equal to_those of Nippon Zeon.8/ Approximately

1 1% of the total Japanese njtri]e rubber soid in the U.S. and

Japan is sold in Japan.9/

5/In many cases prices of the subject imports would have increased
less than the amount of the dumping margin had the imports not been
sold at LTFV. In cases where the products are sold in both the
exporter's home market and the United States, the difference in the
prices usually will be lower than the dumping margin. See Office of
Economics Memorandum EC-L-149.

6/53 Fed. Reg. 15,436 (1988).

Z/Nippon Zeon accounted for more than % of all imports of nitrile
rubber from Japan. Rep. at A-8. '

8/1In cases where the exporters home market price is constructed, I
assume that the U.S. price of the import in the absence of dump1ng
would have risen by the full dump1ng margin.

9/See Rep. at A-36. This figure is derived from sales of Nippon Zeon
which accounted for over [ %] of Japanese exports to the United
States.
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Given the fact that the Japanese nitrile produders sell a
significantly greater proportion of their'output in Japan than in
the U.S., they would be inclined to raise their U.S. prices by a
substantial portion of the dumping margin. It is My judgement that
if the exporting firms had not been able to’charge different prices
in the United States and Japan (as would have been the case if the
imports had been fairly traded), the priceé of Japanese nitrile
rubber sold in the United Stétes would have béeh'substahtially
greater and the volume would have been significantly 1owéf'than the
levels actually observed.10/ Thus, absent dumping, significantly
less Japanese nitrile would have been sold in the United Stateé at
far higher prices. | |

These higher prices and lower Vo]uﬁes would affect thé market for

‘domestic nitrile rubber. The statute 1hstructs the Commission to

consider the effect of LTFV imports on the 5r1cés for the domestic
like product and the extent to which the subjéct importéAmay have
depressed the prices for the domestic like product.11/" The statute
also directs the Commission to examine the.market share for the
domestic product and the subject imports, domestic sales, domestic
output and domestic inventories among other facfors;lg/' These
factors are useful in assessing changes in the sale of démeStic

products and relating those changes to the sales of subject imborts

10/Both petitioner and respondent state that increasing the U.S.. .
price of the LTFV import by the full extent of the dumping margin
would have eliminated Japanese imports from the U.S. market.

11/19 U.S.C.81677(7)(B), (C).

12/1d.
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The impact of priceé aﬁd volumes of the LTFV imports on the

demand for the domestic 1ike product depends .on:
1) The economic substitutabi]ity of the LTFV imports
for the doméstic like product énd_for the fairly
traded like products from third countries;13/
2) The LTFV market share,
3) The ava11ab111ty of fairly traded 1mports of the
like product.

Both'betitioner and respondent urge that domestic and Japanese
nitrile rubber are close physital substitutes,Li/ Domestic and
foreign producers often indicate ih'their marketing literature which
grades of rubber'manufactured by differentAproducers tha; are
substitutable.  Further, the fact that domestic users of nitrile
rubber sometimes buy from both domestic and Japanese rubber. -
manufacturers indicates that the LTFV imports and the domestic
nitrile are close physical substitutes.

While these facts indicate that domestic and Japanese rubber are

close physical substitutes, other information in the_record suggests

13/Economic substitutability is one factor which explains the

relationship of demand for the domestic product to the price of the
LTFV imports. An increase in the price of the LTFV import
encourages substitution towards both the domestic like product and
fairly traded imports. A rise in demand for the domestic product
relative to the fairly traded import depends upon its relative
economic substitutability with the LTFV import. Therefore, the
economic substitutability of the LTFV import with the domestic 1like
product implicitly depends upon other available substitutes. . The
relative supply of the fairly traded and domestic products also
affects the demand for the domestic like product.

14/Petitioners post-hearing brief at Exhibit B-9; Respondents_post
hearing brief at Appendix 2. See Office of .Economics Memorandum EC-
L-166, May 27, 1988 at 8-1. : ’
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that their degree of subétitutabi]ity, both physically and; more
importantly, economically, is 1imited First, purchasers of the
product under investigation indicated that the Japanese LTFV 1mport
was of higher quality than the domestic like product. Second,
supply commitmentS‘are generally negotiated for one year periods,
limiting the substitutability of products in the short run. Third,
the rubber must sometimes be "qualified" by the purchaser of the
intermediéte products or components made from nitrile rubber.15/
This limits the abi]ity of nitrile rubber users to switch between
sources. Fourth, the fact that re]ativ? price changestbetween
domestic and LTFV 'Japanese rubber did not engender major changes in
sourcing indicates 1imits to the economic substitutability of the
produ&ts. Finally, the dramatic increase in the U.S. market share
of faﬁrly'traded nitrile suggests the substitutability of domeStic
nitriie rubber for LTFV Japanese nitri]e rubber is somewhat limited
by available substitutable alternatives.l6/

LTFV imbort market share is also importaht;‘ The greater the
market share of the subject imports, the greatek:their effect on the

prices and volumes of .the domestic like product. Japanese nitrile

15/This is especially ‘the case in the auto 1ndustry, the ]argest
user of nitrile rubber products. .

16/Petitioner asserts that nitrile rubber from France and Canada are
not substitutable with the domestic 1ike product. See Tr. at 44-
46. Respondent claims Canadian imports are "highly interchangeable
with U.S. and Japanese nitrile rubber." Post-Hearing Brief of
Respondent Nipporn Zeon at 3 n. 14. According to purchasers, nitrile
rubber produced by a Canadian manufacturer [ 1, competes with
domestic nitrile rubber. (field interviews by Commission staff with
purchasers -in the [ ] area, March 16-17, 1988.) | Competition
between domestic and Canad1an products was also found at the
distributor level. See EC-L=165 at 4. '
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rubber has captured:a‘sma1l share of the u. S market} It was - ]
sercent in- 1984 and 1985 [f ] percent 1n 1986 and - 3] percent in
5987 17/ Because of the sma]] market share of the LTFV 1mports and
the 1mperfect subst1tutab111ty of the domest1c 11ke product and LTFV'
1mports, the demand for domest1c n1tr1]e rubber would respond much |
less than proportlonately to changes in the pr1ce of the LTFV
1mport.L§/ The increase in demand for the domest1c ]1ke product 1s
also-limited by the total share of LTFV 1mports in the u.s. "
market. 19/. Consequently, the 1ncrease in demand for the domest1c
v11ke product would have been s]1ght 20/ o R

The third factor, the ava11ab111ty of fa1r1y traded 1mports'4canf'
increase the magn1tude of the sh1ft in demand for the domest1c 11ke
product. The 1ess e]ast1c the supp]y of fa]r]y traded 1mports. the
greater is the harm from the dumped 1mport to the domest1c 11ke

|
product.

In this ana]ysis, we have assumed that al] other pr1ces (1e " the }
pr1ces for the domest1c and th1rd country fa1r1y traded 11ke'

products) have remained constant.gl/ However, the e11m1nat1on of

17/Report at A-40.

18/ The relationship between the demand for the domest1c 11ke _
product and the price of the LTFV import is captured by the cross-
price elasticity. This measure, by definition, is the percentage -
change in the quantity demanded of the domestic like product. given*a
one percent change in the price of .the LTFV- import.

19/Certainly, the elimination of all Japanese nitrile rubber dur1ng
the period of the investigation, had i#ts price been prohibitive, .
would not have brought about a more than proport1ona1 increase the
demand for the domestic like product. .

20/This is the case .even when, as here, -the- vast maJor1ty of .the
dumping margin-would.have been passed through in the form of h1gher‘
U.S. prices for LTFV imports.

21/In fact, the previous analysis represents a 1ower bound for the
affects of dumping.
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sales at LTFV in th1s case would increase the demand for both the
domest1c l1ke product and the fa1r1y traded import. Only if the
1mport supply curve is hor1zonta1 or 1nf1n1te1y elastic will the
price of the fa1r]y traded product rema1n unchanged If import
supply is 1ess than 1nf1n1te]y elast1c, the demand shift for the
domest1c like product w111 be greater than in the previous analysis
because the pr1ce of th1rd country fa1r1y traded like products would
increase w1th the e11m1nat10n of LTFV sales. . _

In the 1nstant case.‘fa1r1y traded n1tr11e rubber from third
countr1es has obta1ned a steadi]y 1ncreas1ng share of the U.S.
market r1sqng:from [ ] percent in 1984 to [ "1 percent in
1987 2?/ The'abiidty of third countries to supply nitr11e rubber to
th1s market 1s demonstrated by thts 1ncrease in market share.
Further the excess capac1ty of countr1es produc1ng fairly traded
nitriie rubber and the1r ability to redirect exports towards the
U.S..suggestsythe supp]y of fairly traded imports is highly
elasticl23/. Therefore. the sma]] decrease in demand for U.S.

n1tr1]e caused by LTFV sa]es wou]d not have been exacerbated by the

1nab1l1ty of th1rd countries to respond to increases in demand for

their product.gi[

22/Report at A- 40 ‘ T

23/See EC-L-166, May 27 1988 at 13-15. '

24/The existence of an 1nfinite]y elastic import supply curve for
fairly traded imports can never mitigate the changes in demand for
the domestic like product as a consequence of .market share and
substitutability. . A less than infinitely elastic supply, however,
will increase the demand shift. .Restated, the presence of an
infinitely elastic import supply of fairly traded goods creates a
lower bound for the effect on demand for the domestic like product.
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Furtherb much of the Japanese nitriie rubber wouid have been
repiaced by[fairiyitraded imports . 1n'particuiar.simports from
Canada, the largest exporter of nitrile rubber to the United States,
is highiygsubstitutableifor the Japanese'product‘and competes with
bothtthe'U S. and Japanese goods in the*U S. market. The fact that
'the u.s. market share of’ Canadian 1mports has grown larger relative
. to the share held by-U-S producers suggests that the gap left by
the Japanese wou]d have more readiiy been. taken by the- Canadians 25/
The large excess capac1ty of the Canadian producers suggests that
they would have had no problem meeting the increase in demand for
their. product 267 .

The. facts of this case strong]y ‘'suggest that if not for the LTFV
saies, there wouid have been only a siight 1ncrease in the demand
for the~domestic'iike product. Given the size of the dumping
'margins. the=substitutabi]ity of the domestic and LTFV. import goods,
the sma]i market share of the LTFV. imports, and the availability of
substitutab]e fairly traded 1mports. it is. ciear that the amount of
- LTFV saLes which replaced purchases of domestic products was -
immateriai ‘inconsequentiai and insignificant Further._the LTFV
imports did not materially depress the price of the domestic
products that actualiy were soid.

In-addition to those addressed above, the statute also commands
'attention to'otherﬁfactors that-might'support or contradict an

inference regarding;the'effects of LTFV'imports on domestic price

25/1In fact Canadian 1mports are more than three times greater than
those from Japan. Rep. at A-36.

26/See Office of Economics_Memorandum EC-L-166 (May 27, 1988) at 13.
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and production. Information on inventories, capacity utili%ation,
and productivity can suggest reasons. the.subject imports would have.
more' or less effect”than.might at first appear. For examplé,‘gow,-l
capacity utilization in the domestic .industry may suggest
significant-ability to.increase:production.if the absence of LTFV
imports. increased.demand for the domestic, 1ike product,
Concomitantly, if domestic.- capacity- is (virtually) fully utilized,
‘the presence of LTFV imports may. not exert significant.influence
over domestic production,.although the imports wou]d.then,ajfect
price more significantly. : s, T .

The eJidence in the record indicates that sales of LTFV fmports,
did not have a material effect on the prices or volume of: domestic
product. 27/ The domeétic'industry is not. experiencing matéria]_
injury by reason of the LTFV imports. Had Japanese nitrilé rubber .
not: been sold at LTFV, the domestic industry would not.havé
materially increased the prices-and volumes of its: nitrile rubber

sales.

27/The volume effect in this case will be greater than the price
effects because the domestic supply is highly elastic. . There is
ample evidence in the record to support the high elasticity of
domestic supply. The domestic industry has significant excess
capacity to meet increased sales volume. Reported capacity
utilization.fell from 90.5 percent in 1984 to 69 percent. in 1985 and
remained below 80 percent throughout the remainder of the
investigation. - Rep. at A-9, Further, dnventories,. which remained.
stable over the period of investigation, are available to meet
increased demand in the short run. Rep. at A-12. In addition, U.S.
exports could be diverted to the domestic market. Rep. at A-11.
The elasticity estimates of petitioners and the Commission staff
support the conclusion that supply is highly elastic.. 0ffice of
Economics Memorandum EC-L-166 (May 27, 1988). : .
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The statute specifies a number of factors for the Commission to
tonsider that reflect the impact of the subject impOrﬁs on the
domestic 1ndust¥y: actual and potential negative effects on
employment and wages, and actda1 and potential negétive effects on
profits, return on investment, cash flow, ability to raise capital,
and level of investment.28/

These factors can serve as a basis for inference about the
accurhéy of the estimates of the adverse effect of LTFV 1mport5~on'>
‘the -domestic 1hdustry. "Directly observable changes .in the factors -
measuring returns to the domestic industries rarely will be:simply
and ‘readily correlated with LTFV imports, in part because
information on' these factors seldom is kept on bases coextensive
with,the scope of our investigations. -Referentce  -to observed data.on
employment, compensation, profits, cash flow, and similar factors
can, however, -provide inferential support for .the estimates derived
from our earlier analysis or, ‘if inconsistent, can provide a basis
for reexamining them. In this investigation, the information
available on these factors do not support an inference of material
injury to the domestic nitrile rubber industry caused by the subject
imports.,

For the ‘'reasons given above, I .determine that the ‘domestic nitrile
rubber: industry is not materially ‘injured by reason of the LTFV
imports from Japan. I also determine that the domestic industry is .
not threatened with material injury by reason of;the LTFV imports

from Japan.

28/ 19-U.S.C.81677(7)(C).
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In determining'whether a domestic industry is threatened with
material injury by LTFV imports the Commissiqn considers whether any
existing hnusad foreign capacity or increase in fqreign production
capacity is likely to result.in'a significant incréase in exports to
the U.S., any,rabid increase in U.S. market penetration and the
1ike1ihbod-that such penetration will increase to an injurious
level.  We must also cbnsider whether_imborts,will'enter the U.S. at
prices that Wil have_a'depressing-or,suppnessing effect on U.S.

prices.-any:substantial increase in-inventories in the U.S., and the
i potentia1lfor'prodUCt shifting.29/ . A findfng of threat must be -
based‘on_“evidente.that»the threat of matéria} injury is real and
 that. the actual injhry is=materia]ﬂ, and may not be based on “mere
vconJecture or suppos1t10n "30/ | _ |

The data in this 1nvest1gat1on revea]s that Respondent was
openating at a capacity utilization rate of [ .1 in 1987
Respondent has Tittle ava11ab]e excess capac1ty to increase
product1on and it has no plans to construct any new fac111t1es to
produce nitrile rubber in Japan or to 1ncrease capacity at»ex1st1ng
facilities. | : “

The‘Japanese mahket share is.snall and stable, never exceeding
[ 1. From 1986 to 1987.0 -1.131/ Additionally, due to the rise
ot the yen against the dollar, there is-no.thneat_that Japanese

exports of nitrile rubber will increase.

29/19 U.S.C.81677(7)(F)(i).
/__ at (ii).
31/Respondent's Pre- Hear1ng Brief at 28.
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There are other factors which would prevent a threat of increased
Japanese imports. Respondent has stated.that unlike U.S. producers,
it can not shift production to nitrile rubber from other synthetic
rubbers becauQe it employs a.different type of polymerization
reactor than U.S. producers.32/ Furthermore. due to the
considerable waste water Respondent's operations generate, its
facilities are subject to ehvironmenta] controls by the Japanese
government. Any attempt to_ﬁhift or increase nitrile rubber
production would be subject tb government approval,. _

Accordingly, I conclude that a domestic industry is not threatened

by material injury by LTFV imports of nitrile rubber from Japan.

32/Respondent's Pre-Hearing Brief at 26.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On February 12, 1988, the U.S. Department of Commerce published in the
Federal Register (53 FR 4193) its preliminary determination that there is a
reasonable basis to believe or suspect that nitrile rubber 1/ from Japan is
being, or is likely to be, sold in the United States at less than fair value
(LTFV) within the meaning of the Tariff Act of 1930. Accordingly, effective
February 12, 1988, the U.S. Intérnational Trade Commission instituted
investigation No. 731-TA-384 (Final) under section 735(b) of the act (19
U.S.C. § 1673d(b)) to determine whether an industry in the United States is
materially injured or threatened with material injury, or the establishment of
an industry in the United States 1is materlally retarded, by reason of such

imports from Japan.

Notice of the institution of the Commission’s final investigation and of
a public hearing to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of March 2, 1988 (53 FR 6710). 2/ The Commission’s hearing was held
in Washington, DC, on May 3, 1988, 3/ and the briefing and vote were held on
June 2, 1988. The statutory deadline for reporting the Commission’s final
injury’ determination to Commerce is June 10, 1988.

Background

On September 1, 1987, petitions were filed with the Commission and
Commerce by Uniroyal Chemical Co., Inc. (Uniroyal), Middlebury, CT, alleging
that LTFV imports of nitrile rubber from Japan are being sold in the United
States and that an industry in the United States is materially injured and
threatened with material injury by reason of such imports. Accordingly,
effective September 1, 1987, the Commission instituted antidumping
investigation No. 731-TA-384 (Preliminary) under section 733(a) to determine
whether there is a reasonable indication that an industry in the United States
is materially injured or threatened with material injury, or the establishment
of an industry in the United States is materially retarded, ‘by reason of such
imports. On October 16, 1987, the Commission notified Commerce of its

1/ The product covered by this investigation is nitrile rubber, not containing
fillers, pigments, or rubber processing chemicals. For purposes of this
investigation, nitrile rubber refers to the synthetic rubber that is made from
the polymerization of butadiene and acrylonitrile and that does not contain
any type of additive or compounding ingredient having a function in
processing, vulcanization, or end use of the product. Nitrile rubber is
currently provided for in item 446.15 of the Tariff Schedules of the United
States (TSUS) and reported for statistical purposes under item 446.1511 of the
~Tariff Schedules of the United_States. Annotated (TSUSA)-. s e

2/ A copy of the Commission’s Federal Register notice is presented in app. A;

a copy of Commerce’s final Federal Register notice is presented in app. B.

3/ A calendar of witnesses who appeared at the Commission’s hearing is
nresented in app. C.
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affirmative determination with respect to its preliminary investigation. As a
result, Commerce continued its investigation on alleged LTFV sales of nitrile
rubber from Japan.

Previous Investigation

Nitrile rubber has been the subject of one other investigation by the
Commission: a 1976 antidumping investigation, also involving imports from
Japan (investigation No. AA1921-151). As the result of that investigation,
the Commission unanimously determined (two Commissioners not participating)
that an industry in the United States was not being injured or threatened with
injury by reason of the subject product from Japan (USITC Publication 764,
March 1976).

Nature and Extent of the LTFV Sales

Commerce made its final determination with respect to the LTFV imports on
April 25, 1988. 1In order to determine whether sales of the subject nitrile
rubber from Japan were made in the United States at LTFV, Commerce compared
the U.S. price with the foreign market value. The period examined by
Commerce’s investigation was January 1, 1987, through September 30, 1987. The
weighted-average LTFV margin was determined to be 146.5 percent for Nippon
Zeon Co., Ltd., and for all other producers and exporters. 1/ Commerce also
concluded that "critical circumstances” do not exist within the meaning of
section 733(e) of the act with respect to imports of nitrile rubber from
Japan. Commerce has directed the U.S. Customs Service to suspend liquidation
of all imports of the subject merchandise entered, or withdrawn from warehouse
for consumption, on or after February 12, 1988.

Thé froduct.\

Description and uses

The product subject to the petitioner’s complaint, raw nitrile rubber, is
also known as acryloﬁitrile-butadiene rubber, butadiene-acrylonitrile rubber,
NBR, or N-type rubber. This synthetic rubber 2/ is produced by the
copolymerization of butadiene and acrylonitrile, 3/ without any additives 4/

1/ Nippon Zeon is the principal producer of nitrile rubber in Japan and
accounts for nearly all exports to the United States. Commerce examined all
of Nippon Zeon’s sales to the United States during the period of investigation,
which totaled * * * pounds valued at $%* % %, * ¥ * sales were found to be at
LTFV; margins on individual sales ranged from %* % % percent to ¥ * * percent.
2/ "Rubber” refers to a broad group of complex solid materials, both natural
and synthetic, which are characterized primarily by their ability to return
rapidly to their initial dimensions and shape after substantial deformation by
a weak stress and release of the stress. »

3/ Synthetic rubbers are defined primarily by the basic raw materials from
which they are made--in this case, acrylonitrile and butadiene.

4/ Other than short-stopping agents or "short stops,” which are chemicals that
terminate polymerization at about 75 percent completion to prevent undesirable
cross-linking, and anti-oxidants or other types of stabilizers.
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or compounding ingredients having a function in the processing of the rubber
(compounding, shaping, and/or vulcanization) for end-use purposes. 1/ Nitrile
rubber 1is characterized primarily by a high degree of resistance to petroleum
chemicals (oils, fuels, and solvents) and by superior flexibility at low
temperatures. . Accordingly, it is used principally in products where such
characteriétics are demanded-:-such as adhesives, footwear, wire and cable
insulators, industrial belts and hoses, and seals and gaskets for automotive
and other types of equipment. Raw nitrile rubber, however, must be further
processed--i.e., infused or compounded with other ingredients, shaped, and/or
vulcanized, before it can be used to manufacture any of these products.

Nitrile rubber is produced by mixing butadiene in water with
acrylonitrile, catalysts, an emulsifier (soap), and other reaction-controlling
agents. These products react in a series of polymerization steps to form
nitrile rubber emulsified in water. About 10 percent of nitrile rubber is
" sold in this form, known as latex. The remainder and vast bulk of nitrile
rubber, however, is removed from the water, dried, and shipped in the form of
55- to 70-pound bales. (Smaller amounts may be shipped in the form of slabs,
crumbs, or powder according to the preferences of individual buyers.)

The industry classifies nitrile rubber into three ranges of acrylonitrile
content for pricing purposes: low, or less than 28 percent; medium, or 28 to
35 percent; and high, or greater than 35 percent. 2/ As acrylonitrile content
increases, resistance of the finished article to crude petroleum and fuel
(e.g., gasoline) increases, but flexibility at low temperature and resilience
decreases. Thus, nitrile rubber that has a higher-than-average acrylonitrile
content is used primarily for products requiring high resistance to crude
petroleum and fuel, such as oll well parts, engine seals, and fuel hoses.
Nitrile rubber with lower than average acrylonitrile content is used where low
temperature flexibility and resilience is more important than crude petroleum
resistance, such as in adhesives, footwear, and industrial belts. Producers
usually offer nitrile rubber with varying degrees of acrylonitrile content to
suit the needs of various buyers and end-use products. The wvast bulk
(approximately 70 percent) of both the U.S.-produced and imported product is
of medium acrylonitrile content, from which most seals, hoses, and gaskets for
the automobile industry are produced.

The viscosity of nitrile rubber is the only other variable important to
purchasers’ needs and for which a range of values is offered by producers.
Virtually all other variables, such as tensile strength, specific gravity, and
elongation, are functions of acrylonitrile content and viscosity. Several
viscosities may be available for a specified acrylonitrile content. 1In
practice, producers offer discrete products, each designated by a number,
letter, or number-letter combination (e.g., BJLT, DN-223, N-34) and each

1/ Another reason for terminating the reaction is that, owing to monomer
depletion, the polymerization rate slows down in late stages to the point at
which it is uneconomical to continue. '

2/ The higher the weight proportion of the acrylonitrile component, the higher
the production cost; other factors being equal, price varies accordingly.
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having a specified acrylonitrile content and viscosity. 1/ Buyers will order
from among a producer’s discrete list of products accordingly. For the most
part, what is available from one producer is available from another, although
some variability is associated with the specifications for a particular
product. - According to testimony at the Commission’s conference, this
variability is generally less for Japanese-produced nitrile rubber than for
U.S.-produced nitrile rubber. 2/

Several other kinds of rubber--notably neoprene, acrylate, and
fluorocarbons--can be used in place of nitrile for many applications, but not
without compromising many of nitrile rubber’s advantages, including cost. '
Whereas acrylate and fluorocarbons, for example, have crude-petroleum-
resistant properties superior to those of nitrile at high temperature, they
lack nitrile’s low-temperature flexibility and are 2 to 16 times as
expensive. Consequently, they tend to be used only in applications that
require a higher resistance to heat than is possible with nitrile products.
Although neoprene sells for approximately the same price as nitrile and is
superior in terms of electrical insulation, it is considerably less resistant
to crude petroleum, fuels, and solvents. During the last 20 to 30 years,
nitrile rubber, a newer product, has tended to displace neoprene in many
applications. 3/

U.S. tariff treatment

Nitrile rubber is provided for in TSUS item 446. 15, a classification that
includes all synthetic rubber, whether or not containing add1t1ves or
compounding ingredients having a function in further processing. Nitrile
rubber not containing fillers, pigments, or rubber-processing chemicals is
separately reported for statistical purposes under TSUSA item 446.1511. The
column 1 (most-favored-nation) rate of duty for this tariff item, applicéble‘“
to imports from Japan, is free. Such imports are classifiable under subheading
4002.59.00 of the proposed Harmonized Tariff Schedule of the United States.

U.S. Channels of Distribution’

In the United States most U.S.-produced nitrile rubber is sold either
directly to unrelated end users or to unrelated custom mixers, which add
compounding ingredients (such as vulcanization agents, accelerators,
activators, age resistors, fillers, plasticizers (softeners), pigments, and

1/ There is some confusion in the industry as to the use of the term "grade.”
In some cases "grade” refers to nitrile rubber with a certain acrylonitrile
content, or at least that within a certain range (low, medium, or high). 1In
other cases it refers to the discrete product offered by the producer--i.e.,
BJLT, DN-223, etc.--which implies not only acrylonitrile content but also
viscosity and all other derivative factors.

2/ Transcript of the preliminary conference, pp. 72-73.

3/ Nitrile rubber has been displaced to some extent by plastics, such as
chlorinated polyethylene, in wire and cable applications. -
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lubricants) to the basic rubber, then shape and vulcanize 1/ the mixture, -
and/or otherwise process it into forms for specific end uses. Nitrile rubber
is of little or no use until it is compounded with other ingredients, shaped, -
and vulcanized. The automobile and light truck industry is the largest single-.
user of nitrile rubber products. : z

Most Japanese nitrile rubber is imported by one firm and sold to an
exclusive but unrelated distributor which in turn sells to custom mixers and
end users (see the section of this report entitled "Japanese Producers and
U.S. Importers”). The following tabulation shows the shares of shipments .of
U.S.—produceﬁ and Japanese-produced nitrile rubber sold to custom mixers and
end users (in percent, based on quantity):

1984 1985 - 1986 1987
U.S. -produced: :

Sold to custom mixers...... 15 15 19 21
‘Sold to end users.......... 85 _85 _81 79
Total.......ooivvvnnvenn 100 100 100 100

Japanese-produced: , '
'Sold to custom mixers...... e dedek ok sodese
Sold to end users.......... Jedede Yedode Fkede ) ke

Total........onvieiennnn IGB IEB 165 100

U.S. Producers

In addition to the petitioner, which produces nitrile rubber at a plant
in Painesville, OH, three other firms manufacture nitrile rubber in the United
States: Goodyear Tire & Rubber Co. (Goodyear) at two plants located in
Houston, TX, and Akron, OH; BFGoodrich Co. (BFGoodrich) at a plant in
Louisville, KY; and Copolymer Rubber, Inc. (Copolymer) at a plant in Baton
Rouge, LA. * % %, All four producers provided data in response to -the
Commission’s questionnaire. The petitioner accounted for * ¥ * percent of
U.S. production in 1987; Goodyear, BFGoodrich, and Copolymer accounted for
about * * % % % % and % * * percent, respectively.

All of the producers--in addition to several hundred other firms--further
process nitrile rubber for specific end uses, but in relatively small
quantities. All of the above-named firms except Copolymer are large
multinational corporations and all manufacture rubber products other than
nitrile--some, particularly styrene rubber, with the same equipment. None of
these firms produces butadiene or acrylonitrile, the basic raw materials from
which nitrile rubber is made.

1/ Vulcanization or curing is the final rubber processing step.. Vulcanization
refers to the conversion of rubber (in this case nitrile rubber) from a
predominantly soft, plastic-like material into a strong elastic (rubbery)
material. This is accomplished by forming three-dimensional cross-linking
between the single molecules to obtain a continuous network of flexible
elastic chains. Vulcanization of nitrile rubber may be carried out with
sulfur and heat, the traditional vulcanization method; or, vulcanization may -
be brought about with sulfur donors or other suitable.chemicals, such as
organic peroxides.
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Japanese Producers and U.S. Importers.

Two companies produce nitrile rubber in Japan--Nippon Zeon Co., Ltd.
(Nippon Zeon), Tokyo, and Japan.Synthetic Rubber Co. Ltd. (JSR), Tokyo. 1/
Both companies export nitrile rubber to the United States. The vast bulk of
nitrile rubber exported to the United States from Japan is produced by Nippon
Zeon ;- .exported by the trading-company .Nichimen.Industrial Co., Ltd., Tokyo,
and imported.by its marketing subsidiary, Nichimen America, Inc. (Nichimen), a
chemical-products distributor in New York, NY. 'Nearly all of the nitrile
rubber that Nichimen imports is resold, without.further processing, to
Goldsmith and Eggleton, Inc. (G&E), 2/ Akron, OH, another chemical-products
distributor, which then distributes the unprocessed material to-various rubber
processors and rubber-product manufacturers. Material produced by JSR, which
accounts for only about * * * percent of exports to the United States from
Japan, is imported by a related firm, JSR America, Inc. (JSR America), New
York, NY, a distributor of chemical products. ‘ .

Consideration of Alleged Material Injury to an
Industry in the United States

U.S. production, capacity, and: capacity utilization.

The equipment used to produce nitrile rubber in the United States can be
and is used to produce other products, particularly styrene rubber (a mixture
of styrene and butadiene). Production of other products accounted for about
* * * percent of Goodyear'’s equipment’s time, * * * percent of BFGoodrich's
equipment’s time, and * * % percent of Copolymer’s equipment’s time during the

- period for which data were collected. * % %, Data for U.S. producers’

capacity, shown in table 1, reflect the amount of the equipment’s. time U.S.
producers allocated or made available to the subject product.: As shown in
table 1, total capacity increased by 10 percent from 1984 through 1987.- :The
increase was.due to * % % in 1985 and to ¥ * * in 1987. According to

questionnaire responses, ¥ % %,

U.S. production declined by 21.7 percent from 1984 to 1985 and then
increased by 8.4 percent in 1986, but to a level still 15.2 percent below that
in 1984.. Production in 1987 increased by 14.3 percent from production in
1986. None of the producers reported any significant losses in production due
to employment-related problems, sourcing problems, transitions, power
shortages, natural disasters, or any other unusual circumstances. . For the
most part capacity utilization reflects the changes in production, as shown in
table 1. : :

1/ This was confirmed by the U.S. State Départment,l* * %k,
2/ * * %, , , .



Table 1 . o
Nitrile rubber: U.S. production, average practical.capacity, and capacity
utilization, by firms, 1984-87 : ’ o

Item and firm 1984 1985 1986 . 1987

Quantitj (1,000 pounds)

Production: _
BFGoodrich................ Yedede ke dedede dedeke
Copolymer................. Jrik ekcke dekede Jekede
Goodyear.................. Kk Fekede Fkke dekede
Uniroyal.................. . Jedeke L dekeke Jedcke dekeke

Total...... e e 132,734 103,908 . 112,617 . . 128,681

Average practical capacity: ‘ - o
BFGoodrich 1/............. Fedek ik Fedek dedede
Copolymer 2/............. “ Yk dedcke Fokke | Fedeke
Goodyear 1/............... Frick Uk Fokeke . S dedek
‘Uniroyal 3/............... ik | Wk . ik o Yekd

Total.............. PR . 146,720 . 150,700 . 153,750 161,460

. Percent -
‘Ratio of production to C :

capacity: : . oo
BFGoodrich...:............ dokede Yok - dekede L ek
Copolymer................. Yk ok Fedede Fedede
Goodyear.......... ... Fedde dedede dedeke Jedede
Uniroyal............. e Yedek ke s ekl
cAverage. ... ... i 90.5 69.0 . 73.2 . 79.7

1/ * * *,

2/ k ke ok, . . .

2/ * %ok, F .

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

U.S. producers’ intracompany consumption, domestic. shipments, and exports
U.S. producers provided the Commission with intracompany consumption:.and

shipments data for 1981-87. Intracompany consumption of nitrile rubber by,
U.S. producers declined from 26.5 million pounds in 1981 to 18.3 million ..
pounds in 1983, increased to 21.7 million pounds in 1984, then declined
annually thereafter to 13.9 million pounds in 1987. As a share of total
shipments, intracompany consumption declined from 22.1 percent in 1981 to 11.6
percent in 1987, as shown in the following tabulation (in thousands of pounds):

1



. . . Intracompany : . -
Intracompany Domestic and domestic - .
Year consumption shipments shipments Exports Total
1981..... 26,508 80,504 107,012 12,796 - 119,808
1982..... 19,117 63,552 82,669 11,668 94,337
1983..... 18,337 . .72,079 90,416 10,834 101,250
1984..... 21,689 87,332 109 021 15,581 124,602
1985..... 19,063 78,655 97,718 12,694 110,412
1986..... 18,737 -'77,172 95,909 19,045 114,954

1987..... 13,931 79,107 93,038 26,892 119,930

U.S. producers’ domestic shipments declined by 21.1 percent from-80.5
million pounds in 1981 to 63.6 million pounds in 1982, then increased by 37.4
percent to 87.3 million pounds in 1984. Domestic shipments declined in 1985
and again in 1986, dropping 11.6 percent from shipments in 1984: Such
shipments increased by 2.5 percent in 1987 from 1986, to 79.1 million pounds,
which was 9.4 percent below 1984 shipments and 1.7 percent below 1981.
shipments. During 1984-87, nitrile rubber with medium acrylonitrile content
(over 28 percent to 35 percent) averaged 78 percent of total domestic
shipments while that with medium-high acrylonitrile content (35 percent to 42
percent) averaged 10 percent, and nitrile rubber with medium-low acrylonitrile
content (24 percent to 28 percent) averaged 8 percent. 1/ Figure 1 presents a
comparison of U.S. producers’ intracompany consumption, domestic shipments,
and exports for 1981-87; table 2 presents shipments data by company for .
1984-87. ‘

Export shipments by U.S. producers declined by 15.3 percent from 12.8
million pounds in 1981 to 10.8 million pounds in 1983. Exports then increased
to 15.6 million pounds in 1984, dropped to 12.7 million pounds in 1985, then
rose in 1986 and again in 1987, reaching 26.9 million pounds. As a share of
U.S. producers’ total shipments, exports increased irregularly from 10.7
percent in 1981 to 22.4 percent in 1987. Principal markets for U.S. exports
were Western Europe, Asia, and Canada. : .

Inventories

U.S. producers’ end-of-period inventories declined by 23.6 percent from
1984 to 1986, and then increased by .16.3 percent in 1987 (table 3). As a
percentage of total shipments, inventories followed the.same trend, declining
from 25.6 percent to 20.9 percent during 1984-86, and.then increasing to 22.1
percent in 1987. - ‘ : - :

1/ For comparison purposes, U.S. shipments of Japanese-produced nitrile rubber
by G&E, Nippon Zeon’s U.S. distributor, averaged as follows during 1984-87:
medium content, * % % percent; medium-high content, * * % percent; and medium-
low content, * % * percent. At the Commission’s hearing, Mr. Fairclough,
Business Manager for Uniroyal, stated that there has been very little shift in
product mix through the period of this investigation (Transcript, p. 35).



Figure 1.--Nitrile rubber: U.S. producers' intracompany consumption,
domestic shipments, and exports, 1981-87
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Table 2

Nitrile rubber: U.S. producers’ intracompany consumption, domestic shipments,
and exports, by firms, 1984-87

Item and firm 1984 1985 1986 1987

Quantity (1,000 pounds)

Intracompany consumption:

BFGoodrich................ Fick Jekke dedede Fedcde
Copolymer...........ovcuen ik deick dodede Fedcke
Goodyear.................. k¥ ik ik ke
Uniroyal.................. Yeicke ik Joirke ik
Total.........oovvvennne 21,689 19,063 18,737 13,931
Domestic shipments: ‘
BFGoodrich................ deck doicke etk dekeke
Copolymer.............c.... Aehk Fekok dirk Fedeke
Goodyear.................. | kK Yook dedeke ddek
Uniroyal.................. Jedeke ik adadad dedeke
Total.........coovvn.n 87,332 78,655 77,172 79,107
Exports:
BFGoodrich................ Yk Jedeke Fedede dedede
Copolymer................. Jedke Jedeke Fodcke ke
Goodyear.................. ok Sk ik dedede
Uniroyal.............. .. .. Yedek adadad adakad dedede
Total........ooiivnnnnn 15,581 12,694 19,045 26,892
Value (1,000 dollars)
Intracompany consumption:
BFGoodrich................ Joick dekk Fedeke dedede
Copolymer................. Jedeke ik Jedeke Jedede
Goodyear............o00u.n ekeke dedele Jokeke ik
Uniroyal............ivinn ik ik Jedeke ek
Total.........ovvvnvnnnn 21,718 18,695 18,420 14,089
Domestic shipments:
BFGoodrich................ ik dekek ik Jolk
Copolymer...........couu.s okl ik ok Kedek
Goodyear........coieutuunas dricke dedeke doiek Jeicde
Uniroyal...........co00une Sokke ke Jedek Yedede
Total..........civenunnn 84,587 72,466 66,646 67,468
Exports: : '
BFGoodrich................ il deicde Fedeke dedrk
Copolymer................. doink dedeke dekede Jedek
Goodyear...........ce0rnn ok deirke ik deick
Uniroyal..........ccoovuuts badaded deicke Jodek Jokrde

Total.................. 13,546 10,937 13,796 19,564
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Table 2--Continued
Nitrile rubber: U.S. producers’ intrdcompany consumption, domestic shipments,
and exports, by firms, 1984-87

Item and firm 1984 1985 1986 ‘ 1987

Unit value (per pound)
Intracompany consumption: i

BFGoodrich................ § ddex § Nk $ Fde § Yhx
Copolymer................. Feiek Fedek sodeke dekeke
Goodyear.................. it Fedck dedeke dedeke
Uniroyal.................. ke Fekek ke adadad
Average........... 000 1.00 .98 .98 1.01
Domestic shipments: , _
BFGoodrich................ § ok § Fdok § ek $ rded
Copolymer................. Fekeke S i C dedeke
Goodyear.................. Jedede ik | dedee ‘ Fedeke
Uniroyal.................. bakadad vk hedkadad Hdeke
Average...........ceuu.s .97 .92 .86 - .85
Exports: i ‘ _
BFGoodrich................ § ddek § Yok § Ik § dedek
Copolymer............ e Fedede dekeke Jedede Fevede
Goodyear.................. Fedede dedede Jedede edede
Uniroyal............... SE Fokek Sedede dedede Feoddke
Average........... PR ’ - .87 .86 .72 73

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

v

Employment

As stated previously, the equipment used to produce nitrile rubber can be
and is used to produce other products. Workers at these plants apportion
their time accordingly. The data shown for U.S. producers’ employment in
tables 4 and 5 represent an allocation of workers, time, and compensation to
the subject product (equivalent to the proportion of the equipment’s time used
to produce the subject product).- Although different methodologles were used
by the producers to arrive at these data, each producer’s methodology was
consistent from period to period, and therefore the trends--both for
individual producers and for the aggregate--are believed to be reliable.
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Table 3 :
Nitrile rubber: U.S. producers’ end-of-period inventories, by firms, 1984-87

Item and £irm ' 1984 1985 1986 1987
Quantity (1,000 pounds)
Inventories: Ly
BFGoodrich..... e Frdnk dedede deick Fdewe
Copolymer....... e " dekk : ke ik dedeke
Goodyear................... Jedede dedcke ok R A
Uniroyal........ e e - Wk . Fkek ) akadad Jedede
Total........oviununnn .- 26,330 21,603 20,127 . 23,410
Percent
Ratio of inventories to
total shipments: 1/ :
BFGoodrich......... S - ik Frdeke dedede dekede
Copolymer....... e Fodek dedede dekede dedede
Goodyear.......icuuuuunenns ook - Fedek i dekeske
Uniroyal................... ke Kk *dcke Codkk
AVETEZe. . .ot v vt tniaan s 25.6 23.6 20.9 22.1

1/ Includes export shipments.

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

The average number of production and related workers producing nitrile
rubber in the United States declined by 8.7 percent from 1984 to 1987. While
the number of workers dropped steadily during 1984-87, hours worked dropped
during 1984-86 before recovering in 1987, and productivity and total
compensation decreased only during 1985; .these last two measures increased
during 1986 and 1987 to points above 1984 levels.  Unit labor costs showed
littLg-changé, as shown .in table 5. Workers employed by all four U.S.
producers are represented by unions. ot C ’

U.S. K producers were asked to report’ any reductions in the number of
production and related workers if such reduction involved at least 5 percent
of the workforce or 50 workers. Copolymer * * %, BFGoodrich * * %, Goodyear
* % %, Uniroyal * % %,k & % % S - _ S
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Table 4 : .
Average number of production and related workers producing nitrile rubber in
U.S. establishments, hours worked by sich workers, and output per hour worked,
by firms, 1984-87 R TP o . ‘ : '

Item and firm 1984 1985 1986 1987
Averége number of pfbdﬁctibn

and related workers

producing nitrile rubber:

BFGoodrich.................. dedede Jkek Aok Fedede
Copolymer.........covuveeenn Fdek dedeke deded Yok i
Goodyear......... T T dedek edeke deick ik ¥
Uniroyal......... T w dedede Fedeke ik dedede :

Total.......... P T 264 250 242 241

Hours worked by production g ' C

" and related workers pro-

ducing nitrile rubber: DR Co
BFGoodrich (1,000 hours).... ¥¥&* dedede Sedcke dededs
Copolymer (1,000 hcurs)..... dedede dedeke dodede dedede
Goodyear (1,000 hours)...... Jedede L " ek " ke
Uniroyal (1,000 hours)...... T dedede Yoirk < edeke Sedede

Total (1,000 hours)....... "~ 549 483 ‘475 487

Output (production) of nitrile-
rubber per hour worked: "
BFGoodrich (pounds)......... T ek

Feick Fedede Frdede

Copolymer (pounds).......... Jedde dedeke dedek Fetede

Goodyear (pounds)........... Fkek ik ke dekede

Uniroyal (pounds):.......... © dedok edede Sedede edese
Average (pounds).......... 242 21 ' ‘

w
I\
W
]
(X
o
N

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



A-14

Table 5 : :
Total compensation and average hourly compensation paid to production and
related workers producing nitrile rubber in U.S. establishments, and unit
labor cost of such production. by firms. 1984 87

Item and firm’ 1984 1985 1986 1987

Total compensation paid to

production and related
" workers producing -

nitrile rubber:
BFGoodrich (1,000 dollars)... L Yekede
‘Copolymer. (1,000 dollars).... edede
‘Goodyear (1,000 dollars)..... dokk
Uniroyal (1,000 dollars)., adaded

1111
1111

I
0
®
[
o
L
®
&

Total (1,000 dollars)...,.. 10,632 9,323 10
Hourly total compensation ' Lo

paid to production and

related workers

producing nitrile rubber:

- BFGoodrich...... e cres § dedek
Copolymer............ P i
Goodyear.......ooveuvenesonas e
Uniroyal.......covvnienennnns Foko

$H¥

w1fid

T 21.5

w
SN
(L)

Average..........couieiinnans -19.37 19
Unit labor cost of producing :
nitrile rubber: ' :
BFGoodrich (per pound)....... § wok
Copolymer (per pound)....,... = d¥¥
Goodyear (per pound)......... dedrde
Uniroyal (per pound)..... .}... Wedede

PEEEE
AEEE:

Average (per pound)..,..... .08

Source: ompiled from datg submitted in response to questionnaires of the
U.S. International Trade Commission..
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Financial experience of U.S. producers

Four producers accounting for 100 percent of U S production of nitrile.
rubber in 1987, ,supplied.income-and-loss data for both .the total operations of
their establishments in which nitrile rubber is produced and, separately, for

their nitrile rubber operations.

Overall esteblishment operations. -—Net sales for overall establishment )
and nitrile rubber operations are shown in the tabulation below, by firms, for
1987: :

Net sales - 2 Nitrile rubber’s

. : share of establish-
Firm . Nitrile rubber Establishment ~ ment sales
o ' " --------1,000 dollars -------- . Percent . Ly
BFGoodrich. ... - Wik 1y wkk Feick
Copolymer....... *kk Co 2/ wkk e Fekk
Goodyear........ ik 3/ Fk il
Uniroyal........ b4/ Fokek S/ ik ’ Yelede
1/ % * %
2/ * * %
3/ % * *
L) ¥ K %
5/ % ¥ %

The establishment income-and-loss data for these producers are summarized
in table 6. Additional corporate financial data are included in appendix D.

Nitrile rubber operations.--The income-and-loss experience of U.S.
producers on their nitrile rubber. operations is presented in table 7. Net
sales declined 15.2 percent from $114.0 million in 1984-to $96.8 million in
1985. In 1986 sales were $91.4 million, a decrease of 5.5 percent from 1985
sales. Net sales increased by 5.1 percent to $96.1 million in 1987. - -
Operating income was $15. 6 million in 1984, $5.4 million in 1986, and $3.6
million in 1987. An operating loss of $528,000 was incurred in 1985.
Operating income (loss) margins, as a percent of sales; were 13.7, (0.5), 6. 0
and 3.8 in 1984, 1985, 1986, and 1987, respectively. Interim 1987 sales were -
§* * % an increase of * * * percent from 1986 interim sales of $* * %, .. In
interim 1986 an operating income of $* * * was achieved, compared with an
operating income of $* * * in interim 1987. '

Because the raw materials, butadiene ‘and acrylonitrile, are such large
components in U.S. producers’ cost of production, they are significant factors
in overall profitability. Recent increases in raw material costs have
affected profitability. 1In * * * Uniroyal notified its customers of a
* * %-percent increase in raw material prices since * * % and the need to
increase prices (by * * %), 1/

1/ See * * * letter from Uniroyal to its customers, shown in app. E.
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Table 6

Income-and-loss experience of U.S. producers on the overall operations of
their establishments within which nitrile rubber is produced, accounting years
1984-87 and interim periods ended Dec. 31, 1986, and Dec. 31, 1987 1/

Interim period
énded Dec. 31--

Item and firm 1984 1985 1986 1987 1986 1987
Value (1,000 dollars)
Net sales: .
BFGoodrich...... ek Yedok etk ik eick ek
Copolymer....... Fedek Fedede ek dedeke Yedeke dedede
Goodyear........ dedede Jelede Yodeke Fedede dede dedeke
Uniroyal........ bedadad Fedede bkl dedede dededs Jedede
Total......... 488,732 407,233 358,982 439,648 Fekede balatd
Gross profit: :
BFGoodrich...... ik il ke dedede Jedede dedeke
Copolymer....... dokde Fedede Yok Yedede deiede Yok
Goodyear........ Jekede Yedcke dedede dedede Yedede dedeke
Uniroyal........ hadaded dedede dedede akadad dedede ke
Total......... 39,965 19,352 50,421 49,586 Fekede etk
Operating income
or (loss):
BFGoodrich...... Jedede deiek Jedek dedeke Sedede fedede
Copolymer....... Fedele dedeke deicde Jedeke Yokekt Jedede
Goodyear....... . Fekede ek dedrk ek dekode Jedele
Uniroyal........ kel ek Jedede dedcde dedede dedede
Total......... 15,042 (5,846) 28,101 26,410 Jedede hakadad
Percent of net sales
Gross profit: _
BFGoodrich...... dedek Fedck dedrde Jekede deicke Yk
Copolymer....... ek dedede dodede ek edede Fedre
Goodyear........ dedek dricde Fie ke dekee dedeie drdeke
Uniroyal........ Yede Jedede dedk ek dokde Jedede
Average....... 8.2 4.8 14.0 11.3 ek Yedeke
Operating income ' -
or (loss):
BFGoodrich...... Fedede ik ke Fedcde ke Fedcde
Copolymer....... Fedede Fedede Yodrke dedede Fede Jedede
Goodyear........ A Fedok Fedek ik dedede dedede dedede
Uniroyal........ dekeke Jeiede : Fdeke Fedede Jedede Jedede
Average....... 3.1 (1.4) 7.8 6.0 Fedck dedcke
1/ % % %, ok ok ok, Ak k, k ok ok hok ok
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.



Table 7

Income-and-loss experience of .U.S. producers on their operations producing-.
nitrile rubber . accounting years 1984- 87, and interim periods ended Dec. 31,
1986, and Dec. 31 1987 1/ . . . :

P

Interim peridd
ended Dec. 31--

Item . | . 1984 1985 1986 . 1987 1986 1987

Value (1,000 dollars)

Net sales........... e ;. 114,041 96,753 91,437 96,057

Fedede dedeke

Cost of goods-sold............ - 88,893 87,571 76,242 82,301 ¥k doirk
Gross profit........ ee e i 25,148 .9,182 15,195 13,756 dk Fedeke
General, selling, and S . - :

‘administrative expenses..... - 9,502 9,710 9,752 10,138 & elcke
Operating income or (loss).... 15,646 (528) 5,443 3,618 ¥ el
Interest exXpense.............. 3 k| ok ek ik Kk ek
Other income or (expense) ..... - ke deiek dekoke dekke  dekck dedede
Net income or (loss)..........: 14,112 (1,815) 5,227 3,594 dohek ke
Depreciation, amortization, . - ..

included above.... :i........ "‘2,692 3,310 3,676 . 3,951 owx etk
Cash flow 2/............ ..., 16,804 1,495 8,903 7,545 dox it

Share of net sales (percent)

Cost of goods sold............ - 77.9 90.5 83.4 85.7 vk Fkde
Gross profit.................. : 22.1 - - 9.5 16.6 14,3 ek Frdcke

General, selling, and N . o
administrative expenses..... 8.3  10.0 10.7 10.6 kk dedeke
Operating income or (loss).... : - 13.7 (0.5) 6.0 3.8 F¥n dedeke
' ' 5.7 3.7 dedede

Net income or (loss).......... 12.4 (1.9)

1/ % %k d, kdd, Kk kK, ok ok K, Kk h K,

2/ Cash flow is defined as net income or loss plus- depreciation and
amortization. : :

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

. The individual income-and-loss history of each producer is presented.in
table 8. It is apparent that there is a wide discrepancy in profitability
among the individual companies. ' The industry’s overall profitability was at
its highest level in 1984, then results for all four companies declined in
1985. The industry recovered in 1986-% * *. . The. profitability divergence
between individual companies widened in 1987 when * * *, The differences in
performance among the companies are primarily due to- the.individual
characteristics of their operations All of the companies experienced a
decline in their average unit selling price between 1984 and 1987 (table 9).
The cost of goods sold * * ¥, * % % general, selling, and administrative
expenses * * * between 1984 and 1987. * * %, One of the major reasons for
the high level of profitability for * % * and * * * was % * *, % * %,

% % %, Domestic shipments * % %, % % %,  TInterim period data * * %, The
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Table 8 : :

Income-and-loss experience of four U.s. producers on their operations
producing nitrile rubber, accounting years 1984 87 and interim periods ended
Dec: 31 1986, and Dec. 31, 1987 _/ '

Interim period
ended Dec. 31--

Item and firm 1984 i 1985 1986 . 1987 . 1986 1987

" Value (1,000 dollars)
Net sales: o : 4
. ‘BFGoodrich,..... ol Jedese - Yedek dedete dolede Yotk
“Copolymer....... Hedeke dokede ek ik Yok ek
Goodyear........ T i ek | ek el Fedese edede
Uniroyal........ .. ¥edede dekede. - Jedede dedede dedede Yok
Total......... 114,041 96,753 = 91,437 96,057 - ik Yedek
Gross profit: IR ' _ B
‘BFGoodrich...... Yol . ik Fedek Yeiok Yedede dedcke
COpolymer ...... W ek Yok Jelede Yook ek delkode
Goodyear........ : Jokek deicke Jedrke delede E ) dedede
Uniroyal..... e dedrde eick ik . Yedek Joie Jedcke
Total......... 25,148 9,182 15,195 13,756 dokok Jeiok
" Operating income : R ' :
or (loss): : : v .
BFGoodrich...... Yoloke wiedke . Yok " dedede dekek Fekede
Copolymer....... : ek Wik dedede Jolk el ke
'~ Goodyear...... A e Cdedek dedek . *odek etk dedede
Uniroyal........ ekl fedek foirke Yelck eick Jedede
Total..... P 15,646 (528) - 5,443 3,618 fadadad haadad
, : Percent of net sales
Gross profit: o R
BFGoodrich...... sk seice . ik " ek otk sk
Copolymer....... T dedede dedeke doiek e deve Fedeke
Goodyear........ ek vk Sedok . Fedes Sricke Yok
Uniroyal........ ek Yotk dedede sk ik ek
Average....... 22.1 © 9.5 16:6 . 14.3 deieke Iedeke
Operating income - Ce '
or (loss):
BFGoodrich...... dedce deteke srlck sedck devede st
Copolymer....... Felede dedrde dedede dedeke dedke dedede
‘Goodyear........ - Jedede . edck el . sedede Yedede dedede
‘Uniroyal........ K 1 R 2 © dedeke Sk Yolek ek
Average....... ©13.7 (0.5) - 6.0 3.8 - Fedeve etoke

1/ % % %, % %k, ok ok ok, Kk oh ok % * *k,

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

Table 9 :
Income-and-loss experience (on a ‘dollars per pound sold’ basis) of each U.S ;
. producer on its operations producing nitrile rubber, accounting years 198 gz
and interim periods ended Dec. 31, 1986, and Dec. 31, 1987 o

Interim period
ended. Dec. 31--

Item and firm ©. . 1984 1985 ~ 1986 1987 - 1986 1987

Net sales: - . . S e
BFGoodrich........... § ik § dork § winx § Yeike e Kedeke
Copolymer............ Jedede ik dekcke ke dedeke ke
Goodyear............. dedcke " dedeke Jeirde deicke Jedeve ok
Uniroyal............. fadidad bakidad ik ik Jokke badadod

Average............ .96 .92 .86 91 ek dedcde

Cost of goods sold: N
BFGoodrich........... dedede ik Yedede deiede dedede dedede
Copolymer............ ok Jedede dedede delede dekede ik
Goodyear............. dokeke Fokede ek edede edede ke
Uniroyal............. bikakid dedeke Jedeke deieke ek Fedede

Average............ .75 .83 .71 .78 Yk Fokede

Gross profit:

BFGoodrich........... ke Fedeke ik doked Fokede ki
Copolymer..... e Yodeke Fekede ek doded Fedek Yedek
Goodyear........... .. dedek Fekek dokede dedck fotek Heded
Uniroyal............., ok ol Fdek © dedek Lkl Feick

Average............ 21 09 15 .13 Foieke Fedeke

General, selling, and

administrative

expenses:

BFGoodrich........... Jekee Frieke Fekk ik dkek dekoke
Copolymer............ dekede ik dedrk o R 2 Yok
Goodyear............. ik Feheke ke Jedeke ki Fedeke
Uniroyal....... e ke fekde il Fokede Fekede dokke

Average............ .08 .09 .09 .10 dedeke ik

Operating income or )

(loss): o -
BFGoodrich........... Lz ik ik *kek L] Jekke
Cépolymer... ......... ik Yok deieke Jodeke dek dekek
Goodyear............. ik dodek deick Fokk drkek Feded
Uniroyal............. ik ik dedeke dik dokk Fedeke

Average............ .13 2/ .06 .03 badaiad ik

1/ Less than §0.01.
2/ Less than (§0. 01)

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. -
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‘questionnaire data from ¥ * * were verified and except for some immaterial’
errors, the data were réliable. Additional information about each company,
including information obtained during the verifications, is discussed below in
an analysis of each company. ' '

Uniroyal 1/.--In 1984 nitrile rubber sales accounted for * ¥ *
percent of total establishment sales. Uniroyal * * *, 1In October 1986,
Uniroyal, Inc., sold Uniroyal Chemical to Avery, Inc., for $760 million.
Avery recently announced its plans to put the chemical company up for sale. A
leveraged buyout by Uniroydl Chemical’s management is being considered. 2/

¢

* * * i * . % L Yo

Uniroyal Chemical’s income-and-loss experience on its nitrile rubber
.operations 1is presented in table 10. 3/

i

Table 10

Income-and-loss experience of Uniroyal Chemical Co., Inc., on its operations
producing nitrile rubber, accounting years 1984-87, and interim periods ended
Dec. 31, 1986, and Dec. 31, 1987 '

* _ * * %* %* | * S
Copolymer. --

%* * %* %* * * %*
BFGoodrich. --

%* * %* * * * %*
Goodyear. - -

%* %* * * %* * *

1/ Includes * * *,
2/ The Wall Street Journal, Jan. 28, 1988, p. 26.
3/ k x x,
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"Investment in productive facilities.--All of the companies provided
information on their investment in productive facilities for their.
establishments, and all but * * % provided such data for nitrile. rubber
operations (table 11). In addition, calculations are presented for a return
on investment in productive facilities for each producer.

Table 11 . - S S o
Nitrile rubber: Value of property, plant, and equipment of U.S. producers,
accounting years 1984-87 and interim periods ended Dec. 31, 1986, and Dec. 31,

1987 . B

. As of end of accounting year-- As of Dec. 31--

Item o 1984 1985 1986 1987 ' 1986 1987

Value (1,000 dollars).
All products of '

establishments: :
Original cost.... 148,918 157,895 164,946 173,594 ¥k Fedede
Book value....... 41,283 49,043 50,607 54,454  ¥¥kx dedede
. Percent
Return on
assets: 1/ :
- BFGoodrich..... Fedcéc drdee dedede dekde dedede Jedede
~Uniroyal....... etk dedede il dhk  dekk Jedede
Copolymer...... S ek sekeke - dedeke s sedeke
Goodyear....... Fkek W tadad fadadad ik dkk Sk
Average...... 33.0 (14.7) 54.6 . 47.0 . Jokk Fedeke
Value (1,000 dollars)
Nitrile rubber:
Original cost.... Jekede ke dedede dhd  dokd Jedeve
Book value....... fakidad Fededke adadad *ik  kkk dedede
Percent .
Return on
assets: 2/
BFGoodrich 3/... ok Fodeke dedek ok dokk Yeirk
Uniroyal....... Fedede Jekede okeke ok oAk Jodeke
Copolymer...... dekok *kek *hk ik kdk Fkk
Goodyear....... ke badakd Fedcde dhke dokk Yk
Average...... ok ke deirke Kkek Jde dedkrke

1/ Defined as establishment net income before income taxes divided by the book
value of establishment fixed assets of firms reporting data in both categories.
2/ Defined'as product net income before income taxes divided by the book value
of product fixed assets of firms reporting data in both categories.

3/ % ok k.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Capital expenditures.--All of the companies supplied'data on their
capital expenditures for their establishments, and all but * * % provided such
‘data for nitrile rubber operations (teble_lZ),

Table 12 .
Nitrile rubber: Capital expenditures by U.S. producers, accounting years
1984-87 and interim periods ended Dec. 31, 1986, and Dec. 31, 1987

(In thousands of dollars) -

: Co C Interim period
o : ‘ ' ‘ ended Dec. 31--
Item . - ' 1984 1985 1986 - 1987 1986 1987

‘All products of establish-
ments: _
Land and land improve- -
MENES. .. .ooonnennnen . Yook Jedede ke dedete drde Yook
Building and leasehold '
improvements.......... dedek deik. badaiad ik Feiede e
Machinery, equipment and
fixtures........... ep e i ik ik *dek Jedeke dedede
Total............... .. 5,790 14,076 12,311 9,680 dodek Yook
Nitrile rubber: 1/ :
‘Land and land improve-. 4
MENES. . covureroreonanrns Yeick dedede dekede el Jodrk Fkeke
Building and leasehold ,
improvements............ dokoke Fedede Jolede drkee doicke dokrke
~ Machinery, equipment, and '
fixtures.............. .. Yook Yelede fadadad badidal dekede Jedede
Total....oovrievnrnnsns - ek deirke eiede ek Jedede ke
1/ % & %,

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

Research and deveiopment expenses.--All of the companies provided data on
their research and development expenses for both their establishment and
nitrile rubber operations (table 13). .

Capital and investment.--The Commission requested U.S. producers to
describe any actual or potential negative effects of imports of nitrile rubber
from Japan on their firms’ growth, investment, and ability to raise capital.
Their responses are shown in appendix D.
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Table 13

Nitrile rubber: Research and development expenses by U.S. producers,
accounting years 1984-87 and interim periods ended Dec. 31, 1986, and Dec. 31,
1987

(In thousands of dollars)

Interim period
ended Dec. 31--

Item 1984 1985 . 1986 - 1987 1986 1987

All products of e
establishments........... 8,555 9,242 7,744 8,415  *wk dohode

Nitrile rubber............. 4,594 5,161 4,835 5,011  #&% dedede

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

International Trade Commission.

Consideration of Threat of Material Injury"

~ In the examination of the question of threat of material injury to an
industry in the United States, the: Commission may take into consideration such
factors as the rate of Increase of imports and market penetration of such
imports, probable suppression and/or depression of U.S. producers’ prices, the
ability of producers in the exporting country to generate exports (including
the existence of underutilized capacity and the availability of export markets
other than the United States), the potential for product shifting by foreign
producers, 1/ and U.S. importers’ inventories. Import, price, and market
penetration trends for nitrile rubber are discussed in the sections
immediately following. A discussion of importers’ inventories and foreign
capacity and exports, to the extent such ‘information is available, is
presented below.

U.S. importers’ inventories

Data received from Goldsmith & Eggleton and JSR America--the exclusive
U.S. distributors of nitrile rubber produced by Nippon Zeon and JSR,
respectively--show that yearend inventories of Japanese-produced nitrile
rubber in the United States increased .by * * * percent from 1984 to 1987, or
from * % * pounds in 1984 to * * ¥ pounds in 1987. As a share of shipments,
inventories declined from * * * percent in 1984 to * * * percent in 1986 then
increased to * * * percent in 1987 (table-14). 2/ : '

1/ Foreign producers are not manufacturing any other products subject to |
investigation under section 701 or 731 of the act or to final orders under

section 736 in facilities. that can be used for nitrile rubber production.
2/ kK, % ok ok,

N\
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Table 14
U.S. distributors’ yearend inventories of Japanese-produced nitrile rubber, by
firms, 1984-87 ' ’

Ability of producers in Japan to generate exports

~As stated previously, two firms, Nippon Zeon and JSR, produce nitrile
rubber in Japan. Counsel for Nippon Zeon, which accounted for nearly all
imports of nitrile rubber from Japan during the period covered by the
investigation, has supplied the Commission with the requested information on
operations of that firm. 1/ The State Department was unable to provide any
data beyond that supplied by Nippon Zeon.

Production of nitrile rubber by Nippon Zeon * * * (table 15). Production
* % ¥, Nippon Zeon projects that production in 1988 will be * * %, Nippon
Zeon uses * ¥ %, Capacity * * *, Capacity is projected to * * %, (Capacity
utilization by Nippon Zeon * * %, Nippon Zeon expects capacity utilization to
* % % in 1988, '

Table 15
Nitrile rubber: Production, capacity, capacity utilization, home-market
sales, inventories, and exports by Nippon Zeon Co., Ltd., 1984-88

* o * * * * % %*

Home-market sales by Nippon Zeon * * %, As a share of total sales, home-
market sales by Nippon Zeon * * *, Home-market sales for 1988 are projected
by Nippon Zeon * * %, Exports by the company * * *, Nippon Zeon projects
% % %, Exports to the United States, as a share of total exports, % % ¥,
Exports to the United States during 1988 are projected by Nippon Zeon to
* ¥ *,  The company also exports nitrile rubber to * * *, Nippon Zeon's
yearend inventories of nitrile rubber iIn Japan increased * * * 2/

1/ Letter dated Mar. 30, 1988, from counsel for Nippon Zeon to Acting
Director, Office of Investigations.

2/ Nippon Zeon made the following statement with respect to its increase in
inventories: “Nippon Zeon increased its inventories of nitrile rubber subject
to investigation from Dec. 31, 1986 to Dec. 31, 1987 because it found that it
was more cost efficient to hold inventory than to keep switching production
among the many (over 100) grades it produces. In addition, Nippon Zeon
devoted more of its production facilities, at both plants, to the development
of new, trial grades of specialty nitrile rubber and therefore had to build up
inventory from which to supply customers while working on the development of
new products.” (Prehearing brief of Nippon Zeon, p. 30.)
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Consideration of the Causal Relationship Between the
LTFV Imports and the Alleged Material Injury: -

U.S. imports

From 1984 to 1985, total U.S. imports of nitrile rubber declined by 9.5
percent from * * % pounds, valued at $* * %, to * ¥ * pounds, valued at $¥ * *
(table 16). Imports then increased in 1986 to a level 5.8 percent above that
in 1984. The upward trend continued in 1987, when imports increased by 26.2
percent from imports in 1986. In keeping with the trend for the aggregate,
imports from Japan declined from * * * pounds, or * * * percent of total
imports, in 1984, to * * % pounds, or * ¥ * percent of imports, in 1985, and.
then increased to * *.% pounds and to * * % percent of imports, in 1986.

From 1986 to 1987, imports from Japan increased by * * * percent, but declined
as a share of total imports, to * * * percent. 1/ Other large and increasing
sources of imports in recent periods include Canada, the largest single
source, Taiwan, and France. 2/ Unit values per pound which were lowest for-
Japan, trended downward during 1984-87.

Imports by U.S. producers increased annually from * % % pounds in 1984 to
* % % pounds in 1987, as shown in the following tabulation (in thousands of -
pounds): . .

As a share of total imports, those by U.S. producers accounted for * * *
percent in 1984, % % % percent in 1985 * kK percent in 1986, and * * *
percent in 1987. * * *, 3/ ¥ % %,

1/ During the investigation, petitioner has contended that import data

- supplied by Nippon Zeon and also reported in the IM-146 understate imports
from Japan. Therefore, petitioner relied on import data from a commercial
statistical service (ISIS) which compiles its data from ship manifests at the
port of entry (Transcript of the hearing, p. 72). Respondent contends that
the commercial service’s data are inaccurate for at least three reasons:
first, they report gross weight which includes packing; second, the numbers
include products not subject to the investigation; and third, the data are
recorded at the first port of entry, not the final destination.. Both
petitioners and respondents agree that all shipments listed by the.commercial
service are consigned to Alba Freight Forwarding (Alba). Alba is the freight
forwarder for Nichimen and told Nichimen it only imports Nippon Zeon
material. Nichimen reported all shipments consigned to Alba to both the
Commission and Commerce (Posthearing brief of Nippon Zeon, pp.  4-5). On

May 5, 1988, Commission staff contacted by telephone * * % for Alba. * % *,
L2 K kK,

3/ On the basis of official statistics, BFGoodrich accounted for * * * of the
imports of nitrile rubber from Taiwan during the period covered by the
investigation. -According to testimony at. the hearing, the imports from Taiwan
are a line of products no longer produced by BFGoodrich in the United States
these products are sold in the United States at. the prevailing market pricea
(Transcript, pp. 40- 41). o ‘ - i
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Table 16 : : ' ' :
Nitrile rubber: U.S. imports for consumption, by principal sources, 1984-87

Source - . | 1984 1985 1986 1987

.Quantity (1,000 pounds)

-Canada. ... .ohiie e 18,572 17,154 19,218 22,162

Japan. .. ...coeivenenn .o < deiek deieke ) Jedede Jedcke
Taiwan,........... e 1,180 1,613 . - 2,611 5,943
France.......ocevveeene 1,374 . 660 ' 1,328 3,006
All other.............. ik, 1/ dekok : sedede | dedok

Total.............. ek badatal , dricde C ekene

Value (1,000 dollars) 2/

Canada....... S L. 15,77 13,909 14,962 16,915

B 71 - 1 - N oo Fedeke Yok dedcke
Taiwan.............o0.. . 911 1,229 1,772 4,189
France....... e ie e 1,353 - 642 - 1,114 2,904
All other.............. ol 1/ ¥k dedede dedede

Total.......... eed Yedede ik . ek Kedcde

Unit value (per pound)

Canada..... e ' $0.85 $0.81 - $0.78 $0.76

Japan.......c.co00 o ek ‘ T el e Fedede
Tafwan................. : .77 .76 .68 .71
France..........coveenus .98 . .97 .84 .97
All other.............. defeke 1/ dkek dedede Jedcde

Average......... e Feicke ‘ dedede ) : s

. 1/ Includes 922,000 pounds, valued at $338,000, with an average unit value of
$0.37 per pound, from Mexico.
2/ C.1.f. value, i.e., landed cost at the point of importation.

. Note. --Numbers may not add to totals shown due to rounding.

Source: Imports from Japan compiled from data submitted in response to
questionnaires of the U.S. International Trade Commission; imports from other
countries compiled from official statistics of the U.S. Department of Commerce.
Imports from Japan are understated in the official statistics of the U.S.

. Department of Commerce to the extent that some imports have been classified

. under TSUSA item 446.1557 instead of item 446.1511. This misclassification
does not appear to apply to imports from Canada, France, or Taiwan.

Shipments of imports By U.S. dis;ributors

U.S. shipments of Japanese-produced nitrile rubber by * * ¥ increased
annually from * * * pounds in 1984 to * * * pounds in 1987, an increase of
% % % percent. The value of shipments increased by * * % percent between 1984
and 1987 as the average values * * * (table 17).
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Table 17 e
U.S. distributors’ shipments of Japanese-produced nitrile rubber, by firms,

1984-87

U.S. consumption and market penetration

Apparent U.S. consumption of nitrile rubber declined by 10.2 percent from
* % % pounds in 1984 to * * * pounds in 1985, and then increased by 2.1
percent to * * % pounds in 1986, a level still 8.3 percent below that in 1984
(table 18). 1In 1987, consumption increased by 4.0 percent from that in 1986,
but remained 4.6 percent below consumption in 1984. The trend in open-market
consumption was similar, but at a level about 15 percent below that for total
consumption.

Table 18 -
Nitrile rubber: Apparent U.S. consumption and ratios of imports to
consumption, 1984-87

¥* * %* * %* %* *

As a share of apparent consumption, imports increased from * * * percent
in 1984 to * * * percent in 1987. Correspondingly, imports from Japan
increased from * * * percent in 1984 and 1985 to *% * * percent in 1986 before
declining to * * * percent in 1987. As a share of open-market consumption,
the trend in imports was similar to that for total consumption. 1/

Prices

The demand for nitrile rubber is derived from the demand for a number of
intermediate-use and end-use products such as automobiles and auto parts,
adhesives, wire and cable covers, footwear, flotation equipment, matting, ..
industrial belts, and pipe seals and hoses for the oil industry. The single
largest user of nitrile rubber is the automobile industry, which uses the
product in the manufacture of parts such as 0-rings, gaskets, oll seals, and
hoses.

Nitrile rubber can be separated into three general pricing categories
depending upon the level of acrylonitrile content. 2/ Nitrile rubber with

1/ As a share of U.S. production, imports from Japan increased from * * *
percent in 1984 to * * * percent in 1986, then declined to * * * percent in
1987. :

2/ Based on industry pricing practice, petitioner and respondent reached
agreement on these categories as an acceptable basis for price comparisons. .
Respondents  contend that prices within each category can vary by as much as'5
percent because of variations in the acrylonitrile content.
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‘more than 35 percent acrylonitrile content (both domestic and imported from

Japan) is the highest priced category because it is used in products requiring
high resistance to oil and heat, such as oil-well parts, fuel cell liners, and
oil seals and fuel hoses. Nitrile rubber with 28 percent and less
acrylonitrile content is the middle-priced category and is used where _
low-temperature flexibility is more important than oil resistance. The lowest
priced category is nitrile rubber with acrylonitrile content of over 28
percent to and including 35 percent. It is the lowest priced category
primarily because it is more commonly sold in bulk quantities. This type of
nitrile rubber constitutes more than 70 percent of domestic shipments and more
than * * * percent of Japanese shipments and is used primarily by the
automobile and related industries. 1/

The domestic industry usually sells directly to firms that use the
nitrile rubber as an input in their manufacturing process. In addition to end
users, another domestic channel of distribution is sales to custom mixers.
These firms process the nitrile rubber by specific formula into a compound for
specified end uses for particular manufacturers of nitrile rubber products.
Some are for original equipment, others are for the aftermarket. Nichimen,
which imports approximately * * * percent of Japanese nitrile rubber, sells
all of the nitrile rubber it imports from Japan to the distributor, G&E. This
distributor, in turn, sells to the same types of firms in the distribution
chain--end users and custom mixers--as do domestic producers. JSR America,
the only other importer of the Japanese product, sells * * %,

Nitrile rubber is sold in several physical forms, including bale, slab,
crumb, powder, and latex. Regardless of the physical form, nitrile rubber is
sold on a per-pound basis. Volume discounts apply, but negotiations are based
on anticipated annual requirements of the purchaser. Often, informal
agreements on prices are reached between supplier and purchaser. Although
these agreements are not contracts to supply nitrile rubber at a specified
price, the agreement price will prevail for periods of up to a year, unless
there is a significant change in circumstances such as a change in material
costs. Large users of nitrile rubber are offered rebates by both domestic and
import suppliers on the basis of achieved levels of annual volume.

Because the principal raw materials, butadiene and acrylonitrile,
together account for over half of the production cost of nitrile rubber, the
cost of these raw materials is likely to affect the trend in selling prices.
During the period under investigation, the combined cost of these raw
materials fell significantly, by * % * percent from January-March 1984 to
October-December 1986, before increasing by * * % percent over the next 4
quarters. 2/ In table 19, domestic raw material costs of the principal raw

1/ The 28 percent and less category and the greater than 35 percent category
accounted for about * * * percent and ¥ * ¥* percent of imported Japanese
nitrile rubber sales, respectively. Domestic nitrile rubber sales in those
categories amounted to 12 percent and 13 percent, respectively.

2/ The material cost data was taken from app. 27 of the petition. Respondents
claim, as does Conference witness Timothy Killeen of Burton Rubber Products,
that domestic prices track the principal raw material prices. The petitioner,
Uniroyal, states on p. 22 of the petition that imports from Japan have forced
them to reduce prices even though there have been increasing raw material
prices.
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Table 19

Nitrile rubber: U.S. producers’ principal raw material costs, weighted-
average prices to end users for nitrile rubber with acrylonitrile content of -
between 28 and 35 percent, and principal raw materials’ share of price, by
quarters, January 1984-December 1987 and January-February 1988

materials of nitrile rubber with an acrylonitrile content of 32 percent are
compared with weighted-average prices for domestic nitrile rubber with an
acrylonitrile content of 28-35 percent. The data show that both raw material
costs and the domestic price of the particular category of nitrile rubber
trended downward through 1986, although raw material costs fell more rapidly.
Raw material costs increased steadily during 1987, ending the year * * %
percent above the January-March 1984 level. After a decline in April-June
1987, the domestic price similarly rose during the remainder of the year,
ending the year * * * percent below the January-March 1984 level.

Price data.--The Commission asked domestic producers and the importers
and distributors of the Japanese product to provide quarterly price data
during January 1984-December 1987 and data for January-February 1988 for the
three categories of nitrile rubber listed below:

' Category 1.--Nitrile rubber with acrylonitrile content
of 24 to 28 percent inclusive. 1/

Category 2.--Nitrile rubber with acrylonitrile content
over 28 percent,. to and including 35 percent.

Category 3.--Nitrile rubber with acrylonitrile content
over 35 percent, to and including 42 percent. 1/

The product specifications used to collect price data identified the
major selling price factors--acrylonitrile content, viscosity, and market
segment. In order to control for quarterly price changes caused solely by
slight changes in the product specifications sold within a product category,
producers and importers reported selling price data for the same item
throughout the period. Separate price data were requested for sales to end
users and to custom mixers. Price data, by class of customer (end user and
custom mixer) were requested for the three largest customers of the responding
firm’s single-largest-volume item for the entire period within a product
category. Weighted-average prices for each product category were computed for
each firm based on the largest. volume sales data received. A weighted-average
domestic industry price and import price were calculated by weighing the
firms’ average prices using total quarterly sales volume data for that

1/ To narrow price comparisons at the extreme, petitioner and respondents
agreed to exclude price data for grades with less than 24 percent and more
than 42 percent acrylonitrile content. Such grades account for very minor
sales volume.
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category. Price data .accounted for approximately 20 percent of total 1987
domestic shipments of nitrile rubber and more than * * * percent of imports
from Japan.

Domestic price trends.--Selling-price data reported by U.S. producers 1/
for their sales of nitrile rubber to end users and custom mixers provided
usable weighted-average price series for the three categories of the product.
The weighted-average price data for the three categories sold to end users,
shown in table 20, indicate that domestic prices either generally declined or
remained relatively flat from January-March 1984 to October-December 1987,
before edging upward in 1988.

Prices to end users.--For the period of investigation, the
weighted-average price for category 1 nitrile rubber sold to end users
remained relatively flat, fluctuating from a January-March 1984 base-period
price of $¥* * * per pound to lows of $* * * to $* * % during the subject
period. In January-February 1988, however, the price jumped to $* * * per
pound. 2/ The weighted-average price to end users for category 2 nitrile
rubber generally declined through mid 1987, then recovered during the latter
period of the investigation. From * * * cents per pound in January-March 1984
it fell to * % * cents per pound by April-June 1986, before recovering to a
level of % % % to % * % cents per pound through January-March 1987. 3/ The
price fell to a period low of * ¥ % cents per pound in April-June 1987, then
climbed to * * * cents in October-December 1987 and held through February
1988. The weighted-average price for category 3 nitrile rubber sold to end
users was relatively flat in 1984 and 1985, and then generally declined. The
price decreased from $* * % per pound in January-March 1984 to a period low of
§* * * per pound by January-March 1987 and held at or near that level through
1987 before rising to $* * * per pound in January-February 1988, 4/

Prices to custom mixers.--Prices of domestic nitrile rubber sold to
custom mixers generally reflect a rather steady downtrend during most of the
time period until the trend reversed in the latter part of 1987 (table 21).
The weighted-average price for category 1 nitrile rubber declined from a flat
% % % to * * % cents per pound throughout 1984 to a period low of * * * cents
in July-September 1986, then jumped to §* ¥* * per pound in October-December
1986 and continued to climb to $* * * by January-February 1988. During the
downtrend, the weighted-average price fell 7.5 percent.

The price trend for category 2 nitrile rubber also reflects a steady
decline that began in January-March 1985. From its slight upturn in 1984 from
* % % to ¥ ¥ * cents per pound, it fell steadily to * * * cents In April-June
1987, a decline of 16.3 percent from the base period. Prices then edged up to
% % % cents in January-February 1988, a level 13.0 percent below the
weighted-average price in January-March 1984.

1/ The 4 producers were Uniroyal Chemical, BFGoodrich, Goodyear, and Copolymer.
2/ The products listed in category 1 accounted for about 12 to 14 percent of
annual domestic shipments to end users and custom mixers during 1984-87.

3/ The products listed in category 2 accounted for about 73 to 75 percent of
annual domestic shipments to end users and custom mixers during 1984-87.

4/ The products in category 3 accounted for about 12 to 14 percent of annual
domestic shipments to end users and custom mixers during 1984-87.



Table 20

A-31

Nitrile rubber: U.S. producers' and importers’ weighted-average selling prices to end users and

margins of underselling (overselling),
December 1987 and January-February 1988

by gercentége acrylonitrile content, by quarters, January.1984-

In;lusive 24 to 28 percent

Over 28 to and including
35 percent

Over 35 to and including

42 percent

Period u.s. - Japan Margin __ U.S. Japan Margin _ U.S. Japan Margin_
' ~—Per _pound-— Percent —-Per pound-—- Percent --—Per pound--- Percent
1984: )
Jan.-Mar...... §rxx Paxx 16.2 $rax $axx 5.0 $xax $aoxex 21.2
Apr.-June..... Lbatd bl 18.3 badadd fabated 4.2 ety baded ] 21.8
July-Sept..... *xk *hx 10.6 fadadel bl 8.3 k% Fkk 25.8
Oct.-Dec...... bt *kx 7.6 XX bt 1.7 *kk bt 28.6
1985:
Jan.-Mar...... fabet ] *kk 14.1 *xk badt] 11.8 *kk badatd 25.7
Apr.-June..... L *xx 17.8 *xX bt n.1? *xk xxx 25.4
July-Sept..... bt fadetd 1.1 batell XK 1.7 *ik fadate] . 27.0
Oct.-Dec...... fafadd badetd 15.8 bt Tk 11.6 bt badatd 29.1
1986:
Jan.-Mar...... fabated *kk 19.4 Ak bt 5.5 fadodd fatatd 21.8
Apr.-June..... fataed badatad 26.0 ek *xk 2.6 fatedl fataled 29.7
July-Sept..... dekx it 26.1 *nk *AX 15.9 *kk fadoded 28.2
Oct.-Dec...... *kk fadall 31.0 fadatl ARk 17.3 Fkk falotd 28.5
1987: ‘
Jan . _"dr ...... t 43 4 t 4.2 4 28 . 5 t 2 ¢ 4 E 4 ¢4 20 . 5 KXk k2 ¢ 4 27 . 0
Apr.-June..... abated *kk 28.6 xk *kk 16.1 k% fadatel 29.5
July-Sept..... fabatel fadaiel 24.0 kA ot 22.6 *ekk *x 26.5-
Oct.-Dec...... **x ool 20.7 faddd AKX 24.3 bl fadet] 29.0
1988: .
Jan.-Feb...... fotated *kk 26.5. it baietd 10.7 bt fallod 24.2

Note.—-Percentage margins were catculated from unrounded figures; therefore, margins cannot always be

calculated directly from the rounded prices in the table.

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

Commission.
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Table 21 - .

Nitrile rubber: U.S. producers' and importers' weighted-average selling prices to custom mixers and
margins of underselling {(overselling), by percentage acrylonitrile content, by quarters, January 1984-
December 1987 and January-February 1988

. Over 28 to and including Over 35 to and including
Inclusive 24 to 28 percent 35 _percent 42 percent
Period u.s. Japan ____ Margin U.S. Japan Margin__U.S. Japan __ Margin
~-—Per_pound--- Percent -——Per pound-— Percent --—Per pound-—— Percent
1984; :
Jan.-Mar...... §rnx R Skd (3.4) $rxx $rrx 5.4 grax gaxx 2.3
Apr . _.June ..... b 2 ¢ 4 k2 3 ( ] . 7 ) k% ¢4 xR 5 . 6 Axk b2 ¢ 4 8 . 9
July-Sept..... XK bt 8.2 £33 Sk 7.6 KR AKX 2.5
Oct.-Dec...... KXk ANN 8.2 KkeX k% 9.6 Kk KKK 2.2
1985:
Jan.-Mar...... AKX bt 5.5 XRK AKX 3.8 b1 *dexk 9.3
Apr.-June..... oex ook 2.9 ax aww 4.7 ok o 7.4
July-Sept..... Hhex £33 3.7 TRK kK 2.1 kX £33 -
Oct.-Dec...... badad] badaded 2.2 *eke Ll 1.1 badeded badalel 5.1
1986:
Jan.-Mar...... ek AR 9.6 eak it 4.5 fabed ] *kk 5.4
Apr.-June..... *xx *k% 5.0 fadotel ool 15.3 *okk kK 6.5
July-Sept..... ek *Ak 8.0 fabatl *kx 12.6 faatd dkk -
Oct.-Dec...... Tk T 26.1 axn *ax 9.4 il L 7.4
1987:
Jan.-Mar..... W RXX fadd] 13.4 *kk fadall 8.9 babatd *xk 1.5
Apr.-June..... xx Tk 21.4 il *ax 10.1 >k bt .
July-Sept..... Lhatd badeded 26.3 ool fabal 7.9 fabat fadals (1.5)
Oct.-Dec...... kX ANk 31.2 *dk XK 9.6 kK Kokek
1988:
Jan.-Feb...... fadadl fadoded 26.2 fadatel fadalad 5.2 *kk falaid (1.7

Note. —Percentage margins were calculated from unrounded figures; therefore, margins cannot always be
calculated directly from the rounded prices in the table.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission. |
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‘Category 3 weighted-average prices edged upward from $* * % in
January-March 1984 to a period high of $* * % per pound in April-June, then
crept downward to a period low of * % % cents in July-September 1987, a
decline of 14.4 percent from.the period high. Again, the trend reversed and
the weighted-average price increased to * % * cents per pound in.
January-February 1988, a level 6.9 percent below the January-March 1984
base-period price.

Import price trends.--The price trends of each of the categories of the
Japanese products were similar to corresponding domestic price trends. The
weighted-average prices for the three categories, shown in tables 20 and 21,
remained relatively flat in 1984, then declined by varying degrees in 1985 and
1986 before turning upward in late 1987 or early 1988. 1/

Prices to end users.--For the period of investigation, the
weighted-average price for category 1 nitrile rubber sold to end users
remained relatively flat through July-September 1985 (table 20). At that
point a downtrend began to a period low of * * % cents in April-June 1987, a
drop of * * % percent from the period high of * * * cents. Then an upturn
began that reached a price of * * * cents in January-February 1988, a level
% % % percent below the * % * cent . period high in July-September 1984. 2/ The
welghted-average price for sales of category 2 nitrile rubber to end users was
flat in 1984, then generally declined over the remaining period of
investigation. Overall, the price fell by * * * percent from * * * cents per
pound in January-March 1984 to * * * cents per pound by July-September 1987.
Prices shot up to * % % cents per pound by January- February 1988. 3/

The weighted-average price for category 3 nitrile rubber fluctuated
narrowly through September 1985 before declining. Overall, the price declined
from the period high of $* * * per pound in April-June 1984 to * * * cents per
pound by October-December 1987, a drop of * * * percent. 4/

Prices to custom mixers.--Prices. of imported nitrile rubber from
Japan sold to custom mixers generally reflect a decline similar to the pattern
of selling prices to end users. The weighted-average price for category 1
nitrile rubber declined from * * % cents per pound in January-March 1984 to a
period low of * % %* cents per pound in January-March 1987, a decline of * * *
percent, before climbing to * * ¥ cents per pound by January-February 1988.

1/ For sales of category 1 and .3 nitrile rubber to custom mixers, the
downtrend began in 1984%.

2/ The products listed in category 1 accounted for about * * % to * ¥ *
percent of annual shipments of imports from Japan to end users and custom
mixers during 1984-87. :

3/ The products listed in category 2 accounted for about * * * to * ¥ *%
percent of annual shipments of imports from Japan to end users and custom
mixers during 1984-87.

4/ The products listed in category 3 accounted for * % % to * * * percent of
annual shipments of imports from Japan to end users and custom mixers during
1984-87.
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The price trend for category 2 nitrile rubber began its downturn in
July-September 1985. From a price of * * * cents per pound in April-June 1985
the price slowly declined to a period low of * * ¥* cents per pound by
April-June 1987, * * * percent lower than the * * ¥ cents per pound in
January-March 1984. The subsequent upturn pushed the price to ¥ * * cents per
pound in January-February 1988, still * % % percent below the base-period
price.

Category 3 weighted-average prices slid from $* * * per pound in
January-March 1984 to a period low of * * % cents per pound in January-June
1987. Again, the price turned upward to * * % cents per pound in
January-February 1988.

Price comparisons.--In order to provide price COmparisons at the same
level of trade, comparisons are made at the first level of sale by the
domestic producers to end-user and custom-mixer customers. Prices of domestic
producers’ sales to each of these classes of customers are compared with sales
of imports to those respective .purchaser categories by the distributor,
Goldsmith and Eggleton, combined with the importer JSR America’s direct sales
to each of those groups. The reported selling-price data for sales of
domestic nitrile rubber and imported Japanese nitrile rubber to end users
during January-March 1984 to January-February 1988 resulted in 51 direct
quarterly price comparisons. between weighted-average prices (table 20). Price
data showed underselling by imports in each of the price comparisons. Margins
of underselling by the Japanese were highest for category 3. The tabulation
below presents a summary of direct quarterly price comparisons that showed
underselling by the distributors of the Japanese product for each product
category and the range of percentage margins by which the imported Japanese
nitrile rubber undersold the U.S. product.

Instances of underselling/ Range of underselling
Product total comparisons Percent
Category l....... 17/17 7.6-31.0
Category 2....... 17/17 2.6-24.3
Category 3....... 17/17 21.8-29.7

The reported selling-price data for sales by domestic producers and by
the importer JSR America and the distributor G&E to custom mixers during
January-March 1984 to January-February 1988 resulted in 49 direct quarterly
price comparisons between weighted-average prices of domestic and imported
Japanese nitrile rubber (table 21). Price data showed underselling in 45 of
the price comparisons. Overselling by the Japanese product was in category 1
and category 3 nitrile rubber sales. In only four instances was the domestic
nitrile rubber price slightly lower than the price of the imported nitrile
rubber from Japan. The tabulations below summarize the comparisons.
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Instances of underselligg[ Range of underselli;g
Product total comparisons oo . ~ Percent- -
Category 1....... 15/17 2.9-31.2 i
Category 2....... 17/17 2.1-15.3
Category 3....... 13/15 1.4- 9.3

: Instances of overselling/ =~ . Réggg of overselling

Product "total comparisons : Percent
Category 1....... 2/17 (1.7)-(3.4)
Category 2....... 0/17 -
Category 3....... 2/15 (1.5)-(1.7)

Purchase prices.--The Commission sent questibnnaires,to more.than 50
purchasers of nitrile rubber. The recipients of questionnaires included both
end users and custom mixers. 1/ Purchasers were requested to provide '
quarterly price data for the largest purchase of U.S.-produced nitrile rubber,
imported Japanese nitrile rubber, and imported nitrile rubber other than
Japanese. Quarterly price data were requested for the period January
1985-December 1987 and for the period January-February 1988 for each of the
same three categories of nitrile rubber for which price data were submitted by
domestic producers, importers, and the distributor of Japanese nitrile
rubber. 2/ Twenty-nine purchasers provided usable data on either net f.o.b.
prices, delivered prices, or both. Weighted-average f£f.0.b. and delivered
domestic prices and import prices were computed for each product category, by
class of purchaser based on the price data received on largest volume
purchases and data on the total quarterly volume purchased in that category.

Domestic price trends.--Weighted-average pﬁrchase price data
reported by end users for the period January 1985-February 1988 reflect a
general downtrend in prices for all three categories of domestic nitrile
rubber generally through mid 1987 (table 22). The overall drop in delivered
prices ranged from * * % cents per pound or 33.7 percent for prices paid by
end users for category 1l nitrile rubber (24-28 percent acrylonitrile), to
* % % cents per pound or 20.0 percent for the high-volume, category 2 nitrile
rubber (above 28 to 35 percent acrylonitrile), and to * * ¥ cents per pound or
28.8 percent for category 3 nitrile rubber (above 28 to 35 percent
acrylonitrile). Weighted-average purchase price data from custom mixers show
a somewhat less severe downtrend in delivered prices paid for nitrile rubber
in each category, again, followed by a less than offsetting upturn late in the
period (table 23).

1/ Domestic producers, importers, and the distributor of imported Japanese

nitrile rubber provided purchaser lists that were the basis for identifying
purchaser questionnaire recipients. Coverage is discussed for each rubber

category.

2/ See discussion on p. A-29.
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Table 22

Nitrile rubber: Weighted-average purchase prices paid by end users for domestic and imported product
and margins of underselling (overselling), by percentage acrylonitrile conterit, by quarters, January
- 1985-December 1987 and January-Febrdary 1988

Over 28 to and including Over 35 to and including
Inclusive 24 to 28 percent 35 percent 42 percent
Period u.s. Japan _Margin_ U.S. Japan Margin _ U.S. Japan Margin_
~——pPer pound-— " Percent ---Per pound—- Percent -—Per pound-— Percent
1985: '
Jan.-Mar...... $rwn BB Sabded 14.5 bt $awn (1.0) $Ran $rnx 13.8
Apr.-June..... ool falale 9.1 fadaly boleded 5.3 ool *ik 3.1
July-Sept..... fadadl fadade (4.7) fadall baall 2.3 fololall falale 13.8
Oct.-Dec...... ool fabated 15.3 fadale faall 3.4 falady dkk 14.5
1986:
Jan.-Mar...... ool ol 6.9 falada faolol 2.5 *kk badaly 14
Apr.-June..... KRR L2 ] A 8.1 b2t ] kN (.6) etk kX 10.6
July-Sept..... falady ool 11.8 ool *ik 3.8 ol faball 17.4
Oct.-Dec...... fadaled falodl 21.2 fadadl fadalel 3.0 fadoll fadale 8.4
1987: : .
Jan.-Mar...... fadalal faladel (1.1) . %= - A (1.0) *kx X% (2.2)
Apr.-June..... *HKR Kkk (9.6) Sk Skt 2.1 1323 ek (3.6)
July-Sept..... fadade falode 2.4 falade ool 8.1 ool faiaid (9.9)
Oct.-Dec...... k3 ¢4 b ¢ ¢ ( .8) K¥N b &2 4 3.0 kK *dek ( ]0_ 3)
1988: ‘ .
Jan.-Feb...... fobaled falatel (2.6) bl fololl 2.0 falodl ol (10.6)

Note.-—Percentage margins were calculated from unrounded figures; therefore, margins cannot always be
calculated directly from the rounded prices in the table.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission.
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Table 23

Mitrile rubber: Weighted-average purchase prices paid by custom mixers for domestic and imported
product and margins of underselling (overselling), by percentage acry]onltrlle content, by quarters,
January 1985-December 1987 and January-February 1988

Over 28 to and including Over 35 to and including

Inclusive 24 to 28 percent 35 percent 42 percent
Period u.s. Japan Margin  U.S. Japan_ Margin _ U.S. Japan _ Margin
~—Per_pound-—— Percent -—Per pound-— Percent -—Per pound--- Percent
1985: : :
Jan.-Mar...... $xxx i Sl . - $rax $roax (0.7) $rrx $unx -
Apr . _June ..... 2 4 1 b ¢ 2 4 - k¢ ¢ £ 444 ( . 3 ) £ 2 2 k¢ 2 4 -
JU ] y_sept ..... 4% 4 Kkx - £ 4 ¢4 4 ¢4 . 3 Wkk k4 ¢ 4 -
oct . __Dec ...... kX ok - kK ¢ ¢ 4 3 . 4 Kk £t ¢ -
1986:
Jan . _Har ...... *dede L ¢ ¢ 1 - dodke ke Nk ] . 6 b 2 ¢ 4 k2 ¢ 4 -
Apr_ _June ..... b 3 ¢ X 4.0 k2 ¢ 4 Kux ]2.7 k.2 ¢ 3 E .t ¢ -
July-Sept ..... bt ¢ E 24 4 9. 2 hk £ 2 ¢4 ]o . 9 b ¢4 fokk -
Oct.-Dec...... badet] weaek 10.1 bt bt 6.4 *kk Tk (0.8)
1987: : .
Jan.-Mar...... badad] Akx 12.1 bt K% 8.1 baatd bafad] (7.2)
Apr.-June..... Rk fatd] 8.2 bl fadaded 4.5 bt *xk (1z.1)
July-Sept..... bbbl *kex 4.8 fadedl fadatl 4.5 Lt batadd (13.4)
Oct.-Dec...... bt bt 10.4 bl bdebad 1.5 bt d bbbl (20.1)
1988: : .
Jan.-Feb...... bt bt (2.4) Tk bl 5.9 bdd *x% (12.8)

Note.-—Percentage margins were calculated from unrounded figures; therefore margins cannot always be
calculated directly from the rounded prices in the table.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission.
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Prices paid by end users.--The weighted-average purchase prices
paid by end users for category 1 nitrile rubber dipped and then recovered
during 1985 and again in 1986, for an overall decline from the base-period
price of $* % * per pound to $* * * per pound in October-December 1986 (table
22). 1/ The price fell sharply during the first half of 1987 to a period low
of * % * cents per pound in April-June before turning upward to end the period
at * % % cents per pound. Category 2 weighted-average purchase prices
declined steadily from a January-March 1985 level of * * * cents per pound to
* % % cents in April-June 1987. 2/ Beginning in July-September 1987, the
price edged up to * * % cents per pound at period end. Category 3 nitrile
rubber prices, after a 10-percent decline to §* * * per pound late in 1985
from a January-March high of $* * * per pound, held at or near §* * * per
pound through 1986. 3/ A sharp downturn in price began in January-March 1987,
as the price fell to a period low of * * * cents per pound in April-June, then
climbed to a period-end level of * * % cents per pound.

Prices paid by custom mixers.--Weighted-average purchase prices
paid by custom mixers for domestic nitrile rubber reflect an irregular price
decline in all three product categories. The downtrend in prices from
base-period high to period low varied from 13.3 percent for category 1
purchase prices, to 11.8 percent for category 2 prices and 16.5 percent for
category 3 prices (table 23).

The weighted-average purchase price pattern of delivered prices paid by
custom mixers for category 1 nitrile rubber reflects a rather shallow decline
in 1985. 4/ By April-June 1986, however, the price had dropped from a base-
period high of * * % cents per pound to * ¥ * cents per pound and reached a
low of * * * cents In January-February 1988. Category 2 nitrile rubber prices
fell steadily from a period high of * * * cents per pound in April-June 1985
to a period low of * * % cents per pound in April-June 1987 before edging up
to end the period at * * * cents per pound. 5/ The weighted-average price of
category 3 nitrile rubber was level at $* * * per pound in most of 1985,
declined to * * % cents in October-December 1985, then slipped to * % ¥ cents
in October-December 1986. 6/ The price recovered, but then fell to a period
low of * % % cents in July-September 1987 and ended the subject period at
% % % cents per pound.

1/ The volume of purchases of category 1 nitrile rubber per quarter for which
price data were received amounted to 37 to 48 percent of the total quarterly
volume of such purchases by respondent end users during 1985-87.

2/ The volume of purchases of category 2 nitrile rubber for which price data
were received amounted to 31 to 42 percent of the total quarterly volume of
such purchases by respondent end users during 1985-87.

3/ The volume of purchases of category 3 nitrile rubber for which price data
were received amounted to 49 to 70 percent of the total quarterly volume of
such purchases by respondent end users during 1985-87. ’

4/ The volume of purchases of category 1 nitrile rubber for which price data
were received amounted to 16 to 33 percent of the total quarterly volume of
such purchases by respondent custom mixers during 1985-87.

5/ The volume of purchases of category 2 nitrile rubber for which price data
were receilved amounted to 16 to 44 percent of the total quarterly volume of
such purchases by respondent custom mixers during 1985-87.

6/ The volume of purchases of category 3 nitrile rubber for which price data
were received amounted to 16 to 37 percent of the total quarterly volume of
such purchases by respondent custom mixers during 1985-87.
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price trends.--Weighted-average purchase prices paid by end

users for nitrile rubber imported from Japan also reflect a downtrend in all

three categories

from January-March 1985 to period lows in April-June 1987,

before increasing during the remainder of the period. The decline in

delivered prices

during the first 10 quarters ranged from * * * cents per

pound or * * * percent for category 1l nitrile rubber to * * * cents or * * *
percent for category 2, and to ¥ * % cents per pound or % % % percent for

category 3 nitrile rubber (table 22).

Delivered prices paid by custom mixers

for imported Japanese nitrile rubber also reflect a downtrend to a period low
of about * * * percent for the high-volume, category 2 nitrile rubber.
-Category 1 prices show only a % % *-percent decline over a shorter time
period, and the weighted-average prices of category 3 nitrile rubber reflect
an uptrend over an even shorter time period of only 5 quarters plus
January-February 1988 (table 23).

Prices paid by end users.--The weighted-average delivered

purchase price paid by end users for category 1 nitrile rubber imported from
Japan declined steadily from a period high of * * * cents in April-June 1985
to a period low of * * ¥ cents per pound in April-June 1987 and held at that
level during July-September before turning up to end the period at * * * cents
per pound. 1/ Category 2 nitrile rubber purchase prices for Japanese product
reflect a steady decline from * * ¥ cents per pound in the base period,
January-March 1985, to a period low of * * * cents per pound in April-June
1987. 2/ Then prices edged up over three quarters to end the subject period

at % * % cents per pound.

The decline in category 3 prices of nitrile rubber

imported from Japan was not quite as steep. 3/ The weighted-average price
fell from $* * % in January-March 1985 to a period low of * * * cents per
pound in April-June 1987 before climbing to a period high of $* * * per pound
in January-February 1988.

Prices paid by custom mixers.--Over a shorter time period,

April 1986-February 1988, the weighted-average purchase prices paid by custom
mixers for category 1 nitrile rubber declined by * * * percent from * % *
cents per pound in April-September 1986 to * * % cents per pound in

October-December,

a price level that held through June 1987. 4/ The price

moved up to * ¥ * cents per pound during the balance of the year and to * % *
cents per pound in January-February 1988. Data on the prices of category 2

imported Japanese nitrile rubber span the entire subject time period and show
a rather steady decline from a price of * * * cents per pound in January-June

1/ The volume of
which price data
quarterly volume
2/ The volume of
which price data
quarterly volume
3/ The volume of
which price data
quarterly volume
4/ The volume of
which price data
quarterly volume

purchases of category 1 imported Japanese nitrile rubber for
were received amounted to * * * to * * * percent of the total
of such purchases by respondent end users during 1985-87.

purchases of category 2 imported Japanese nitrile rubber for
were received amounted to * * % to * ¥ * percent of the total
of such purchases by respondent end users during 1985-87.

purchases of category 3 imported Japanese nitrile rubber for
were received amounted to * * % to * * % percent of the total
of such purchases by respondent end users during 1985-87.

purchases of category 1 imported Japanese nitrile rubber for
were received amounted to * * * to * * ¥ percent of the total
of such purchases by respondent custom mixers during 1985-87.
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1985 to a period low of * * * cents per pound in January-March 1987. 1/ From
a level of * * * cents per pound in April-September 1987 the price moved up to
* % % cents per pound in January-February 1988. Price data for category 3
nitrile rubber imported from Japan purchased by custom mixers cover only
October 1986-February 1988. 2/ Weighted-average prices increased from * * *
cents per pound in October-December 1986 to * * % cents during
January-September 1987, and then to a peak price of $* * * in
October-December. In January-February, the price fell to $* * * per pound.

Price comparisons.--Quarterly weighted-average purchase prices that
each class of purchasers paid for domestic nitrile rubber were compared with
the corresponding weighted-average prices paid for imported Japanese nitrile
rubber supplied by Nippon Zeon’s distributor, G&E, and prices of imported
Japanese nitrile rubber purchased directly from JSR America. These purchase
price comparisons are made at the first level of sale by the domestic
producers to each of the two classes of customers, end users and custom
mixers. Domestic producers do not use distributors to market theilr nitrile
rubber. Purchase prices paid by end users and custom mixers for imported
Japanese nitrile rubber are almost entirely prices at the second level of
sale. More than * * * percent of the Japanese nitrile rubber is Nippon Zeon
product imported by Nichimen whose first level of sale is to the sole
distributor, G&E. 3/ Less than * * * percent are direct sales by JSR America
to end users and custom mixers. Comparisons of prices to end users and custom
mixers are presented in tables 22 and 23. )

Purchases by end users.--The reported data on delivered prices
for purchases of domestic nitrile rubber and imported nitrile rubber from
Japan resulted in 39 direct delivered-price comparisons using quarterly,
weighted-average prices paid by end users (table 22). These price comparisons
showed underselling by the imported nitrile rubber from Japan in 26 of the 39
comparisons. Ten of 13 comparisons of the prices for category 2, the high-
volume, medium grade nitrile rubber, indicated underselling. For categories 1
and 3, 8 of 13 price comparisons in each of these low-volume grades reflected
underselling. The tabulation below presents a summary of direct quarterly
purchase price comparisons that showed underselling or overselling by the
suppliers of imported Japanese nitrile rubber for each product category and
the range of percentage margins by which the imported Japanese nitrile rubber
undersold or (oversold) the U.S. product.

1/ The volume of purchases of category 2 imported Japanese nitrile rubber for

which price data were received amounted to ¥ * ¥ to * ¥ * percent of the total
quarterly volume of such purchases by respondent custom mixers during 1985-87.
2/ The volume of purchases of category 3 imported Japanese nitrile rubber for

which price data were received amounted to * * % to * * % percent of the total
quarterly volume of such purchases by respondent custom mixers during 1985-87.
3/ G&E’s markup over Nichimen’s selling price to G&E was * * %, * % %,  Data

showing G&E'’s markup on each product category are presented in appendix table

F-1. '
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Instances of underselling/ Range of underselling

Product total comparisons Percent . .

B .. T
Category 1..... .. 8/13 . o 2.4-21.2 =
Category 2....... 10/13 2.0- 8.1 -
Category 3....... 8/13 3.1-18.4

Instances of overselling/ Range of overselling

Product total comparisons Percent
Category 1....... . 5/13 (0.8)-(9.6)
Category 2....... 3/13 (0.6)-(1.0)
Category 3....... 5/13

(2.2)-(10.6)

Purchases by custom mixers.--The reported data on purchase
prices of domestic nitrile rubber and imported nitrile rubber from Japan
resulted in 27 direct delivered-price comparisons using quarterly,
weighted-average prices paid by custom mixers. These price comparisons showed
underselling by the suppliers of nitrile rubber imported from Japan in 18 of
the 27 instances (table 23). Seven of eight comparisons of purchase prices
for the low-volume category 1l nitrile rubber indicated underselling by the
imported Japanese product. Eleven of 13 comparisons of purchase prices paid
by custom mixers for the high-volume category 2 nitrile rubber grades revealed
underselling. Six comparisons of purchase prices for the low-volume category
3 nitrile rubber showed the Japanese product priced above the domestic nitrile

rubber. The tabulation below presents a summary of these quarterly price
comparisons. : .
Instances of underselling/  Range of underselling
Product ~ total comparisons Percent
Category 1....... 7/8 4.0-12.1
Category 2....... , 11/13 0.3-12.7
Category 3....... . 0/6
Instances of oversellingz Range of overselling
Product total comparisons Percent
Category 1l....... 1/8 (2.4)
Category 2....... 2/13 (0.3)-(0.7)
Category 3....... 6/6 (0.8)-(20.1)

Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
during January 1984-December 1987 the nominal value of the Japanese yen '
appreciated 70.1 percent relative to the U.S. dollar (table 24). 1/ Adjusted

1/ International Financial Statistics, February 1988.
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Table 24 :

U.S.-Japanese exchange rates: 1/ Nominal exchange-rate equivalents of the
Japanese yen in U.S. dollars, real exchange-rate equivalents, and producer
price indicators in the United States and Japan, 2/ indexed by quarters,
January 1984-December 1987

u.s. Japanese Nominal Real
Producer Producer . exchange- exchange-
Period Price Index Price Index rate index rate index 3,
----- US dollars/yen----

1984: o

January-March....... 100.0 100.0 100.0 100.0

April-June.......... 100.7 - 99.9 100.6 99.8

July-September...... 100.4 100.7 94.9 95.1

October-December.... 100.2 100.4 93.9 94.1
1985:

January-March....... 100.0 100.8 89.7 90.4

April-June......... v 100.1 100.1 92.1 92.1

July-September...... 99.4 99.0 96.8 96.4

October-December.... 100.0 96.7 111.6 107.9
1986:

January-March......, 98.5 94.4 123.0 117.8

April-June.......... 96.6 90.4 135.8 127.1

July-September...... 96.2 87.9 148.3 135.6

October-December. ... 96.5 86.6 144.1 129.2
1987: :

January-March..... . 97.7 .86.2 150.8 133.1

April-June.......... 99.2 85.8 161.9 140.0

July-September...... 100.3 86.9 157.2 136.1

October-December.... 100.8 4/ 86.6 170.1 4/ 146.1

1/ Exchange rates expressed in U.S. dollars per Japanese yen.

2/ Producer price indicators--intended to measure final product prices--are
based on average quarterly indexes presented in line 63 of the International
Financial Statistics.

3/ The indexed real exchange rate represents the nominal exchange rate
adjusted for relative movements in the Producer Price Indices in the United
States and Japan. Producer prices in the United States increased 0.8 percent
between January 1984 and December 1987 compared with a 13.4-percent decrease
in Japanese prices for the same period.

4/ Data are derived from Japanese Producer Price Indices reported for October
only.

Note. --January-March 1984=100.0.

Source: International Monetary Fund, International Financial Statistics,
February 1988.

for movements in Producer Price Indices in the United States and Japan, the
real value of the Japanese currency registered an overall appreciation
equivalent to 46.1 percent as of the fourth quarter of 1987 relative to
January-March 1984 levels.



Lost sales

Three domestic producers provided lost sales allegations in this
investigation. 1In the preliminary investigation 23 purchasers were cited in
27 allegations of sales lost because of price competition from imports from
Japan. All but two of the lost sales allegations were for 1986 and 1987.
Alleged sales lost to imports from Japan during the period of investigation
totaled approximately * * % pounds valued at over $* * *. 1In the final
investigation % * * submitted 14 new allegations involving six previously
named firms. % % * listed one new allegation involving an additional firm.

Allegations investigated in the preliminary investigation.--¥* % % and
* % % named * * * in two sales totaling approximately §$* % * allegedly lost
due to competition from Japanese suppliers. % % % stated that the company did
eliminate a domestic supplier during * % * but the majority of this new
business went to another domestic supplier and only a small- percentage was
purchased from Japanese suppliers. * % % commented that although price is
very important in % * *’s purchasing decisions, quality of the product and
service of the supplier are also taken into consideration. ¥ * % stated that
prices of Japanese and domestic nitrile rubber have generally been similar and
that recently it has been the American producers that have driven the price
down in an attempt to increase market share. According to * * *, the quality
of Japanese nitrile rubber has been better than that of domestic nitrile
rubber in recent years; however, within the last 12 months, this gap has
narrowed. '

% % % was named by * % % in a lost sale allegation totaling approximately
* % % involving competition from Japanese suppliers. * * * stated that the
company purchases from both Japanese and domestic suppliers and that the
majority of this business goes to domestic suppliers. * * * commented that
although price is very important in * * *'s purchasing decisions, quality of
the product and service of the supplier are also taken into consideration.
. According to * * %, the-quality of Japanese nitrile rubber has been better
than that of domestic nitrile rubber in recent years. * * % produces * * *,

% * % was named by * % * and * * * in two sales totaling approximately
$% * * allegedly lost due to competition from Japanese suppliers. * * *
confirmed that the company purchased the Japanese material. % * * commented
that price was the reason for * * %'s purchasing from the Japanese.

* % % was named by * % %, % ¥ ¥, and * ¥ * in sales totaling
approximately $* * * allegedly lost due to competition from Japanese
suppliers. * % % stated that the company purchases from the Japanese instead
of domestic suppliers for use in * * * because the Japanese provide a superior
rubber. Most of their business is involved with * * % which goes to domestic
suppliers. -

* * ¥ was named by * ¥ ¥ in a lost sale allegation totaling approximately
§*% % * involving competition from Japanese suppliers. * * * denied the lost
sale allegation, stating that they purchased small quantities from the
Japanese for test purposes only. % * ¥ produces * * %,
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% % % was named by * ¥ * in a lost sale allegation totaling approximately
$* * * involving competition from Japanese suppliers. * * % stated that his
company purchased from the Japanese because of the superior quality of their
nitrile rubber. The company purchases * * * from both the domestic producers
and the Japanese. * % % produces % * % for % * %,

* % % was named by * ¥ * in a lost sale allegation totaling §* * * of
nitrile rubber allegedly purchased from Japanese suppliers in * % *, % % *
stated that the company did not purchase the domestic product but the decision
was not based on the price of the product. * % * explained that * * * ywanted
% % % to * * %*; however, * % * % % % gtated that the firm decided not to
purchase from * * * because it was not a good business move. * * % added that
although prices for Japanese nitrile rubber are slightly lower than domestic
prices, the prices for British nitrile rubber are much lower than both
Japanese and domestic prices.

, Other purchasers contacted by the Commission to which producers reported

lost sales include * % %; % % ¥%; % % %; % % %; and * * * Three of these
firms, to which a total of $* * * had allegedly been lost, reported that they
had purchased the Japanese product in favor of the U.S.-produced product and
primarily because of price, although quality was a significant consideration.
(According to these buyers, Japanese nitrile rubber falls consistently within
a narrow range of specifications). One, to which $* * * had allegedly been
lost (* * *), reported that it had never purchased the Japanese product; and
another, to which $* * % had allegedly been lost (* * *), claimed that it had
only purchased sample quantities of the Japanese product and that these
purchases had been made ”at a considerable time in the past.”

Allegations investigated in the final investigation.--In the final
investigation * % % listed nine examples of lost sales involving nine firms.
Eight of the nine had been submitted in the preliminary questionnaire
response. These nine instances involved an alleged lost sales volume of * * *
pounds of nitrile rubber with a sales value of $* * *, The Commission staff
investigated eight of the nine allegations. % % * listed the same seven
instances of lost sales in the final as were submitted in the preliminary
investigation. They totaled * * * pounds of lost volume with a sales value of
§% % %, All of these instances were investigated. * % * listed 15 instances
of alleged lost sales involving eight firms in its final questionnaire
response. Although six of these firms had been listed in the preliminary
investigation, 14 of the 15 examples were new allegations. These allegations
totaled * * * pounds of sales volume valued at $* * %, The staff investigated
13 of these allegations.

% % % was cited by * * ¥ in an alleged lost sale of * ¥ % pounds of
nitrile rubber in * * *, This potential sales value of $* * % (% * * cents
per pound) was allegedly lost to imported Japanese product offered for §$* * *
(* * * cents per pound). * % * also named * * * in an alleged instance of a
lost sale to supply an anticipated annual requirement of * * * pounds of
nitrile rubber in * * *, % * *'s offer price of * * * cents per pound was
rejected in favor of a competing price of * * * cents per pound for imported
Japanese nitrile rubber. The alleged lost value amounted to $* * ¥, * * *
stated that * % *, during which * * * had used no Japanese nitrile rubber.

* % %, The prices quoted reflected competitive levels in * * %, % % %,
* % %, % % % verified that * * * volume amounted to about * * * pounds
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annually. * * %  1In 1987, prices for nitrile rubber dropped about 10 cents
per pound from the level in 1986, according to * ¥ *,

* % % named * * % in an alleged lost sale for an anticipated annual 1986
supply requirement that totaled * * * pounds of nitrile rubber. This
potential lost sale amounted to $* * % at an offer price of % ¥ * cents per
pound. * * * alleged that it believed it lost the sale to * * * whose alleged
offer price of * * * cents per pound was a response to a competing low price
for imported Japanese product. .* * * stated that he qualifies competing
medium grade nitrile rubber from several sources. He negotiates a price for
* % *’s annual requirements and stays with one supplier after his annual
sourcing decision. Imported Japanese rubber prices were in the picture during
the past several years. % * * uses such competing prices as leverage to get
the best price possible.  In % % %, % % % gsourced from * % %* at ¥ * ¥ cents
per pound. In % % % % % *’g price was * * % cents per pound, but ‘¥ % ¥’g
price fell to * * * cents, rather than * * * cents, in the face of a lower-
price for imported Japanese product. * ¥ * switched sources to * * * in * * *
at a price of * * * cents per pound. * * * emphasized that * * * manufactures
* * * and the end product competition is fierce from offshore. This
necessitates keeping the input costs as low as possible for quality nitrile
rubber. i

* % % and * * % identified * * * in lost sales allegations that involved
an annual supply requirement of * * * pounds of nitrile rubber. The lost
sales value was allegedly $* * * for * % % and §$* * * for * % %, Their
respective prices of * * * cents and * * * cents per pound were rejected, and
a price of * % * cents per pound for Japanese nitrile rubber was allegedly
accepted. * ¥ * confirmed negotiations in the period * * * for an annual
volume requirément of * * % pounds. % % %, % % %, and * * * were competing.
* % % gstated that the competing domestic prices were as alleged, adding that
* % % and % % % would not drop their prices below * * * cents and declined to
compete. Although * * * ultimately cut its price to * * * cents per pound,
the award went to the Jdpanese product at a price of *;*‘* cents per pound.

% % % had previously qualified substitute grades of * % %, % % % % % % and
% % % but did not consider the * * * product in the negotiation. After
negotiating, * * * selects a single source for that time frame for 100 percent
of the firm’s supply requirement. ‘

%* % % also cited * * * in an alleged lost sale for supplying an annual .
anticipated requirement of * * * pounds of nitrile rubber with a sales value
of $% * ¥, * % %'s offer price of * * * cents per pound was rejected in favor
of an alleged price of * * * cents per pound for imported Japanese nitrile
rubber. % * % stated that the * * % price was accurate but too high even
though its nitrile rubber was equal in quality to the Japanese product. * * *
also confirmed buying * * % nitrile rubber. In total, he purchased * % *
pounds of the Japanese product at a price of * * * cents per pound. The
balance at first was sourced from * * * and later spread among three domestic
sources and ¥ ¥ %, % % %’'s prices were always the lowest, * * * stated.

* % % named * * * in an alleged lost sale involving * ¥* * pounds of
nitrile rubber in * * %, This amounted to a potential sales value of
$* * ¥, The domestic price of * * * cents per pound was rejected in favor of
an offer price of * * * cents for the Japanese product. * * * offered several
comments. % % % buys about * * * pounds of nitrile rubber per year. The firm
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makes % * ¥, This secoridary market exerts pressure for guaranteed price
maintenance programs. * % % resists this when possible. * * * qualifies four -
or five substitute products including * * *’s. Some are better than others
but all can be used with some minor adjustments to the formula for the
compound. He confirmed the * * * price and stated that although he spreads
the volume around, * * * did get * * * pounds of volume between * * % and

% % * at a price of * * * cents per pound. Terms were net 30 days. * ¥ % was
always the price leader, * * % stated, adding that they are now out of the
picture as a source. % % * told him that they do not intend to sell any more
% % % nitrile rubber.

% % % jidentified * * % in another alleged lost sale involving ¥* * *
pounds of nitrile rubber in * * %, A domestic offer price of * * * cents per
pound for this $* * * potential order was rejected and an offer price of * % *
cents per pound for * % * product was allegedly accepted. * * * responded to
the staff inquiry. % * % stated that he had ”"called around to four or five
approved sources.” This firm uses standard grade nitrile rubber for * * *,

% % % had the lowest priced ”"qualified product.” * * * stated that * % *
"wanted a foothold in the market and was undercutting everybody.” He
confirmed the facts almost as alleged, noting that the * * * price was
actually * * % cents per pound and that it was important to save even a few
cents a pound.

% % % named * % % {n an alleged lost sale of * * ¥* pounds of nitrile
rubber in * * ¥, The domestic offer price of $* * * per pound was allegedly
rejected in favor of a competing price of * * * cents per pound for imported
Japanese product. * * % denied the allegation. % % %, which makes * * %,
purchases most of its nitrile rubber compound from * * *, a custom mixer.

* % % can get nitrile rubber at volume prices. ¥ * ¥ may have purchased a few
thousand pounds of * % ¥ product but at prices "a penny or so below competing

domestic prices.” * % % commented on the need to be competitive, stating that
* % % had had * * * but had lost it to lower priced Japanese imports. Despite
using * * %, % % % was "priced out of the market.”

* % % was cited by * ¥ ¥ again in the final investigation in two alleged
lost sales in * % * involving a total volume of * * * pounds of nitrile rubber
valued at §* % %, The domestic prices of * * * cents and * % % cents per
pound were allegedly rejected in favor of a competing offer price of ¥ * *
cents per pound for imported Japanese nitrile rubber. % % * gtated that
% % %, % % % confirmed the * * * cents per pound offer price of * #* ¥* and
revealed that a % % * offer price of * % * cents per pound was accepted.

* ¥ % switched to imported * % % nitrile rubber in * * ¥, During * * *,
* % %’s lost volume, based on purchases by this account, totaled * * * pounds
valued at about $%* * ¥, The company makes * % %,k % % %,

%* % % jdentified * * % in three allegations of lost sales in % % *, £ The
aggregate volume amounted to * % * pounds. A domestic price of * * * cents
per pound was rejected in favor of a competing price of * * * cents for
Japanese nitrile rubber. * * * confirmed buying * * * nitrile rubber at * * *
cents per pound in two of the three instances in the alleged quantities of
* % % and * * * pounds. The Japanese nitrile rubber was shipped on
consignment and terms for payment did not begin until the product was used.
The firm uses about * * * pounds per month in making * * *, * % % also
confirmed buying the Japanese product from * * ¥* in the third alleged lost
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sale for * * * pounds. This sourcing pattern began in * * %, however, and the
price from * ¥ % was ¥ % % cents per pound compared with a domestic price of ..
$k * %, :

% % % also named the * * ¥ in the final Investigation in an alleged lost
sale of * * * pounds of nitrile rubber in * * *, valued at $* * *  The
domestic price of $* * * per pound was rejected in favor of a competing price
of $% % % per pound allegedly for Japanese product. * * % stated that the
product involved was a blend of nitrile rubber and * * %, % % %,

* % % was cited by * * * in an alleged lost sale of * * * pounds of
nitrile rubber at a value of $* * *. The domestic price of $* * * per pound
was allegedly rejected by * * ¥ and the volume went to competing Japanese
nitrile rubber offered at * * * cents per pound. * * * confirmed buying * * *
product at the alleged price. Part of the volume, however, a single truckload
of * % % pounds, went to * ¥ *, one of the three qualified product sources.

* ok K, : :

Lost revenues

Two domestic producers provided lost revenue allegations in this
investigation. Seventeen purchasers were cited in 19 allegations of revenues
lost to avoid losing sales to imports from Japan. All of the lost revenue
allegations were for 1986 and 1987. Alleged revenues lost were approximately
§% * % on * * % pounds.

* % % ywas named by * * * in a lost revenue allegation totaling $¥* * * due
to competition from Japanese suppliers during * % %, * % % stated that to his
knowledge, domestic companies have not lowered prices in response to Japanese
competition, but have lowered prices In response to competition from each
other. * % % is a large user of nitrile rubber. * * %, % % %,  According to
* % %, the price of raw materials, particularly butadiene, has increased
significantly since the beginning of 1987. % % ¥ uses nitrile rubber to
produce ¥ ¥ ¥*,

* % % was named by ¥ * ¥ in a lost revenue allegation totaling
approximately $* % * due to competition from Japanese suppliers. * * % stated
that price reduction by domestic suppliers occurred because of * % *'s
introduction of a new nitrile rubber product at a low price, forcing its
domestic competitors to lower the prices they offer for nitrile rubber. The
company purchases large quantities from both the domestic producers and the
Japanese.

% % % named * * * in a lost revenue allegation totaling approximately
$%* * % due to competition from Japanese suppliers. * * * stated that although
price is very important in * * %’s purchasing decisions, quality of the
product and service of the supplier are also taken into consideration. * * *
stated that prices of Japanese and domestic nitrile rubber have generally been
similar and that recently it has been the American producers that have driven
the price down in an attempt to increase market share. According to * % %,
the quality of Japanese nitrile rubber has been better than that of domestic .
nitrile rubber in recent years; however, within the last 12 months, this gap .
has narrowed. ' :
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‘% % % was named by * ¥ ¥ in a lost revenue allegation totaling
approximately $* * * due to competition from Japanese suppliers. * * * denied
the lost revenue allegation, stating that they purchased small quantities from
the Japanese for test purposes only and did not use the Japanese product to
receive price concessions from the domestic producers.

* % % was named by * ¥ % and * * * in two lost revenue allegations
totaling $* % % due to competition from Japanese suppliers during * * *,
* % % denled this allegation. Although his company purchases from the
Japanese, the Japanese are not priced lower than their domestic competitors.

* % ¥ alleged lost revenues of §* % % to * * % due to competition from
lower priced nitrile rubber from Japan. * * * stated that the company mostly
purchases from domestic sources but does contact several suppliers before
making a purchase. Although price is an important determinant in a purchasing
decision, * * * stated that the firm’s number one consideration is to meet the
particular grade specifications, i.e., the percent of acrylonitrile in the
nitrile rubber. % * * stated that Japanese prices for nitrile rubber have
been lower than domestic prices, and the company will use a lower price from
one producer to get a lower price from another.

% % % alleged that revenue of $* * * was lost in * * % on a sale to % * *
due to price competition from Japanese imports. * % % did not confirm the
exact date and time involved in this allegation, but did acknowledge that
domestic producers of nitrile rubber have reduced prices in the past year or
two in order to remain competitive. However, * % * stated that the leadtime
for delivery of Japanese nitrile rubber is longer than that for U.S.-produced
nitrile rubber and it is necessary to purchase Japanese nitrile rubber in
40,000-pound increments.

% % % was named by * % * and % * ¥ in two lost revenue allegations
totaling approximately $* * * due to competition from Japanese suppliers.
% % % stated that price reduction by domestic suppliers 1is not the result of
competitive pressures from Japanese imports, but from competition between
domestic suppliers. The company only purchases from the Japanese when they
are using * * *, Price competition occurs for nitrile rubber used in * * *-.-a
use supplied by domestic producers.

% % % was named by ¥ * ¥ in a lost revenue allegation totaling
approximately $* * % due to competition from Japanese suppliers. % % %
confirmed the allegation. * * % commented that the price of the Japanese
product was the reason for * % *’s receiving a price concession from a
domestic supplier.

% % % named * * * in a lost revenue allegation totaling $* ¥ * due to
competition from lower-priced imports from Japan in % * %, * % % gtated that
domestic producers have had to lower thelr prices in order to remain
competitive in the industry. % * % explained that the company purchases
U.S.-produced nitrile rubber if the price is within 3-6 percent of the price
of Japanese nitrile rubber. In the past few years, prices for domestic
nitrile rubber have been competitive with those of imports, and * * * has
purchased nitrile rubber from Japan only once. * % ¥* added that quality is
also an important consideration in the purchasing decision, and the domestic
and Japanese products are comparable in terms of quality.
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* % % was named by * * % in a lost revenue allegation totaiing $* .%x * due
to competition from Japanese suppliers in * % %, % % % stated that the * * *
plant purchases nitrile rubber from both domestic and * * ¥ producers but has
!ot purchased from Japanese suppliers. % * * commented that although there
as not been a price leader in the nitrile rubber market, he was aware that
prices for Japanese nitrile rubber were slightly lower than domestic prices.
In addition, * * * stated that Japanese nitrile rubber has been purchased by
another * * % plant, which did require U.S. producers to lower their prices in
order to retain their business.

% % % was named by * % % In a lost revenue allegation totaling
approximately $* * % due to competition from Japanese suppliers. * * ¥ stated
that the prices the company receives on domestic and imported nitrile rubber
are similar. * * % further states that the Japanese suppliers are price
followers not price leaders. * * * commented that although price is very
important in * % *’s purchasing decisions, quality of the product and service
of the supplier are also taken into consideration. According to * * * 6 the
quality of Japanese nitrile rubber has been better than that of domestic
nitrile rubber in recent years. * % % produces * * %,

* % % was named by * * % in a $% % ¥ lost revenue allegation due to
competition from Japanese suppliers in * * %, % % % denied this allegation
and stated that the company purchases nitrile rubber from U.S. and * * *
producers, not Japanese. According to * ¥ *, domestic suppliers have limited
product.lines and, as a result, * * * has looked for other suppliers that have
a more complete product line.
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_Uinvestigation No. 731-TA-384 (Final)}

Nitrile Rubber From Japan; import
Invesfigations .

AGENCV: United States International
Trade Commission.

" ACTION: Institution of a final

antidumping investigation and
scheduling of a hearing to be beld in
connection with the investigation.

SuMMARY: The Commission hereby gives
notice of the institution of final
antidumping investigation No. 731-TA-

.384 (Final) under section 735(b) of the

Tariff Act of 1930 (19 U.S.C. 1873d(b]) to .
determine whether an industry in the
United Slates is materially injured, or is
threatened with material injury, or the
establishment of an industry in the
United States is materially retarded, by
reason of imports from Japan of nitrile ..
rubber, ! provided for in item 446.15 ofnf‘
the Tariff Schedules of the United ’
States, that have been found by the - -
Department of Commerce,ina .- -
preliminary determination, to be sald in
the United States at less than fair value
(LTFV). Unless the investigation is )
extended, Commerce will make its final -
LTFV determination on or before April
25, 1988; and the Commissian will make
its final injury determination by June 10,

' 1988, (see sections 735(a) and 735{b) of

the act (19 U.S.C. 1673d{a} and
1673dbpE =~ - . v :
For farther information concerning the
conduct of this investigation, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procedure. part
207, subparts A and C (19 CFR Fart 207},
and part 201, subparts A through E (19
CFR part 201). :
EFFECTIVE DATE: February 12, 1988.
FOR FURTHER INFORMATION CONTACT:
Bruce Cates (202-252-1187), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW..
Washington, DC 20436. Hearing- -

t The product covered by this investigation is
nitrile rabbez oot containing fillers. pigments. or
rubber processing chemicals. Far purpuses of this
investigation. nitrile rubbier refers to the synthetic'§
rubber that is made {rom the polymerization uf
butadiene and acrvlonitrile and that does not
contain any type of addilive or compounding
ingredient having & function in processing.
vulcanization. or end nse of the product.
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impaired individuals are advised that
information on this matter can be
tained by contacting the

'mmission's'TDD terminal on 202-252~

759. Persons with mobility impairments
who will need’special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.

SUPPLEMENTARY INFORMATION:
Background

This investigation is being instituted
as a result of an affirmative preliminary
determination by the Department of
Commerce that imports of nitrile rubber
from Japan are being soid in the United
States at LTFV within the meaning of
section 731 of the act (19 U.S.C. 1673).
The investigation was requested in a
petition filed on September 1, 1987, by
Uniroyal Chemical Co., Inc.,

- Middlebury, CT. In response to that ~
petition the Commission conducted a
preliminary antidumping investigation
and, on the basis of information
developed during the course of that
investigation. determined that there was
a reasonable indication that an industry
in the United States was materially - .
injured by reason of imports of the

ject merchandise (52 FR 41514,
tober 28, 1987). -

Pamcxpanon in the InvesUgahon

Persons wishing to participate in this
investigation 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 twenty-one
(21) days after the publication of this

_notice in the Federal Register. Any entry
of appearance filed after this date will
be referred to the 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 § 201.11(d) of the
Commission's rules (19 CFR 201.11(d)),
the Secretary will prepare a service list
containing the names and addresses of
all persons. or their representatives,
who are parties to this investigation
upon the expiration of the period for
filing entries of appearance. In
accordance with §§ 201.16(c) and 207.3
of the rules (19 CFR 201.16(c) and 207.3),
each document filed by a party to the
investigation must be served on all other

ties to the investigation (as identified
'the service list), and a certificate for
rvice must accompany the document.
“The Secretary will not accept a

document for filing without a certificate
of ,erwce

Staff Report

A public version of the prehearing
staff report in this investigation will be
placed in the public record on April 15,
1988, pursuant to section 207.21 of the
Commission's rules (19 CFR 207.21).

Hearing

The Commission will hold a hearing in

connection with this investigation
beginning at 9:30 a.m. on May 3, 1988, at
the U.S. International Trade
Commission Building, 500 E Street SW.,’
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 April 21, 1988. 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 April 26, 1988, in the hearing

room of the U.S. International Trade
Commission Building. The deadline for
filing prehearing briefs is April 26, 1988.
Testimony at the public hearing is
governed by § 207.23 of the .
Commission’s rules {19 CFR 207.23). This
rule requires that testimony be limited to

“a nonconfidential summary and analysis

of material contained in prehearing

briefs and to 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))).

Written 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 briefs must

conform with the provisions of section .
207.24 (19 CFR 207.24) and must be

" submitted not later than the close of .

business on May 10, 1988. In addition,
any person who has not entered an

- appearance as a party to the

investigation may submit a-written
statement of information pertinent to the

subject of the investigation on or before i

May 10, 1988.

A signed original and fourteen (14)
copies of each submission must be filed
with the Secretary to the Commission in
accordance with section 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
Busiriess Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requirements of section 201.6 of
the Commission’s rules (19 CFR 201. 6)

Authomy This investigation is being
conducted under authority of the Tariff Act of
1930. title VII. This notice is published
pursuant to section 207.20 of the
Commission’s rules (19.CFR 207.20).

By order of the Commission.

Kenneth R. Mason
Secretary.
Jssued: February 26 1988.

{FR Doc. 884505 Filed 3-1-88; 8:45 am])
BILLING CODE 7020-02-M
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International Trade Administration
[A~588-706)

Final Determination of Sales at Less
Than Fair Value: Butadiene
Acrylonitriie Copolymer Synthstic
Rubber from Japan

AGENCY: Import Administration,
International Trade Administration,
Commerce.

ACTION: Notice.

‘SuMMARY: We have determined that

butadiene acrylonitrile copolymer
synthetic rubber (nitrile rubber) from
Japan is being, or is 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 material
injury to a United States industry.
EFFSCTIVE DATE: April 29, 1988.

FON FURTHER INFORMATION CONTACT:
Contact Debra Conner or Michael
Ready, Office of Investigations, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington DC 20230;
telephone: (202) 377-1778 or 377-2613.

Finzl Determination
We have determined that nitrile

rubber from Japan is being, or is 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 are shown in the
“Suspension of Liquidation” section of
this notice.

Case History

Since our notice of an affirmative
preliminary determination (53 FR 4193,
February 12, 1988) a supplemental
response was filed by the respondent on
February 11, 1988.

A public hearing was not requested.
Final comments were submitted by both
the petitioner and respondent.

Scope of Investigation

The United States has developed a
system of tariff classification based on
the international harmonized system of
Customs nomenclature. The U.S.
Congress’is considering legislation to
convert the United States to this
Harmonized System (HS). In view of this
proposal, we will be providing both the

~ appropriate Tariff Schedules of the

United States annotated (TSUSA) item

numbers and the appropriate HS item

numbers with our product descriptions
on a test basis pending Congressional
approval. As with the TSUSA, the HS
item numbers are provided for
convenience and Customs purposes. The
written description remains dispositive.

We are requesting petitioners to
include the appropriate HS item
number(s) as well as the TSUSA item
number(s) in all.new petitions filed with
the Department. A reference copy of the
proposed HS schedule is available for
consultation at the Central Records
Unit, Room B-099, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW,, Washington, DC 20230.
Additionally, all Customs officers have
reference copies and petitioners may
contact the Import Specialist at their
local Customs office to consult the
schedule. o

The product covered by this
investigation is butadiene acrylonitrile
copolymer synthetic rubber not
containing fillers, pigments, or rubber-
processing chemicals, currently
provided for under the TSUSA item
number 446.1511 and currently
classifiable under HS item number
4002.59.00.

Period of Investigation

Based on petitioner's claim that sales
and imports of nitrile rubber are
traditionally strongest in the early
months of each year, we extended the
period of investigation for Nippon Zeon
to January 1, 1987-September 30, 1987,
as permitted by 19 CFR 353.38{a).

Such or Similar Comparisons

We determined that Nippon Zeon had
sufficient home market sales of such or
similar merchandise to form the basis
for calculating foreign market value. For
all U.S. sales examined, there were sales
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of identical merchandxse in the home ‘
market. . -

Faxr Value Comparisons. .

To determine whether sales of mmle
rubber from Japan to the United States .
were made at less than fair value, we

campared the United States price to the..

foreign market value as specified below.
United States Price b

In its original response to our
questionnaire, Nippon Zeon claimed _
that its U.S. sales were made through an
unrelated company, Nichimen Japan- .
Nichimen America {(Nichimen), and that
Nichimen acted as Nippon Zeon's agent.
Nippon Zeon reported the prices
charged by Nichimen in the United
States and the commission paid by
Nippon Zeon to Nichimen. At the
Derartment's request, Nippon Zeon
provided a copy of its agreement with
Nichimen and a fuller description of the
commission paid to Nichimen.

Based on our verification of the
agreement, we have determined that
Nichimen does not act as Nippon Zeon's
agent. The agreement between Nichimen
and Nippon Zeon clearly.illustrates that

a “sale” is made from Nippon Zeon to
l\uchxmen Nichimen pays for the
merchandise and resells the
merchandise to an unrelated customer in
the United States. While Nichimen
provides certain services to Nippon
Zeon, Nippon Zeon does not control the
activities of Nichimen. In particular,

Nippon Zeon controls pricing to the U.S.

customer.

Therefore, we have determined that
Nichimen is not Nippon Zeon's agerit
and that the price Nippon Zeon charges
Nichimen is the appropriate sales price

. to be used. This is in accordance with
the Department's usual practice in cases
whel;‘e a manufacturer is aware of the
destination of its goods when such
goods are sold to an unrelated trading
company. See. e.g., Certain Forged Steel

Crankshafts from Japan, 52 FR 36984
* {October 2, 1987); Birch Three-Ply
Doorskins from [apan, 47 FR 50537
{November 8, 1982).

At the Department’s request, Nippon
Zeon provided a revised U.S. sales
listing on February 11. 1988 showing the
invoiced price from Nlppon Zeon to

Nichimen.

We have calcuiated purchase price by
deducting from Nippon Zeon's invoiced
price to Nichimen, fcreign inland freight
and insurance, and export brokerage -
and handling. We also made an
adiustment for post-sale price
adjustments.

s

" Foreign Market Value '~

In accordance with section 773(a) of
the Act, we calculated foreign market’
valie based on Nippon Zeori's packed
delivered prices to unrelated customers
in the-home market. We made
deductions from the home market price
where appropriate, for inland freight.
insurance and rebates. In order to adjust

. for differences in packing between the

U.S. and home markets, we deducted the
home market packing cost from the
foreign market value and added U.S. -
packing costs. We also made
adjustments to the home market price,
where appropriate, for differences in
credit expenses pursuant to 19 CFR

383.15.

Nippon Zecn claxmed :d)ustments for
warehousing. indirect selling expenses,
inventory carrying costs. technical ,
services, and sale promotion expenses
in home market. With respect to the
adjustments for warehousing, technical
services and sale promotion activities,
we have denied these claims because
respondent has not demonstrated that
they are directly related to home market
sals, in accordance with 19 CFR 353.15.

Moreover, we have not allowed
adjustments for indriect selling
expenses because U.S. sales were,
treated as purchase price transactions
and-no commission was recognized on
those sales. The claim for inventory
carrying costs was withdrawn at
verification by Nippon Zeon offu:lals

Cunency Conversion

Smce all U.S. sales were purchase
price transactions, we made currency

.conversions in accordance thh 19 CFR
-353.56(a)(1).

Critical Circumstances

On Septemer 1, 1987, the petitioners-
alleged that “critical circumstances”

. exist within the meaning of section

733(e) of the Act with respect to nitrile
rubber from Japan. In determining
whether critical circumstances exist;
that section provides \hat we examine

whether:

(A){i} There is a history of dumpmg in
the United States or elsewhere of the
class or kind of merchandise which is-
the subject to investigation; or

(ii) The person by whom, or for whose
account, the merchandise was imported
knew or should have known that the
exporter was selling the merchandise

- which is the subject of the investigation

at less than fair value: and
(B) There have been massive imperts
of the class or kind of merchandise

which is the subject of the investigation

over a relali_vc'ly short period.

. the "United States Price”

In order to determine whether
massive imports have taken place over a
short period of time we looked at the
volume and value of the lmports

In this proceeding, we. exammed
import statistics provided by thq
petitioner and the respondent, as well as
U.S.'government collected data. Based
on this information, we believe that
massive imports have not occurred.
Having so concluded, it is not necessary
for us to address the issue of whether
there is a history of dumping or whether
the importers should havée known that
the merchandise was being sold at less
than fair value, =~ -

Based on the above information, we
determine that critical circumstances do
not exist with respect to imports of
nitrile rubber from Japan.

Verification

As provided in section 776(a) of the
Act, we verified all information used in
reaching the final determination in this

‘investigaticn. We used standard

verification procedures including
examination of all relevant accounting
records and source documents.

Interested Party Comments

Comment 1. Respondent argues that
the Japanese trading company
composed of Nichimen Corporation
(“Nichimen Japan”) and Nichimen
America, Inc. (“Nichimen America”)
{collectively, “Nichimen") acts as an
agent on Nippon Zeon's sales of nitrile
rubber to the United States.

" Petitioner argues that Nichimen is not

_acting as an agent but rather, is the first

urrelated purchaser of nitrile rubber.
DOC Position. The Department agrees
with the petitioner. There is no evidence
to suggest that Nichimen is related to
Nippon Zeon, or that the relationship
differs in any significant way from the
usual relationship between a .
manufacturer and a trading company.
Furthermore, our review of the
agreement submitted by respondent and
of supporting documerts available at
verification did not present facts
inconsistent with the application ci our
usual practice in cases wherea. |
manufacturer is aware of the destinatior
of its goods when those goods are sold
to an unrelated trading company. (See
the “United States Price” section above.
Comment 2. Petitioner argues taat the
correct U.S. price is the price irom
Nippon Zeon to Nichimen Japan.
“Respondent argues that the corract

"U.S. price is the price to Nichimen's

unrelated customer in the Uni‘ed States
DOC Pesition. The Department agree:

with the putitioner. As noted abeve in

section cf this
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iotice, in cases where a manufacturer ~  on the import statistics provided by its This determination is published
‘ells to an unrelated trading company sole U.S. importer, Nichiemen. . pursuant to section 735(d) of the Act
vith knowledge of the ultimate ' DOC Position. The Department agrees ~ (19 U.S.C. 1673d(d}).

lestination of merchandise under with the respondent. Information we Joseph A. Spetrini,

nvestigation. it is our usu_al practice to have obtained indicates that Nippon Acting Assistant Secretary for Import
:\onsxder that sale as the first sale to an Zeon's exports of nitrile rubber Administration.

inrelated party. We then use that salet0  reprecent approximately 95% of all April 25, 1988. .

letermine the purchase price with - imports from Japan. For this reason. the  [FR Doc. 88-9533 Filed 4-26-88: 8:45 am]
espect to which all adjustments and Department has used Nichimen's BILLING CODE 3510-05-M

ialculations will be made.

verified import statistics to form the

| Comment 3. Petitioner submits that
he Department should adjust the U.S.
irice by the amount of a post-sale
idjustment. - Continuation of Suspension of

- DOC Position. The Department agrees Liguidation ‘
vith the petitioner. Under thg agreement In accordance with section 733(d) of -
retween Nippon Zeon andé\hchxr;:en a the Act, we are directing the U.S.
jost-sale adjustment is made to the Customs Service to continue to suspend

nvoiced price. The invoiced price'is liquidati . s
nv \ quidation of all entries of nitrile rubber
'djusted to reflect currency adjustments from Japan that are entered or

ind changes in freight costs. Because ) A
his adjustment increases or reduces the withdrawn from warehouse, for

basis of our analysis in the
determination of critical circumstances.

to Nippon Zeon on its U.S. sales,  consumption. on or after the date of
Séu}:gve incFl)Eded it in the calculation of ~ Publication of this notice in the Federal
1.S. price. : ’ Register. The U.S. Customs Service shall
. Comment 4. Respondent submits that ~ requirea cash d"-F’OSl_t or posting of a
he Department should terminate the bond equal to the estimated amounts by
nvestigation because the petitioner . which the foreign market value of nitrile
acks standing. rubber from Japan exceeds the United
| DOC Position. The Department States price as shown below. This
lisagrees with the respondent. No ‘'suspension of quuxdaqon will remain in
lomestic producer has stated its efféct until further notice.
ipposition to the investigation. See, e.g., The weighted-average margins are as
‘abric Expanded Neoprene Laminate follows: : .

rom Japan. 50 FR 23488 (6/4/85);

dffshore Platform Jackets and Piles ' Veighted.
rom Japan, 51 FR 11788 (4/7/86). Manufacturer/producer/exporter average

. Comment 5. Respondent submits that pe'r‘::fgi':ge
Il home market charges claimed (with - .

he exception of inventory carrying NiDPON 280N €0., LId v " 126.50
osts) be used in the calculation of ’ All others : 146.50
oreign market value. : : : :
' Petitioner argues that direct selling . S
xpenses, advertising and sales. ) -Thlsvsuspensxon of liquidation covers
rromotion, technical services, - imports of nitrile rubber as defined in -
varehousing, indirect selling expenses, the “Scope of Investigation™ section of
nd inland freight should be rejected this notice. :
nd not used in the calculation of - ITC Notification

oreign market value. .

! DOC Position. The Department has In accordance with section 735(d) of
llowed inland freight costs as an “the Act, we have notified the ITC of our-
djustment to the home market price . determination. If the ITC determines |
ince they were fully supported at that material injury, or threat of material
erification. : injury. does not exist, this'proceeding

| The Department has not allowed . will be terminated and all securities
djustments for the remaining charges posted as a result of the suspension of

s explained in the “Foreign Market - liquidation will be refunded or

'alue” section of this notice. cancelled. However, if the ITC

' Comment 6. Petitioner submits that determines that such injury does exist,
1e Department should determine that the Department will issue an

ritical circumstances exist based on the  antidumping duty order on nitrile rubber
nport statistics from the Journal of . from Japan entered. or withdrawn from
ommerce. . warehouse, for consumption after the

' Respondent submits that the suspension of liquidation, equal to the
lepartment should determine that amount by which the foreign market

ritical circumstances do not exist based  value exceeds the United States price.
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CALENDAR OF WITNESSES -



CALENDAR OF PUBLIC HEARING

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

Subject ¢ Nitrile Rubber from Japan
Inv. No. : 731-TA-384 (Final)
Date and time: May 3, 1988 - 9:30 a.m.

Sessions were held in connection with the investiga-
tion in the Main Hearing Room 101 of the United States
International Trade Commission, 500 E Street, S.W., in
Washington. ' ’

In suppbrt of the imposition of
antidumping duties:

Howrey & Simon--Counsel
Washington, D.C.
on behalf of

Uniroyal Chemical Co.
James T. Fairclough, Marketing Manager'
Richard Dowd, Finance Manager
Herman W..Whitehead, Senior Analyst

Mark J. Glueck, Washington Economic
Research Consultants

Herbert C. Shelley)
Joel D. Kaufman ) --OF COUNSEL
Alice A. Kipel )



In opposition to the imposition of
antidumping duties:

O'Melveny & Myers--Counsel
Washington, D.C.
on behalf of

Nippon Zeon Co., Ltd. (Tokyo, Japan)

Robert Klingender, Vice President
and Products Manager of Goldsmith
& Eggleton, Inc.

Robert Lyons, H. K. Porter,
Bellenfontaine, Ohio

Dr. Robert E. Litan, Senior Fellow,
The Brookings Institution

F. Amanda DeBusk )

Jerome M. Lehrman)~ OF COUNSEL
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APPENDIX D

ADDITIONAL CORPORATE FINANCIAL DATA AND
IMPACT OF IMPORTS ON U.S. PRODUCERS’ GROWTH,
INVESTMENT, AND ABILITY TO RAISE CAPITAL
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Additional corporate financial data

. Stock Stock price 3

Parent exchange 52 week range thru 4/5/88 Closing
Producer company Listing High Low price
Copolymer...... Armtek 1/ New York 30-1/2 13 28-1/8
Uniroyal....... Triangle Ind. 2/ New York 44 22-1/2 27-3/4
Goodyear....... Goodyear 3/ New York 76-1/2 35 64-1/2
BFGoodrich..... BFGoodrich &4/ New York 65 - 27-3/4 51-5/8

1/ Manufactures tires and tubes, synthetic rubber, heat transfer products.

- 1987 dividend - $0.48 per share

- 1986 dividend - $0.48 per share
2/ Uniroyal is owned by Avery, Inc. (coal mining). Triangle Industries, who
manufactures metal containers, steel and copper materials, and other products,
owns Avery, Inc.

- 1987 dividend - $0.12 per share

- 1986 dividend - $0.12 per share
3/ Development, manufacture and distribution and sale of tires throughout the
world - 01l and gas exploration, manufactures metal, rubber, plastic.

- 1987 dividend - §$1.60 per share

- 1986 dividend - $1.60 per share
4/ Diversified manufacturer of plastics, specialty chemicals, aerospace and
defense products and other polymers.

- 1987 dividend - $1.56 per share

- 1986 dividend - $1.56 per share

1986 Income-and-Loss Data for the Parent Company’s Business Segment
That Includes the Subject Product

Operating Nitrile

Total Segment Segment income rubber/total
Parent company = sales sales income margin segment sales 1/

--------- 1,000 dollars --------- =--------- Percent ---------
Armtek........... 800,136 2/ 150,901 12,983 8.6 Fedede
Triangle......... 2,667,912 3/ ' - - " dedede
Goodyear......... 9,103,100 4/ 1,136,400 110,500 9.7 dekede
BFGoodrich....... 2,553,000 5/ 569,400 66,400 11.7 dekeke

1/ Nitrile rubber sales for 1986 were as follows: Armtek (Copolymer) - $* * *
million; Avery, Inc. (Uniroyal) - $% * % million; Goodyear - $* * * million;
BFGoodrich - $% * % million.

2/ Synthetic rubber and related products - 18.9 percent of total sales.

3/ Segment data not indicated. _

4/ Industrial rubber, chemical, and plastic products - 12.5 percent of total
sales.

5/ Specialty chemicals - 22.3 percent of total sales.

Sources: Moody's Manual, Annual Reports, and Wall Street Journal.
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U.S. producers of nitrile rubber were asked to describe any actual or
potential negative effects of imports of nitrile rubber from Japan on their
firms’ growth, investment, and ability to raise capital. The four producers’
comments are quoted below:
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-APPENDIX E

LETTER FROM UNIROYAL



B-18



B-19

- APPENDIX F

COMPARISON OF NICHIMEN’S AND G&E’S SELLING PRICES
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Table F-1

Nitrile rubber: Weighted-average selling prices of Nichimen, the importer, to
G&E, the sole distributor of Nippon Zeon nitrile rubber, G&E’s selling prices,
and G&E’s markup, by percentage acrylonitrile content, by quarters, January
1985-December 1987 and January-February 1988











