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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-627 (Preliminary)

PADS FOR WOODWIND INSTRUMENT KEYS FROM ITALY

D;termination

| On the basis of the record! developed in the subject investigation, the
Commission unanimously determines, pursuant to section 733(a) of the Tariff
Act of 1930 (19 U.S.C. § 1673b(a)), that thére is.a reasonable indication that
an industry in the United States is materially injured by reason of imports
from Italy of pads for woodwind instrument keys, provided for in subheading
9209.99.40 of the Harmonized Tariff Schedule of the United States, that are

alleged to be sold in the United States at less than fair value (LTFV) .2

Background

On October 21, 1992, a petition was filed with the Commission and the
Department of Commerce by Prestini Musical Instruments Corp., Nogales, AZ,
alleging that an industry in the United States is materially injured or
threatened with material injury by reason of LTFV imports of pads for woodwind
instrument keys from Italy. Accordingly, effective October 21, 1992, the

Commission instituted antidumping investigation No. 731-TA-627 (Preliminary).

! The record is defined in sec. 207.2(f) of the Commission’s Rules of
Practice and Procedure (19 CFR § 207.2(f)).
2 As defined by the Department of Commerce, "The products covered by this

investigation are pads for woodwind instrument keys, which are manufactured by
Pisoni."



Notice of the institution of the Commission’s investigation and of a
public conference 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 October 29, 1992 (57 F.R. 49097). The conference was held in
Washington, DC, on November 12, 1992, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION!

Based on the record in this preliminary investigation, we find that
there is a reasonable indication that an industry in the United States is
materially injured by reason of imports of pads for woodwind instrument keys

from Italy that are alleged to be sold at less than fair value (LTFV).?2

I. -The Legal Standard for Preliminary Determinations

The legal standard in preliminary antidumping investigations requires
the Commission to determine, based on the best information available at the
time of the preliminary determination, whether there is a reasonable
indication of material injury or threat thereof to a domestic industry by
reason of the imports under investigation.® 1In this investigation, the
Commission considered whether "(1) the récord as a whole contains clear and
convincing évidence that there is no material injury or threat of such injury;
and (2) no likelihood exists that contrary evidence will arise in a final

"4 The U.S. Court of Appeals for the Federal Circuit has held

investigation.
that this interpretation of the standard "accords with clearly discernible

legislative intent and is sufficiently reasonable."’

! Chairman Newquist and Commissioner Rohr also find a reasonable indication
of material injury. See their views infra.

2 19 U.S.C. § 1673b(a). Material retardation of the establishment of an
industry is not an issue in this investigation.

3 E"

* See American Lamb Co. v. United States, 785 F.2d 994, 1001 (Fed. Cir.
1986). Recently, the Court of International Trade interpreted American Lamb
to affirm "the Commission’s practice of reaching a negative preliminary

determination of injury only when" these two factors are met. Torrington Co.
v. United States, 790 F. Supp. 1161, 1165 (Ct. Int'’l Trade 1992).

5> American Lamb, 785 F.2d at 1004.



II. Like Product and Domestic Industry

A. Background

To determine whether a domestic industry is materially injured or
threatened with material injury by reason of the subject imports, the
Commission must first define the "like product" and the "industry." Section
771(4) (A) of the Tariff Act of 1930 (the "Act") defines the relevant domestic
industry as "the domestic prodﬁcers as a whole of a like product, or those
producers whose collective output of the like product constitutes a major-
proportion of the total domestic production of that produnt,“‘l In turn,
section 771(10) of the Act defines "like product" as "a product which is like,
or in the absence of like, most similar in characteristics and uses ﬁith, the
article subject to an investigation."’

The Department of Commerce defined the class or kind of importea
merchandise subject to this investigation as "pads for woodwind instrument

keys, which are manufactured by Pisoni."®

619 U.S.C. § 1677(4)(A).

7 1d. § 1677(10).

8 Initiation of Antidumping Duty Investigation; Pads for Woodwind
Instrument Keys From Italy Manufactured by Luciano Pisoni Accessori Strumenti
Musicali A Fiato, 57 Fed. Reg. 54,220, 54,220-21 (Nov. 17, 1992).

The Commission has previously investigated imports of pads for woodwind
instrument keys from Italy. See Pads for Woodwind Instrument Keys from Italy,
Invs. Nos. 701-TA-203 and 731-TA-152, USITC Pub. 1466 (Dec. 1983) & USITC Pub.
1566 (Aug. 1984). As a result of the antidumping investigations, an :
outstanding antidumping duty order is in existence. See 49 Fed. Reg. 37,137
(Sept. 21, 1984). 1In the prior investigations, the Commission determined that
there were two like products -- bladder pads and leather .pads -- based on the
fact that bladder and leather pads are made primarily for separate
instruments, are composed of different raw materials and have different costs
and prices. USITC Pub. 1466, at 5; USITC Pub. 1566, at 3. Chairman Newquist,
Vice Chairman Watson, and Commissioners Brunsdale, Crawford, and Nuzum did not
participate in the prior investigations because they were not members of the

(continued...)




Pads for woodwind instrument keys are thin felt discs backed with
cardboard or paper and covered with a fine layer of gut (lamb or cow bladder)
or leather. Pads may also be made entirely of cork, plastic or other
synthetic material, although usage of pads made from such materials is quite
limited. The function of a pad for a woodwind instrument is to form an
airtight closure over the tone holes in the instrument. Pads are glued or
shellacked into pad cups on the inner side of the instrument keys and cover or
uncover the tone holes as the keys are pressed and released.®

Pads are purchased principally by woodwind instrument manufacturers,
distributors, and instrument technicians and repairers. Pads may be ordered
with a certain type of edge (straight or beveled) and with resonators (metal
or plastic discs attached to the front of the pads to enhance tone quality).
The purchaser may also specify the shape of the resonator (flat, curved or
convex) .10

B. Like Product Analysis

The Commission’s like product determinations are factual and the
Commission applies, on a case-by-case basis, the statutory standard of "like"

or "most similar in characteristics and uses."!! 1In this investigation, we

8 (...continued)
Commission at that time.

® Report at I-5.
10 1d. at I-6.

11 Asociacion Colombiana de Exportadores de Flores v. United States, 693 F.
Supp. 1165, 1169 & n.5 (Ct. Int'l Trade 1988). In analyzing which domestic
products are "like" the class or kind of imported articles subject to
investigation, the Commission considers factors including: (1) physical
characteristics and uses, (2) interchangeability, (3) channels of
distribution, (4) customer and producer perceptions of the products,

(continued...)




have considered whether there should be a single like product that includes
all pads for woodwind instrument keys, or whether there should be two like
products: bladder pads and leather pads. For this preliminary investigation,
we determine that there is one like product.

We note that most ﬁads consist of a layer of felt, backed with cardboard
or paper, and then covered with lamb or cow gut (bladder) or with leather.!?
Specifications for pads vary according to the type and model of woodwind
instrument. They differ further according to the softness or hardness of the
felt and by the thickness of the cover.!® The manufacturing process for the
various pads -- whether made with leather or bladder covers -- is basically

14

the same,** and pads for the various woodwind instruments are made in the same

manufacturing facilities by the same employees.!® The channels of

11 (...continued)

(5) common manufacturing facilities and production employees, and, when
appropriate, (6) price. No single factor is dispositive and the Commission
may consider other factors it deems relevant based upon the facts of a
particular investigation. Generally, the Commission requires clear dividing
lines among possible like products and disregards minor variations among them.
See Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int'’l Trade
1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991).

12 Report at I-5.
13 1d. at I-5 - I-6.

14 See id. at I-6. Pad covers, felt discs and cardboard backs are stamped
from sheets, either by hand or by presses. The pad cover is centered over an
opening in a mold and the felt disc is pressed into the opening. If a
cardboard backing is used, it is applied at this point. A small pick-like
tool is used to fold the edges of the covering over the backing and the pick
is then used to pluck the pad from the mold. If a resonator is used, the pad

is drilled through the center and the resonator is positioned and fastened.
Id.

15 Tr. at 65.



distribution for the various pads are the same.!® Pads for different
instruments are not interchangeable. There also appears to be limited

7

intérchangeability between bladder- and leather-covered pads.!’ There is some

8 Price

variation in price among the pads for different instruments.!
differences and limited interchangeability suégest that customers and
producers perceive some differences among the various types of pads.

Weighing all the differences and similarities among pads, we are unable
to find a clear dividing line based either on material used: for the cover --
leather or bladder -- or on other distinguishing characteristics such as size
or instrument type. On the basis of the limited information in this
preliminary investigation, we therefore find that there is one like product.
However, we urge the parties to address this issue in detail in any final
investigation. In particular, the parties should address the distinctions

between leather- and bladder-covered pads.!®

C. Domestic Industry

In this preliminary investigation, respondents argued that sufficient

information has not been presented to determine whether petitioner is a

0

domestic producer of instrument pads.2’ Respondents asserted that petitioner

16 see Report at I-10. Pads are purchased principally by woodwind
instrument manufacturers, distributors and instrument technicians and
repairers. 1d. at I-9, I-10.

17 Tr. at 67, 68, 135-36.

18 1d. at 66.

19 Commissioner Crawford instructs the parties in any final investigation
to address demand side substitutability between bladder and leather pads,
particularly with respect to customer perceptions of interchangeability.

20 Respondents' Post-Conference Brief at 10. In determining whether a firm
qualifies as a domestic producer, the Commission examines such factors as:
(continued...)



may be a foreign manufacturer because of allegations in the record that most
of its pads are made in Mexico and that it only maintains an office in the
United States.?! Moreover, réspondents asserted that it is not clear whether
petitioner is a Mexicaﬁ or an American company.??

For the purposes of this freliminary investigation, we determine that a
domestic industry does exist in the United States. Petitiéner accounts for
the bulk of all domestic productioﬁ of p;ads.23 Although petitioner owned and
operated an assembly plant in Mexico from 1989 to 1991, it appears from the
limitéd information in the fecord that only certain assembly operations took

place there. That is, Mexican workers glued together felt, cardboard, and

20 (.. .continued)

(1) the extent and source of a firm's capltal investment; (2) the technical
expertise involved in the U.S. production activity; (3) the value added to the
product in the United States; (4) employment levels; and (5) any other costs
and activities in the United States directly leading to production of the like
product, including where production decisions are made. No single factor is
determinative and value added information is more meaningful when other
indicia of production activity are taken into account. The Commission may
consider other factors deemed relevant in light of the particular
investigation. See Dry Film Photoresist from Japan, Inv. No. 731-TA-622
(Preliminary), USITC Pub. 2555 (Aug. 1992), at 14-15. '

Respondents also raised an issue with respect to whether petitioner
represents 50 percent of the total domestic production of pads or has the
support of enough domestic manufacturers to account for 50 percent of total
domestic production. Respondents’ Post-Conference Brief at 10. Based on the
record, petitioner does represent over 50 percent of the domestic industry.
Report at I-8, Table 1. The Commission’s practice has been to defer to the
Department of Commerce to make standing determinations. This practice has
been upheld by the U.S. Court of Appeals for the Federal Circuit. Suramerica
de Aleaciones Laminadas, C.A. v. United States, 966 F.2d 660, 665 n.6 (Fed.
Cir. 1992).

2! Respondents’ Post-Conference Brief at 11.

22 Tr. at 89. In the 1984 final investigation of pads for woodwind
instrument keys from Italy, the issue of whether a domesti¢ industry existed
was also raised. The Commission determined that a domestic 1ndustry did exist
in the United States. USITC Pub. 1566, at 4. -

23 Report at I-7.



bladder and/or leather from the United States which were then shipped back to
the United States for final punching, sizing, fitting with resonators, and
packaging.?* Thus, it seems that the majority of assembly and other
operations, at least in terms of technical expertise, occurred in the United
States,?® and the domestic facility, which appears to be petitioner'’s
headquarters, is still operative. The record shows that the majority of
petitioner’s total manufactufing costs and total operating costs were in the
United States.?® However, in any final investigation we will expect the

parties to provide additional evidence in support of their positions.

III. Conditions of Competition in the Domestic Industry

Contrary to the parties’ assertionms, éppérent cohsumption increased ovef
the period of investigation, in terms of both'quantity and value.?’” The
demand for pads is affected by sales of new wdddwind'instruménts and by
repairs to and refurbishment of existing instruments.28 Macroeconoﬁic
conditions and changes in school budgets and schooi-ége population
fluctuations also contribute to variations in demarxd.‘29 The primary channels

of distribution are original equipment manufacturers (OEMs), distributors/

2k 14, at I-8, Table 1 n.1.
25 gee id. at I-15, I-16.
26 14,

27 1d. at I-9; id, Table 2.
28 1d. at I-9.

2% 1d. at I-25.



wholesalers and musical instrument dealers/retailers.3® Pads account for
approximately three percent or less of the total cost of a new woodwind
instrument énd approximately six percent of the total -cost of a refurbished
instrument.3! As a result, demand does not appear to be very responsive to
changes in the price of pads.

Based on the current record, it appears that there may be differences in
quality between the imported pads and those produced by petitioner. Product
quality is very impor;ant because it affects the action and sound of the
completed woodwind instrument.?? The record contains statements by
purchasers, especially instrument manufacturers, that they stopped purchasing
pads from petitioner beéausé of‘probiéms with the qualitj of its product,
inciﬁdihg the consistency of the pads, and problems with invoicing and

33 On the other hand, petitioner claimed that its pads meet

delivery times.
the specific#tioﬁs Qf”?the.most demanding New York repairmen, the largest
distributors and$60mestic manufaétﬁrérs, and.f;reign manufacturers and
distributors from Czechoslovakia to T#iwan and Japan."3* We also note that
export sales increased significantly'dﬁring the period of investigation, which

may be inconsistent with the suggestion that there are significant quality

differences between domestic and Italian pads.3® We intend to explore the

30 14. at I-10.

31

=
(=7

. at I-25.

32

2

at I-25 - I-26.

33

o

at I-31 - I-32.

34 petitioner’s Post-Conference Brief at 3.

35 Report at 1-9, Table 2; C-2, Table C-1.

10



alleged differences in quality and the importance of quality differences in

~ greater detail in any final investigation.

IV. Reasonable Indication of Material Injury by Reason of Allegedly LTFV
Imports

A. Volume of the Subject Imports

In making its preliminary determination of injury, the Commission is to
consider the volume of the subject imports.®® 'In evaluating the volume, the
Commission is required to "consider whether the volume of imports of the
merchandise, or any increase in that volume, either in absolute terms or
relative to production or consumption in the United States, is significant."%’

The volume of respondent-producer’s exports to the United States
increased steadily, both absolutely and’relative‘to the value of apparent

domestic consumption.3®

These exports constituted over half of domestic
consumption throughout the period of investigation.3® Conversely, domestic

producers’ shipments as a share of apparent consumption declined steadily.*°

% 19 U.S.C. § 1677(7)(B) (i) (I).

37'1d. § 1677(7)(C)(i) (emphasis added). Because the bulk of the domestic
industry consists of one producer, the data obtained during this investigation
must be discussed in general terms to avoid the dlsclosure of business
proprletary 1nformat10n

38 Report at I-9, Table 2; I-24, Table 17.
Inasmuch as the import data are understated because data for one
importer are not included, Id. at I-40, Table 16 n.l., we have based our
determination on the export data.

3% 1d. at I-9, Table 2.
4 14. at I-10. The subject imports gained about a quarter of the U.S.

market during the period of investigation and an equivalent share was lost by
domestic producers. 1Id. at I-17, Table 2; I-24, Table 17.

11



B. Price Effects of the Subject Imports

The statute directs the Commission to consider the effect of subject
imports on domestic prices for like products.‘’ In making its evaluation, the
Commission must consider whether:

(I) there has been significant price undérseiling By the imported

merchandise as compared with the price of like products of the United

States, and

(II);the effect of'imports of such merchandise otherwise depresses

prices to a significant degree or prevents price increases, which

otherwise would have occurred, to a significant degree.*?

The evidence in the record does not support a conclusion of signifiéant
price suppression or depression.*® Underselling in the OEM market persisted
throughout the period of investigation in 24 of 29 unit value comparisohs and
ranged from a margin of 1.4 percent to one of 41.0 percent.** There was also

widespread underselling in the distributor segment of the market, with margins

ranging from 2.5 to 31.9 percent.*S

41 19 U.S.C. § 1677(7)(B)(i)(II).
“2 14. § 1677(7)(C) (ii).

43 Commissioner Nuzum notes that in the OEM and distributor markets, which
is where petitioner faced direct competition with respomdent-importer, the
price increases which did occur were consistently lower than those reported by
respondent-importer. Report at I-28. In the remaining market, i.e. sales to
dealers/repair shops, petitioner was not in direct competition with
respondent-importer and, notably, increases in the average unit values of pads
more closely followed those reported by the respondent-importer in the other
two markets. Id. Over one-quarter of petitioner’s and over two-thirds of
respondent-importer’'s 1991 shipments were to OEMs. Over one-half of
petitioner’s 1991 shipments were to dealers/retailers. Id. at I-10.

44 Id. at I-30; I-31, Table 23.
45 1d. 1In this investigation, Commissioner Nuzum views underselling as
particularly significant in light of the purported importance of quality to

sales, for it appears that the allegedly higher quality imports are being sold
at less than a premium price.

12



C. Impact of Subject Imports on the Condition of the Domestic Industry

Under the statute, in making its preliminary injury determination the
Commission must consider the impact of subject imports on domestic producers
of the like product in the context of production operations withiﬁ the United
States.*® In examining the impact, the Commission must evaluate all relevant
economic facts having a bearing on the state of the domestic industry,
including but not limited to:

(I) actual and potential decline in output, sales, market share,

profits, productivity, return on investments, and utilization of

capacity,

(11) factors affecting domestic prices,

(III) actual and potential negative effects on cash flow, inventories,
employment, wages, growth, ability to raise capital, and investment, and

(IV) actual and potential negative effects on the existing development
and production efforts of the domestic industry, including efforts to
develop a derivative or more advanced version of the like product.®’
The Commission is to consider these factors within the context of the business
cycle and conditions of competition which are distinctive to the domestic
industry.*®
The significant increase in market penetration by iﬁports from Italy,
coincident with the loss of market share by domestic producers, indicate

displacement of domestic sales by the subject imports. Displacement appears

to be reflected in declining domestic shipment volumes,*’ as well as in

46 19 U.S.C. § 1677(7)(B) (1) (II1I).

h7I

&

§ 1677(7)(C)(iii).

I&SI

o

49 See Report at I-9, Table 2. U.S. producers’ domestic shipments declined
by about 15 percent in quantity during 1989-91, and fell again between the
interim periods. The value of shipments increased from 1989 to 1990 as higher

’ (continued...)
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declining domestic production.’® Underselling tends to suggest negative price
effects from the increased imports.>!

Data concerning other statutory factors are not particularly useful in
this preliminary investigation.®? The operating and financial data available
to the Commission are of limited utility in assessing the impact of the
subject imports on the domestic industry. Much of the data supplied by
petitioner, which constitutes the bulk of the domestic industry,®® include

information pertaining to its Mexican plant.?® We impress upon petitioner the

need, in any final investigation, to separate the Mexican information from

49 (,..continued) -
unit values were realized. Shipment values fell in 1991 and between the
interim periods. Unit values remained above 1989 levels during 1991 and
January-June 1992. Id. at I-12, Table 6.

%0 See id. at I-10 - I-11; I-11, Table 3. U.S. production declined by
nearly 20 percent during 1989-91 and fell even more steeply between the
interim periods. 1d. at I-11, Table 3.

51 see id. at I-31, Table 23.

In determining that there is a reasonable indication of material injury,
Commissioner Brunsdale also considered the alleged dumping margins, which
ranged from 15.9 percent to 68.8 percent. Id. at I-5. While these margins
are little more than petitioner’s claims, they provide the best information
available at this time concerning the amount by which the prices of the
subject imports may be below a fair level.

52 Commissioner Nuzum concurs with her colleagues that the usefulness of
capacity, employment and financial data is limited because these data include
Mexican operations. She nevertheless points out that information and data
available on the record support an affirmative determination. For example,
there were generally steady declines in capacity, capacity utilization,
inventories, the number of production and related workers, hours worked, and
total compensation paid. Id. at I-11, Table 3; I-14, Table 9; I-15, Table 10.
On the other hand, declines were not evident in the reported financial data.
Id. at I-16, Table 11; I-17, Tables 12 & 13; see, however, id. at D-2.

%% 1d. at I-7.

5 See, e.g., id. at I-11, Table 3 n.4.; I-15, Table 10 n.1; I-16.
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data relating to its domestic operations so that we may comply with the
statute as quoted above.
CONCLUSION
For the reasons set forth above, we determine that tﬁere is a reasonable
indication that the domestic pads for woodwind instrument keys industry is

materially injured by reason of the subject imports from Italy.

15
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VIEWS OF CHAIRMAN DON NEWQUIST AND COMMISSIONER DAVID B. ROHR

Based on the record in this preliminary investigation, we
determine that there is a reasonable indication that the industries
in the United States producing bladder pads for woodwind
instrument keys and leather pads for woodwind instrument keys are
materially injured by reason of imports of such articles from Italy

that are alleged to be sold at less than fair value (LTFV).1

I. LIKE PRODUCT AND DOMESTIC INDUSTRY

In determining whether there is a reasonable indication that
an industry in the United States is materially injured or is
threatened with material injury by reason of the subject imports,
we first define the "like product" and the "domestic industry."
Section 771(4) (A) of the Tariff Act of 1930 defines the relevant
indystry as the "domestic producers as a whole of a like product,
or those producers whose collective output of the like product
constitutes a major proportion of the whole domestic production of

that product."2 In turn, the statute defines "like product" as "a

'Material retardation is not an issue in these investigations.

219 U.S.C.§ 1677 (4) (A).
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product which is like, or in the absence of like, most similar in
characteristics and uses with the article subject to an
investigation."3

The Department of Commerce has defined the imported product
subject to investigation as follows:

pads for woodwind instrument keys, which are manufactured

by Pisoni. Pads for woodwind instrument keys covered by

the scope of this investigation are currently classifiable °

under the following subheadings of the Harmonized Tariff

Schedule of tPe United States (HTS)* 9209.99.4040 and

9209.99.4080.

Based on our analysis of the facts in this investigation, we

determine, for purposes of this preliminary investigation, that
there are two separate products "like" the ‘articles subject to

investigation -- bladder pads for woodwind instrument keys and

leather pads for woodwind instrument keys.

3 19 U.S.C. § 1677(10). Our determination of the appropriate
like product is a factual determination, to which we apply the
statutory standard of "like" or "most similar in characteristics
and uses" on a case-by-case basis. We consider a number of factors
including: (1) physical characteristics and uses, (2)
interchangeability of the products, (3) channels of distribution,
(4) customer and producer perceptions of the products, (5) the use
of common manufacturing facilities and production employees, and
(6) where appropriate, price. No single factor is dispositive, and
we may consider other factors relevant to a particular
investigation. We look for clear dividing lines among possible
like products. See e.g., Asociacion Colombiana de Exportadores de
Flores v. United States, 693 F. Supp. 1165, 1169, n.5, 1170, n.8
(CIT 1988); Sony Corporation of America v. United States, 712 F.
Supp. 978, 983 (CIT 1989).

 Initiation of Antidumping Duty Investigation; Pads for
Woodwind Instrument Keys from Italy Manufactured by Luciano Pisoni
Accessori Strumenti Musicali A Fiato, 57 Fed. Reg. 54,220, 54,220-
21 (Nov. 17, 1992).
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Pads for woodwind instrument keys consist of a thin felt disc
backed with cardboard or paper and covered with a fine layer of
bladder or 1leather. Pads are glued inside the pad cups on the
inner side of the woodwind instrument keys forming a firm, air-
tight closure over the tone holes of the instrument. Each pad is
made to separate specifications set by the instrument manufacturer
for a specific instrument.’ There are no products which are
directly substitutable for pads, and there is essentially no
difference between imported and domestically produced pads in terms

of performance or appearance."

Both the domestic and Italian
producers manufacture bladder and leather pads.

While bladder and leather pads appear to be technically
interchangeable, it appears that certain types of pads are
dedicated for use with particular kinds of instruments.’” For
example, leather pads are used for saxophone and bass clarinet keys
and have a higher value due to the higher cost of the leather.®
They aré also bigger than the bladder pads because of the larger
holes to be covered. In contrast, bladder pads are used for

clarinets and flutes. Bladder pads are sold at a much lower unit

price than the leather pads because of the lower cost of the raw

> Report at I-S5.
6 Report at I-5.
7 Tr. at 67, 68, 136.

8 1d4. at 137.
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material.

Bladder pads and leather pads are made primarily for separate
instruments, are madeiof different materials and have different
cost structures and prices. Consequently, we find two 1like
products, bladder pads and leather pads.9

For the purposes of this preliminary investigation, we concur
with the view of our colleagues that a domestic industry does exist
in the United States. Therefore, we find two domestic industries
corresponding to the two like products: (1) the domestic producers

of bladder pads and (2) the domestic producers of leather pads.

II. CONDITION OF THE DOMESTIC INDUSTRIES

In determining the condition of the domestic industry, we
consider, among other factors, domestic consumption, domestic
production, capacity, capacity utilization, shipments, inventories,
employment, wages, financial performance, capital investment and

research and development expenses.10

No single factor is
dispositive and, in each investigation, we consider the particular
nature of the industry under investigation in the context of "the

business cycle and conditions of competition that are distinctive

’ We note, however, that the information obtained in this
preliminary investigation concerning the physical characteristics
and uses, lack of interchangeability and pricing of the products,
as well as customer and producer perceptions concerning the
products is both limited and inconclusive. Therefore, we would
expect to return to this issue in any final investigation.

0 see 19 U.S.C. § 1677(7) (C) (iii).
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to the affected industry.""

Before describing the condition of
the respective industries, we note that much of the information on
which we base our decision is business proprietary, and our
. discussion of the condition of the industries must necessarily be

general in nature. "2

‘Bladder Pads

Apparent domestic consumption of bladder pads rose
substantially over the period of investigation, growing by 22
percent. Despite this growing demand, domestic shipments and
domestic market share fell during the same period. All three
indicators fell sharply from January - June 1992 when compared with
the same interim period in 1991.%

Domestic production declined rapidly from 1989 to 1990,
rebounding somewhat in 1991, only to fall rapidly in the interim
period. Capacity contracted steadily over the investigative period
and consequently there was some irregular improvement in capacity

utilization rates, although it remained at relatively low levels

" 19 U.s.C. § 1677(7) (C) (iii).

2 In addition, much of the information provided by the
petitioner includes data from its Mexican operations. In any final
investigation, we urge the petitioner to separate out the data
relating to its Mexican plant. Our inability to focus our injury
analysis on data relating to domestic operations only was a basis
for our continuing this investigation. See American Lamb Co. V.
United States, 785 F.2d 994, 1001 (Fed. Cir. 1986); See also 19
U.S.C § 1677(4) (A): 1677(B) (i); 1677(7) (C) (iii).

3 staff report at Table 2.
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particularly for the first six months of 1992." Inventories fell
in absolute terms by nearly half."®

Employment figures, including number of production workers,
number of hours worked, and total compensation declined
consistently from 1989 to 1991. However, substantial gains were
made in productivity.16

The only financial data received by the Commission aggregates
both bladder and leather pads.17 The quantity of net sales fell
steadily throughout the investigative period. The value of net
sales for all woodwind instrument pads showed a slight irregular
decrease from 1989-1991 and a sharp drop from interim 1991 to
interim 1992. In addition, there was ‘a hefty growth in
administrative costs. Nevertheless, due to a redirection of sales
emphasis and productivity gains, a small increase was achieved in

the operating margin.'®

Capital investment increased from 1989 to
1991, while research and development remained constant.

Based on the foregoing performance indicators, we find a
reasonable indication that the bladder pad industry is currently

experiencing material injury.

1 Report at Table 4.

1 Repor£ at Table 9.

16 Report at Table 10.

v For'pﬁrposes of this pfeliminary inveétigation, we find that
pursuant to section 771 (4) (D), it is appropriate to use aggregate

financial information for both industries.

18 Report at Table 10.



23

Leather Pads

. Apparent domestic consumption and domestic shipments of
leather pads both declined from 1989 to 1991 with domestic
shipments declining at a much greater rate than that of
consumption. However, in January - June 1992, consumption showed
a significant increase while domestic shipments continued to fall
sharply.19

Domestic production declined at a rapid rate over the period
of investigation and because capacity remained constant, capacity
utilization fell dramatically, particularly in the interim period.?
Inventories grew in absolute terms during the period and also in
relation to domestic shipments over the same period.?'

Employment figures, including number of production workers,
number of hours worked and productivity all declined from 1989 to
1991. Total compensation remained relatively unchanged over the
same period.22

Of necessity, our observations regarding financial indicators
are based on the same information présenﬁed above for bladder pads.

Based on these indicators, we find a reasonable indication

that the leather pad industry is currently experiencing material

injury.

19 Report at Table 2.
20 Report at Table 5.
2 Report at Table 9.

22 Report at Table 10.
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IIT. REASONABLE INDICATION OF MATERIAL INJURY "BY REASON OF"
ALLEGEDLY LTFV IMPORTS
In making a preliminary determination in an antidumping
investigation, we determine whether there is a reasonable
indication that an industry in the United States is materially

23

‘injured "by reason of" the imports under investigation. In each

case, we consider the volume of imports, their effect on prices for
the like product(s), and their impact on domestic producers.a

In making our determination, we may consider "such other
economic factors as are relevant to the determination... ."&
Although we may consider information that indicates that injury to
the industry is ‘caused by factors other than allegedly LTFV
imports, we do not weigh causes. Subject imports need only be a
cause of material injury.?

While domestic shipments of both bladder and leather pads

declined over the period of investigation, imports rose or remained

constant.

B 19 U.S.C. § 1673(a).

% 19 y.s.C. § 1677(7) (B) (i).

% 19 U.S.C. § 1677(7) (B) (ii).

% gee e.g. Metallverken Nederland B.V. v. United States, 704
F. Supp. 730, 741 (Ct. Int'l Trade 1989); Citrosuco Paulista S.A.

v. United States, 704 F. Supp. 1075, 1101 (Ct. Int'l Trade 1988).
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}The bulk of all U.S. imports of pads for woodwind instrument
keys, both bladder and leather pads, originates in Italy.”' In
terms of quantity, imports of both bladder and leather pads into
the U.S. from Italy.increased by over 23 percent from 1989 through
1991.%2 Questionnaire data on imports of pads from Italy were
available from only one importer of the Italian product and,
therefore, understate the quantity and total value of U.S. imports
from Italy.29 During the same period, though, U.S. imports of all
Italian pads, combining both bladder and leather pads, increased

substantially as a share of the quantity of apparent U.S.

consumption.30

However, data received by the Commission concerning the
respondent-producer's exports to the United States does separate
bladder and leather pads. The data indicate that the volume of
imports of each type of pad from Italy is significant. In
particular, these data show rapid growth of exports of bladder pads
to the United States from 1989 to 1991 which captured a
significantly increased percentage of U.S. apparent consumption.

Market share of the subject Italian bladder pads grew even more

27 Report at I-23.

8  14. at c-2.

¥ Because official import statistics include both the subject
pads and nonsubject articles (e.g., reeds, mouthpieces, and key
assemblies), questionnaire responses are relied on in 1lieu of
official import statistics.

30 Report at Table 17.
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sharply in January - June 1992 in comparison to the same period in
1991.% Respondent-producerfs exports'df leather pads decreased
slightly from 1989 to 1991, but the market share grew irregularly.
In interim 1992, exports of Italian leather pads grew sharply with
a corresponding increase in their market share for leather pads.®

The Commission requested price and quantity data from U.S.
producers and importers for their overall séles of ’pads for
woodwind instrument keys by quarter for‘ the periéd of

3 prices were requested for both leather ahd bladder

inves