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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-1088 (Final)

POLYVINYL ALCOHOL FROM TAIWAN

DETERMINATION

On the basis of the record' developed in the subject investigation, the United States International
Trade Commission (Commission) determines, pursuant to section 735(b) of the Tariff Act of 1930 (19
U.S.C. § 1673d(b)) (the Act), that an industry in the United Statesis materially injured by reason of imports
from Taiwan of polyvinyl alcohol, provided for under subheading 3905.30.00 of the Harmonized Tariff
Schedule of the United States, that have been found by the Department of Commerce (Commerce) to be
sold in the United States at less than fair value (LTFV).”

BACKGROUND

The Commission instituted this investigation effective September 7, 2004, following receipt of a
petition filed with the Commission and Commerce by Celanese Chemicals, Ltd., Dallas, TX. The final
phase of the investigation was scheduled by the Commission following notification of a preliminary
determination by Commerce that imports of polyvinyl alcohol from Taiwan were being sold at LTFV
within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the scheduling of the
final phase of the Commission’s 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 October 4, 2010
(75 FR 61175). The hearing was held in Washington, DC, on January 25, 2011, and all persons who
requested the opportunity were permitted to appear in person or by counsel.

' The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).
? Chairman Deanna Tanner Okun and Commissioner Daniel R. Pearson made negative determinations.






VIEWS OF THE COMMISSION

Based on the record in the final phase of this investigation, we find that an industry in the United
States is materially injured by reason of imports of polyvinyl alcohol (“PVA”) from Taiwan that the U.S.
Department of Commerce (“Commerce”) has found to be sold in the United States at less than fair value
(“LTFV”).I

l. BACKGROUND

The antidumping duty petition in this investigation was filed on September 7, 2004 by Celanese
Chemicals Ltd. (“Celanese”), Dallas, Texas.” The final phase of this investigation is being conducted
several years after the filing of the petition as a consequence of intervening litigation, which concluded on
December 23, 2009.° On July 1, 2009, during the pendency of the litigation, Sekisui America acquired
the assets of Celanese’s polyvinyl alcohol business, creating Sekisui Specialty Chemical America, LLC
(“SSCA”). SSCA is the successor in interest to Celanese as petitioner in this investigation.

SSCA filed briefs and participated in the Commission’s hearing. Respondents E.I. du Pont de
Nemours and Company (“DuPont”), a domestic producer and importer of PVA from Taiwan, and Chang
Chun Petrochemical Co., Ltd. (“CCPC”), the sole Taiwan producer of PVA, also filed briefs and
participated in the Commission’s hearing.

1. DOMESTIC LIKE PRODUCT
A. In General

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the

! Chairman Okun and Commissioner Pearson determine that an industry in the United States is not materially
injured or threatened with material injury, and the establishment of an industry in the United States is not materially
retarded, by reason of imports of PVA from Taiwan found to be sold at LTFV. See Dissenting Views of Chairman
Deanna Tanner Okun and Commissioner Daniel R. Pearson. They join sections I, I, III, and IV.A and B of this
opinion.

2 Confidential Staff Report (“CR”) at I-1; Public Staff Report (“PR”) at I-1, as revised by Memorandum INV-JJ-
014 (February 18, 2011).

? See CR at [-3-4; PR at [-2-3. The Commission originally reached a negative preliminary determination by a
vote of three to two, with one Commissioner not participating. Polyvinyl Alcohol from Taiwan, Inv. No. 731-TA-
1088 (Preliminary), USITC Pub. 3732 (Oct. 2004), at 3. On November 24, 2004, Celanese appealed and, on January
29, 2007, the U.S. Court of International Trade (“CIT”) issued a decision affirming the Commission’s determination
in part and remanding it in part. Celanese Chemicals Ltd. v. United States, 31 CIT 279, 280 (2007). In the
Commission’s remand determination, issued on April 30, 2007, then Vice Chairman Aranoff and Commissioners
Williamson and Pinkert, who were new to the Commission and therefore considered the record de novo, reached
affirmative determinations to form a new majority reaching an affirmative preliminary determination. Polyvinyl
Alcohol from Taiwan, Inv. No. 731-TA-1088 (Preliminary) (Remand), USITC Pub. 3920 (Apr. 2007), at 1 & n.3.
On January 16, 2009, domestic producer E.I. du Pont de Nemours and Company and Taiwan producer Chang Chun
Petrochemical Co., Ltd. appealed the CIT’s decision to the U.S. Court of Appeals for the Federal Circuit, which
affirmed the CIT on December 23, 2009. Celanese Chemicals Ltd. v. United States, 358 Fed. Appx. 174 (Fed. Cir.
2009). After no party petitioned the U.S. Supreme Court for a writ of certiorari within the prescribed period, the
Commission published notice of its affirmative preliminary determination on remand on March 30, 2010. 75 Fed.
Reg. 15726 (March 30, 2010).




“domestic like product” and the “industry.”™ Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Tariff Act”), defines the relevant domestic industry as the “producers as a whole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.” In turn, the Tariff Act defines “domestic like
product” as “a product which is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation.”®

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.” No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products and disregards minor variations.’
Although the Commission must accept Commerce’s determination as to the scope of the imported
merchandise that is subsidized or sold at less than fair value,'® the Commission determines what domestic
product is like the imported articles Commerce has identified."

B. Product Description

In the preliminary phase of this investigation, the scope of investigation consisted of all PVA
hydrolyzed in excess of 80 percent, whether or not mixed or diluted with commercial levels of defoamer

419 U.S.C. § 1677(4)(A).
519 U.S.C. § 1677(4)(A).
19 U.S.C. § 1677(10).

7 See, e.g., Cleo, Inc. v. United States, 501 F.3d 1291, 1299 (Fed. Cir. 2007); NEC Corp. v. Department of
Commerce, 36 F. Supp. 2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel Corp. v. United States, 19 CIT 450, 455
(1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’] Trade 1990), aff’d, 938 F.2d 1278 (Fed.
Cir. 1991) (“every like product determination ‘must be made on the particular record at issue’ and the ‘unique facts
of each case’”). The Commission generally considers a number of factors, including the following: (1) physical
characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) customer and producer perceptions
of the products; (5) common manufacturing facilities, production processes, and production employees; and, where
appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’1
Trade 1996).

8 See, e.g., S. Rep. No. 96-249 at 90-91 (1979).

? Nippon, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249 at 90-91 (1979)
(Congress has indicated that the like product standard should not be interpreted in “such a narrow fashion as to
permit minor differences in physical characteristics or uses to lead to the conclusion that the product and article are
not ‘like’ each other, nor should the definition of ‘like product’ be interpreted in such a fashion as to prevent
consideration of an industry adversely affected by the imports under consideration.”).

19 See, e.g., USEC, Inc. v. United States, 34 Fed. Appx. 725, 730 (Fed. Cir. 2002) (“The ITC may not modify the
class or kind of imported merchandise examined by Commerce.”); Algoma Steel Corp. v. United States, 688 F.
Supp. 639, 644 (Ct. Int’l Trade 1988), aff’d, 865 F.3d 240 (Fed. Cir.), cert. denied, 492 U.S. 919 (1989).

! Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (the Commission may find a
single like product corresponding to several different classes or kinds defined by Commerce); Cleo, 501 F.3d at 1298
n.1 (“Commerce’s {scope} finding does not control the Commission’s [like product] determination.”); Torrington,
747 F. Supp. at 748-52 (affirming the Commission’s determination defining six like products in investigations in
which Commerce found five classes or kinds). The PVA subject to this investigation is currently classifiable under
subheading 3905.30.00 of the Harmonized Tariff Schedule of the United States (“HTSUS”). CR at I-9; PR at I-6;
CR/PR at Table I-2.




or boric acid, except for PVA in fiber form.'* In its September 2010 preliminary determination, at
SSCA’s request, Commerce also excluded from the scope of this investigation certain low-ash PVA used
to produce polyvinyl butyral (“PVB”), a downstream article, and known as PVB-grade PVA. Commerce
defined the imported merchandise within the scope of the investigation (“scope PVA”) as follows:

This product consists of all PVA hydrolyzed in excess of 80 percent, whether or not
mixed or diluted with commercial levels of defoamer or boric acid. PVA in fiber form
and PVB-grade low-ash PVA are not included in the scope of this investigation.
PVB-grade low-ash PVA is defined to be PVA that meets the following specifications:
Hydrolysis, Mole % of 98.40 +/- 0.40, 4% Solution Viscosity 30.00 +/- 2.50 centipois,
and ash--ISE, wt% less than 0.60, 4% solution color 20mm cell, 10.0 maximum APHA
units, haze index, 20mm cell, 5.0, maximum. The merchandise under investigation is
currently classifiable under subheading 3905.30.00 of the Harmonized Tariff Schedule of
the United States (HTSUS). Although the HTSUS subheading is provided for
convenience and customs purposes, the written description of the merchandise under
investigation is dispositive."

PVA is a water-soluble synthetic polymer, usually sold in a white granular solid or powdered
form." PVA can be categorized on the basis of its degree of hydrolysis (i.e., the percentage of acetate
groups in the PVA feedstock replaced by hydroxyl groups in the finished PVA, up to 98 percent for fully
hydrolyzed PVA), molecular weight, and viscosity in an aqueous solution, which varies with molecular
weight."> It is sold in a variety of standard and specialty grades based on its degree of hydrolysis
(commonly described as partial, intermediate, fully, or super) and molecular weight, with the specific
performance of any given grade dependent on its degree of hydrolysis and viscosity.'® The greater the
degree of hydrolysis, the better the water resistence of the PVA."

In the United States, the most significant end use of PVA is as an intermediate in the production
of PVB, which is an adhesive used between panes of automotive safety glass or load-resistant
architectural glass."® PVA is also used in the textile industry for sizing formulations, which prevent yarns
from breaking during the weaving process; in the paper industry to impart particular properties to the
paper, such as grease and water resistance and ink receptivity; as a binder in adhesive and soil binding
formulations; and as an emulsion or polymerization aid in colloidal suspensions, water-soluble films,
cosmetics, and joint compounds.” Although not all grades of PVA are completely interchangeable, the
same grade of PVA is frequently sold for different end-use applications, and many end users are able to
use a range of grades in the same end-use applications.?

12 See PVA from Taiwan, USITC Pub. 3732 at 9.
3 CR at I-8-9; PR at I-6.

4 CR atI-10; PR at I-7.

5 CR atI-10; PR at I-7.

16 CR atI-10-11; PR at I-7-8.

7 CR atI-11; PR at I-8.

¥ CR atI-10; PR at I-7.

 CR atI-10; PR at I-7.

* CR at I-12; PR at [-8. Both U.S. producers, but only 3 of 9 importers and 5 of 20 purchasers, reported that
grades of PVA with differing degrees of hydrolysis and viscosity were substitutable in the same applications. CR at
II-41; PR at I1-24.




C. Previous Investigations

Previous antidumping duty investigations involving PVA were conducted in 1995-1996 with
respect to imports from China, Japan, Korea, and Taiwan, and in 2002-2003 with respect to imports from
China, Germany, Japan, Korea, and Singapore.”’ Five-year reviews of the antidumping duty orders on
PVA from China, Japan, and Korea were completed in 2009.” The scope of those investigations and
reviews included PVB-grade PVA and thus was broader than the scope of this final phase investigation.
In the 1995 and 2002 antidumping duty investigations, the Commission rejected party arguments that it
should define PVB-grade PV A as a separate domestic like product and defined a single domestic like
product encompassing all PVA within the scope.” In the reviews, the Commission found no material
changes in the pertinent facts since the original investigations and defined a single domestic like product,
as urged by domestic interested parties Celanese and DuPont.”

3

D. Domestic Like Product Analysis

In the preliminary phase of this investigation, petitioner Celanese argued that the Commission
should define a single domestic like product coextensive with the scope, which included PVB-grade
PVA.* Respondent DuPont agreed with Celanese, and respondent CCPC did not argue otherwise.”’
Based on the record of the preliminary phase investigation and the absence of any party arguments to the
contrary, the Commission found that there had been no material change to the relevant facts since the
2002 investigations and defined a single domestic like product encompassing all PVA within the scope.?®

In the final phase of this investigation, the scope of the investigation is more narrow than that in
the preliminary phase in that Commerce has now excluded PVB-grade PVA from the scope at petitioner’s
request. Nevertheless, both petitioner and respondents urge the Commission to define a single domestic
like product encompassing all PVA, including PVB-grade PVA, which now is outside the scope of this
investigation.”’

The Commission may, where appropriate, include domestic articles in the domestic like product
that are in addition to those described in the scope of investigation.** Based on the following analysis of
our six domestic like product factors, we find a continuum of domestic PVA products with no clear

2 CR/PR at Table I-1.

22 CR/PR at Table I-1.

B CR at1-13-15; PR at I-9-11.
2 CR atI-13-15; PR at I-9-11.
% CR atI-15; PR at I-10-11.

26 CR at1-15-16 PR at I-11; PVA from Taiwan, USITC Pub. 3732 at 11. In its remand views, the Commission
adopted the analysis of the domestic like product definition from its original views. PVA from Taiwan, USITC Pub.
3920 at 10.

CR at1-16; PR atI-11; PVA from Taiwan, USITC Pub. 3732 at 11.

# CR at1-16; PR at I-11; PVA from Taiwan, USITC Pub. 3920 at 10; PVA from Taiwan, USITC Pub. 3732 at
11.

¥ See Petitioner’s Prehearing Brief at 5; Petitioner’s Responses to Commissioner Questions at 34-36;
Respondents’ Prehearing Brief at 2.

30 See, e.g., Pure Magnesium from China and Israel, Inv. Nos. 701-TA-403 and 731-TA-895-96 (Final), USITC
Pub. 3467 (Nov. 2001) at 8, n. 34; Torrington Co. v. United States, 747 F.Supp. 744, 748-9 (Ct. Int’l Trade 1990),
aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (holding that the Commission is not legally required to limit its like product to
the like product advocated by the petitioner, co-extensive with the scope).

6



dividing line drawn at the scope of investigation as defined by Commerce. Therefore, we define the
domestic like product to encompass all PVA, including PVB-grade PV A that is outside the scope.

Physical characteristics and uses

The record indicates that scope PVA can differ physically from PVB-grade PVA in ways that
may foreclose its interchangeability with PVB-grade PVA in the same applications. Specifically, ***
claims that PVB-grade PVA must be extremely clear and colorless for use in automotive and architectural
glass, unlike scope PVA used in adhesives, emulsion polymerization, paper, and textile applications.’’ In
addition, *** claims that PVB-grade PVA is evaluated based upon *** 3

Other evidence on the record, however, indicates that certain grades of scope PVA are ***,
ks 3 According to *** is similar to PVB-grade PVA in terms of hydrolysis, viscosity, ash, and other
physical characteristics.*

Interchangeability

The record indicates that scope PVA and PVB-grade PVA are interchangeable in many
applications. Although *** asserts that scope PVA cannot be used in the production of PVB because it
lacks the low ash content and colorlessness of PVB-grade PV A and is not subject to the same
qualification process, *** 3 *#* concedes that PVB-grade PVA can be substituted for scope PVA in
many applications, but claims that doing so may not be economical.*

Common manufacturing facilities, production processes, and production employees

The record indicates that there is considerable overlap in the manufacturing facilities, production
processes, and production employees used to produce scope PVA and PVB-grade PVA. The same two
main chemical reactions, polymerization and saponification, are used to produce both scope PVA and
PVB-grade PVA.?7 *#* 3% Although ***, it also reports that ****° Indeed, SSCA claims that *** %

Channels of distribution

*** scope PVA and all PVB-grade PVA were sold directly to end users throughout the period
examined.!

3'CR atI-17; PR at I-11.

32CR at1-17; PR at I-11.

3 CRatI-17; PR at I-11.

3% CR atl-17; PR at I-11.

3 CR at1-19; PR at I-12.

3 CR at1-19; PR at I-12.

3CR atI-17; PR at I-11.

% CR at1-17-18; PR at I-11.

¥ CR atI-18; PR at I-12.

40 petitioner’s Prehearing Brief at 9-11.
4 CR at I-20; PR at I-13; CR/PR at Table II-1a.



Customer and producer perceptions

The record indicates that there are similarities and differences between scope PVA and PVB-
grade PVA in terms of customer and producer perceptions. According to ***, customers would not
perceive scope PVA as a substitute for PVB-grade PVA in PVB production or PVB-grade PVA as an
economical substitute for scope PVA in applications other than PVB production.** Nevertheless, ***
acknowledges that it is possible for PVB-grade PVA to be used by scope PVA customers.* *** claims
that the differences customers perceive between scope PVA and PVB-grade PVA are no greater than the
differences they perceive between all grades of PVA, while producers perceive the differences between
specific products on the continuum of PVA products to be relatively minor.*

Price

The average unit value of U.S. producers’ U.S. shipments of scope PVA was *** that of PVB-
grade PVA in 2007 but *** that of PVB-grade PVA in 2008, 2009, and both interim 2009 and interim
2010.%

Conclusion

We find that there are more similarities than differences between scope PVA and PVB-grade
PVA in terms of our six domestic like product factors. Based on the preceding analysis, we conclude that
the similarities between scope PVA and PVB-grade PVA are such that no clear dividing line can be
drawn separating scope PVA from PVB-grade PVA along the continuum of PVA products. We therefore
define a single domestic like product encompassing both scope PVA and PVB-grade PVA.

1. DOMESTIC INDUSTRY

The domestic industry is defined as the domestic “producers as a whole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”® In defining the domestic industry, the
Commission’s general practice has been to include in the industry producers of all domestic production of
the like product, whether toll-produced, captively consumed, or sold in the domestic merchant market.
Based on our definition of the domestic like product, we define the domestic industry as all producers of
PVA, including DuPont, Solutia, and SSCA.*

A. Related Parties

We must determine whether any producer of the domestic like product should be excluded from
the domestic industry as a related party pursuant to 19 U.S.C. § 1677(4)(B). Subsection 1677(4)(B)
allows the Commission, if appropriate circumstances exist, to exclude from the domestic industry
producers that are related to an exporter or importer of subject merchandise or which are themselves

2 CR atI-19; PR at I-12.
$ CR atI-19; PR at I-12.
“ CR atI-19; PR at I-12.
4 CR/PR at Table I-3.
%19 U.S.C. § 1677(4)(A).
T CR/PR at Table III-1.



importers.* Exclusion of such a producer is within the Commission’s discretion based upon the facts
presented in each investigation.*

In the preliminary phase of the investigation, Celanese argued that DuPont should be excluded
from the domestic industry as a related party by virtue of its imports of PVA from Taiwan.® The
Commission found that DuPont was a related party but that circumstances did not warrant its exclusion
from the domestic industry.”!

In the final phase of the investigation, DuPont qualifies as a related party because it was an
importer of subject merchandise from Taiwan during the period examined.” In addition, DuPont **%* >
Nevertheless, DuPont produced *** more PVA in the United States than it imported from Taiwan, with
the ratio of its imports from Taiwan to its domestic production ranging from *** percent to *** percent
during the period examined.” DuPont was the *** PVA producer in the United States in 2009,
accounting for *** percent of domestic PVA production that year.>

#ikk 3 There is no evidence that DuPont domestic production operations benefitted financially from
dumped PVA from Taiwan, however. DuPont’s operating profit margin was *** than *** in 2007 and

19 U.S.C. § 1677(4)(B).

* The primary factors the Commission has examined in deciding whether appropriate circumstances exist to
exclude a related party include the following: (1) the percentage of domestic production attributable to the importing
producer; (2) the reason the U.S. producer has decided to import the product subject to investigation, i.e., whether
the firm benefits from the LTFV sales or subsidies or whether the firm must import in order to enable it to continue
production and compete in the U.S. market; and (3) the position of the related producer vis-a-vis the rest of the
industry, i.e., whether inclusion or exclusion of the related party will skew the data for the rest of the industry. See,
e.g., Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related
producers and whether the primary interest of the related producer lies in domestic production or importation. These
latter two considerations were cited as appropriate factors in Allied Mineral Products, Inc. v. United States, 28 CIT
1861, 1865 (2004) (“The most significant factor considered by the Commission in making the ‘appropriate
circumstances’ determination is whether the domestic producer accrued a substantial benefit from its importation of
the subject merchandise.”); USEC, Inc. v. United States, 132 F. Supp. 2d 1, 12 (Ct. Int’l Trade 2001) (“the
provision’s purpose is to exclude from the industry headcount domestic producers substantially benefitting from
their relationships with foreign exporters.”), aff’d, 34 Fed. Appx. 725 (Fed. Cir. 2002); S. Rep. No. 249, 96th Cong.
Ist Sess. at 83 (1979) (“where a U.S. producer is related to a foreign exporter and the foreign exporter directs his
exports to the United States so as not to compete with his related U.S. producer, this should be a case where the ITC
would not consider the related U.S. producer to be a part of the domestic industry”).

0 PVA from Taiwan, USITC Pub. 3732 at 12.

S PVA from Taiwan, USITC Pub. 3732 at 14.

>2 See Hearing Tr. at 20 (Neuheardt), 143 (Becker); CR/PR at Table I11-5; 19 U.S.C. § 1677(4)(B).
** CR/PR at Table III-1.

> CR/PR at Table I1I-5. The ratio of DuPont’s imports of PVA from Taiwan to its domestic PVA production was
*#% percent in 2007, *** percent in 2008, *** percent in 2009, *** percent in the first half of 2009, and *** percent
in the first half of 2010. Id.

5 CR/PR at Table III-1.
6 CR/PR at Table I1I-5 n. 1.




2008, but *** than *** in 2009 and both interim 2009 and interim 2010.”” ** * No party argues that
DuPont should be excluded from the domestic industry as a related party.

We find that appropriate circumstances do not exist to exclude DuPont from the domestic
industry as a related party. Accordingly, we define the domestic industry to include DuPont, Solutia, and
SSCA.

V. MATERIAL INJURY BY REASON OF IMPORTS OF SUBJECT MERCHANDISE
FROM TAIWAN®

A. Legal Standards

In the final phase of antidumping and countervailing duty investigations, the Commission
determines whether an industry in the United States is materially injured or threatened with material
injury by reason of the imports under investigation.®" In making this determination, the Commission must
consider the volume of subject imports, their effect on prices for the domestic like product, and their
impact on domestic producers of the domestic like product, but only in the context of U.S. production
operations.® The statute defines “material injury” as “harm which is not inconsequential, immaterial, or
unimportant.”® In assessing whether the domestic industry is materially injured by reason of subject
imports, we consider all relevant economic factors that bear on the state of the industry in the United
States.** No single factor is dispositive, and all relevant factors are considered “within the context of the
business cycle and conditions of competition that are distinctive to the affected industry.”®

Although the statute requires the Commission to determine whether the domestic industry is
“materially injured or threatened with material injury by reason of” unfairly traded imports,” it does not
define the phrase “by reason of,” indicating that this aspect of the injury analysis is left to the

7 CR/PR at Table VI-3. With respect to the merchant market, DuPont’s operating profit margin was *** than
*** in 2008, but *** than *** in 2007, 2009 and interim 2009 and 2010. Id. at Table VI-9.

8 Consistent with her practice in past investigations and reviews, Commissioner Aranoff does not rely on
individual-company operating income margins, which reflect a domestic producer’s financial operations related to
production of the domestic like product, in assessing whether a related party has benefitted from importation of
subject merchandise. Rather, she determines whether to exclude a related party based principally on its ratio of
subject imports to domestic production and whether its primary interests lie in domestic production or importation.

% Commissioner Pinkert does not rely upon DuPont's financial performance as a factor in determining whether
there are appropriate circumstances to exclude it from the domestic industry in this investigation. The record is not
sufficient to infer from its profitability on U.S. operations whether it has derived a specific benefit from importing.
See Allied Mineral Products v. United States, 28 CIT 1861, 1865-67 (2004).

5 Imports of PVA from Taiwan accounted for *** percent of total imports of all PVA by quantity during the most
recent 12-month period preceding the filing of the petition for which data are available. CR at IV-7; PR at IV-2.
Because subject imports are well above the statutory negligibility threshold, we find that subject imports are not
negligible under 19 U.S.C. § 1677(24).

119 U.S.C. §§ 1671d(b), 1673d(b).

219 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each {such} factor ... and explain in full its relevance to the determination.”
19 U.S.C. § 1677(7)(B).

%19 U.S.C. § 1677(7)(A).

% 19'U.S.C. § 1677(7)(C)(iii).

%19 U.S.C. § 1677(7)(C)(iii).

%19 U.S.C. §§ 1671d(a), 1673d(a).
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Commission’s reasonable exercise of its discretion.®’ In identifying a causal link, if any, between subject
imports and material injury to the domestic industry, the Commission examines the facts of record that
relate to the significance of the volume and price effects of the subject imports and any impact of those
imports on the condition of the domestic industry. This evaluation under the “by reason of” standard
must ensure that subject imports are more than a minimal or tangential cause of injury and that there is a
sufficient causal, not merely a temporal, nexus between subject imports and material injury.®

In many investigations, there are other economic factors at work, some or all of which may also
be having adverse effects on the domestic industry. Such economic factors might include nonsubject
imports; changes in technology, demand, or consumer tastes; competition among domestic producers; or
management decisions by domestic producers. The legislative history explains that the Commission must
examine factors other than subject imports to ensure that it is not attributing injury from other factors to
the subject imports, thereby inflating an otherwise tangential cause of injury into one that satisfies the
statutory material injury threshold.” In performing its examination, however, the Commission need not
isolate the injury caused by other factors from injury caused by unfairly traded imports.” Nor does the
“by reason of” standard require that unfairly traded imports be the “principal” cause of injury or

57 Angus Chemical Co. v. United States, 140 F.3d 1478, 1484-85 (Fed. Cir. 1998) (“{T}he statute does not
‘compel the commissioners’ to employ {a particular methodology}.”), aff’d, 944 F. Supp. 943, 951 (Ct. Int’l Trade
1996).

5 The Federal Circuit, in addressing the causation standard of the statute, observed that “{a}s long as its effects
are not merely incidental, tangential, or trivial, the foreign product sold at less than fair value meets the causation
requirement.” Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1384 (Fed. Cir. 2003). This was further ratified in
Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873 (Fed. Cir. 2008), where the Federal Circuit, quoting
Gerald Metals, Inc. v. United States, 132 F.3d 716, 722 (Fed. Cir. 1997), stated that “this court requires evidence in
the record ‘to show that the harm occurred “by reason of”” the LTFV imports, not by reason of a minimal or
tangential contribution to material harm caused by LTFV goods.”” See also Nippon Steel Corp. v. United States,
458 F.3d 1345, 1357 (Fed. Cir. 2006); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed.
Cir. 2001).

% SAA at 851-52 (“{T}he Commission must examine other factors to ensure that it is not attributing injury from
other sources to the subject imports.”); S. Rep. 96-249 at 75 (1979) (the Commission “will consider information
which indicates that harm is caused by factors other than less-than-fair-value imports.”); H.R. Rep. 96-317 at 47
(1979) (“in examining the overall injury being experienced by a domestic industry, the ITC will take into account
evidence presented to it which demonstrates that the harm attributed by the petitioner to the subsidized or dumped
imports is attributable to such other factors;” those factors include “the volume and prices of nonsubsidized imports
or imports sold at fair value, 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”); accord Mittal Steel, 542 F.3d at 877

" SAA at 851-52 (“{T}he Commission need not isolate the injury caused by other factors from injury caused by
unfair imports.”); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir. 2001) (“{T}he
Commission need not isolate the injury caused by other factors from injury caused by unfair imports ... . Rather, the
Commission must examine other factors to ensure that it is not attributing injury from other sources to the subject
imports.” (emphasis in original)); Asociacion de Productores de Salmon y Trucha de Chile AG v. United States, 180
F. Supp. 2d 1360, 1375 (Ct. Int’l Trade 2002) (“{t}he Commission is not required to isolate the effects of subject
imports from other factors contributing to injury” or make “bright-line distinctions” between the effects of subject
imports and other causes.); see also Softwood Lumber from Canada, Invs. Nos. 701-TA-414 and 731-TA-928
(Remand), USITC Pub. 3658 at 100-01 (Dec. 2003) (Commission recognized that “{i}f an alleged other factor is
found not to have or threaten to have injurious effects to the domestic industry, i.e., it is not an ‘other causal factor,’
then there is nothing to further examine regarding attribution to injury”), citing Gerald Metals, Inc. v. United States,
132 F.3d 716, 722 (Fed. Cir. 1997) (the statute “does not suggest that an importer of LTFV goods can escape
countervailing duties by finding some tangential or minor cause unrelated to the LTFV goods that contributed to the
harmful effects on domestic market prices.”).
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contemplate that injury from unfairly traded imports be weighed against other factors, such as nonsubject
imports, which may be contributing to overall injury to an industry.”" It is clear that the existence of
injury caused by other factors does not compel a negative determination.”

Assessment of whether material injury to the domestic industry is “by reason of” subject imports
“does not require the Commission to address the causation issue in any particular way” as long as “the
injury to the domestic industry can reasonably be attributed to the subject imports” and the Commission
“ensure{s} that it is not attributing injury from other sources to the subject imports.”” ™ Indeed, the
Federal Circuit has examined and affirmed various Commission methodologies and has disavowed “rigid
adherence to a specific formula.””

The Federal Circuit’s decisions in Gerald Metals, Bratsk, and Mittal Steel all involved cases
where the relevant “other factor” was the presence in the market of significant volumes of price-
competitive nonsubject imports. The Commission interpreted the Federal Circuit’s guidance in Bratsk as
requiring it to apply a particular additional methodology following its finding of material injury in cases
involving commodity products and a significant market presence of price-competitive nonsubject
imports.” The additional “replacement/benefit” test looked at whether nonsubject imports might have
replaced subject imports without any benefit to the U.S. industry. The Commission applied that specific
additional test in subsequent cases, including the Carbon and Certain Alloy Steel Wire Rod from Trinidad
and Tobago determination that underlies the Mittal Steel litigation.

Mittal Steel clarifies that the Commission’s interpretation of Bratsk was too rigid and makes clear
that the Federal Circuit does not require the Commission to apply an additional test nor any one specific
methodology; instead, the court requires the Commission to have “evidence in the record” to “show that

'S. Rep. 96-249 at 74-75; H.R. Rep. 96-317 at 47.

72 See Nippon Steel Corp., 345 F.3d at 1381 (“an affirmative material-injury determination under the statute
requires no more than a substantial-factor showing. That is, the ‘dumping’ need not be the sole or principal cause of
injury.”).

3 Mittal Steel, 542 F.3d at 877-78; see also id. at 873 (“While the Commission may not enter an affirmative
determination unless it finds that a domestic industry is materially injured ‘by reason of” subject imports, the
Commission is not required to follow a single methodology for making that determination ... {and has} broad
discretion with respect to its choice of methodology.”) citing United States Steel Group v. United States, 96 F.3d
1352, 1362 (Fed. Cir. 1996) and S. Rep. 96-249 at 75.

™ Commissioner Pinkert does not join this paragraph or the following three paragraphs. He points out that the
Federal Circuit, in Bratsk, 444 F.3d 1369, and Mittal, held that the Commission is required, in certain circumstances
when considering present material injury, to undertake a particular kind of analysis of nonsubject imports, albeit
without reliance upon presumptions or rigid formulas. Mittal explains as follows:

What Bratsk held is that “where commodity products are at issue and fairly traded, price-competitive,
nonsubject imports are in the market,” the Commission would not fulfill its obligation to consider an
important aspect of the problem if it failed to consider whether nonsubject or non-LTFV imports would
have replaced LTFV subject imports during the period of investigation without a continuing benefit to the
domestic industry. 444 F.3d at 1369. Under those circumstances, Bratsk requires the Commission to
consider whether replacement of the LTFV subject imports might have occurred during the period of
investigation, and it requires the Commission to provide an explanation of its conclusion with respect to
that factor.

542 F.3d at 878.

> Nucor Corp. v. United States, 414 F.3d 1331, 1336, 1341 (Fed. Cir. 2005); see also Mittal Steel, 542 F.3d at
879 (“Bratsk did not read into the antidumping statute a Procrustean formula for determining whether a domestic
injury was ‘by reason’ of subject imports.”).

76 Mittal Steel, 542 F.3d at 875-79.
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the harm occurred ‘by reason of” the LTFV imports,” and requires that the Commission not attribute
injury from nonsubject imports or other factors to subject imports.”” Accordingly, we do not consider
ourselves required to apply the replacement/benefit test that was included in Commission opinions
subsequent to Bratsk.

The progression of Gerald Metals, Bratsk, and Mittal Steel clarifies that, in cases involving
commodity products where price-competitive nonsubject imports are a significant factor in the U.S.
market, the Court will require the Commission to give full consideration, with adequate explanation, to
non-attribution issues when it performs its causation analysis.” 7

The question of whether the material injury threshold for subject imports is satisfied
notwithstanding any injury from other factors is factual, subject to review under the substantial evidence
standard.® Congress has delegated this factual finding to the Commission because of the agency’s
institutional expertise in resolving injury issues.*’

B. Conditions of Competition

The following conditions of competition inform our analysis in the final phase of this
investigation.

77 Mittal Steel, 542 F.3d at 873 (quoting from Gerald Metals, 132 F.3d at 722), 875-79 & n.2 (recognizing the
Commission’s alternative interpretation of Bratsk as a reminder to conduct a non-attribution analysis).

™ Commissioner Lane also refers to her dissenting views in Polyethylene Terephthalate Film, Sheet, and Strip
from Brazil, China, Thailand, and the United Arab Emirates, Invs. Nos. 731-TA-1131 to 1134 (Final), USITC Pub.
4040 (Oct. 2008), for further discussion of Mittal Steel.

™ To that end, after the Federal Circuit issued its decision in Bratsk, the Commission began to present published
information or send out information requests in final phase investigations to producers in nonsubject countries that
accounted for substantial shares of U.S. imports of subject merchandise (if, in fact, there were large nonsubject
import suppliers). In order to provide a more complete record for the Commission’s causation analysis, these
requests typically seek information on capacity, production, and shipments of the product under investigation in the
major source countries that export to the United States. The Commission plans to continue utilizing published or
requested information in final phase investigations in which there are substantial levels of nonsubject imports.

% We provide in our respective discussions of volume, price effects, and impact a full analysis of other factors
alleged to have caused any material injury experienced by the domestic industry.

81 Mittal Steel, 542 F.3d at 873; Nippon Steel Corp., 458 F.3d at 1350, citing U.S. Steel Group, 96 F.3d at 1357;
S. Rep. 96-249 at 75 (“The determination of the ITC with respect to causation is ... complex and difficult, and is a
matter for the judgment of the ITC.”).
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1. Captive Production®

In the preliminary phase of the investigation, petitioner Celanese argued that the statutory criteria
for application of the captive production provision were satisfied, while respondent CCPC argued that the
first and third statutory criteria were not met.¥ The Commission concluded that all elements of the
captive production provision were satisfied and thus focused primarily on the merchant market for the
domestic like product in determining market share and the factors affecting financial performance,
although it analyzed these factors with respect to the entire U.S. market as well.*

In the final phase of the investigation, both petitioner and respondents argue that the Commission
should find that the captive production provision is satisfied and focus its analysis on the merchant
market.®

We determine that the threshold criterion for application of the captive production provision has
been met because significant production of PVA is internally transferred to make PVB, and significant
production is sold on the merchant market. Internal transfers accounted for *** percent of the volume of
U.S. producers’ U.S. shipments of PVA in 2007, *** percent in 2008, *** percent in 2009, *** percent in
January-June 2009, and *** percent in January-June 2010, with the majority of PVA internally consumed
in the production of PVB.* Commercial shipments accounted for the balance of U.S. producers’ U.S.
shipments during the period.®” *** reported transfers to related firms.®

We also determine that the first statutory criterion has been met. This criterion focuses on
whether any of the domestic like product that is transferred internally for further processing is in fact sold

%2 The captive production provision, 19 U.S.C. § 1677(7)(C)(iv), which was added to the statute by the Uruguay
Round Agreements Act, provides:

(iv) CAPTIVE PRODUCTION - If domestic producers internally transfer significant production
of the domestic like product for the production of a downstream article and sell significant
production of the domestic like product in the merchant market, and the Commission finds that —

(I) the domestic like product produced that is internally transferred for processing into
that downstream article does not enter the merchant market for the domestic like product,

(IT) the domestic like product is the predominant material input in the production of that
downstream article, and

(IIT) the production of the domestic like product sold in the merchant market is not
generally used in the production of that downstream article,

then the Commission, in determining market share and the factors affecting financial performance
set forth in clause (iii), shall focus primarily on the merchant market for the domestic like product.

The SAA indicates that where a domestic like product is transferred internally for the production of another article
coming within the definition of the domestic like product, such transfers do not constitute internal transfers for the
production of a “downstream article” for purposes of the captive production provision. SAA at 853.

8 PVA from Taiwan, USITC Pub. 3732 at 15.

% PVA from Taiwan, USITC Pub. 3732 at 15-17; see also PVA from Taiwan, USITC Pub. 3920 at 11 (adopting
the Commission’s analysis of the captive production provision from the original views on remand).

85 See Petitioner’s Prehearing Brief at 20-24; Respondents’ Prehearing Brief at 9-11.
% CR at I1I-13; PR at I11-6.
¥ CR at I1I-13; PR at I11-6.
% CR at I1I-13; PR at III-6.
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on the merchant market.*” The record indicates that *** produce and captively consume PVA in the
production of PVB.” *** internal transfers of PVA entered the merchant market for PVA."!

In applying the second statutory criterion, we generally consider whether the domestic like
product is the predominant material input into a downstream product by referring to its share of the raw
material cost of the downstream product.”” *** captively consumed PVA in the production of ***, and
PVA accounted for *** percent of the raw material cost of this downstream product.” *** captively
consumed PVA in the production of *** and PVA accounted for *** percent and *** percent of the raw
material cost of these downstream products, respectively.” Although *** Thus, we find that PVA was
the predominant raw material input with respect to downstream production of ***. Because PVA was the
predominant raw material input with respect to these primary downstream products, we find the second
statutory criterion to be satisfied.

In applying the third statutory criterion, we inquire into whether the merchant market purchaser is
generally using the domestic like product in the production of the same downstream article or articles as
the integrated domestic producer.” If the merchant market purchaser is not generally using the domestic
like product in the production of the same downstream article or articles as the integrated domestic
producer, then the statutory criterion is satisfied. The record of the final phase of this investigation
indicates that in 2009 ***, or *** percent of the *** of domestically produced PVA sold into the
merchant market, were used to produce PVB, which is the primary downstream article produced from
internally consumed PVA.”” Although the percentage of commercial shipments of PVA used to produce
PVB was higher in the final phase of the investigation, at *** percent, than it was in the preliminary

% See, e.g., Hot-Rolled Steel Products from Argentina and South Africa, Inv. Nos. 701-TA-404, 731-TA-898,
905 (Final), USITC Pub. 3446 at 15-16 (Aug. 2001); Certain Cold-Rolled Steel Products from Argentina, Brazil,
China, Indonesia, Japan, Russia, Slovakia, South Africa, Taiwan, Turkey and Venezuela, Inv. Nos. 701-TA-393 and
731-TA-829 to 840 (Final) (Remand), USITC Pub. 3691 at 2 & n.19 (May 2004); see also Polyethylene
Terephthalate Film, Sheet, and Strip from India and Taiwan, Inv. Nos. 701-TA-415 (Final) and 731-TA-933-934
(Final), USITC Pub. 3518 (June 2002) at 11 (Commissioner Bragg dissenting).

" CR at I1I-14; PR at I1I-6.
°' CR at I1I-14; PR at I11-6.

°2 See, generally, e.g., Polyethylene Terephthalate Film, Sheet and Strip from Brazil, China, Thailand, and the
Unite Arab Emirates, Inv. Nos. 731-TA-1131-1134 (Final), USITC Pub. 4040 (October 2008) at 17, n. 103;

Polyethylene Terephthalate Film, Sheet, and Strip from India and Taiwan, Inv. Nos. 701-TA-415 (Final) and 731-
TA-933-934 (Final), USITC Pub. 3518 (June 2002) at 11 & n. 51. The Commission has construed “predominant”
material input to mean the main or strongest element, and not necessarily a majority, of the inputs by value. See
Polyvinyl Alcohol from Germany and Japan, Inv. Nos. 731-TA-1015-1016 (Final), USITC Pub. 3604 (June 2003) at
15 n. 69.

> Memorandum INV-JJ-014 (Feb. 18, 2010) at I1I-14 & n. 25. *** also reported that it captively consumed PVA
in the production of ***, with PVA accounting for *** percent and *** accounting for *** percent of total raw
material costs. Id. More specifically, ***. Id. Consequently, ***. We also note that DuPont itself, in its
prehearing brief filed jointly with CCPC, argues that the second statutory criterion of the captive production
provision is satisfied because “the domestic like product is the main material input and accounts for a significant
percentage of the total raw material costs in the production of the downstream article captively produced (i.e.,
PVB).” Respondents’ Prehearing Brief at 10.

% Memorandum INV-JJ-014 (Feb. 18, 2010) at I1I-14 & n. 25.
> Memorandum INV-JJ-014 (Feb. 18, 2010) at I1I-14 & n. 25.

% See Polyvinyl Alcohol from Taiwan, Inv. No. 731-TA-1088 (Preliminary), USITC Pub. 3732 (October 2004) at
16-17; Liquid Sulfur Dioxide from Canada, Inv. No. 731-TA-1098 (Preliminary), USITC Pub. 3826 (December
2005) at 12.

7 CR at I1I-15; PR at ITI-7.
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phase of the investigation, at *** percent,” this percentage is still within the range of percentages in
previous investigations where we have found the third criterion satisfied.” We therefore find the third
statutory criterion to be satisfied.

Because we conclude that all elements of the statutory captive production provision are met, we
focus primarily on the merchant market for the domestic like product in determining market share and the
factors affecting financial performance, although we analyze these factors with respect to the whole PVA
market as well.

2. Demand Conditions

PVA demand is affected by changes in overall economic activity, some seasonality, and demand
for the downstream products in which PVA is an input.'” In the merchant market, apparent U.S.
consumption of PVA declined from *** pounds in 2007 to *** pounds in 2008 and *** pounds in 2009
(a level *** percent lower than in 2007), but was *** percent higher in the first half of 2010, at ***
pounds, than in the first half of 2009, at *** pounds.'”" In the overall market, apparent U.S. consumption
of PVA declined from *** pounds in 2007 to *** pounds in 2008 and *** pounds in 2009 (a level ***
percent lower than in 2007), but was *** percent higher in the first half of 2010, at ***, than in the first
half of 2009, at *** pounds.'” The significant decline in PVA demand between 2007 and 2009 resulted
in large part from the recession, but also from continued weakness in key end-use markets, including
construction and textiles.'” Although apparent U.S. consumption of PVA recovered in 2010 along with
the economy, annualized apparent U.S. consumption in the first half of 2010 remained below 2007 and
2008 levels.'™

The PVA market is a mature one with few new applications likely to spur significant demand
growth. The top end-use applications for U.S. shipments of PVA in 2009, based on their share of
apparent U.S. consumption, included PVB (*** percent), paper (*** percent), adhesives (*** percent),
emulsion polymerization (*** percent), textiles (*** percent), and building materials (*** percent).'®
There is little evidence on the record to suggest that emerging applications for PVB will imminently result
in significantly increased PVA demand. Although increased production of photovoltaic cells might spur

% CR at I1I-15 & n. 30; PR at I11-7.

% See Hot-Rolled Steel Products from Argentina and South Africa, Inv. Nos. 701-TA-404 (Final) and 731-TA-
909 and 905 (Final), USITC Pub. 3446 (August 2001) at 16 (finding the third criterion satisfied where 85.7 percent
of internal consumption was devoted to cold-rolled steel compared to 2.6 to 22.4 percent of merchant market
shipments); Certain Cold-Rolled Steel Products From Australia, India, Japan, Sweden, and Thailand, Inv. Nos.
731-TA-965, 971-972, 979, and 981 (Final), USITC Pub. 3536 (September 2002) at 22-23 (finding the third criterion
satisfied where more than 84 percent of cold-rolled steel sold on the merchant market was not used in the production
of the principal downstream articles produced captively).

1 CR at I1-9, 28; PR at 11-6, 16.

19" CR/PR at Table C-6.

122 CR/PR at Table IV-5b.

103 CR at 11-28-29 & n.48; PR at 1I-17 & n.48.

19 CR/PR at Table IV-5b. When domestic producers, importers, and purchasers were asked to characterize
changes in demand for scope PVA between January 2007 and June 2010, 7 of 19 respondents reported that demand
had declined and only one reported that demand had increased, while 9 reported that demand had fluctuated and 2
reported no change. CR at [I-36. We also note that SSCA claims that the increase in apparent U.S. consumption of
PVA in the first half of 2010 is more attributable to purchaser efforts to restock inventories depleted during the
recession than to increased consumption of PVA. Petitioner’s Prehearing Brief at 28; Hearing Tr. at 27-28
(Neuheardt).

105 CR/PR at Table 1I-2.
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some additional PVA demand, PVA competes with ethyl vinyl acetate (“EVA”) for use in this
application, and lower-cost EVA reportedly accounts for approximately 82 percent of demand in this
application.'” PVA demand for use in PVA films is projected to grow *** percent annually in 2011 and
2012, but *** it would generate only around *** million pounds of additional PVA demand in 2011.'"

3. Supply Conditions

The U.S. PVA market is supplied by domestic producers, subject imports from Taiwan, and
nonsubject imports. There are three domestic producers of PVA — DuPont, SSCA, and Solutia.'”® U.S.
commercial shipments by DuPont and SSCA accounted for *** percent of apparent U.S. consumption in
the merchant market in 2009; U.S. shipments by DuPont, SSCA, and Solutia accounted for *** percent of
total apparent U.S. consumption in 2009.'” SSCA, which acquired Celanese’s PVA operations on July 1,
2009, accounted for *** percent of domestic PVA production in 2009.""° DuPont, which produces only
certain fully hydrolized PVA domestically and rounds out its product line with partially hydrolized and
other PVA imported from Taiwan, accounted for *** percent of domestic PVA production in 2009.""
Solutia accounted for *** percent of domestic PVA production in 2009.""> Because the domestic
industry’s capacity exceeded apparent U.S. consumption by a significant quantity throughout the period
examined, domestic producers exported a significant proportion of their production.'®

As discussed, the domestic industry captively consumed a significant proportion of its PVA
production in the production of PVB products during the period examined, including *** percent of
production in 2009."* Specifically, Solutia captively consumed all of its PVA production during the
period examined, and DuPont captively consumed between *** and *** percent of its PVA production in
each full year of the period.'"” Although Celanese captively consumed a portion of its PVA production in
the production of *** prior to SSCA’s acquisition of its PVA operations on July 1, 2009, SSCA produces
PVA for sale *** in the merchant market and ***.''®

The industry in Taiwan is believed to consist of only CCPC.'"” CCPC is capable of producing
*** in-scope PVA and expanded its capacity by *** percent in 2009 to *** pounds."® U.S. commercial

1% See Andy Brice, “Encapsulants Demand Heats Up,” ICIC Chemical Business (July 5, 2010), attached as
Exhibit 12 to Petitioner’s Posthearing Brief; Hearing Tr. at 244 (Gabbert); Petitioner’s Responses to Commissioner
Questions at 40, 42.

197 See Purchaser’s Questionnaire Response of *** at Questions II-6, III-7; Petitioner’s Responses to
Commissioner Questions at 41.

1% CR/PR at Table I1I-1.

1% CR/PR at Tables C-3, C-6. Solutia made no merchant market shipments during the period examined.
110 CR at I1I-1-2; PR at I1I-1; CR/PR at Table III-1.

""'CR at I11-2, 16, IV-5-6; PR at I11-2, IV-2; CR/PR at Table III-1.

'12 CR/PR at Table I1I-1.

'3 Compare CR/PR at Table III-2b with id at Tables III-3b and IV-4b.

14 Compare CR/PR at Table III-2b with id. at Table III-3b.

"5 CR at I11-2-3; PR at I11-1-2.

'8 CR at ITI-2; PR at ITI-1; CR/PR at Table V-2. When SSCA acquired Celanese’s PVA operations, ***. CR at
1-13; PR at I-9.

"7 CR at VII-1; PR at VII-1.
18 CR at VII-2; PR at VII-1; CR/PR at Table VII-1.
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shipments of subject imports accounted for *** percent of apparent U.S. consumption in the merchant
market in 2009 and *** percent of apparent U.S. consumption in the U.S. market as a whole in 2009.'"

PVA was also imported from 22 nonsubject countries during the period examined, with the top
four nonsubject countries (Japan, Germany, China, and Singapore) accounting for 80.5 percent of those
nonsubject PVA imports.' Antidumping duty orders were imposed on imports from China, Japan, and
Korea in 2003, with high antidumping duty deposit rates applicable to all producers in those countries
with the exception of Chinese producer SVW."?' U.S. commercial shipments of nonsubject imports
accounted for *** percent of apparent U.S. consumption in the merchant market in 2009 and *** percent
of apparent U.S. consumption in the U.S. market as a whole in 2009.'*

According to SSCA, the domestic industry produces different grades of PVA in a technically
determined sequence so as to minimize the downtime associated with the adjustments to production
equipment and raw material inputs necessary to go from producing one grade of PVA to another.'” PVA
producers minimize such downtime, and maximize their productivity, by adjusting incrementally the
viscosity and hydrolysis of the PVA products produced.'” To this end, PVA producers carefully plan
production “campaigns” to produce the requisite range of PVA products for inventory based on the
projected demand for each grade.'” Producers project demand based on forecasts provided on a regular
basis by their customers.'”® Once a campaign has begun, a PVA producer cannot alter its production
schedule to satisfy unanticipated demand for a particular grade of PVA without incurring significantly
increased costs.'”’

There were supply disruptions during the period examined. Celanese declared force majeure
between May 14, 2007 and January 28, 2008 due to an unplanned outage at its acetic acid production
facility, and DuPont declared force majeure between September 24, 2008 and November 6, 2008 due to
hurricane damage to its plant.'® SSCA claims that Celanese was able to ***,'** It also claims that the
overall supply shortfall to its U.S. customers resulting from the force majeure events was less than three
percent."® Respondents concede that the actual supply disruption as a result of Celanese’s declaration of
force majeure was “modest.”"' There is some evidence that purchasers were unable to procure PVA in
the desired quantities from SSCA in the first half of 2010, though it is unclear whether this resulted from
supply disruptions or SSCA’s inability to satisfy customer orders for quantities of PVA in excess of the

119 CR/PR at Tables C-3, C-6.
120 CR at I1-27; PR at II-16.

12 See CR/PR at Table I-1; 68 Fed. Reg. 39518 (July 2, 2003) (Japan); 68 Fed. Reg. 58169 (Oct. 1, 2003)
(China); 68 Fed. Reg. 56621 (Oct. 1, 2003) (Korea). SVW was not excluded from the order on China, but was
assigned a de minimis rate and is therefore not required to post a deposit.

122 CR/PR at Tables C-3, C-6.

'2 Petitioner’s Prehearing Brief at 9-10. DuPont does not challenge SSCA’s characterization of the production
campaigns used to produce different PVA products.

124 Petitioner’s Prehearing Brief at 10.

125 Petitioner’s Prehearing Brief at 9-10; Hearing Tr. at 22-23 (Neuheardt), 36 (Sikora), 102 (Neuheardt).
126 Hearing Tr. at 36 (Sikora), 39 (Lutz)

127 Petitioner’s Prehearing Brief at 11.

128 xxx  #k% yolume of acetic acid for its production of vinyl acetate monomer (“VAM”), which is the primary
raw material input in the production of PVA. CR at [-12; PR at I-9.

129 Petitioner’s Prehearing Brief at 30.
130 Petitioner’s Posthearing Brief at 8; Hearing Tr. at 34 (Sikura).
131 Respondents’ Prehearing Brief at 19.
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customers’ forecasted demand."”> When asked to discuss any supply problems, 12 of 22 responding
purchasers, including 11 that purchased domestic PVA, reported no supply disruptions, while 10
responding purchasers reported supply disruptions mostly due to Celanese’s declaration of force
majeure.'”

Moreover, supply disruptions were not confined to domestic producers. When asked to report
any supply problems, two of five importers reported disruptions in the supply of subject imports from
Taiwan during the period examined."* *** importer of PVA from Taiwan,'** reported that PVA supplies
from Taiwan were disrupted from the third quarter of 2007 through the first quarter of 2008, and ***
reported late shipments and unavailability of PVA from Taiwan in October 2007.'3¢ s 137

Another relevant condition of competition is the capital intensive nature of PVA production.
PVA producers must operate their production facilities at a high rate of capacity utilization to reduce their
unit fixed costs to an economic level.'"*® SSCA reported that it pursues export opportunities as a means of
boosting its rate of capacity utilization and reducing its unit fixed costs, but prioritizes U.S. customers
over export customers due to the higher PVA prices prevailing in the U.S. market.'*’

Finally, we note that raw material costs represented the largest component of the domestic
industry’s net cost of goods sold, at *** percent over the entire period examined.'"* The principal raw
material inputs in PVA production are ethylene, acetic acid, and methanol.'*! Ethylene derived from
natural gas is reportedly the primary feedstock used in the PVA production process.'** Natural gas prices
fluctuated over the period examined, increasing from $8.01 per thousand cubic feet (“Mcf”) in the first
quarter of 2007 to a period high of $11.16 per Mcf in the second quarter of 2008, decreasing sharply to a
period low of $4.31 per Mcf in the third quarter of 2009, rebounding to $6.49 per Mcf in the first quarter
of 2010, declining again to $4.98 per Mcf in the second quarter of 2010, and finally increasing marginally

132 #xx  Purchaser’s Questionnaire Response of *** at 16. Specifically, ***. See Petitioner’s Prehearing Brief at
31-32. ***_1d. at 32.
Respondents also provided evidence allegedly showing that *** was unable to procure PVA in the desired
quantities from *** in 2010, ***. See Respondents’ Posthearing Brief at 8-10, Exhibit 12 at 18. Again, ***,
Petitioner’s Final Comments at 9. ***. See Respondents’ Posthearing Brief at 8-10, Exhibit 12.

133 CR at II-21; PR at II-13. Only *** and *** reported any supply disruptions from *** other than the force
majeure declaration by Celanese. CR at II-21 & n.32; PR at II-13 & n.32; Purchasers’ Questionnaire Responses of
*** and *** at Question I1I-12.

134 CR at I1-26; PR at II-15. None of the 22 responding purchasers reported supply disruptions with respect to
imported PVA from Taiwan. Id.

135 CR/PR at Table IV-1.

136 CR at II-26; PR at II-15. In the sunset reviews of the antidumping duty orders on PVA from China, Japan, and
Korea, ***, Id.

37 CR at II-27; PR at II-15. ***  Respondents’ Posthearing Brief, Exhibit 9 at 12-13. ***_ Id. at 22-23.

38 Hearing Tr. at 23 (Neuheardt); Petitioner’s Prehearing Brief at 14-15 (claiming that fixed costs accounted for
*** percent of SSCA’s total costs).

13 Hearing Tr. at 24 (Neuheardt); see also Respondents’ Posthearing Brief at Exhibit 14 (projecting *** higher
PVA prices in North America than in other regions in every month of 2011).

140 CR at V-2; PR at V-1.
141 CR at V-2; PR at V-1.
42 CR at V-2; PR at V-1.
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to $5.06 per Mcf in the third quarter of 2010.'* When asked to describe raw material price trends, ***
reported that raw material prices “***, while *** reported that raw material prices *** 44

4, Substitutability

The record indicates that there is at least a moderate level of substitutability in demand between
domestic scope PVA and subject imports.'*> Most responding purchasers reported that the domestic like
product and subject imports are comparable in terms of the 19 purchasing factors listed in the purchasers’
questionnaires.'*® Fifteen of 18 responding purchasers and seven of eight responding importers reported
that subject imports and the domestic like product are always or frequently used interchangeably, while
the two responding domestic producers *** ' Fifteen of 24 purchasers reported purchasing both subject
imports and the domestic like product, while *** reported purchasing the domestic like product and
importing PVA from Taiwan.'*® There was a significant volume of sales of both subject imports and the
domestic like product with respect to all five pricing products.'*

The record also indicates that price is an important consideration in purchasing decisions,
although not necessarily the most important factor. When asked to rank the three most important factors
in their purchasing decisions, only two of 24 responding purchasers reported that price was their number
one purchasing factor, and another 16 of 24 responding purchasers ranked price as their second or third
most important purchasing factor.””® When asked to rate the importance of 19 listed purchasing factors,
16 of 24 responding purchasers rated “price” as “very important.”*! Eleven of 16 responding purchasers
reported that non-price factors are only sometimes or never relevant to purchasing decisions, although
domestic producers and importers were evenly divided on the question.'*

43 CR at V-2-3; PR at V-1-2; CR/PR at Figure V-1. Ethylene and acetic acid are combined to produce VAM,
which is polymerized and combined with methanol to produce PVA. CR at V-2; PR at V-1-2.

144 CR at V-4; PR at V-3.
145 CR at 11-45; PR at 11-26-27.

146 CR/PR at Table I1-10. There were only a few exceptions. Four of 15 purchasers rated the domestic like
product inferior to subject imports in terms of reliability of supply and technical support/services and 3 of 15
responding purchasers rated the domestic like product inferior to subject imports in terms of lower price (i.e., the
domestic like product was priced higher) and lower U.S. transportation costs. Id. Three of 15 responding purchasers
rated the domestic like product superior to subject imports in terms of delivery time. Id.

47 CR/PR at Table II-9. Specifically, ***. Domestic Producers’ Questionnaire Responses of *** at Question
IvV-27.

148 CR/PR at Tables II-3 and I1-4.
19 See CR/PR at Tables V-4-8.

150 CR at I1-49; PR at I1-28; CR/PR at Table II-7. Other purchasing factors identified by responding purchasers as
their number one factor included availability (8), quality (4), product meeting company specifications (3), and
pre-arranged contracts (3). Id.

31 CR at I1-51; PR at [1-28. Other purchasing factors that responding purchasers rated as “very important”
included availability (22), product consistency (22), reliability of supply (22), hydrolysis (20), availability of
preferred type (20), viscosity (19), delivery time (18), and quality meets industry standards (18). Id.

152 CR/PR at Table II-11. Specifically, ***. Domestic Producers’ Questionnaire Responses of *** at Question
IV-28. Three responding importers reported that differences other than price are always or frequently significant,
while three other responding importers reported that such differences are sometimes or never significant. CR/PR at
Table II-11.
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C. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall 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.”'>®

Subject import volume increased *** percent between 2007 and 2008, from *** pounds to ***
pounds, but then declined *** percent to *** pounds in 2009, a level *** percent lower than in 2007.">*
Subject import volume was *** percent higher in the first half of 2010, at *** pounds, than in the first
half of 2009, at *** pounds.'®> U.S. shipments of subject imports followed a similar trend, increasing ***
percent between 2007 and 2008, from *** pounds to *** pounds, before declining *** percent to ***
pounds in 2009, a level *** percent lower than in 2007."°° U.S. shipments of subject imports were ***
percent higher in the first half of 2010, at *** pounds, than in the first half of 2009, at *** pounds.'’

U.S. shipments of subject imports as a share of apparent U.S. consumption in the merchant
market increased from *** percent in 2007 to *** percent in 2008, then declined to *** percent in 2009,
a level still *** percentage points higher than in 2007."** U.S. shipments of subject imports as a share of
apparent U.S. consumption in the merchant market were *** percentage points lower in the first half of
2010, at *** percent, than in the first half of 2009, at *** percent.'”

U.S. shipments of subject imports as a share of apparent U.S. consumption in the overall market,
including captive consumption and merchant market sales, increased from *** percent in 2007 to ***
percent in 2008, then declined to *** percent in 2009, a level still *** percentage points higher than in
2007.'% U.S. shipments of subject imports as a share of apparent U.S. consumption in the overall market
were *** percentage points lower in the first half of 2010, at *** percent, than in the first half of 2009, at
**% percent.'®!

The ratio of subject imports to domestic industry production increased from *** percent in 2007
to *** percent in 2008, then declined to *** percent in 2009, a level still *** percentage points higher
than in 2007.'® The ratio of subject imports to domestic industry production was *** lower in the first
half of 2010, at *** percent, than in the first half of 2009, at *** percent.'®

Based on these data, we find that subject import volume is significant, both in absolute terms and
relative to consumption and production in the United States, and that the increase in subject import

1519 US.C. § 1677(7)(C)(0).
54 CR/PR at Table IV-2b.

155 CR/PR at Table IV-2b.

156 CR/PR at Tables IV-4b, C-3.
157 CR/PR at Tables IV-4b, C-3.
'8 CR/PR at Table C-6.

13 CR/PR at Table C-6. SSCA contends that the domestic industry’s apparent market share gain in the first half
of 2010 was the result of distortions caused by SSCA’s acquisition of Celanese’s PVA operations in July 2009, and
specifically the reclassification of PV A that had formerly been captively consumed by Celanese as merchant market
sales by SSCA to Celanese. Petitioner’s Posthearing Brief at 4; Petitioner’s Responses to Commissioner Questions
at 52. Excluding these sales, SSCA calculates that the subject import share of apparent U.S. consumption in the
merchant market was *** percent in the first half of 2010. Petitioner’s Responses to Commissioner Questions at 52,
Exhibit 7. We note that SSCA’s adjusted market share data do not significantly alter the trend in subject import
market share over the period examined, including the interim period.

16 CR/PR at Table IV-5b.
161 CR/PR at Table IV-5b.
'2 CR/PR at Table IV-6b.
163 CR/PR at Table IV-6b.
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volume and market share over the period examined is also significant. Subject import market share was
significantly higher in 2009 than in 2007, particularly in the merchant market.'® Subject import volume
was significantly higher in the first half of 2010 than in the first half of 2009,'® and the subject import
share of the merchant market and the overall market remained at a high level in the first half of 2010."
Most of the increase in subject import market share over the period examined came at the direct expense
of the domestic industry, whose share of the merchant market declined from *** percent in 2007 to ***
percent in 2009 and was *** percent in the first half of 2010.'%

We find additional support for our finding that subject import volume and market share are
significant in the data collected in the preliminary phase of the investigation for 2001-2003 and the first
halves of 2003 and 2004.'® These data indicate that subject import volume and market share have
increased almost continually during the periods for which data have been collected'® and that subject
import volume, U.S. shipments, and market share ranged significantly higher during the period examined
in the final phase of the investigation than during the period examined in the preliminary phase of the
investigation.'” These longer term trends also appear to conflict with the testimony offered by a CCPC

164 See CR/PR at Tables IV-2b, IV-5b and C-6.
165 CR/PR at Table IV-2b.
166 See CR/PR at Tables IV-5b and C-6.

7 CR/PR at Table C-6. We recognize that the domestic industry also lost market share to nonsubject imports
and that the increase in subject import market share between 2007 and 2008 also impacted nonsubject import market
share. See id. Due in part to the domestic industry’s loss of market share to subject imports, the ratio of subject
imports to domestic production was also higher in 2009 than in 2007 and remained significant in the first half of
2010, although slightly lower than in the first half of 2009. CR/PR at Table IV-6b.

168 We predicate our determination that the domestic industry is suffering present material injury by reason of

subject imports primarily on the data collected in the final phase of the investigation, given that it is the most recent
data available. Due to the unique circumstances of this case, however, we find that an examination of the data
collected in the preliminary phase of the investigation provides a useful historical backdrop for our material injury
analysis. See Nucor Corp. v. United States, 414 F.3d 1331, 1337 (Fed Cir. 2005) (quoting Kenda Rubber Indus. Co.
v. United States, 10 C.I.T. 120, 630 F. Supp. 354, 359 (Ct. Int'l Trade 1986)) (“[B]ecause the statute ‘does not
expressly command the Commission to examine a particular period of time . . . the Commission has discretion to
examine a period that most reasonably allows it to determine whether a domestic industry is injured by [less than fair
value] imports.””).

1 Subject import volume increased *** percent between 2001 and 2003, from *** pounds to *** pounds, and
was *** percent higher in the first half of 2004, at *** pounds, than in the first half of 2003, at *** pounds.
Preliminary Confidential Staff Report (“PCR”) at Table IV-1. U.S. shipments of subject imports as a share of
apparent U.S. consumption in the merchant market increased from *** percent in 2001 to *** percent in 2003 and
were *** percent in the first half of 2004, up from *** percent in the first half of 2003. Memorandum INV-BB-130
(Oct. 21, 2004) at Table C-2. As addressed above, subject import volume increased significantly between 2007 and
2008 and was significantly higher in the first half of 2010 than in the first half of 2009, although subject import
volume declined significantly between 2008 and 2009 to a level lower than in 2007. CR/PR at Table IV-2b. Subject
import market share increased significantly between 2007 and 2009, particularly in the merchant market, and
remained significant in the first half of 2010, although down from the first half of 2009. CR/PR at Tables IV-5b and
C-6.

17 Subject import volume ranged from *** to *** pounds during the 2007-2009 period, up from *** to ***
pounds during the 2001-2003 period. Compare CR/PR at Table IV-2b with PCR/PPR at Table IV-1. Subject import
volume was *** pounds in the first half of 2010, but only *** pounds in the first half of 2004. Id. U.S. shipments of
subject imports ranged from *** to *** pounds during the 2007-2009 period, up from *** to *** pounds during the
2001-2003 period. Compare CR/PR at Table IV-4b with PCR/PPR at Table IV-4. U.S. shipments of subject imports
were *** million pounds in the first half of 2010, but only *** million pounds in the first half of 2004. Id. U.S.
shipments as a share of apparent U.S. consumption in the merchant market ranged from *** percent to *** percent

(continued...)
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official that CCPC “has kept a longstanding business practice of actively managing its participation in the
market so as to maintain a steady market share in the United States . .. .”""!

Although we recognize that a portion of the increase in subject import volume and market share
between 2007 and 2008 resulted from the declarations of force majeure by Celanese and DuPont,'” we
find that the record as a whole does not support respondents’ claim that shortages of domestically
produced PVA pulled significant volumes of subject imports into the U.S. market. SSCA maintains, and
respondents do not deny,'” that the actual supply shortfall resulting from Celanese’s declaration of force
majeure was only around three percent and was largely confined to 2007.'”* DuPont’s declaration of
force majeure lasted only six weeks in late 2008, and only *** reported any disruption in domestic PVA
supplies from DuPont during the period examined.'” Moreover, two of five responding importers,
including ***, reported supply disruptions from *** during 2007 and 2008, and *** reported that ***'"
Given that most of the modest disruption to domestic PVA supply occurred in 2007, and that CCPC was
little more reliable than domestic producers during the period, we find that the force majeure events in
2007 and 2008 do not explain the significant increase in subject import volume and market share over the
period."”” Nor do the force majeure events explain the significant increase in subject import market share
between 2007 and 2009, or the fact that subject import market share remained at an elevated level in the
first half of 2010. For these reasons, we find that the force majeure events of 2007 and 2008 do not
detract from the significance of the subject import volume and market share during the period examined.

For all of these reasons, we conclude that subject import volume is significant, both in absolute
terms and relative to consumption and production in the United States, and that the increase in subject
import volume and market share over the period examined also is significant.

170 (...continued)
over the 2007-2009 period, up from *** percent to *** percent over the 2001-2003 period. Compare CR/PR at
Table C-6 with Memorandum INV-BB-130 (Oct. 21, 2004) at Table C-2. U.S. shipments of subject imports as a
share of apparent U.S. consumption in the merchant market were *** percent in the first half of 2010, but only ***
percent in the first half of 2004. Id.

' Hearing Tr. at 148-49 (Chen). In response to Commissioner Aranoff’s request for evidence supporting Mr.
Chen’s claim that CCPC has long limited its participation in the U.S. market to a fairly constant market share,
Hearing Tr. at 232-33, ***_ Because both documents concern CCPC’s exports of PVA to the U.S. market in 2010,
neither document supports Mr. Chen’s testimony that CCPC “has kept a longstanding business practice of actively
managing its participation in the market so as to maintain a steady market share in the United States . . . .” Hearing
Tr. at 148-49.

2 See, e.g., Respondents’ Posthearing Brief, Exhibit 6.
' See Respondents’ Prehearing Brief at 18-19.

174 See Petitioner’s Posthearing Brief at 8 & n. 8; Hearing Tr. at 34 (Sikura) (estimating a supply shortfall of
3 percent in 2007).

'”> See CR at I1-21, 23; PR at [1-13, 14.
76 CR at I1-26-27; PR at II-15. ***  CR at [1-26-27; PR at II-15.

77 There is little evidence that purchasers reacted to the force majeure events by further diversifying their sources
of PV, as respondents argue. See Respondents’ Prehearing Brief at 17-18. SSCA claims that purchasers have long
sourced from multiple PVA suppliers to mitigate the risk of supply disruptions, beginning before the force majeure
events. See Hearing Tr. at 42 (Lutz); Petitioner’s Posthearing Brief at 8. Indeed, a witness for respondent DuPont
testified in the preliminary phase of the investigation, on September 28, 2004, that “our customers have accelerated
the large industrial trend of seeking and maintaining multiple sources of all of their key raw materials, such as PVA
... to ensure a reliable supply stream in an era of supply crunches and just-in-time delivery.” Staff Conference
Transcript at 72 (McCord). In the final phase of this investigation, 10 of 21 responding purchasers reported having a
multi-country sourcing policy, whereas the remaining 11 responding purchasers reported they had no such policy.
CR at II-15; PR at II-10.
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D. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of subject imports,
the Commission shall consider whether — (I) there has been significant price underselling

by the imported merchandise as compared with the price of domestic 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.'”

As addressed in section IV.B.4. above, the record indicates that there is a moderate level of
substitutability in demand between subject imports and the domestic like product and that price is an
important consideration in purchasing decisions.'” Although a significant share of U.S. shipments of
domestically produced PV A is sold pursuant to long-term contracts, including *** percent of such
shipments in 2009, *** reported that prices for scope PVA *** during the contract period, and ***
contracts *** ' Ten of 21 responding purchasers reported mentioning competing prices during their
contract negotiations, while 11 reported not mentioning competing prices.'® Thus, the *** proportion of
the domestic industry’s U.S. shipments of PVA sold pursuant to long-term contracts does not insulate
domestic producers from subject import price competition to a significant degree.

The Commission requested domestic producers and importers of PVA from Taiwan to provide
quarterly sales data for the quantity and net f.0.b. value of five PVA products, all within the scope of the
investigation."> One domestic producer, ***, and two importers of scope PVA from Taiwan, ***,
provided usable price data for sales of the requested products.'®® Pricing data reported by *** accounted
for *** percent of the domestic industry’s U.S. commercial shipment quantity of U.S.-produced scope
PVA during the January 2007-June 2010 period, while pricing data reported by *** accounted for ***
percent of the total reported U.S. commercial shipment quantity of scope PVA imported from Taiwan
during the period.'™

Sales price data indicate that subject imports pervasively undersold the domestic like product
during the period examined at significant margins of underselling. Between January 2007 and June 2010,
subject imports undersold the domestic like product in 58 of 70 quarterly comparisons, or 82.9 percent
of the time, at margins ranging from *** to *** percent."*> Moreover, the frequency and severity of the
underselling increased over the period examined. The frequency of underselling increased irregularly
from *** of *** quarterly comparisons in 2007 (or *** percent of the time) to *** of *** quarterly
comparisons in 2008 (or *** percent of the time), *** of *** quarterly comparisons in 2009 (or ***

819 U.S.C. § 1677(7)(C)(ii).
17 See CR at 11-45, 49, 51; PR at 11-26-28; CR/PR at Tables II-7, 8a, 8b, 9-11.

180 CR at V-7; PR at V-5. *** ]d. *** See CR/PR at Table V-2. In addition, SSCA claims that ***
Petitioner’s Responses to Commissioner Questions at 53. According to SSCA, ***. 1d. Although the supply
uncertainty created by the force majeure events probably created a temporary spike in demand for subject imports
that exceeded the actual Celanese supply shortfall when viewed in hindsight, the effect was short lived and subject
import market share did not decline meaningfully afterwards.

181 CR at V-8; PR at V-5.

182 CR at V-21; PR at V-7.

183 CR at V-22; PR at V-8.

18 CR at V-22-23; PR at V-8-9.

185 CR/PR at Table V-10. Subject imports oversold the domestic like product in 11 of 70 quarterly
comparisons, or 15.7 percent of the time, at margins ranging from *** to *** percent. 1d. Subject imports were
priced the same as the domestic like product in one quarterly comparison. Id.
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percent of the time), and *** of *** quarterly comparisons in the first half of 2010 (or *** percent of the
time).'*® The magnitude of the underselling margins increased irregularly over the period examined as
well, from a range of *** to *** percent in 2007 to ranges of *** to *** percent in 2008, *** to ***
percent in 2009, and *** to *** percent in the first half of 2010."" The record also indicates that subject
import underselling was more pervasive in the final phase of the investigation than in the period examined
in the preliminary phase of the investigation, during which underselling and overselling occurred in an
equal number of quarterly comparisons.'® Based on this evidence, we find that subject import price
underselling was significant during the period examined and also increased significantly in frequency and
severity over the period.

We find additional support for our finding of significant subject import underselling in confirmed
lost sales and revenue allegations."® Of the seven SSCA allegations to which purchasers responded,
purchasers agreed with *** lost sales allegations totaling *** pounds and valued at $*** and *** lost
revenue allegations totaling $*** and involving *** pounds of PVA.""

We are not persuaded by respondents’ argument that the pricing data on the record are not
probative for purposes of analyzing subject import underselling because PV A prices are influenced by a
host of factors other than grade, including subjective “value-in-use” assessments, negotiations with
specific customers, and the inclusion in PV A prices of the cost of technical and other services offered by
some suppliers but not others.”" Although prices for the same grade of PVA can vary between
consuming industries, evidence that more valuable end products do not consistently result in higher
returns for PVA producers conflicts with respondents’ argument that PV A prices are significantly
influenced by “value-in-use” assessments.'*?

Nor is there evidence that reported sales of domestically produced pricing products went to
different consuming industries than reported sales of subject imported pricing products, as would be
necessary for the variation in PVA prices across industries to influence our price comparisons. To the
contrary, 16 of 24 responding purchasers reported purchasing both the domestic like product and subject
imports, suggesting that PVA from both sources is often purchased by the same customers in the same
consuming industries.'”

Finally, we recognize that SSCA and DuPont sometimes provide technical and other services to
their PVA customers, ***, but there is little evidence on the record to suggest that this factor would
significantly influence our price comparisons.'”* ***_ and a witness for DuPont testified that he included
the cost of technical services in DuPont’s price of PVA in the past but does not do so currently.'”” A

186 CR/PR at Table V-10.
187 CR/PR at Table V-10.

'8 During the January 2001-June 2004 period examined in the preliminary phase of the investigation, subject
imports undersold the domestic like product in 34 of 70 quarterly comparisons, oversold the domestic like product in
34 quarterly comparisons, and were priced the same as the domestic like product in 2 quarterly comparisons. PCR at
V-28-29; PCR/PPR at Table V-6.

189 CR at V-42; PR at V-14.
1% CR/PR at Tables V-11-12.

1! See Respondents’ Prehearing Brief at 28-30; Respondents’ Posthearing Brief at 5 n.9; Petitioner’s Responses
to Commissioner Questions at 6-7.

2 CR at V-1 & n.3; PR at V-1 & n.3.

19 CR/PR at Table II-3.

194 See Hearing Tr. at 91 (Neuheardt), 142, 162-63 (Becker).
19 Hearing Tr. at 208-9 (Becker).
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witness for SSCA testified that customers pay for technical services separately from their purchases of
PVA."

For all of the above reasons, we find that the pricing data on the record of the final phase of this
investigation are probative for purposes of our underselling analysis. We further find that this significant
underselling enabled subject imports to gain market share in the merchant market at the expense of the
domestic industry.

We also find evidence that domestic like product prices were suppressed in the first half of 2010,
resulting in a cost-price squeeze.'”” The domestic industry’s ratio of cost of goods sold to net sales in the
merchant market fluctuated within a narrow band between 2007 and 2009, increasing from *** percent in
2007 to *** percent in 2008, but declining to *** percent in 2009; it was *** percent in the first half of
2009, *** percent in the second half of 2009, and *** percent in the first half of 2010."”® The ratio was
elevated in the first half of 2010 because the domestic industry was unable to increase significantly the
unit value of its net sales relative to its unit cost of goods sold."” Subject import competition contributed
to this trend by capturing *** percentage points of market share from the domestic industry over the
2007-2009 period and retaining *** percentage points of this captured market share in the first half of
2010, which reduced the domestic industry’s unit value of net sales by compelling domestic producers to
rely more heavily on lower-priced exports to increase their capacity utilization.”*”

Subject import competition also contributed to the domestic industry’s cost-price squeeze in the
first half of 2010 by limiting the domestic industry’s ability to realize fully its announced price increases.
Notwithstanding the strong recovery in PVA demand in the first half of 2010,%*' *** reported that they
were unable to implement fully their announced price increases with all customers during the period.**
We find that the pervasive and significant subject import underselling in the first half of 2010 contributed
significantly to the domestic industry’s inability to fully capitalize on recovering PVA demand by entirely
realizing their announced price increases.””® Accordingly, we find that subject import prices suppressed
domestic price increases that otherwise would have occurred to a significant degree, but only in the first
half of 2010.2**

19 Hearing Tr. at 91 (Neuheardt).

7 We note that respondents concede that their own “unit revenue conversion” analysis based on record
information “would suggest the possibility of a cost-price squeeze” in the first half of 2010. Respondents’
Responses to Commissioner Questions at 24-25.

19 CR/PR at Table VI-8.
199 CR/PR at Table VI-8.

200 CR/PR at Table C-6. A witness for SSCA testified that SSCA exports to increase its rate of capacity
utilization and reduce its unit fixed costs, but prefers to make sales in the U.S. market where PVA prices are higher.
Hearing Tr. at 24 (Neuheardt). The ratio of the domestic industry’s exports to its total commercial sales quantity in
the merchant market increased during the period examined from *** percent in 2007 to *** percent in 2008 and ***
percent in 2009. CR/PR at Table C-6. The ratio reached *** in the first half of 2010, at *** percent, up from ***
percent in the first half of 2009. Id.

201 Apparent U.S. consumption in the merchant market was *** percent higher in the first half of 2010 than in the
first half of 2009. CR/PR at Table C-6.

202 CR/PR at Table V-3. Specifically, ***. Id. *** Id. at Table V-3.

203 CR/PR at Table V-10. In the first half of 2010, subject imports undersold the domestic like product in *** of
*** quarterly comparisons at margins ranging from *** to *** percent. Id. As further evidence that low-priced
subject import competition contributed to the domestic industry’s inability to fully realize its announced price
increases, we note that ***_ Id. at Table V-11.

%4 Commissioner Pinkert joins in the Commission’s finding that subject import prices suppressed domestic prices
in the first half of 2010. Nevertheless, in his view, the six months of price suppression in this case do not constitute
(continued...)
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E. Impact of the Subject Imports®*

Section 771(7)(C)(iii) of the Act provides that the Commission, in examining the impact of the
subject imports on the domestic industry, “shall evaluate all relevant economic factors which have a
bearing on the state of the industry.”** These factors include output, sales, inventories, capacity
utilization, market share, employment, wages, productivity, profits, cash flow, return on investment,
ability to raise capital, research and development, and factors affecting domestic prices. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”*"’

Between 2007 and 2009, most measures of the domestic industry’s performance declined
significantly. Domestic industry production declined *** percent, from *** pounds in 2007 to ***
pounds in 2008 and *** pounds in 2009.*®® Lower production caused capacity utilization to decline from
**% percent in 2007 to *** percent in 2008 and *** percent in 2009.>”” Consistent with the declines in
production, the domestic industry’s shipments declined significantly from 2007 to 2009. U.S.
commercial shipments declined *** percent between 2007 and 2008, from *** pounds to *** pounds,
and *** percent between 2008 and 2009, to *** pounds, a level *** percent lower than in 2007.2"

Just as U.S. PVA producers’ production and shipments declined from 2007 to 2009, so did many
indicators of their financial performance. The domestic industry’s net commercial sales quantity declined
steadily, and the dollar value of its commercial sales declined irregularly, from 2007 to 2009.”'"" The
industry’s merchant market operating income declined from $*** in 2007, equivalent to *** percent of
net sales, to $*** in 2008, equivalent to *** percent of net sales, to *** of $*** in 2009, equivalent to
**% percent of net sales.”’> The industry’s return on investment declined from *** percent in 2007 to ***
percent in 2008 and *** percent in 2009.%"* With respect to the overall market, including merchant
market sales and internal consumption, the domestic industry’s operating income increased from 2007 to

204 (...continued)

a sufficient basis to warrant a finding under the statute that “the effect of imports of such merchandise otherwise . . .
prevents price increases, which otherwise would have occurred, to a significant degree.” 19 U.S.C. §
1677(7)(C)(i1)(IT) (emphasis added).

25 In its final determination of sales at LTFV, Commerce found a weighted-average dumping margin of 3.08
percent for all exporters and producers of PVA from Taiwan. CR at [-8. Pursuant to 19 U.S.C. § 1677(35)(C)(ii),
we consider the dumping margins most recently published by Commerce prior to the closing of the record in this
investigation.

2619 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.”)

2719 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos.
701-TA-386, 731-TA-812-813 (Prelim.), USITC Pub. 3155 at 25 n.148 (Feb. 1999).

208 CR/PR at Table 111-2b.

299 CR/PR at Table I1I-2b. Domestic industry production capacity was flat, increasing *** from *** pounds in
2007 to *** pounds in 2008 and 2009. CR/PR at Table III-2b.

210 CR/PR at Table C-6.

2" The domestic industry’s sales quantity dropped *** percent, from *** pounds in 2007 to *** pounds in 2009.
The value of the industry’s net commercial sales first increased *** percent from $*** in 2007 to $*** in 2008, and
then declined *** percent to $*** in 2009. CR/PR at Table VI-8.

212 CR/PR at Table VI-8.
213 CR/PR at Table VI-11.
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2009 both absolutely and as a ratio to net sales, and its return on investment was slightly lower in 2009
than in 2007.2"

The domestic industry’s capital expenditures and research and development expenditures also
declined significantly, albeit irregularly, between 2007 and 2009.*"> Witnesses for SSCA testified that
SSCA has been unable to make the capital investments necessary to ensure the long term economic
viability of its PVA operations.*'®

In contrast to the generally declining trends described above, most of the PVA industry’s
employment indicators — including number of workers, hours worked, and wages paid — were at levels in
2009 that were similar to or slightly higher than in 2007.*"” These steady or rising employment
indicators, however, came at the expense of domestic industry productivity in pounds per hour, which
declined *** from *** in 2007 to *** in 2008 and *** in 2009.*'*

Comparing the January-June interim periods, the domestic industry’s output and sales indicators
were higher in the first half of 2010 than in the first half of 2009, consistent with higher apparent U.S.
consumption, but merchant market profitability still lagged. Apparent U.S. merchant market consumption
was *** percent higher in the first half of 2010 than in the first half of 2009, and total U.S. market
consumption was *** percent higher.”’* The domestic industry’s production, merchant market shipments,
and net sales quantities were higher by ***_ *** ‘and *** percent, respectively, in the first half of 2010
than in the first half of 2009.>° The industry’s capacity utilization was *** percentage points higher in
the first half of 2010 than in the first half of 2009.”*' The domestic industry’s share of the U.S. merchant
market was *** percentage points higher in the first half of 2010 than the first half of 2009, and its share

214 Operating income for the overall market increased from $*** in 2007, equivalent to *** percent of net sales,
to $*** in 2008, equivalent to *** percent of net sales, before declining *** to $*** in 2009, equivalent to ***
percent of net sales. The domestic industry’s return on investment increased from *** percent in 2007 to ***
percent in 2008 but declined to *** percent in 2009. CR/PR at Table VI-2.

The industry’s operating profits were higher for the overall market than the merchant market, largely due to
the inclusion of *** in the data for the overall market. *** than the *** domestic producers. CR/PR at Table VI-4.
***% CR at VI-16 n.6; PR at VI-3 n.6. While all domestic producers *** and thereby *** to a certain extent, ***,
Id. The *** of the overall industry resulting from *** does not, in our view, negate the material injury caused by
subject imports as seen in the merchant market data.

25 The domestic industry’s capital expenditures increased *** percent between 2007 and 2008, from $*** to
$*** but then declined *** percent to $*** in 2009. The industry’s expenditures on research and development
increased from $*** in 2007 to $*** in 2007 before declining to $*** in 2009, a level *** percent lower than in
2007. CR/PR at Table VI-12.

*1® Hearing Tr. at 28-29 (Neuheardt), 45 (Lutz). SSCA contends that low-priced subject import competition has
*%%  Petitioner’s Prehearing Brief at 37.
27 The number of production related workers (“PRWs”) increased from *** in 2007 to *** PRWSs in 2008 before

declining to *** PRWs in 2009. Hours worked increased *** percent between 2007 and 2009, from *** hours to
*** hours. Wages paid increased *** between 2007 and 2009, from $*** to $*** CR/PR at Table III-7b.

218 CR/PR at Table 111-7b.
219 CR/PR at Tables C-3, C-6.

220 The domestic industry’s production was higher in the first half of 2010, at *** pounds, than in the first half of
2009, at *** pounds. CR/PR at Tables III-2b, C-3. The industry’s U.S. merchant market shipments were ***
pounds in the first half of 2010 and *** pounds in the first half of 2009. CR/PR at Tables III-3b, C-3. Net U.S.
sales were *** pounds in the first half of 2010 and *** pounds in the first half of 2009. CR/PR at Table VI-8. Total
U.S. shipment quantities and net sales values were also higher in the first half of 2010 than in the first half of 2009.
CR/PR at Table III-3b, Table VI-8.

22! Capacity utilization was *** percent in the first half of 2010 and *** percent in the first half of 2009. CR/PR
at Table I11-2b.
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of the total market was *** percentage points higher.””> Domestic employment indicators were at similar
levels in both interim periods, with the number of workers and hours worked marginally higher in the first
half of 2010 than in the first half of 2009 and wages paid slightly lower.”*

Despite experiencing higher performance levels in certain indicators in the first half of 2010 than
in the first half of 2009, the domestic industry nevertheless posted an operating loss in the first half of
2010 in its merchant market operations. As discussed above, the competition between subject imports
and the domestic like product takes place in the merchant market. The domestic industry *** of $*** in
its merchant market operations, equivalent to *** percent of net sales, versus *** of $*** in the first half
0f 2009, equivalent to *** percent of net sales.”* With respect to the entire market including captive
shipments, the domestic industry’s operating income was $*** in the first half of 2010, equivalent to ***
percent of net sales, as compared to $*** in the first half of 2009, equivalent to *** percent of net sales.”

Based on the foregoing trends, we find a causal nexus between the domestic industry’s
deteriorating condition and subject imports. The significant increase in subject import market share over
the period examined, particularly in the merchant market, came almost entirely at the expense of the
domestic industry. In the merchant market, subject imports captured *** percentage points of market
share from the domestic industry between 2007 and 2009 and retained *** percentage points of this
captured market share in the first half of 2010.”*° The industry’s share of apparent consumption in the
U.S. merchant market declined from *** percent in 2007 to *** percent in 2008 and *** percent in 2009,
for a market share loss of *** percentage points over the 2007-2009 period.*’ The significantly higher
level of subject import volume and shipments in the first half of 2010 relative to the first half of 2009
contributed to the domestic industry’s inability to capitalize fully on higher PVA demand in the first half
0f 2010.7® Pervasive and significant subject import underselling, which increased in frequency and
intensity over the period, also contributed to the domestic industry’s declining performance during the

222 The domestic industry’s share of the U.S. merchant market was *** percent in the first half of 2010 and ***
percent in the first half of 2009. CR/PR at Table C-6. The industry’s share of the total U.S. PVA market was ***
percent in the first half of 2010 versus *** percent in the first half of 2009. CR/PR at Table C-3.

22 Domestic industry employment was *** PRWs in the first half of 2010 and *** PRWs in the first half of 2009.
Hours worked were *** hours in the first half of 2010 and *** hours in the first half of 2009. Wages paid were
$*** in the first half of 2010 and $*** in the first half of 2009. CR/PR at Table III-7b. Significantly higher
production and relatively unchanged hours worked meant that domestic industry productivity was significantly
higher (by *** percent) in the first half of 2010 than in the first half of 2009. Productivity was *** pounds per hour
in the first half of 2010 versus *** pounds per hour in the first half of 2009. CR/PR at Table III-7b.

224 CR/PR at Table VI-8. The domestic industry’s capital expenditures were *** percent higher in the first half of
2010, at $***, than in the first half of 2009, at $***. The domestic industry’s expenditures on research and
development were *** percent lower in the first half of 2010, at $***, than in the first half of 2009, at $***. CR/PR
at Table VI-12.

225 CR/PR at Table VI-2.

226 CR/PR at Table C-6. In the overall market, subject imports captured *** percentage points of market share
from the domestic industry between 2007 and 2009 and retained *** percentage points of this captured market share
in the first half of 2010. Id. at Table IV-5b.

227 CR/PR at Table C-6. The industry’s U.S. shipments and market share followed a similar downward trend
when both merchant market sales and internal consumption are considered. With respect to the overall market, the
domestic industry’s U.S. shipments declined *** percent between 2007 and 2008, from *** pounds to *** pounds,
and another *** percent between 2008 and 2009, to *** pounds, a level *** percent lower than in 2007. CR/PR at
Tables I1I-3b, C-3. The industry’s share of total apparent U.S. consumption of PVA declined from *** percent in
2007 to *** percent in 2008 and *** percent in 2009, for a market share loss of *** percentage points over the 2007-
2009 period. CR/PR at Table I1I-3b.

228 CR/PR at Tables IV-2b, IV-5b, and C-6.
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period examined, and its inability to fully benefit from recovering demand in the first half of 2010.**
Low-priced subject import competition contributed significantly to the domestic industry’s cost-price
squeeze in the first half of 2010, when domestic producers were unable to realize fully their announced
price increases notwithstanding the strong recovery in PVA demand, both by forcing the domestic
industry to rely heavily on lower-priced exports and by suppressing domestic like product prices to a
significant degree.”” **' Thus, we conclude that subject imports had a significant adverse impact on the
domestic industry.

Based on the record in the final phase of this investigation, we do not find that the domestic
industry was insulated from subject import competition by either captive consumption or long-term
contracts. A significant proportion of the domestic industry’s total net sales were made in the U.S.
merchant market during the period examined, with the ratio of merchant market shipments to total net
sales ranging from *** percent to *** percent during the period.*> Having found the captive production
provision to be applicable, we focus our analysis of market share and the domestic industry’s financial
performance on the merchant market. Long-term contracts did not insulate domestic producers from
subject import competition to a significant degree because such contracts *** ** Domestic producer
merchant market sales of PVA used for the production of PVB did not insulate them from subject import
competition to a significant degree because such sales represented a small percentage of the U.S.
merchant market.”* Finally, the domestic industry’s significant volume of export shipments throughout
the period did not attenuate subject import competition because domestic producers prefer to sell PVA
into the U.S. merchant market, where prices are higher, and were forced to rely more heavily on lower-
priced exports as they lost market share to subject imports.**

We have considered whether there are other factors that adversely impacted the domestic
industry. We recognize that the recession contributed to the domestic industry’s declining performance
between 2007 and 2009, particularly in 2009. Due in large part to the recession, apparent U.S.
consumption declined *** percent in both the merchant market and the overall market between 2007 and
2009.7° At the same time that the domestic industry suffered from recessionary conditions, however,
subject imports increased their share of the merchant market by *** percentage points at the domestic
industry’s expense and undersold the domestic like product with increasing frequency and severity.’
After the recession ended, the domestic industry was unable to capitalize fully on the strong PVA demand
recovery in the first half of 2010, or ***, while subject imports retained most of the market share captured
from the domestic industry over the 2007-2009 period and continued to pervasively undersell the
domestic like product. Thus, the recession cannot fully explain the domestic industry’s deteriorating
condition over the period examined, particularly in the first half of 2010.

22 CR/PR at Table V-10.

20 See CR/PR at Tables V-3, 10-11, VI-8, and C-6.

2! For Commissioner Pinkert’s views on the price suppression issue, see footnote 204.
%2 Compare CR/PR at Table VI-4 with id. at Table VI-8.

23 See CR at V-7; PR at V-4; CR/PR at Table V-2.

24 CR at I1I-15; PR at I1I-7.

23 See CR/PR at Table C-6.

236 CR/PR at Table IV-5b, C-6.

271t also is noteworthy, as discussed above, that subject import market share was generally higher, and subject
imports generally undersold the domestic like product with greater frequency and at larger margins, in the period
examined in the final phase of the investigation relative to the period examined in the preliminary phase of the
investigation.
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Another factor that impacted the domestic industry during the period examined was the
significant presence of nonsubject imports in the U.S. market throughout the period.>® Nonsubject import
volume declined *** percent between 2007 and 2008, from *** pounds to *** pounds, but increased ***
percent in 2009 to *** pounds, a level *** percent higher than in 2007.>* U.S. shipments of nonsubject
imports in the merchant market declined *** percent between 2007 and 2008, from *** pounds to ***
pounds, but increased *** percent to *** pounds in 2009, a level *** percent lower than in 2007.>* U.S.
shipments of nonsubject imports in the merchant market were *** pounds in the first half of 2010, up ***
percent from the first half of 2009, when they were *** pounds.**' U.S. shipments of nonsubject imports
as a share of apparent U.S. consumption in the merchant market declined from *** percent in 2007 to ***
percent in 2008, but increased to *** percent in 2009, a level *** percentage points higher than in
2007.>** U.S. shipments of nonsubject imports as a share of apparent U.S. consumption in the merchant
market were *** percent in the first half of 2010, down *** from *** percent in the first half of 2009.**

We recognize that nonsubject import volume increased significantly both in absolute terms and
relative to apparent U.S. consumption and that the increase in nonsubject import market share came at the
expense of the domestic industry. Nevertheless, throughout the period examined, U.S. shipments of
subject imports accounted for a significantly higher share of apparent U.S. consumption than U.S.
shipments of nonsubject imports in both the merchant market and the overall market and also captured
significant market share from the domestic industry during the period. Moreover, in the first half of 2010,
subject imports retained *** more of the market share captured from the domestic industry in the
merchant market over the 2007-2009 period (*** of *** percentage points) than nonsubject imports,
which retained only *** percentage points of the *** percentage points captured over the 2007-2009
period.**

Subject imports also undersold the domestic like product with increasing frequency and severity
during the period examined, unlike nonsubject imports, which were generally priced higher than both the

238 Based on the record evidence, Commissioner Pinkert finds that price competitive, nonsubject imports were a
significant factor in the U.S. market during the period of investigation. He also finds, however, that, regardless of
whether PVA is a commodity product, nonsubject imports would not have replaced the subject imports without
benefit to the domestic industry had the subject imports exited the market during the period. Although there is
significant global PVA capacity outside the subject countries, CR/PR at Table VII-3, U.S. imports from China,
Japan, and Korea are disciplined by antidumping duty orders. Moreover, even if nonsubject imports had replaced
the subject imports, nonsubject imports were generally sold during the period of investigation at prices that were
higher than the prices of both domestic PVA and imports from Taiwan, so that there would have been a price benefit
to the domestic industry. CR/PR at Appendix D (imports from China, Germany, Japan, and Spain were sold at
higher prices than the domestic product and the subject imports in the majority of instances, while imports from
Singapore were sold at higher prices than the subject imports in the majority of instances, but not at higher prices
than the domestic product).

239 CR/PR at Table IV-2b.

240 CR/PR at Table C-6. U.S. shipments of nonsubject imports in the overall market were of a similar magnitude
and showed a similar trend. See id. at Table IV-4b.

241 CR/PR at Table C-6. U.S. shipments of nonsubject imports in the overall market were of a similar magnitude
and showed a similar trend. See id. at Table IV-4b.

22 CR/PR at Table C-6. U.S. shipments of nonsubject imports as a share of apparent U.S. consumption in the
overall market declined from *** percent in 2007 to *** percent in 2008, but increased to *** percent in 2009, a
level *** percentage points higher than in 2007. Id. at Table IV-5b.

243 CR/PR at Table C-6. U.S. shipments of nonsubject imports as a share of apparent U.S. consumption in the
overall market were *** percent in the first half of 2010, down *** from *** percent in the first half of 2009. Id. at
Table IV-5b.

244 CR/PR at Table C-6.
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domestic like product and subject imports during the period. Price data reported for nonsubject countries
indicate that nonsubject imports were priced higher than the domestic like product in 106 of 170 quarterly
comparisons, or 62.4 percent of the time, lower than the domestic like product in 60 of 170 quarterly
comparisons, or 35.3 percent of the time, and the same as the domestic like product in 4 of 170
comparisons, or 2.4 percent of the time.** These data also indicate that nonsubject imports were priced
higher than subject imports in 145 of 170 quarterly comparisons, or 85.3 percent of the time, lower than
subject imports in 23 of 170 quarterly comparisons, or 1.2 percent of the time, and the same as subject
imports in 2 of 170 comparisons, or 1.2 percent of the time.**® Moreover, nonsubject imports from
China, Japan, and Korea were subject to antidumping duty discipline during the period examined.*”’ For
all these reasons, we conclude that nonsubject imports cannot explain the domestic industry’s declining
performance over the period examined.

Finally, we recognize that the force majeure events of 2007 and 2008 contributed somewhat to
the increase in subject import volume and market share over that portion of the period examined. As
addressed in section IV.C above, however, record evidence shows that most of the disruption to domestic
PVA supply occurred in 2007, that the disruption’s actual effects were modest, and that CCPC was little
more reliable than domestic producers during the period. Thus, the force majeure events in 2007 and
2008 cannot explain the entire increase in subject import volume and market share at that time. Nor do
the force majeure events explain the significant increase in subject import market share between 2007 and
2009, or the fact that subject import market share remained at a high level in the first half of 2010. There
is also no evidence of any supply disruption in the first half of 2010 that could explain the relatively high
levels of subject import volume and market share in that period.***

Moreover, respondents’ argument that a supply shortage due to the force majeure events pulled
subject imports into the U.S. market in 2007 and 2008 is inconsistent with evidence that subject import
underselling increased in frequency and severity between 2007 and 2008.>* Had subject imports been
drawn into the U.S. market by shortage conditions, subject import prices should have increased relative to

245 CR at D-3; PR at D-3. Four importers of scope PVA from five nonsubject countries reported usable price data
for sales of the requested products, accounting for *** percent of the total reported U.S. commercial shipment
quantity of nonsubject imports during the January 2007-June 2010 period. CR/PR at V-22 & n.36.

We are unpersuaded by respondents’ argument that China was the price leader in the U.S. market, which is
based on their assertion that the average unit value of nonsubject imports from SVW was lower than the average unit
value of subject imports. Respondents’ Prehearing Brief at 31-32. Respondents predicate this assertion on a
comparison of the average unit value of imports from Chinese producer SVW reported by importer *** and pricing
data for sales to arms-length customers reported by importer ***, which are at different levels of trade. Id. The
Commission’s pricing product data, which are based on apples-to-apples comparisons, indicate that nonsubject
imports from China were priced higher than the domestic like product in 34 of 50 quarterly comparisons and
higher than subject imports in 43 of 50 quarterly comparisons. CR at D-3; PR at D-3.

We also question the relevance of respondents’ assertion that the domestic industry’s “failure” to request
any administrative reviews of SVW, which in their view would have likely resulted in a significant dumping rate,
represents “an apparent acquiescence by the domestic industry of SVW’s market role.” Respondents’ Responses to
Commissioner Questions at 24. We do not find that any particular inference is warranted based on the domestic
industry’s decision not to request an administrative review of SVW. Moreover, the record does not support
respondents’ argument that China was the price leader in the U.S. market. CR at D-3; PR at D-3.

246 CR at D-3; PR at D-3.
247 CR/PR at Table I-1.

% See Section IV.B.3, supra. There is little evidence that purchasers reacted to the force majeure events by
further diversifying their sources of PVA, as respondents argue. See Section IV.C, supra.

249 CR/PR at Table V-10.
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prices for the domestic like product, but subject import underselling margins generally increased.”® Thus,
the force majeure events in 2007 and 2008 do not explain the increase in subject import market share over
the period examined.

In sum, the record in the final phase of this investigation indicates that there was a causal nexus
between subject imports and the deteriorating condition of the domestic industry over the period
examined sufficient to establish that the domestic industry is materially injured by reason of subject
imports.

CONCLUSION
For the foregoing reasons, and based on the record in the final phase of this investigation, we

determine that an industry in the United States is materially injured by reason of subject imports of PVA
from Taiwan sold in the United States at LTFV.

20 See CR/PR at Tables V-4-8. Subject import prices declined during the period in which Celanese’s declaration
of force majeure was in effect (from the second quarter of 2007 through the first quarter of 2008) with respect to
products 2 and 5. Id. at Tables V-5, 8. As further evidence that subject import prices did not increase significantly
as a result of Celanese’s declaration of force majeure, we note that ***. Respondents’ Posthearing Brief, Exhibit 9
at 14.
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DISSENTING VIEWS OF CHAIRMAN DEANNA TANNER OKUN
AND COMMISSIONER DANIEL R. PEARSON

l. INTRODUCTION

Based on the record in this investigation, we determine that an industry in the United States is not
materially injured or threatened with material injury by reason of imports of polyvinyl alcohol (“PVA”)
from Taiwan that are sold in the United States at less than fair value (“LTFV”’). We join the Views of the
Commission concerning background, domestic like product, domestic industry, the appropriate legal
standards for material injury and threat of material injury analysis, and the conditions of competition. We
write separately, however, with respect to our analysis of material injury and threat of material injury by
reason of subject imports from Taiwan.

1. NO MATERIAL INJURY BY REASON OF SUBJECT IMPORTS FROM TAIWAN

A. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall 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.”!

While U.S. shipments of subject imports from Taiwan increased by *** in 2007 to *** in 2008,
subject imports decreased by *** in 2009, an overall decrease of *** between 2007 and 2009.> As
demand improved in interim (January-June) 2010, U.S. shipments of subject imports were *** than in
interim 2009, at *** 3

U.S. shipments of subject imports as a share of apparent U.S. consumption in the merchant
market increased from *** in 2007 to *** in 2008, and then declined to *** in 2009.* As demand
improved in interim 2010, subject imports increased at a lower rate and thus their share of apparent U.S.
consumption in the merchant market was lower in interim 2010, at ***, compared to interim 2009, at
k% 36 Tajwan’s share of total apparent U.S. consumption followed a similar trend, increasing from ***

119 U.S.C. § 1677(7)(C)(i).

2 CR/PR at Tables C-3 and C-6. The volume of subject imports from Taiwan followed a similar trend, increasing
from *** in 2008, but then declining to *** in 2009. Subject imports were *** in interim 2010. CR/PR at Table
IV-2b.

3 CR/PR at Tables C-3 and C-6.
4 CR/PR at Table C-6.
5 CR/PR at Table C-6.

8 CR/PR at Table C-6. We have considered SSCA’s argument that the market share data for 2009 and interim
2010 is distorted due to changes in reporting caused by SSCA’s acquisition of Celanese’s PVA operations in July
2009, and specifically the reclassification of PVA that had formerly been captively consumed by Celanese as
merchant market sales by SSCA to Celanese. Petitioner’s Posthearing Brief at 4; Petitioner’s Responses to
Commissioner Questions at 52. Excluding these sales, SSCA calculates that the subject import share of apparent
U.S. consumption in the merchant market was *** in interim 2010. Petitioner’s Responses to Commissioner
Questions at 52, Exhibit 7. While these shipments are now arm’s length transactions and no adjustment to the
Commission’s data is warranted, we note that SSCA’s adjusted market share data do not significantly alter the trend
in subject import market share over the period examined, including the interim period.
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in 2007 to *** in 2008, and then decreasing to *** in 2009; their share of total apparent U.S.
consumption was lower in interim 2010, at ***, compared to interim 2009, at ***’

As aratio to U.S. production, subject imports from Taiwan increased from *** in 2007 to *** in
2008, decreased to *** in 2009, and was *** in interim 2010 compared to *** in interim 2009.*

While the volume of subject imports throughout the period examined, both in absolute terms and
relative to domestic production and consumption, arguably is significant, the modest increase overall in
market share is not. Increases in subject imports in volume and market share from 2007 to 2008 were a
direct result of the significant supply disruptions by U.S. producers.” Subject imports were pulled into the
U.S. merchant market in response to the force majeure events declared by Celanese between May 14,
2007 and January 28, 2008 and DuPont between September 24, 2008 and November 6, 2008, as discussed
in section IV.B.3 of the majority views.'” Thus, while the domestic industry’s loss in market share from
2007 to 2008 would appear to be at the expense of an increase in subject imports, the supply shortfalls
that led to the increase in subject imports does not permit us to attribute those domestic industry declines
in market share to injury from subject imports. We also recognize that the evidence indicates that the
actual supply shortfall from the force majeure events may have been modest, however, the effects of the
perceived inability to timely obtain substantial volumes of forecasted and necessary PVA supplies
highlighted the need for customers to seek and maintain alternative supply sources."

There is further evidence that purchasers throughout the period examined have been unable to
procure PVA in the desired quantities from each of the suppliers due in part to the production process
whereby PVA is produced in a technically determined sequence.'? This effect on the availability of
supply of PVA, particularly of additional volumes, reinforces the need for alternative sources of supply,
including a steady presence of subject imports.

The volume and market share of subject imports, with the exception of the 2007 to 2008 period,
have followed demand trends and have not been at the expense of domestic industry. As demand
plummeted from 2008 to 2009, both the domestic industry and subject import’s shares of the merchant
and total U.S. PVA market declined," but non-subject imports gained market share.'* As demand has

7 CR/PR at Table C-3. When the captive consumption provision applies, the Commission generally also analyzes
data “with respect to the whole market as well.” See, e.g., Polyvinyl Alcohol from Taiwan, Inv. No. 731-TA-1088
(Preliminary), USITC Pub. 3732 at 17 (Oct. 2004).

8 CR/PR at Table IV-6b.

% As discussed in section IV.B. 3 of the majority views, the U.S. PVA market is supplied by domestic producers,
subject imports from Taiwan, and nonsubject imports. There are three domestic producers of PVA — SSCA, DuPont,
and Solutia. SSCA, which acquired Celanese’s PVA operations on July 1, 2009, accounted for *** of domestic
PVA production in 2009. DuPont, which produces only certain fully hydrolized PVA domestically and rounds out
its product line with partially hydrolized and other PVA imported from Taiwan, accounted for *** of domestic PVA
production in 2009; DuPont captively consumed between *** of its PVA production in each full year of the period
examined. DuPont produced *** more PVA in the United States than it imported from Taiwan; its ratio of subject
imports to production ranged from *** during the period examined. Solutia accounted for *** of domestic PVA
production in 2009; Solutia captively consumed all of its PVA production during the period examined. While SSCA
*** and Solutia ***, DuPont ***. CR/PR at Tables III-1 and III-5; CR at I1I-2 — III-3; PR at III-1 - III-2.

1 See e.g., Respondents’ Posthearing Brief at 3.

! See Petitioner’s Posthearing Brief at 8 and n.8; Hearing Tr. at 34 (Sikura) (estimating a supply shortfall of
3 percent in 2007); CR at II-21 and 23. Compare Respondents’ Posthearing Brief at 18 (“CCPC has confirmed with
its U.S. customer ***, These ***.”),

12 Petitioner’s Prehearing Brief at 9-11.

"> The domestic industry’s share of apparent U.S. merchant market consumption declined from *** in 2007 to
**% in 2008 and *** in 2009 but was *** in interim 2010 compared to *** in interim 2009. CR/PR at Table C-6.
(continued...)
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improved in interim 2010, the domestic industry has regained market share at the expense of both subject
and non-subject imports.

Accordingly, while we find that the volume of subject imports both absolutely and relative to
production and consumption in the United States arguably is significant, it has been a steady presence in
the U.S. market and has not been responsible for significant price effects or had a significant impact on
the domestic industry.

B. Price Effects of the Subject Imports

Section 771(7)(C)(ii) of the Act provides that, in evaluating the price effects of subject imports,
the Commission shall consider whether — (I) there has been significant price underselling

by the imported merchandise as compared with the price of domestic 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 record indicates that price is an important consideration in purchasing decisions, although not
necessarily the most important consideration. Moreover, there is a moderate level of substitutability in
demand between subject imports and the domestic like product in similar grades of PVA.'°

The Commission requested U.S. producers and importers of PVA from Taiwan to provide
quarterly sales data for the quantity and net f.0.b. value of five PVA products, all within the scope of the
investigation."” One U.S. producer, ***, and two importers of scope PVA from Taiwan, ***, provided
usable price data for sales of the requested products, although not all firms reported pricing for all
products for all quarters.'® Since only *** reported pricing data for U.S.-produced PVA, price
comparisons are based on only *** of the domestic industry’s U.S. commercial shipment quantity of
U.S.-produced scope PVA during the January 2007-June 2010 period. On the other hand, pricing data for

13 (...continued)
The domestic industry’s share of total apparent U.S. consumption decreased from *** in 2007 to *** in 2008 and
**% in 2009, but was *** in interim 2010 compared to *** in interim 2009. CR/PR at Table C-3.

!4 Non-subject imports’ share of apparent U.S. merchant market consumption decreased from *** in 2007 to ***
in 2008 but then increased to *** in 2009, and their market share in interim 2010 was *** compared to *** in
interim 2009. CR/PR at Table C-6. Non-subject imports’ share of total apparent U.S. consumption declined from
*** in 2007 to *** in 2008 but then increased to *** in 2009, and their market share in interim 2010 was ***
compared to *** in interim 2009. CR/PR at Table C-3.

519 US.C. § 1677(7)(C) ).
1 See CR at 11-45; PR at I1-26; CR/PR at Tables 1I-7, 8a, 8b, and 9-11.

'7CR at V-21; PR at V-7. The five products for which pricing data were requested are as follows: Product I,
scope PVA for use in adhesive applications with a range of hydrolysis between 80-89 percent, a viscosity between
3-6 (centipois), standard granular particle size, and non-tackified; Product 2, scope PVA for use in adhesive
applications with a range of hydrolysis between 80-89 percent, a viscosity between 20-39 (centipois), standard
granular particle size, and non-tackified; Product 3, scope PVA for use in adhesive applications with a range of
hydrolysis between 80-89 percent, a viscosity between 40-70 (centipois), standard granular particle size, and non-
tackified; Product 4, scope PVA for use in paper applications with a range of hydrolysis between 98-99 percent, a
viscosity between 3-12 (centipois), standard granular particle size, and non-tackified; and Product 5, scope PVA for
use in textile applications with a range of hydrolysis between 87-97 percent, a viscosity between 12-39 (centipois),
standard granular particle size, and non-tackified. CR at V-22; PR at V-8.

8 CR at V-22; PR at V-8.
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subject imports was reported by *** and accounted for almost *** of the total reported U.S. commercial
shipment quantity of scope PVA imported from Taiwan during the period examined."

We recognize that this pricing data show that subject imports undersold the domestic like product
in the majority of possible price comparisons during the period examined. Between January 2007 and
June 2010, subject imports undersold the domestic like product in 58 of 70 quarterly price comparisons,
or 82.9 percent of the time, at margins ranging from *** percent.”’ Nonetheless, this pattern of
underselling did not result in substantial increases in the volume of subject imports nor, as discussed
below, do we find that it had an adverse impact on the domestic industry. In fact, when the underselling
was more frequent with higher margins in 2008 and 2009, the volume and market share of subject imports
declined, and in interim 2010, increases in subject imports did not keep pace with the improvements in
apparent U.S. consumption.”!

In addition to the low coverage of U.S. product in the pricing series, there is mixed evidence in
the record regarding a number of factors that affect the comparability of the pricing data,* which have a
bearing on the weight that we accord this data in our analysis. First, the evidence demonstrates SSCA
and DuPont provide technical and other services to their PVA customers, whereas importer *** does
not.” The comparability question involves the extent to whether the cost of technical and other services
offered by some suppliers is included in the PVA pricing data but not others. *** stated in its importer
questionnaire response that:

Kok k924
On the other hand, a witness for SSCA at the hearing testified that different customers require different
levels of service.”” The reported pricing data, however, demonstrate that for *** of the 68 possible

' CR at V-22-23; PR at V-8-9.

* CR/PR at Table V-10. Subject imports oversold the domestic like product in 11 of 70 quarterly comparisons,
or 15.7 percent of the time, at margins ranging from *** percent. Id. Subject imports were priced the same as the
domestic like product in one quarterly comparison. Id.

2l Compare CR/PR at Figures V-2a - V-2e¢ and Tables V-4 - V-8 to Tables C-3 and C-6.

> See Respondents’ Prehearing Brief at 28-30; Respondents’ Posthearing Brief at 5 n.9; Petitioner’s Responses to
Commissioner Questions at 6-7.

% According to DuPont, SSCA and DuPont are full service suppliers, whereas Perry Chemical maintains only an
office in New York that provides none of the R&D, technical support, or other value-added services such as special
packaging that are available from SSCA and DuPont. Perry Chemical provides no services and thus should be
expected to have lower prices than SSCA and DuPont. CR at V-24, n.39; PR at V-9, n. 39; Respondents’
Posthearing Brief at 5, n.9 and 13; Respondents’ Prehearing Brief at 30-31.

2 CR at V-24; PR at V-9. A witness for DuPont at the hearing stated that:

you look at the supply dynamics, and you make decisions on that factor and other factors, and of course,
you make logical ones in terms of the potential need for service because there are some customers that
require absolutely no service, and then there are some customers that are at the other extreme where they
want you to help develop next generational products. It is a combination of all those factors right now that
determines how you do that, so I would say I personally do not price the service incremental to the rest of
the package, but at the same time, we are, as a company, selective, to whom we offer that service based on
our perspective of their potential and their actual potential.

Hearing Tr. at 208-09 (Becker).
2 A witness for SSCA at the hearing stated that:

different customers require different levels of service. And in some cases, those services are provided, and

in other cases, they’re unwilling to pay for them, and they’re not provided. So I completely agree, there is
(continued...)
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quarterly price comparisons, *** subject imported PVA undersold *** subject imported PVA, with
subject imports priced the same in *** of the 68 possible price comparisons.”® These empirical pricing
comparisons appear to support DuPont’s view that many customers are willing to pay more for service.
Further analysis of the pricing data shows mixed underselling in comparisons between *** U.S.-produced
PVA and *** subject imported PVA (underselling by *** imported product in *** of 70 possible
quarterly price comparisons) and consistent underselling in comparisons between *** PVA and ***
subject imported PVA (underselling by *** imported product in *** of 68 possible quarterly price
comparisons.”” Moreover, despite the price differentials for what is essentially identical imported
material, the relative sales volumes of DuPont and Perry Chemical fluctuated but with no clear trend.

Second, there also is evidence that negotiations with specific customers, in particular those
involving long-term contracts as well as those with substantial purchasing power, may play a role in the
pricing data and provide some insulation for domestic producers from subject import price competition.”®
A significant share of U.S.-produced PVA is sold pursuant to long-term contracts, including *** of U.S.
shipments in 2009.” Many of these contracts, on the other hand, permit *** PVA prices during the
contract period, or *** ** The evidence is almost evenly split as to whether competing prices are
mentioned during contract negotiations.”!

Finally, the pricing data may also be affected by the fact that prices for the same grade of PVA
can vary based on consuming industry.**

Thus, while the direct price comparison evidence shows price underselling by subject imports
during the period examined,* we recognize the limitations in this price comparison data and afford less
weight to it in our analysis. In particular, we find that the reported price underselling by subject imports
did not lead to significant price depression or suppression or to substantial increases in subject imports or
to a significant gain in market share by subject imports at the expense of the domestic industry, and we do
not find that subject imports had a significant adverse impact on the domestic industry’s condition.

In considering movements in prices during the period examined, the evidence shows that prices
for U.S. produced and subject import PVA were higher at the end of the period of investigation than at the
beginning. Specifically, prices generally increased from 2007 to 2008 and, although declined during the

5 (...continued)
no difference between Chang Chun material sold through DuPont or sold through Perry Chemical, as far as
we can see.

Hearing Tr. at 91 (Neuheardt).
%6 CR/PR at Tables E-1- E-5.
27 CR/PR at E-3 and E-9, and at Tables E-1 - E-5.
2 CR/PR at V-1, n.4 and V-2, n.7.
¥ CR at V-7; PR at V-4.

' CR at V-7; PR at V-4, ***_]d, *** See CR/PR at Table V-2. According to SSCA, ***_ Petitioner’s
Posthearing Brief, Responses to Commissioner Questions at 53.

3! Ten of 21 responding purchasers reported mentioning competing prices during their contract negotiations,
while 11 reported not mentioning competing prices. CR at V-8; PR at V-5.

32 CR/PR at V-1; Hearing Tr. at 114-17 and 157-59.

3 We also considered that evidence regarding confirmed lost sales and revenue allegations in our analysis. CR at
V-42; PR at V-14. Of the seven SSCA allegations to which purchasers responded, purchasers agreed with *** lost
sales allegations totaling *** and valued at $*** and *** lost revenue allegations totaling $*** and involving *** of
PVA. CR/PR at Tables V-11-12.
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economic downturn in 2009, were still higher in interim 2010 than in 2007.** Given these trends in the
domestic industry’s prices, we do not find that subject imports from Taiwan depressed prices of the
domestic like product in the U.S. market to a significant degree.

Regarding possible suppression of prices, prices are influenced in large part by demand and
fluctuations in raw material costs.”® Notwithstanding the decline in apparent U.S. consumption from 2007
to 2009, fluctuating costs, and consistent underselling by subject imports, the domestic industry’s cost of
goods sold (COGS) to net sales ratio in the merchant market fluctuated within a narrow band between
2007 and 2009, increasing from *** in 2007 to *** in 2008, but declining to *** in 2009; it was *** in
interim 2009 and *** in interim 2010.® We recognize that U.S. producers reported that they were unable
to fully implement announced price increases with all customers in interim 2010.”” While the COGS to
sales ratio in interim 2010 was higher than in the full years, it was lower than interim 2009, and was due
in large part to the ***, as discussed below. Accordingly, we do not find that this demonstrates a cost-
price squeeze caused by subject imports. Thus, we do not find that subject imports prevented price
increases that otherwise would have occurred to any significant degree.

For all of these reasons, despite underselling of the domestic like product by subject imports
during the period examined, we do not find that subject imports have depressed or suppressed domestic
prices to a significant degree, and do not find that subject imports have adversely affected domestic prices
during the period examined.

3 CR/PR at Table V-9.

3 CR at V-1 -V-4; PR at V-1 - V-3. As discussed in section IV.B. 3 of the majority views, raw material costs
represented the largest component of the domestic industry’s costs and as a share of net sales ranged from *** for
total U.S. PVA and *** for merchant market shipments of PVA over the period examined. CR/PR at Tables VI-2
and VI-8. The principal raw material inputs used to produce PVA are ethylene, acetic acid, and methanol, or VAM
and methanol. Natural gas, or its derivative ethane, is the primary feedstock used to manufacture VAM, the
principal raw material used to produce PVA. Thus, natural gas prices reportedly have been a substantial factor in
U.S. PVA production costs. During the period examined, quarterly natural gas prices fluctuated, beginning in
January-March 2007, at $8.01 per thousand cubic feet, and ending in July-September 2010, at $5.06 per thousand
cubic feet. CR at V-2 and V-3; PR at V-1 and V-2.

3¢ We recognize that when subject imports increased in volume and market share from 2007 to 2008, the domestic

industry’s financial performance as reflected in its operating income margin for the merchant market declined and
appeared to experience a cost-price squeeze; specifically, while unit values for commercial sales increased from ***,
these increases did not keep pace with increases in costs (e.g., unit COGS increased from ***) for an increase in
COGS/sales from *** in 2008. CR/PR at Table VI-8. However, from 2008 to 2009, when the volume and market
share of subject imports declined, unit values for commercial sales also declined to ***. CR/PR at Table VI-8.
Thus, the domestic industry did not experience a cost-price squeeze from 2008 to 2009 when subject imports
declined, yet the performance of the domestic merchant market industry declined to *** operating income margin in
2009; this decrease appears to be due in part to an increase in SG&A (e.g., unit SG&A increased from ***). CR/PR
at Table VI-8. Similarly, between interim periods, the domestic merchant market industry did not experience a cost-
price squeeze. CR/PR at Table VI-8.

37 CR/PR at Table V-3. Specifically, ***. Id. ***. Id. at Table V-3.
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C. Impact of the Subject Imports?®

Section 771(7)(C)(iii) of the Act provides that the Commission, in examining the impact of the
subject imports on the domestic industry, “shall evaluate all relevant economic factors which have a
bearing on the state of the industry.”® These factors include output, sales, inventories, capacity
utilization, market share, employment, wages, productivity, profits, cash flow, return on investment,
ability to raise capital, research and development, and factors affecting domestic prices. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”*

We do not find that the subject imports have had an adverse impact on the domestic industry
either in the U.S. merchant market or the total U.S. PVA market during the period examined. We
recognize that there have been declines in many of the domestic industry’s performance indicators,
particularly in the merchant market. However, with the exception of the 2007 to 2008 period when
increases in subject imports were driven by the supply shortfalls anticipated by the domestic producers’
declarations of force majeure, we find no significant correlation between subject imports and any declines
in the domestic industry’s profitability. The declines in the domestic industry’s performance factors from
2008 to 2009 occurred at a time when the volume and market share of subject imports from Taiwan was
declining and as apparent U.S. consumption plummeted. In interim 2010 (as compared to interim 2009),
when apparent U.S. consumption improved substantially, subject imports’ market share declined
(although the volume of subject imports increased), and domestic producers gained market share,
substantially improved their capacity utilization from period lows in interim 2009, experienced declining
inventories as a share of shipments, and experienced improved operating performance for both merchant
market sales and total PVA market sales. The domestic industry’s merchant market *** in 2009 and
interim periods cannot be attributed to subject imports but rather reflect the effects of the economic
downturn and the ***.

The domestic industry’s production, capacity utilization, and its U.S. shipments for the merchant
market declined each year from 2007 to 2009.*' Consistent with improvements in apparent U.S.
consumption in interim 2010, the domestic industry’s production and U.S. shipments were higher in
interim 2010 compared to interim 2009.* In contrast, most employment indicators for the PVA industry

3 In its final determination of sales at LTFV, Commerce found a weighted-average dumping margin of 3.08
percent for all exporters and producers of PVA from Taiwan. CR at I-8; PR at I-6. Pursuant to 19 U.S.C. §
1677(35)(C)(ii), we consider the dumping margins most recently published by Commerce prior to the closing of the
record in this investigation.

¥ 19 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.”)

19 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos. 701-
TA-386, 731-TA-812-813 (Prelim.), USITC Pub. 3155 at 25 n.148 (Feb. 1999).

*! Domestic industry production declined from *** in 2007 to *** in 2008 and to *** in 2009. CR/PR at Table
II-2b. Production capacity utilization declined from *** in 2007 to *** in 2008 and to *** in 2009. CR/PR at
Table III-2b. Domestic industry production capacity was flat, increasing *** from *** in 2007 to *** in 2008 and
2009. CR/PR at Table I1I-2b. U.S. merchant market shipments declined from *** in 2007 to *** in 2008, and to
*** in 2009. CR/PR at Table C-6. Domestic industry’s inventories as a share of its merchant market shipments
were *** in 2009. CR/PR at Table C-6.

2 Domestic industry production was *** in interim 2010 compared to *** in interim 2009. CR/PR at Tables III-
2b and C-3. Capacity utilization was *** in interim 2010, compared to *** in interim 2009. CR/PR at Table III-2b.
Domestic industry U.S. merchant market shipments were *** in interim 2010 compared to *** in interim 2009.

(continued...)
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— including number of workers, hours worked, and wages paid — were at a similar level or slightly higher
in 2009 as compared to 2007,* and between interim periods.*

The domestic industry’s share of apparent U.S. consumption in the U.S. merchant market
declined from *** in 2007 to *** in 2008 and *** in 2009.* The domestic industry’s share of the U.S.
merchant market was higher, at ***  in interim 2010 as compared to interim 2009, at *** * As discussed
above, the domestic industry’s loss of PV A market share from 2007 to 2008 occurred in large part when
its customers were faced with the force majeure declarations and forced to seek alternative sources for
PVA supplies, including subject imports.” However, from 2008 to 2009, as apparent U.S. consumption
plummeted and the domestic industry’s merchant market share continued to decline to ***, subject
imports’ market share also declined to *** whereas nonsubject imports increased to **** When demand
improved in 2010, the domestic industry gained market share in the merchant market at the expense of
both subject and nonsubject imports.*’

As apparent U.S. consumption declined from 2007 to 2009, many of the indicators of the
domestic industry’s financial performance in the merchant market declined. The domestic industry’s net
commercial sales quantity declined steadily, and the dollar value of its commercial sales increased from

2 (...continued)
CR/PR at Table C-6. Domestic industry’s inventories as a share of its merchant market shipments were *** in
interim 2009. CR/PR at Table C-6.

* The number of production related workers (“PRWs”) increased from *** in 2007 to *** PRWs in 2008 before
declining back to *** PRWs in 2009. Hours worked increased *** between 2007 and 2009, from *** hours to ***
hours. Wages paid increased *** between 2007 and 2009, from $*** to $***. CR/PR at Table I1I-7b. Domestic
industry productivity in pounds per hour, however, declined *** from *** in 2007 to *** in 2008 and *** in 2009.
CR/PR at Table I1I-7b.

* Domestic industry employment was *** PRWs in interim 2010, as compared to *** PRWs in interim 2009.
Hours worked were *** hours in interim 2010, as compared to *** hours in interim 2009. Wages paid were $*** in
interim 2010, and $*** in interim 2009. CR/PR at Table III-7b. Domestic industry productivity was higher, at ***
pounds per hour in interim 2010 compared to *** pounds per hour in interim 2009. CR/PR at Table I1I-7b.

4 CR/PR at Table C-6. The domestic industry’s U.S. shipments and market share in the total U.S. PVA market
followed a similar downward trend. With respect to the total PVA market, the domestic industry’s U.S. shipments
declined from *** in 2007 to *** in 2008, and to *** in 2009. CR/PR at Tables III-3b and C-3. Domestic industry
total U.S. PVA shipments were *** in interim 2010 compared to *** in interim 2009. CR/PR at Tables I1I-3b and
C-3. The domestic industry’s share of total apparent U.S. consumption of PVA declined from *** in 2007 to *** in
2008 and *** in 2009. CR/PR at Tables III-3b and C-3.

“ CR/PR at Table C-6. The domestic industry’s share of the total U.S. PVA market was *** in interim 2010
compared to *** in interim 2009. CR/PR at Table C-3.

47 Specifically, the domestic industry’s share of the merchant PVA market declined from *** in 2007 to ***in
2008, whereas from 2007 to 2008 subject imports’ market share increased from *** to *** and nonsubject imports’
market share declined from ***. CR/PR at Table C-6.

* U.S. shipments of nonsubject imports as a share of apparent U.S. consumption in the merchant market declined
from *** in 2007 to *** in 2008, but increased to *** in 2009. CR/PR at Table C-6. U.S. shipments of nonsubject
imports as a share of apparent U.S. consumption in the merchant market were *** in interim 2010 compared to ***
in interim 2009. Id. U.S. shipments of nonsubject imports as a share of apparent U.S. consumption in the total U.S.
PVA market declined from *** in 2007 to *** in 2008, but increased to *** in 2009. CR/PR at Table C-6. U.S.
shipments of nonsubject imports as a share of apparent U.S. consumption in the total U.S. PVA market were *** in
interim 2010, compared to *** in interim 2009. CR/PR at Table C-3.

* Specifically, the domestic industry’s share of the merchant market was higher at *** in interim 2010, compared
to *** in interim 2009, whereas subject imports were higher in volume but lower in market share (***) in interim
2009 and nonsubject imports also were higher in volume but not in market share (*** in interim 2009). CR/PR at
Table C-6.
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2007 to 2008 and then declined from 2008 to 2009.° The domestic industry’s merchant market operating
income declined from $*** in 2007, equivalent to *** of net sales, to $*** in 2008, equivalent to *** of
net sales, to *** of $*** in 2009, equivalent to *** of net sales.”’ The domestic industry’s return on
investment declined from *** in 2007 to *** in 2008 and *** in 2009.>> With respect to the total U.S.
PV A market, the domestic industry’s operating income increased from 2007 to 2009 in dollars and as a
ratio to net sales, and its return on investment was slightly lower in 2009 than in 2007.%* The domestic
industry’s capital expenditures and research and development expenditures also declined irregularly
between 2007 and 2009.>*

When demand improved in 2010, the domestic industry experienced higher performance levels in
most financial indicators. Net U.S. sales were *** in interim 2010, as compared to *** in interim
2009.” In interim 2010, the domestic industry *** of $*** in its merchant market operations, equivalent
to *** of net sales, as compared to *** of $*** in interim 2009, equivalent to *** of net sales.” >’

We acknowledge that the domestic industry’s merchant market operating income margin declined
from 2007 to 2009, but experienced some improvement as demand improved between interim periods.
While subject imports from Taiwan may have contributed to these losses from 2007 to 2008, we do not
find that subject imports, as opposed to other factors, contributed materially to this or other declines in
domestic industry’s performance factors over the period of investigation.

In considering whether there are other factors that adversely impacted the domestic industry, we
find that the economic downturn contributed to the domestic industry’s declining performance,
particularly in 2009. Apparent U.S. consumption declined by *** in both the merchant market and the
total U.S. PVA market between 2007 and 2009.°® While subject imports were pulled into the U.S. market
from 2007 to 2008, as the economic downturn evolved from 2008 to 2009, subject imports’ share of the
merchant market declined. We find that the economic downturn in 2009 contributed to the domestic
industry’s deteriorating condition in the merchant market.”

> The domestic industry’s sales quantity declined from *** in 2007 to *** in 2008 and to *** in 2009. The value
of the domestic industry’s net commercial sales increased from $*** in 2007 to $*** in 2008, and then declined to
$*** in 2009. CR/PR at Table VI-8.

SL CR/PR at Table VI-8.
2 CR/PR at Table VI-11.

>3 Operating income for the total U.S. PVA market increased from $*** in 2007, equivalent to *** of net sales, to
$*** in 2008, equivalent to *** of net sales, before declining *** to $*** in 2009, equivalent to *** of net sales.
CR/PR at Table VI-2. The domestic industry’s return on investment increased from *** in 2007 to *** in 2008 but
declined to *** in 2009. CR/PR at Table VI-11.

> The domestic industry’s capital expenditures increased from $*** in 2007 to $*** in 2008, but then declined to
$*** in 2009. The domestic industry’s expenditures on research and developments increased from $*** in 2007 to
$*** in 2008 before declining to $*** in 2009. CR/PR at Table VI-12.

> CR/PR at Table VI-8. Total U.S. PVA market shipment quantities and net sales values were also higher in
interim 2010 compared to interim 2009. CR/PR at Tables III-3b and VI-8.

6 CR/PR at Table VI-8. The domestic industry’s capital expenditures were $*** in interim 2010, compared to
$*** in interim 2009. The domestic industry’s expenditures on research and development were $*** in interim
2010, compared to $*** in interim 2009. CR/PR at Table VI-12.

*7 With respect to the total U.S. PVA market, the domestic industry’s operating income was $*** in interim 2010,
equivalent to *** of net sales, as compared to $*** in interim 2009, equivalent to *** of net sales. CR/PR at Table
VI-2.

8 CR/PR at Tables IV-5b and C-6.

> Another supply consideration is that the domestic industry exported a large quantity of PVA during the period
examined. Specifically, the domestic industry’s exports of PVA as a share of its total shipments ranged from ***
(continued...)
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In addition to our findings concerning subject import volume and the absence of significant price
effects by subject imports from Taiwan, discussed above, we cannot ignore the ***.°° ¢! The domestic
industry’s ***. A close comparison of the cost structures of SSCA (***) and DuPont (***) shows ***,
Specifically, DuPont and SSCA had ***.°* The *** in cost structure is primarily due to dramatic
differences in ***. In 2007 and 2008, *** in interim 2009 and interim 2010.%

SSCA’s *** and DuPont’s *** are largely attributable to the ***. The *** are entirely unrelated
to imports of subject PVA from Taiwan.* ©

In sum, while subject imports increased in volume and market share from 2007 to 2008, this
increase was in response to the domestic industry’s force majeure events. Supply issues, in addition to
the force majeure events, suggest that customers have a need for alternative sources of supply, including
continued sourcing by subject imports from Taiwan. Subject import trends, with the exception of the
2007-2008 response to the force majeure events, have followed demand and not been at the expense of
the domestic industry. We recognize that the direct price comparison data shows consistent underselling.
However, we find these direct comparisons have limitations and have afforded them less weight in our
analysis. Moreover, we find that the reported underselling by subject imports did not lead to significant
price depression or suppression or to substantial increases in subject imports or to significant gains in
market share by subject imports at the expense of the domestic industry. We do not find that subject
imports have had a significant adverse impact on the domestic industry’s condition. The decline in
overall domestic industry’s merchant market performance from 2008 to 2009, and continued weak
performance between interim periods is primarily due to the economic downturn and the ***.

For all of the reasons discussed above, including our findings concerning subject import volume
from Taiwan and the lack of significant price effects we are unable to conclude that subject imports are
having an adverse impact on the domestic industry. Accordingly, we find that there is no material injury
by reason of subject imports of PVA from Taiwan.

% (...continued)
during the period examined. CR/PR at Table III-3b. According to SSCA, it pursues export opportunities as a means
of boosting its rate of capacity utilization and reducing its fixed costs. Hearing Tr. at 24 (Neuheardt).

% CR/PR at Table VI-9.

6! See Altx, Inc. v. United States, Slip Op. 02-65 at 17 (Ct. Intl Trade, July 12, 2002), aff°’d 370 F.3d 1108, 1120-
21 (Fed. Cir. 2004) (“Evaluating the domestic industry ‘as a whole,” however, is not a license to ignore information
that would give context and meaning to the data it is analyzing in assessing the domestic industry’s performance.
Indeed, the statutory directive to analyze the industry ‘as a whole’ compels an evaluation of all material factors
raised by the parties that would render a more accurate reading of the health of the industry.”).

62 CR/PR at Table VI-9. *** CR/PR at Table VI-9.

83 SSCA’s raw material costs (net of byproduct) as a share of net sales ratio was *** in interim 2010; DuPont’s
raw material costs (net of byproduct) as a share of net sales ratio was *** in interim 2010. CR/PR at Table VI-5.

6 See Wooden Bedroom Furniture from China, Inv. No. 731-TA-1058 (Final), USITC Pub. 3743 (December
2004) at 29 (“the level of support by the industry is not dispositive), and n. 234 (citing Allegheny Ludlum Corp. v.
United States 287 F.3d 1365, 1375-76 (Fed Cir. 2002)).

55 Commission Pearson finds this to be an unusual case with certain unique aspects deserving of additional
comment. He is not aware of another case during his tenure with only two domestic firms in which the ***
petitioning firm was ***_ While the affirmative determination in this case is based, in part, on *** experienced by
the domestic industry as a whole, those *** of an antidumping duty order. Here, the *** outcome is that the ***,
stands to strengthen its competitive position at the expense of the other, ***, domestic producer. In other words, ***
in the domestic merchant marketplace.
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1. NO THREAT OF MATERIAL INJURY BY REASON OF SUBJECT IMPORTS FROM
TAIWAN

Section 771(7)(F) of the Tariff Act directs the Commission to determine whether the U.S.
industry is threatened with material injury by reason of the subject imports by analyzing whether “further
dumped or subsidized imports are imminent and whether material injury by reason of imports would
occur unless an order is issued or a suspension agreement is accepted.”®® The Commission may not make
such a determination “on the basis of mere conjecture or supposition,” and considers the threat factors “as
a whole” in making its determination whether dumped or subsidized imports are imminent and whether
material injury by reason of subject imports would occur unless an order is issued.”” In making our
determination, we consider all statutory threat factors that are relevant to these investigations.®®

%19 U.S.C. § 1677(7)(F)(ii).
719 U.S.C. § 1677(7)(F)(ii).
% These factors are as follows:

(I) if a countervailable subsidy is involved, such information as may be presented to it by the administering
authority as to the nature of the subsidy (particularly as to whether the countervailable subsidy is a subsidy
described in Article 3 or 6.1 of the Subsidies Agreement) and whether imports of the subject merchandise
are likely to increase,

(I) any existing unused production capacity or imminent, substantial increase in production capacity in the
exporting country indicating the likelihood of substantially increased imports of the subject merchandise
into the United States, taking into account the availability of other export markets to absorb any additional
exports,

(IIT) a significant rate of increase of the volume or market penetration of imports of the subject merchandise
indicating the likelihood of substantially increased imports,

(IV) whether imports of the subject merchandise are entering at prices that are likely to have a significant
depressing or suppressing effect on domestic prices and are likely to increase demand for further imports,

(V) inventories of the subject merchandise,

(VI) the potential for product-shifting if production facilities in the foreign country, which can be used to
produce the subject merchandise, are currently being used to produce other products.

ok sk

(IX) any other demonstrable adverse trends that indicate the probability that there is likely to be material
injury by reason of imports (or sale for importation) of the subject merchandise (whether or not it is actually
being imported at the time).

19 U.S.C. § 1677(7)(F)(i). To organize our analysis, we discuss the applicable statutory threat factors using the
same volume/price/impact framework that applies to our material injury analysis. Statutory threat factors (I), (1),
(IID), (V), and (VI) are discussed in the analysis of subject import volume. Statutory threat factor (IV) is discussed in
the price effects analysis, and statutory threat factor (IX) is discussed in the impact analysis. Statutory threat factor
(VII) is inapplicable, as no imports of agricultural products are involved in these investigations. No argument was
made that the domestic industry is currently engaging or will imminently engage in any efforts to develop a
derivative or more advanced version of the domestic like product, which would implicate statutory threat factor
(VIID).
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A. Likely Volume of Subject Imports

We find that the volume of subject imports from Taiwan is not likely to increase significantly in
the imminent future. At the outset, we acknowledge that the sole producer of subject merchandise in
Taiwan, CCPC, increased production capacity during the period, has unused capacity, and exports the
majority of its shipments.” Nevertheless, despite the subject producer’s excess capacity and export
orientation through the period examined, subject imports maintained an essentially steady presence in the
U.S. merchant market. After an initial increase in market share from 2007 to 2008, as a result of supply
disruptions in the domestic industry (as discussed above), the subject imports’ market share has followed
demand and trended steadily downward.”’ Although the subject producer is export oriented, its share of
shipments sent to the U.S. market actually was less than what it sold in its home market in *** full years
of the period, ***. CCPC’s exports as a share of its total shipments to the U.S. market fluctuated between
years, increasing from *** in 2007 to *** in 2008, before declining to *** in 2009; exports to the U.S.
market as a share of CCPC’s total shipments in interim 2010 was ***_ compared to *** in interim 2009,
and is projected to be *** in 2010 and *** in 2011.”" Subject import volumes, with the exception of
2007-2008, have followed demand trends in the U.S. market; when apparent U.S. consumption fell by
**% between 2008 and 2009, commercial shipments of subject imports fell by *** 7* Despite having
excess capacity in 2009, CCPC’s export shipments to the U.S. market, as a share of its total shipments,
during the worst year of the economic downturn were *** percentage points less than they had been in
2008. This appears to be consistent with CCPC’s stated policy of maintaining “a steady market share in
the United States, in line with the forecasted demand.”” CCPC asserts that the company’s global strategy
for 2010 included the assumption that it ***, as is reflected in the translated minutes of company
meetings held in December 2009 and July 2010.” CCPC states that this strategy stems from its desire to
service the faster growing markets of Asia and Europe.”

% CCPC’s capacity increased in 2009 by *** pounds. CR/PR at VII-1 - VII-2 and Table VII-1; see also Hearing.
Tr. at 207 (Mr. Chen). This was the first increase in capacity implemented by CCPC since 2000. Hearing Tr. at 149
(Mr. Chen). Capacity utilization declined from *** in 2007 to *** in 2009, but was *** in interim 2010, as
compared to *** in interim 2009. CCPC projects that capacity utilization in 2011 will be ***, CR/PR at Table VII-
1. Exports as a share of subject producer’s total shipments increased steadily from *** in 2007 to *** in 2009, and
were *** in interim 2010 as compared to *** in interim 2009. CCPC projects that exports will be *** of total
shipments in 2011. CR/PR at Table VII-1.

™ As explained above, we rely primarily on merchant market data for our analysis since the captive production
provision applies but also analyze data “with respect to the whole market as well.” Polyvinyl Alcohol from Taiwan,
Inv. No. 731-TA-1088 (Preliminary), USITC Pub. 3732 at 17 (Oct. 2004). After subject imports initially increased
their market share of apparent U.S. consumption in the merchant market from *** in 2007 to *** in 2008, their share
declined to *** in 2009. The subject import market share in interim 2010 was ***, as compared to *** in interim
2009. See CR/PR at Table C-6. For the total U.S. PVA market, after subject imports initially increased their market
share from *** in 2007 to *** in 2008, their market share declined to *** in 2009. Subject import market share in
interim 2010 was ***, as compared to *** in interim 2009. CR/PR at Table C-3.

" CR/PR at Table VII-1. Over the entire period January 2007 to June 2010, the Taiwanese home market was
more important to CCPC than was the U.S. market. CR at II-25 to II-26 and n.39; PR at II-15 and n.39.

> CR/PR at Table C-6.

7 Hearing Tr. at 149 (Mr. Chen); see also Hearing Tr. at 226 (Mr. Sim).

™ See Respondents’ Posthearing Brief at 21-23.

> Hearing Tr. at 149-50 and 184-85 (Mr. Chen); Respondents’ Posthearing Brief at 22 (indicating that while
CCPC intends to maintain shipments to the United States “unchanged” in 2010, they will increase shipments to Asia
by at least *** percent and shipments to Europe by at least *** percent), and 19 (indicating that with respect to
projected demand for PVA in Europe, “CCPC *** the levels reported in the CEH Report. Further CCPC projects
(continued...)
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Nor do we find the fact that CCPC has recently completed *** of new capacity inside China (in
Changshu, Jiangsu Province) to portend increased volumes of subject imports from CCPC to the U.S.
merchant market.”® As explained by CCPC’s representative at the hearing, CCPC’s new capacity in
China may, in fact, be replacing old, obsolete capacity rather than supplementing it, and further, that
demand growth for PVA in China remains strong.”” Although the projection for annual growth in PVA
demand in China over the period 2009-2014 from the Chemical Economics Handbook shows growth in
China (at ***) being below the global average (at ***), the fact that the PVA market in China is the
world’s largest means that the absolute increase in Chinese PVA consumption over this period, expected
to be ***_ still amounts to more than 2009 U.S. merchant market consumption of all PVA.”™ The large
home market for PVA in China is illustrated by the fact that, despite being the world’s largest producer of
PVA, China only exports *** of its production,” and only accounts for *** of world exports.*’

We have also examined other applicable statutory factors pertaining to likely subject import
volume. Inventories of subject merchandise held by both the producer of subject merchandise in Taiwan
and by U.S. importers of subject merchandise have declined steadily since the end of 2008.*' We also
acknowledge that investigating authorities in the European Union (2006-07) have conducted
investigations of imports of PVA from Taiwan, but in the end found no dumping.** *

There is no indication on the record that CCPC’s export behavior will change significantly in the
imminent future in a manner that would lead to substantial increases in subject imports in the U.S. market.
Thus, we do not find that the rate of increases in the volume and market share of subject imports during
the period examined nor the excess production capacity in Taiwan indicate a likelihood of substantially
increased subject imports from Taiwan in the imminent future.

B. Likely Price Effects

We found above that subject imports do not currently have significant price effects,
notwithstanding that the reported price comparison data show that subject imports undersold the domestic
like product throughout the period examined. Underselling did not lead to significantly increased imports
during the period examined. Nor does the record indicate that any continued underselling would increase
demand for subject imports from Taiwan. There was no price depression on this record as prices for all

75 (...continued)
that the growth in demand in China will be ***”), and Exhibit 7.

76 See Respondents’ Posthearing Brief at 21.

" Hearing Tr. at 151-52, 181, 185, & 203-06 (Mr. Chen).

8 CR/PR at Tables VII-3 & C-6. Respondents also provide their own estimate of PVA demand growth in the
Chinese market. Respondents’ Posthearing Brief at 19 & Exhibit 7 (predicting *** percent demand growth in
China).

" CR/PR at Table VII-3.

8 CR/PR at Table VII-4 (using Global Trade Atlas data).

8 Inventories held by CCPC in Taiwan, as a share of production, initially increased from *** percent at the end
of 2007 to *** percent at the end of 2008, but then declined to *** percent at the end of 2009. In interim 2010,
CCPC’s inventories as a share of production were *** percent, compared to *** in interim 2009. CR/PR at Tables
VII-1. Inventories of subject merchandise held by importers, as a share of U.S. shipments of imports, also initially
increased from *** percent at the end of 2007 to *** percent at the end of 2008, but then declined to *** percent at
the end of 2009, and were *** in interim 2010, compared to *** in interim 2009. CR/PR at Table VII-2.

82 See CR at VII-5 to VII-6.

8 Respondents argued that the foreign producer of subject merchandise is not able to shift production from other
products to subject PVA. See Respondents’ Posthearing Brief at 14. Petitioner made no argument on this point.
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five U.S. producers’ pricing products, although down somewhat from peaks in the second half of 2008,
were higher in 2010 than they were at any point in 2007.% Likewise, as explained above, we do not find
price suppression as the domestic industry’s COGS as a share of net sales ratio for the merchant market
fluctuated in a narrow range over the full year periods, and was lower in interim 2010 than in interim
2009;* the COGS as a share of net sales ratio for the total U.S. PVA market declined steadily over the
full years, and the ratio was lower in interim 2010 than it was in interim 2009.% ¥’

In light of our prior finding that subject import volume is not likely to increase significantly, and
the fact that subject import pricing did not stimulate demand for additional subject import volumes during
the period examined, we do not find that subject imports will enter the U.S. market at prices that are likely
to have significant depressing or suppressing effect on domestic prices in the imminent future.

C. Likely Impact

Based on our examination of the domestic industry’s performance indicators during the period
examined, we do not find the domestic industry to be vulnerable. Moreover, we do not find that declines
in the domestic industry’s performance during the period examined were due to subject imports to any
significant degree, as also discussed above. The record indicates likely improvement in demand for PVA.
The Chemical Economics Handbook projects that, over the period 2009-2014, PVA demand in the U.S.
market (***) will exceed average world demand growth (***).* With improvements in demand, both the
domestic industry’s capacity utilization and operating income margins showed improvement in interim
2010.¥ PVA production is a capital-intensive industry and with higher capacity utilization, industry
performance is likely to improve.” As discussed above, although the domestic industry’s performance in
the merchant market improved in interim 2010, its performance was influenced largely by *** and not the
continued presence of subject imports.

8 CR/PR at Tables V-4 to V-8.

% The domestic industry’s COGS as a share of net sales ratio for the merchant market initially increased from ***
in 2007 to *** in 2008 before decreasing to *** in 2009; the ratio was *** in interim 2010, as compared to *** in
interim 2009. CR/PR at Tables VI-8 and C-6.

% The domestic industry’s COGS as a share of net sales ratio for the total U.S. PVA market steadily decreased
from *** in 2007 to *** in 2009; the ratio was *** in interim 2010, as compared to *** in interim 2009. CR/PR at
Tables VI-2 and C-3.

87 In order to obtain a more favorable trend in the COGS as a share of net sales ratio, the petitioner would have
the Commission compare the second half of 2009 with the first half of 2010. Not only is such a comparison not the
standard practice of the Commission, see Polyvinyl Alcohol from Germany and Japan, Inv. Nos. 731-TA-1015-1016
(Final), USITC Pub. 3604 (June 2003), at 24, but petitioner justifies their suggested methodology by asking the
Commission to ignore the same *** that largely drives the petitioner’s impact analysis. Petitioner’s Posthearing
Briefat 11-12 & n.13. However, ignoring *** financial data, supports our conclusion that the domestic industry has
not been injured by reason of subject imports. *** and the domestic merchant market industry as a whole. SSCA’s
operating income margin was *** in interim 2009. CR/PR at Table VI-9. As discussed above, the *** in 2009 and
interim periods primarily is due to ***.

¥ CR at [1-37, n.58; PR at I1-23, n.58.

% After declining steadily from *** in 2007 to *** in 2009, capacity utilization in interim 2010 was *** as
compared to *** in interim 2009. CR/PR at Table C-6. Merchant market operating margins, after declining steadily
from *** in 2007 to *** in 2009, improved to *** in interim 2010, as compared to *** in interim 2009. CR/PR at
Table C-6. Total U.S. PVA market operating income margins improved steadily from *** in 2007 to *** in 2009
and was *** in interim 2010, as compared to *** in interim 2009. CR/PR at Table C-3.

% CR at II-19; PR at II-12; see also Petitioner’s Prehearing Brief at 15; Hearing Tr. at 176 (Mr. Boyce).

48



Neither have employment trends in the industry showed evidence of a threat of material injury
from subject imports. The *** production and related workers (PRWs) employed by the domestic
industry in 2009, although down slightly from their level in 2008 (***), were exactly the same as they
were in 2007, and there were *** PRWs in interim 2010, as compared to *** PRWs in interim 2009.
Also, both hours worked and wages paid increased irregularly over the full year periods and were
essentially unchanged over the interim periods.”’

Finally, the announcement by leading global PVA producer, Kuraray, on the same day as the
Commission’s hearing in the final phase of this investigation, that it had purchased land in the Houston,
Texas area for future construction of a PVA plant indicates that prospects for the PV A business in the
U.S. market remain attractive.”

Based on these considerations and because there is no likelihood of a substantial increase in
import volume or significant price effects from the subject imports in the imminent future, we find that
the subject imports will not likely have a significant adverse impact on the domestic industry.

Conclusion
Based on the record in the final phase investigations and for all of the reasons discussed above,

we determine that an industry in the United States is not materially injured nor threatened with material
injury by reason of the subject imports of PVA from Taiwan.

! Hours worked by PRWs increased irregularly from *** hours in 2007 to *** hours in 2009; PRWs worked ***
hours in interim 2010, as compared to *** hours in interim 2009. Wages paid to PRWs also increased irregularly
from $*** in 2007 to $*** in 2009; PRWs were paid $*** in interim 2010, essentially unchanged from interim
2009. CR/PR at Table I11-7b.

%2 Respondents’ Posthearing Brief at 15 & Exhibit 2 (attaching a Jan. 25, 2011 news release from Kuraray); see
also ***,
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PART I: INTRODUCTION

BACKGROUND

This investigation results from a petition filed with the U.S. Department of Commerce
(“Commerce”) and the U.S. International Trade Commission (“USITC” or “Commission”) by Celanese
Chemicals Ltd. (“Celanese”), Dallas, TX, on September 7, 2004, alleging that an industry in the United
States is materially injured and threatened with further material injury by reason of less-than-fair-value
(“LTFV”) imports of polyvinyl alcohol from Taiwan. On July 1, 2009, Sekisui America acquired the
assets of Celanese’s polyvinyl alcohol business, creating Sekisui Specialty Chemicals America, LLC
(“Sekisui”). Sekisui is the successor in interest to Celanese as Petitioner in this investigation.'

As indicated below, the final phase of this investigation is being conducted several years after the
filing of the petition as a consequence of intervening litigation regarding the Commission’s preliminary
determination and subsequent preliminary determination on remand.

In the preliminary phase of this investigation, the scope of the investigation consisted of all
polyvinyl alcohol hydrolyzed in excess of 80 percent, whether or not mixed or diluted with commercial
levels of defoamer or boric acid, except for polyvinyl alcohol in fiber form. In its September 2010
preliminary determination, at the request of Sekisui, Commerce also excluded from the scope of this
investigation certain low-ash polyvinyl alcohol that is referred to in this report as PVB-grade PVA.?
Thus, the scope of this final phase investigation is different than the scope of the preliminary phase
investigation.’

For purposes of this report, data have been collected and presented on scope polyvinyl alcohol
(“scope PVA”) (defined below in the section entitled “The Subject Merchandise™) and total polyvinyl
alcohol (“PVA”). PVA includes scope PVA and PVB-grade PVA (defined above in footnote 2 of this
section). Data have been presented on both scope PVA and PVA, because one of the issues in the final
phase of this investigation is whether to define the relevant domestic like product as scope PVA or as
PVA, an issue that is a predicate to the Commission’s definition of the relevant domestic industry.
Information relating to the background of the investigation is provided below.*

Dk hitp://www.sekisuichemical.com/about/whatsnew/090702.html, retrieved August 30, 2010.

2 PVB-grade PVA is defined as polyvinyl alcohol that meets the following specifications: Hydrolysis, Mole %
0f 98.40 £ 0.40, 4% Solution Viscosity 30.00 + 2.50 centipois, and ash—ISE, wt% less than 0.60, 4% solution color
20mm cell, 10.0 maximum APHA units, haze index, 20mm cell, 5.0, maximum. PVB-grade PVA has been
specifically excluded from the scope of this final phase investigation, although it was included in the scope of the
preliminary phase of the investigation. See Polyvinyl Alcohol from Taiwan: Preliminary Determination of Sales at
Less Than Fair Value and Postponement of Final Determination, 75 FR 55552, September 13, 2010 and Sekisui’s
Petition for the Imposition of Antidumping Duties on Imports of Polyvinyl Alcohol from Taiwan: Amendment, pp.
1-2, July 28, 2010.

? See the section entitled “The Subject Merchandise” in Part | of this report for a complete description of the
merchandise currently subject to this investigation.

* Federal Register notices since October 4, 2010 cited in the tabulation are presented in app. A.
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Effective date Action

Petition filed with Commerce and the Commission; institution of the

September 7, 2004 Commission's investigation (69 FR 55653, September 15, 2004)

October 4, 2004 Commerce’s notice of initiation (69 FR 59204)
October 25, 2004 Commission’s preliminary determination (69 FR 63177, October 29, 2004)
March 30, 2010 Commission’s preliminary determination on remand (75 FR 15726)

Commerce’s preliminary determination (75 FR 55552); scheduling of final

September 13,2010 | <6 of Commission investigation (75 FR 61175, October 4, 2010)

January 25, 2011 Commission’s hearing'

February 1, 2011 Commerce’s final determination (76 FR 5562)

February 23, 2011 Commission’s vote

March 9, 2011 Date transmited the Commission’s determination to Commerce

' App. B lists witnesses that appearing at the hearing.

PREVIOUS AND RELATED INVESTIGATIONS

PVA has been the subject of several prior import relief investigations in the United States. Table
I-1 presents data on previous and related title VII investigations for PVA.

On October 21, 2004, the Commission determined by a vote of three to two, with one
Commissioner not participating, that there was no reasonable indication that an industry in the United
States was materially injured or threatened with material injury by reason of subject imports from
Taiwan.” On November 24, 2004, Celanese appealed the determination to the CIT. On January 29, 2007,
the Court issued a decision affirming the negative preliminary determination in part and remanding it in
part. In a remand determination issued on April 30, 2007, the Commission majority consisting of then-
Vice Chairman Shara L. Aranoff and Commissioners Irving A. Williamson and Dean A. Pinkert found a
reasonable indication that an industry in the United States was materially injured by reason of subject
imports from Taiwan; not having been Commissioners in the fall of 2004, these Commissioners had not
participated in the original investigations, so they reviewed the record de novo on remand. Then-
Chairman Okun and Commissioners Lane and Pearson, who had participated in the original investigation,
again made a negative preliminary determination and filed dissenting remand views. On November 19,
2008, the CIT affirmed the affirmative preliminary injury remand determination. On January 16, 2009,
domestic producer DuPont and Taiwan producer Chang Chun appealed the CIT’s judgment to the Federal
Circuit. On December 23, 2009, the Federal Circuit affirmed, without opinion, the CIT’s November 19,
2008 decision. No party applied under 28 U.S.C. §101(c) to the U.S. Supreme Court for a writ of
certiorari within the prescribed period. The judicial proceedings having ended, on March 30, 2010, the
Commission published notice of its preliminary determination on remand.°

> The Commission’s majority views were those of then-Vice Chairman Deanna Tanner Okun and Commissioners
Daniel R. Pearson and Charlotte R. Lane. Then-Chairman Stephen Koplan and Commissioner Marcia E. Miller
reached an affirmative determination, and filed dissenting views. Then-Commissioner Jennifer A. Hillman did not
participate in the investigation.

¢ Polyvinyl Alcohol from Taiwan; Determination, 75 FR 15726, March 30, 2010.
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Table I-1
PVA: Previous and related investigations, 1995-2009

Date! Number Petitioner(s) | Country | Outcome Status
Air Products Order revoked due to lack of responses by
731-TA-726 | Chemicals, domestic industry to Commerce’s notice of five-
1995 [ (Final) Inc. China Affirmative [year review. 66 FR 22145, May 3, 2001.
Air Products Order revoked due to lack of responses by
731-TA-727 | Chemicals, domestic industry to Commerce’s notice of five-
1995 [ (Final) Inc. Japan Affirmative |year review. 66 FR 22145, May 3, 2001.
Air Products
731-TA-728 | Chemicals, Negligible/ | Commission determination, 60 FR 21829, May 3,
1995 | (Preliminary) | Inc. Korea Terminated | 1995.
Air Products Order revoked due to lack of responses by
731-TA-729 | Chemicals, domestic industry to Commerce’s notice of five-
1995 (Final) Inc. Taiwan Affirmative [year review. 66 FR 22145, May 3, 2001.
731-TA-
1018 Celanese and Negligible/ | Commission determination, 67 FR 65597,
2002 [ (Preliminary) | DuPont Singapore | Terminated | October 25, 2002.
731-TA- Celanese and
2002 1014 (Final) | DuPont China Affirmative | Order in place, 68 FR 56620, October 1, 2003.2
731-TA- Celanese and Commission determination, 68 FR 38386, June
2002 1015 (Final) | DuPont Germany | Negative 27, 2003.
731-TA- Celanese and
2002 1016 (Final) |DuPont Japan Affirmative [ Order in place, 68 FR 39518, July 2, 2003.
731-TA- Celanese and
2002 1017 (Final) |DuPont Korea Affirmative |Order in place, 68 FR 56621, October 1, 2003.
731-TA-
1014, 1016, China,
and 1017 Celanese and | Japan, Orders Commission determinations, 74 FR 14999, April
2008 (Review) DuPont and Korea | continued |2, 2009.
" “Date” refers to the year in which the investigation was instituted by the Commission.
2 Commerce corrected the “all others” Chinese margin, which initially appeared as 7.86 percent, to the correct margin of 97.86
percent. Correction notice, 68 FR 58169, October 8, 2003.
Source: Compiled from Commission determinations and Commerce orders and revocations published in the Federal Register.

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT

Statutory Criteria

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) provides that in
making its determinations of injury to an industry in the United States, the Commission--
shall consider (1) the volume of imports of the subject merchandise, (I1)
the effect of imports of that merchandise on prices in the United States
for domestic like products, and (111) the impact of imports of such
merchandise on domestic producers of domestic like products, but only
in the context of production operations within the United States; and . . .
may consider such other economic factors as are relevant to the
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determination regarding whether there is material injury by reason of
imports.

Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C)) further provides that--

In evaluating the volume of imports of merchandise, the Commission
shall 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.

In evaluating the effect of imports of such merchandise on prices, the
Commission shall consider whether . . . (I) there has been significant
price underselling by the imported merchandise as compared with the
price of domestic like products of the United States, and (I1) 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.

In examining the impact required to be considered under subparagraph
(B)(i)(111), the Commission shall evaluate (within the context of the
business cycle and conditions of competition that are distinctive to the
affected industry) all relevant economic factors which have a bearing on
the state of the industry in the United States, including, but not limited to

(1) actual and potential declines in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (1)
factors affecting domestic prices, (I11) actual and potential negative
effects on cash flow, inventories, employment, wages, growth, ability to
raise capital, and investment, (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 domestic like product, and (V) in {an antidumping
investigation}, the magnitude of the margin of dumping.

Organization of the Report

Part | of this report presents information on the subject merchandise, dumping margins, and
domestic like product. Part Il of this report presents information on conditions of competition and other
relevant economic factors. Part Il presents information on the condition of the U.S. industry, including
data on capacity, production, shipments, inventories, and employment. Parts IV and V present the
volume of subject imports and pricing of domestic and imported products, respectively. Part VI presents
information on the financial experience of U.S. producers. Part VII presents the statutory requirements
and information obtained for use in the Commission’s consideration of the question of threat of material
injury as well as information regarding nonsubject countries.
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U.S. MARKET SUMMARY
Scope PVA

Scope PVA generally is used to produce adhesives, building materials, emulsion polymerization,
paper, PVB,” and textiles. The U.S. producers of scope PVA are E.I. du Pont de Nemours and Company
(“DuPont”) and Sekisui, while leading producers of scope PVA outside the United States include Chang
Chun Petrochemical Co. Ltd. (“Chang Chun”) of Taiwan. The leading U.S. importers of scope PVA from
Taiwan are ***. Leading importers of scope PVA from nonsubject countries (primarily China, Germany,
Japan, and Singapore) include ***. The leading responding U.S. purchasers of scope PVA are ***,

Apparent U.S. consumption of scope PVA totaled approximately *** pounds ($***) in 2009.
Currently, two firms are known to produce scope PVA in the United States. U.S. producers’ U.S.
shipments of scope PVA totaled *** pounds ($***) in 2009, and accounted for *** percent of apparent
U.S. consumption by quantity and *** percent by value. U.S. shipments of imports from Taiwan totaled
*#* pounds ($***) in 2009 and accounted for *** percent of apparent U.S. consumption by quantity and
*** percent by value. U.S. imports from nonsubject sources totaled *** pounds ($***) in 2009 and
accounted for *** percent of apparent U.S. consumption by quantity and *** percent by value.

PVA

PVA generally is used to produce adhesives, building materials, emulsion polymerization, paper,
PVB, and textiles. The U.S. producers of PVA are DuPont, Sekisui, and Solutia Inc. (“Solutia”), while
leading producers of PVA outside the United States include Chang Chun of Taiwan.® The leading U.S.
importers of PVA from Taiwan are ***. Leading importers of PVA from non-subject countries
(primarily China, Germany, Japan, and Singapore) include ***.° The leading U.S. purchasers of PVA are
skskok

Apparent U.S. consumption of PVA totaled approximately *** pounds ($***) in 2009.
Currently, three firms are known to produce PVA in the United States. U.S. producers’ U.S. shipments of
PVA totaled *** pounds ($***) in 2009 and accounted for *** percent of apparent U.S. consumption by
quantity and *** percent by value. U.S. shipments of imports from Taiwan totaled *** pounds ($***) in
2009 and accounted for *** percent of apparent U.S. consumption by quantity and *** percent by value.
U.S. imports from nonsubject sources totaled *** pounds ($***) in 2009 and accounted for *** percent
of apparent U.S. consumption by quantity and *** percent by value.

SUMMARY DATA AND DATA SOURCES

A summary of data collected in the investigation is presented in appendix C. Tables C-1 through
C-3 present summary data on the total U.S. market for scope PVA, PVB-grade PVA, and PVA,
respectively. Table C-4 presents summary data on the total U.S. PVA market using the official import
statistics of Commerce as a proxy for shipments of imports. Tables C-5 and C-6 present summary data on
the U.S. commercial market for scope PVA and PV A, respectively. Except as noted, U.S. industry data
are based on questionnaire responses of two firms that accounted for all known U.S. production of scope

Tk ksl g producer questionnaire response.
8 sk

9 sk
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PVA during 2009 or the three firms that accounted for all known U.S. production of PVA during 2009."
U.S. imports are based on questionnaire responses of 15 importers."'

NATURE AND EXTENT OF SALES AT LTFV
Sales at LTFV

On February 1, 2011, Commerce published a notice in the Federal Register of its final
determination of sales at LTFV with respect to imports from Taiwan. Commerce calculated an
antidumping duty margin of 3.08 percent for all exporters and producers of PVA from Taiwan."?

THE SUBJECT MERCHANDISE
Commerce’s Scope
Commerce has defined the scope of this investigation as follows:

The merchandise covered by this investigation is PVA. This product consists of all PVA
hydrolyzed in excess of 80 percent, whether or not mixed or diluted with commercial levels of
defoamer or boric acid. PVA in fiber form and PVB-grade low-ash PVA are not included in the
scope of this investigation. PVB-grade low-ash PVA is defined to be PVA that meets the
following specifications: Hydrolysis, Mole % of 98.40 +/- 0.40, 4% Solution Viscosity 30.00 +/-
2.50 centipois, and ash-ISE, wt% less than 0.60, 4% solution color 20mm cell, 10.0 maximum
APHA units, haze index, 20mm cell, 5.0, maximum. The merchandise under investigation is
currently classifiable under subheading 3905.30.00 of the Harmonized Tariff Schedule of the
United States (HTSUS). Although the HTSUS subheading is provided for convenience and
customs purposes, the written description of the merchandise under investigation is dispositive."

Tariff Treatment

Polyvinyl alcohol is imported under HTS subheading 3905.30.00 and enters the United States at a
column-1 general duty tariff rate of 3.2 percent ad valorem for imports from countries with normal trade
relations, including Taiwan. Table I-2 presents current tariff rates for PVA. Thus, imports under this
HTS subheading include not only scope PV A but also non-scope products low-hydrolysis polyvinyl
alcohol, polyvinyl alcohol in fiber form, and PVB-grade PVA.

1% A third U.S. producer, Solutia, also provided the Commission with a questionnaire response. Its response has
been included in the PVA tables because Solutia only produces PVB-grade PVA. ***,

""'U.S. importers’ questionnaire data were used to calculate imports in this report because official import statistics
of Commerce include all forms of PVA imported under Harmonized Tariff Schedule of the United States (“HTS”)
subheading 3905.30.00, including forms that are specifically excluded from the scope of these investigations such as
polyvinyl alcohol in fiber form, PVB-grade PVA, and low-hydrolysis polyvinyl alcohol (See Part IV and appendix C
for more information).

12 Polyvinyl Alcohol from Taiwan: Final Determination of Sales at Less Than Fair Value, 76 FR 5562,
February 1, 2011.

BPolyvinyl Alcohol from Taiwan: Final Determination of Sales at Less Than Fair Value, 76 FR 5562,
February 1, 2011.
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Table I-2
PVA: Tariff rates, 2011

Column
General* | Special 22
HTS provision Article description Rates (percent ad valorem)
3905
Polymers of vinyl acetate or of other vinyl esters, in primary
forms; other vinyl polymers in primary forms:
3905.30.00 Poly(vinyl alcohol), whether or not containing
unhydrolyzed acetate groups..........cccceecveirceereniieeennns 3.2% S 37.5%
" Normal trade relations, formerly known as the most-favored-nation duty rate, applicable to Taiwan.
2 Applies to imports from a small number of countries that do not enjoy normal trade relations duty status.
3 General note 3(c)(i) defines the special duty program symbols enumerated for this provision.
Source: Harmonized Tariff Schedule of the United States (2011).

THE PRODUCT
Description and Applications®

PVA is a water-soluble synthetic polymer, usually sold as a white granular solid or in powdered
form. PVA can be categorized on the basis of the degree of hydrolysis, the viscosity of an aqueous
solution, and the average molecular weight of the finished product. PVA is very stable in dry form. It is
nontoxic and therefore considered safe to handle and relatively environmentally friendly. Care must be
taken, however, to minimize airborne dust concentrations during shipping and storage to reduce the
potential for dust explosions.

The degree of hydrolysis is determined by the percentage of acetate groups in the polyvinyl
acetate feedstock that are replaced by hydroxyl groups in the finished PVA. Fully hydrolyzed PVA has a
replacement percentage in excess of 98 percent. The viscosity (resistance to shear stress or flow) of an
aqueous solution of PVA increases as the molecular weight of the PVA increases. The molecular weight
is determined by the average length of the polymer chain in the finished product in terms of monomer
units. Low-viscosity grades tend to have PVA chain lengths as low as 300 monomer units, with average
molecular weights around 45,000 to 55,000 unified atomic mass units (u), whereas high-viscosity, fully
hydrolyzed grades have PVA chain lengths up to 3,500 monomer units and average molecular weights
around 200,000 to 225,000 u. The degree of hydrolysis of PVA affects a variety of PVA properties, such
as solution interfacial tensions, compatibility, reaction kinetics, rheology, and water solubility.

In the United States, PVA is used as an intermediate in the production of polyvinyl butyral
(“PVB”), which is an adhesive used between panes of automotive safety glass or load-resistant
architectural glass; in the textile and paper industries in sizing formulations; as a binder in adhesive and
soil binding formulations; and as an emulsion or polymerization aid in colloidal suspensions,
water-soluble films, cosmetics, and joint compounds.

'* In general, the information contained in this section was drawn from the publication for the reviews Polyvinyl
Alcohol from China, Japan, and Korea, Investigation Nos. 731-TA-1014, 1016, and 1017 (Review), USITC
Publication 4067, March 2009.
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For most applications, PVA is dissolved in an aqueous solution. PVA’s solubility behavior in
water depends on several factors, including degree of polymerization, degree of hydrolysis, drying
temperature, particle size, and molecular weight. PVA polymers possess variable solubility properties,
ranging from soluble in cold (room temperature) water to soluble only in hot water. For example, PVA of
88 percent hydrolysis is soluble in both cold and hot water, whereas 98 percent hydrolyzed PVA may be
soluble only in hot water. All other characteristics being equal, the higher the degree of hydrolysis, the
lower the solubility. By altering certain product characteristics, however, solubility can be changed. All
standard grades of PV A, regardless of degree of hydrolysis, must be “cooked” to achieve complete
solubility. At the end of the saponification process,”” PVA is a hard solid suitable for grinding into
granular or powdered form.

PVA is sold in a variety of standard and specialty grades, each grade varying according to its
molecular weight and the degree of hydrolysis. The degree of hydrolysis is commonly denoted as super
(more than 99 percent hydrolyzed), fully (98-99 percent hydrolyzed), intermediate (90-98 percent
hydrolyzed), and partial (85-89 percent hydrolyzed).'®

The specific performance of various grades of PVA varies with the degree of hydrolysis and
viscosity. For example, the greater the degree of hydrolysis, the better the water resistance. For this
reason, in adhesive applications that require water resistance, a fully hydrolyzed grade of PVA is used.
On the other hand, in adhesive applications that do not require water resistance, a partially hydrolyzed
PVA may be used. Similarly, paper manufacturers select a specific grade of PVA depending on the
property required for the paper. Grease and water resistance, ink receptivity, and other components of the
size solution determine grade selection. In the textile market, where PVA is used as a warp sizing for
yarns to prevent breakage during weaving, various grades of PVA are selected for use depending on the
yarn, machine type, other components of the sizing solution (e.g., starch), required viscosity, abrasion
resistance, and ease of solution removal after fabric weaving.

Although all grades of PVA are not completely interchangeable with other grades, more than one
grade may be sold to specific end-use markets. For example, fully hydrolyzed PVA can be used in many
of the same end-uses in which intermediate or partially hydrolyzed PVA can be used, such as textiles,
paper, and adhesives. The same grade of PVA is frequently sold for different commercial uses, and many
end-users are able to use a wide range of grades. However, many applications have evolved using
particular grades such that substitution, although possible, could involve some cost and time to
reformulate, and end-users tend to avoid changing the grade of PV A they use in their applications because
their formulas and process parameters might have to be adjusted. Because it is a synthetic water soluble
polymer with unique characteristics, PVA has few substitutes for most end-use applications.

'S Saponification is the chemical reaction in which an ester is heated with aqueous alkali to form an alcohol and
the sodium salt of the acid corresponding to the ester.

'S Polyvinyl Alcohol from China, Japan, and Korea, Investigation Nos. 731-TA-1014, 1016, and 1017 (Review),
USITC Publication 4067, March 2009, p. 13. The definitions of fully, intermediate, and partially hydrolyzed PVA in
terms of degrees of hydrolysis vary somewhat within the industry.
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Manufacturing Processes'’

PVA is generally manufactured by first polymerizing the vinyl acetate monomer (VAM) into
polyvinyl acetate and then hydrolyzing the acetate groups with methanol in the presence of anhydrous
sodium methylate or aqueous sodium hydroxide at moderate temperatures and pressures. This is a
continuous process in which the end-product is PVA hydrolyzed in excess of 80 percent. *** a
continuous belt process to make PVA. *** a reactor process to make PVA.'"

Acetic acid, a by-product, could either be recycled to produce VAM or sold in the acetic acid
market. Given the high-volume need for acetic acid in the production of VAM, in general producers
return the by-product to their own production process rather than sell it on the market.

ik 19 sk 20 Jpon Sekisui’s acquisition of Celanese, *%#% 2! sk,

DOMESTIC LIKE PRODUCT ISSUES

The Commission’s decision regarding the appropriate domestic products that are “like” the
subject imported product is based on a number of factors including: (1) physical characteristics and uses;
(2) common manufacturing facilities and production employees; (3) interchangeability; (4) customer and
producer perceptions; (5) channels of distribution; and (6) price. Information regarding these factors is
discussed below.

Table I-1, presented earlier, listed several previous investigations of polyvinyl alcohol. In the
1995 set of investigations, the scope was defined as polyvinyl alcohol hydrolyzed in excess of 85 percent,
whether or not mixed or diluted with defoamer or boric acid, except for polyvinyl alcohol in fiber form.*
In those investigations, Solutia’s corporate predecessor (Monsanto) argued that PVB-grade PVA was a
separate domestic like product and Celanese’s corporate predecessor (petitioner Air Products) argued that
the wet ethanol-swollen PVA that Monsanto and DuPont captively consumed in the production of PVB
should not be included in the like product because the scope referred to dry PVA. The Commission
rejected both of these arguments and also rejected arguments made by a purchaser that different
hydrolysis levels (i.e., above or below 95 percent hydrolysis) or specifications (including Excipient Good
Manufacturing Principles) were a basis for distinguishing among different domestic like products. The
Commission found one like product consisting of the continuum of PVA hydrolyzed in excess of
85 percent (including PVB-grade PVA).?

In the preliminary phase of the 2002 investigations, the scope included all polyvinyl alcohol
hydrolyzed in excess of 80 percent, whether or not mixed or diluted with commercial levels of defoamer
or boric acid and excluded polyvinyl alcohol in fiber form. Petitioners Celanese and DuPont asked the

'7 In general, the information contained in this section was drawn from the publication for the reviews Polyvinyl
Alcohol from China, Japan, and Korea, Investigation Nos. 731-TA-1014, 1016, and 1017 (Review), USITC
Publication 4067, March 2009.

18 xxx>g producer questionnaire responses.
19 #x%°g producer questionnaire response.
20 ##4°g producer questionnaire response.
2l #x>g producer questionnaire response.

2 (1) Polyvinyl alcohol covalently bonded with acetoacetylate, carboxylic acid, or sulfonic acid uniformly present
on all polymer chains in a concentration equal to or greater than two mole percent and (2) polyvinyl alcohol
covalently bonded with silane uniformly present on all polymer chains in a concentration equal to or greater than
one-tenth of one mole percent, also were excluded from scope of the investigations.

2 Polyvinyl Alcohol from China, Japan, and Taiwan, Investigation Nos. 731-TA-726, 727, and 729 (Final),
USITC Publication 2960, May 1996, p. 5.
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Commission to find a single domestic like product coextensive with the scope of the investigation
whereas Solutia argued that PVB-grade PVA was a separate domestic like product. The Commission
defined a single domestic like product consisting of all polyvinyl alcohol coextensive with the scope of
those investigations, including PVB-grade PVA.**

In the final phase of the 2002 set of investigations, in addition to low-hydrolysis polyvinyl
alcohol and polyvinyl alcohol in fiber form, petitioners Celanese and DuPont agreed to exclude fourteen
additional specialty products from the scope of the investigations.” Celanese and DuPont asked the
Commission to define a single domestic like product consisting of PVA produced domestically that met
the specifications described in Commerce’s scope definition. Respondents Solutia and Clariant Corp., a
U.S. importer of subject merchandise, argued that PVB-grade PVA was a separate domestic like product.
The Commission found one like product encompassing all domestically produced polyvinyl alcohol
hydrolyzed in excess of 80 percent and meeting the specifications described in Commerce’s scope,
including PVB-grade PVA.*

In the 2008 review investigations of the antidumping duty orders resulting from the 2002
investigations, the scope was defined as all polyvinyl alcohol hydrolyzed in excess of 80 percent, whether
or not mixed or diluted with commercial levels of defoamer or boric acid, but not including polyvinyl
alcohol in fiber form or fourteen other specialty products. Celanese and DuPont agreed with the
Commission’s definition of the like product in the 2002 original investigations. No party took a different
position. Finding no material changes in pertinent facts from the original investigations, the Commission

* Polyvinyl Alcohol from China, Germany, Japan, Korea, and Singapore, Investigation Nos. 731-TA-1014 to
1018 (Prelim.), USITC Publication 3553, pp. 4-9.

2 Polyvinyl Alcohol from Germany and Japan, Investigation Nos. 731-TA-1015-1016 (Final), USITC Publication
3064, June 2003, p. 4-6 & n.12 and Polyvinyl Alcohol from China and Korea, Investigation Nos. 731-TA-1014 and
1017 (Final), USITC Publication 3634, September 2003, p. 6. The excluded products were: (1) PVA with
hydrolysis less than 83 mole percent and certified not for use in the production of textiles; (2) PVA with hydrolysis
greater than 85 percent and viscosity greater than or equal to 90 cps; (3) PVA with a hydrolysis greater than
85 percent, viscosity greater than or equal to 80 cps but less than 90 cps, certified for use in an ink jet application;
(4) PVA for use in the manufacture of an excipient or as an excipient in the manufacture of film coating systems
which are components of a drug or dietary supplement, and accompanied by an end-use certification; (5) PVA
covalently bonded with cationic monomer uniformly present on all polymer chains in a concentration equal to or
greater than one mole percent; (6) PVA covalently bonded with carboxylic acid uniformly present on all polymer
chains in a concentration equal to or greater than two mole percent, certified for use in a paper application; (7) PVA
covalently bonded with thiol uniformly present on all polymer chains, certified for use in emulsion polymerization of
non-vinyl acetic material; (8) PVA covalently bonded with paraffin uniformly present on all polymer chains in a
concentration equal to or greater than one mole percent; (9) PVA covalently bonded with silan uniformly present on
all polymer chains certified for use in paper coating applications; (10) PVA covalently bonded with sulfonic acid
uniformly present on all polymer chains in a concentration level equal to or greater than one mole percent; (11) PVA
covalently bonded with acetoacetylate uniformly present on all polymer chains in a concentration level equal to or
greater than one mole percent; (12) PVA covalently bonded with polyethylene oxide uniformly present on all
polymer chains in a concentration level equal to or greater than one mole percent; (13) PVA covalently bonded with
quaternary amine uniformly present on all polymer chains in a concentration level equal to or greater than one mole
percent; and (14) PVA covalently bonded with diacetoneacrylamide uniformly present on all polymer chains in a
concentration level greater than three mole percent, certified for use in a paper application. Id.

26 Polyvinyl Alcohol from Germany and Japan, Investigation Nos. 731-TA-1015-1016 (Final), USITC Publication
3604, June 2003, p. 4-6 and Polyvinyl Alcohol from China and Korea, Investigation Nos. 731-TA-1014 and 1017
(Final), USITC Publication 3634, September 2003, p. 6.
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found one domestic like product encompassing all PVA regardless of grade and coextensive with the
scope (including PVB-grade PVA).”’

In the preliminary phase of this investigation, the scope was defined as all polyvinyl alcohol
hydrolyzed in excess of 80 percent, whether or not mixed or diluted with commercial levels of defoamer
or boric acid, but not including polyvinyl alcohol in fiber form. Petitioner Celanese argued that there had
been no fundamental changes in the relevant factual criteria since the Commission’s 2003 PVA
investigations and asked the Commission to find that all polyvinyl alcohol hydrolyzed in excess of
80 percent constituted a single domestic like product. DuPont agreed. Chang Chun did not dispute this
proposed definition of the domestic like product. Because there was no factual information on the record
to call into question the Commission’s analysis or conclusion in the 2003 investigations, and absent any
party arguments to the contrary, the Commission found, based on the record in the preliminary phase of
this investigation, a single domestic like product defined coextensively with the scope of this
investigation, consisting of all polyvinyl alcohol hydrolyzed in excess of 80 percent, whether or not
mixed or diluted with commercial levels of defoamer or boric acid, but not including polyvinyl alcohol in
fiber form.”

In July 2010, Sekisui amended the petition seeking to exclude PVB-grade PVA from the scope of
this investigation and from the definition of the corresponding domestic like product.*® *** reported that
the definition for PVB-grade PV A does not include the PVA that ***, *** fa]ls within the scope PVA
definition.”® *** reported that *** 3!

Physical Characteristics and Uses

As discussed above, polyvinyl alcohol products are produced in a range of hydrolysis levels,
viscosity levels, and molecular weights. Depending on its characteristics, polyvinyl alcohol may be
soluble in cold water, hot water, or both. Polyvinyl alcohol is sold in a variety of standard and specialty
grades, depending on the hydrolysis, viscosity, and other properties of the product and the end-use
applications for which it is being used.

According to *** PVB-grade PVA must be extremely clear and colorless, whereas scope PVA
does not need to meet the same stringent requirements in order to be used in adhesives, emulsion
polymerization, paper, and textile end-use applications.*® *** reports that PVB-grade PVA is evaluated
based on *** 3 According to ***, the hydrolysis, viscosity, ash, and other physical characteristics of ***
and PVB-grade PVA used to produce PVB are very similar.**

As noted above in the Description and Applications section of this report, domestically produced
scope PVA is sold for various end-use applications including but not limited to adhesives, emulsion
polymerization, paper, and textiles. Although all grades of PVA are not completely interchangeable with

" Polyvinyl Alcohol from China, Japan, and Korea, Investigation Nos. 731-TA-1014, 1016, and 1017 (Review),
USITC Publication 4067, March 2009, p. 9.

% Polyvinyl Alcohol from Taiwan, Investigation No. 731-TA-1088 (Preliminary), USITC Publication 3732,
October 2004, p.8-11.

% Sekisui’s Petition for the Imposition of Antidumping Duties on Imports of Polyvinyl Alcohol from Taiwan:
Amendment, pp. 1-2, July 28, 2010. Commerce subsequently amended the scope of the investigation to reflect the
exclusion. See section entitled “Commerce’s Scope” in Part | of this report.

30 #%3%°g producer questionnaire response.
3L#x%°g producer questionnaire response.
32 ##3%°g producer questionnaire response.

33 sk

3 #%%°g producer questionnaire response.
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other grades, more than one grade may be sold to specific end-use markets, as discussed above. PVB-
grade PVA is used to produce polyvinyl butyral (“PVB”). PVB is a resin used in the manufacturing of
both automotive safety glass and load-resistant architectural glass for use in commercial construction. On
the other hand, *** 3

Manufacturing Facilities and Production Employees

The same two main chemical reactions, polymerization and saponification, are used to produce
both PVB-grade PVA and scope PVA. **#36 #kx T 208, #%* 37 *** 3% Op the other hand, ***
**% reported that *** 0 *** reported that ##* 4! sk 42

Interchangeability and Customer and Producer Perceptions

According to *** scope PVA cannot be used as a substitute for PVB-grade PVA because PVB
production requires a product that meets stricter requirements such as low-ash content and colorlessness.
It contends that the production of PVB is very sensitive to minor quality variations, which can affect the
clarity of the downstream PVB. Further, it asserts, a significant amount of time, effort, and cost are
associated with qualifying PVB-grade PVA for use in PVB production, given the stricter requirements
associated with PVB-grade PVA. Although it may not be economical, *** asserts, it is possible for PVB-
grade PVA to be used by scope PVA customers.*

According to *** *** PVA is fully interchangeable with PVB-grade PVA. However, partially
hydrolyzed scope PVA cannot be interchanged with fully hydrolyzed scope PVA or PVB-grade PVA to
make PVB because PVB requires fully hydrolyzed PVA. With respect to scope PVA, *** asserts,
customers perceive greater differences among grades (e.g., partially hydrolyzed versus fully hydrolyzed),
whereas producers perceive the differences to be relatively minor along a continuum.*

Although the Commission also asked importers and purchasers about similarities and differences
between scope PVA and PVB-grade PVA, they generally did not answer these questions or asserted that
they did not have enough familiarity with both products to be able to answer such questions.®

35 #%%°g producer questionnaire response.
36 sk etk

37 #3#3%°g producer questionnaire response.
38 sk

39 sk

40 ##:4°g producer questionnaire response.
41 #x>g producer questionnaire response.
42 #3309 producer questionnaire response and ***°s producer questionnaire response.
# #x%°g producer questionnaire response.
# ##4°g producer questionnaire response.

4 See importers’ questionnaire responses to Question II-7 and purchasers’ questionnaire responses to Question
IV-10. The few importers and purchasers that did comment tended to mention the differences between scope PVA
and PVB-grade PVA. ***,
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Channels of Distribution

According to *** PVB-grade PVA is sold directly to end users, whereas scope PVA is sold to
both end users and distributors. *** assert that PVB-grade PV A is a major raw material for the production
of PVB, while scope PVA is often a minor input for the production of various end uses (e.g., the paper
industry).* According to ***, *** PVA used to produce PVB and non-PVB-grade PVA sold in the
merchant market have identical channels of distribution in that they are sold directly to end users, i.e.,
PVB producers.*” Additional details regarding the distribution of domestically produced and imported
scope PVA are presented in Part II of this report, Conditions of Competition in the U.S. Market.

Price

Table I-3 presents average unit values for U.S. producers’ U.S. shipments (including internal
consumption) of scope PVA and PVB-grade PVA in the United States. Pricing practices and prices
reported for domestically produced and imported scope PVA and PVB-grade PVA in response to the
Commission’s questionnaires are presented in Part V of this report, Pricing and Related Information.

Table I-3
PVA: Average unit values of U.S. producers’ U.S. shipments of scope PVA and PVB-grade PVA,
2007-09, January-June 2009, and January-June 2010

* * * * * * *

46 *x%°g producer questionnaire response and ***°s producer questionnaire response.

47 %39 producer questionnaire response.
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PART IlI: CONDITIONS OF COMPETITION IN THE U.S. MARKET

U.S. CHANNELS OF DISTRIBUTION

The three U.S. producers of PVA (DuPont, Sekisui, and Solutia) reported at least some internal
consumption and DuPont and Sekisui reported U.S. commercial shipments during January 2007-June
2010, whereas the responding importers of PVA reported only U.S. commercial shipments during this
period. There were six reporting importers of PVA from Taiwan (***)' and seven reporting importers of
PVA from nonsubject countries.> The majority of U.S. commercial shipments of both the domestic and
imported PVA was sold to U.S. end users during January 2007-June 2010, with the remainder of the
domestic and imported PV A shipped to distributors. The distribution channels are shown by country and
period in table II-1a for scope PVA and table II-1b for total PVA (includes both scope and PVB-grade
PVA). Based on table II-1a, U.S. producers’ U.S. shipments of scope PVA to end users and those used
internally averaged approximately *** percent of domestic producers’ total U.S. shipments of scope PVA
during January 2007-June 2010. U.S. importers’ shipments of scope PVA from Taiwan to end users
averaged *** percent of total U.S. shipments of the imported Taiwan scope PVA during this period, and
U.S. importers’ shipments of scope PVA from nonsubject countries to end users averaged *** percent of
total U.S. shipments of the imported scope PVA from nonsubject countries. The shares of commercial
shipments to end users remained stable for the domestic and imported Taiwan scope PVA during this
period, but increased for the imported scope PVA from nonsubject countries.® The shares of U.S.
shipments of all PVA produced domestically that were sold to end users and used internally (table II-1b)
were somewhat higher than for such domestic U.S. shipments of scope PVA (tables II-1a), because the
PVB-grade PVA included in all PVA was shipped exclusively to end users.

Solutia is a U.S. producer *** of PVA, which it used to produce *** PVB during January 2007-
June 2010.* In addition, *** PVA for PVB production. In the U.S. market, *** sold about *** percent of
**% and *** percent to produce PVB during this period, while *** >

According to Sekisui during the PV A reviews, the vast majority of U.S. purchases of PVA is
highly fragmented, with most customers purchasing on average between 100 and 150 tons (200,000-
300,000 pounds) of (scope) PVA per year.® During the final investigation, however, 17 of the 20 U.S.
purchasers that produced downstream products other than PVB reported averaging over 1 million pounds
of scope PVA purchases annually during January 2007-June 2010.

Ik together accounted for *** percent of the total quantity of reported imported PVA from Taiwan during
January 2007-June 2010. *** reported shipping all of their imported Taiwan PVA to end users, *** reported
shipping all of its imported Taiwan PV A to distributors, and *** reported shipping their imported Taiwan PVA to
both end users and distributors.

2 Based on the two forms of PVA discussed in Part II, scope and PVB-grade PVA, all applicable reported imports

of PVA from Taiwan *** all applicable reported imports of PVA from nonsubject countries were scope PVA (***).
skokok

3 The increase in the share of shipments to end users of imported scope PVA from all other countries ***. E-mail
from ***, December 13, 2010.

##k%  Investigation Nos. 731-TA-1014, 1016, 1017 (Review): Polyvinyl Alcohol from China, Japan, and Korea
(PVA reviews), staff report, confidential version, p. II-1, fn. 1.

> Combining reported U.S. producers’ U.S. commercial shipments of PVA for *** resulted in all of their U.S.
shipments of PVA *** during January 2007-June 2010.

6 Sekisui/(Celanese) noted that there is “much less buying power across most of the domestic industry than what
we see from purchasers like Solutia.” PVA reviews, hearing transcript (open session), p. 118 (Purvis), and cited in
the staff report, confidential version, p. II-1, fn. 2.
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Table ll-1a

Scope PVA: Channels of distribution for domestic scope PVA and imported scope PVA from
Taiwan and from all other countries sold in the United States (as a share of total U.S. shipment

guantities), annually, 2007-09, and January-June 2009/2010

Item

2007

2008

January-June

2009

2009

2010

(In percent)

U.S. producers’ U.S. shipments of scope PVA to--

Distributors

*k*k

*k%

*k*k

End users'

*kk

*kk

k%

Internal consumption

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

Importers’ U.S. shipments of scope PVA from
Taiwan to--

Distributors

*k%k

*kk

*kk

End users

*k*k

*k*

*k*k

Total

100.0

100.0

100.0

Importers’ U.S. shipments of scope PVA from
all other countries to--

Distributors

*k*k

*kk

*k*k

End users

*kk

*kk

*kk

Total

100.0

100.0

100.0

Total U.S. shipments of scope PVA to--

Distributors

*k*k

*k%

*k*k

End users’

*kk

*kk

*kk

Internal consumption

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

*kk

consumption is
products other than PVB.

Note.—Due to rounding, numbers may not add to totals shown.

Source: Compiled from data submitted in response to Commission questionnaires.

1 *** - E-mail from ***, November 12, 2010; and e-mail from ***, November 12, 2010. U.S. producers’ internal
. In addition, shipments of scope PVA from Taiwan and all other countries were used to produce
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Table 1I-1b

PVA: Channels of distribution for domestic PVA and imported PVA from Taiwan and from all other
countries sold in the United States (as a share of total U.S. shipment quantities), annually, 2007-09,
and January-June 2009/2010

January-June

Item 2007 2008 2009 2009 2010

(In percent)

U.S. producers’ U.S. shipments of total PVA to--

Distributors . . . ok .
End users’ ok ok ok . .
Internal consumption i i b e b

Total 100.0 100.0 100.0 100.0 100.0

Importers’ U.S. shipments of total PVA from

Taiwan to--

Distributors . . . ok .
End users . . . . .
Total 100.0 100.0 100.0 100.0 100.0

Importers’ U.S. shipments of total PVA from

all other countries to--

Distributors . . . . .
End users . . . . .
Total 100.0 100.0 100.0 100.0 100.0

Total U.S. shipments of total PVA to--

Distributors . . . . .
End users1 *kk *kk *kk *kk *kk
Internal consumption e e i e e

Total 100.0 100.0 100.0 100.0 100.0

T+ E_mail from ***, November 12, 2010; and e-mail from ***, November 12, 2010. U.S. producers’ internal
consumption ***. In addition, PVA shipments from all other countries ***.

Note.—Due to rounding, numbers may not add to totals shown.

Source: Compiled from data submitted in response to Commission questionnaires.
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Deliveries to purchasers of scope PVA occur frequently during the year. Twenty-one U.S.
purchasers reported in their questionnaire responses during the final investigation the frequency of their
deliveries of scope PVA during January 2007-June 2010, which are shown in the following tabulation.

Number of purchasers responding

Daily

Weekly

Monthly Quarterly

Annually Other!

2

8 8

- 3

' This included deliveries on an as-needed basis and deliveries every two months.

Nineteen of 23 responding purchasers reported in their questionnaire responses that the frequency

of their PVA deliveries did not change during January 2007-June 2010, whereas the remaining four

purchasers reported some changes. These changes were typically a decrease in delivery frequency due to

decreased demand for their downstream products using PVA during this period.

Two U.S. producers of scope PVA, six U.S. importers of scope PVA from Taiwan, and three U.S.

Regional Sales

importers of scope PVA from nonsubject countries reported in their questionnaire responses the U.S.
geographic market area(s) to which they shipped their domestic and imported scope PVA during 2009.
Their responses are shown in the following tabulation.

U.S. geographic areas

U.S.-produced
scope PVA

Imported scope PVA
from Taiwan

Imported scope PVA
from all other countries

Number of firms responding

Northeast'

*k%

*k%k

*kk

Midwest?

*kk

Southeast®

*kk

Central Southwest*

*kk

Mountains®

*kk

*k%k

*kk

Pacific Coast®

*kk

Other’

*kk

" Includes CT, ME, MA, NH, NJ, NY, PA, R, and VT.
2 Includes IL, IN, IA, KS, MI, MN, MO, NE, ND, OH, SD, and WI.

% Includes AL, DE, DC, FL, GA, KY, MD, MS, NC, SC, TN, VA, and WV.
4 Includes AR, LA, OK, and TX.

® Includes AZ, CO, ID, MT, NV, NM, UT, and WY.
® Includes CA, OR, and WA.

"Includes all other markets in the United States not previously listed, including AK, HI, PR, and VI, among others.
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Two U.S. producers of scope PVA and six U.S. importers of scope PVA from Taiwan reported in
their questionnaire responses their lead times for delivery of their products and their shipment shares
during 2009 that were from U.S. inventory and from production. The weighted-average shipment shares
and lead times are shown in the following tabulation.

Imported scope PVA from
U.S. scope PVA Taiwan
Share of U.S. Share of U.S.
shipments Lead time shipments Lead time
Shipment source (percent) (days)! (percent) (days)!
U'S. inventory *kk *kk *kk *kk
U.S. production bl b o bl
Taiwan production o e o e
Other2 *kk kK *kk *kk
Other3 *kk kK *kk *kk
Total 100.0 100.0
' Average lead times were rounded to a full day.
2 An importer, ***, reported that it imported the Taiwan PVA into *** and then exported it to the United States
when it received an order from a U.S. customer.
3 An importer, ***, reported that it imported the Taiwan PVA into *** and then exported it to the United States
when it received an order from a U.S. customer.

Information on Suppliers of Scope PVA

U.S. purchasers were requested to provide information in their questionnaire responses on their
suppliers of scope PVA during January 2007-June 2010. Their responses are summarized in the
following discussion.’ Purchasers were requested to identify the number of suppliers that they contact in
making a purchase of scope PVA. Six purchasers reported contacting anywhere from 1 to 5 suppliers for
long-term contracts, two purchasers reported contacting 1 and 2 suppliers, respectively, for short-term
contracts, and two purchasers reported contacting 1 and 3 suppliers, respectively, for spot purchases.
Fourteen purchasers reported contacting anywhere from 1 to 4 suppliers for purchases of PVA, but did
not specify the length/type of purchase agreement. Some purchasers reported for more than a single
category of purchases.

Purchasers were requested to indicate if they vary purchases of scope PVA from a given supplier
within a specific time period based on the price offered during that period. Of the 23 purchasers
responding, 18 indicated no and 5 indicated yes.*

Purchasers were asked if they changed suppliers of scope PVA during January 2007-June 2010.
Of the 23 firms responding, 16 indicated no and 7 indicated yes. The latter 7 purchasers each reported
generally adding one supplier and provided additional comments. *** reported shifting some domestic
PVA to that imported from Japan in 2010 due to price, quality, and service. *** added ***, as a second

* Twenty-three purchasers reported in their questionnaire responses marketing/pricing knowledge of scope PVA
in the U.S. market from at least one country of origin during January 2007-June 2010. All 23 firms reported for
U.S.-produced PV A, 18 firms for Taiwan, 6 firms for China, 4 firms for Germany, 1 firm for Japan, and 2 firms for
Singapore. *** also provided responses in its purchaser questionnaire and was only familiar with domestic PVB-
grade PVA from *** in the U.S. market. However, ***.

* One of the 18 firms, ***, reported that less than *** percent of its total volume of purchased PVA was made on
price.
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supplier to help negotiate better overall pricing. *** reported qualifying PVA imported from Taiwan in
2008. *** reported adding *** as a supplier in 2009, because the domestic producer was the only firm
able to supply a specific PVA copolymer resin.’ *** reported allocating business from its incumbent
PVA supplier, ***, to *** in October-December 2008 due to the competitive price and best value that
**%* then offered. *** reported that ***. *** reported that ***,

Purchasers were asked if they were aware of any new suppliers of scope PVA, either domestic or
foreign, during January 2007-June 2010. Twenty of the 23 responding purchasers reported no and 3
reported yes. The new suppliers cited were Kuraray (it formerly sold ***) providing PVA from ***, and
International Polymer Services supplying PVA from ***. In addition, *** became aware of PVA
imported from Germany, Japan, and Singapore.

Two purchasers that are distributors, ***, reported in their questionnaire responses that they
compete with their suppliers for sales of scope PVA.® *** identified *** (domestic PVA) and *** (PVA
from Germany and Singapore) as its competitors, and *** identified U.S. producers of PVA and
importers of PVA from Taiwan as competitors.

U.S. MARKET CHARACTERISTICS

U.S. demand for PVA is derived from demand for the downstream products that use this product
as an input. PVA is used in a wide variety of products.” High-volume end uses for scope PVA include
textiles, paper (coated paperboard), adhesives (packaging, woodworking, bookbinding, and paper
converters), and emulsion polymerization (adhesives, coatings, carpet, building and construction
materials, and engineered fabrics). Scope PVA is also used in the manufacture of a wide variety of other
products including other building materials, biodegradable health-care products, ceramics, and film. A
large number of scope PV A products are produced to satisfy the varied demand for this product and some
of the PVA products are specialized for a particular use. Demand for scope PVA may also be affected by
demand for substitute products and by demand for imports of the downstream products.® The levels of
U.S. sectoral demand for PVA and the sources of these forms of PVA by country of origin, based on
questionnaire responses of U.S. producers and importers, are shown in table II-2 and figure II-1.

U.S. purchasers were asked in their questionnaires if there had been any changes in end uses of
PVA during January 2007-June 2010. All 22 responding purchasers reported that there had been no
changes in end uses of scope PVA or PVB-grade PVA during January 2007-June 2010.°

U.S. producers, importers, and purchasers were requested to identify in their questionnaire
responses the principal factors they considered in determining the grade of scope PVA. Reported factors
included principally the degree of hydrolysis and viscosity, but also included particle size, presence of
any co-monomers, presence of tackifier and/or defoamer, and, for some applications, ash content.

> #%% reported that ***.

¢ The third responding distributor/purchaser, ***, reported that it did not compete with its suppliers. ***
purchases domestic scope PVA from **7*.

7 ##% ysed to produce PVB, which represents the largest single use of PVA in the United States.
8 ##% reported in their questionnaire responses that there are no substitutes for the PVA used to produce PVB.

9 *** reported, however, that a new application for PVB involved ***. In addition, *** reported that *** js ***
for PVB-grade PVA (***). However, Sekisui asserted at the hearing and in their posthearing brief that ethyl vinyl
acetate (EVA) competes with PVA for this application and the cheaper EVA accounts for about 82 percent of the
demand for this application (hearing transcript, p. 244, (Gabbert); and petitioner’s posthearing brief, Questions from
Commissioner Aranoff, pp. 41-42).
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Table 11-2
PVA: U.S. shipments of domestic producers and imports, by country sources and end uses, 2009

All other Total end-use
United States Taiwan countries application
End-use
application (1,000 pounds)

Adhesives o o b 20,592
Building materials o o o 7,620
Emulsion
polymerization o o o 19,192
Paper - - - 24,193
Pharmaceuticals e e e 835
PVB . . . .
Textile i i i 11,439
Other o o e 10,346
Unknown ok ok ok 15,616

Total . . 7.914 .
Note.—These data were reported for sales to end users and distributors.
Source: Compiled from data submitted in response to Commission questionnaires.

Figure 1I-1
PVA: U.S. sectoral demand for PVA during 2009

* * * * * * *

U.S. producers and importers were also requested to report for their U.S. commercial shipments
during 2009 the quantity of scope PVA produced in the United States and imported from Taiwan that was
standard products and specialty products; the definitions of standard and specialty grades of scope PVA
were provided in the questionnaires.'” The percentage shares of reported 2009 shipments of scope PVA
by grades and country of origin are shown in the tabulation on the following page.

' The definitions were provided by the petitioner in its response to the draft questionnaires.
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Percentage shares of shipments

Scope PVA grades United States Taiwan
Standard’ b b
Specialty? ok ok

Total 100.0 100.0

' Standard grades of scope PVA are products with a hydrolysis level of
85 percent or higher, and a 4 percent solution viscosity of less than 75cP.
This includes multi-component blends of products with these characteristics
but excludes any copolymer modified products.

2 Specialty grades of scope PVA are products with a hydrolysis level
lower than 85 percent OR with a 4 percent solution viscosity greater than
75cP OR with any kind of copolymer