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~ USITC REPORTS INJURY TO U.S. INDUSTRY FROM LTFV
IMPORTS OF KRAFT CONDENSER PAPER FROM FINLAND AND FRANCE

" The United States International Trade Cémhission foday notified
the Secretary of the Treasury that kraft condenser paper (KCP) from
Finland and France is being, or is likely to be, sold in the United
’States at less than fair value (LTFV).
| ConCufring in the determinations were Chairman Joseph 0. Parker,
Vice_Chairman Bill Alberger, and Commissioners George M. Moore, |
Catherine Bedell, and Paula Stern.

The Cqmmission's investiggtions Were instituted on June 5, 1979,
under section 201(a) of the Antidumping Act, 1921,  as amended. The
complaint which led to the Commission's fnvestigatidns was'fi)ed by
three domestic producersrof KCP--Schweitzer Division of the Kimberly-
Clark Corp., Crocker Technical Papers, Inc., and the Stevens Paper
..Mi11, Inc.--which accounted for virtually all domestic production of
KCP. In f978, U.S. imports of KCP from Finland and France amotunted
to 3.4 million poﬁnds, valued at $4.2 million. As a share of -con-

sumption, imports of KCP from Finland and France 1ncfeased from one

percent in 1976 to over T3'percent‘1n 1978.

more



USITC REPORTS INJURY TO U.S. INDUSTRY FROM LTFV IMPORTS OF KRAFT CONDENSER PABER
FROM FINLAMD AND FRANCE A

KCP is an exceptionally thin and costly paper made from specially
treated wood pulp and used primarily as an essential component in
certain types of condensers. Such condensers are used in telephone-
line systems, household appliances, airjconditioning units,
fluorescent lighting, and in other types of consumer goods.

The Commission!s public report, Kraft Condenser Paper From Finland

and France (USITC Publication 999), contains the views of the Commis-
sioners in the investigations (Nos. AA1921-204 and AA1921-205). Copies
may be obtained by calling (202) 523-5178; from the Office of the
Secretary, 701 E Street NW., Washington, D.C. 20436; or at the USITC's
New York office, 6 World Trade Center, Suite 629, New York, NY 10048,
telephone (212) 466-5598.
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[AA1921-204 and AA1921-205]
KRAFT CONDENSER PAPER FROM FINLAND AND FRANCE
Determinations of Injury

On the basis of facts developed during the course of investigations Nos.
AA1921-204 and AA1921-205, the Commission determines that an industry in the
United States is being injured, or is likely to be injured, by reason of the
importation of kraft condenser paper from Finland and France, provided for in
items 25?.40 and 256.30 of the Tariff Schedules of the United States, which the
Department of the Treasury has determined is being, or is likely to be, sold at
less than fair value within the ﬁeaning of the Antidumping Act, 1921, as amended
(19 U.S.C. 160 et seq.). 1/

On May 30, 1979, the United States International Trade Commission ;eceived
advice from the Department of the Treasury that kraft condenser paper from Finland
and France is being, or is likely to be, sold in the United States at less than
fair value.(LTFV) within the meaning of the Antidumping Act, 1921, as amended.
Accordingly, on June 5, 1979, the Commission voted to institute investigations Nos.
AA1921-204 (kraft condenser paper from Finland) and AA1921-205 (kraft condenser
paper from France), under section 201(a) of said act, to determine whether an
jndustry in the United States is being or is likely to be injured, or is prevented
from being established, by reason of the importation of such merchandise into the

United States.

1/ Chairman Joseph 0. Parker and Commissioners George M. Moore, Catherine Bedell,
and Paula Stern determine that an industry in the United States is being injured, or
is likely to be injured, by reason of the importation of kraft condenser paper from
Finland and France, provided for in items 252.40 and 256.30 of the Tariff Schedules
of the United States, which the Department of the Treasury has determined is being,
or is likely to be, sold at less than fair value within the meaning of the Anti-
dumping Act, 1921, as amended. Vice Chairman Bill Alberger determines that an
industry in the United States is being injured by reason of the importation of kraft
condenser paper from Finland and France, provided for in items 252.40 and 256.30 of -
the Tariff Schedules of the United States, which the Department of the Treasury has
determined is being, or is likely to be, sold at less than fair value within the
meaning of the Antidumping Act, 1921, as amended.



In connection with the investigations, a public hearing was held in Hartford,
Conn., on July 24 and 25, 1979. Notice of the institution of the investigations
and the public hearing was given by posting copies of the notice at the Office
of the Secretary, U.S. International Trade Commission, Washington, D.C., and at
the Commission's office in New York City, and by publishing the notice in the

Federal Register of June 13, 1979 (44 F.R. 33983).

The Treasury Department instituted its investigations after receiving a
complaint filed on June 27, 1978, from counsel acting on behalf of the Schweitzer
Division of the Kimberly-Clark Corp., Lee, Mass.; the Stevens Paper Mill, Inc.,
Westfield, Mass.; and Crocker Technical Papers, Inc., Fitchburg, Mass. Treasury's

notices of withholding of appraisement were published in the Federal Register of

February 20, 1979 (44 F.R. 10452-53), and its determinations of sales at LTFV were

published in the Federal Register of June 4, 1979 (44 F.R. 32063-64).

In arriving at its determinations, the Commission gave due consideration to
all written submissions from interested parties and information adduced at the
hearing as well as information obtained by the Commission's staff from question-

naires, personal interviews,. and other sources.
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Views of Chairman Joseph 0. Parker and
Commissioners George M. Moore and Catherine Bedell

Gn June 5, 1979, the Commission instituted investigations Nos.
AA1921-204 énd AA1921-205 under section 201(a) of the Antidumping Act, 1521,
to determine whether an industry in the United States is being or is likely
" to be injured, or is prevented from being established, 1/ by reason of the
importation of kraft condenser paper from Finland and France which the
- Department of the Treasury has determined is being, or is likely to be,
sold in the United States at less than féir value (LTFV). For purposes of
;hese investigations, kraft condenser paper is defined as capacitor tissue
or condenser paper containing 80 percent or more by weight of chemical
sulphafe or soda wood pulp based on total fiber content. This paper is
provided for in items 252.40 and 256.30 of the Tariff Schedules of the
United States.

After considering the information developed'in these investigations, we
have determined thgt an industry in the United States is being injured or is
likely to be injured, by reason of the importation of kraft condenser paper
from Finland and France which the Department of the Treasury has determined
is ﬁeing, or is likely to be, sold at LTFV within the meaning of the
Antidumping Act, 1921, as amended.

In making this determination, we have considered the relevant domestic
industry to consist of the facilities in the United States used to produce
kraft condenser paper. Four firms, all of which are located in Massachusetts
and Connecticut, currently produce kraft condenser paper; three firms account
for nearly all production of this pfoduct in thé United States.

The Department of the T;easury's examination of imports of kraft

condenser paper from Finland and France covered importations made during the

}/ Prevention of establishment of an industry is not an issue in these
investigations and will not be discussed further in this opinion.
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6-month period extending from February 1, 1978, through July 31, 1978.
During the period covered by Treasury's investigation, all imports from
Finland were produced by Tervakoski Osakeyhtio (TOY). Treasury examined
transactions accounting for 80 percent of TOY's sales to the United States
during this period and found less-than-fair-value margins on 80 percent
of the sales examined. The LTFV margins found on such imports range from
1.6 percent to 30.5 percent, with a weighted average margin for all sales
“examined of 15.3 percent. During the period covered by Treasury's investi-
gation of imports from France, all the French exports were produced by
Pafeteries Bollore, S.A., of France, and were sold to its U.S. subsidiary,
Bollore, Inc. Treasury found LTFV margins on 99 percent of these transactions
ranging from 28.9 percent to 50.9 percent, with a weighted average margin
of 42,6 percent.

It is the impact of these imports sold at the indicated margins with
which these investigations are concerned. As the Senate Committee on Finance
stated in its report on the Trade Act of 1974:

Conceptually, the Antidumping Act is not directed
toward forcing foreign suppliers to sell in the U.S.
market at the same prices that they sell at in their
home markets. Rather, the Act is primarily concerned
with the situation in which the margin of dumping
contributes to underselling the U.S. product ‘in the
domestic market, resulting in injury or likelihood
of injury to a domestic industry. Such injury may be
manifested by such indicators as supression or depression
of prices, loss of customers, and penetration of the
U.S. market. When clear indication of injury, or likeli-
hood of injury, exists there would be reason for making
an affirmative determination. 1/

In our judgment, the information gathered during these investigations

establishes a clear indication of injury or likelihood of injury.

1/ Trade Reform Act of 1974; Report of the Committee on Finance . . .,
S. Rept. No. 93-1298 (93d Cong., 2d sess.), 1974, p. 179,
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Since 1976, there has been a rapid and substantial increase in imports
from Finland and France. These imports increased from 207,000 pounds--
less than 1 percent of apparent consumption--in 1976 to 3.4 million pounds--
more than 13 percent of apparent consumption--in 1978. In that year, more
than twice as mﬁch kraft condenser paper was exported to the United States
from Finland and France as in the 3 previous years. This rapid increase
of imports at LTFV prices in 1978 had several consequences, each of which
had a negative impact on the domestic industry.

Although apparent domestic consumption of kraft condenser paper increased
by 16 percent from 1977 to 1978, domestic shipments increased by only 5
percent. Increased imports from France and Finland captured two-thirds
of the growth in the market in 1978 and occurred at a time when the domestic
industry had substantial unused capacity.

Pricing information obtained by the Commission indicates that most of
these increased imports were sold at prices below those of domestic
producers. In the period January 1978-May 1979, during which 75 percent of
all imports from Finland and France entered the United States, comparisons
of prices paid by individual customers for imported and domestically produced
condenser paper show that imports from Finland undersold domestic merchandise
in almost 90 percent of the comparisons, and those from France undersold
domestic merchandise in 86 percent of the comparisons.

The pricing information also shows that domestic producers generally
reducedbprices during 1978. Comparisons of the quarterly average weighted
prices of U.S. producers to their principal customers on six different
thicknesses of normal-density kraft condenser paper reveal that in every

quarter of 1978 the prices received for nearly all of. these products were

lower than in anv quarter in 1977.
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The Commission's investigation showed that the imports of kraft
condenser paper from Finland and France resulted in a substantial loss of
sales to the domestic industry. In nearly all the instances in which a loss
of sales was alleged, it was established that purchases of imported products
were made in lieu of available domestic products. The combination of a
loss of sales and reduced prices contributed to the decrease of profits in
the domestic industry from 1977 to 1978.

The investigation established that the injury to the domestic industry
.is likely to continue if imports from France and Finland continue to enter
the U.S. market at less than fair value. Although such imports from
France declined after the withholding of appraisement by Treasury, imports
from Finland during January-May 1979 increased sharply in comparison with
those in the corresponding period of 1978. Imports from France could be
expected to at least return to previous levels if a negative determination were
made under which products from France could be entered at LTFV.

During January-May 1979, U.S. producers' shipments and capacity
utilization declined in comparison with those in the corresponding period in
the preceding year, while the ratio of inventories to shipments increased
moderately.

Data which are avilable for January-May 1979 also indicate that,
notwithstanding some increases in prices during this period, the profitability
of the domestic industry has continued to deteriorate. These data also
indicaté that during this period the increase in prices did not keep pace with
cost increases. If kraft condenser paper continues to be sold at the
significant LTFV margins determined by the Department of the Treasury, it

is clear that they will be likely to continue to cause injury to the domestic

industry.



STATEMENT OF REASONS OF COMMISSIONER BILL ALBERGER

In order for the Commission to find in the affirmative in an investi-
gation under tﬁe Antidumping Act, 1921, as amended (19 U.S.C. 160(a)) it is
necessary to find that an industry in the United States is being or is
likely to be injured, or is prevented from being established,-l/ and
the injury or the likelihood thereof must be by reason of imports at less
-than fair value (LTFV). I find in the case of kraft condenser paper (KCP)
from France and Finland that the domestic industry is being injured by
reason of such imports which the Secretary of the Treasury (Treasury) has

determined are being, or are likely to be, sold at LTFV.

The imported article and the domestic industry

KCP, the subject of this investigation, is a capacitor or condenser
paper containing 80 percent or more by weight of chemical sulphate or soda
woodpulp based on total fiber content. I consider the relevant domestic
industry to consist of facilities in the United States which produce kraft
condenser paper. Four firms currently produce kraft condenser paper in
the United States. Three of the firms -- Crocker Technical Papers, Inc.
(Crocker), Fitchburg, Mass.; Schweitzer Division of Kimberly-Clark Corp.
(Schweitzer), Lee, Mass.; and the Stevens Paper Mill, Inc. (Stevens),
Westfield, Mass. -- account for nearly all production of kraft condenser
paper in the United States and were the originators of the complaint before

Treasury that resulted in these investigations. A fourth firm -- Dexter

1/ Prevention of establishment of an industry in this inquiry is not
in question and will not be discussed further in these views.



Corp., Windsor Locks, Conn. -- accounts for only a small proportion of

U.S. production of kraft condenser paper.

LTFV sales

Treasury's examination of imports of kraft condenser paper from
Finland and France covered importations made during the 6-month period
extending from February 1, 1978, through July 31, 1978. During this
period, all imports from Finland were produced by Tervakoski Oy and
margins were found on 80 percent of the sales examined. The LTFV margins
found on such imports from Finland ranged from 1.6 percent to 30.5 percent
of the fair market value of the sales, with a weighted average margin for
all sales examined of 15.3 percent of the fair market value. With regard
to the imports from France, all of the French exports were produced by
Pépeteries Bolloré, S.A., of France. LTFV margins were found on 99 percent
of the imports from France, and ranged from 28.9 percent to 50.9 percent of
the fair market value, with a weighted average margin of 42.6 percent of the

fair market value.

Injury by reason of LTFV sales

For the period 1974 through 1978, 1974 was the domestic industry's
finest year. Although it has recovered from a very poor year in 1975, the
domestic industry, by the end of 1978, still had not attained the 1974
levels for such economic indicia as production, shipments, exports, capacity
utilization, and profits. Consumption was up 6 percent over 1974 levels.

During the three years following the recession of 1975, the domestic

industry experienced a significant challenge from Finnish and French KCP



imports as it bid to capture a share of the market growth. Finnish and
French imports represeﬁted less than 1 percent of U.S. consumption in

1976, but by 1978 had a combined share of slightly over 13 percent. 1978
Finnish imports represented 7.1 percent of consumption while French imports
gained a 6.0 percent share of the market. From 1976 through 1978, the

U.S. market experienced a growth of 17 perceﬂt.

Production, shipments, and exports by U.S. producers of KCP were at
their high point in 1974, before dropping sharply during 1975. All of
these categories showed a marked recovery in 1976, but have shown little,
if any, growth since then. Year end 1978 figures for production, shipments,
and exports had not achieved 1974 levels and statistics for the first five
months of 1979 indicate little growth for U.S. producers this year. In
fact, shipments for January-May 1979 are down by 9 percent from the compar-
able period of 1978.

Capacity utilization for the U.S. KCP industry dropped by nearly half
from 1974 to 1975. Although it has climbed since 1976, capacity utilization
for U.S. producers continues to run more than 10 percent below~the.l974
level.

Employment, like the other categories in this industry, is down. 1978
year—-end figures were well below 1974 figures and while increased imports
have played a role in this drop, U.S. producers have contributed to this
situation as older, less efficient equipment has been retired.and existing
machinery has been updéted and made more productive. Worker productivity
for KCP production increased each year from 1974 through 1978.

Profitwise, the U.S. producers of KCP have seen their net profit to
net sales ratio dip from 14.8 percent in 1974 to 6.8 percent in 1978. A

further decline is evident in January-May 1979. It should be noted, too,
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that Schweitzer accounts for most of the data and that the smaller
producers have not fared nearly as well. Schweitzer accounts for more
than half of the KCP produced in the United States and has enjoyed profits

many times those of Stevens and Crocker.

Examination of the pricing patterns in this industry again points to
Schweitzer as a very dominant factor. 1In 1976, at approximately the same
~time French and Finnish imports were beginning their upward movement in
the U.S. market, Schweitzer announéed an aggressive pricing plan. The
plan may have been a reaction to domestic price competition, Or in anticipa-
tion of or in response to import éompetition. Regardless, the effect of the
plan in conjunction with the low priced imports was a downward pressure on
prices for other U.S. producers and a slowing down of the aggregate
industry recovery. In viewing the import prices vis a vis the price of
the comparable domestic product, the margin of underselling was, in most
instances, more than accounted for by the LTFV margins.

With regard to lost sales, the Commission was able to verify four
instances where imported KCP was chosen over the domestically produced
product. This amounted to approximately $3 million dollars in the aggregate
for 1977-78. 1t should be noted that some of these purchases were of
~ products not available in various sizes from U.S. producers and that a large
portion of these purchases were of products not available in acceptable
quality from more than one U.S. producer.

In conclusion, I must say that a decision in this investigation is
difficult. The role played by the dominant U.S. producer cannot be discounted.
That Schweitzer's pricing policy in 1976 played a part in holding prices QOyn

is clear. Further, were Schweitzer the sole producer of KCP in the U.S.,
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a finding of injury would be far more difficult to reach. However, the
law does not give the Commission the discretion to segregate the various
producers within an industry, save for the instance when regional injury
is a consideration. Production, shipments, exports, capacity utilization,
and profits are down. Inventories, although down for the industry as a
whole, are up for the two smaller producers. Prices have been held down
and there is evidence of lost sales to LTFV imports from both France and
Finland. Finally, what growth there has been in the domestic KCP market
since the entry of imports from France and Finland has largely been
captured by those imports. The doﬁestic industry has missed an opportunity
for market recovery and growth. On balance, I believe injury is present

by reason of LTFV sales.
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STATEMENT OF REASONS FOR THE DETERMINATION OF
COMMISSIONER PAULA STERN

On the basis of the information obtained in this investigation,
1 have determined that an industry in the United States is being injured by
reason of imports of kraft condenser paper from Finland and from France
sold at less than fair value within the meaning of the Antidumping Act
of 1921, as amended.

Imported Article

Kraft condenser paper (KCP) is a very thin, dense, and costly paper
which is made from specially treated wood pulp. The Commission's
investigation covered both varieties of kraft condenser paper (KCP) produced
in the United States, electrostatic and electrolytic KCP. 1/ These types of KCP are
provided for in items 252.40 and 256.30 of the Tariff Schedules of the United
Stafes. Ninety-five percent of KCP imported into the United States has been
of the electrostatic variety. The bulk of KCP is used as an essential
component in certain kinds of condensers. Ultimately, KCP becomes a part
of such consumer goods‘as telephone line systems, household appliances,
air conditioningunits anfl fluorescent lighting.

Significant quantities of KCP imports began entering the U. S. market
in 1977 and increased so rapidly that their share of apparent consumption
more than doubled in just two years, rising from 5.9 percent in 1977 to
13.1 percent in 1978. Treasury found less than fair value (LTFV) margins
ranging from 2 to 31 percent on 80 percent of those import sales from Finland

which it examined. On 100 percent of the sales examined from France, Treasury

1/ Upon advice from the Commission, Treasury concluded that electrolytic and
electrostatic KCP are of the same general class or kind. However, these two
varieties have different uses and constitute vastly different proportions both:of
imports into the United States and of domestic production. Treasury collected no
data on electrolytic KCP, yet its determination that sales of less than fair value
existed covered both categories. Thus, the Commission in this case is forced to
find injury to the entire KCP industry, even though there is no separate data
substantiating Treasury's determination that electrolytic KCP was in fact sold ‘at
less than fair value.
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found LTFV margins ranging from 29 to 51 percent.

Domestic Industry

In order to understand the character of the domestic industry, it is
important to note that the structure of the industry and the differences in
production capabilities of these firms had an important bearing on this case.
Size of market share and thus market power distinguish Schweitzer from ﬁhe
other two firms which produce electrostatic KCP. Schweitzer has consistently
dominated the U.S. KCP market, maintaining a market share substantially above
tﬂat of the two smaller firms. This domination has been reinforced by its
extremely aggressive pricing policy, highlighted by the 'VIP plan', 2/, which went
into effect in 1977. The struggle df the two smaller domestic producers’ to
compete with Sch&eitzer's stiff price comﬁetitioﬁ may have contributed to
their losses, which continued beyond the 1975 recession year.

Differences in production abilities of the industfy were also important.
Threé of the four domestic firms constituting the industry produce eléctrostatic
KCP: Schweitzer Division of Kimberly-Clark Corp., Crocker Teéhnical Papers,”Inc.
and Stevens Paper Mill, Inc.--all located in Massachusetts. These three were the
petitioners in this case. The record shows that quality considerations and
variety of product availability often influenced competition among the three
domestic producers of electrostatic KCP and between domestic produceré and
importers. Some types of KCP were reported to be unavailable from any U.S.
producers; in many other instances substitutes for imported products could
be obtained from only one domestic producer, Schweitzer. Evidence gathered
by the Commission also suégests that at least one of the two smaller producers
may have been incapable of producing certain types of'KCP in an acceptable
quélity. These differences in production capabilitieé influenced purchasing_»
decisions by limiting the number of suppliers for certain spécific needs.

Thus, size and production distinctions which characterize the domestic

industry indicate that its individual firms werenot equally vulnerable to the

2/ Volume Incentive Pricing Plan.
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impact of KCP imports. These peculiarities of the industry mad~ the analysis
by the Commission more difficult.

The Commission's Determination

In order to.make an affirmative finding, the Commission must decide
that the following two requirements of the law, as provided for in the
Antidumping Act of 1921, as amended, are fulfilled:

(1) that the industry be injured, and

(2) that injury be caused by imports which were sold at less
than fair market value.

The law gives the Commission a great deal of discretion in making its
determination, because no single check list can accurately determine
the exact degree of injury experienced by an industry nor asce;tain the existence
of-a definitive causal link between imports and injury. In order to evaluate
economic health of an industry, the Commission has customarily used the
traditional economic indicators for production and shipments, capacity,
capacity utilization, employment, sales and profitability. In analyzing
the indicators and the other information obtained’'in ‘this
investigation, I found that mitigating factors prevented me from drawing clear
conclusions in almost every instance. It was therefore with great difficulty
that I determined that the two requirements of the law outlined above have been
met.
Injury

Afte? evaluating all the relevant information, I believe that there is a
reasonable basis for determining that injury to the domestic industry exists.
This case required me to analyze the traditional indicators of injury in the
face of two important, potentially distorting, considerations: the cyclical
nature of the demand for KCP and the particular structure of the domestic

industry. Before reviewing the economic indicators which led to an affirmative
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injury finding, it is important to note the difficulties posed by these
considerations.

First, this industry's production must respond to cyclical demand.

Of the five yearé investigated by the Commission, 1974 (a profitable year, generally)
was clearly the most favorable for domestic producers. This peak in the

demand cycle was followed by a recession year, which considerably weakened

the entire industry. Data for 1976-78, however, reveal that the industry

had begun its recovery process. Because much of kraft condenser paper is
ultimately used in consumer goods such as appliances or in fluorescent

lighting, it is possible that this industry's recovery has been restraingd

by general economic conditions and the somewhat reduced consumer demand

resulting from these conditions.

Secondly, analysis of the evidence was often complicated by the fact
that all firms in the industry do not behave in the manner indicated by
aggregate figures. The performance of the market dominator, Schweitzer,
differs greatly from that of the two smaller producers of electrostatic
KCP. While Schweitzer~consistent1y exhibited a strong performance, the
much slower, and as yet incomplete, recoveries of Crocker and Stevens
have effectively continued to hold aggregate industry averages at low
levels.

With these two factors in mind, one can note that aggregate data for
almost all of the indicators followed the same general trend: very strong
performance in 1974, an uncharacteristically poor performance in the
recession year 1975, followed by performances in the period from 1976 through
1978 which, though weaker than in 1974, represent continuous improvement.
A slight deteriotation for the first 5 months of 1979 (as compared

with the January-May 1978) may be indicated.
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Capacity utilization fell from the 1974 level of 84.2 percent
to 72 percent in 1978. However, the industry average improved bf over
two percentage points between 1976 and 1978, when imports of KCP began to enter
the United States in significant quantities. 3/ It is significant that
producers have recently increased productivity enough to allow them to
retire a number of machines and some employeés while maintaining production
levels. Therefore, declines in employment and capacity figures in fhis
case do not necessarily indicate injury.

Figures for producers shipments, which are more meaningful than production
data, 4/ remained about even during the 1976-78 period, but have yet
to reach 1974 levels in terms of value Or quantity. Producers inventoriés,
however, collectively declined every year since 1975, as did the ratio
of inventories to shipments. Despite this decline in aggregate figures,
inventories of the two smaller firms increased considerably during the
1976;78 period.

Data for financial performance followed the same trends. Although
1974 was by far the most profitable year for the industry, the 1978 ratio
of net operating profit to net sales was 6.8 percent, an improvement over
1976's ratio of 5.4 percent. The difference between the performance
of the industry's largest firm and the two smaller producers is perhaps
most evident in this category, with one of the sﬁaller firms managing to

show only a small profit for the first time in 1978.

3/ Capacity utilization figures must be carefully scrutinized because at
least two producers included in capacity figures inactiveé machinery which
might be excessively costly to put back into use.

4/ Approximately 14 percent of all production becomes waste.
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It is apparent from the above indicators that, when taken as a
whole, the industry is injured. However, the difficulty facing the
Commission was to determine the existence of injury to the industry,
when the aggregate data disguise the uneven performances
of individual members of that industry. 1In short, it is not clear that
without the existence of ;he two smaller producers, who were suffering
severely even before LTFV imports entered the United States, a determination
of injury would be justified.

Idid not find that threat of injury or likelihood thereof exists in
this case. Foreign producers are operating at high levels of capacity
utilization and the performance of domestic producers has continued
to improve, even in the presence of current levels of imports.

By reason of LTFV imports

In determining whether injury was caused by dumped imports of KCP,
the Commission considered factors such as market penetration, lost sales,
and price suppression or depression.

Market penetration: Market penetration by imports of KCP was both
rapid and significant. Imports first entered the United States in
significant quantities in 1977. Both in terms of absolute quantities
and as a share of apparent domestic consumption, imports rose rapidly
in 1977 and 1978. Over the five-year period investigated by the Commission,
imports' share of the domestic market has increased from .6 percent in 1974
to 13.1 percent in 1978. Imports from Finland claimed 7.1 percent and those

from France 6.0 percent of consumption in 1978.
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Lost sales: The Commission investigation produced evidence of lost sales.
In the crucial period froy 1977 to 1978, apparent domestic consumption
increased by 3.7 million pounds, or- 16 percent.

Although some of this large increase in consumption did result in
increased purchases from domestic producers, domestic shipments rose
by only 6 percent. The data in fact show that all three firms producing
electrostatic KCP lost market share to imports. Because two-thirds of
the growth in the market was captured by foreign producers, domestic
préducers were not able to increase their share of the domestic market.
However, it had to be determined that these lost sales occurred
as a result of imports sold at less fhan fair value.

Because product availability, assurance of consistent supply, and
quality have played an influential role in U.S. purchasers' choice of
supplier, it was important to make a careful examination of these
norrpfice factors in relation to prices of imports. It is
clear that at least some of these 8ales would have occurred in
the absence of dumping.. The best evidence of the secondary natufe of price
is the fact that on occasion, domestic purchasers have paid higher prices
to two firms, in effect subsidizing them, in order to assure the
continued presence of an alternate supplier. The Commission has also
confirmed that purchasers experienced quality problems and interruptions
of supply, conditions giving rise to the need for an alternate supplier.
In addition, some of the products supplied by importers were simply

not available from U.S. producers.
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Furthermore, in evaluating the relationship between price and
purchases, one must take into account the unique role of the customer.
In this industry, the customer enjoys great leverage in determining
Prices. At times, both the presence of imports and institution in
1977 of Schweitzer's aggressive pricing policies may have been used by the
customer to manipulate prices downward. Therefore, even if the actions
of the customer were based on the ultimate motive of sustaining foreign
suppliers as insurance against inadequate domestic production--in terms of
delivery, quality, and price--rather than s