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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-1034 and 1035 (Preliminary)

CERTAIN COLOR TELEVISION RECEIVERS FROM CHINA AND MALAYSIA

DETERMINATIONS

On the basis of the record’ developed in the subject investigations, the United States
International Trade Commission (Commission) determines, pursuant to section 733(a) of the Tariff Act
of 1930 (19 U.S.C. § 1673b(a)) (the Act), that there is a reasonable indication that an industry in the
United States is materially injured by reason of imports from China and Malaysia of certain color
television receivers, provided for in subheadings 8528.12.28, 8528.12.32, 8528.12.36, 8528.12.40,
8528.12.44, 8528.12.48, 8528.12.52, and 8528.12.56 of the Harmonized Tariff Schedule of the United
States, that are alleged to be sold in the United States at less than fair value (LTFV).?

BACKGROUND

On May 2, 2003, a petition was filed with the Commission and Commerce by Five Rivers
Electronic Innovations, LLC, Greeneville, TN; the International Brotherhood of Electrical Workers
(“IBEW”), Washington, DC; and the IUE-CWA, the Industrial Division of the Communications Workers
of America, Washington, DC, alleging that an industry in the United States is materially injured and
threatened with further material injury by reason of LTFV imports of certain color television receivers
from China and Malaysia. Accordingly, effective May 2, 2003, the Commission instituted antidumping
duty investigations Nos. 731-TA-1034 and 1035 (Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference to be held
in connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register
of May 13, 2003 (68 FR 25627). The conference was held in Washington, DC, on May 23, 2003, 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).

2 Chairman Deanna Tanner Okun did not participate in these investigations.






VIEWS OF THE COMMISSION
Investigations Nos. 731-TA-1034 and 1035 (Preliminary)

CERTAIN COLOR TELEVISION RECEIVERS FROM CHINA AND MALAYSIA

Based on the record in these investigations, we determine that there is a reasonable indication
that an industry in the United States is materially injured by reason of imports of certain color television
receivers (“CTVs”) from China and Malaysia that are alleged to be sold in the United States at less than
fair value (“LTFV”).!

I THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard for preliminary antidumping and countervailing duty determinations requires
the Commission to determine, based upon the information available at the time, whether there is a
reasonable indication that a domestic industry is materially injured, threatened with material injury, or
that the establishment of an industry is materially retarded, by reason of the subject imports.> In applying
this standard, the Commission weighs the evidence before it and determines whether “(1) the record as a
whole contains clear and convincing evidence that there is no material injury or threat of such injury; and
(2) no likelihood exists that contrary evidence will arise in a final investigation.”

II. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. In General

In determining whether there is a reasonable indication that an industry in the United States is
materially injured or threatened with material injury by reason of imports of the subject merchandise, the
Commiission first defines the “domestic like product” and the “industry.” Section 771(4)(A) of the
Tariff Act of 1930, as amended (“the Act”), defines the relevant domestic industry as the “producers as a
[w]hole 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 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

! Chairman Deanna Tanner Okun did not participate in these determinations.

219 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994, 1001-1004 (Fed. Cir.

1986); Ranchers-Cattlemen Action Legal Foundation v. United States, 74 F. Supp.2d 1353, 1368-69 (Ct. Int’l Trade
1999).

3 American Lamb, 785 F.2d at 1001 (Fed. Cir. 1986); see also Texas Crushed Stone Co. v. United States, 35 F.3d
1535, 1543 (Fed. Cir. 1994).

419 US.C. § 1677(4)(A).

S19US.C. § 1677(4)(A).

519 U.S.C. § 1677(10).

7 See, e.g., NEC Corp. v. Department of Commerce, Slip Op. 98-164 at 8 (CIT, Dec. 15, 1998); Nippon Steel
Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749, n.3 (CIT
1990), affd, 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

3



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 the determination of the Department of Commerce (“Commerce”)
as to the scope of the imported merchandise allegedly subsidized or sold at LTFV, the Commission
determines what domestic product is like the imported articles Commerce has identified."

B. Product Description

In its notice of institution, Commerce defined the scope of these investigations as follows:
complete and incomplete direct-view or projection-type cathode-ray tube color television
receivers, with a video display diagonal exceeding 52 centimeters, whether or not
combined with video recording or reproducing apparatus, which are capable of receiving
a broadcast television signal and producing a video image. Specifically excluded from
these investigations are computer monitors or other video display devices that are not
capable of receiving a broadcast television signal.!!

For purposes of these investigations, complete CTVs are those that are fully assembled and ready
to function when purchased by the consumer. Incomplete CTVs contain all parts necessary for
manufacturing complete CTVs, and include CTVs designated as color television receiver kits,
unassembled CTVs, or unfinished CTVs. Incomplete CT Vs are imported by U.S. producers and
assembled into complete CTVs in U.S. production facilities.'?

A CTV is an electronic product capable of receiving a broadcast television signal and producing
a video image.”> Consumers use these products for watching broadcasts directly off the air or from a
cable source. CTVs may also be used as display units for video games, video cassette recorders
(“VCRs”), digital video disc (“DVD”) players, or computers. Combination CTVs contain in the same

including: (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 (CIT 1996).

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

® Nippon Steel, 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.”).

" Hosiden Corp. v. Advanced Display Mfts., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find single
like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F. Supp. at
748-752 (affirming Commission determination of six like products in investigations where Commerce found five
classes or kinds).

1 68 Fed. Reg. 32013 (May 29, 2003). CTVs with flat panel displays (which incorporate a display technology
other than a color picture tube, such as plasma or liquid crystal display) are not included in the scope of these
investigations; there is no domestic production of such televisions. The scope does include so-called “flat-screen”
CTVs, which have a color picture tube with a flat faceplate. '

12 CR at I-6; PR at I-4. For the purpose of these investigations, incomplete CTVs consist of a color picture tube
and a printed circuit board or ceramic substrate with components assembled onto the printed circuit board or
ceramic substrate, designed to perform the intermediate frequency amplification function and the picture and aundio
demodulation functions of a color television receiver. See Commerce Notice of Initiation 68 Fed. Reg. 32013 (May
29, 2003).

B CR atI-3; PR at I-2.




cabinet a videocassette recorder/player and/or DVD player. The CTVs subject to investigation range in
screen size from 21 inches to over 35 inches and include direct-view and projection CTVs. In addition to
screen-size and direct-view versus projection, CTVs within the scope of these investigations may be
distinguished from one another by a number of characteristics, including curved screen color picture tube
(“CPT”) versus flat-screen CPT, aspect ratio, analog versus digital, and feature level.’®

Direct-view CTVs display the image on a single CPT that is viewed directly. In contrast,
projection CTVs generally use three monochrome cathode ray tubes (“CRTs”) - red, green, and blue - to
project a color image onto a separate screen that is viewed.’® Projection CTVs may be either front-
projection, where the image is projected onto the front of a reflective screen, like the screen of a movie
theater, or rear-projection, where the image is projected onto the rear of a translucent screen and viewed
through the screen. A projection television performs the same function as a direct view CTV, but is
much larger and typically more expensive.'” Because of their size, most projection televisions sold in the
United States are domestically produced.

C. Domestic Like Product Issues

Petitioners'® assert that there is only one domestic like product which is coextensive with the
scope of these investigations, specifically, “complete and incomplete direct view or projection type
cathode-ray tube color television receivers, with video display diagonal exceeding 52 cm (in effect, 21
inches and larger), whether or not combined with video recording or reproducing apparatus.”’
Respondents have not challenged petitioners’ domestic like product definition.

Given the lack of any alternative like product arguments, the existence of a domestically-
produced equivalent to the imported product, and the apparent lack of any similar domestically-produced
substitute product,” we define the domestic like product to be coextensive with the scope of the subject
merchandise.

1 Flat-screen CPTs do not distort the image around the edge of the viewing area as do traditional curved-screen
CPTs. Another advantage of the flat screen is less glare compared to curved-screen CPTs. There is a price
premium to be paid for a flat screen, but that premium is shrinking. CR at I-4; PR at I-3.

5 CR at I-3; PR at I-2.

Aspect ratio: the aspect ratio is the ratio of picture width to picture height. CR and PR Appendix D at 3.

Analog: analog signals are data transmissions that use continuously varying electrical voltages. Analog
video, whether transmitted over cables or read from video tapes or broadcast, is subject to degradation due to noise,
distortion, and other electronic interference. CR and PR Appendix D at 3.

Digital: digital signals are data transmissions that use binary numbers. They are virtually immune to
noise, distortion, crosstalk, and other quality problems associated with analog data transmissions. The digital signal
can be compressed, allowing it to carry up to 5 times more information using the same amount of bandwidth as an
existing analog signal. CR and PR Appendix D at 3.

There is an ongoing shift in the U.S. market from analog to digital television broadcasting. CR at I-4 - I-5;
PR at I-3.

6 CR at I-3; PR at I-2.

7 CR at I-4; PR at I-2.

18 The petition was filed by Five Rivers Electronic Innovations, LLC (“Five Rivers”), the International
Brotherhood of Electrical Workers, and the IUE-CWA, the International Division of the Communications Workers
of America. CR atI-1; PR atI-1.

¥ CR atI-3; PR at I-2.

® The record in these preliminary investigations indicates that there was some limited domestic production of
CTVs under 21 inches between 2000 and 2002 by one domestic producer. In the final phase of these investigations,
we intend to gather further information about domestic production of CTVs under 21 inches.
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D. Domestic Industry

The domestic industry is defined as “the producers as a [w]hole of a domestic like product . . .”*!

In defining the domestic industry, the Commission generally includes in the industry all of the domestic
production of the like product, whether toll-produced, captively consumed, or sold in the domestic
merchant market.*?

1. Sufficient Production-Related Activities

Chinese respondents argued that Petitioner Five Rivers should be excluded from the domestic
industry because it is an assembler and has insufficient production-related activities in the United States
to be considered a domestic producer of the domestic like product.” Five Rivers claimed that, although
it is an assembler of CTVs, it nevertheless performs sufficient production-related activities to be included
in the domestic industry.**

In deciding whether a firm qualifies as a domestic producer, the Commission analyzes the overall
nature of a firm's production-related activities in the United States; production-related activity at
minimum levels could be insufficient to constitute domestic production. The Commission generally
considers six factors:

(1) source and extent of the firm's capital investment;

(2) technical expertise involved in U.S. production activities;

(3) value added to the product in the United States;

(4) employment levels;

(5) quantity and type of parts sourced in the United States; and

(6) any other costs and activities in the United States directly leading to production of the
like product.

No single factor is determinative and the Commission may consider any other factors it deems
relevant in light of the specific facts of any investigation.”

Based on the record in these preliminary investigations, we find that Five Rivers’ CTV assembly
operations constitute sufficient domestic production-related activity to be included in the domestic
industry. Five Rivers reported that it spent $*** on new production related facilities and equipment in
2002. It operates a state-of-the-art facility with *** 2 Five Rivers’ assembly process alone provided

219 U.S.C. § 1677(4)(A).

2 See United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (CIT 1994), affd, 96 F.3d 1352
(Fed. Cir. 1996).

3 Chinese Respondents Postconference Br. at 12. Malaysian Respondents have taken no position on whether
Five Rivers should be excluded from the domestic industry.

% Petitioners Postconference Br. at 4.

% See DRAMs and DRAM Modules from Korea, Inv. No. 701-TA-431 (Preliminary), USITC Pub. 3569
(December 2002) at 7-11(casing activities are production); Pure Magnesium from China and Israel, Inv. Nos. 701-
TA-403 (Final) and 731-TA-895-96 (Final), USITC Pub. 3467 (November 2001) at 9-11 (finding that grinding was
sufficient production related activity to constitute “production” in that case, although noting that the evidence was
mixed).

% The cabinet-making operations belong to a company that is related to petitioner but did not join the petition.
As such, respondents have argued that the cabinet-making operations should not factor into the Commission’s
decision whether to include Five Rivers in the domestic industry since those operations will not factor into the
injury determination. See Chinese Respondents Posthearing Br. at 15.

6



$*** (roughly equivalent to *** percent of the value of its total shipments) in added value to the finished
product in 2002.%” In addition, *** of the color picture tubes used by Five Rivers in 2002, the primary
and most expensive component of a CTV, were purchased from U.S. producers. Finally, Five Rivers
reported that when fully operational, it employs *** workers who are engaged both directly and
indirectly in the production of CTVs.?® For these reasons, we do not exclude Five Rivers from the
domestic industry.

We therefore find, for purposes of this preliminary phase, that the domestic industry consists of
seven U.S. firms, including Five Rivers, that manufactured CTVs during all or part of the period
examined. However, in any phase of these investigations we intend to seek additional information
regarding whether any domestic producers should be excluded from the domestic industry based on
insufficient production-related activities in the United States.

2. Related Parties

We must further determine whether any producer of the domestic like product should be
excluded from the domestic industry pursuant to section 771(4)(B) of the Act. That provision of the
statute 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
importers.” Exclusion of such a producer is within the Commission’s discretion based upon the facts
presented in each case.*

In 2001 and 2002, domestic producer *** imported subject merchandise from ***, and thus is a
related party. We do not, however, find that appropriate circumstances exist to exclude *** from the
domestic industry for purposes of these preliminary investigations. *** and is ***. In 2000, when ***,
producing *** CTV units, it imported no subject imports from ****' In 2001 ***. In 2002, that number
had declined to *** units.*> In 2001 and 2002, *** imported *** units and *** units respectively from
China and Malaysia. Although the volume of subject merchandise imported by *** in 2001 and 2002
was *** jts domestic production in those years, this was due to the fact that it was ***. The record does
not indicate that *** reduced *** domestic production in order to benefit from subject imports. Rather,
*** stated in its questionnaire response that *** 3 *** financial performance, which was ***,** does not

77 Petitioners Postconference Br. at 7.

2 Petitioners Postconference Br. at 6, 7.

% 19U.S.C. § 1677(4)(B).

30 Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’1 Trade 1989), aff’d without opinion, 904
F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’l Trade 1987). The
primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the
related parties include: (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 producers 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, 1168 (Ct. Int’l Trade 1992), afd 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 interests of the related producers lie in domestic production or in
importation. See, e.g., Melamine Institutional Dinnerware from China, Indonesia, and Taiwan, Inv. Nos. 731-TA-
741-743 (Final), USITC Pub. 3016 (Feb. 1997) at 14, n.81.

31 #xx Importer Questionnaire Response at 4.

32 CR at I1-6 and III-1; PR at I1-4 and III-1.

3 CR Appendix F at 3 and ITI-1; PR at Appendix F at 3 and III-1.

34 xx% Questionnaire Response at 6.




indicate that it benefitted from the subject imports or that the inclusion of its data would present a
distorted view of the domestic industry.

For these reasons we find that appropriate circumstances do not exist to exclude *** from the
domestic industry as a related party.

111. CUMULATION OF SUBJECT IMPORTS
A. In General®

For purposes of evaluating the volume and price effects for a determination of reasonable
indication of material injury by reason of the subject imports, section 771(7)(G)(i) of the Act requires the
Commission to assess cumulatively the volume and effect of imports of the subject merchandise from all
countries as to which petitions were filed and/or investigations self-initiated by Commerce on the same
day, if such imports compete with each other and with domestic like products in the U.S. market.** In
assessing whether subject imports compete with each other and with the domestic like product,’’ the
Commission has generally considered four factors, including:

(1) the degree of fungibility between the subject imports from different countries and
between imports and the domestic like product, including consideration of specific
customer requirements and other quality related questions;

2 the presence of sales or offers to sell in the same geographic markets of subject
imports from different countries and the domestic like product;

?3) the existence of common or similar channels of distribution for subject imports from
different countries and the domestic like product; and

4 whether the subject imports are simultaneously present in the market.*®

While no single factor is necessarily determinative, and the list of factors is not exclusive, these
factors are intended to provide the Commission with a framework for determining whether the subject
imports compete with each other and with the domestic like product.** Only a “reasonable overlap” of
competition is required.*’

35 We note that the volume of the subject imports from China and Malaysia each accounted for 10 percent of
total imports of CTVs to the U.S. market in 2002. Therefore, imports from neither country are negligible under the
statute, 19 U.S.C.§1677(24), and negligibility is not an issue in these investigations. CR and PR at Table C-1.

%19 U.S.C. § 1677(7)(G)(i).

37 The SAA expressly states that “the new section will not affect current Commission practice under which the
statutory requirement is satisfied if there is a reasonable overlap of competition.” SAA at 848, citing Fundicao
Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int’l Trade 1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988).

38 See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Inv. Nos.
731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States, 678 F. Supp.
898 (Ct. Int’l Trade), af’d, 859 F.2d 915 (Fed. Cir. 1988).

% See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’1 Trade 1989).

0 See Goss Graphic System, Inc. v. United States, 33 F. Supp. 2d 1082, 1087 (Ct. Int’1 Trade 1998)
(“cumulation does not require two products to be highly fungible””); Mukand Ltd. v. United States, 937 F. Supp.
910, 916 (Ct. Int’l Trade 1996); Wieland Werke, 718 F. Supp. at 52 (“Completely overlapping markets are not
required.”).




B. Analysis

No party in this preliminary phase argued against cuarmulation of the subject imports. The
petitions were filed with respect to both subject countries on the same day, and based on the four factors
that the Commission considers in analyzing cumulation, we find that there is a reasonable overlap of
competition.

The record in these preliminary investigations indicates that subject imports are substantially
interchangeable with the domestic like product and with one another. The record indicates a significant
overlap among subject imports from China, subject imports from Malaysia, and the domestic product
with respect to screen sizes and product types.*! Chinese and Malaysian respondents concede that
products sold by domestic producer *** directly compete with subject imports from China and
Malaysia.** Ten out of 13 responding importers stated that imports from China were either always,
frequently, or sometimes interchangeable with the domestic like product; 8 out of 11 importers stated that
imports from Malaysia were either always, frequently, or sometimes interchangeable with the domestic
product; and 7 out of 9 importers also reported that imports from China were either always, frequently, or
sometimes interchangeable with imports from Malaysia.*

Subject imports entered the U.S. market throughout the period of investigation. Since all
producers and three-quarters of importers of subject merchandise sell CTVs on a nationwide basis* and
subject imports from China and Malaysia are sold side-by-side in some of the same retail stores as the
domestic like product, we find that the subject imports and domestically produced CTVs were
simultaneously present in the same geographic markets during the period examined.*’

‘While most domestic products and subject imports are not sold through the same channels of
distribution, there is some degree of overlap. Domestic CTVs are primarily sold by producers directly to
retailers.** Most subject imports are sold by importers to large retail chains or are sold by importers to
distributors, who in turn sell to retailers. Recently, however, some subject imports from Malaysia have
been imported directly by retailers such as *** and Wal-Mart Stores, Inc. (“Wal-Mart”)*’ for everyday
sales or special sales events.*

Thus, we find that there is a reasonable overlap of competition among subject imports and the
domestic like product, and we cumulatively assess the volume and effects of the subject imports from
China and Malaysia in making our injury determinations.

“ CR and PR Tables I1I-4, I1I-5, IV-3, IV-4, IV-5 and IV-6. For example, in 2002, the majority of domestically
produced CTVs, as well as imports from both China and Malaysia, were direct-view CTVs in the 21-26 inch and
27-31 inch screen size categories.

42 CR at II-3; PR at II-2.

“ CR and PR Table II-4.

“ CR at II-1, PR at II-1.

4 Conference Tr. at 129.

% CR at II-1; PR at II-1.

4T CR atII-1; PR at II-1.

“# CR at II-1, PR at II-1.



Iv. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF ALLEGEDLY
LTFV IMPORTS®

In the preliminary phase of antidumping duty investigations, the Commission determines whether
there is a reasonable indication that an industry in the United States is materially injured 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 there is a reasonable indication that 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.”

For the reasons discussed below, we determine that there is a reasonable indication that the
domestic industry is materially injured by reason of subject imports of CTVs from China and Malaysia.

A. Conditions of Competition

When performing our analysis in these investigations, we took into account the following
conditions of competition.

Domestic demand for CTVs, as measured by apparent domestic consumption, increased by 19.2
percent between 2000 and 2002, from 15.6 million units in 2000 to 18.6 million units in 2002. However,
demand was lower in January-March (“interin?”) 2003 (3.2 million units) compared to interim 2002 (3.7
million units).”® The trend in U.S. demand has been towards flat screens, larger screen sizes, and digital
televisions. There has also been some shift to non-CRT CTVs (which are not within the scope of the
investigations), such as plasma and LCD, during the period examined.**

The domestic CTV market is characterized by price erosion over time, due to technology
improvements that both increase quality and decrease cost. As with other goods such as automobiles,
new models may come out every year, or more often, that are slightly different in style or performance
from previous models and incorporate updated pricing or features. The consumer price index for

* The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. Commerce estimated that dumping margins for
imports of subject CTVs from China were 49.50 ad valorem for 27-inch curved screen CTVs and 78.45 percent ad
valorem for 27-inch flat screen CTVs. Estimated dumping margins for imports of subject CTVs from Malaysia
were 30.88 percent ad valorem based on a comparison between export price and the third-country price and 47.02
percent ad valorem based on a price-to-constructed value comparison.

% 19 U.S.C. §1673b(a).

5119 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 . . . [a]nd explain in full its relevance to the determination.” 19
U.S.C. § 1677(7)(B). See also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

219 U.S.C. § 1677(7)(A).

319 U.S.C. § 1677(7)(C)(iii).

#19U.S.C. § 1677(7)(C)(iii).

% CR at II-9; PR at II-5.

56 CR at II-9; PR at II-5. Two producers and three importers noted the existence of substitutes for CTVs (with
*¥* being counted as a producer). Both producers noted plasma and LCD TVs (which are not within the scope of
these investigations) as substitutes. Importers *** reported the same, with *** adding that LCD and plasma screens
are much more expensive than CRT-based CTVs. CR at II-10; PR at II-5.
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televisions has decreased each year since 1981.%

Over the period examined, there were seven domestic producers of CTVs in the United States:
Five Rivers; Matsushita Kotobuki Electronics Industries of America, Inc. (“MKA”); Orion America, Inc.
(“Orion”); Sanyo Manufacturing Corp. (“Sanyo”); Sharp Manufacturing Corporation of America
(“Sharp”); Sony Corporation of America (“Sony”); and Toshiba America Consumer Products, Inc.
(“Toshiba”).”®* Between 2000 and 2002, Sharp completed the transfer of its U.S. manufacturing
operations to Mexico.” Of the six remaining domestic producers at the end of the period examined, only
Five Rivers is a petitioner.5® *¥* 6! sk 62 Al the domestic producers except Five Rivers are owned
directly or indirectly by Japanese companies, and many have affiliates that produce CTVs in other
countries including the subject countries and Mexico.®

All producers and three quarters of importers sell CTVs on a nationwide basis.** Most domestic
producers sell their CTVs directly to retail outlets. Five Rivers, however, assembles CTVs for *** which
then sell the CTVs to retailers under their brand name.%® This arrangement is known in the industry as
“badging.”* Badging is thus a contractual arrangement in which one company will pay a second
company to assemble CTVs with certain specifications and to place the first company’s brand on the
finished product. Badging is a common practice in the industry; several domestic producers regularly
assemble CTVs for other CTV producers.®’

Four of six domestic producers noted that they sold 100 percent of their CTVs via contracts.®*
Contracts are generally one year in length and include a fixed price with at least an estimated quantity.
Of the remaining two domestic producers, *** noted that it sold *** percent of its production on a
contract basis, while *** sold *** percent of its product on the spot market. Ten of 12 responding
importers reported selling 100 percent of their CTVs on the spot market, and the remaining two either
sold or purchased exclusively via contracts.®

The parties disagreed as to the extent of direct competition between subject imports and the
domestic product given the differences in brand name, perceived product quality, and product type
between the subject imports and domestic product. Respondents argued that brand names have a large
impact on pricing and perceived quality in the CTV market.”” Domestic purchasers Sears Roebuck and
Co. (“Sears”) and Wal-Mart reported that within the CTV market, purchasing decisions are highly
influenced by consumer perceptions of quality and value, which are directly related to brand awareness
and brand positioning.” Thus, respondents asserted, most subject imports, which are not sold under well
known brand names, have lower perceived quality and hence price.

5T CR at V-7 - V-8; PR at V-6.

% CR at ITI-1; PR at ITI-1.

% CR at IlI-1; PR at ITI-1.

% CR and PR Table III-1.

! CR and PR Table III-1.

2 CR and PR Table ITI-1.

¢ CR at ITI-1; PR at ITI-1.

% CRatII-1; PR at II-1.

% CR atII-1; PR at II-1.

% Five Rivers does have a brand of its own. Conference Tr. at 61-62.
% CR at II-1; PR at I1-1.

% CR at V-3; PR at V-3.

% CR at V-3; PR at V-3.

 CR at II-3, PR at I1-2.

7t Sears Postconference Br. at 3; Wal-Mart Postconference Br. at 2.
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Respondents and purchasers further alleged that the CTV market is broken down into three
segments, or tiers, on the basis of brand name; “good,” “better,” and “best.”’> The opening price point
(“OPP”) segment is the lowest price segment in the market. Respondents and purchasers claimed that
OPP sales are characterized by CTVs with very basic features, bearing lesser-known brand names such as
Daewoo, Orion (which also uses the Sansui brand), and Goldstar.” According to respondents, Orion is
the only domestic producer that competes in the OPP segment of the market.”* The second tier is
comprised of well known brands such as Toshiba, Philips, Magnavox and RCA, which are considered the
“mid-level” brands by consumers.” The third (or top) tier is dominated by highly regarded brands,
mainly Sony, and a few others, which offer high-end features and components and command the highest
prices for their products.”™

Petitioners, on the other hand, argued that the CTV market has become so price competitive that
brands have become much less influential in the price structure.”’ Petitioners described Sony as the only
brand that can demand a premium in the market for a CTV that has features similar to those of another
maker.” Petitioners also stated that newer brands in the marketplace, such as the Chinese and Malaysian
brands, have to be priced aggressively to enter the market, but that requirement fades as consumers
become more familiar with their products.” Petitioners also asserted that subject imports are not limited
to basic, OPP models, pointing to subject import models with a full range of features, including some
projection CTV models.* Moreover, petitioners state that several domestic producers compete in the
OPP market.*

CTVs are sold to consumers primarily through national mass retail stores. Recently, these
retailers have increased their market share significantly, and have increased their purchasing power as
well. The top five retailers accounted for about 65 to 70 percent of all sets sold in the U.S. market in
2002, compared to about 40 percent 10 years ago.** Wal-Mart and *** are the two largest mass retailers
of CTVs in the United States; they offer domestically produced CTVs, subject imports, and nonsubject
imports for sale in stores nationwide.*® Wal-Mart *** stated that they market CTVs of Chinese and
Malaysian origin *** and for **** In contrast, everyday sales account for the vast majority of Wal-
Mart’s total sales of CTVs but only a small percentage of its imports.*

Wal-Mart stressed that it imported a large volume of subject merchandise for its huge post-
Thanksgiving “Blitz” sale and that the volume of its subject imports for that special sale far exceeds the

2 CR at II-2; PR at [I-2. We note that in its December 2000 and March 2001 issues, Consumer Reports divided
the CTV market into three quality tiers roughly coextensive with the three tiers defined by respondents.

” Conference Tr. at 101.

™ Conference Tr. at 103.

75 Sears Postconference Br. at 2.

76 Sears Postconference Br. at 2.

77 Petitioners Postconference Br. at 17.

8 Conference Tr. at 68.

" Conference Tr. at 70.

% The catalog of Apex Digital, Inc. (“Apex”), a U.S. importer of subject merchandise from China, includes a
full range of higher-end CTVs Apex markets as its “GT Series,” “premium Series,” and “Projection TV Series.”
These CTVs feature various higher-end features, including “Pure Flat” picture tubes, high definition technology,
projection screens, and screen sizes of up to 65 inches. See June 4, 2003 submission by Apex of its catalog of
products sold on the U.S. market.

8 CR at II-3; PR at II-2.

8 Conference Tr. at 33-34.

8 Conference Tr. at 108; CR at Table II-2; CR at II-1.

8 Conference Tr. at 122.

8 Wal-Mart Postconference Br. at 4.
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volume of its subject imports for everyday sales.*® Wal-Mart further stated that no domestic producer
could or would meet its strict non-price requirements for supplying products for this sale. In particular, a
supplier has to be able to provide a huge volume (more than *** units), with reliable on-time delivery,

for the day after Thanksgiving.®” The supplier must have a proven track record of reliability with Wal-
Mart. Wal-Mart stated that the contract for this special sale is very different than for its everyday sales:
the product goes through a separate bidding process involving ***, is ordered approximately *** months
in advance, arrives in containers *** months before Thanksgiving, and is sold on pallets in the middle of
aisles rather than in the electronics department.®

In the final phase of these investigations we intend to seek more information on the extent to
which subject imports and the U.S. product compete, both directly and indirectly, in the U.S. market,
including the effects, if any, that OPP and special promotional sales (such as Wal-Mart’s post-
Thanksgiving Blitz) have on prices in the rest of the CTV market. In addition, we will seek information
on brand recognition and market tiers, and will explore their significance with respect to prices of the
domestic and imported products. We note, however, that the record in these preliminary investigations
indicates that CTVs from subject countries often have the same or similar features as domestically-
produced CTVs and that a significant number of subject CTVs sold in the U.S. market have higher-end
features.*

Finally, nonsubject imports from Mexico supply most of the U.S. market and were by far the
largest source of imported CTVs during the period of investigation.”® Several domestic producers such
as *** also produce CTVs in Mexico and import them into the United States.”’ In addition, domestic
producers manufacture components in Mexico and assemble them in the United States. We intend to
explore further in any final phase the role of nonsubject imports in the U.S. market.

B. Yolume of the 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.”®?

The volume of cumulated subject imports increased more than ten-fold over the period of
investigation,”® from 210,000 units in 2000 to 2.7 million units in 2002.°* The most drastic increase
occurred between 2001 and 2002 during which the subject imports increased from 371,000 to 2.7 million
units.”> There was a similar increase in the value of subject imports from $91 million in 2001 to $518

% Wal-Mart Postconference Br. at 4. “On Friday, November 29, 2002, Wal-Mart sold over $1.4 billion in
merchandise. Included within that merchandise was a promotional 27 inch CTV unit that Funai supplied.” Wal-
Mart sold *** subject CTVs on that day in 2002. Testimony of Wal-Mart representative, Conference Tr. at 104;
Wal-Mart Importer Questionnaire response at 4.

87 Conference Tr. at 105.

8 Wal-Mart Postconference Br. at 6.

% CR and PR Table I1I-4 - I1I-5 and IV-3 - IV-5. See also, June 4, 2003 submission by Apex of its catalog of
products sold on the U.S. market.

% Imports from Mexico were 97.1 percent of total imports in 2000 and were 77.5 percent of total imports in
2002. CR and PR Table IV-1.

L CR at ITI-1; PR at III-1.

219 U.S.C. § 1677(7)(C)).

% CR and PR Table IV-1.

% CR and PR Table IV-1.

% CR and PR Table IV-1.
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million in 2002.°° Subject imports continued to increase in interim 2003, when they totaled 361,000
units, compared to interim 2002, when subject imports totaled 143,000 units.”’

As a share of apparent domestic consumption, subject imports increased from 1.3 percent in 2000
to 14.2 percent in 2002.*® Most of this increase occurred between 2001 and 2002, when subject import
market share rose from 2.3 percent to 14.2 percent. Subject import market share also increased between
the interim periods; it was 11.4 percent in interim 2003 compared to 3.8 percent in interim 2002. The
domestic industry’s market share declined from 2000 to 2002, from 32.6 percent in 2000 to 29.5 percent
in 2001 and 25.3 percent in 2002.”° During this same period, the market share of nonsubject imports, by
quantity, also declined from 66.1 percent in 2000 to 60.5 percent in 2002.'® Thus, subject import market
share increased to a significant degree at the expense of domestic producers as well as nonsubject
imports.

Based on the above, we find for the purposes of these preliminary investigations that the volume
and increase in volume of subject imports are significant both in absolute terms and relative to domestic
consumption in the United States.

C. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of the subject imports,
the Commission shall consider whether —

@ there has been significant price underselling by the imported merchandise as
compared with the price of domestic like products of the United States, and

1)) 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 Commission requested U.S. producers and importers of CTVs to provide quarterly f.o.b.
data for the total quantity and value of CTVs that were shipped to unrelated purchasers in the U.S.
market for the period January 2000 to March 2003. Pricing data were requested for seven narrowly
defined product categories, with sales to the retail market and to original equipment manufacturers
(“OEMs”) reported separately.

Usable pricing data were received from four producers and seven importers.'®* Pricing data
reported by these firms accounted for 35.8 percent of U.S. producers’ shipments of CTVs and 28.9
percent and 1.0 percent of U.S. shipments of subject imports from China and Malaysia, respectively, in
2002.1%

% CR and PR Table IV-1.

7 CR and PR Table IV-1.

% In terms of value, subject imports adhered to a similar trend, increasing their market share from 0.7 percent in
2000 to 7.1 percent in 2002. As a share of apparent domestic production quantity, subject imports increased from
3.7 percent in 2000 to 54.1 percent in 2002. CR and PR at Table C-1.

* CR and PR at Table C-1 (as share of apparent domestic consumption).

1% CR and PR at Table C-1 (as share of apparent domestic consumption).

101 19 U.S.C. § 1677(7)(C)(ii).

192 CR at V-7; CR at V-5.

1% Some of the subject imports from Malaysia were imported directly by retailers such as *** and Wal-Mart. CR
atII-1; PR at II-1. These data, (presented at CR and PR at Table V-8), which account for *** percent of subject
imports from Malaysia in 2002, could not be used for direct price comparisons because they were at a different level
of trade than other imports. With these data, however, the pricing coverage for Malaysia is *** percent. CR at V-7,
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Subject imports consistently undersold the domestic like product during the period of
investigation."™ Subject imports undersold the domestic like product in all 38 possible price
comparisons.'”® Margins of underselling ranged from 1.6 percent to 50.3 percent, with approximately 60
percent of those margins ranging between 10 and 30 percent underselling.'® We find this underselling to
be significant.

Domestic prices, as well as those of the subject imports, trended downward throughout the
period of investigation. For domestic CTVs sold to the retail market, the decline in prices ranged from
*®k percent (product ***) to *** percent (product ***) over the quarters for which data were available.
For sales to the OEM market, prices fell just over *** percent for each of the three products. Prices for
six of the seven products imported from China and Malaysia sold to the retail market fell by between ***
and *** percent, while the price for product *** increased by *** percent.'” For products *** imported
and sold by retailers, the landed, duty-paid prices decreased by between *** percent (product ***) and
**¥ percent (product ***) over the quarters for which data were available.'®

As noted earlier, the CTV market is characterized by price erosion over time.'” However, the
record indicates that in the domestic product categories (such as products *** and ***) that had similar
features to subject imports and competed directly with them, domestic prices declined at a faster rate than
the 4.3-percent average decline in the consumer price index for televisions between 1995 and 2001. We
thus find that subject imports had significant price depressing effects.''?

For the reasons stated above we find that the subject imports have had significant negative
effects on prices of the domestic like product during the period of investigation. We will examine further
the factors impacting domestic prices in any final phase of these investigations.'"!

D. Impact of the Subject Imports

Section 771(7)(C)(iii) 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

PR at 5.

1% CR and PR Tables V-1 - V-4 and E-1-E-2.

105 CR and PR Tables V-1, V-3, V-4, V-5, and V-6.

1% CR and PR Tables V-1, V-3, V-4, V-5, and V-6. Respondents argued that, even though the Commission
compared products with similar features, many price comparisons were not probative because they did not account
for any brand premium enjoyed by some domestic manufacturers. As noted in our discussion of conditions of
competition, in the final phase of these investigations we intend to seek further information regarding the
significance of brand premiums in this market.

197 1t should be noted, however, that pricing data were received for product 4 only for the two most recent
quarters.

108 CR and PR tables V-1 to V-8 and figure V-2.

1® CR at V-7; PR at V-6.

110 With regard to lost sales and lost revenue allegations, *** that it had lost sales or reduced prices in order to

keep sales. *** did not report any specific lost sales or lost revenue allegations. *** did note, however, that it has
*kk kkk

KKk
1 As noted earlier, in the final phase of these investigations we intend to address whether promotional and OPP
sales affect domestic pricing and the extent to which domestic products enjoy price premiums due to brand
recognition. In addition, we will explore Wal-Mart’s contention that promotional and OPP sales increase demand in
the market without affecting sales in other market tiers.
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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,
and research and development. 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
industry.”'"?

We find that the subject imports of CTVs from China and Malaysia have had a significant
negative impact on the condition of the domestic industry during the period of investigation. As
discussed above, we find the volume and increase in volume of subject imports to be significant over the
period of investigation and the negative price effects of the subject imports to be significant as well.
Most financial and other performance indicators of the domestic industry declined as subject imports
gained market share at prices that undersold the domestic like product.

The domestic industry’s production fell substantially, from 5.6 million units in 2000 to 4.9
million units in 2002, and was 819,000 units in interim 2002 compared to 1.1 million units in interim
2002. '** U.S. production capacity remained fairly constant, despite Sharp’s relocation of its
manufacturing operations to Mexico, at 8.0 million units in 2000 and 8.1 million units in 2002."> While
Sharp’s actions reduced the combined firms’ capacity by *** units, this reduction was more than offset
by the creation of nearly 1.3 million units of new capacity generated by four firms between 2000 and
2002.''¢ However, the data indicate that much of this capacity was unused as evidenced by the low
capacity utilization rates for the overall domestic industry.'’” Average domestic capacity utilization
declined from 66.8 percent in 2000 to 56.6 percent in 2002."* In interim 2003 average capacity
utilization was 38.5 percent compared with 50.8 percent in interim 2002."** The number of production-
related workers declined from 4,184 in 2000 to 3,993 in 2002, and from 3,495 in interim 2002 to 2,884 in
interim 2003.'%°

Gross profits, operating income, operating income ratios and net income all declined from 2000
to 2002, and again in interim 2003 compared with interim 2002.'*' Operating income fell from $134
million in 2000 to $106 million in 2002; it was $10 million in interim 2003 compared with $19 million in
interim 2002. The operating income ratio fell from 4.8 percent in 2000 to 3.8 percent in 2001, then rose
slightly to 4.1 percent in 2002, still below the level it was in 2000. The ratio was lower in interim 2003,
2.1 percent, than in interim 2002, 2.8 percent.'*

We note that some of the domestic industry’s decline in performance occurred between 2000 and
2001, before subject imports increased substantially. However, the domestic industry’s performance
worsened in interim 2003 as subject imports continued to rise and subject import prices continued to

1219 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.” Id. at
885).

11319 U.S.C. § 1677(7)(C)(iii).

14 CR and PR Table II1-2.

115 CR and PR at Table III-2. Production capacity was 2.1 million units in interim 2001 and interim 2002.

16 CR at ITI-4; PR at ITI-2.

7 CR at I1I-4, PR at III-2.

18 CR and PR Table C-1.

119 CR and PR Table C-1.

120 CR and PR Table C-1.

121 CR and PR Table VI-1.

122 CR and PR Table VI-1.
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undersell the domestic like product. We will explore in any final phase all factors that may have
contributed to the domestic industry’s decline.

Finally, *** of seven domestic producers indicated in their questionnaire responses that ***,12
Petitioner Five Rivers stated that it was forced to shut down part of its production operations due to the
effects of subject imports. The *** domestic producers stating that they experienced no negative effects
from subject import competition (***) are *** producers of *** CTVs that may be the least likely to
experience head-to-head competition with subject imports.

Therefore, based on the record in these preliminary investigations, we find that subject imports
from China and Malaysia are having a significant adverse impact on the domestic industry producing
CTVs.*

CONCLUSION

For the reasons stated above, we determine that there is a reasonable indication that an industry
in the United States is materially injured by reason of imports of CTVs from China and Malaysia
allegedly sold in the United States at less than fair value.

12 See e.g., CR and PR Appendix F at 3. We noted that *** of the ***, ***_ also stated that the cause of its
reduced capital investments could not be directly attributed to subject imports.

124 Respondents made arguments that individual producers were not injured by subject imports. See, €.g. Chinese
Respondents Postconference Br. at 18-27, Malaysian Respondents Postconference Br. at 16-27. We are required to
consider the condition of the domestic industry as a whole. 19 U.S.C.§1677(7)(C)(iii). However, as stated earlier,

in any final phase investigations we intent to examine all factors that may have contributed to the domestic
industry’s decline.
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PART I: INTRODUCTION
BACKGROUND

These investigations result from a petition filed on behalf of Five Rivers Electronic Innovations,
LLC, Greeneville, TN; the International Brotherhood of Electrical Workers (“IBEW”), Washington, DC;
and the [UE-CWA, the Industrial Division of the Communications Workers of America, Washington,
DC, on May 2, 2003, 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 certain color television
receivers' (hereinafter “CTVs”) from China and Malaysia. Information relating to the background of the
investigations is provided below.”

Date Action

May 2,2003 ...... Petition filed with Commerce and the Commission;? institution of Commission
investigations (68 FR 25627, May 13, 2003)

May 23,2003 ..... Commission’s conference’

May 29,2003 ..... Commerce’s notice of initiation (68 FR 32013)

June 16,2003 ..... Commission’s vote; Commission determinations sent to Commerce

SUMMARY DATA

A summary of data collected in the investigations is presented in appendix C, table C-1. Except
as noted, U.S. industry data are based on questionnaire responses of seven firms that accounted for 100
percent of U.S. production of CTVs during 2002. U.S. imports are based on official Commerce statistics.

PREVIOUS INVESTIGATIONS
The Commission has conducted many investigations concerning television receivers and color

picture tubes during the past 25 years or so. Currently, there are no import relief measures in effect with
respect to CTVs.

! For purposes of these investigations, the term “certain color television receivers” refers to complete and
incomplete direct-view or projection-type cathode-ray tube color television receivers, with a video display diagonal
exceeding 52 centimeters, whether or not combined with video recording or reproducing apparatus, which are
capable of receiving a broadcast television signal and producing a video image. Specifically excluded from these
investigations are computer monitors or other video display devices that are not capable of receiving a broadcast
television signal. Certain color television receivers are provided for in subheadings and statistical reporting
numbers 8528.12.28, 8528.12.3250, 8528.12.3290, 8528.12.36, 8528.12.40, 8528.12.44, 8528.12.48, 8528.12.52,
and 8528.12.56 of the Harmonized Tariff Schedule of the United States (“HTS”), with normal trade relations tariff
rates of 3.9 percent or 5.0 percent ad valorem, applicable to imports from China and Malaysia.

? Federal Register notices cited in the tabulation are presented in app. A.

? The estimated margins in the petition for CTVs from China, based on comparisons of export price to normal
value, as adjusted by Commerce in its notice of initiation, are as follows: 49.50 ad valorem for 27-inch curved
screen CTVs and 78.45 percent ad valorem for 27-inch flat screen CTVs. The estimated dumping margins in the
petition for CTVs from Malaysia, as adjusted by Commerce in its notice of initiation, are 30.88 percent ad valorem
based on a comparison between export price and the third-country price and 47.02 percent ad valorem based on a
price-to-constructed-value comparison.

4 A list of witnesses appearing at the conference is presented in app. B.
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THE SUBJECT PRODUCT

The imported products subject to these investigations are complete and incomplete direct-view or
projection-type cathode-ray tube (“CRT”) color television receivers (CTVs), with a video display
diagonal exceeding 52 centimeters (in effect, 21 inches and larger), whether or not combined with video
recording or reproducing apparatus (videocassette recorder (“VCR”)/player and/or digital video disc
(“DVD”) player). The products subject to these investigations are those which are capable of receiving a
broadcast television signal and producing a video image.” Specifically excluded from these
investigations are computer monitors and other video display devices that are not capable of receiving a
broadcast television signal.

For the purposes of these investigations, complete CT Vs are fully assembled and ready to
function when purchased by the consumer. Incomplete CTVs contain all parts necessary for
manufacturing complete CTVs, and include CTVs designated as color television receiver kits,
unassembled CTVs, or unfinished CTVs. Incomplete CTVs may be imported by U.S. producers and
assembled into complete CTVs in U.S. production facilities. Imports of the CTVs included in these
investigations are currently reported under subheadings and statistical reporting numbers 8528.12.28,
8528.12.3250, 8528.12.3290, 8528.12.36, 8528.12.40, 8528.12.44, 8528.12.48, 8528.12.52, and
8528.12.56 of the HTS. The normal trade relations rates, applicable to imports from China and Malaysia,
are 3.9 percent ad valorem or 5.0 percent ad valorem, depending on the applicable subheading.

DOMESTIC LIKE PRODUCT ISSUES

According to the petitioners, the domestic like product in these investigations should be
consistent with the scope definition of the imported product. The respondents representing Chinese
producers and the Malaysian producer Funai stated that they do not intend to dispute the petitioner’s
definition in this preliminary phase investigation.® However, respondents noted that they reserved the
right to comment on this issue should there be a final phase investigation.’

Physical Characteristics and Uses

A CTV is an electronic product capable of receiving a broadcast television signal and producing
a video image. Consumers use these products for watching broadcasts directly off the air or from a cable
source. CTVs may also be used as display units for video games, VCRs, DVD players, or computers.
Combination CTVs contain in the same cabinet a videocassette recorder/player and/or DVD player.
CTVs may be distinguished in terms of direct-view versus projection, screen curvature, screen size,
aspect ratio, analog versus digital, feature level, and other characteristics.

Direct-view CTVs display the image by means of a single color picture tube (CPT) that is viewed
directly. In contrast, projection CTVs generally use three monochrome CRTs - red, green, and blue - to
project a color image onto a separate screen that is viewed. Projection CTVs may be either front-
projection, where the image is projected onto the front of a reflective screen, like the screen of a movie
theater, or rear—projection, where the image is projected onto the rear of a translucent screen and viewed
through the screen. A projection television performs the same function as a direct view CTV, but is
much larger and significantly more expensive. Because of their size, most projection televisions sold in
the United States are domestically produced.

5 Many of the terms used in this report are defined in app. D.
§ Transcript of the Commission’s May 23, 2003 conference (“‘conference transcript™) (Mr. Connelly), p. 87.
7 Ibid.



Direct-view CTVs can be further differentiated by whether they incorporate a flat-screen CPT or
a curved-screen CPT.? Flat-screen CPTs don't distort the image around the edge of the viewing area as
do traditional curved-screen CPTs. Another major advantage of the flat screen is minimal glare
compared to curved-screen CPTs. There is a price premium to be paid for a flat screen, but that premium
is shrinking.

Direct-view CTVs subject to these investigations range from over 21 inches to 40 inches in
screen size. The screen size of a rear-projection CTV ranges from 40 inches to 73 inches. The screen
size of a front-projection CTV can be even larger, as it is not constrained by the size of the cabinet as is a
rear-projection CTV.

Analog broadcasting has been the norm in the United States since the inception of television, and
the majority of the CTVs on the U.S. market are built to receive the analog broadcast standard.’
However, there has been a shift toward digital broadcasting in the United States in recent years. Digital
TV (DTV) is an entirely new television system that will ultimately replace the existing analog system.
DTV refers to a television system that can transmit, receive, and display digital images.’® DTV comes in
several formats, including standard-definition television (“SDTV”), enhanced definition television
(“EDTV”), and high definition television (“HDTV”). Digital broadcasting began in the United States in
1996 on an experimental basis, and digital CTVs appeared on the market in 1998."" By 2006, analog
television broadcasting is scheduled to cease, and all broadcasts thereafter will be digital. With digital
television, broadcasters are able to offer higher resolution and better picture quality than is possible
under the current analog mode of TV transmission.

CTVs are also differentiated by the shape of the video screen. The traditional CTV has a
rectangular shape with an aspect ratio'? of 4:3, while a widescreen CTV has an aspect ratio of 16:9, more
akin to that of a movie screen. Both direct-view and projection CTVs are available in conventional and
widescreen aspect ratios.

Other features help to distinguish between CTVs. Such features include picture-in-picture
(letting the viewer watch two shows at once without a second signal input source), whether the remote
control included is universal (that is, it can control devices other than the CTV with which it was sold),
the number and type of filters (which improve the picture detail and sharpness) in the CTV, whether the
CTV audio is monaural or stereo, and whether the CTV offers a variety of connectors (composite video,
component video, S-video).

Retailers market CTVs in three broad quality tiers generally delineated as “good, better, and
best.” The number and types of features offered on a given CTV dictate what tier that CTV will be sold
in, and accordingly, its price range. Retailers sell a full range of CTV screen sizes in each of the three
quality tiers. However, CTVs sold in the “good” quality tier tend to be the smaller screen sizes whereas
CTVs in the “best” quality tier tend to be the larger screen sizes.

8 By their nature, all projection CTVs are flat-screen. Flat-screen CTVs are distinct from flat-panel CTVs. A
flat-screen CTV is one in which the CPT has a flat faceplate. A flat-panel CTV is one incorporating a display
technology other than CRT, such as plasma or LCD. CTVs with flat panel displays are not included in the scope. A
flat panel CTV is used for the same purposes as a CTV with a CPT. However, there is a significant difference in
price, as a flat-panel CTV is significantly more expensive than a CTV with a CPT. There is no known domestic
production of flat-panel CTVs.

® The National Television System Committee (NTSC) is responsible for setting telev151on and video standards in
the United States and adopted by countries in other parts of the world.

1 http://www. ATSC.org/faq/faq_general. html, May 8, 2003.
I http./fwww. digitaltvzone.com/images/Milestones.pdf, May 19, 2003.
12 Aspect ratio is the ratio of picture width to picture height.
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Manufacturing Facilities and Production Employees

Direct-view CTVs and projection CTVs can be produced in the same facilities and with the same
employees. Different assembly lines and handling equipment are required depending on screen size. In
response to questions on whether their firms produced other products on the same equipment and
machinery and/or with the same production and related workers used to produce CTVs (as defined
herein), six of the seven known U.S. producers responded in the negative. One producer, ***, indicated
that the same production and related workers that it uses to produce CTVs are also used to produce ***."*
CPTs with screen sizes of 27 inches and under can be handled by one worker, while CPTs larger than 27
inches weigh too much to be readily handled by one worker, and separate materials-handling equipment
must be employed.

Interchangeability and Customer and Producer Perceptions

Based on questionnaire responses, there are no U.S.-made alternatives to a CTV. Any U.S.-made
CTV - whether direct-view or projection, widescreen or conventional - can be used to view a U.S.
television broadcast or prerecorded video.

Channels of Distribution

Regardless of screen size, direct view versus projection, or analog versus digital, U.S.-produced
CTVs are sold through the same channels of distribution, primarily to retailers that in turn sell to
consumers.'* While in years past a retailer might carry only a single brand, retail chains now carry a
number of brands. Petitioners estimate that five retail chains account for 65 to 70 percent of U.S. sales of
CTVs."” Because sales are concentrated among these retailers, U.S. producers cannot afford to lose those
accounts.'®

Price

The price of a CTV is based upon a number of factors. In general, the larger the screen size, the
higher the price. Typically, a projection CTV will command a higher price than a direct-view CTV.
Within a given screen size, a flat-screen CTV will command a higher price than one with a curved
screen. Further, a CTV equipped with extensive or enhanced features will generally earn a higher price
than a similarly-sized but less-well-equipped model. Respondents argue that brand name also is a factor
in pricing. Reportedly, certain brands are associated with products of higher quality, and can command
higher prices. In contrast, petitioners contend that there has been a decrease in the importance of brand
differentiation as the major U.S. retailers have struggled for market share, leading to intense price
competition. For more information concerning price, see Part V of this report.

13 #k* poted in its questionnaire response that its *** also produces ***.

' In certain instances, the domestic producer acts as a contract manufacturer. In these cases, it produces a CTV
for, and sells it to, another CTV company on a fee-for-service basis. In turn, this company generally sells the CTV
to a retailer and ultimately to a consumer.

15 Conference transcript (Mr. J. Johnson), pp. 33-34.
16 Conference transcript (Mr. J. Johnson), p. 35.



PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET

CHANNELS OF DISTRIBUTION

All producers and three-quarters of importers sell CTVs on a nationwide basis. Of the four small
importers that sell on a regional basis, ***. Most domestic producers sell their CTVs directly to retail
outlets. Five Rivers, however, assembles CTVs for *** which then sell the CTVs to retailers. Some
production is completed by producers for other producers to capitalize on economies of scale. This is
known in the industry as “badging.”! Many retail outlets are electronics stores and mass merchandisers.
Petitioners note that over the years, these retailers have increased their market share, as well as
purchasing power, so that the top five retailers account for about 65 to 70 percent of all sets sold in the
U.S. versus about 40 percent 10 years ago.”

Most imports, regardless of source, are brought into the United States by either foreign
producers’ related U.S. importers or by a third party for sales to retail outlets. All Chinese imports are
shipped through distributors, whereas recently some Malaysian imports have been imported directly by
retailers such as *** and Wal-Mart. These CTVs can be imported for everyday sales or for special
events. Everyday sales account for the vast majority of Wal-Mart’s total sales of CTVs but only a small
percentage of its imports.> For Wal-Mart’s Thanksgiving “Blitz,” the volume of its imports far exceeds
the volume for everyday sales. Wal-Mart has strict non-price requirements for this sale. A supplier has
to be able to supply a large volume (more than *** units), with reliable on-time delivery for the day after
Thanksgiving. Wal-Mart stated that the contract for this sale is very different than for its everyday sales:
the product goes through a separate bidding process, involves a basket of electronics products, is ordered
approximately *** months in advance, is produced overseas, arrives in containers *** months before
Thanksgiving, and is sold on pallets in the middle of aisles rather than in the electronics department.’ ¢

Lead Times

The average lead time for producers in their delivery of CTVs is quite variable. On the short
side, *** have lead times less than 2 weeks. *** have lead times between 2 and 6 weeks. *** noted lead
times of between 3 and 4 months. Using the same categories, 6 of 16 responding importers listed lead
times of up to 2 weeks for shipping from inventory, four noted lead times between 2 and 6 weeks, and
six had lead times of 60 days or more.

Internet Sales

Few of the producers and importers sell CTVs over the internet. Of the seven producers, only
*** sells over the internet, and this accounted for *** of its sales in 2002. Five of 17 importers sold over

! Conference transcript (Mr. J. Johnson), pp. 61-62.
2 Ibid., pp. 33-34.

* Wal-Mart’s postconference brief, p. 4.

4Ibid., p. 4.

STbid,, p. 6.

¢ Wal-Mart noted that *** bid was not accepted because it ***, and ***, Wal-Mart’s postconference brief, p.
11.
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the internet in 2002. One was ***. ***  The remaining two affirmatively-responding importers were
*#* which both mentioned that the internet portion of their sales was very small.

MARKET SEGMENTS

Respondents alleged that the CTV market is broken down into three segments, or tiers, on the
basis of brand name.” Wal-Mart described these tiers as “good,” “better,” and “best.”® Of particular
importance, respondents noted, is that Malaysian and Chinese CTVs compete in the lowest-price
segment, also known as “opening price point,” or OPP. Respondent Funai added that in Consumer
Reports’ testing of CTVs in December 2000 and March 2001, it focused on the midrange and high-end
CTVs, thus delineating the different tiers.® Additionally, Sears described that there is little direct
competition among the three tiers, and it has not been able to find a domestic producer of OPP CTVs that
meets its volume and product range needs.!® Respondents described the OPP tier as being highly price-
driven, featuring CTVs that do not have any special features such as MTS/SAP stereo sound, picture-in-
picture, S-video and component video inputs, digital comb filters, or a universal remote, and being
characterized by a highly elastic demand.!! 1> Also, they allege that the domestic industry does not
compete in the OPP market, save for *** 1> Petitioners disagreed with respondents, responding that
subject imports are sold with a full range of features in the U.S. market." Apex has entered the
projection CTV market."> Petitioners also responded that domestic producers do compete in the OPP
market.'® There was testimony that the demand for an OPP television may come from a consumer’s
willingness to purchase additional televisions in his house rather than for use as the primary “showcase”
television.”

Brand Names
Respondents argued that brand names have a large impact on pricing and perceived quality in the

CTV market. Sears stratified the brands as follows: brands such as Sony, Hitachi, Mitsubishi,
Panasonic, and JVC in tier one; brands such as Toshiba, Samsung, Philips, Magnavox, and RCA in tier

7 Funai’s postconference brief, p. 10; Sears’ postconference brief, p. 2; and Wal-Mart’s postconference brief, p.
14.

 Wal-Mart’s postconference brief, p. 2.

° Funai’s postconference brief, pp. 13-14 and exh. 2.

19 Sears’ postconference brief, pp. 2, 5.

! Funai’s postconference brief, pp. 5 and 9, and conference transcript (Dr. Reilly), p. 91.

12 Funai stated that the existence of low-priced CTVs expands the market by inducing purchases of CTVs, rather
than supplanting many purchases that otherwise would have been made. Funai’s postconference brief, p. 9.

1 Chinese respondents’ postconference brief, p. 23, and Funai’s postconference brief, p. 28.
' Petitioners’ postconference brief, p. 16.

!> Conference transcript (Mr. Bennett), p. 136. However, Funai's screen sizes top out at 32 inches. Conference
transcript (Mr. Connelly), p. 127.

16 Petitioners’ postconference brief, p. 17.
17 Conference transcript (Mr. T. Johnson), p. 74.
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two; and brands such as Apex, Sanyo, and Sylvania in tier three.'® ' Wal-Mart placed *** in tier three
and ***2 Tt also described how it shelves similarly-sized CTVs close to each other in ascending price
order.! Wal-Mart noted that it has seen a strong correlation between ranking of the brand and the
features found in the CTV and that customers place a premium on brand name.?? It also believes that
certain brands in the “best” tier will not sell to Wal-Mart because they view Wal-Mart as diluting their
brand premium.?

Petitioners responded that the CTV market has become so price competitive that brands have
become much less influential in the price structure.?* Further, petitioners describe Sony as the only brand
that can demand a premium in the market for a CTV that has features similar to those of another maker.”
Petitioners also stated that newer names to the marketplace like the Chinese and Malaysian brands have a
hurdle to get over before people get comfortable with their products. So, these firms have to price
aggressively to enter the market, but then that difference declines as people get more familiar with
them.? ’

In its questionnaires, the Commission asked producers and importers if there are perceived
quality differences in the market based on brand names of CTVs. All producers except *** and all
importers except *** replied affirmatively. *** response, however, noted that the premium is minimal
for all brands except Sony, and *** noted that new brands have to earn consumers’ trust.

Market Leadership

Respondents testified that Sony is a leader in the market. Mr. Bennett of Apex noted that Sony
occupies a rare position in that it is number one in unit sales as well as value per unit. He testified
further that it is the price leader in the market, and “when Sony at the top of the market lowers its price,
middle and lower market brands must follow.”?” ***_ Sears noted that there is a pricing relationship
across the market tiers, but the relationship tends to be driven from the top down.?®

Warranties

Standard warranties on the whole seem to vary with whether the CTV is made in the United
States or is imported. The industry standard warranty for domestically produced CTVs is one year parts
and labor. *** 2 *** offer 90 days labor, one year parts, and two years on the CRT. *** upgrade the
warranty to two years on the CRT. *** has a two-year warranty for parts, labor, and on the CRT. ***

18 Sears’ postconference brief, p. 2.

1% In its questionnaire response, Sears replied ***,

% Wal-Mart noted that ***, Wal-Mart’s postconference brief, pp. 7, 15.
2 Wal-Mart’s ﬁostconference brief, p. 15.

2 Ibid., p. 14.

2 Ibid., p. 16.

24 Petitioners’ postconference brief, p. 17.

5 Conference transcript (Mr. J. Johnson), p. 68.

% Ibid., p. 70.

27 Conference transcript (Mr. Bennett), pp. 116-117.

28 Sears’ postconference brief, p. 3.
29 dkk
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offer the same warranties on their imported CTVs as their domestic counterparts, though *** only offers
six months parts and labor on its smaller models. The industry standard for imported CTVs, however, is
90 days for labor and one year for parts, as noted by 9 of the 11 remaining importers.*® In addition, ***
give a two-year warranty on the CRT. *** offers one year warranties, and *** simply noted that it uses
the “industry standard” warranty.

Viewing Lifespan and Repairs

Producers and importers were asked what the viewing lifespan is of their CTVs in total viewing
hours. Some responded in years, however. Also asked of producers and importers was the percentage of
CTVs that were returned for repair. Not all firms responded to each question. Malaysian respondents
also submitted brand-specific repair rates from Consumer Reports in the postconference brief.’! The
responses received are noted in table II-1.

Table I1-1
CTVs: Average lifespan and repair rate of domestic and imported product
* * * * * * *
Retail Outlets

Producers and importers were asked to identify their largest customers during the period of
study. Table II-2 shows those customers which appeared on more than one firm’s list.

Table I1-2
CTVs: Customers listed on more than one producer’s or importer’s top 10 customers

* * * * * * *

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply

There were seven producers of CTVs in the United States during the last three years. In the short
term, CTV producers are likely to respond to changes in price with small changes in the quantity shipped
to the U.S. market. Supply responsiveness is inhibited by the low amount of exports, the difficulty in
switching to producing other products, and the small quantity of inventory on hand and the quick pace of
technical change, but is heightened by the relatively low capacity utilization rate. In their COMPAS
model, Chinese respondents estimated the elasticity of domestic supply to be between 2 and 4.

U.S. producers’ reported capacity to produce CTVs increased during the period reviewed, first
dipping by 5.4 percent from 2000 to 2001 while Sharp moved its production to Mexico, then increasing
by 7.3 percent in 2002. The industry’s capacity utilization rate declined steadily, however, from 66.8
percent in 2000 to 60.9 percent in 2001 and 56.6 percent in 2002. It also fell between the interim periods
from 50.9 percent to 38.5 percent.

% This excludes *** which pass along the manufacturers’ warranties.
31 Funai’s postconference brief, exh. 2.
32 Chinese respondents’ postconference brief, exh. 5.
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U.S. producers’ export shipments have been relatively low and declining compared to shipments
to the U.S. market. On a quantity basis, the percentage of producers’ export shipments relative to their
total shipments fell to 5.2 percent in 2002 from 6.0 percent in 2000. Exports remained the same in the
interim periods at *** percent. ‘

End-of-period inventories for U.S. producers of CTVs as a ratio to total shipments dipped
irregularly between 2000 and 2002 from *** percent to *** percent. Inventories as a ratio to total
shipments grew in the interim period, however, from *** percent at the end of the first quarter of 2002 to
*** percent of shipments at the end of the first quarter of 2003.

U.S. Demand

There has been a trend toward flat screens, larger screen sizes, digital televisions, and/or non-
CRT CTVs such as plasma or LCD during the period examined, as noted by various producers and
importers. Producers *** have seen flat demand, and *** has noted declining demand. Producer ***
noted that large screen demand has increased yearly. Importers *** also noted flat demand or demand in
step with the sluggish U.S. economy. Importer *** detailed that in more difficult economic times, there
is typically greater demand for lower-priced CTVs. Overall, though, apparent consumption increased
from 15.6 million units in 2000 to 18.6 million units in 2002, but decreased in the interim period from
3.7 million units in the first quarter of 2002 to 3.2 million units in the first quarter of 2003. On a value
basis, consumption followed similar trends.

In the 2000 Color TV Picture Tube sunset review, the estimated demand elasticity was between
-0.5 and -0.8.* The same review noted that the cost share of the picture tube in the final cost of a CTV is
between 30 and 50 percent.** Using the midpoint of this range, the derived demand elasticity would be
between -1.25 and -2.0. Chinese respondents asserted that the demand elasticity for CTVs should be
between -1.5 and -2.0 to account for the exclusion of the least-expensive small-screen CTV models that
were subject to the earlier investigation.’® As noted earlier, Funai characterized demand as being highly
elastic, but did not estimate a value.*

Cost Share
CTVs are an end-use good, and, as such, account for all of the cost of a finished good.
Substitute Products

There are few substitutes for CTVs. Two producers and three importers noted the existence of
substitutes for CTVs (with *** being counted as both an importer and a producer). Both producers noted
plasma and LCD TVs as substitutes. Importers *** reported the same, with *** adding that LCD and
plasma screens are much more expensive than CTVs. Importer *** responded that PCs with TV cards
and monitors, and monitors with built-in tuners, could be used as substitutes for CTVs.

3 Color Picture Tubes from Canada, Japan, Korea, and Singapore, Investigations Nos. 731-TA-367-370
(Review), USITC Pub. 3291, April 2000, p. II-26.

* Ibid., p. II-5.
35 Chinese respondents’ postconference brief, p. 31.

% Funai’s postconference brief, p. 9.
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SUBSTITUTABILITY ISSUES
Interchangeability

Importers and producers of CTVs were asked if U.S.-produced CTVs and imported CTVs are
used interchangeably. Results are shown in tables II-3 and II-4.

Table 1I-3
CTVs: Producer responses to interchangeability between country pairs
Country pairs Always Frequently Sometimes | Never | No information
U.S. - China 5 0 0 0 1
U.S. - Malaysia 4 0 1 0 1
U.S. - Other 4 0 1 0 1
China - Malaysia 3 0 1 0 2
China - Other 3 0 1 0 2
Malaysia - Other 3 0 1 0 2
Source: Compiled from data submitted in response to Commission questionnaires.

Table 11-4

CTVs: Importer responses to interchangeability between country pairs

Country pairs Always Frequently Sometimes Never | No information
U.S. - China 4 1 5 3 2
U.S. - Malaysia 3 1 4 3 0
U.S. - Other 3 2 4 1 2
China - Malaysia 2 2 3 2 0
China - Other 2 1 5 1 2
Malaysia - Other 2 1 5 1 2
Source: Compiled from data submitted in response to Commission questionnaires.

Producer *** noted that if made to NTSC standards, CTVs can be interchangeble, and ***
mentioned that when comparing other countries’ products to domestic and subject product, its answer
would depend on what countries are being compared. Some importers qualified their remarks, also. Five
importers mentioned that differences in NTSC versus PAL standards and different voltage systems
would have an effect on interchangeability. *** noted that a customer seeking a set with more features
would not purchase a stripped-down model, while *** added that features and size influence
interchangeability. *** stated that Chinese and Malaysian CTVs generally are not HDTV-compatible,
which may affect purchasing decisions. Another importer, ***, felt that from the perspective of the U.S.
retail consumer, there is significant differentiation within the CTV market in that he would not consider
the lowest tier CTVs to be interchangeable with the national brands in top tiers. Finally, importer ***
stated that the perceived lower quality of components in Chinese and Malaysian CTVs and lower labor
costs overseas may influence interchangeability.

Non-Price Differences
Producers and importers were asked if differences other than price (i.e., quality, availability,
transportation network, product range, technical support, etc.) between CTVs produced in the United

States and in other countries were a significant factor in their sales of the products. Results are shown in
tables II-5 and II-6.
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Table II-5
CTVs: Producer responses to non-price differences between country pairs

Country pairs Always Frequently Sometimes | Never | No information
U.S. - China 0 2 0 3 1
U.S. - Malaysia 0 2 0 3 1
U.S. - Other 0 2 0 4 1
China - Malaysia 0 2 0 2 2
China - Other 0 2 0 2 2
Malaysia - Other 0 2 0 2 2
Source: Compiled from data submitted in response to Commission questionnaires.

Table 11-6

CTVs: Importer responses to non-price differences between country pairs

Country pairs Always Frequently Sometimes | Never | No information
U.S. - China 4 3 1 3 2
U.S. - Malaysia 4 2 0 3 1
U.S. - Other 0 3 2 3 2
China - Malaysia 2 2 1 3 0
China - Other 0 3 2 3 2
Malaysia - Other 0 2 2 4 2
Source: Compiled from data submitted in response to Commission questionnaires.

Producer *** noted that brand name recognition and perceived higher quality can command a
premium in the market. *** added that its response to comparisons to other countries depends on the
country. However, it pointed out that transportation costs, lead times, and the potential for damage in
transit, especially for larger models, is higher for CTVs coming from Asia. *** answered the same way
in their importer questionnaires. *** noted the importance to it of dual-voltage, multi-system (NTSC,
PAL, etc.) TVs which are not made domestically. *** replied that brand name and features are
distinguishing non-price characteristics. Quality, availability, product range, transportation network, and
service were recognized as important distinctions by ***. Similarly, *** listed important non-price
differences as brand name, quality, availability, and technical support; and *** noted “point of brand”
differentiation by jointly developing a brand’s image, quality, keeping stock in required quantities,
product range, and collaboration on inventory management. *** offered that domestic firms will save on
duty and freight, but may have longer lead times since most components are imported. Additionally, it
stated that TVs from China are perceived to be of lower quality than those from Malaysia and Thailand,
but have recently improved their quality, especially with the increasing prevalence of flat picture tubes.
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PART III: U.S. PRODUCERS’ PRODUCTION, SHIPMENTS, AND
EMPLOYMENT

The Commission analyzes a number of factors in making injury determinations (see 19 U.S.C. §§
1677(7)(B) and 1677(7)(C)). Information on the alleged margins of dumping was presented earlier in
this report and information on the volume and pricing of imports of the subject merchandise is presented
in Parts IV and V. Information on the other factors specified is presented in this section and/or Part VI
and (except as noted) is based on the questionnaire responses of seven firms that accounted for 100
percent of U.S. production of CTVs during 2002.

U.S. PRODUCERS!

Firms that produce CTVs in the United States, their geographic locations, their positions on the
petition, and their shares of CTV production in 2002 are shown in table III-1. Between 2000 and 2002,
the number of firms producing CTVs in the United States was reduced by one as Sharp completed the
transfer of its manufacturing operations to Mexico in December 2002.%> Of the six firms that now
comprise the domestic industry, five are owned, either directly or indirectly, by Japanese parent firms.
Only petitioner Five Rivers has no foreign ownership. As shown in the tabulation that follows, four U.S.
producers reported (in their questionnaire responses) having related firms that are engaged in the
production of CTVs outside the United States.

* * * * * * *

U.S. CAPACITY, PRODUCTION, AND CAPACITY UTILIZATION

In the Commission’s questionnaire, U.S. producers were asked if they had experienced any plant
openings, relocations, expansions, acquisitions, consolidations, closures, or prolonged shutdowns
because of strikes or equipment failure, or any other curtailment of their production of CTVs since
January 1, 2000. If firms experienced any such changes, they were asked to supply details as to the time,
nature, and significance of such changes. *** reported that it experienced shutdowns on its CTV
production lines amounting to 2-3 weeks due to reductions in orders from customers. A lack of orders
during 2002-03, the company explained, caused it to lay off some of its production workers. *** also
reported layoffs in its CTV workforce, citing layoffs of *** workers in November 2001 and *** workers
in March 2003. *** also reported that, since 2001, production of 9-inch, 13-inch, and 20-inch
combination CTVs has ***. *** anticipating increased orders starting in May 2001, reported that it
expanded its production capacity in May and July 2001. However, since December 2002, the company
stated that it has been experiencing a reduction in orders due to price competition, forcing it to shut down
the added capacity. *** reported that, due to vendor delivery and performance, it ***. It also ***. ***
and *** reportedly had no changes in the character of their CTV operations. Finally, as was previously

! In deciding whether a firm qualifies as a domestic producer, the Commission generally has analyzed the overall
nature of a firm’s production-related activities in the United States. Production-related activity at minimum levels
could be insufficient to constitute domestic production. The Commission generally considers six factors when
deciding whether a firm qualifies as a domestic producer. In a supplemental request to the Commission’s
producers’ questionnaire, firms were asked to comment on the six factors as they relate to their production-related
activities. The responses that were received are presented in app. E.

? In its response to the Commission’s questionnaire, Sharp attributed its decision to relocate its CTV production
operations to Mexico to ***,
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Table Iii-1
CTVs: U.S. producers, their geographic locations, their positions on the petition, and their shares
of U.S. production in 2002

Position on petition with Share
) . respect to-- (percent) of
Firm Location(s) 2002
China Malaysia production
Five Rivers Electronic Greenville, TN Petitioner Petitioner ok
Innovations, LLC (Five Rivers)
Matsushita Kotobuki Electronics Vancouver, WA, e e
Industries of America, Inc. and Portland, OR’ b
(Matsushita)
Orion America, Inc. (Orion) Princeton, IN, and e ek -
Olney, IL?
Sanyo Manufacturing Corp. Forrest City, AR ek e ek
(Sanyo)
Sharp Manufacturing Company of | Memphis, TN® b ok e
America (Sharp)
Sony Corporation of America Mount Pleasant, PA | *** i _—
(Sony)
Toshiba America Consumer Wayne, NJ ok ok -
Products, Inc. (Toshiba)
! Portland, OR, is the location of Matsushita Kotobuki Electronics Sales of America, Inc. (MKSA). As noted in
its response to the Commission’s questionnaire, ***.
2 Orion's Olney, IL, facility is scheduled to close by the end of June 2003. According to the firm's president, Mr.
Itakura, this decision was based on ***. The plant employs approximately *** production-and-related workers.
3 Company relocated its entire CTV production operations to Mexico between January 2001 and December
2002.
Source: Compiled from data submitted in response to Commission questionnaires.

indicated, Sharp relocated its CTV manufacturing operations to Mexico between January 2001 and
December 2002.

Data concerning U.S. producers’ CTV production capacity, production, and capacity utilization
are shown in table III-2. Notwithstanding the loss of production capacity resulting from Sharp relocating
its manufacturing operations to Mexico, U.S. producers’ CTV production capacity was higher in 2002
than in 2000. While Sharp’s actions reduced the combined firms’ capacity by *** units, this reduction
was more than offset by the creation of nearly 1.3 million units of new capacity generated by four firms
between 2000 and 2002. However, much of this capacity was unused as evidenced by the low capacity
utilization for the combined firms. In 2002, U.S. producers’ capacity utilization was 56.6 percent, as
compared with 66.8 percent in 2000. In interim 2003, capacity utilization decreased to 38.5 percent.

Of all the U.S. producers, *** is the only one that reported to the Commission that it produces
CTVs in a foreign trade zone. It reported that ***.
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Table lil-2

CTVs: U.S. production capacity, production, and capacity utilization, by firms, 2000-02, January-March 2002,

and January-March 2003

Firm

Calendar year

January-March

2000

2001

2002

2002

2003

Capacity (1,000 units)

Five Rivers

Fkk

dekk

Matsushita

*kk

*kk

Orion

*kk

Sanyo

Sharp

*kk

Sony

*kk

*kk

*kk

hkk

Toshiba

dkk

*kk

Fkd

dkk

Total

8,016

7,584

8,140

2,088

2,060

Production (1,000 units)

Five Rivers

dkk

*kk

Matsushita

kK

Orion

*kk

Sanyo

dkk

Sharp

dkk

Sony

*kk

dkk

dekk

Toshiba

*kk

dkk

dkk

Total

5,644

4,919

4,910

1,127

Capacity utilization (percent)

Five Rivers

*kk

*kk

kK

Matsushita

*kk

*kk

Orion

*kk

*kk

Sanyo

*k%

*kk

Sharp

*kk

*kk

Sony

*kd

*kk

*kk

hkk

Toshiba

*kk

kkk

*kk

Hkk

dkk

Average®

66.8

60.9

56.6

50.9

38.5

' Data not reported.
2 Not applicable.
# Calculated for firms supplying both numerator and denominator data.

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

Source: Compiled from data submitted in response to Commission questionnaires.
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U.S. PRODUCERS’ SHIPMENTS

Data on U.S. producers’ shipments of CTVs are shown in tables III-3 through III-5. As shown in
table III-3, open-market U.S. shipments accounted for the vast majority of U.S. producers’ total
shipments.® Overall, the quantity and value of U.S. producers’ U.S. shipments of CTVs fell by 7.5
percent and by 2.1 percent, respectively, from 2000 to 2002, and decreased by 31.5 percent and by 28.6
percent, respectively, between interim 2002 and interim 2003 (table ITI-3). Despite these decreases in the
quantity and value of their shipments, U.S. producers experienced an increase in the unit values of their
U.S. shipments as well as their total shipments of CTVs. The unit value of U.S. shipments increased by
5.9 percent from 2000 to 2002 and rose by 4.3 percent from interim 2002 to interim 2003. Changes in
unit values may be more representative of shifts in product mix than in trends in product prices. Data on
prices are presented in Part V.

3 %%k reported no open-market U.S. shipments but instead reported that all of its shipments were to related sales
companies that are responsible for sales and marketing for all North American factories.
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Table IlI-3

CTVs: U.S. producers’ shipments, by types, 2000-02, January-March 2002, and January-March

2003
Calendar year January-March
Item 2000 2001 2002 2002 2003
Quantity (1,000 units)
Open-market U.S. shipments ok i ok b *k
Transfers to related firms' b b wokk b He
Total U.S. shipments 5,091 4,711 4,707 1,233 845
Export shipments? 323 233 245 - .
Total shipments 5,414 4,944 4,952 o ok
Value (1,000 dollars)
Open-market U.S. shipments o ek ik ik ok
Transfers to related firms' wk bl i ek we
Total U.S. shipments 2,569,257 2,481,005 2,514,467 625,702 447,034
Export shipments 223,994 205,702 213,593
Total shipments 2,793,251 2,686,707 | 2,728,060 ek bl
Unit value (per unif)

Open-market U.S. shipments $516.88 $542.45 $543.41 $518.36 $534.32
Transfers to related firms' o ik bl ek ok
Total U.S. shipments 504.67 526.64 534.20 507.46 529.03
Export shipments 693.48 882.84 871.81 e el
Total shipments 515.93 543.43 550.90 ok ok

! Data in all periods are for *** only.
2 Five firms reported export shipments in 2000, four reported such shipments in 2001 and 2002, and three firms
reported export shipments in interim 2003.

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

Note.—Because of rounding, figures may not add to the totals shown. Total U.S. shipment data may not match
those in tables -4 and III-5 because of minor reporting anomalies.
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Table lii-4

CTVs: U.S. producers’ U.S. shipments of projection and direct-view CTVs, 2000-02, January-

March 2002, and January-March 2003

Calendar year January-March
item 2000 2001 2002 2002 2003
Quantity (1,000 units)
Projection, combination bl o il x b
Projection, digital ik . . . Jokk
Projection, analog . . . . .
Subtotal 799 821 945 221 170
Direct-view, combination e e e bl o
Direct-view, digital ek ok ok ok ok
Direct-view, analog . . . . ok
Subtotal 4,295 3,891 3,815 1,013 675
Total' 5,094 4,712 4,760 1,234 845
Value ($1,000)
Projection, combination b e o ok ok
Projection, digital . . ek ik .
Projection, analog . ik . . .
Subtotal 1,012,341 1,080,276 | 1,186,597 279,996 232,839
Direct-view, combination bl ok bl b bl
Direct-view, digital ok ok ok ek ok
Direct-view, analog ik ok . . .
Subtotal 1,554,287 | 1,401,241 | 1,364,346 344,626 217,216
Total' 2,566,628 | 2,481,517 | 2,550,943 624,622 450,055
Unit value

Projection, combination G G i $ $
Projection, digital . ok . . .
Projection, analog . ik . Wik Wk
Average' 1,267.01 1,315.81 1,255.66 | 1,266.92| 1,369.64

Table continued on next page.
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Table Ill-4--Continued

CTVs: U.S. producers’ U.S. shipments of projection and direct-view CTVs, 2000-02, January-

March 2002, and January-March 2003

Calendar year January-March
Item 2000 2001 2002 2002 2003
Unit value
Direct-view, combination G i $r $r $**
Direct-view, digital . . ik . Wk
Direct-view, analog Wk . . ik ik
Average 361.88 360.12 357.63 340.20 321.80
Average 503.85 526.64 535.91 506.17 532.61
Share of quantity (percent)
Projection, combination e ok rxx ek okk
Projection, digital . . . . .
Projection, analog . . . . .
Subtotal 15.7 17.4 19.9 17.9 20.1
Direct-view, combination ok o e ek ok
Direct-view, digital bl ek ok Fkk ek
Direct-view, analog . . . . ok
Subtotal 84.3 82.6 80.1 82.1 79.9
Total 100.0 100.0 100.0 100.0 100.0
Share of value (percent)

Projection, combination e bl bl okk ok
Projection, digital ik Sk . ik ok
Projection, analog . . . sk .
Subtotal 394 435 46.5 448 51.7
Direct-view, combination ok o bl ek bl
Direct-view, digital el ok ok ok ek
Direct-view, analog ik . . . Wik
Subtotal 60.6 56.5 53.5 55.2 48.3
Total 100.0 100.0 100.0 100.0 100.0

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

! Totals and averages may not match those in tables Ill-3 and |li-5 because of minor reporting anomalies.
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Table llI-5

CTVs: U.S. producers’ U.S. shipments, by screen sizes, 2000-02, January-March 2002, and

January-March 2003

Calendar year January-March
Item 2000 2001 2002 2002 2003
Quantity (1,000 units)
21-26 inches 1,521 1,640 1,193 386 263
27-31 inches 1,628 1,268 1,646 404 257
32-34 inches 406 bl ok % el
35-40 inches 751 678 663 169 o
Above 40 inches 789 807 944 221 171
Total 5,095 il e ok 846
Value ($1,000)
21-26 inches 303,364 306,860 212,214 70,109 43,722
27-31 inches 440,203 356,351 432,509 112,581 66,703
32-34 inches 188,616 e e e e
35-40 inches 639,029 621,075 559,656 136,906 e
Above 40 inches 995,417 1,067,393 | 1,186,529 279,862 232,797
Total 2,566,629 ok b o 450,123
Unit value
21-26 inches $199.45 $187.11 $177.88 $181.63 $166.24
27-31 inches 270.39 281.03 262.76 278.67 259.54
32-34 inches 464.57 ok el bl el
35-40 inches 850.90 916.04 844.13 810.09 ok
Above 40 inches 1,261.62 1,322.67 1,2566.92 | 1,266.34 1,361.39
Average 503.75 il e ol 531.93
Share of quantity (percent)
21-26 inches 29.9 ok b el 31.1
27-31 inches 32.0 o b b 30.4
32-34 inches 8.0 bl b bl bl
35-40 inches 14.7 ok e o ok
Above 40 inches 15.5 o o o ok
Total 100.0 100.0 100.0 100.0 100.0

Table continued on next page.
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Table llI-5--Continued
CTVs: U.S. producers’ U.S. shipments, by screen sizes, 2000-02, January-March 2002, and
January-March 2003

Calendar year January-March
Item 2000 2001 2002 2002 2003
Share of value (percent)
21-26 inches 11.8 e i e 9.7
27-31 inches 17.2 o bl e 14.8
32-34 inches 7.3 ok e o o
35-40 inches 24.9 o il o e
Above 40 inches 38.8 ox o o 51.7
Total 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to the totals shown. Totals and averages may not match those in
tables IlI-3 and lll-4 because of minor reporting anomalies.

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

U.S. PRODUCERS’ PURCHASES

*¥* was the only U.S. producer that reported purchases of CTVs during the period for which
information was requested. *** indicated that its purchases were generally ***, often in smaller screen
sizes than those it produces in the United States. All of the firm’s purchases, which occurred in 4 of the
5 periods covered by the Commission’s questionnaire, were from ***. As a share of the quantity of its
own production, *** purchases accounted for *** percent in 2001, *** percent in 2002, *** percent in
interim 2002, and *** percent in interim 2003.

U.S. PRODUCERS’ INVENTORIES
Data on U.S. producers’ end-of-period inventories of CTVs are shown in table III-6.

Table 1lI-6
CTVs: U.S. producers’ end-of-period inventories, 2000-02, January-March 2002, and January-
March 2003

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

*#% U.S. producers supplied the Commission with employment data related to their production of
CTVs. These data are presented in table ITI-7.
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Table lI-7

CTVs: U.S. producers’ employment-related indicators, 2000-02, January-March 2002, and

January-March 2003'

Calendar year

January-March

Item 2000 2001 2002 2002 2003

Production-and-related workers

(PRWs) 4,184 3,828 3,993 3,495 2,884
Hours worked by PRWs

(1,000 hours) 10,412 9,893 9,782 2,266 2,018
Productivity (units produced per

hour) 0.5 0.5 0.5 0.5 0.4
Wages paid to PRWs ($7,000) 113,605 114,892 120,235 26,757 21,830
Hourly wages $10.91 $11.61 $12.29 $11.81 $10.82
Unit labor costs (per unit) $23.74 $23.39 $24.52 $23.76 $26.65

' Employment data were supplied by

kkk

Source: Compiled from data submitted in response to Commission questionnaires.
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PART IV: U.S. IMPORTS, APPARENT U.S. CONSUMPTION, AND
MARKET SHARES

U.S. IMPORTERS

The Commission sent importers’ questionnaires to 55 firms and received responses from 29. Of
those that responded, 10 reported that they did not import CTVs from any source during the period for
which information was requested. One firm, ***, supplied unusable information. Of the remaining 18
firms, four are U.S. producers, three are mass market merchandisers, and the remainder are small or large

distributors of CTVs. The four U.S. producers include ***, and the three mass market merchandisers are
skokk

U.S. IMPORTS

The import data presented in this section of the report are based on official Commerce statistics
unless indicated otherwise. The merchandise subject to these investigations enters into the United States
under HTS subheadings and statistical reporting numbers 8528.12.28, 8528.12.3250, 8528.12.3290,
8528.12.36, 8528.12.40, 8528.12.44, 8528.12.48, 8528.12.52, and 8528.12.56." HTS subheading
8528.12.28, however, is comprised of both subject and nonsubject merchandise, nonsubject merchandise
being CTVs with video display diagonals under 21 inches. Merchandise covered under that subheading
includes CTVs with video display diagonals almost as small as 35.56 cm or 14 inches. To extract
nonsubject imports, the petition reduced official Commerce statistics for HTS subheading 8528.12.28 by
91.8 percent in 2000, 92.8 percent in 2001, and by 91.4 percent in 2002. The import data for that
subheading presented in this section of the report have been adjusted downward accordingly;
furthermore, imports under the subheading for January-March 2002 and January-March 2003 were
similarly reduced by 91.4 percent.

Data on U.S. imports of CTVs by sources are presented in table IV-1. In general, U.S. imports
from all sources increased between 2000 and 2002 and decreased slightly between the interim periods.
Combined U.S. imports from China and Malaysia increased in all periods but rose most sharply between
2001 and 2002.

Reporting importers of CTVs in 2002 and the volume of imports reported by each importer are
shown in table IV-2.

The majority of U.S. importers’ U.S. shipments of CTVs imported from China consisted of
direct-view as opposed to projection CTVs and were concentrated in screen sizes of between 27 and 31
inches (tables IV-3 and IV-5). U.S. importers’ U.S. shipments of CTVs imported from Malaysia were all
direct-view CTVs, also concentrated in screen sizes of 27-31 inches (tables IV-4 and IV-6).

! Incomplete CTVs, as defined for purposes of these investigations, also enter the United States under the listed
HTS subheadings. Based on responses to the Commission’s questionnaires, there were no imports of incomplete
CTVs during the period for which information was requested.
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Table IV-1

CTVs: U.S. imports, by sources, 2000-02, January-March 2002, and January-March 2003

Calendar year January-March
Source 2000 2001 2002 2002 2003

Quantity (1,000 units)
China 16 56 1,291 92 186
Malaysia 194 315 1,365 51 175
Subtotal 210 371 2,655 143 361
Mexico 10,241 10,704 10,791 2,306 1,893
All others 92 209 482 41 76
Subtotal 10,332 10,913 11,272 2,348 1,969
Total 10,542 11,284 13,928 2,491 2,330

Value (1,000 dollars)'
China 3,779 27,007 271,110 18,217 27,651
Malaysia 38,858 64,033 247,018 10,867 34,038
Subtotal 42,637 91,040 518,128 29,083 61,689
Mexico 3,508,002} 3,802,311 | 4,125,373 860,427 763,357
All others 57,259 97,781 151,493 13,669 18,596
Subtotal 3,665,261 | 3,900,092 | 4,276,866 874,096 781,954
Total 3,607,898 | 3,991,132| 4,794,994 903,179 843,643

Unit value (per unit)’
China $239.03 $483.48 $210.04 $197.15 $148.65
Malaysia 200.35 203.02 181.01 215.09 194.72
Average 203.27 245.22 195.13 203.49 170.97
Mexico 342.56 355.22 382.31 373.06 403.29
All others 624.58 468.27 314.61 330.54 243.80
Average 345.06 357.38 379.41 372.31 397.11
Average 342.24 353.69 344.28 362.62 362.09

Table continued on next page.




Table IV-1--Continued

CTVs: U.S. imports, by sources, 2000-02, January-March 2002, and January-March 2003

Calendar year January-March
Source 2000 2001 2002 2002 2003
Share of quantity (percent)
China 0.1 0.5 9.3 3.7 8.0
Malaysia 1.8 2.8 9.8 2.0 7.5
Subtotal 2.0 3.3 19.1 5.7 15.5
Mexico 97.1 94.9 775 92.6 81.2
All others 0.9 1.9 3.5 1.7 3.3
Subtotal 98.0 96.7 80.9 94.3 845
Total 100.0 100.0 100.0 100.0 100.0
Share of value (percent)

China 0.1 0.7 5.7 20 3.3
Malaysia 1.1 1.6 52 1.2 4.0
Subtotal 1.2 23 10.8 3.2 7.3
Mexico 97.2 95.3 86.0 95.3 90.5
All others 1.6 2.4 3.2 1.5 22
Subtotal 98.8 97.7 89.2 96.8 92.7
Total 100.0 100.0 100.0 100.0 100.0

! Landed, duty-paid.

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

Source: Compiled from official Commerce statistics with adjustments to exclude nonsubject merchandise.




Table IV-2
CTVs: Reporting U.S. importers in. 2002 and the volume of their reported imports

* * * * * * *
Table IV-3

CTVs: U.S. importers’ reported U.S. shipments of imports from China, by types of CTVs, 2000-02,
January-March 2002, and January-March 2003

* * * * * * *

Table IV-4
CTVs: U.S. importers’ U.S. shipments of imports from Malaysia, by types of CTVs, 2000-02,
January-March 2002, and January-March 2003

* * * * * * *

Table IV-5
CTVs: U.S. importers’ U.S. shipments of product imported from China, by screen sizes, 2000-02,
January-March 2002, and January-March 2003

* * * * * * *

Table IV-6
CTVs: U.S. importers’ U.S. shipments of product imported from Malaysia, by screen sizes, 2000-
02, January-March 2002, and January-March 2003

* * * * * * *

APPARENT U.S. CONSUMPTION

Data on apparent U.S. consumption of CTVs are shown in table IV-7. Apparent U.S.
consumption of CTVs increased by 19.2 percent on the basis of quantity and by 18.3 percent on the basis
of value from 2000 to 2002, and decreased by 14.7 percent and 15.6 percent, respectively, between the
interim periods.

MARKET SHARES

Data on market shares are presented in table IV-8. The data generally reveal that U.S. producers
lost market share in all periods, while subject imports from China and Malaysia greatly increased market
share.



Table IV-7

CTVs: U.S. producers’ U.S. shipments, U.S. imports, by sources, and apparent U.S. consumption,
2000-02, January-March 2002, and January-March 2003

Calendar year

January-March

Item 2000 2001 2002 2002 2003
Quantity (1,000 units)

U.S. producers’ U.S. shipments 5,091 4,711 4,707 1,233 845
U.S. imports' from--

China 16 56 1,291 92 186

Malaysia 194 315 1,365 51 175

Subtotal 210 371 2,655 143 361

Mexico 10,241 10,704 10,791 2,306 1,893

All other sources 92 209 482 41 76

Subtotal 10,332 10,913 11,272 2,348 1,969

All countries 10,542 11,284 13,928 2,491 2,330

Apparent U.S. consumption 15,633 15,995 18,635 3,724 3,175

Value (1,000 dollars)

U.S. producers’ U.S. shipments 2,569,257 | 2,481,005| 2,514,467 625,702 447,034
U.S. imports' from--

China 3,779 27,007 271,110 18,217 27,651

Malaysia 38,858 64,033 247,018 10,867 34,038

Subtotal 42,637 91,040 518,128 29,083 61,689

Mexico 3,508,002 | 3,802,311 | 4,125,373 860,427 763,357

All other sources 57,259 97,781 151,493 13,669 18,596

Subtotal 3,565,261 | 3,900,092 | 4,276,866 874,096 781,954

All countries 3,607,898 | 3,991,132| 4,794,994 903,179 843,643

Apparent U.S. consumption 6,177,155 6,472,137 | 7,309,461 1,528,881| 1,290,677

statistics.

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

' Adjusted to exclude nonsubject imports entered under HTS subheading 8528.12.28.

Source: Compiled from data submitted in response to Commission questionnaires and official Commerce




Table IV-8

CTVs: Apparent U.S. consumption and market shares, 2000-02, January-March 2002, and January-

March 2003
Calendar year January-March
Item 2000 2001 2002 2002 2003
Quantity (1,000 units)
Apparent U.S. consumption 15,633 15,995 18,635 3,724 3,175
Value (1,000 dollars)
Apparent U.S. consumption 6,177,155| 6,472,137 | 7,309,461| 1,528,881] 1,290,677
Share of quantity (percent)
U.S. producers’ U.S. shipments 32.6 29.5 25.3 33.1 26.6
U.S. imports from--
China 0.1 0.3 6.9 25 5.9
Malaysia 1.2 2.0 7.3 1.4 5.5
Subtotal 1.3 23 14.2 3.8 11.4
Mexico 65.5 66.9 57.9 61.9 59.6
All other sources 0.6 1.3 26 1.1 24
Subtotal 66.1 68.2 60.5 63.0 62.0
All countries 67.4 70.5 74.7 66.9 73.4
Share of value (percent)
U.S. producers’ U.S. shipments 41.6 38.3 34.4 40.9 34.6
U.S. imports from--

China 0.1 0.4 3.7 1.2 21
Malaysia 0.6 1.0 3.4 0.7 2.6
Subtotal 0.7 1.4 71 1.9 4.8
Mexico 56.8 58.7 56.4 56.3 59.1
All other sources 0.9 1.5 2.1 0.9 1.4
Subtotal 57.7 60.3 58.5 57.2 60.6
All countries 58.4 61.7 65.6 59.1 65.4

statistics.

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

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce




PART V: PRICING AND RELATED INFORMATION

FACTORS AFFECTING PRICES
Raw Material Costs

The main raw materials used to make CTVs are printed circuit boards and the cathode ray tube,
which consists of the picture tube and the cone. Since CTVs are assembled manufactures, the cost of the
components is relatively high. Altogether, raw material costs account for approximately 86 percent of
the cost of goods sold in 2002.

Transportation Costs

Transportation costs for CTVs from China and Malaysia to the United States (excluding U.S.
inland costs) are estimated to be approximately 7.7 and 8.5 percent of the customs value for CTVs,
respectively.! These estimates are derived from official import data and represent the transportation and
other charges on imports valued on a c.i.f. basis, as compared with customs value.

The producers and importers of CTVs were asked to estimate the cost of U.S. inland
transportation of their products. The four producers responding to this question noted that transportation
costs are between 1.5 and 3.0 percent. Importers’ inland transportation costs were a little higher, with 11
responding that transportation accounts for between 2.3 and 5.0 percent of the total delivered cost of the
CTVs they import, and 5 estimated these costs to be between 8.0 and 12.0 percent.

Tariff Rates

CTVs subject to these investigations from China and Malaysia enter the United States under
HTS subheadings 8528.12.28, 8528.12.32, 8528.12.36, 8528.12.40, 8528.12.44, 8528.12.48, 8528.12.52,
and 8528.12.56. The normal trade relations tariff rates for these CTVs are currently either 3.9 or 5.0
percent. The weighted-average tariff rates for CTVs from China and Malaysia in 2002 were 5.0 and 4.9
percent, respectively.

Exchange Rates

Quarterly data reported by the International Monetary Fund indicate that the nominal value of
the Chinese yuan remained stable relative to the U.S. dollar from January 2000 to March 2003 (figure V-
1). The nominal value of the Malaysian ringgit also remained stable vis-a-vis the U.S. dollar between
January 2000 and March 2003, whereas its real value depreciated until the fourth quarter of 2001 but has
since gained back almost completely the real value it had lost (figure V-2). The currencies of China and
Malaysia are both fixed relative to the U.S. dollar.

! Data adjusted as noted in Part IV to exclude CTVs less than 21 inches under HTS subheading 8528.12.28.
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Figure V-1
Exchange rates: Index of the nominal exchange rate of the Chinese yuan relative to the U.S.
dollar, by quarters, January 2000-March 2003
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Source: International Monetary Fund, International Financial Statistics, April 2003.

Figure V-2
Exchange rates: Indices of the nominal and real exchange rates of the Malaysian ringgit relative
to the U.S. dollar, by quarters, January 2000-March 2003
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PRICING PRACTICES
Pricing Methods

Four of six responding producers noted that they sold 100 percent of their CTVs via contracts.
Of the remaining two, *** noted that it sold *** percent on a contract basis and *** sells *** percent on
the spot market. Importers, on the other hand, sell mainly on the spot market. For two of the 12
responding importers, *** 100 percent via contracts. The remaining ten noted selling 100 percent of
their CTVs on the spot market. Importers *** did not respond to this question, but did fill in information
regarding contracts in other questions.

Five of six responding producers noted that contracts are typically one year in length and include
a fixed price with at least an estimated quantity. *** contracts are six months in length and *** has no
quantity requirements. *** contracts contain meet-or-release provisions, along with ***. Importers ***
use annual contracts, *** using 90- to 120-day contracts, and *** sells via 45-day contracts. ***
contracts fix both price and quantity, *** fixes price only, and *** fixes neither. The standard
requirement for *** is a container load.

Sales Terms and Discounts

Shipping practices vary for both producers and importers. Four of seven producers quote on an
f.0.b. basis, two quote on a delivered basis, and *** prepays freight, but title passes when tendered to the
carrier. For the fifteen responding importers, seven sell on a delivered basis, seven on an f.0.b. basis
(either f.0.b. U.S. warehouse, U.S. port, or foreign port for ***), and one either f.o.b. or delivered. Four
of the seven domestic producers arrange delivery, whereas three allow the purchaser to arrange it.
Fourteen of seventeen importers, however, arrange transport, with ***2 The majority of producers carry
net 30 pricing terms, with *** requiring payment within 15 days, *** in 31 days, and *** in 45 days.
*** however, offer a *** discount for paying within 30 days. Importers’ responses varied greatly,
though. Six importers carry net 30 terms of payment. *** has 31-day payment terms, *** 30 to 39 days,
*** 45 days, *** 60 days, *** 90 days, and *** require a letter of credit on site.

Pricing is determined by many factors for both producers and importers of CTVs. Among the
methods used are price lists, negotiation on a case-by-case basis, volume pricing, cost, contracts for
multiple shipments, by brand and features, profit margin, and calculation using market intelligence.

Discount policy also varies by company. Three of the seven producers and six of fourteen
importers offer no discounts. Three domestic producers and seven of fourteen importers offer volume
rebates to some customers. In addition, *** offer merchandise incentive rebates (for in-store product
displays).

PRICE DATA

The Commission requested U.S. producers and importers of CTVs to provide quarterly f.o.b.
data for the total quantity and value of CTVs that were shipped to unrelated purchasers in the U.S.
market. Data were requested for the period January 2000 to March 2003. Pricing data were requested
for the following seven product categories, with sales to the retail market and to original equipment
manufacturers (OEMs) noted separately:
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Product 1.-27-inch (27V) direct-view analog (non-HD ready) CTV with curved tube, 4:3
aspect ratio, stereo sound, rear AV input jacks, front AV input, standard remote

Product 2.-27-inch (27V) direct-view analog (non-HD ready) step-up model CTV with
curved tube, 4:3 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Product 3.— 27-inch (27V) direct-view analog (non-HD ready) step-up model CTV with flat
screen, 4:3 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Product 4.— 32-inch (32V) direct-view analog (non-HD ready) step-up model CTV with
curved tube, 4:3 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Product 5.— 32-inch (32V) direct-view analog (non-HD ready) step-up model CTV with flat
screen, 4:3 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Product 6.-32-inch (32V) direct-view digital (HD-ready) step-up model CTV with flat
screen, 4:3 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Product 7.-30-inch (30V) direct-view digital (HD-ready) step-up model CTV with flat
screen, 16:9 aspect ratio, MTS/SAP stereo sound, rear AV input/output jacks,
component video input, S-video input, digital comb filter, universal remote

Since there are many features that a CTV may have, producers and importers were asked to
include any products that were very similar to the stated product, so that they may compete in the
marketplace. As such, CTVs that were no more than 1 inch different were considered to be competitive
with the stated product, as long as most of the features were the same.

Respondent Funai cautioned that the Commission should not reach conclusions about
underselling/overselling based on these seven product comparisons since they do not distinguish between
everyday sales and promotional sales, brand names play a part in quality or perceived quality, and the
Commission doesn’t have enough information to properly classify each firm’s reported sales.?
Respondent Wal-Mart also believes that price-to-price comparisons may be misleading since its bid
process **** Funai and Wal-Mart also noted that *** 5 *%k 6 sekok 7 ok sk

3 ***'
4 Wal-Mart’s postconference brief, p. 9.
5 ***.
6 ***'
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In all, usable pricing data were received from four producers and seven importers.® Pricing data
reported by these firms accounted for 35.8 percent of U.S. producers’ shipments of CTVs and 28.9 and
1.0 percent of U.S. shipments of subject imports from China and Malaysia, respectively, in 2002. The
majority of imports from Malaysia were imported directly to ***, and do not show up in these numbers.
If included, the figure would be *** percent. Pricing data for products 1 through 6 are shown in tables
V-1 to V-7 and figure V-2. Most pricing data collected were for sales to the retail market; all sales to
OEMs were made by domestic producers and can be found in table V-2. No data were received for
product 7. Pricing data were also asked of direct importers. The landed, duty-paid price and quantity
data can be found in table V-8.

Table V-1
CTVs: Weighted-average quarterly f.o0.b. prices, quantities, and margins of underselling for
domestic and imported product 1 sold to retailers, January 2000-March 2003

* * * * * * *

Table V-2
CTVs: Weighted-average quarterly f.o.b. prices and quantities for products 1, 2, and 4 sold to
OEMs, January 2000-March 2003

* * * * * * *

Table V-3
CTVs: Weighted-average quarterly f.o.b. prices, quantities, and margins of underselling for
domestic and imported product 2 sold to retailers, January 2000-March 2003

* * * * * * *

Table V-4
CTVs: Weighted-average quarterly f.o.b. prices, quantities, and margins of underselling for
domestic and imported product 3 sold to retailers, January 2000-March 2003

* * * * * * *

Table V-5
CTVs: Weighted-average quarterly f.o.b. prices, quantities, and margins of underselling for
domestic and imported product 4 sold to retailers, January 2000-March 2003

* * * * * * *

Table V-6
CTVs: Weighted-average quarterly f.o.b. prices, quantities, and margins of underselling for
domestic and imported product 5 sold to retailers, January 2000-March 2003

* * * * * * *

¥ Some producers and/or importers had negative quantities and/or values for certain quarters due to returns and
phase-outs. Where these negative values occurred, the data were subtracted from the most recent quarter with a
large sales volume.
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Table V-7
CTVs: Weighted-average quarterly f.o.b. prices and quantities for domestic product 6 sold to
retailers, and margins of underselling/(overselling, January 2000-March 2003

* * * * * * *

Table V-8
CTVs: Weighted-average quarterly landed, duty-paid prices and quantities for products 1, 3, and
4 imported and sold by retailers, January 2000-March 2003

% * % * * * *

Figure V-2
CTVs: Weighted-average f.0.b. prices of domestic and imported product, January 2000- March
2003

Price Trends

The CTV market is characterized by price erosion, due to technology improvements that both
increase quality and decrease cost. As with other goods such as automobiles, new models may come out
every year, if not more often, that are slightly different in styling or performance and incorporate updated
pricing or features. Noting this trend, the consumer price index for televisions (not seasonally adjusted)
has decreased each year since 1981.° After an 11-year trend of remaining relatively stable, the index
increased between 1978 and 1981. Prices <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>