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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-1058 (Final)
WOODEN BEDROOM FURNITURE FROM CHINA
DETERMINATION

On the basis of the record* developed in the subject investigation, the United States International
Trade Commission (Commission) determines, pursuant to section 735(b) of the Tariff Act of 1930 (19
U.S.C. 8 1673d(b)) (the Act), that an industry in the United States is materially injured by reason of
imports from China of wooden bedroom furniture, provided for in subheadings 9403.50.90 and
7009.92.50 of the Harmonized Tariff Schedule of the United States, that have been found by the
Department of Commerce (Commerce) to be sold in the United States at less than fair value (LTFV).

BACKGROUND

The Commission instituted this investigation effective October 31, 2003, following receipt of a
petition filed with the Commission and Commerce by the American Furniture Manufacturers Committee
for Legal Trade and its individual members; the Cabinet Makers, Millmen, and Industrial Carpenters,
Local 721; the UBC Southern Council of Industrial Workers, Local 2305; the United Steelworkers of
America, Local 193U; the Carpenters Industrial Union, Local 2093; the Teamsters, Chauffeurs,
Warehousemen and Helpers, Local 991; and the IUE, Industrial Division of the CWA, Local 82472.

The final phase of the investigation was scheduled by the Commission following notification of a
preliminary determination by Commerce that imports of wooden bedroom furniture from China were
being sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C. 8 1673b(b)). Notice of
the scheduling of the final phase of the Commission’s investigation and of a public hearing to be held in
connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register
of July 15, 2004 (69 FR 42452). The hearing was held in Washington, DC, on November 9, 2004, 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)).
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UNITED STATES INTERNATIONAL TRADE COMMISSION

WOODEN BEDROOM FURNITURE FROM CHINA
Investigation No. 731-TA-1058 (Final)

VIEWS OF THE COMMISSION

Based on the record in this investigation, we find that an industry in the United States is
materially injured by reason of imports of wooden bedroom furniture that are sold in the United States at
less than fair value (“LTFV™).

l. BACKGROUND

The petition in this investigation was filed on October 31, 2003. The petitioners include the
American Furniture Manufacturers Committee for Legal Trade, an ad hoc association of U.S.
manufacturers of wooden bedroom furniture,* and six unions: Local 721 of the Cabinet Makers, Millmen,
and Industrial Carpenters; Local 2305 of the UBC Southern Council of Industrial Workers; Local 193U of
the United Steelworkers of America; Local 2093 of the Carpenters Industrial Union Local; and Local 991
of the Teamsters, Chauffeurs, Warehousemen and Helpers Union; and Local 82472 of the IUE, Industrial
Division of CWA.

Respondents include the Furniture Retailers of America, an ad hoc association of 35 retailers and
importers of wooden bedroom furniture;* the Committee for Free Trade in Furniture, an ad hoc
association of retailers and manufacturers;® Furniture Brands International,* the largest U.S. producer of
wooden bedroom furniture; the Chinese producers and importers Maria Yee Inc., Guangzhou Maria Yee
Furnishings Ltd., and Pyla HK Ltd. (the “Maria Yee Group” or “Maria Yee™); the Chinese producers
Lacquer Craft Manufacturing Co. and Markor International Furniture (Tianjin) Manufacturing Co.; and
the Coalition of Certain China Furniture Producers. Several Chinese exporters and U.S. importers of
wooden bedroom furniture entered appearances in the proceeding but did not appear at the hearing or file
briefs with the Commission.®

! The Committee includes such manufacturers as Basset Furniture, Century Furniture, L & J.G. Stickley,
Pennsylvania House, Vaughan-Bassett Furniture, and Vaughan Furniture. The petition contains a list of the
Committee’s members. Petition at Ex. 1. Two original members of the Committee, Cresent and Hooker,
subsequently withdrew from the Committee.

2 The Group includes such retailers of wooden bedroom furniture as The Bombay Company, Crate & Barrel, J.C.
Penney, Marlo Furniture, Pier 1 Imports, Rooms To Go, and Super Stores of America.

% The Committee includes the furniture manufacturers and retailers Aico Furniture, Fine Furniture Design &
Marketing, Kemp Furniture, Legacy Classic Furniture, Magnussen Home, Samuel Lawrence Furniture, Schnadig
Furniture, and Universal Furniture International.

* Furniture Brands manufactures and sells such furniture brands as Lane, Broyhill, Thomasville, Drexel Heritage,
Henredon, and Maitland Smith.

® These exporters and importers include Rui Feng Woodwork, Rui Feng Lumber Development, Naihai Jiantai
Woodwork, Yangchun Hangli Furniture Co., Dorbest Ltd., American Signature Inc., Value City Imports, Value City
Furniture, Master Design and Test Rite, Brstl Inc./Royal Patina, Keller Furniture, Lewis & Son, Powell Company,
Pride Saser Home Furnishings, Trendex Industries, and the Dongguan Lung Dong Group, among others.
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Wooden bedroom furniture (“WBF”) is wooden furniture that is designed and manufactured for
use in the bedroom. WBF includes beds, night stands, chests, armoires, and dressers with mirrors, among
other things. There are a large number of WBF producers in the United States, with more than 50 firms
reporting production of WBF during the period of investigation.® The ten largest U.S. producers
accounted for approximately 56 percent of U.S. producer shipments in 2003.”

There are also a large number of producers of wooden bedroom furniture in China. The petition
identified 133 Chinese producers and exporters of wooden bedroom furniture® and the Commission
received foreign producer responses from 154 Chinese producers of WBF.® China was the largest source
of imported WBF during the period of investigation, accounting for 50.2 percent of WBF imports in
2003.%° Chinese production capacity for WBF grew considerably during the POI, more than doubling
(based on pieces) between 2001 and 2003."* Capacity in China is projected to increase by *** percent
from 2003 to 2004 and by an additional *** percent from 2004 to 2005.%

Subject imports of WBF entered the U.S. market during the period of investigation in rapidly
increasing volumes and were consistently priced below the domestic merchandise.** Due to underselling
by subject imports, the domestic industry lost 15.3 percentage points of market share to the subject
imports by 2003.** The industry also lost 7.0 percentage points of market share to lower-priced subject
imports between interim 2003 and interim 2004." This lost market share and consistent underselling by
subject imports occurred at the same time that the industry’s production, shipment, sales and profitability
levels all fell significantly.*

Members of the domestic industry were themselves importers of a substantial volume of subject
imports during the period,'” but their share of total imports remained essentially stable throughout the
POI.2® Accordingly, importers who were not domestic producers accounted for the large majority of
subject imports, as well as the bulk of the increases in subject volumes, during the period of
investigation.*®

® Confidential Staff Report (“CR”) at I-5, I11-1 & Table I11-1, Public Staff Report (“PR”) at 1-4, 111-1 & Table IlI-
1. The petition identified 125 U.S. producers of wooden bedroom furniture. Petition at Exs. 1 & 2.

"CRat -5, PR at I-4.
8 CR/PR at VII-1, n.4.

® CR/PR at VII-1. The record indicates that China may possess 50,000 furniture makers employing more than 5
million workers. CR at VII-6-7, PR at VII-5.

9 CR/PR at Table IV-1.

" CR/PR at Table VII-1.

12 CR/PR at Table VII-1.

1% See, e.0., CR/PR at Tables V-5-V-12 & Figures V-5-V-12.
Y CR/PR at Table IV-8.

> CR/PR at Table IV-8.

8 CR/PR at Tables I11-2, 111-4, & VI-1.

" CR at IV-10, PR at IV-9.

8 CR at IV-10; PR at I1V-9.

¥ d.
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Il DOMESTIC LIKE PRODUCT

To determine whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“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
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 sold at less than fair value, the Commission
determines what domestic product is like the imported articles that Commerce has identified.?

219 U.S.C. § 1677(4)(A).
2 g,
219 U.S.C. § 1677(10).

28 See, e.9., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel
Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’|
Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case’”). The Commission generally considers a number of
factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution;

(4) customer and producer perceptions of the products; (5) common manufacturing facilities, production processes,
and production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455, n.4; Timken Co. V.
United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996).

2 See, e.0., 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 domestic 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 Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find single
domestic like product corresponding to several different classes or kinds defined by Commerce); Torrington,
747 F. Supp. at 748-52 (affirming Commission’s determination of six domestic like products in investigations where
Commerce found five classes or kinds).
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A. Product Description

In its final determination, Commerce defined the imported merchandise within the scope of these
investigations as “wooden bedroom furniture.” As defined in the scope, wooden bedroom furniture is:

generally, but not exclusively, designed, manufactured, and offered for sale in coordinated
groups, or bedrooms, in which all of the individual pieces are of approximately the same style
and approximately the same material and/or finish. The subject merchandise is made
substantially of wood products, including both solid wood and also engineered wood products
made from wood particles, fibers, or other wooden materials such as plywood, oriented strand
board, particle board, and fiberboard, with or without wood veneers, wood overlays, or laminates,
with or without non-wood components or trim such as metal, marble, leather, glass, plastic, or
other resins, and whether or not assembled, completed, or finished.

The subject merchandise includes . . . (1) wooden beds, such as loft beds, bunk beds, and other
beds; (2) wooden headboards for beds (whether stand alone or attached to side rails), wooden
footboards for beds, wooden side rails for beds, and wooden canopies for beds; (3) night tables,
night stands, dressers, commodes, bureaus, mule chests, gentlemen’s chests, bachelor’s chests,
lingerie chests, wardrobes, vanities, chessers, chifforobes, and wardrobe-type cabinets; (4)
dressers with framed glass mirrors that are attached to, incorporated in, sit on, or hang over the
dresser; (5) chests-on-chests, highboys, lowboys, chests of drawers, chests, door chests,
chiffoniers, hutches, and armoires; (6) desks, computer stands, filing cabinets, book cases, or
writing tables that are attached to or incorporated in the subject merchandise; and (7) other
bedroom furniture consistent with the above list.”

Commerce excluded from the scope of this investigation several types of wooden furniture that
may be used in a bedroom, such as “seats, chairs, benches, couches, sofas, sofa beds, stools and other
seating furniture,” “mattresses, mattress supports (including box springs), infant cribs, water beds, and
futon frames,” “office furniture, such as desks, stand-up desks, computer cabinets, filing cabinets,
credenzas, and bookcases,” “dining room or kitchen furniture, such as dining tables, chairs, servers,
sideboards, buffets, corner cabinets, china cabinets, and china hutches,” and “other non-bedroom
furniture, such as television cabinets, cocktail tables, end tables, occasional tables, wall systems, book
cases, and entertainment systems.”?

WBF is wooden furniture designed and manufactured for use in the bedroom. It includes such
items of wooden furniture as beds, nightstands, chests, armoires, and dressers with mirrors. Although
these items of furniture have differing physical characteristics and end uses, they generally are designed
and offered for sale in coordinated groups and share the same basic design, finish, and construction.”
WBF is used primarily in residences, lodging, and long-term care facilities, such as assisted living
facilities.®

2769 Fed. Reg. 67314 (November 17, 2004) (footnotes deleted).

%8 69 Fed. Reg. at 67314. Commerce also excluded from the scope any bedroom furniture “made primarily of
wicker, cane, osier, bamboo or rattan,” or “in which bentwood parts predominate,” metal side rails for beds if they
are sold separately from the head and footboard, jewelry armories, cheval mirrors, and certain metal parts. 69 Fed.
Reg. at 67314.

# CRat I-11; PR at I-9-11.
®CRatI-11; PR at I-9.
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B. Analysis and Finding

1. Preliminary Determination

In the preliminary phase of this investigation, both petitioners and respondents agreed that we
should find that there is one domestic like product, consisting of all WBF.®* In our preliminary
determination, we found that all WBF constituted one domestic like product.*> While we acknowledged
that individual items of WBF — such as beds, nightstands, and dressers — were not fully interchangeable
for one another because they do not share the exact same physical characteristics and uses, we also found
that all of the individual items of WBF share the same broad physical characteristics and end uses in that
they are items of wooden furniture designed and manufactured for use in a bedroom.** We further found
that WBF generally is designed, manufactured, and sold in coordinated groups called bedroom “suites,”**
that it is sold primarily to retailers in the United States, that it is produced using the same production
processes on the same production lines, and that it generally is perceived by market participants to be a
single product category.®

2. Parties’ Arguments

In this final phase of this investigation, petitioners again argue there is one domestic like product
in this investigation, consisting of all WBF.*® Petitioners assert that all items of WBF are designed,
manufactured, distributed, marketed, and sold as bedroom suites.*” They contend that industry
participants do not view the individual items within the WBF category as separate and distinct products
and that the physical characteristics and end uses of these items are broadly similar.*® They also argue
that most WBF is sold in similar channels of distribution (i.e., to retailers), and that all items of WBF are
produced on the same manufacturing lines using the same employees and production processes.*

Generally, respondents do not challenge petitioners’ proposed domestic like product. However,
one respondent group, the Maria Yee Group, argues that “joinery” WBF should be considered a different
domestic like product than other types of WBF.*° According to the Maria Yee Group, “joinery” WBF —
which is made entirely of solid wood and uses no fasteners (such as nails or screws) in its construction —
is more durable, more attractive, and more expensive than non-joinery WBF.** Maria Yee asserts that the
production process for joinery WBF is more labor-intensive than the process used to produce non-joinery

%1 petition at 20; Petitioners Postconference Brief at Ex. 1, p. 5; Lacquer Craft Postconference Brief at pp. 7-12.

%2 Wooden Bedroom Furniture from China, Inv. No. 731-TA-1058 (Preliminary), USITC Pub. 3667 (January
2004) at 8-9 (“Prelim. Det.”).

% Prelim. Det. at 8-9.

% Wooden bedroom suites also can be referred to as bedroom collections, bedroom groups, or bedrooms.
% Prelim. Det. at 9-10.

% petitioners Prehearing Brief at 7-14.

%7 petitioners Prehearing Brief at 8.

% petitioners Prehearing Brief at 8-9.

% petitioners Prehearing Brief at 9-10.

0 Maria Yee Prehearing Brief at 7-13.

1 Maria Yee Prehearing Brief at 9-10.
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WBF,* and that joinery WBF is therefore more expensive than other forms of WBF.** Maria Yee asserts
that joinery WBF is sold only to high-end resellers of WBF, such as Crate & Barrel and Room & Board.*

Petitioners argue in response that there is no clear dividing line between joinery and non-joinery
WBF.* Petitioners argue that, once assembled, joinery WBF has the exact same physical characteristics
and end uses as other types of WBF and that the only difference between the products is the manner in
which joinery WBF is physically joined together.® Petitioners argue that joinery WBF and non-joinery
WABEF are interchangeable and there is no record evidence indicating a strong purchaser preference for
joinery WBF.*" Finally, petitioners contend, producer and importer responses to the Commission’s
guestionnaires indicate that there are more similarities than differences between joinery and non-joinery
furniture.*®

3. Joinery WBF is Part of the Same Domestic Like Product as Other
Types of WBF

On the basis of the record as a whole, we do not find joinery WBF to be a different domestic like
product than other forms of WBF. First, there are not significant physical and end use differences
between joinery and non-joinery WBF. Although Maria Yee emphasizes that joinery furniture is
physically distinguished from other forms of WBF because it is made of solid wood and uses no fasteners
in its assembly process,* one of the critical distinguishing characteristics of the products covered by the
scope is that they are made substantially of wood and wood products.®® In addition, other high-end forms
of WBF are manufactured solely or primarily from solid wood, as is joinery furniture.*

Furthermore, although joinery WBF is, in one sense, distinguished from non-joinery furniture
because it is assembled without fasteners, joinery WBF, once assembled, has the same basic physical
appearance and is used for the same basic purposes as other forms of WBF.>? In fact, domestic producers
and importers who have familiarity with joinery products report that joinery WBF is “all but
indistinguishable” from other forms of high-quality WBF.>* Given this, we find that joinery and non-
joinery furniture share similar characteristics and uses and are interchangeable for one another.*

2 Maria Yee Prehearing Brief at 11-12.

3 Maria Yee Prehearing Brief at 12-13.

“ Maria Yee Prehearing Brief at 12-13; Tr. at 226 (Mr. Zaucha).
* Petitioners Prehearing Brief at 10-11.

“6 petitioners Prehearing Brief at 11.

47 Petitioners Prehearing Brief at 11-12.

“8 petitioners Prehearing Brief at 11-14.

“ Maria Yee Prehearing Brief at 1.

 CR at I-7-8, PR at I-5-7.

' CRat I-14, PR at I-11.

52 See, e.0., CR/PR at Figures I-1, 1-2, 1-3 & 1-4.
5 1d.

% Domestic Producer’s Questionnaire Response of ***, Question 11-30. Although Maria Yee’s customers Crate
& Barrel and Room & Board testified at the hearing that their retail customers perceived there to be a significant
difference between joinery and non-joinery WBF, Tr. at 229-231, other producers and importers who have
familiarity with the products assert that they are fully interchangeable with each other once assembled. Domestic
(continued...)
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Moreover, although there are production differences between joinery WBF and other forms of
WBEF, they are not significant enough to warrant treating joinery WBF as a different domestic like
product than other WBF. While Maria Yee asserts the production process for joinery furniture is labor-
intensive and involves significant amounts of hand work during the assembly process, most WBF,
including high-end forms of WBF, is assembled into its final form by hand.> In addition, like most non-
joinery WBF, joinery WBF is marketed and sold to furniture retailers, such as Crate & Barrel and Room
& Board.*® Finally, the record evidence with respect to pricing indicates that average unit values for
joinery WBF are not significantly different than the range of prices reported for the domestic price
comparison products.®’

On the whole, while there may be some physical and production differences between joinery and
non-joinery WBF, we do not conclude that they are significant enough to warrant finding that joinery and
non-joinery furniture are different domestic like products. The record indicates that joinery and non-
joinery WBF have the same basic physical characteristics and end uses, are interchangeable for one
another, undergo somewhat similar production processes, and are sold at comparable price levels in
similar channels of distribution. Joinery furniture is simply part of the continuum of products comprising
WBF. Given this, we find there is one domestic like product in this final phase investigation, consisting
of both joinery and non-joinery forms of WBF.%®

M. DOMESTIC INDUSTRY AND RELATED PARTIES

The domestic industry is defined as “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 defining the domestic industry, the Commission’s general
practice has been to include in the industry all domestic production of the domestic like product, whether
toll-produced, captively consumed, or sold in the domestic merchant market.®® We find the domestic
industry to include all U.S. producers of WBF.

5 (...continued)
Producer’s Questionnaire Responses of *** and *** at Question 11-30; Importer’s Questionnaire Responses of ***
and *** at Question 11-16.

 See CR at I-14-16 & 1-18-23.

% For example, Maria Yee sells its joinery furniture to Crate & Barrel and Room & Board, both large retailers.
Hearing Transcript at 229-231.

% The average unit values for Maria Yee’s joinery furniture were $*** in 2001, $*** in 2002, and $*** in 2003.
Maria Yee Importers’ Questionnaire. These unit values are well within the range of the domestic unit prices
reported for the price comparison products 1-A, 1-B, 2-A, and 2-B. CR/PR at Tables V-5, V-6, V-9, & V-10.

%8 Maria Yee argues in the alternative that the Commission has the authority to exclude joinery furniture from its
affirmative injury determination on the grounds that it is a niche product and does not injure any member of the
industry. Maria Yee Prehearing Brief at 4-7. However, the Commission has consistently rejected arguments that it
has the authority to “exclude” an article from the scope of an antidumping or countervailing duty investigation.
Certain Cold Rolled Steel Products from Australia et al., Inv. Nos. 731-TA-965, -971-72, -979, -980 (Final), USITC
Pub. 3536 (Sept. 2002) at 10, n. 31; Certain Cold Rolled Steel Products from Australia et al., Inv. Nos. 731-TA-965,
971, 972, 979, and 980 (Preliminary), USITC Pub. 3437 (Nov. 2001) at 5, & n.20.

%19 U.S.C. § 1677(4)(A).

8 See United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (Ct. Int’l Trade 1994), aff’d, 96 F. 3d
1352 (Fed. Cir. 1996).
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Petitioners contend that the Commission should find that appropriate circumstances exist to
exclude two domestic producers of WBF — *** and *** — from the domestic industry as related parties
under section 771(4)(B) of the Act.®* Section 771(4)(B) allows the Commission, if appropriate
circumstances exist, to exclude producers from the domestic industry that are related to an exporter or
importer of subject merchandise or which are themselves importers.®> Exclusion of a related or importing
producer is within the Commission’s discretion based upon the facts presented in each case.®®

1. The Preliminary Determination

During the preliminary phase of the investigation, petitioners argued that the Commission should
exclude *** and *** from the domestic industry as related parties.** They stated that both companies
opposed the petition and that they imported significant and increasing volumes of subject WBF during the
period of investigation.®® They also argued that both companies benefitted significantly from importing
during the POL.%® Respondents argued that no domestic producers of wooden bedroom furniture should
be excluded from the industry as related parties simply because they imported subject merchandise.®’

In our preliminary determination, we found that appropriate circumstances did not exist to
exclude these two companies from the industry,®® noting that both companies produced more merchandise
domestically than they imported and that neither company benefitted disproportionately from importing
when compared to the rest of the industry.®® We also noted that it had become common for members of
the WBF industry to import subject merchandise to supplement their domestic production.”

® 19 U.S.C. § 1677(4)(B).
%19 U.S.C. § 1677(4)(B).

8 Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l 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.q.,
Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related
producers and whether the primary interests of the related producers lie in domestic production or in importation.
See, e.0., Melamine Institutional Dinnerware from China, Indonesia, and Taiwan, Inv. Nos. 731-TA-741-743 (Final),
USITC Pub. 3016 (Feb. 1997) at 14, n.81.

% Petitioners’ Postconference Brief at Ex. 1, pp. 20-23.

% Petitioners’ Postconference Brief at Ex. 1, pp. 20-23.

% Petitioners’ Postconference Brief at Ex. 1, pp. 20-23.

%7 Lacquer Craft Postconference Brief at pp. 12-14; Furniture Retailers Group Postconference Brief at p. 2, n.2.
% Prelim. Det. at 12-14.

% Prelim. Det. at 12-13.

0 prelim. Det. at 12-13.

10
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2. Parties’ Arguments

In the final phase of this investigation, petitioners again argue that *** and *** should be
excluded from the industry because they opposed the petition and have imported increasingly significant
volumes of subject imports during the period of investigation.”* They also argue that the operating
margins of both companies were *** than the industry as a whole during the period, thus indicating that
both companies *** from importing subject merchandise during this time.”? Respondents argue the
Commission should not exclude any producer from the domestic industry because “virtually all major
U.S. producers import themselves.”"®

3. Analysis and Finding

Although both *** and *** import subject merchandise and are therefore related parties, we find
that appropriate circumstances do not exist to exclude either company from the domestic industry.
Accordingly, we find that the domestic industry includes all U.S. producers of WBF.

a. *k%

*** was the *** largest U.S. shipper of WBF in 2003 and accounted for *** percent of all
reported domestically produced U.S. shipments in that year.”* *** imported a substantial and growing
volume of subject imports during the period of investigation, importing $*** million worth of WBF from
China in 2001, $*** million in 2002, and $*** million in 2003.” ***’s importation of subject
merchandise also increased during the interim periods, growing from $*** million in interim 2003 to
$*** million in interim 2004.” As a percentage of its domestic production (in pieces), ***’s imports of
subject merchandise grew from *** percent of production in 2001 to *** percent in 2002, *** percent in
2003, and *** percent in interim 2004.”” ***’s operating income margins were *** percent in 2001, ***
percent in 2002, *** percent in 2003, and *** percent in interim 2004.”® *** opposes the petition.”

Although *** opposes the petition and has imported a growing volume of subject imports during
the period, we do not find that appropriate circumstances exist to exclude the company from the industry.
First, *** was one of the largest domestic producers of WBF throughout the period of investigation and
has produced and shipped considerably more domestically produced WBF in the United States than it
imported from China throughout the period of investigation.?’ Given this, it would appear that ***
primary interest continued to remain in domestic production rather than in importation during the period
of investigation. In fact, we note that two members of the petitioning group, *** and ***, both imported

" petitioners’ Posthearing Brief at Att. 1, p.1-4.
"2 petitioners’ Posthearing Brief at Att. 1, p.1-4.
™ Lacquer Craft Prehearing Brief at 21.

™ CR/PR at Tables I-2 & I11-1.

™ CR/PR at Table D-4.

® CR/PR at Table D-4.

" CR/PR at Table IV-6.

® CR/PR at Table VI-5.

® CR/PR at Table 11-1.

8 CR/PR at Tables I11-3, IV-5 & IV-6.

11
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a much higher volume of subject imports relative to their domestic production than *** did in both 2003
and interim 2004.%

Moreover, the record does not indicate that *** benefitted disproportionately from importing the
subject merchandise when compared with the rest of the industry. As indicated above, ***’s operating
income margins ranged between *** percent and *** percent during the POI.#* Although these operating
margins were higher than the domestic industry’s average operating income levels during the period of
investigation,® there was a wide range of operating results with respect to individual producers® and
seven of the seventeen domestic producers that did not import subject merchandise during the period had
operating margins that were comparable to or higher than *** during the period.®* Given this, it does not
appear that *** benefitted disproportionately from its importation of subject merchandise as compared to
other members of the industry.

Finally, because *** financial results are not disproportionately different from those of other
domestic producers and because *** accounted for *** percent of domestic production in 2003,%¢ we do
not find that inclusion of *** financial and trade data would significantly skew the industry’s overall
financial or trade data. Accordingly, we do not find appropriate circumstances to exclude *** from the
domestic industry.

b *k%k

*** was the *** largest U.S. shipper of WBF in 2003 and accounted for *** percent of all
domestically produced U.S. shipments in that year.®” *** imported substantial volumes of subject imports
during the period, importing $*** million worth of WBF from China in 2001, $*** million in 2002, and
$*** million in 2003.% *** imported $*** million of subject merchandise in interim 2003 and $***
million in interim 2004.%° *** imports of subject merchandise were equivalent to a substantial percentage
of its domestic production (in pieces) during the period, equaling *** percent of production in 2001, ***
percent in 2002, *** percent in 2003, and *** percent in interim 2004.%° *** gperating income margins
were *** percent in 2001, *** percent in 2002, *** percent in 2003, and *** percent in interim 2004.*
*** gpposes the petition.*

8 The ratio of ***’s imports of subject merchandise to domestic production was, for example, *** percent in
2003 and *** percent in interim 2004, while the ratio of ***’s imports of subject merchandise to domestic
production was *** percent in 2003 and *** percent in interim 2004. CR/PR at Table IV-6.

% CR/PR at Table VI-5.

% The industry’s operating income margins were 4.7 percent in 2001, 4.6 percent in 2002, 2.5 percent in 2003,
and 3.2 percent in interim 2004. CR/PR at Table VI-1.

8 CR/PR at Tables VI-4 & VI-5.
8 xx*x CR/PR at Table VI-4.

% CR/PR at Table I11-3.

8 CR/PR at Tables 1-2 & 111-1.
% CR/PR at Table IV-5.

8 CR/PR at Table IV-5.

% CR/PR at Table 1V-6.

1 CR/PR at Table VI-5.

%2 CR/PR at Table I11-1.

12
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Although *** opposes the petition and imported substantial volumes of subject imports during
the period, we do not find that appropriate circumstances exist to exclude the company from the industry.
First, *** was one of the largest domestic producers of WBF during the period of investigation and
continued to produce and ship considerably more domestically produced WBF in the United States than it
imported from China during the period of investigation.** Moreover, as a percentage of its domestic
production, *** actually imported a decreasing amount of subject imports into the United States in 2003
and interim 2004, with its imports of subject merchandise declining from *** percent of its domestic
production in 2002 to *** percent in 2003 and then to *** percent in interim 2004.** Thus, it appears
that *** primary focus was on domestic production rather than importation of the subject merchandise
during the period of investigation.

Moreover, the record does not indicate that *** benefitted disproportionately from importing the
subject merchandise when compared with the rest of the industry. ***’s operating income margins
ranged between *** percent and *** percent during the POI.*® Although these operating income margins
were higher than the domestic industry’s average operating income levels during the period of
investigation,® the record also shows there was a wide range of operating results within individual
members of the industry®” and that seven of the seventeen domestic producers that did not import subject
merchandise during the period had comparable or higher operating income margins during the period of
investigation.® Given this, we find that *** did not benefit disproportionately from its importation of
subject merchandise when compared to other members of the industry who did not import subject
merchandise.

Finally, because *** financial results are not disproportionately different from those of other
domestic producers and because *** accounted for *** percent of domestic production in 2003,% we do
not find that inclusion of *** financial and trade data would significantly skew the industry’s overall
financial or trade data. Accordingly, we do not find appropriate circumstances to exclude *** from the
domestic industry.

As a result, we define the domestic industry to include all U.S. producers of the domestic like
product.'®

% CR/PR at Tables I11-3, IV-5 & 1V-6.
% CR/PR at Table IV-6.
% CR/PR at Table VI-5.

% The industry’s operating income margins were 4.7 percent in 2001, 4.6 percent in 2002, 2.5 percent in 2003,
and 3.2 percent in interim 2004. CR/PR at Table VI-1.

% CR/PR at Tables VI-4 & VI-5.
%8 xxx CR at Table VI-4.
% CR/PR at Table I11-3.

100 No party argued for the exclusion from the industry of any producer other than *** and ***, Nonetheless, we
also examined the data concerning the twenty-four other producers who imported subject merchandise during the
period of investigation and find that appropriate circumstances do not exist to exclude any of these producers from
the industry as a related party.

13
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V. MATERIAL INJURY BY REASON OF LESS THAN FAIR VALUE IMPORTS™

A. Conditions of Competition®

Several conditions of competition are pertinent to our analysis.
1. Demand Conditions

Demand for WBF is affected by changes in the housing market, consumer tastes, personal income
levels, and demographics.’®® Generally, demand for WBF is moderately responsive to price changes in
the market, primarily because of the discretionary nature of the retail customer’s decision on whether to
purchase WBF.™* Nonetheless, a substantial number of purchasers reported that the presence of low-
priced subject imports from China did not significantly affect overall demand for WBF in the U.S.
market.'® Moreover, the record indicates that demand for WBF, as measured by apparent consumption,
has tracked housing starts and new home sales during the POI,'* indicating that growth in demand during
the POI has been affected primarily by changes in the housing market rather than by the increased
presence of low-priced subject imports from China.

Apparent U.S. consumption of WBF grew during the period of investigation, increasing by 13.2
percent between 2001 and 2003, and by an additional 12.0 percent between interim 2003 and 2004.%%’
Measured by value,'® apparent U.S. consumption increased from $4.1 billion in 2001 to $4.5 billion in

101 We find that subject imports from China are not negligible under 19 U.S.C. § 1677(24). CR/PR at Table IV-2.

102 We find that the captive production provision does not apply in this investigation because the domestic
producers did not internally transfer significant production of the domestic product for the production of a
downstream product. 19 U.S.C. 1677(7)(C)(iv). The domestic industry internally consumed or transferred to related
companies no more than *** percent of its total shipments during the period of investigation. CR/PR at Table I11-4.

1% CRat11-9, PR at 11-6.
1% CR at 11-9-11 & 11-37, PR at 11-6-8 & 11-28.

105 CR at I11-11, PR at 11-8. In this regard, twenty-seven of the sixty-seven purchasers providing usable comments
regarding the effect of subject WBF on aggregate U.S. demand, Purchasers’ Questionnaires, Question I11-3.c.,
reported that the presence of imports from China had not significantly affected overall U.S. demand for wooden
bedroom furniture. Three purchasers reported that imports from China had reduced demand for U.S.-produced
wooden bedroom furniture and increased the demand for the subject imported product. Twenty-three purchasers
reported that overall demand had increased as a result of imports from China, while two reported that the volume of
sales increased. Ten purchasers reported that imports from China had provided more styles or better quality at a
similar price and thus provided a better value to consumers.

106 petitioners Prehearing Brief, Ex. 9.
7 CR/PR at Table C-1.

198 \We have relied primarily on value data when analyzing volume and market share trends because quantity-
based data are not available for certain categories of official import data. The parties agree that value data are best
for assessing such issues as apparent consumption and import and domestic market share. See Tr. at 162-63; Tr. of
Preliminary Staff Conference at 201-202. However, we also recognize that the use of value data for market share
calculations may understate actual import volume to the extent it reflects less than fair value sales of WBF.

14
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2002.% 1t then increased to $4.7 billion in 2003.™° Apparent U.S. consumption was also higher in
interim 2004 (at $2.5 billion) than in interim 2003 ($2.2 billion).'**

The large majority of wooden bedroom furniture is sold by producers and importers to furniture
retailers in the U.S. market, with smaller amounts being sold to “hospitality/institutional” firms,**2
distributors, and other firms in the market.*** Approximately 91.8 percent of all domestic shipments of
WABF and 87.8 percent of subject import shipments in 2003 (by value) were sold to furniture retailers.**
Much smaller amounts were sold to hospitality/institutional firms, distributors, and other firms in the
market during 2003.'*

U.S. furniture retailers generally display wooden bedroom furniture in designated retail areas,
called “slots,” on their display floor.*** Access to these retail display slots is a critical aspect of a
supplier’s ability to sell WBF through the retailer to the retail customer.'” Accordingly, the gain or loss
of “slots” at any retailer can affect the overall volume of merchandise shipped by a producer or an
importer.

The market for wooden bedroom furniture can be divided generally into three quality or pricing
levels: a low-priced segment, a medium-priced segment, and a high-end segment.**® The quality or
pricing category of a particular bedroom furniture suite is determined by the quality of its materials,
construction and finish.*® Although most market participants agree that the market is comprised of
furniture within these three quality segments, there is no consistent definition within the industry of the
furniture quality or pricing that characterizes each segment.*®

2. Substitutability and Purchase Factors
The record indicates that there is a moderate to high degree of substitutability between domestic

wooden bedroom furniture and the subject imports.*? The subject imports are similar in style and design
features to the domestic merchandise.'? A substantial majority of purchasers report that the domestic and

109 CR/PR at Tables IV-8 & C-1.

110 CR/PR at Tables IV-8 & C-1.

111 CR/PR at Tables IV-8 & C-1.

112 Hospitality sector firms include hotels, motels, retirement homes, and assisted care facilities.

113 CR/PR at Tables V-4 & I11-7.

114 CR/PR at Tables V-4 & I11-7.

115 CR/PR at Tables V-4 & I11-7.

16 CRat 1-17 & 11-16, PR at I-14 & 11-10-11; see also Public Staff Report (Preliminary) at 11-3 & 11-4.

U CRat I-17, PR at I-14; Tr. at 32 (Mr. Wentworth), 42 (Mr. W. Bassett), 105 (Mr. J. Bassett); Prelim. Det. at I1-
3 & 1l-4.

18 CR at I-14, PR at I-11.
1 CRI-14, PR at I-11.
120 Preliminary Staff Report at V-5.

121 \We note that staff estimates that the elasticity of substitution between the domestic and imported Chinese
wooden bedroom furniture ranges from 3 to 6, suggesting a moderate to high degree of substitutability between the
domestic and imported subject products. CR at 11-38, PR at 11-28.

22 CR at I-16, PR at I-14.
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subject merchandise are always or frequently used interchangeably.'® Further, most purchasers rated the
domestic and subject merchandise as being comparable to one another on a variety of factors affecting the
purchase decision, except for lowest price, delivery times and brand names.***

The record also indicates that price is an important factor in the purchase decision for wooden
bedroom furniture, with the large majority of responding purchasers reporting that “lowest price” is a
very important factor in their purchase decision.® Similarly, the large majority of responding purchasers
reported that price was either the first or second most important factor in their purchase decision.?®

3. Supply

There are a large number of WBF producers in the United States, with more than 50 firms
reporting production of this furniture during the period of investigation.?” The ten largest U.S. producers
accounted for approximately 56 percent of U.S. producer shipments in 2003.?® Only four of the ten
largest producers, ***, accounted individually for more than five percent of the industry’s shipments in
2003, however.'?

The domestic WBF industry is a high variable-cost industry, that is, an industry in which unit raw
materials, labor and other variable costs are high relative to its unit fixed costs.”*®* An industry with high
variable and low fixed costs, such as this one, can be expected to respond to changes in demand for its
products by reducing capacity, production and employment levels.** Between 2001 and 2003, the
industry’s total production capacity fell by 2.9 percent,™* its production levels declined by 9.1 percent,**
and the number of its production-related workers decreased by 19.9 percent.***

122 CR at 11-23, PR at 11-14. Forty-four of seventy-three responding purchasers reported that domestic and subject
merchandise are always or frequently used interchangeably. 1d. Fifteen purchasers reported that they are sometimes
used interchangeably. 1d.

124 CR/PR at Table I1-7. The subject imports were rated as being superior to the domestic merchandise with
respect to “lowest price” by the large majority of purchasers, while the domestic merchandise was rated as being
superior to the subject merchandise with respect to “delivery times” and “brand names” by a majority of purchasers.
1d.

125 CR/PR at Table 11-4.

126 CR/PR at Table 11-3.

12 CR at I-5, 111-1 & Table I11-1, PR at 1-4, 111-1 & Table I11-1.
128 CR at I-5, PR at 1-4.

129 CR/PR at Table I11-1.

1% CR at 11-5-6, PR at 11-4.

131 CR at 11-5-6, PR at 11-4.

32 CR/PR at Tables 111-2 & C-1. The industry’s production capacity fell by 1.8 percent between interim periods.
1d.

1% CR/PR at Tables I11-2 & C-1. The industry’s production quantity fell by 2.6 between interim 2003 and interim
2004. 1d.

1% CR/PR at Tables 111-2 & C-1. The industry’s production and related workers fell by an additional 11.5 percent
between interim periods. 1d.
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There are a large number of producers of wooden bedroom furniture in China. The petition
identified 133 Chinese producers and exporters of wooden bedroom furniture,**® and the Commission
received foreign producer responses from 154 Chinese producers of WBF.**® China was the largest
source of imported wooden bedroom furniture during the period of investigation, accounting for 50.2
percent of total imports in 2003.*" Chinese production capacity for the subject product grew
considerably during the POI, more than doubling (measured in pieces) between 2001 and 2003.%%®
Chinese production capacity is projected to increase by *** percent in 2004 and by an additional ***
percent in 2005,

Non-subject imports maintained a substantial but stable presence in the U.S. market during the
POL.2 The market share of non-subject imports was *** percent in 2001, *** percent in 2002, ***
percent in 2003, and *** percent in interim 2004.**" Non-subject imports maintained a stable market
share during the POI even though their average unit values were substantially lower than the subject
imports during the POI.2

The domestic industry was responsible for a substantial but stable percentage of the subject
imports during the period.**®* During the POI, the domestic industry imported between 33.3 percent and
36.0 percent of the subject merchandise (measured by value) imported during the POI.*** However,
subject imports accounted for an increasing portion of the domestic industry’s total shipments during the
POI, with the volume of the industry’s subject imports growing from 7.8 percent of domestically
produced shipments in 2001 to 16.7 percent in 2002, 25.6 percent in 2003, and 32.7 percent in interim
2004.1

The domestic industry is divided with respect to its support for the petition.*® Thirty-eight
members of the industry, accounting for 37.8 percent of domestic production (measured in pieces) but
47.6 percent of the industry’s U.S. shipments (measured by value) in 2003, support the petition.*” Nine
members of the industry, accounting for 59.1 percent of domestic production (measured in pieces) but
45.6 percent of the industry’s U.S. shipments (measured by value) in 2003, oppose the petition.'*® Seven
members of the industry, accounting for 3.1 percent of domestic production (measured in pieces) and 6.8

% CR/PR at VII-1, n.4.

1% CR/PR at VII-1. The record indicates that China may possess 50,000 furniture makers employing more than 5
million workers. CR at VII-6-7, PR at VII-5.

1% CR/PR at Table IV-1.

1% CR/PR at Table VII-1.

1% CR/PR at Table VII-1.

140 CR/PR at Table 1V-8.

141 CR/PR at Table I1V-8.

142 CR/PR at Table IV-2.

1% CR at IV-10, PR at IV-9.

144 CR at IV-10; PR at I1V-9.

%5 CR/PR at Table IV-5 & Figure IV-4.
1% CR/PR at Table I11-1.

14T CR/PR at Tables I11-1 & D-2; E-Mail from F. Fischer to K. Jones, dated Dec. 9, 2004 at Supplemental Table 1.
Three producers that support the petition did not report data. Id.

148 CR/PR at Tables 111-1 & D-2; E-Mail from F. Fischer to K. Jones, dated Dec. 9, 2004, at Supplemental Table
1.
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percent of the industry’s U.S. shipments (measured by value) in 2003, take no position with respect to the
petition.*® Domestic producers opposing the petition accounted for a substantially larger percentage of
subject imports during the POI than those supporting or taking no position on the petition.**

B. Volume 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.”**

We find that the volume of subject imports increased rapidly and consistently during the POI,
both in absolute terms and relative to production and consumption in the United States. Measured by
value, the volume of the subject imports increased by *** percent between 2001 and 2003, rising from
$*** million in 2001 to $*** million in 2002 and to $*** billion in 2003.*> The volume of the subject
imports continued to rise significantly between interim periods, increasing from $*** million in interim
2003 to $*** million in interim 2004.%%

The market share of the subject imports also rose rapidly and consistently during the POI,
increasing from *** percent of apparent consumption in 2001 to *** percent in 2002 and
*** percent in 2003.* The subject imports’ market share also grew between interim periods, increasing
from *** percent in interim 2003 to *** percent in interim 2004. Finally, the ratio of subject imports to
domestic production (based on pieces) increased rapidly during the POI, growing from *** percent in
2001 to *** percent in 2002, and to *** percent in 2003.**® This trend continued over the interim periods,
increasing from *** percent in interim 2003 to
*** percent in interim 2004. **

149 CR/PR at Tables I11-1 & D-2; E-Mail from F. Fischer to K. Jones, dated Dec. 9, 2004, at Supplemental Table
1. Two producers who take no position did not report data to the Commission. Id. We also note that ***. Counsel
for petitioners states that ***,

1% CR/PR at Figure 1V-3.
15119 U.S.C. § 1677(7)(C)(i).

152 CR/PR at Tables V-8 & C-1. As noted earlier, we have relied primarily on value to perform our volume-
based analyses because quantity-based volume data are not available for certain categories of official import data.
However, we recognize that the use of value data for market share calculations may understate actual import volume
to the extent it reflects LTFV sales of wooden bedroom furniture.

158 CR/PR at Tables IV-8 & C-1.
1% CR/PR at Tables 1VV-8 & C-1.

1% CR and PR at Table IV-8 & C-1. The Lacquer Craft Group argued in its final comments (at 2-3) that the
Commission’s market share and consumption calculations understated the amount of merchandise shipped into the
United States by the Chinese exporter Markor, which received a de minimis margin from Commerce, making its
imports non-subject. Lacquer Craft suggested that the Commission adjust this data by using the volumes of exports
to the United States reported in Markor’s foreign producer questionnaire as a proxy for Markor’s U.S. shipments.
Adjusting our consumption table in the manner suggested by Lacquer Craft does not make a significant difference in
the data or trends. See E-Mail from F. Fischer to K. Jones, et al., dated December 9, 2004, at Supplemental Table 2.

1% CR/PR at Table 1V-7.
17 CR/PR at Table 1V-7.
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Given these rapid and consistent increases in subject imports during the POI, we find that the
volume of the subject imports was significant during the period of investigation, both in absolute terms
and relative to production and consumption in the United States. As we discuss below, the increases in
subject import volumes and market share came directly out of the market share of the domestic industry
and reduced the industry’s production, shipment, and sales levels significantly.™®

We have considered respondents’ argument that the domestic industry is itself primarily
responsible for the large and consistent increases in subject volumes during the POI1.**® According to
respondents, the increases in subject import volumes are the result of a decision by the domestic industry
to utilize a “blended” sourcing strategy to compete more efficiently in the market.*® We do not agree.
Although it is true that the domestic producers imported approximately one third of all subject
merchandise imported into the United States during the POI, importers who are not members of the
domestic industry were responsible for roughly two-thirds of the subject imports and two-thirds of all
increases in subject import volumes during the POL.*®* Thus, the bulk of the subject import increases
during the POI are attributable to the actions of importers that are not part of the domestic industry.
Furthermore, even those domestic producers who have decided to “blend” their domestic production with
imports freely admit that they are shifting production to China to obtain the benefit of low production
costs,**? which indicates they are reducing their own production and sales of WBF in response to the
LTFV pricing of subject merchandise.

We also considered respondents’ argument that an increased supply of moderately priced subject
WBF has increased overall demand in the market.’** We do not agree that the significant increases in
subject import volumes occurred primarily because they expanded aggregate demand in the market. %4 1

1% In this regard, we note that the market share of the non-subject imports remained essentially stable during the
period of investigation, ranging between *** percent and *** percent of apparent consumption throughout the POI.
CR/PR at Tables IV-8 & C-1.

159 |acquer Craft Prehearing Brief at 4 & 16-17, 19-22; Furniture Retailers of America (“FRA”) Brief at 3; see
also Coalition Prehearing Brief at 4.

180 |_acquer Craft Prehearing Brief at 4 & 16-17, 19-22; FRA Brief at 3; see also Coalition Prehearing Brief at 4.
In this regard, we note that the term “blended strategy” refers to a strategic business decision made by members of
the industry to shift production of certain items of WBF furniture to China as a means of benefitting from the low
cost of production available in China. Id. Producers who adopt a “blended strategy” may import WBF as an entire
bedroom suite or as individual pieces of WBF, such as beds or nightstands. As respondents frankly concede,
however, the decision to shift production to facilities in China is based primarily on cost concerns, that is, on price.

181 CR at IV-10, PR at IV-9.
162 See CR/PR at Appendix H-3-6; Furniture Brands Prehearing Brief at 4-5.
163 FRA Brief at 13.

184 In this regard, we note that the statute does not suggest that increased imports that stimulate demand are to be
viewed, per se, as not being significant or injurious. On the contrary, the statute specifically directs consideration of
whether the volume of subject imports is significant “either in absolute terms or relative to production or
consumption in the United States.” 19 U.S.C. §1677(7)(C)(i). Thus, even if subject imports had increased aggregate
demand in the market, the Commission would still be required to assess, inter alia, the absolute level of the subject
imports, any increases in their market share, and their significance in the market.

185 Commissioner Pearson finds that the record in this investigation does not allow a precise determination as to
how much of the increase in consumption was due to lower prices and how much was due to continued growth in
housing construction and home sales. Economic theory suggests that part of the consumption increase was due to
lower prices. However, demand growth due to lower prices appears to have been quite modest relative to demand

(continued...)
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First, if these increases in subject volumes occurred because low-priced imports significantly expanded
demand in the market, we would have expected to find that increased subject import volumes satisfied the
newly-created demand without significantly affecting the industry’s shipment and production levels
during the POI. However, the opposite occurred in this case, with the industry experiencing significant
declines in its production, shipments, and sales levels as it lost substantial market share to subject
imports.’® Moreover, between 2001 and 2003, subject import volume rose much more sharply than the
increase in apparent consumption.'®” Finally, although we recognize that demand for WBF is somewhat
elastic and might be expected to respond to the availability of low-priced imports, the record indicates a
closer tie between the increases in apparent consumption and increased housing starts and new house
sales during the POI than between consumption changes and subject import volumes.*®®

Accordingly, we find both the volume and increase in volume of subject imports, both in absolute
terms and relative to production and consumption in the United States, to be significant.’®°

C. Price Effects of the Subject Imports

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

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

() the effect of imports of such merchandise otherwise depresses prices to a
significant degree or prevents price increases, which otherwise would have
occurred, to a significant degree.'”

As discussed above, we find that there is a moderate to high degree of substitutability between
domestic wooden bedroom furniture and the subject imports. In this regard, the majority of purchasers
report that the subject imports and domestically produced WBF are always or frequently used
interchangeably.'™ Moreover, a majority of purchasers reported that the subject imports and the domestic
and subject merchandise are comparable to one another with respect to most factors figuring into their
purchase decision.'”® We also note that the record indicates that price is an important factor in the

165 (...continued)
growth driven by housing starts and home sales.

1% CR/PR at Table C-1.
187 Compare CR/PR at Table 1V-1 with CR/PR at Table IV-8.
168 petitioners Prehearing Brief, Ex. 9.

189 In fact, the Lacquer Craft Group concedes there “is no denying that the volume of Chinese imports, and their
period of investigation rise, {were} material” during the POI. Lacquer Craft Prehearing Brief at 10.

17019 U.S.C. § 1677(7)(C)(ii).

1 CR at 11-23, PR at 11-14. Forty-four of 73 responding purchasers reported that domestic and subject
merchandise are always or frequently used interchangeably with one another. Id. Fifteen purchasers reported that
they are sometimes used interchangeably with one another. 1d.

172 CR/PR at Table I1-7. The subject imports were rated as being superior to the domestic merchandise with
respect to “lowest price” by the large majority of purchasers, while the domestic merchandise was rated as being
superior to the subject merchandise with respect to “delivery times” and “brand names” by a majority of purchasers.

(continued...)
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purchase decision for wooden bedroom furniture, with the large majority of responding purchasers
reporting that “lowest price” is a very important factor in their purchase decision.'”

The quarterly price comparison data show that there was consistent and substantial underselling
by the subject imports throughout the period of investigation.'”® The subject imports undersold the
domestic merchandise in all 112 of the quarterly price comparisons between producer and importer
pricing on the Louis Phillippe- and Mission-style items of furniture examined by the Commission in this
final phase investigation.'” Moreover, the margins of underselling exhibited by the subject imports were
large throughout the POI, ranging from 15.9 percent to 61.1 percent.”® Given the consistency and size of
underselling by the subject imports, we find that the subject imports undersold the domestic merchandise
significantly during the POL.*"’

Moreover, the price comparison data show that the subject imports depressed and suppressed
domestic prices to a significant degree during the POL. In particular, the pricing data show that, for each
price comparison product, weighted-average domestic prices declined significantly during the period
between the first quarter of 2001 and the final quarter of 2003, when petitioners filed the petition in this
investigation.” For example, between the first quarter of 2001 and the last quarter of 2003, the
weighted-average domestic prices of the Louis Philippe-style bed, dresser, mirror, and night-stand
declined by 28.9 percent, 10.8 percent, 18.3 percent, and 8.8 percent, respectively.” Similarly, between
the first quarter of 2001 and the last quarter of 2003, the weighted-average domestic prices of the
Mission-style bed, dresser, mirror, and night-stand declined by 13.3 percent, 5.8 percent, 22.3 percent,
and 15.6 percent, respectively.’®® Thus, the pricing data show a significant correlation between
underselling by subject imports and domestic price declines in the market during the period before the
filing of the petition, especially given the importance of price to the purchase decision and the
substitutability between the domestic and subject merchandise.'® Further, given that declines in the
industry’s pricing during the POI outstripped declines in the industry’s costs of goods sold during the

172 (..continued)
Id.

1% CRat 11-22, PR at 11-14. Similarly, the large majority of responding purchasers reported that price was either
the first or second most important factor in their purchase decision. CR/PR at Table I1-3.

1" CR/PR at Tables V-5-V-12 & Figures V-5-V-12.

5 CR at V-16 & Tables V-5-V-12 & Figures V-5-V-12, PR at V-14 & Tables V-5-V-12 & Figures V-5-V-12.
The purchaser price data (which cover a smaller volume of sales than the producer/importer data) show that the
subject imports undersold the domestic merchandise in the large majority of possible price comparisons. CR/PR at
Tables 13-20.

6 CR at V-16 & V-34, PR at V-14.

7 We note that respondents have conceded that the subject imports have generally been priced well below
domestic merchandise. Lacquer Craft Prehearing Brief at 11.

178 In this regard, we note that domestic prices for several price comparison products recovered somewhat after
the filing of the petition, indicating that the filing of the petition had a beneficial effect on domestic prices in the
market. CR/PR at Tables V-5-V-12 and Figures V-5-V-12.

1% CR/PR at Tables V-5-V-8.
180 CR/PR at Tables V-9-V-12.

181 In this regard, we note that annual average unit value data for domestic shipments show a decline of 9.1
percent between 2001 and 2003, and a further decline of 3.9 percent between interim 2003 and interim 2004. CR/PR
at Table C-1.
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POI, the record indicates that this underselling caused the industry to experience a cost-price squeeze
during the period.*®

The price comparison data also show that the significant and consistent underselling by the
subject imports caused a significant shift in purchases from the domestic merchandise to the subject
imports during the POI. In particular, the price comparison data for producers and importers show that,
although there were some fluctuations on a quarter-by-quarter basis, continued underselling by the subject
imports of the price comparison products led to significant declines in sales volumes for the domestic
industry over the POI and to substantial increases in the amount of subject merchandise sold for each
comparison product.’®® Given this shift in purchase volumes and the moderate to high degree of
substitutability between the domestic and subject merchandise, the record indicates that subject import
underselling not only had a significant effect on the domestic industry’s prices but on its sales volumes
and market share as well.

Finally, we have considered respondents’ argument that the Commission’s weighted-average
price comparison data masks the fact that the subject imports did not, in fact, have any clear impact on
domestic prices during the POL.*®* Although respondents concede that the Commission’s price
comparison charts show weighted-average domestic prices declining during the POI, they argue that a
company-specific analysis of pricing trends shows no clear correlation between domestic producer pricing
trends and underselling by the subject imports.’®* We do not agree with this argument. Although it is true
that the Commission has the discretion to utilize any reasonable price comparison methodology in its
analysis, the quarterly weighted-average price comparison methodology used in this proceeding is the
standard methodology the Commission uses to assess whether subject imports are underselling domestic
merchandise and having adverse price effects in the market.*¢ We generally rely on weighted-average
pricing because it allows us to assess, in a meaningful fashion, whether general pricing trends across a
number of domestic producers indicate that the subject imports are having an adverse impact on domestic
prices overall.

By weight-averaging reported domestic and imported prices, we are able to ensure that we do not
place too much weight on pricing and price trends that are associated with smaller, less significant sales in
the market. Breaking our price series apart by segregating out individual producer pricing and basing our
price conclusions on those individual sets of data, as respondents suggest, would simply result in our
giving greater weight to those producers who should have less weight, comparatively, in the analysis.

182 CR/PR at Table VI-1. The industry’s cost of goods sold as a percentage of net sales increased from 79.8
percent to 81.4 percent between 2001 and 2003; it was 80.2 percent in interim 2004. Id. The industry’s SG&A
expenses as a percentage of net sales also increased during the POI, growing from 15.5 percent in 2001 to 16.1
percent in 2003 and 16.6 percent in interim 2004. Id. Both of these changes affected the industry’s operating
income margins, which fell from 4.7 percent in 2001 to 2.5 percent in 2003, and 3.2 percent in interim 2004. 1d.

183 CR/PR at Tables V-5-V-12. We recognize that the volume trends in the purchaser price data are not as clear.
However, as we noted above, the importer price comparisons cover a larger volume of sales.

18 Lacquer Craft Prehearing Brief at 11.
18 |acquer Craft Prehearing Brief at 11 & 39-40; FRA Prehearing Brief at 18.

18 See, e.q., Certain Ceramic Station Post Insulators from Japan, Inv. No. 731-TA-1023 (Final) USITC Pub. 3655
at 15, n. 104 (Dec. 2003); DRAMs and DRAM Modules from Korea, Inv. No. 701-TA-431 (Final), USITC Pub.
3616 at 24 (August 2003).
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Moreover, the statute directs us to assess the effect of subject imports on the industry “as a whole,”*’
requiring us to focus on the prices of the broader industry rather than simply those of individual
producers.®

Finally, the quarterly individual producer pricing data are, in fact, consistent with our finding that
underselling by the subject import caused significant price depression and suppression and significant
sales shifts during the POI. Although the quarterly producer data show that prices increased during the
POI for a number of the reporting domestic producers, they also show that a substantial number of
producers, including a number of the largest volume producers, experienced significant price declines on
individual price comparison products during the POIL.*¥ Further, the data also show that most of the
producers whose prices increased over the POl experienced significant declines in their volumes on price
comparison products during the POL.**® Thus, to the extent that individual producer prices were not
declining during the POI, the producers were generally losing significant volumes to the subject imports
as a result of underselling. Given this, we do not find that the individualized price comparison
methodology suggested by respondents indicates that the subject imports did not have a significant impact
on domestic prices or sales during the POI.**

Accordingly, we find that there has been significant price underselling by the subject imports and
that the effect of such imports has been to depress prices for the domestic like product to a significant
degree during the POI.

D. Impact of the Subject Imports

In examining the impact of the subject imports on the domestic industry, we consider all relevant
economic factors that bear on the state of the industry in the United States.’®* 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

187 See 19 U.S.C. 81677(4)(A); Timken Co. v. United States, Slip op. 04-17 (Feb. 25, 2004); Calabrian Corp. v.
United States, 794 F. Supp. 377, 385-86 (CIT 1992).

18 DRAMs and DRAM Modules from Korea, Inv. No. 701-TA-431 (Final), USITC Pub. 3616 at 24 (August
2003).

18 CR/PR at Table V-4. We examined the percentage changes in producer prices between the first and last
quarters for which producers reported data, provided that data were reported for at least half of the requested
fourteen quarters. 1d. This analysis showed that, of 81 producer level price changes over the POI, forty-four were
increases, thirty-six were decreases, and one showed no difference. CR at V-16, PR at V-14 & Table V-4.

190 See E-Mail from W. Deese to N. Reynolds, dated December 21, 2004, at Attachment.

191 We also note that we received three allegations of lost revenues from the domestic producers during the POI
and were ***. CR at V-39-40 & V-42, PR at V-26-28. However, this fact does not offset the substantial record
evidence we have cited above that shows that the subject imports undersold the domestic merchandise significantly
during the POI and had significant adverse effects on domestic prices during the POI.

19219 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.”).
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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.”*%

As we discussed above, there were rapid and significant increases in the volume and market share
of the subject imports during the POI and the subject imports consistently undersold domestic
merchandise at significant margins throughout the POI. As these lower-priced subject imports entered the
market in increasing volumes during the POI, the domestic industry experienced substantial declines in
almost all of its trade and financial indicia, even during a period of growing apparent consumption.*®*
Between 2001 and 2003, as the subject imports gained *** percentage points of market share as a result
of consistent underselling, the industry lost 15.3 percentage points of market share.’®® These declines
continued between interim periods, with the industry’s market share declining by 7.0 percentage points
between interim 2003 and 2004 as the subject imports saw their market share increase by *** percentage
points.’® Further, in the face of these increasing volumes of low-priced subject imports, the industry
experienced significant declines in its capacity, production, capacity utilization, domestic shipments, net
sales values and quantities, employment levels, operating income, operating income margins, and capital
investment.'%’

Because of its relatively high variable costs, the industry responded to increased volumes of
subject imports in the WBF market primarily by reducing its capacity, production, and employment
levels. The industry’s reported production capacity fell by 2.9 percent from 2001 to 2003, and by 1.8
percent between the interim periods.’® The industry’s production quantities fell by 9.1 percent between
2001 and 2003, and by 2.6 percent between interim periods; its capacity utilization rate declined by 4.5
percentage points between 2001 and 2003 and by 1.3 percentage points between interim periods.*® The
number of production workers employed by the industry declined significantly during the POI, falling by
19.9 percent between 2001 and 2003, and by 11.5 percent between interim periods.?® Wages paid by the
industry fell by 15.6 percent between 2001 and 2003, and by 3.8 percent between interim periods, while

1819 U.S.C. § 1677(7)(C)(iii). See also SAA at 851 and 885 and Live Cattle from Canada and Mexico, Inv. Nos.
701-TA-386 and 731-TA-812-813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25, n.148.

1% CR/PR at Table C-1.
1% CR/PR at Tables IV-8 & C-1.

1% CR/PR at Tables 1V-8 & C-1. As noted previously, the market share of non-subject imports remained
essentially stable throughout the POI (ranging between *** percent and *** percent), indicating that the subject
imports gains were made at the direct expense of the industry. Id.

17 CR/PR at Table C-1.

1% CR/PR at Tables 111-2 & C-1. The industry’s reported capacity (measured in pieces) fell from 17.8 million
pieces in 2001 to 17.3 million pieces in 2003, and was 8.8 million pieces and 8.6 million pieces in interim 2003 and
2004, respectively. Id. These reported capacity declines are understated somewhat because we did not receive
producer questionnaires from a number of domestic producers that went out of business during the POl. CR/PR at
I11-1, n. 4; Tr. at 13 (Dorn). In addition, the industry has closed as many as 68 plants producing WBF during the
POI. Petitioners Prehearing Brief at 37, & Ex. 32; Petitioners’ Final Comments at EX. 2.

1% CR/PR at Tables I11-2 & C-1. Measured by pieces, the industry’s reported production volume fell from 14.0
million pieces in 2001 to 12.7 million pieces in 2003, and was 6.7 million pieces and 6.5 million pieces in interim
2003 and 2004, respectively. 1d. Measured by pieces, the industry’s reported capacity utilization rate fell from 77.2
percent in 2001 to 72.7 percent in 2003. It was 76.1 percent and 74.6 percent in interim 2003 and 2004,
respectively. Id.

200 CR/PR at Tables 111-12 & C-1. We note that the Department of Labor has certified that 12,793 workers at 53
domestic plants were eligible for trade adjustment assistance during January 2001 through June 2004. CR at I11-21,
PR at 111-19.
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hours worked in the industry fell by 20.4 percent between 2001 and 2003, and by 9.1 percent between
interim periods.?*

The increased volumes of the subject imports and their corresponding price effects also had a
significant adverse impact on the industry’s sales and shipment levels.?®> The quantity of the industry’s
domestic shipments (measured in pieces) declined by 9.8 percent between 2001 and 2003 and by 2.7
percent between interim periods, while the value of its domestic shipments declined by 18.1 percent
between 2001 and 2003, and by 6.4 percent between interim periods.?®® The industry’s net sales values
declined by 18.3 percent between 2001 and 2003 and by 8.0 percent between interim periods, while its
net sales quantities declined by 9.9 percent from 2001 to 2003, and by 5.1 percent between interim
periods.?®* These declines occurred even as apparent consumption increased by 8.2 percent from 2001 to
2002, by 4.6 percent between 2002 and 2003, and by 12.0 percent between interim periods.?®

While remaining positive throughout the POI, the industry’s financial performance indicators
declined significantly between 2001 and 2003, with the industry’s operating income continuing to decline
between interim periods.?®® The industry’s operating income fell by 56.7 percent, from $109.8 million to
$47.5 million, between 2001 and 2003, and by 4.9 percent between interim periods.?”” The industry’s net
income fell by 71.4 percent, from $77.2 million to $22.1 million, between 2001 and 2003, and remained
essentially unchanged between interim periods.?® The industry’s operating income margin fell from 4.7
percent in 2001 to 4.6 percent in 2002 and to 2.5 percent in 2003.2° The industry’s operating income

201 CR/PR at Tables 111-12 & C-1. We note that the industry’s productivity increased by 14.9 percent between
2001 and 2003, and by 5.9 percent between interim periods. Id.

202 The declines in the industry’s sales and shipment levels, as well as its market share losses, are due, in part, to
its loss of display “slots” at retailers during the POI. CR at I1-16, PR at 11-10-11. As we noted above, access to these
display slots is a critical component in selling WBF through the retailer to the retail customer. Twenty-five of 41
responding producers reported that they lost floor space at retailers to subject suppliers and 21 of 51 purchasers
reported that they allotted less floor space to the domestic producers relative to the subject imports during the POI.
CRat Il-16, PR at 11-10-11.

203 CR/PR at Tables I11-4 & C-1. Measured by pieces, the quantity of the industry’s domestic shipments dropped
from 14.0 million in 2001 to 12.6 million in 2003, and was 6.6 million and 6.4 million in interim 2003 and interim
2004, respectively. 1d. The value of the industry’s domestic shipments dropped from $2.3 billion in 2001 to $1.9
billion in 2003, and was $961 million and $899 million in interim 2003 and interim 2004, respectively. Id.

204 CR and PR at Tables VI-1 & C-1. The industry’s aggregate net sales value declined from $2.3 billion in 2001
to $1.9 billion in 2003, and was $991.8 million and $912.9 million in interim 2003 and interim 2004, respectively.
Id. The industry’s aggregate net sales quantity fell from 13.9 million pieces in 2001 to 12.5 million pieces in 2003,
and was 6.6 million pieces and 6.3 million pieces in interim 2003 and interim 2004, respectively. Id.

205 CR/PR at Table 1V-8. We received several lost sales allegations from two members of the industry during the
final investigation. CR at V-35-38, PR at VV-25-26. *** these allegations. Id. However, this fact does not offset the
evidence in the record indicating that the industry lost substantial sales volumes to the imports, especially
considering the fact that most of these allegations related to sales made in the institutional/hospitality sector of the
market, id., which accounts for a small portion of the overall market. CR/PR at Figure 111-4.

26 CR/PR at Tables VI-1 & C-1.

27 CR and PR at Tables VI-1 & C-1. The industry’s aggregate operating income fell from $109.7 million in 2001
to $47.5 million in 2003, and was $30.7 million and $29.2 million in interim 2003 and interim 2004, respectively.
Id.

28 CR and PR at Tables VI-1 & C-1.
29 CR/PR at Tables VI-1 & C-1.
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margin was 3.1 percent and 3.2 percent in interim 2003 and interim 2004, respectively.?’® Finally, the
industry’s research and development and capital expenditures both fell during the POI.?'

In sum, subject imports had a significant adverse impact on the condition of the domestic industry
during the POI. As discussed above, the significant increases in the volumes of the subject imports
consistently and significantly undersold the domestic merchandise during the period of investigation. The
domestic industry lost significant market share to LTFV imports, which in turn significantly affected the
industry’s production, shipments and sales volumes as well as nearly all of its other indicators. Although
the industry’s operating margin remained positive throughout the period of investigation, the industry’s
aggregate operating income fell by a significant amount during the POI.?*> Thus, we find that subject
imports adversely affected the performance of the domestic industry during the period of investigation.

As part of our analysis, we have considered respondents’ argument that the industry has actually
benefitted from the subject imports because it has adopted a “blended sourcing” strategy that allows it to
source WBF from the most cost-effective suppliers in China and the United States.** They argue that
producers who have adopted this strategy have been able to maintain their profitability levels during the
POI, and that declines in the industry’s production or sales levels are offset by its increased sales of
subject and non-subject imports during the POI.>** Respondents’ arguments on this score are legally and
factually flawed. First, as a legal matter, the statute directs us to assess the “impact of imports on
domestic producers of domestic like products, but only in the context of domestic production operations
within the United States.”?*> Congress has specifically stated that the:

210 CR/PR at Tables VI-1 & C-1.

211 CR/PR at Table VI-6 & C-1. The industry’s research and development expenses fell from $11.039 million in
2001 to $10.6 million in 2003, and were $5.7 million in interim 2003 and $5.5 million in interim 2004. Id. The
industry’s capital expenditures fell from $57.4 million in 2001 to $30.4 million in 2003, and were $16.3 million and
$11.5 million in interim 2003 and 2004, respectively. Id.

212 \We have considered respondents’ argument that the staff report’s financial charts make the industry’s financial
condition appear worse than it is because certain members of the industry (such as ***) included non-recurring
restructuring costs in their financial data as operating costs. Lacquer Craft Prehearing Brief at 34-36; FRA
Prehearing Brief at 27-29. Respondents argue that the Commission should analyze the industry’s financial condition
without these restructuring costs, looking primarily at the financial results of the industry’s “continuing operations.”
We disagree. Most, if not all, of these restructuring expenses were associated with the shutdown or closing of plants
by members of the industry during the POI, which were related, at least in part, to the impact of subject imports. CR
at VI-7,n.7, PR at IV-7, n.7. Moreover, these costs were reported in accordance with GAAP. CR at VI-7, n.8 PR at
V-7, n.7. Because we find that these shutdowns were due, in significant part, to the impact of the subject imports
on the industry, we find that it is reasonable to include the related costs in the industry’s reported costs of operations.

Furthermore, we note that, in response to these arguments, we obtained data on the industry’s non-recurring
costs to assess whether inclusion of these costs significantly affected the industry’s operating results. Memorandum
INV-BB-149 at 1. Although the resulting data show that the operating income and margins of the industry are
higher on a year-to-year basis when these costs are excluded, the data also show that the declines in the industry’s
operating income and margins are actually larger when these costs are stripped out. 1d. (showing a decline from
2001 to 2003 of $90.3 million in operating income before non-recurring costs are stripped out, as opposed to a
decline of $62.3 million with the costs included, and a decline of 3.2 percentage points in the industry’s operating
income margin with non-recurring costs stripped out, as opposed to a decline of 2.2 percentage points with the costs
included). Given this, the exclusion of these costs would have no impact on our findings in this case.

213 |_acquer Craft Prehearing Brief at 9 & 31-32.
24 _acquer Craft Prehearing Brief at 31-33; FRA Prehearing Brief at 15.
21519 U.S.C. §1677(7)(B)(I11)(emphasis added).
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foreign operations or import operations of domestic producers are not to be considered in
measuring the impact of imports on the domestic industry. For example, profits earned by a
domestic producer due to products which it imports to meet competition should not be the basis
of a negative determination of injury. The domestic industry may be materially injured by reason
of unfair imports even if some producers themselves import in order to stay in business.”?

The statute therefore requires the Commission to focus on whether the subject imports are having an
adverse impact on the domestic production operations of the industry, not on whether the industry’s
overall operations, including its import operations, are performing well despite the presence of subject
imports in the market. And, as we discussed above, the record shows that the domestic production
operations of these companies have clearly become smaller and weaker as a result of increased LTFV
subject imports during the POI.2Y’

Second, respondents’ argument is flawed factually. It ignores the fact that nearly two-thirds of
subject imports were imported not by members of the industry but by importers selling merchandise in
competition with the industry.®® The adverse impact of these imports cannot be attributed to the adoption
of a “blended sourcing” strategy by the domestic producers during the POL. Further, the record does not
support the argument that members of the industry who have adopted such a strategy have been able to
maintain their profitability levels during the POI by importing subject merchandise.?** While several of
the larger domestic producers who import have been able to maintain the operating income margins on
their domestic production operations during the POI,%? the record also shows that, considered as a whole,
domestic producers who import experienced similar operating income margins declines on their domestic
operations as did those members of the industry who did not import during the POI.?

We also have considered in our analysis respondents’ argument that imposition of the dumping
margins found by Commerce would not have had any impact on competition in the WBF market during
the POL.%2 Again, we do not find this argument persuasive. First, although we have considered the

216 S, Rep. No. 100-171, 100" Cong., 1 Sess. 117 (1988)(emphasis added); see also H. Rep. 100-40, 100" Cong.,
1% Sess. 128-29 (1988).

217 Respondents argued that the industry is “smaller but stronger” during the final phase investigation. See, e.q.,
Lacquer Craft Prehearing Brief at 31, Lacquer Craft Posthearing Brief at 3 and 6. The data discussed above, in
particular the financial data, disprove this claim.

218 See CR at 1V-10, Table 1V-8 & Figure 1V-3, PR at IV-9, Table IV-8 & Figure IV-3.
1 CR/PR at Table VI-5.
220 CR/PR at Table VI-5 (e.g., *** and ***).

221

Compare CR/PR at Table VI-5 (importing producers had operating margins of 4.7 percent in 2001, 4.8 percent
in 2002, 2.5 percent in 2003, and 3.2 percent in interim 2004) with CR/PR at Table VI-4 (importing producers who
did not import had operating margins of 4.8 percent in 2001, 3.7 percent in 2002, 2.3 percent in 2003, and 3.0
percent in interim 2004).

222 |_acquer Craft Posthearing Brief at 1; FRA Posthearing Brief at 3. Respondents contend that subject imports
would still undersell domestic merchandise significantly, even if dumping duties in these amounts were to be
imposed. 1d. To the extent that respondents are arguing that the dumping margins are too low to benefit the
domestic industry, we note that nothing in the statute or case law requires (or allows) us to consider the likely
effectiveness of a dumping order in making our injury determination. The possibility that non-subject imports will
increase in the future after an antidumping order is imposed is similarly not relevant to our analysis of whether
subject imports are currently materially injuring the industry.
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margins of dumping announced by Commerce in our analysis,?? as required by the statute,??* the dumping
margin is only one of the many factors that we are required to consider as part of our assessment of the
impact of subject imports on the condition of the industry.?® Thus, whether or not the LTFV margins
announced by Commerce are properly characterized as being low, moderately high or very high, we are
still required to assess these margins within the context of all of the other factors that establish whether
the subject imports have affected the condition of the domestic industry.?? 22

Furthermore, it is not the case that the filing of the petition and imposition of Commerce’s
preliminary duties have had no impact on the pricing or volumes of the subject merchandise during the
POI. On the contrary, the record indicates that imposition of preliminary duties in June 2004 had a
significant dampening effect on the volume of subject imports.?® Moreover, our price comparison data
indicate that the filing of the petition has had some beneficial effect on domestic prices in the market
during the first half of 2004.2°

Finally, we have considered the fact that a substantial proportion of the industry opposes the
petition and the imposition of antidumping duties in this investigation. As we noted previously, nine
members of the industry, accounting for 59.1 percent of domestic production (measured in pieces) but
45.6 percent of the industry’s U.S. shipments (measured in value) in 2003, oppose the petition.?° Thirty-
eight members of the industry, accounting for 37.8 percent of domestic production (measured in pieces)
but 47.6 percent of the industry’s U.S. shipments (measured in value) in 2003, support the petition.?*
Respondents argue that the opposition of a substantial portion of the industry to the petition indicates that
the industry as a whole is not being materially injured by subject imports and that the subject imports
from China have been a net benefit to the industry’s operations.?*

222 69 Fed. Reg. at 67317-67319. In its final affirmative LTFV determination, Commerce found that one
company, Markor International Furniture (Tianjin) Manufacturing Company, had a de minimis rate (of 0.79 percent).
For the other companies entitled to an individual dumping margin, Commerce found dumping margins ranging from
2.22 percent to 198.08 percent. The rate applicable to 115 firms (those who filed section A responses alone) was
8.64 percent. The “all others” rate found by Commerce was 198.08 percent.

22419 U.S.C. 81677(7)(C)(iii)(V).

22519 U.S.C. 8§1677(7)(C)(iii). Commissioner Pearson does not join the remainder of this discussion on margins.

22619 U.S.C. 81677(7)(C)(iii).

22T \We also note the statute requires us to assess the actual impact of the prices and volumes of subject imports on
the current industry within existing conditions of competition in the market in our present injury analysis. 19 U.S.C.
81677(7)(C)(iii).

228 petitioners Posthearing Brief at Ex. 17.

22 See, e.g., CR/PR at Tables V-5-V-12 & Figure V-5-V-12.

%0 CR/PR at Tables I11-1 & D-2; E-Mail from F. Fischer to K. Jones, dated Dec. 9, 2004, at Supplemental Table
1.

281 CR/PR at Tables 111-1 & D-2; E-Mail from F. Fischer to K. Jones, dated Dec. 9, 2004, at Supplemental Table
1. Three producers that support the petition did not report data to the Commission. Id. Seven members of the
industry, accounting for 3.1 percent of domestic production (measured in pieces) and 6.8 percent of the industry’s
U.S. shipments (measured by value) in 2003, take no position with respect to the petition. Two of these producers
did not report data to the Commission. 1d.

2% |_acquer Craft Prehearing Brief at 40; Furniture Brands Prehearing Brief at 1-2.
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We do not find respondents’ argument compelling.®* While it is true that we have the discretion
to consider the level of an industry’s support for the petition as part of our analysis, the level of support
by the industry is not dispositive with respect to a finding of present material injury.?* Thus, even though
a substantial percentage of the industry opposes the petition, this does not outweigh the other record
evidence indicating that the subject imports have had significant volume and price-related effects on the
industry.

Moreover, while it is true that nine members of the industry, representing a majority of domestic
production in 2003, oppose the imposition of dumping duties, thirty-eight producers, representing a larger
percentage of domestic shipments (measured by value) in 2003 than those in opposition, support the
imposition of duties in this case.?®® Also, we note that six unions support the petition, including two
unions whose members work at facilities owned by *** 2*¢ Thus, there remains substantial industry-wide
support for the petition. Finally, we would add that the nine domestic producers who oppose the petition
have been responsible for the large majority of the subject merchandise imported by the industry during
the POI,%" indicating that their views on this matter are affected by a desire to continue importing subject
imports.

Accordingly, we conclude that the subject imports of WBF have had a significant adverse impact
on the domestic industry.

CONCLUSION

For the foregoing reasons, we find that the domestic wooden bedroom furniture industry is
materially injured by reason of LTFV imports from China.

2% To the extent that respondents’ argument appears to suggest that we should revisit whether the petitioners had
“standing” to file the petition on behalf of the industry, we note that it is the responsibility of the Commerce
Department, not the Commission, to determine whether there is sufficient domestic industry support for the petition.
See, e.0., 19 U.S.C. 81673a(c)(4). Moreover, once made, Commerce’s standing decision may not be revisited
after initiation. 19 U.S.C. 81673a(c)(4)(E); SAA at 863 (“Arguments regarding industry support should not be made
to either Commerce or the Commission following initiation.”); Fujitsu Limited v. United States, 36 F. Supp. 2d 394
(Ct. Int’l Trade 1999). Thus, to the extent these arguments pertained to whether or not the petitioners had standing
to file the case, they are irrelevant to our determination.

2% See Allegheny Ludlum Corp. v. United States, 287 F.3d 1365, 1375-76 (Fed. Cir. 2002).

2% CR at I11-3, PR at 111-3; E-Mail from F. Fischer to K. Jones, et al., dated Dec. 9, 2004, at Supplemental Table
1.

236 x%* CR/PR at Table 111-13.
%" CRIPR at Table 1V-3.
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PART I: INTRODUCTION
BACKGROUND

This investigation was instituted in response to a petition filed with the U.S. International Trade
Commission (Commission) and the U.S. Department of Commerce (Commerce) on October 31, 2003, by
the American Furniture Manufacturers Committee For Legal Trade, Washington, DC, and its individual
members,* and the Cabinet Makers, Millmen, and Industrial Carpenters, Local 721, Whittier, CA.> The
petition alleges that an industry in the United States is materially injured, and threatened with material
injury, by reason of imports from China of wooden bedroom furniture® that are alleged to be sold in the
United States at less than fair value (LTFV). Information relating to the background of this investigation
is presented in table I-1.

PREVIOUS INVESTIGATIONS

The Commission has not previously conducted antidumping or countervailing duty investigations
concerning wooden bedroom furniture.

ORGANIZATION OF THE REPORT

Information on the subject merchandise, alleged dumping margins, and the domestic like product
is presented in Part I. Information on conditions of competition and other economic factors is presented
in Part 1. Information on the condition of the U.S. industry, including data on capacity, production,
shipments, inventories, and employment, is presented in Part I11. Information on the volume of imports of
the subject merchandise, apparent consumption, and market shares is presented in Part I\VV. Part V
presents data on prices in the U.S. market. Part VI presents information on the financial condition of U.S.
producers. Information on the producers in China and on U.S. importers’ inventories is presented in Part
VII.

! At the time of the filing of the petition, the American Furniture Manufacturers Committee For Legal Trade
(AFM Committee) consisted of 27 U.S. producers. However, since the institution of the investigation two firms,
Hooker and Cresent, have withdrawn from the AFM Committee. See letter of Joseph W. Dorn, counsel for
petitioners, to Commerce and the Commission dated July 27, 2004, indicating Hooker’s withdrawal as a petitioner;
and letter of Joseph W. Dorn to Commerce and the Commission dated September 17, 2004, indicating Cresent’s
withdrawal as a petitioner. ***.

2 On December 4, 2003, the petitioners amended the petition to include four additional labor unions as co-
petitioners: UBC Southern Council of Industrial Workers, Local Union 2305, Columbus, MS; United Steelworkers
of America, Local 193U, Lewisburg, PA; Carpenters Industrial Union, Local 2093, Phoenix, AZ; and Teamsters,
Chauffeurs, Warehousemen and Helpers, Local 991, Bay Minette, AL. See letter to the Commission and Commerce
from petitioners dated December 4, 2003.

On November 2, 2004, the petitioners amended the petition to include an additional labor union as co-
petitioner-the IUE, Industrial Division of CWA, Local 82472, Hagerstown, MD. See letter to the Commission and
Commerce from petitioners dated November 2, 2004.

¥ The merchandise subject to this investigation is wooden bedroom furniture, as described in the section entitled
The Subject Product in Part | of this report.
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Table I-1

Wooden bedroom furniture: Chronology of investigation No. 731-TA-1058

Date
October 31, 2003

Action

Petition filed with Commerce and the Commission

October 31, 2003

Commission institutes investigation No. 731-TA-1058 (Preliminary)

November 10, 2003

Commission publishes notice of institution in the Federal Register*

November 21, 2003
November 24, 2003

December 17, 2003

Commission’s public conference

Commerce publishes in the Federal Register its notice extending the date of its initiation of
investigation?

Commerce publishes notice of its initiation in the Federal Register®

January 9, 2004

Date of Commission’s vote in the preliminary phase investigation

January 12, 2004

Commission’s transmittal of its preliminary determination to Commerce

January 20, 2004
June 24, 2004

Commission’s views sent to Commerce

Commerce publishes its preliminary antidumping determination in the Federal Register

July 15, 2004

Commission publishes its schedule for the final phase investigation in the Federal Register*

August 5, 2004

Commerce publishes an amended preliminary antidumping determination in the Federal Register

September 9, 2004
November 9, 2004

Commerce publishes an amended preliminary antidumping determination in the Federal Register

Commission’s hearing®

November 17, 2004

Commerce publishes its final antidumping determination in the Federal Register®

December 10, 2004

Commission’s vote

December 22, 2004

' 68 FR 63816.
268 FR 65875.
68 FR 70228.

Commission’s transmittal of its determination and views to Commerce

469 FR 42452, presented in app. A.
® A list of witnesses appearing at the Commission’s hearing is presented in app. B.
69 FR 67313, presented in app. A.

Source: Various Federal Register notices.
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SUMMARY OF DATA PRESENTED IN THE REPORT

A summary of data collected in the investigation is presented in appendix C. U.S. producers’
data are based on the questionnaire responses of 49 firms* accounting for approximately 88 percent of
estimated U.S. shipments (based on value) in 2003.° Data on U.S. imports are based on official statistics
of Commerce, except as noted.® Data on the industry in China are based on the questionnaire responses
of 154 firms believed to account for approximately 62 percent of Chinese exports of the subject
merchandise to the United States in 2003.’

THE NATURE AND EXTENT OF SALES AT LTFV

On November 17, 2004, Commerce published its final antidumping determination in the Federal
Register.® The final dumping margins range from 0.79 percent ad valorem® to 198.08 percent ad valorem.
Commerce determined separate rates for seven “mandatory” respondents ranging from 0.79 percent ad
valorem to 198.08 percent ad valorem,™ and 115 Chinese producers/exporters that voluntarily completed
Commerce’s “Section A” questionnaire and demonstrated that they were eligible to receive a separate rate
of 8.64 percent ad valorem.” The China-wide rate for all other producers/exporters in China is 198.08
percent ad valorem.* The period of investigation for Commerce’s dumping investigation is April 2003-
September 2003. Commerce used Indian surrogate values to calculate factors of production, material
inputs, and other costs.

* The financial analysis of U.S. producers presented in Part V1 of this report is based on the responses of 43 firms.

% Coverage was calculated using the Commission’s total U.S. shipment value for 2003 of $1.879 billion (see table
[11-4) and the petitioners’ U.S. industry estimate for 2003 of $2.141 billion. Staff phone conversations with Joseph
Dorn, counsel to petitioners, October 18, 2004; and Wyatt Bassett, Executive Vice President, Vaughan-Bassett,
October 19, 2004.

® The Commission received questionnaire responses from 123 U.S. importers believed to account for
approximately 80 percent of imports of wooden bedroom furniture from China in 2003. Coverage was calculated
using the value of U.S. imports from China reported by responding U.S. importers in 2003 ($1.124 billion) compared
to the value of imports of $1.402 billion in 2003 from official import statistics.

" Coverage was calculated using the Commission’s quantity of wooden beds exported to the United States
reported by Chinese producers in 2003 (1.948 million) and the quantity of wooden beds imported from China in
2003 (3.137 million) from official import statistics.

869 FR 67313, November 17, 2004.

® Markor International Furniture (Tianjin) Manufacture Co., Ltd. (Markor Tianjin) received a de minimis dumping
margin of 0.79 percent ad valorem.

10 Commerce estimated that the seven mandatory respondents account for approximately 35 percent of U.S.
imports of wooden bedroom furniture from China. See Commerce’s Fact Sheet from its preliminary determination,

p. 1.

11 Chinese producers/exporters subject to the Section A rate are believed to account for approximately 55 percent
of U.S. imports of wooden bedroom furniture from China.

12 Chinese producers/exporters subject to the PRC-wide rate of 198.08 percent ad valorem are believed to account
for approximately 10 percent of imports of wooden bedroom furniture from China. At the time of the preliminary
determination in June 2004, Chinese producers/exporters subject to the PRC-wide rate were believed to account for
approximately 20 percent of imports from China. See “Documentation Led To Lower Duties, DOC Says,” Furniture
Today, November 10, 2004.
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Commerce’s final dumping margins, as amended, are as follows:

Final dumping margin
Manufacturer/exporter Percent ad valorem
Dongguan Lung Dong 2.22
Dorbest Group 16.70
Lacquer Craft 6.95
Markor Tianjin® 0.79
Shing Mark 5.07
Starcorp 15.24
Tech Lane 198.08
Section A respondents (115 firms) 8.64
PRC-wide (all other firms) 198.08
! De minimis margin.

SUMMARY OF MARKET PARTICIPANTS

Over 50 U.S. firms produced wooden bedroom furniture during January 2001-June 2004, and
over 120 U.S. firms imported wooden bedroom furniture from China. Table I-2 presents a list of the
largest U.S. producers and importers of wooden bedroom furniture.

Table I-2
Wooden bedroom furniture: Largest U.S. producers and U.S. importers of the subject merchandise,
2003

The top 10 reporting U.S. producers accounted for approximately 56 percent of estimated U.S.
producers’ shipments (based on value) in 2003." The top 10 reporting U.S. importers accounted for
approximately 48 percent of U.S. imports (based on value) of the subject merchandise in 2003.*

13 See table 111-1 in Part 111 of this report. The top 10 U.S. producers had U.S. shipments of $1.202 billion in 2003
out of an estimated industry total U.S. shipments of $2.141 billion in 2003.

1 The top 10 reporting U.S. importers reported imports of $557.4 million of wooden bedroom furniture from
China in 2003, while total reported U.S. imports of wooden bedroom furniture from China were $1.165 billion in
2003.
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U.S. producers and importers sell wooden bedroom furniture principally to the many retailers of
the product. Some of the producers and importers are retailers themselves. Table I-3 presents a list of the
largest known purchasers of domestically produced wooden bedroom furniture (based on value), and the
largest purchasers of subject merchandise (based on value) imported from China.

Table I-3

Wooden bedroom furniture: Largest known U.S. purchasers of domestically produced product and
subject merchandise imported from China, 2003

The Commission received 154 questionnaire responses from wooden bedroom furniture
producers in China that are believed to account for approximately 62 percent of exports of wooden
bedroom furniture to the United States in 2003. However, there may be tens of thousands of producers of
wooden bedroom furniture in China.® Information on the industry in China is presented in Part V11 of
this report.

THE SUBJECT PRODUCT
Scope

Commerce has defined wooden bedroom furniture, the product subject to investigation, as
follows—°

Wooden bedroom furniture is generally, but not exclusively, designed, manufactured, and
offered for sale in coordinated groups, or bedrooms, in which all of the individual pieces
are of approximately the same style and approximately the same material and/or finish.
The subject merchandise is made substantially of wood products, including both solid
wood and also engineered wood products made from wood particles, fibers, or other
wooden materials such as plywood, oriented strand board, particle board, and
fiberboard, with or without wood veneers, wood overlays, or laminates, with or without
non-wood components or trim such as metal, marble, leather, glass, plastic, or other
resins, and whether or not assembled, completed, or finished.

The subject merchandise includes: (1) Wooden beds such as loft beds, bunk beds, and
other beds; (2) wooden headboards for beds (whether stand-alone or attached to side
rails), wooden footboards for beds, wooden side rails for beds, and wooden canopies for
beds; (3) night tables, night stands, dressers, commodes, bureaus, mule chests,
gentlemen’s chests, bachelor’s chests, lingerie chests, wardrobes, vanities, chessers,
chifforobes, and wardrobe-type cabinets; (4) dressers with framed glass mirrors that are

15 petitioners’ posthearing brief, exh. 1, p. 2.
169 FR 67314, November 17, 2004.
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attached to, incorporated in, sit on, or hang over the dresser; (5) chests-on-chests,*’
highboys,*® lowboys,* chests of drawers,” chests,* door chests,? chiffoniers,*® hutches,?
and armoires;® (6) desks, computer stands, filing cabinets, book cases, or writing tables
that are attached to or incorporated in the subject merchandise; and (7) other bedroom
furniture consistent with the above list.

The scope of the Petition excludes: (1) Seats, chairs, benches, couches, sofas, sofa beds,
stools, and other seating furniture; (2) mattresses, mattress supports (including box
springs), infant cribs, water beds, and futon frames; (3) office furniture, such as desks,
stand-up desks, computer cabinets, filing cabinets, credenzas, and bookcases; (4) dining
room or kitchen furniture such as dining tables, chairs, servers, sideboards, buffets,
corner cabinets, china cabinets, and china hutches; (5) other non-bedroom furniture,
such as television cabinets, cocktail tables, end tables, occasional tables, wall systems,
book cases, and entertainment systems; (6) bedroom furniture made primarily of wicker,
cane, osier, bamboo or rattan; (7) side rails for beds made of metal if sold separately
from the headboard and footboard; (8) bedroom furniture in which bentwood parts

17 A chest-on-chest is typically a tall chest-of-drawers in two or more sections (or appearing to be in two or more
sections), with one or two sections mounted (or appearing to be mounted) on a slightly larger chest; also known as a
tallboy.

8 A highboy is typically a tall chest of drawers usually composed of a base and a top section with drawers, and
supported on four legs or a small chest (often 15 inches or more in height).

9 A lowboy is typically a short chest of drawers, not more than four feet high, normally set on short legs.
20 A chest of drawers is typically a case containing drawers for storing clothing.

21 A chest is typically a case piece taller than it is wide featuring a series of drawers and with or without one or
more doors for storing clothing. The piece can either include drawers or be designed as a large box incorporating a
lid.

22 A door chest is typically a chest with hinged doors to store clothing, whether or not containing drawers. The
piece may also include shelves for televisions and other entertainment electronics.

28 A chiffonier is typically a tall and narrow chest of drawers normally used for storing undergarments and
lingerie, often with mirror(s) attached.

2 A hutch is typically an open case of furniture with shelves that typically sits on another piece of furniture and
provides storage for clothes.

% An armoire is typically a tall cabinet or wardrobe (typically 50 inches or taller), with doors, and with one or
more drawers (either exterior below or above the doors or interior behind the doors), shelves, and/or garment rods or
other apparatus for storing clothes. Bedroom armoires may also be used to hold television receivers and/or other
audio-visual entertainment systems.
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predominate;? (9) jewelry armories (sic);?’ (10) cheval mirrors,”® and (11) certain metal
parts.?®

Imports of subject merchandise are classified under statistical category 9403.50.9040 of
the Harmonized Tariff Schedule of the United States (““HTSUS”’) as ““‘wooden . . . beds”
and under statistical category 9403.50.9080 of the HTSUS as “other . . . wooden
furniture of a kind used in the bedroom.”” In addition, wooden headboards for beds,
wooden footboards for beds, wooden side rails for beds, and wooden canopies for beds
may also be entered under statistical category 9403.50.9040 of the HTSUS as ““parts of
wood” and framed glass mirrors may also be entered under statistical category
7009.92.5000 of the HTSUS as “glass mirrors . . . framed.”” This investigation covers all
wooden bedroom furniture meeting the above description, regardless of tariff
classification. Although the HTSUS subheadings are provided for convenience and
customs purposes, our written description of the scope of this proceeding is dispositive.

% As used herein, bentwood means solid wood made pliable. Bentwood is wood that is brought to a curved shape
by bending it while made pliable with moist heat or other agency, and then set by cooling or drying. See Customs
Headquarters’ Ruling Letter 043859, dated May 17, 1976.

" Any armoire, cabinet or other accent item for the purpose of storing jewelry, not to exceed 24" in width, 18" in
depth, and 49" in height, including a minimum of 5 lined drawers lined with felt or felt-like material, at least one side
door lined with felt or felt-like material, with necklace hangers, and a flip-top lid with inset mirror. See
Memorandum from Laurel LaCivita to Laurie Parkhill, Office Director, Issues and Decision Memorandum
Concerning Jewelry Armoires and Cheval Mirrors in the Antidumping Duty Investigation of Wooden Bedroom
Furniture from the People’s Republic of China, dated August 31, 2004.

28 Cheval mirrors, i.e., any framed, tiltable mirror with a height in excess of 50" that is mounted on a
floor-standing, hinged base. See Id.

2 Metal furniture parts and unfinished furniture parts made of wood products (as defined above) that are not
otherwise specifically named in this scope (i.e., wooden headboards for beds, wooden footboards for beds, wooden
side rails for beds, and wooden canopies for beds) and that do not possess the essential character of wooden bedroom
furniture in an unassembled, incomplete, or unfinished form. Such parts are usually classified in HTS subheading
9403.90.70.
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U.S. Tariff Treatment

Table 1-4 presents current tariff rates for wooden bedroom furniture.* The scope mentions four
Harmonized Tariff Schedule of the United States (HTS) subheadings and statistical reporting numbers;
however, most of the subject imports enter under the first two statistical reporting numbers, 9403.50.9040
(beds) and 9403.50.9080 (other wooden furniture of a kind used in the bedroom). The third number, HTS
subheading 9403.90.70, contains, among other things, certain metal furniture parts and certain unfinished
furniture parts made of wood products. The fourth number, HTS subheading 7009.92.50, is a residual or
“basket” category that contains, among other items, framed glass mirrors of a kind used in the bedroom.

Table |-4
Wooden bedroom furniture: Tariff rates, 2004
General® Special® Column 24
HTS provision Article description® Rates (percent ad valorem)
9403.50.9040 Wooden furniture of a kind used in the bedroom: Free ® 40.0
Other (than bent-wood furniture):
Other (than designed for motor vehicle use):
Beds
9403.50.9080° Wooden furniture of a kind used in the bedroom: Free ® 40.0

Other (than bent-wood furniture):
Other (than designed for motor vehicle use):
Other (than beds)

9403.90.7000 Wooden furniture of a kind used in the bedroom: Free ® 40.0
Other (than bent-wood furniture):
Parts of furniture (other than of a kind used
for motor vehicles), of wood

7009.92.5000 Glass mirrors, whether or not framed, including 6.5 Free’ 45.0
rear-view mirrors:
Framed: Over 929 cm? reflecting area

1 An abridged description is provided for convenience; however, an unabridged description may be obtained from the
respective headings, subheadings, and legal notes of the HTS.

2 Normal trade relations, formerly known as the most-favored-nation duty rate, applicable to imports from China.

® For eligible goods under the Generalized System of Preferences, African Growth and Opportunity Act, Caribbean Basin
Economic Recovery Act, Andean Trade Preference Act, Automotive Products Trade Act, Israel Free Trade Agreement, Jordan
Free Trade Agreement, and NAFTA-originating goods of Canada and Mexico, and Chile Free Trade Agreement.

4 Applies to imports from a small number of countries that do not enjoy normal or preferential trade relations duty status.

® Not applicable.

® Customs does not collect quantity data for this statistical reporting number. See footnote to text below.

" Imports from Singapore enter at a rate of 4.8 percent ad valorem pursuant to the United States-Singapore Free Trade
Agreement.

Source: Harmonized Tariff Schedule of the United States (2004).

% U.S. Customs and Border Protection (Customs) collects quantity data for beds but not for other wooden
bedroom furniture; therefore, only value data for wooden bedroom furniture from official statistics are presented in
this report, except as noted.
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DOMESTIC LIKE PRODUCT ISSUES*

In the preliminary phase of the investigation, petitioners argued that the domestic like product
corresponded to the scope definition.*> Respondents Lacquer Craft Manufacturing Co., Ltd.; Markor
International Furniture (Tianjin) Manufacturing Co. (Markor Tianjin); and the Committee for Free Trade
in Furniture indicated that they “. . . recognize that for purposes of its preliminary determination the
Commission does not have the data it would need to take a different approach to the like product issues
raised in this case, but want to reserve our position on these issues” should the investigation proceed to a
final phase.® Other respondent parties did not take a position on the appropriate domestic like product.

In its views in the preliminary phase of this investigation, the Commission found that there is one
domestic like product consisting of wooden bedroom furniture as defined in the scope of the
investigation.® In the final phase of the investigation, respondents have not challenged the domestic like
product, with the exception of respondents Maria Yee Inc., Guangzhou Maria Yee Furnishings Ltd., and
Pyla HK Ltd. (collectively “Maria Yee™) who contend that joinery wooden bedroom furniture is a
separate like product from non-joinery wooden bedroom furniture.

Physical Characteristics and Uses®

Wooden bedroom furniture consists of furniture made of wood products and having physical
characteristics applicable to the intended use in a bedroom. The furniture consists of different individual
articles (e.g., beds, nightstands, chests, armoires, and dressers with mirrors) with different configurations
and uses, all of which share the physical characteristics imparted by their common raw material (wood)
and by their intended function for use in a bedroom, as opposed to other types of furniture such as dining
room tables, china chests, and office desks. Figure I-1 presents examples of selected wooden bedroom
furniture pieces.

Wooden bedroom furniture is used primarily in residences, but is also used in lodging and in care
facilities such as assisted living facilities. Specific types of wooden bedroom furniture included in this
investigation are listed in the scope of the investigation presented earlier in this section of the report.

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

%2 See petition, pp. 16-24. See also petitioners’ postconference brief, p. 28.

% See postconference brief of Lacquer Craft Manufacturing Co., Ltd., Markor International Furniture (Tianjin)
Manufacturing Co., and the Committee for Free Trade in Furniture (joint respondents’ postconference brief) at 7.

3 See Wooden Bedroom Furniture from China, Investigation No. 731-TA-1058 (Preliminary), USITC Pub. 3667,
January 2004, p. 11.

% Portions of this discussion are derived from the petition at 20-24, from petitioners’ postconference brief, pp. 13-
18, and from other sources as cited.



Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

Figure I-1
Examples of selected wooden bedroom furniture pieces
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Source: Ethan Allen Inc. (www.ethanallen.com).

I-10



Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

Wooden bedroom furniture is generally, but not exclusively, designed, manufactured, and offered
for sale in coordinated groups, commonly called bedroom suites® or “bedrooms” in which all of the
individual pieces share the same basic design, raw materials, construction, and finish.*” Figure 1-2
presents an example of a wooden bedroom furniture suite.

At a minimum, a suite includes a bed frame, chest of drawers, and a nightstand. As one furniture
retailer stated: “Although we are perfectly willing to sell different bedroom furniture items separately, the
vast majority of our customers, more than 90 percent, buy suites. This is the way virtually all retailers
operate.”® Respondents agree that the fact that bedroom furniture is sold as a single unit or suite may be
true for many sales, but it is “most certainly not true for all,”* indicating that the definition of a suite is
quite fluid (different suites may contain one or two nightstands, a chest or no chest, perhaps a mirror, and
a range of bed sizes) and even differs on a regional basis.** Moreover, customers may buy a single piece
of furniture or any subset of the “so-called” suite.* Wooden bedroom furniture suites are typically for
either the adult, youth, or hospitality markets.

Adult bedroom suites are produced for at least three different price/quality points: low, middle,
and high. The quality of the material used in construction is a major factor that (along with other factors,
e.g., quality of construction and quality of finish) determines the price point at which the suites are sold.*
The materials found in the lowest category of bedroom suites tend to consist of (1) particle board
components for the interior structure that holds the drawers; (2) glued paper covering the interior of
drawers; (3) a certain amount of stapled construction; and (4) plastic components that are designed to look
similar to wood. The front of a chest or dresser is often covered with wood, while the sides are most
likely of particle board. Mid-priced bedroom suites usually include solid wood on the top of chests or
dressers, while wood veneered on the particle board is used on the side and front. A plywood interior
structure holds the drawers in place. High-priced bedroom suites normally use solid wood on drawer
fronts and the top and sides of chests and dressers.

% In the furniture trade, the term “suites” is pronounced like the word “suits” as in bathing suits.

%" Wooden bedroom suites can also be referred to as bedroom collections, bedroom groups, or bedrooms.
% See testimony of Harold Hewitt, President, Superior Furniture, conference transcript at 59.

% See joint respondents’ postconference brief, p. 8.

“0 For instance, in the New York market, a suite typically consists of a dresser, mirror, armoire, bed, and two
nightstands. However, in California, a suite typically consists of a dresser, mirror, bed, and two nightstands, while
in the southeastern United States, a suite typically consists of a dresser, mirror, chest, and bed. While there are
different ways of defining a suite across the country, retailers within a geographic region usually quote a suite in the
same way. See testimony of Wyatt Bassett, Executive Vice President, Vaughan-Bassett, conference transcript at
116-117.

! See joint respondents’ postconference brief at 8.

“2 These materials, ranked in descending order, are: (1) solid wood; (2) solid wood veneer on plywood; (3) solid
wood veneer on particle board; and (4) paper glued on composite board.
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Figure I-2
Example of a wooden bedroom furniture suite

Wooden bedroom suite

Source: Kincaid Furniture (www.kincaidfurniture.com).
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Common Manufacturing Facilities and Production Employees

Wooden bedroom furniture is produced in facilities that may also produce non-bedroom wooden
furniture. In response to a question on whether they produce other products using the same equipment
and the same workers as those used to produce wooden bedroom furniture, most large producers
answered in the affirmative, stating that they produce other wooden furniture (e.g., dining room furniture,
occasional, entertainment centers, bookcases, and other case goods).** With regard to bedroom furniture
of materials other than wood (e.g., brass beds), such furniture reportedly is not produced by the same U.S.
producers that produce wooden bedroom furniture.*

The process of manufacturing wooden bedroom furniture is similar in the United States, China,
and other producing countries. Lumber, veneers, and engineered wood products are sawed and/or cut into
shapes, furniture is assembled from those shapes, and the furniture is stained or painted, as needed, on a
finishing line.®

Manufacturing processes involved in the production of wooden bedroom furniture have been
increasingly automated. Computer-numerically-controlled equipment, which allows operators to input
complex, sequential demands instructing production machinery how to cut, rout, and/or carve different
furniture parts, has improved productivity.

In the traditional method of bedroom furniture manufacturing, a prototype is made to serve as a
model for the furniture to be manufactured.®® To prepare the wood, logs are sawed into boards using a
large band saw/dimension saw machine. Next, the boards are dried (either naturally or through a kiln
dryer). If the boards are dried in a kiln dryer, they are first coated with a wood glue/white cement mixture
to prevent the wood from bending. This wood is then stored in a warehouse until it readjusts to the
surrounding atmosphere. The dried board is cut according to the required measurements, vertically with a
rip-saw and horizontally with a cross-cut saw. Some furniture manufacturers make decorative carvings
on the components (table tops, legs, etc.) at this stage. The wood is then softened through sanding and
planing. Next, these components are assembled using glue, nails, and/or bolts. Producers usually
conduct quality control inspections once components are assembled. The fully assembled furniture is
then finished through the process of spraying, drying, waxing, staining, and buffing. The wooden
bedroom furniture is labeled and packed to protect the product from damage while the furniture is stored
or shipped.

The manufacturing process for joinery wooden bedroom furniture, for which no nails are used, is
discussed in the section entitled Joinery Furniture at the end of Part | of this report.

“3 See table D-1 in app. D for a compilation of U.S. producers’ responses to questions 11-6 and 11-8 of the
Commission’s U.S. producers’ questionnaire. Thirty-four of 49 producers indicated that they produce other products
using the same plant and equipment as used in the production of wooden bedroom furniture. Thirty-five of 49
producers indicated that they produced other products using the same production and related workers employed to
produce wooden bedroom furniture.

4 See testimony of Wyatt Bassett, Executive Vice President, Vaughan-Bassett, conference transcript at 78-79.
*® See joint respondents’ postconference brief, p. 15.

“ The Furniture/Product Manufacturing found at http://www.furniture-design-services.com/furniture_or_
product_manufacture.htm, retrieved on October 18, 2004.
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Interchangeability and Customer and Producer Perceptions

Wooden bedroom furniture generally is not interchangeable with other types of furniture such as
dining room tables, china cabinets, and office desks, which are essentially designed for use in rooms of
the house other than bedrooms. Wooden bedroom furniture is often sold as suites of compatible articles
of furniture that are designed for use in a bedroom. Of course, certain types of wooden bedroom furniture
(e.g., such as beds, nightstands, etc.) are different from each other in specific physical characteristics and
uses and are therefore not interchangeable. However, they are designed as an integrated unit to be
compatible in appearance and can be sold together as suites.

Some bedroom furniture is made of material other than wood, such as metal (e.g., brass beds).
U.S. purchasers’ questionnaire responses regarding the substitution in demand in the retail market
between wooden bedroom furniture and bedroom furniture constructed of materials other than wood are
discussed in the section entitled Substitute Products in Part Il of this report.

Part 11 of this report also contains information on the interchangeability between domestically
produced wooden bedroom furniture and such furniture produced in China and in other countries. In
general, the imported furniture is interchangeable with the domestically produced furniture, and is
sometimes a copy of the domestic product.*’ Producers in China and elsewhere use generally the same or
comparable raw materials, production equipment, and manufacturing techniques as U.S. producers.*® In
fact, respondents argue that a significant amount of the wooden bedroom furniture imported from China
and other countries is imported by U.S. wooden bedroom producers and sold alongside domestically
produced wooden bedroom furniture, and that a significant portion of the imported wooden bedroom
furniture has even been designed in the United States by U.S. manufacturers.*

Channels of Distribution

Wooden bedroom furniture is generally sold in retail stores, as is non-bedroom furniture.*
Although non-bedroom furniture may be sold in the same stores, it is often displayed in a separate area of
the store. Retailers reserve what are known in the industry as “slots” (allocated space in a certain area of
a store) for bedroom suites, and it is these slots which serve as the primary channel of distribution for
wooden bedroom furniture. Further information on channels of distribution for wooden bedroom
furniture is presented in Part Il and Part 111 of this report.

Price

The Commission collected price data on eight specific types of wooden bedroom furniture,
consisting of various types of Louis Philippe-style and Mission-style beds, nightstands, and double
dressers. These data are presented in part V of this report. The prices among the individual types of
bedroom furniture (beds, nightstands, and dressers) often vary substantially. However, the products can
be sold as suites. Joint respondents contend that wooden bedroom furniture is not priced on a suite-by-

47 See testimony of Wyatt Bassett, Executive Vice President, Vaughan-Bassett, conference transcript at 40; and
testimony of Harold Hewitt, President, Superior Furniture, conference transcript at 62.

8 See affidavit of Wyatt Bassett, petition, exh. 10, p. 1.
“ See testimony of Jeffrey Seaman, President & CEO, Rooms To Go, conference transcript at 154.
%0 Other channels of distribution include sales to hospitality/institutional purchasers and distributors.
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suite basis, that price negotiations conducted by manufacturers are on a piece-by-piece basis, and that at
retail sale the goods are also priced individually.™

JOINERY FURNITURE

In the final phase of this investigation, Maria Yee requested that the Commission obtain separate
data for joinery wooden bedroom furniture, which is produced using the joinery technique in which solid
wood is assembled by expert craftsmen using precise and tightly fitting interlocking joints without the use
of nails or screws.* The Commission’s questionnaires asked U.S. producers, U.S. importers, and foreign
producers in China whether or not they produced, imported, or exported joinery wooden bedroom
furniture.®® The Commission also asked U.S. producers and U.S. importers to comment on the
comparability of joinery wooden bedroom furniture and non-joinery wooden bedroom furniture.>

Construction of wooden bedroom furniture, at its core, involves multiple connections of pieces of
wood in one of two general ways: use of metal connectors (nails, screws, staples) or use of interlocking
construction, or joinery.>® The method used is largely dependent on a cost versus quality decision-making
process: metal connector construction of wooden furniture is generally cheaper and quicker and requires
less-skilled labor than the more labor-intensive joinery construction, but joinery construction of wooden
furniture is considered to produce more stable and longer-lasting furniture.® Two examples of Maria
Yee’s joinery technique and assembly are presented in figure I-3. Selected examples of joinery wooden
bedroom furniture from several U.S. producers are presented in figure 1-4.

%! See joint respondents’ postconference brief, p. 9.

52 See letter to the Commission of Patricia P. Yeh, counsel to Maria Yee, regarding comments on the draft
questionnaires, August 5, 2004; prehearing brief of Marie Yee, p. 9; and posthearing brief of Maria Yee, pp. 4 and 5.

5% See responses to question 11-9 of the Commission’s producer questionnaire; question 11-6 of the importer
questionnaire; and question I1-11 of the foreign producer/exporter questionnaire.

% Question 11-30 of the Commission’s producer questionnaire, and question 11-16 of the importer questionnaire.

% Joinery construction can involve the use of interlocking wood construction only or the additional use of glue or
sometimes metal connectors to finish the process. The most widespread joinery techniques are dowel, mortise and
tenon, tongue-in-groove, and dovetail. Smithsonian Center for Materials Research and Education, “Fundamental
Construction Techniques for Furniture & Wooden Objects,” 2002, found at http://www.si.edu/scmre/takingcare/
fundconst.htm, retrieved October 14, 2004; Shirley M. Niemeyer, “Selecting Case Goods—Woods,” March 1996,
found at http://ianrpubs.unl.edu/homefurnish/g1247.htm, retrieved October 14, 2004; “Construction,”
Homestore.com, found at http://www.homestore.com/HomeGarden/Decorate/Furniture/Wood/Construction.asp?
poe=homestore, retrieved on October 14, 2004; “Types of Joinery,” FurnitureFIND.com, found at
http://www.furniturefind.com/education/2_030_joinery.aspx, retrieved October 14, 2004; “Construction Features,”
Furniture.com, found at http://www.furniture.com/Common/magazine/archives/construct_gloss.asp, retrieved
October 14, 2004.

% “Nails are one of the worst ways of holding separate pieces of wood together (conversely, they are also one of
the fastest and most efficient ways). ... Glued joints {as used in joinery construction} are the most secure way of
holding separate pieces of wood together; if you think of the strength of a joint as a function of the amount of area
that is held tightly together, it doesn’t take much to realize that the area of a nail, a screw, or even a dowel, is much
smaller than a well executed joint.” “FAQ,” World Wood Works (Maui), found at http://www.worldwoodworks.com/
fagf.html, retrieved October 15, 2004. See “Services, Shipping, Warranty & Construction,” The Twigg Shoppe,
2004, found at http://www.thetwiggshoppe.com/ServicesShippingWarrantyConst.html, retrieved October 15, 2004;
Miller Dowel Company, found at http://millerdowel.com/company/, retrieved October 15, 2004.
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Figure I-3
Wooden bedroom furniture: Examples of Maria Yee's joinery design/technique and bed

Joinery design and technique

Bed

Source: Maria Yee, Inc. (http://www.mariayee.com).
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Figure I-4
Wooden bedroom furniture: Selected examples of joinery wooden bedroom furniture

Branch Hill Joinery Branch Hill Joinery
Twin Hard Maple Dressers Twin Hard Maple Dressers

The Joinery Inc.
Versailles Collection

Southern Joinery Southern Joinery
Mission Sleigh Bed Shaker Dresser

Source: Branch Hill Joinery (www.branchhill.com); The Joinery Inc. (www.thejoinery.com); and Southern Joinery
(www.southernjoinery.com).
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A number of sources state that the method used to join two pieces of wood in the construction of
any wooden furniture will determine its quality and that joinery construction is superior to use of metal
connectors.”” Wooden furniture producers of smaller scale will tout their use of joinery construction as a
qualitative enticement to customers.®® One source states that joinery construction that traditionally was
not visible on the surface of wooden furniture is now shown for “decorative effect.”*

Only one responding U.S. producer, ***, indicated that it produced joinery wooden bedroom
furniture in the United States.®® ®* Five U.S. importers reported importing joinery wooden bedroom
furniture from January 2001-June 2004.°> The Commission asked producers in China whether or not they
exported joinery wooden bedroom furniture to the United States since January 1, 2001. Six
producers/exporters in China reported exporting joinery wooden bedroom furniture to the United States
from January 2001 to June 2004.%

57 Smithsonian Center for Materials Research and Eduction, “Fundamental Construction Techniques for Furniture
& Wooden Objects,” 2002, found at http://www.si.edu/scmre/takingcare/fundconst.htm, retrieved October 14, 2004;
Shirley M. Niemeyer, “Selecting Case Goods—Woods,” March 1996, found at http://ianrpubs.unl.edu/homefurnish/
g1247.htm, retrieved October 14, 2004; Roger Sheldon, “Woodworking,” Encarta, found at http://encarta.msn.com/
text_761570306___ 8/Woodworking.html, retrieved October 15, 2004; “Construction,” Homestore.com, found at
http://www.homestore.com/HomeGarden/Decorate/Furniture/\Wood/Construction.asp?poe=homestore, retrieved on
October 14, 2004; “Types of Joinery,” FurnitureFIND.com, found at http://www.furniturefind.com/education/
2_030_joinery.aspx, retrieved October 14, 2004; “Construction Features,” Furniture.com, found at
http://www.furniture.com/Common/magazine/archives/construct_gloss.asp, retrieved October 14, 2004.

8 “EAQ,” World Wood Works (Maui), found at http://www.worldwoodworks.com/fagf.html, retrieved October 15,
2004; Miller Dowel Company, found at http://millerdowel.com/company/, retrieved October 15, 2004; Number Nine
Furniture Company, found at http://www.az.com/~gabe/menu.htm, retrieved October 15, 2004; Catherine Murrell,
“Amish-Made Furniture Has Customization, High Quality,” Courier-Journal.com, May 3, 2003, found at
http://www.courier-journal.com/reweb/community/interiors/2003/in20030503.html, retrieved October 14, 2004;
“Craftsmanship,” Dana Robes Wood Craftsman, found at http://www.danarobes.com/craftsmanship.htm, retrieved
October 15, 2004.

%% Smithsonian Center for Materials Research and Eduction, “Fundamental Construction Techniques for Furniture
& Wooden Objects,” 2002, found at http://www.si.edu/scmre/takingcare/fundconst.htm, retrieved October 14, 2004.

80 % ywas requested to provide separate trade data for joinery wooden bedroom furniture. The firm has not
responded to the Commission staff’s request for such information. In describing its production of joinery wooden
bedroom furniture, ***. See petitioners’ prehearing brief, p. 11, fn. 21; and posthearing brief of Maria Yee, p. 7, fn.
1.

®1 Respondent Maria Yee identified several reported U.S. producers of joinery furniture. Posthearing brief of
Maria Yee, p. 7. Commission staff researched these firms and found that four-Branch Hill Joinery, Southern
Joinery, Andrews Furniture, and The Joinery—apparently produce joinery wooden bedroom furniture as described
above, based on the information provide on each firm’s web site. See cited company’s web sites, retrieved on
November 19, 2004. None of these firms was identified as a U.S. producer in the petition.

82 The five U.S. importers reporting imports of joinery wooden bedroom furniture from January 2001-June 2004
were: ***  Respondent Maria Yee raised objections to these firms being considered importers of joinery wooden
bedroom furniture, stating “{o}ur review of the questionnaire responses, however, suggests that all but Maria Yee,
Inc. misconstrued the definition of joinery wooden bedroom furniture.” See prehearing brief of Maria Yee, p. 19.

83 See table G-3 in app. G for a compilation of foreign producers’ responses to questions 11-11 of the
Commission’s foreign producers’ questionnaire. The Chinese producers indicating that they exported joinery
wooden bedroom furniture to the United States were: ***,
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Of the 44 domestic producers that responded to a question on the comparability of joinery and
non-joinery wooden bedroom furniture, only one, ***, stated that it had produced joinery wooden
bedroom furniture since January 1, 2001.% The company stated that ***.%

% As referenced earlier, in response to *** Commission staff attempted to contact *** to confirm that the
company produced joinery wooden bedroom furniture as stated in its questionnaire response, as a question was
raised during the hearing regarding some respondents’ confusion about their production of solid wood furniture and
its relation to joinery construction. See testimony of Joseph Dorn, counsel for petitioners, hearing transcript at 107.
*** did not respond by the report deadline.

% Two U.S. producers, ***, stated in their questionnaire responses that, although they do not produce joinery
wooden bedroom furniture, they do make furniture that is “very similar” or “all but indistinguishable” from joinery
furniture. Both producers also indicated that the manufacturing processes and channels of distribution for their
furniture and joinery furniture are the same, that customers perceive no difference between their higher-quality
furniture and joinery furniture, and that there is no meaningful or significant difference in price between their higher-
quality furniture and joinery furniture.

1-19






Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

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

MARKET CHARACTERISTICS

Over 50 U.S. producers and over 100 importers supply the domestic market with wooden
bedroom furniture. Firms are organized in a variety of ways. Several producers are vertically integrated
through to the retail level. Some producers also import and sell both domestically produced and imported
wooden bedroom furniture. In general, producers and importers sell to retailers. Some large retailers
purchase directly from U.S. producers and/or from foreign exporters. Sales through retailers to final
consumers are the main channel of distribution,! but hotels and other large institutions are also important
final consumers of wooden bedroom furniture.? Large institutional consumers often contract with firms
specializing in design or in purchasing to write specifications and to contract for the purchase of furniture.
Furniture rental firms comprise a smaller share of the market.

Responding purchasers were asked to identify the category that best described themselves, and 58
firms reported that they were retailers; 26 reported being distributors; one reported being a hospitality
firm; one reported being a furniture rental firm; and seven reported being in other categories. Most of
those in the other category were wholesalers or U.S. manufacturers that also purchase.

U.S. producers that also import were asked to state their reasons for importing. *** stated that
the low cost of Chinese wooden bedroom furniture was their reason for importing. A few producers
reported that certain styles with detailed carving were only available from China. Several importers,
which are not U.S. producers, responded that the subject product is available in the quality, quantity, and
time frame needed to service their dealers and that U.S. manufacturers never provided them comparable
guantities and service at any price. Furniture Brands International contends that its imports serve a
market segment that would largely be unserved were it not for the low-priced imports.®> The petitioners
asserted that the domestic producers that source significant product from offshore had closed many
domestic plants.*

Several producers reported that wooden bedroom furniture is designed and marketed as suites,
and others reported that they generally sold individual pieces. *** reported that customers can buy any
piece separately except that mirrors are generally sold with dressers. Forty-six producers reported that, on
average, 50.7 percent of sales were by the piece and 49.3 percent were by suites, and 90 importers

! Although a few retailers are large, 80 percent of retailers have no more than four stores (testimony of Ken
Loring, President, Boston Interiors, hearing transcript at 59).

2 U.S. producers’ shipments to unrelated retailers were the largest channel of distribution, followed by shipments
to related retailers. The hospitality sector or distributors followed, depending on the year and whether the ranking is
based on pieces, pounds, or value (see table 111-7). U.S. importers reported shipping product primarily to unrelated
retailers and related retailers, while distributors and the hospitality sector accounted for relatively small shares (see
table 1V-4).

® Furniture Brands International, posthearing brief, p. 2.

* Petitioners remarked that producers pursuing blending strategies closed many domestic plants (petitioners’
posthearing brief, p. 10).
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reported selling 66.5 percent by the piece and 33.5 by suites. Seventy-two purchasers reported that, on
average, 59.8 percent of their purchases were on a piece basis with the remainder on a suite basis.”

When asked if all pieces of a suite of wooden bedroom furniture are produced in the same
country, 16 producers replied affirmatively and 18 replied negatively; 41 importers responded
affirmatively and 12 responded negatively.® *** reported that a labor-intensive piece, such as a carved
headboard, is often manufactured in a low-cost country and a less complicated piece, such as a dresser or
chest, might be manufactured in the United States. It added that the ability to blend pieces from different
countries allowed it to benefit from each country’s advantages and that blending was a key factor in the
domestic industry’s ability to remain viable. When asked if the percentage of their firms’ blended sales
had changed since January 2001, 14 producers responded affirmatively and nine negatively; 19 importers
responded affirmatively and 32 negatively.’

Importers that also produce wooden bedroom furniture in the United States were asked if they
combine subject imports with U.S.-produced pieces and sell them as suites; 14 responded in the
affirmative and 14 in the negative. These firms were also asked if they had ceased production of certain
pieces in the United States and replaced them with items imported from China, and 16 firms responded in
the negative and 12 in the affirmative. *** stated that imported collections are usually new product
introductions and that it is rare to cease domestic production and simultaneously to begin importing the
same product. ***, however, stated that it now imports beds from China to match other pieces due to the
imports” lower price. *** reported shifting production of some items to China to lower costs and remain
competitive. *** reported shifting production of an entire line to China ***, *** reported that it no
longer produces domestically but that it used to import pieces to match domestic production.

Purchasers were asked to identify the major types of consumers to which they sell wooden
bedroom furniture. The most frequent answer was retailers, followed by end users. Many purchasers
reported targeting certain income groups or age levels. A few focused on low-income groups, with ***
selling primarily to inner-city stores. Most purchasers reported focusing on middle income groups or
value-conscious consumers. Some purchasers target upper-income levels; *** reported selling to upper-
income customers and to designers. ***. A few purchasers focus on first and second-time homeowners.

® Petitioners asserted that virtually all wooden bedroom furniture is promoted and sold in suites. They stated that
furniture is developed in collections and that retailers in different parts of the country select different components of
the collection to display in their showrooms (petitioners’ prehearing brief, exh. 1, p. 4).

® Forty-one purchasers stated that all components of a suite are produced in the same country, and 18 replied that
they could be from different countries.

7 Changes tended to be in the direction of increasing imports; however, *** reported that changes occur yearly
based on the success of particular designs and on which items dealers are promoting, and *** reported that the
number of imported beds increased from 1998-2002 but had since decreased.
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Although firm size and type of firm organization varies, the large number of market participants
suggests that the market for wooden bedroom furniture is competitive.>. When purchasers were asked if
their firms competed for sales with manufacturers or importers from which they purchase wooden
bedroom furniture, 22 replied in the affirmative and 54 in the negative. When asked to list any firms
considered to be price leader, purchasers made a variety of responses, and no one firm or group of firms
emerged as the clear leaders, although several purchasers identified importers of Chinese wooden
bedroom furniture as price leaders.® *** stated that most firms price independently and that other firms
do not follow. *** stated that the market has many retailers and is very competitive, and *** stated that
no one supplier is dominate in pricing.

Some consolidation has occurred at the retail level, with some smaller retailers going out of
business.!® *** stated that more furniture is being sold through big box stores and more diverse retailers,
such as Wal-Mart, Costco, and Ikea.

In some cases, large retailers have asked suppliers to develop private label furniture to enable the
retailer to differentiate its product from other retailers, and domestic producers have generally not agreed
to furnish private labels, although some importers do supply private-label furniture.** U.S. producers
have, however, provided some retailers with exclusive designs in their geographic trading area.

With the predominance of marketing through retailers, the retail showroom remains the most
important venue for viewing and purchasing furniture. Virtually no purchasers, producers, or importers
reported that internet sales are important.*> *** and a few other purchasers reported selling through mail-
order catalogs. Other non-reporting companies also sell through mail-order catalogs.

8 As an example of the depth of the market, several purchasers reported contacting 100 or more suppliers before
making a purchase, and it was not uncommon for purchasers to report contacting 20 or more suppliers, although
some only contacted three or four suppliers, and some purchasers had proprietary relationships with single suppliers.
When asked if they had changed suppliers since January 2001, 59 purchasers reported that they had changed
suppliers, and 31 reported that they had not. Some purchasers reported large turnovers of suppliers. *** reported
that it made changes every six months, but did not keep records pertaining to previous suppliers. Purchasers
reported adding new Chinese and nonsubject firms and dropping domestic, subject, and nonsubject firms when
quality, style, or delivery did not meet their needs. The Coalition of Certain China Furniture Producers characterized
the U.S. market as intensely competitive in its prehearing brief (p. 2).

® For example, *** (a producer that also imports) was cited as a price leader by 5 purchasers, *** (an importer)
was cited 4 times, *** (a producer) was cited twice, and 16 other firms were cited once. Nine purchasers, all of
which were also U.S. producers, alleged that importers of Chinese product were price leaders. Similarly, petitioners
alleged in their prehearing brief (exhibit 1, pp. 4-5) that importers of the subject product were price leaders. Ten
purchasers stated that there were no price leaders.

10 prehearing brief of the Furniture Retailers of America, p. 26. “Big box” stores allegedly account for a greater
share of retail sales.

" bid.

12 All 39 responding U.S. producers reported that they did not sell wooden bedroom furniture over the internet.
Five importers reported selling wooden bedroom furniture over the internet, and 86 reported that they did not sell
over the internet. None of the 92 responding purchasers reported buying wooden bedroom furniture over the
internet.
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U.S. SUPPLY OF DOMESTICALLY PRODUCED WOODEN BEDROOM FURNITURE

Marginal production costs in relation to the market clearing price are the primary determinant of
supply. Capacity utilization, availability of alternative markets, and production efficiency affect the
supply response.

Domestic capacity was 17.3 million pieces during 2003, which was down 2.9 percent from the
level in 2001. Capacity utilization based on pieces ranged from 77.2 percent in 2001 to 72.7 percent in
2003. The ratio of inventories to shipments ranged from 12.8 percent in 2001 to 14.0 percent during
January-June 2004. Exports ranged from 1.5 to 1.8 percent of total U.S. shipments by value; this
indicates that U.S. producers have little opportunity to use other markets to shift supply.

Firms typically produce positive output along their marginal cost curve when the market price
exceeds their average variable costs. The wooden bedroom furniture industry has high variable costs
relative to fixed costs.** When the market clearing price drops below a firm’s average variable costs, that
firm will likely choose to cease operations. In an industry with high variable costs and low fixed costs,
plant closings may be more common than in an industry with high fixed costs. In this regard, petitioners
stated that U.S. producers had closed over 65 plants.** Furniture Brands International stated that it closed
some plants because they were antiquated and inefficient, not because of imports, and that it made capital
expenditures to improve the efficiency of its remaining plants.** Conversely, high fixed costs would not
serve as a barrier to entry in this type of industry. Thus, other factors being equal, an industry with low
fixed costs would be expected to adjust capacity in response to changes in demand more readily than a
high fixed cost industry.

Efficiency indicators were generally positive.'® Pieces produced per thousand hours increased
from 223.4 in 2001 to 256.6 in 2003. During January-June 2004, pieces produced per hour were 259.3
compared to 244.8 during the similar period in 2003. Unit labor costs were down from $53.76 per piece
in 2001 to $49.63 in 2003, although hourly wages increased during this time. The unit cost of goods sold
decreased by 7.4 percent between 2001 and 2003 and by 3.9 percent between January-June 2003 and
January-June 2004.

In the short term, U.S. producers of wooden bedroom furniture are likely to respond to changes in
prices with large changes in the quantity shipped to the U.S. market. Availability of some idle capacity,
ability to adjust capacity, some existing inventories, and relatively positive efficiency indicators
contribute to this response.

¥ Financial data indicate that variable costs are in excess of 70 percent of total production costs. Also see
petitioners’ prehearing brief, pp. 28-29.

¥ Plant closing are listed in exhibit 32 of the petitioners’ prehearing brief, and petitioners allege that subject
imports contributed to these closings (testimony of Joseph Dorn, counsel for petitioners, hearing transcript at 10).

15 Furniture Brands International, prehearing brief, p. 9. It claimed that plant closings had resulted in an industry-
wide improvement in efficiency.

18 Lacquer Craft alleged that some types of wood furniture could not be efficiently produced in the United States
and that most producers recognize that blending imports with domestic production is a rational strategy (Lacquer
Craft’s prehearing brief, p. 3-4). Petitioners claimed that all types of wooden bedroom furniture can be
manufactured in the United States and that computerized carvers can efficiently produce pieces identical to Chinese
hand-carving (testimony of Wyatt Bassett, Executive Vice President, Vaughan-Bassett, hearing transcript at 40).
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U.S. SUPPLY OF IMPORTED WOODEN BEDROOM FURNITURE
Subject Imports from China

Reported Chinese capacity was *** million pieces in 2003, which was more than double the level
in 2001. Chinese capacity was up *** percent during January to June of 2004 compared to the similar
period the previous year. Capacity utilization ranged from *** percent to *** percent. China’s home
market and internal consumption accounted for *** percent of total shipments in 2001, and this level fell
to *** percent of total shipments in 2003; this figure was *** percent during January to June of 2004
compared to *** percent for the similar period the previous year. China’s exports to the United States
grew from *** percent of total Chinese shipments in 2001 to *** percent in 2003. Exports to third
countries decreased from *** percent of total shipments in 2001 to *** percent in 2003; this figure was
*** percent and *** percent, respectively, in January-June 2003 and January-June 2004.

Petitioners asserted that there are tens of thousands of Chinese producers and that Chinese
capacity greatly exceeds the figure derived from the approximately 150 foreign producer questionnaires
received by the Commission.” Lacquer Craft contends that a smaller number of large producers account
for most U.S. imports from China.’® The Coalition of Certain China Furniture Producers maintains that
many Chinese producers are small and cannot produce export-quality furniture, although the number of
producers making export-quality goods has grown.*

Because the furniture industry has low fixed costs, Chinese producers can easily expand
production.?® Another component of China’s supply response relates to its low labor costs, which by one
estimate were about 4 percent of those in the United States, although productivity in China was also
lower.?

17 petitioners’ prehearing brief, pp. 60-62 and exh. 1, pp. 5-6. Petitioners allege that between 30,000 and 300,000
producers comprise the Chinese wooden bedroom furniture industry and that additional capacity is planned.

'8 The seven mandatory respondents selected by Commerce account for over 40 percent of subject imports by
value (Lacquer Craft’s prehearing brief, p. 24).

19 “Monitoring of the Chinese Furniture Sector,” Union Europeenne de L’Ameublement (March 2000) and Dian
Shen and Merry Cao, “Furniture Sales,” U.S. Foreign and Commercial Service and U.S. Department of State (1999)
included in the prehearing brief of the Coalition of Certain China Furniture Producers, exhs. 3 and 4. Apparently
better-off consumers in large cities and certain coastal areas purchase export-quality furniture. Ethan Allen and Ikea
have stores in China to serve this market segment (testimony of Matthew Jaffe, counsel for the Coalition of Certain
Chinese Furniture Producers, hearing transcript at 225). The majority of Chinese consumers purchase furniture
made for the Chinese market that is of lower quality, is less expensive, and has smaller dimensions. Many small
firms produce for this market segment.

20 Chinese furniture manufacturers can, allegedly, add capacity at a cost of $3 to $4 per square foot compared to a
cost of $15 per square foot in the United States. “U.S. Furniture Industry Is Rocked by Chinese Imports,”
Manufacturing & Technology News (July 3, 2003), included in petitioners’ prehearing brief, exhibit 40.

21 Robert L. Lacy, “Whither North Carolina Furniture Manufacturing?” Federal Reserve Bank of Richmond
Working Paper No. 04-07 (September 2004) included in the prehearing brief of the Coalition of Certain China
Furniture Producers, exh. 1. He estimated that labor productivity remains low in China despite recent improvements
in automation and privatization. However, productivity is improving, and new furniture plants in China have
equipment comparable or superior to that in North Carolina. Harvey Dondero stated that the labor content of
wooden bedroom furniture produced in the United States was approximately 50 percent compared to 10 percent for
subject imports from China (testimony of Harvey Dondero, President, Universal Furniture International, hearing
transcript at 200-201).
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Chinese manufacturers have the ability to access their own domestic market and a number of
foreign markets, and the U.S. market has been very important to Chinese manufacturers. The Coalition of
Certain China Furniture Producers stated that increasing domestic income and reforms to facilitate home
ownership are expected to increase domestic Chinese demand.?

The large size of the Chinese wooden bedroom furniture industry, its ability to expand
production, and its low labor costs increase its ability to respond to price changes. Considering these
factors together with potentially dampening factors, such as increasing demand in China and low
productivity, suggests that there likely would be large changes in the quantity of subject shipments from
China to the U.S. market in response to changes in the price of wooden bedroom furniture.

Nonsubject Imports

A limited amount of information is available concerning nonsubject supply, but the large number
of countries that supply wooden bedroom furniture to the United States suggests that the nonsubject
supply response may be moderate to large.”® The share of apparent consumption attributed to nonsubject
countries was approximately 30 percent in 2003. Major nonsubject sources include Brazil, Canada,
Indonesia, Italy, Malaysia, Mexico, and Vietnam. New capacity in central Europe was also reported to be
on the rise. Since 2001, imports of wooden bedroom furniture from Malaysia and Vietnam realized large
percentage increases between 2001 and 2003, but overall nonsubject imports increased by only ***
percent between 2001 and 2003. Respondents allege that new capacity is now coming on line in Vietnam
and some other Asian countries in response to the expected duties on subject imports from China.*

U.S. DEMAND
Demand Characteristics

The demand for wooden bedroom furniture is a price-quantity relationship that is influenced by
consumer tastes, personal income, and demographics. The demand for housing and for hotel rooms
affects the demand for wooden bedroom furniture. Marketing influences consumer tastes, and most
wooden bedroom furniture continues to be marketed through retailers, as producers, importers, and
purchasers all reported that internet sales are a relatively minor amount of overall sales. Thus, how
retailers allocate floor space affects sales. Other factors affecting demand are perceived quality, brand
names, and availability of substitutes. Because tastes vary, wooden bedroom furniture comes in a wide
variety of styles, qualities, and prices.

Producers were asked if the U.S. demand for wooden bedroom furniture had changed since
January 1, 2001. Twenty-nine producers reported that demand had increased; six reported that it had
decreased; and six reported that it had not changed. Producers mentioned the strong housing market and,

22 prehearing brief of the Coalition of Certain China Furniture Producers, p. 8, and previously cited exhs. 3 and 4.

2% Between 2001 and 2003, imports from Malaysia more than doubled, and those from Vietnam, which started
from a very low base, increased more than 50 times. Petitioners objected to this characterization and stated that in
absolute terms China was, by far, the dominant importer.

24 See testimony of Lynn Chipperfield, Senior Vice President and Chief Administrative Officer, Furniture Brands
International, hearing transcript at 197.
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in particular, the number of new housing starts as reasons for the increase.”® Some producers stated that
demand in the hospitality sector had declined since the events of September 11, 2001, but that this was a
smaller segment of the market.

Forty-seven importers reported that demand had increased since January 1, 2001; eight reported
that it had decreased; and 24 reported that it was unchanged.?” *** reported that industry statistics show
significant increases in the number of pieces sold. It reported that purchases of bedroom furniture are
highly discretionary and that increased prices will likely cause consumers to shift to purchases of other
goods. Many importers mentioned that, since the recession in 2001, the number of housing starts had
picked up and that a slow recovery had followed and led to increases in demand.

Purchasers were similarly asked how demand had changed since January 2001; 46 reported that it
had increased; 6 reported that it had decreased; and 32 reported that it had remained the same. ***
reported that the housing boom had led to an increase in demand and that importers were offering
affordable styles. It added that styles and types of furniture had been updated since 2001 and that the
greater number of styles had drawn new low- and middle-income purchasers into the market. ***
reported that demand had decreased more for U.S. products and for higher-priced merchandise.

Purchasers were asked to report the effect on overall demand of the presence of Chinese wooden
bedroom furniture on the market. *** stated that imports from China had resulted in a greater number of
designs being available to a larger number of low- and middle-income consumers. *** reported that there
was no effect in the mid-to-upper tier, but that prices are more favorable to the consumer in the lower tier.
*** reported that imports from China had not changed overall demand, but that customers had received
better quality furniture for the same or a lower price than was previously available. A number of
purchasers including *** reported that the presence of Chinese wooden bedroom furniture had not

% Lynn Chipperfield of Furniture Brands International, one of the few producers claiming that demand decreased,
stated that as many as 850 smaller retailers had gone out of business and that larger retailers are putting pricing
pressure on suppliers (testimony of Lynn Chipperfield, Senior Vice President and Chief Administrative Officer,
Furniture Brands International, hearing transcript at 193-194, and Furniture Brands International’s prehearing brief,
pp. 3-4). He noted that 2001 was a very bad year, so that increases relative to a low starting point still mean that
demand was depressed, although Census data show that retail sales of all furniture fell by only 0.3 percent in 2001
compared to 2000 (Furniture Brands International, posthearing brief, p. 10). Petitioners dispute this allegation and
state that Commerce data show that disposable personal income and expenditures on furniture and household
equipment increased between the first quarter of 2001 and the second quarter of 2004 (petitioners’ prehearing brief,
exhibit 8). Petitioners further assert that furniture superstores are replacing domestic wooden bedroom furniture with
similar subject imports (testimony of Ken Loring, President, Boston Interiors, hearing transcript at 59).

26 *** stated that consumers currently appear less willing to buy expensive bedroom furniture compared to before
2001. *** stated that uncertainty in the job market and weak financial markets had contributed to a decline in
middle- and higher-priced furniture. *** reported that, despite the growth in overall demand, the demand for their
firms” products had decreased because of low-priced imports.

27 %** stated that more pieces of wooden bedroom furniture had been sold and that this was attributable to
population and housing growth and the availability of high-quality, low-cost imports. *** added that better quality,
more varied styles, and better prices were factors in the increase. *** stated that Chinese veneers and carving
techniques, not available in the United States, provide consumers with more style choices at a better value. ***
stated that the lack of consumer confidence had decreased high-price purchases and that furniture competes for
consumer income with the auto, electronics, and travel industries, which advertise more. *** reported that it had
experienced double-digit growth since 2001 by offering high-quality, medium-priced furniture. *** reported that it
had increased sales by expanding the number of styles offered. *** stated that improved finishes and varieties and
knock-down capability to offset ocean freight were factors in increasing demand.
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affected overall U.S. demand. Petitioners also argued that apparent consumption grew at approximately
the same rate as the growth in housing starts and that if low-priced imports were driving demand, then
apparent consumption should have grown at a much greater rate.?

The Commission asked U.S. producers, importers, and purchasers if there had been significant
changes in the product range or marketing of wooden bedroom furniture since January 2001, and 15
producers responded affirmatively and 22 responded negatively. *** stated that the furniture industry is a
fashion business and that styles keep pace with changing consumer taste. It added that no revolutionary
changes had occurred in products or marketing. *** reported that retailers are increasingly purchasing
directly from China. It added that the Chinese are copying unique designs and that products have a
shorter life-cycle, which has led to increased research and development costs and greater discounting.?®
*** concurred that product lives significantly shortened over the last 3 years, which increased costs. ***
reported that it has an aggressive program to develop new bedroom products. *** stated that it had been
forced to introduce new designs more frequently and that its inventory of previously designed suites had
increased and that these had to be sold at discount prices. *** reported that cherry finishes by Chinese
manufacturers had flooded the market and forced it to drop 40 percent of its cherry line.

Fifty importers reported that no significant changes in product range or marketing of wooden
bedroom furniture had occurred since January 2001, and 38 reported that there had been significant
changes. *** reported that Vietnam, Malaysia, and China have greater flexibility in manufacturing than
U.S. firms and that the foreign firms use more species of wood and a greater number of colors and stains.
*** expanded its product line with imports from China that have intricate carvings and complex veneers.
It also believes that less money is spent on advertising for furniture and that this has contributed to
softness in the domestic market because furniture purchases are highly discretionary. *** reported that
there is more bedroom furniture with heavy carvings and mixed media (metal, leather, wicker, bamboo,
and rattan). *** reported that the product range in the low end had increased and that ready-to-assemble
furniture had increased. *** stated that there are many more producers worldwide in such countries as
China, Indonesia, Malaysia, South America, Mexico, and Canada. *** reported that a significant change
is the capability of Chinese exporters to provide retailers with containers of mixed products. This practice
allows retailers to buy less of each product and still fill a container; it allows smaller firms to buy direct
from China and avoid U.S. warehouse and shipping costs. *** reported that consumers are purchasing
more transitional and contemporary styles than before.

Forty-six purchasers reported that there were no significant changes in product range or
marketing and 39 reported that significant changes had occurred. *** reported that there was greater
competitiveness in the good and better ranges. *** reported that prices had decreased in all price ranges.

%8 petitioners’ prehearing brief, exhibit 1, p. 10.

2 Producers and importers were asked if certain subject imports are copies of U.S.-produced wooden bedroom
furniture. Twenty-four producers agreed that certain imports are copies and 18 producers disagreed, whereas 23
importers agreed and 43 importers disagreed. *** stated that the Chinese competition can make any wooden
bedroom group that it manufactures and has, in fact, copied several of its lines for ***, *** added that most
bedroom furniture made in China is a replica of what is already made in the United States. *** stated that, in
general, styles of furniture are variations and combinations of design elements that have existed for years. *** stated
that the vast majority of styles are not American-designed, rather designs are cyclical and have been around for
centuries. *** stated that manufacturers in the United States, China, and other countries produce similar styles, but
that although the styles may be similar, they are not exact duplicates. Ken Loring of Boston Interiors stated that
imports from China are copies of domestic products and are directly replacing the domestic product at large retailers
(testimony of Ken Loring, President, Boston Interiors, hearing transcript at 59).
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*** reported that it was now offering better furniture in the middle price range. *** reported that
consumers are far less willing to spend disposable income on very expensive bedroom sets when quality
products are available at a lower price. *** stated that consumers today have more choices in style,
design, and type of product than in 2001. *** reported that Chinese producers are copying unigue
designs more quickly. *** reported that Chinese manufacturers are offering products with more detailed
and intricate work. *** stated that imports from China and other countries have more intricate carvings
and sophisticated finishes. It added that customers are willing to pay a little more for these types of
furniture and that *** has expanded its import program to include these types of items. *** stated that it
has greatly reduced prices because of imports from China and that it is continually developing new
products to sell at near cost in order to remain competitive.

Quality Tiers

The Commission asked purchasers if there are different tiers within the retail market for wooden
bedroom furniture. Out of 82 responding purchasers, 77 replied in the affirmative with the remainder in
the negative. *** stated that furniture retailing is very fragmented and that price, quality, and
functionality are the main factors affecting sales. *** stated that there are consumer-driven categories
based on age, affluence, and taste. Many purchasers reported that there are three categories, such as good,
better, and best, which are distinguished by price, quality, and the materials used. *** stated that there
are many different tiers from the cheapest to the most expensive special order.

Purchasers were asked what differentiates the tiers besides price,* and the following factors were
cited: size, details, materials, workmanship, finish, brand, wood, drawer construction. *** stated that
“good quality” denotes furniture that is small, has no dust-proofing between drawers, 5-to-7-step finishes,
and masonite backs stapled on; “better quality” has dust-proofing on the bottom drawers at least, some
curves, better veneer, hand carving, 7-to-12-step finishes, plywood backs that are screwed on, dovetail
construction on drawers, and wood on gliders; “best quality” is larger, has wood-banded tops, dust-
proofing on each row of drawers, some marble tops, curves and shape, extensive veneer, multistep
finishes, dovetail construction on drawers, hard wood drawers on guides, and screw-on wood back panels.
*** stated that good quality wooden bedroom furniture is small scale, made of particle board, and has
little or no veneer; better quality is medium scale and has less particle board and more veneer; best quality
is large scale, almost entirely wood, and has intricate veneer work. *** stated that good quality has basic
features, small size, no dust panel, and a print finish; better quality has more size, a better finish that only
has minimal print finish, and better woods; best quality has intricate details and styling, the best veneer
matching, and exotic woods.

Purchasers were also asked to estimate the percentage of their firms’ total purchases of wooden
bedroom furniture in the good, better, and best categories. Purchasers indicated that, on average, 32.1
percent, 45.4 percent, and 22.5 percent were, respectively, in the good, better, and best categories.

Joinery furniture, which could be viewed as a type of high-end furniture, is fully finished and
made of solid wood (with no particle board, fiberboard, manufactured board, or veneer). It is assembled
by hand using joinery techniques without any nails, screws, staples, or other fasteners, but may
incorporate metal hardware for decorative or non-structural purposes. Purchasers were asked to compare
joinery wooden bedroom furniture with non-joinery wooden bedroom furniture. *** reported that joinery
is distinctive in quality, construction, materials, and style; it is functionally the same as other furniture but
different in materials, looks, and workmanship; and it is higher in quality and price and requires a more

%0 Price differences are discussed in Part V.
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skilled work force. *** stated that some customers perceive that solid wood is superior to veneer and that
some suppliers market solid wood as superior. It stated that solid wood products are frequently produced
separately from non-joinery furniture and that solid wood has a 10- to 15-percent price premium. It
added that the visual characteristics and end uses are similar and that both types of furniture are marketed
through similar channels of distribution. *** stated that customers prefer joined products, but that they
require greater skill to produce and cost more.

Brand Names

Producers and importers were asked if they sold wooden bedroom furniture under brand names;
32 producers reported that they did and 15 producers reported that they did not. Forty-seven importers
reported that they sold under brand names, and 38 importers reported that they did not. Most producers
that sell under brand names reported that 100 percent of their sales are brand-name sales and that the
percentage had not changed since January 2001. Although there were a few exceptions, importers tended
to sell either entirely under brand names or not to sell brand names, and their shares tended not to have
changed since January 2001.

Purchasers were asked if they sold wooden bedroom furniture under brand names; 53 reported
that they did and 36 reported that they did not. Purchasers were also asked how often brand names are
important in their firm’s sales of wooden bedroom furniture. Eight purchasers responded that they were
always important; 13 reported that they were usually important; 31 reported that they were sometimes
important; and 36 reported that they were never important.

Floor Space

Purchasers that are retailers reported that they allocate floor space based on price, quality, design,
style, availability, brand names, and the overall likelihood that the item will sell. Some retailers stated
that they try to offer different price points that appeal to a variety of consumers. *** reported that it
attempts to allocate 50 percent of its floor space to good quality furniture, 30 percent to better quality, and
20 percent to the best quality. Several retailers stated that they have no pre-set arrangements, rather
pieces that sell remain on the floor, while others are removed. Experience with suppliers, their track
record, and the reliability of supply were also important in allocating floor space. Thus, the demand for
floor space is derived from the final demand for wooden bedroom furniture.

Purchasers that are retailers were asked if the portion of floor space allotted to domestic wooden
bedroom furniture had increased, decreased, or remained the same relative to the floor space allotted to
Chinese wooden bedroom furniture since 2001. Five purchasers reported that it had increased, 21
reported that it had decreased, and 25 reported that it had remained the same. *** reported that the
combination of styles, quality, and value of the Chinese product was superior to the domestic product, and
it therefore allocated more space to the imported product. *** stated that fewer products are now
available domestically and that more quality products are currently available from a variety of sources. In
a similar vein, *** reported that domestic floor space decreased because there are fewer domestic sources
to choose from and imports are a better value.

U.S. producers were asked if their firms had lost floor space at retailers to importers of the subject

product from China since January 2001. Twenty-five producers reported that they had lost floor space
and 16 reported that they had not.
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U.S. importers of subject product were asked if they had lost floor space to domestically
produced wooden bedroom furniture since January 2001. Eight importers reported losing floor space to
the domestic product and 58 importers reported that they had not lost such floor space.

Substitute Products

Purchasers identified similar products made from high-density synthetic materials, iron, other
metals, composite materials, upholstered materials, and wicker as substitutes for wooden bedroom
furniture. Metal products were the most commonly mentioned substitute. *** stated, however, that few
consumers view metal beds as substitutes for wooden beds. Some other products were identified as
potential substitutes, such as end tables for nightstands, entertainment centers for armoires, and futons for
beds. Purchasers were also asked if changes in the prices of substitutes had affected the prices of wooden
bedroom furniture, and 42 out of 51 purchasers stated that prices of the potential substitutes had no effect.
*** stated that it considered the other products as being competitive on price, although it had no specific
data to support its view.

Consumption

Quantities and values of purchases provided by reporting purchasers generally increased for
Chinese and nonsubject sources between 2001 and 2003; purchases from China more than doubled
between 2001 and 2003 (table 11-1).3* Annual quantities of purchases from the United States increased,
but decreased in the two interim periods by smaller amounts, and the value of purchases from U.S.
sources decreased for all periods.

Table II-1
Wooden bedroom furniture: Reported purchases,! by sources, 2001-03, January-June 2003, and January-
June 2004

Calendar year January-June
Source 2001 2002 2003 2003 2004
Quantity (pieces)
United States 2,082,900 2,329,600 2,397,301 1,283,376 1,092,573
China 1,543,589 2,231,370 3,305,409 1,606,231 1,673,941
Nonsubject 2,663,660 2,790,028 3,828,136 1,775,770 2,165,520
Value ($1,000)
United States 378,438 367,151 361,593 188,556 150,583
China 228,139 326,499 510,228 266,088 276,319
Nonsubject 273,746 285,173 341,994 171,539 204,436

! Responding purchasers accounted for less than a third of the value of apparent U.S. consumption of wooden bedroom
furniture in 2003.

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

81 Apparent consumption is discussed in Part V. Although purchasers’ reported data account for only part of
apparent consumption, trends are generally similar.
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Purchasers also reported the quantities purchased of individual pieces (table 11-2). Between 2001
and 2003 and the two interim periods, the quantities purchased generally increased.® Dressers/chests of
drawers were the most-purchased item. After dressers/chests of drawers, beds and then nightstands/night
tables were the next most purchased items. The fact that quantities are not equal for all items, particularly

for armoires, indicates that the components of purchased suites may vary by regions of the country and
that items are not always purchased as suites.

Table II-2

Wooden bedroom furniture: Reported purchases,! by selected pieces, 2001-03, January-June 2003, and
January-June 2004, as reported by purchasers

Calendar year January-June
Iltem 2001 2002 2003 2003 2004
Quantity (pieces)
Beds? 1,104,560 1,622,450 2,200,051 1,102,166 1,163,265
Dressers/chest of drawers 1,824,192 1,843,193 2,404,233 1,231,890 1,345,898
Nightstands/night tables 1,103,769 1,336,030 1,714,631 865,972 970,186
Armoires?® 250,677 341,738 529,701 268,732 311,504
All other pieces 623,597 686,985 978,344 471,914 464,918
Total purchases 4,906,795 5,830,396 7,826,960 3,940,674 4,255,771
Share (percent)
Beds? 225 27.8 28.1 28.0 27.3
Dressers/chest of drawers 37.2 31.6 30.7 31.3 31.6
Nightstands/night tables 225 22.9 21.9 22.0 22.8
Armoires® 5.1 5.9 6.8 6.8 7.3
All other pieces 12.7 11.8 125 12.0 10.9
Total purchases 100.0 100.0 100.0 100.0 100.0

! Responding purchasers accounted for less than half of the volume (in pieces) of apparent consumption of wooden bedroom
furniture in 2003.

2 A bed is defined as a headboard, with or without any combination of related pieces such as a footboard, side rails, and
canopy, with a bed considered a single piece whether it contains one or more separate pieces. Bunk beds are considered two
beds and therefore are two pieces.

3 An armoire is typically a tall cabinet or wardrobe (typically 50 inches or taller), with doors, and with one or more drawers
(either exterior below or above the doors or interior behind the doors), shelves, and/or garment rods or other apparatus for
storing clothes. Bedroom armoires may also be used to hold television receivers and/or other audio-visual entertainment
systems.

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

%2 Similar tables are shown for producers (table 111-6) and importers (table 1V-3).
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SUBSTITUTABILITY ISSUES

Substitution between domestic and imported wooden bedroom furniture depends upon quality,
styles, relative prices, the conditions of sale, types of customers, and product differentiation. Based on
available data, staff believes that domestic and subject imported wooden bedroom furniture is generally
substitutable at least in the market segment aimed at low- and middle-income consumers, but there also
appears to be some product differentiation that will moderate the degree of substitution to some extent
between the U.S.-produced and subject imported product.

Factors Affecting Purchases and Sales

Purchasers were asked to list the three major factors, in order of their importance, that they
consider in deciding from whom to purchase wooden bedroom furniture. Quality and price were cited
most frequently (table 11-3).

Table 11-3
Wooden bedroom furniture: Ranking of factors used in purchasing decisions, as reported by U.S.
purchasers

Number of firms reporting
Factor Number one factor Number two factor Number three factor

Availability 1 4 14
Capability 0 5 1
Consistency 1 7 6
Delivery 0 10 9
Design 12 4 1
Price 24 16 16
Quality 29 23 13
Reliability 1 4 14
Style 8 2 2
Value 8 4 1
Other 6 9 9
Source: Compiled from data submitted in response to Commission questionnaires.

Purchasers were asked to report the characteristics that determine the quality of wooden bedroom
furniture. A wide variety of characteristics was reported, including overall appearance, clarity of finish,
the veneers selected, the quality of the woodworking, drawer construction, stability, metal hardware,
durability, style, wood species, stability of gluing in solid wood, safety, ease of use, fit of the doors,
packaging, dovetailing of drawers, dust-proofing between drawers, and type of substrates. Other
purchasers were more general and said that if the product is manufactured to their engineering
specifications, then it is acceptable and that ultimately it has to meet the customer’s expectations.
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Most purchasers reported that they are aware if the product they are purchasing is U.S.-produced
or imported, and most were similarly aware of the manufacturer.®® Purchasers’ perception was that 48.4
percent of buyers are always or usually interested in the country of origin and that 51.6 percent are
sometimes or never interested in the country of origin of the product that they are procuring. When asked
how often their firm purchases wooden bedroom furniture that is offered at the lowest price, 3, 18, 40,
and 26 purchasers reported that they, respectively, always, usually, sometimes, or never purchase wooden
bedroom furniture that is offered at the lowest price.

Purchasers were asked if they required suppliers to become certified or prequalified with respect
to some performance characteristic of wooden bedroom furniture. Out of 90 responding purchasers, 33
reported that they required qualification for all of their purchases; 13 reported requiring qualification for
some part of their purchases; and 44 reported not requiring any type of qualification. When asked if any
domestic or foreign producer had failed to qualify since January 2001, 58 purchasers responded
negatively and 20 responded affirmatively. Several purchasers mentioned Chinese firms that did not
qualify because of poor quality or failure to deliver on time; a few purchasers also stated that some
domestic and nonsubject firms had not qualified at least in some product lines. Several firms stated that
dropping a supplier was based on actual experience instead of a formal qualification procedure.

Purchasers were asked to rate the importance of 16 purchase factors in their decision to buy
wooden bedroom furniture (table 11-4). Availability, delivery time, lowest price, product consistency,
quality meets industry standards, and the reliability of supply appear to be the most important factors.

Comparisons of Domestic Products and Imports from China

U.S. producers and importers were asked to report the shares of their firms’ sales in 2003 that
were from inventory and that were produced to order, and the lead times for each category. Simple
averages suggest that the domestic industry had approximately a 67-33 split in favor of sales from
inventory and that importers had a slightly higher share of sales from inventory (table 11-5). Lead times
for sales from inventory averaged 14.9 days for producers and 18.5 days for importers. Lead times for
sales produced to order averaged 44.5 days for producers and 81.2 days for importers.

Purchasers were asked if wooden bedroom furniture produced in the United States and China is
used interchangeably. Thirty-five firms reported that they are always used interchangeably; nine firms
reported that they are frequently used interchangeably; 15 firms reported that they are sometimes used
interchangeably, and 14 firms reported that they are never used interchangeably. *** stated that, although
wooden bedroom furniture from all countries is technically interchangeable, consumer preferences,
quality, and value guide the purchase decision. It stated that imported wooden bedroom furniture from
China and other countries is often better in quality than is available from the United States at a similar
price.

Purchasers were asked if they ever ordered wooden bedroom furniture specifically from one
country over other possible sources of supply. Sixty-seven purchasers responded in the negative and 21
in the affirmative. Countries cited include China, Indonesia, Italy, Malaysia, Mexico, Philippines,
Thailand, Vietnam, and the United States. Several purchasers stated that the decision is not specific to a
country but specific to a supplier.

% Out of 93 responding purchasers, 88 purchasers reported that they are always or usually aware whether the
wooden bedroom furniture they are purchasing is domestically produced or imported, and 79 purchasers reported
being always or usually aware of the manufacturer.
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Table Il-4

Wooden bedroom furniture:

Importance of purchase factors, as reported by U.S. purchasers

Number of firms reporting

Factor Very important Somewhat important Not important

Availability 69 20 4
Brand names 8 20 62
Delivery terms 36 44 13
Delivery time 64 28 1
Discounts offered 31 42 18
Extension of credit 18 34 39
Lowest price 66 27 0
Minimum quantity requirements 21 40 30
Packaging 58 30

Product consistency 80 12

Quality meets industry standards 73 15 3
Quality exceeds industry standards 43 34 13
Product range 20 47 23
Reliability of supply 80 10 3
Technical support/service 29 42 20
U.S. transportation costs 27 37 26

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

\-;\z/i:(;?jtlalnsbedroom furniture: Share of sales from inventory and produced to order, and lead times
Share Lead time

Type Source Percent Days

Producers From inventory 67.1 14.9

Produced to order 32.9 445

Importers From inventory 70.7 18.5

Produced to order 29.3 81.2

Source: Compiled from data submitted in response to Commission questionnaires.
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Purchasers were asked if certain types, sizes, or styles of wooden bedroom furniture were only
available from a single source. There were 17 and 72, respectively, affirmative and negative responses.*
*** stated that it had not seen any domestically made jewelry armoires. *** stated that only domestic
sources can competitively supply low-priced bedrooms of particle board because of the cost of ocean
freight. *** stated that Italy has superior polyester finishes. *** stated that more heavily carved and
fancy veneer products are available from Asia. *** state speciality, low-production quantity items are
only available domestically. Several purchasers responded that labor-intensive styles were not available
in the United States.

Purchasers were asked to explain any reasons for purchasing from a particular source when a
comparable product may be available from a different source at a lower price. *** responded that the
United States had better availability and terms on minimum order sizes. *** reported that all vendors
supply equivalent goods through reliable supply chains. *** stated that it will purchase a higher-priced
product based on overall quality and reliability of supply. It added that many U.S. suppliers are no more
reliable than foreign suppliers and that they only have shorter shipping times. *** reported that a specific
supplier, whose brand name is important, designs and manufactures the furniture that *** buys. ***
reported that it buys solid wood bedroom furniture produced by *** because of quality, value, and fast
delivery, although less expensive products are available. Several purchasers reported that quality, style,
and availability must be acceptable before they examine price. *** stated that it likes to purchase
domestically because of short lead times and low freight charges but that low-cost alternatives abroad
often give better value. Haverty stated that it purchases imports because domestic manufacturers refused
to provide it with private-label wooden bedroom furniture.®

Purchasers were asked to report the frequency that wooden bedroom furniture from the United
States and from China met minimum quantity specifications. Eighty percent of the responding purchasers
reported that U.S.-produced wooden bedroom furniture always or usually met minimum quality
specifications, and 96.3 percent of the responding purchasers reported that subject imported wooden
bedroom furniture always or usually met similar specifications (table 11-6).

3 Seven producers reported that certain styles or types of wooden bedroom furniture are imported from China
that are not produced in the United States, and 30 producers reported that there are not. When posed the similar
question, 32 importers replied that there are different styles or types from China, and 45 replied that there are not.
U.S. producer *** stated that all types produced in China could be produced in the United States, but that it was
ultimately a cost-price decision. *** stated that certain labor-intensive styles imported from China cannot be
replicated in the United States because they require detailed carving and intricate finishing work. It added that if it
produced these items domestically it would not be able to sell them at all because the labor component would price
them out of the market. (This assertion is contradicted by Wyatt Bassett in footnote 16.) *** stated that some
imported styles may not be produced in the United States, but it cannot readily identify them because the array of
designs and styles is too vast.

% Clarence Ridley, Chairman, Haverty Furniture Companies, hearing transcript at 212-213.
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Table 11-6
Wooden bedroom furniture: Frequency of meeting minimum quality specifications by source, as reported
by purchasers

Number of firms reporting

Source Always Usually Sometimes Rarely or never
U.S.-produced 12 44 10 4
Imported from China 18 61 3 0

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

Purchasers were asked to compare wooden bedroom furniture from the United States to subject
imports from China with respect to the previously discussed 16 purchase factors (table 11-7). The
domestic product was rated superior most often with respect to brand names, delivery time, minimum
quantity requirements, technical support/service, and U.S. transportation costs. Half or more of the
reporting purchasers rated U.S.-produced wooden bedroom furniture superior with respect to brand names
and delivery time; over 80 percent of reporting purchasers rated the United States inferior with respect to
price, and 50 percent or more rated the product from these two sources as comparable with respect to the

other factors.

Table II-7

Wooden bedroom furniture: Comparisons between U.S.-produced and subject Chinese products, as

reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior

Availability 8 41 8
Brand names 23 19 4
Delivery terms 12 38 5
Delivery time 31 20 6
Discounts offered 1 43 8
Extension of credit 11 33 8
Lowest price 4 7 46
Minimum quantity requirements 22 28 4
Packaging 1 43 13
Product consistency 3 39 15
Quality meets industry standards 3 43 11
Quality exceeds industry standards 2 39 16
Product range 7 29 21
Reliability of supply 10 43 4
Technical support/service 21 32

U.S. transportation costs 23 25 2

Source: Compiled from data submitted in response to Commission questionnaires.
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Comparisons of Domestic Products and Nonsubject Imports

Purchasers compared wooden bedroom furniture from the United States with product from the
nonsubject countries of Canada (table 11-8), Indonesia (table 11-9), Italy (table 11-10), Malaysia (table I1-
11), and Mexico (table 11-12) with respect to the 16 purchase factors.

Table 11-8
Wooden bedroom furniture: Comparisons between U.S.-produced and nonsubject Canadian products, as
reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior
Availability 1 7 1
Brand names 3 3 1
Delivery terms 0 9 0
Delivery time 2 7 0
Discounts offered 0 9 0
Extension of credit 1 8 0
Lowest price 1 7 1
Minimum quantity requirements 1 8 0
Packaging 0 9 0
Product consistency 0 9 0
Quality meets industry standards 0 9 0
Quality exceeds industry standards 0 9 0
Product range 5 3 1
Reliability of supply 2 7 0
Technical support/service 2 7 0
U.S. transportation costs 4 4 1

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 11-9
Wooden bedroom furniture: Comparisons between U.S.-produced and nonsubject Indonesian products,
as reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior
Availability 2 8 4
Brand names 6 3 0
Delivery terms 1 12 0
Delivery time 10 3 1
Discounts offered 0 12 0
Extension of credit 4 8 0
Lowest price 0 0 14
Minimum quantity requirements 5 8 0
Packaging 0 10 4
Product consistency 3 8 3
Quality meets industry standards 1 10 3
Quality exceeds industry standards 3 8 3
Product range 4 4 6
Reliability of supply 3 11 0
Technical support/service 4 10 0
U.S. transportation costs 5 6 1

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-10
Wooden bedroom furniture: Comparisons between U.S.-produced and nonsubject Italian products, as
reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior
Availability 1 7 0
Brand names 3 2 2
Delivery terms 1 7 0
Delivery time 4 4 0
Discounts offered 0 8 0
Extension of credit 3 5 0
Lowest price 2 4 2
Minimum quantity requirements 4 4 0
Packaging 2 5 1
Product consistency 1 6 1
Quality meets industry standards 0 8 0
Quality exceeds industry standards 0 7 1
Product range 3 4 1
Reliability of supply 2 6 0
Technical support/service 3 4 1
U.S. transportation costs 1 4 1

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 1I-11
Wooden bedroom furniture: Comparisons between U.S.-produced and nonsubject Malaysian products, as
reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior
Availability 1 6 2
Brand names 3 2 0
Delivery terms 2 6 0
Delivery time 6 2 1
Discounts offered 0 7 1
Extension of credit 3 4 0
Lowest price 1 1 7
Minimum quantity requirements 3 3 1
Packaging 0 6 3
Product consistency 0 5 4
Quality meets industry standards 1 5 3
Quality exceeds industry standards 0 5 4
Product range 1 2 6
Reliability of supply 3 4 1
Technical support/service 3 5 1
U.S. transportation costs 4 3 1

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

11-21



Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

Table II-12
Wooden bedroom furniture: Comparisons between U.S.-produced and nonsubject Mexican products, as
reported by U.S. purchasers

Number of firms reporting

Factor U.S. superior Comparable U.S. inferior
Availability 2 9 0
Brand names 7 1 0
Delivery terms 1 10 0
Delivery time 3 8 0
Discounts offered 1 8 2
Extension of credit 1 9 1
Lowest price 1 1 9
Minimum quantity requirements 5 4 0
Packaging 0 11 0
Product consistency 4 6 1
Quality meets industry standards 2 9 0
Quality exceeds industry standards 5 6 0
Product range 7 4 0
Reliability of supply 5 6 0
Technical support/service 4 7 0
U.S. transportation costs 6 5 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Comparisons of Subject Imports and Nonsubject Imports

U.S. purchasers compared subject imports from China to nonsubject imports from Canada (table
11-13), Indonesia (table 11-14), Italy (table 11-15), Malaysia (table 11-16), and Mexico (table 11-17) with
respect to the 16 purchase factors.

Table 11-13
Wooden bedroom furniture: Comparisons between subject Chinese and nonsubject Canadian products,
as reported by U.S. purchasers

Number of firms reporting

Factor China superior Comparable China inferior
Availability 2 1 1
Brand names 0 4 0
Delivery terms 0 4 0
Delivery time 0 3 1
Discounts offered 0 4 0
Extension of credit 0 4 0
Lowest price 2 1 1
Minimum quantity requirements 0 3 1
Packaging 1 2 1
Product consistency 0 4 0
Quality meets industry standards 0 4 0
Quality exceeds industry standards 0 4 0
Product range 2 1 1
Reliability of supply 0 4 0
Technical support/service 0 4 0
U.S. transportation costs 0 3 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-14
Wooden bedroom furniture: Comparisons between subject Chinese and nonsubject Indonesian products,
as reported by U.S. purchasers

Number of firms reporting

Factor China superior Comparable China inferior
Availability 2 7 0
Brand names 0 6 0
Delivery terms 1 7 0
Delivery time 2 7 0
Discounts offered 0 6 0
Extension of credit 0 6 1
Lowest price 2 7 0
Minimum quantity requirements 0 8 0
Packaging 2 7 0
Product consistency 1 8 0
Quality meets industry standards 1 8 0
Quality exceeds industry standards 2 7 0
Product range 4 5 0
Reliability of supply 1 8 0
Technical support/service 1 6 0
U.S. transportation costs 0 7 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-15
Wooden bedroom furniture: Comparisons between subject Chinese and nonsubject Italian products, as
reported by U.S. purchasers

Number of firms reporting

Factor China superior Comparable China inferior
Availability 2 2 0
Brand names 0 2 1
Delivery terms 0 4 0
Delivery time 0 3 1
Discounts offered 0 4 0
Extension of credit 0 4 0
Lowest price 3 1 0
Minimum quantity requirements 0 4 0
Packaging 3 1 0
Product consistency 3 1 0
Quality meets industry standards 2 2 0
Quality exceeds industry standards 2 1 1
Product range 3 1 0
Reliability of supply 0 4 0
Technical support/service 1 3 0
U.S. transportation costs 0 3 0

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-16
Wooden bedroom furniture: Comparisons between subject Chinese and nonsubject Malaysian products,
as reported by U.S. purchasers

Number of firms reporting

Factor China superior Comparable China inferior
Availability 3 6 1
Brand names 1 4 0
Delivery terms 2 7 0
Delivery time 5 5 0
Discounts offered 0 9 0
Extension of credit 0 9 0
Lowest price 1 6 3
Minimum quantity requirements 1 9 0
Packaging 2 8 0
Product consistency 4 6 0
Quality meets industry standards 3 7 0
Quality exceeds industry standards 3 7 0
Product range 7 2 1
Reliability of supply 3 7 0
Technical support/service 1 9 0
U.S. transportation costs 1 5 1

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 11-17
Wooden bedroom furniture: Comparisons between subject Chinese and nonsubject Mexican products, as
reported by U.S. purchasers

Number of firms reporting

Factor China superior Comparable China inferior
Availability 5 3 1
Brand names 1 5 0
Delivery terms 1 6 2
Delivery time 0 4 5
Discounts offered 1 8 0
Extension of credit 0 8 1
Lowest price 5 3 1
Minimum quantity requirements 0 7 2
Packaging 5 4 0
Product consistency 7 2 0
Quality meets industry standards 5 4 0
Quality exceeds industry standards 5 3 1
Product range 7 1 1
Reliability of supply 4 4 1
Technical support/service 0 8 1
U.S. transportation costs 1 3 3

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

The domestic supply elasticity for wooden bedroom furniture is an indication of U.S. producers’
guantity response to changes in the U.S. market price of wooden bedroom furniture. The elasticity of
domestic supply depends on firms’ cost profiles, ability to adjust capacity, ability to access alternate
markets, and other factors. Analysis of these factors earlier indicates that the U.S. industry’s response is
likely to be large. A supply elasticity in the range of 10 to 15 is suggested.

The U.S. demand elasticity for wooden bedroom furniture measures the sensitivity of the overall
guantity demanded to a change in the U.S. market price of wooden bedroom furniture. This estimate
depends upon consumer preferences, income, marketing factors, and the viability of substitutes.
Petitioners claimed that bedroom furniture is a necessity, and that the number of bedroom suites
purchased is limited by the number of bedrooms that one has,* although respondents believe that
spending on wooden bedroom furniture is overwhelmingly discretionary.®” Staff is not aware of any
definite data to resolve the issue, but believes that purchases of bedroom furniture tend to be
discretionary. Bedroom furniture includes nightstands, chests of drawers, and armoires, which do not
appear to be necessities. The existing stock of beds in the country is believed to be large. Demand is
more a function of income than population growth, which argues for the discretionary interpretation. The
petitioners’ exhibit 8 (prehearing brief), in fact, shows that demand has grown roughly in line with
disposable income, which is at a greater rate than population growth. Although it is true that only one
bedroom suite is usually purchased for a bedroom, with increasing wealth one can add bedrooms,
purchase residences with additional bedrooms, or simply replace existing bedrooms suites. It thus
appears that purchases of bedroom furniture are largely discretionary. Based on the available
information, the aggregate demand for wooden bedroom furniture is likely to be in the range of -1.2 to -
1.7.%

The elasticity of substitution measures the percentage change in the ratio of purchases of the
domestic product to the imported product in response to a percentage change in their price ratio. It
depends upon the extent of product differentiation between the domestic and imported products. Product
differentiation, in turn, depends upon the comparability of the domestic and imported product and the
conditions of sale. Based on available information, the elasticity of substitution between U.S.-produced
wooden bedroom furniture and imported wooden bedroom furniture is likely to be in the range of 3 to 6.

% petitioners’ prehearing brief, p. 35.
%7 Lacquer Craft’s prehearing brief, p. 3.

% petitioners (prehearing brief, exh. 1, p. 12) suggest a range of -0.7 to -1.2. The Furniture Retailers Group
(postconference brief, exh. 16) cited somewhat dated empirical work showing that the own-price elasticity of
demand ranged from -1.01 to -3.0 and estimated demand elasticity in this case to range from -1.8 to -2.3. Lacquer
Craft stated in its prehearing brief (p. 18, footnote 40) that bedroom furniture is a discretionary purchase and that it
believed that the staff’s original estimate of demand elasticity was slightly low. It also stated that staff’s elasticity of
supply “may be somewhat high,” but that in general the staff’s estimates are reasonable.

% petitioners (prehearing brief, exh. 1, p. 14) stated that they believe that the staff’s estimate is too low and
suggest a range of 6 to 9 based primarily on the fact that a majority of purchasers ranked the domestic product as
comparable on 13 of the 16 purchase factors. Staff notes that there are differences in delivery time and brand names,
and several purchasers stated that hand-carving was more prevalent for the subject imports. A substitution elasticity
of 6 is reasonably high; therefore staff did not adjust the figure.
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PART Ill: U.S. PRODUCERS’ PRODUCTION,
SHIPMENTS, AND EMPLOYMENT

Information on capacity, production, shipments, inventories, and employment is presented in this
section and is based on the questionnaire responses of 49 U.S. producers of wooden bedroom furniture*
representing approximately 88 percent of the value of U.S. shipments of domestically produced wooden
bedroom furniture in 2003.% 3 A summary of U.S. producer data is presented in appendix C.

U.S. PRODUCERS

Table I11-1 presents a list of U.S. producers responding to the Commission’s questionnaires,* the
locations of corporate headquarters, the positions taken with respect to the petition,® the values and shares
of U.S. shipments by firm in 2003,° and whether the firms directly imported the subject merchandise from
China during January 2001-June 2004.’

! Two additional U.S. producers, Country Craft and Khoury, submitted questionnaire responses. However, their
responses were not used (except in table 111-1) because they either contained no trade, employment, or financial data,
or were significantly incomplete. One producer, Bernhardt, provided only limited data; however, its response was
received so late that Commission staff did not have adequate time to request Bernhardt to update and further
complete its questionnaire response. One producer, Bebe Furniture, submitted a letter in support of the petition but
did not provide a questionnaire response. Two other U.S. producers, Modern and Thornwood, provided
questionnaire responses in the preliminary phase of the investigation but not in the final phase of the investigation.

2 Coverage was calculated using the Commission’s total U.S. shipment value for 2003 of $1.879 billion (see table
I11-4) and the petitioners’ U.S. industry estimate for 2003 of $2.141 billion. Staff phone conversations with Joseph
Dorn, counsel to petitioners, October 18, 2004; and Wyatt Bassett, Executive Vice President, Vaughan-Bassett,
October 19, 2004.

® Petitioners stated that “. . . survivor bias understates the industry’s downturn.” Testimony of Joseph Dorn,
counsel for petitioners, transcript of hearing at 13.

* The Commission sent producers’ questionnaires to all U.S. producers identified in the petition. See petition at
exh. 1 and 2. On November 3, 2004, the petitioners identified 14 additional U.S. producers that closed plants since
January 1, 2001, and that did not provide a response to the Commission’s producers’ questionnaire. See petitioners’
prehearing brief, exh. 3. The list provided by the petitioners included seven firms not identified in the petition. The
Commission sent questionnaires to the remaining seven firms (not identified in the petition) and received a response
from Lexington. Two firms, Boyd Furniture and Baker Furniture, received the Commission’s questionnaire but did
not provide a response. Four firms were mailed questionnaires but were returned as undeliverable by FedEx.

® Thirty-eight out of 54 responding U.S. producers support the petition, nine firms oppose the petition, and seven
firms take no position with respect to the petition.

® The value of U.S. shipments is presented in the table to represent the relative size of U.S. producers rather than
the volume of production because many firms had difficulty calculating production quantities on either a pieces or
pounds basis.

" Twenty-six of 54 responding U.S. producers imported the subject merchandise from China in January 2001-
June 2004. See section entitled U.S. Producers’ Imports in Part IV of this report for additional information on U.S.
producers’ imports.
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Table 1lI-1
Wooden bedroom furniture: U.S. producers, locations of corporate headquarters, positions taken with respect to the petition, shares of reported
domestically produced U.S. shipments in 2003, and whether firms directly imported the subject merchandise from China in January 2001-June 2004

Position taken with respect to the petition U.S.-produced U.S. Imported

Public shipments in 2003 from China
Takes no Value Share

Firms Location Support* Oppose position Yes No $1,000 Percent Yes No
Adden MA *kk *kk *kk v Kkk *kk *kk *kk
American Drew? NC Petitioner v Hhk *okk *xx *kk
American of Martinsville? VA Petitioner v ok Hohok ok *hk
Ashley Wi v v Hhk *xk ok okk
Bassett VA Petitioner v hk ey ey ey
Bebe CA v v §) VRV
Bernhardt NC *okk *okk *okk v (4) (4) oy ok
Carolina Furniture Works SC Petitioner v Hhk ok e ok
Century NC Petitioner v ok e = ok
Chromcraft Revington IN ok ok ok v ok ok ok ok
Country Craft® VA v v %) %) o ok
Craftique NC v v Hkk o oy ey
Crawford NY Petitioner v Hohx *xx *okk kk
Cresent® TN v v Fkk oy Fkk Hokk
E.J. Victor NC v v Fokk ey Fokk Fokk
Ethan Allen CT *kk *kk *kk Kkk *kk *kk *kk
Furniture Brands® MO v v *kx ok ok ok
Harden Manufacturing (AL) AL ok ok ok Xk ok ok ok
Harden Furniture (NY) NY Petitioner v ok ok *hk *hk
Hart TN Petitioner v wxx ok ok ok
Higdon FL Petitioner v Hkk oy oy ey
H 00 ke r5 VA *kk *kk *kk *kk *kk *kk *kk
Johnston-Tombigbee MO Petitioner v Hohx *xx *xx ok
Khou! WS Ml [y [y oy (4) (4) e e
Kincaid? NC Petitioner v ok ok o o
L. & J.G. Stickley NY Petitioner v Hohx *xx ok *kk
Lea® NC Petitioner v ok ok ey ok
Lexington NC *okk *ohk ok v Hkk s s oy
Michels & Company CA Petitioner v *ohx *xx *xx ok
MJ Wood Products VT Petitioner v Hohx *xx *okk *kk
Mobel IN Petitioner v Hohx *xx ok *kk
Modern’ WA v v (4) (4) Fkk Fkk
Moosehead ME Petitioner v Hohk *xx ok ok
O’Sullivan MO v v *kk Fkok ey ey
Oakwood Interiors CA v v wxx ok e ok
Pennsylvania House? NC Petitioner v Hohx *xx ok *kk
Perdues SD v v wxx ok e ok
ProgressiveB OH Fkk Fkk kK v Fokk Fkk Hkk Fkk
Samuel Lawrence® AZ Hork ok ok v ok ok ok ok
Sandberg CA Petitioner v Kk ek Fkk ey
Sau d e r o H *kk *kk *kk *kk *kk *kk *kk
Standard AL v v ok ek ok ok
Stanley VA Petitioner v wxx ok e ok
Statton MD v v ke o oy gy
T. Copeland & Sons VT Petitioner v Hohx *xx *okk *kk
Thornwood’ AZ Hork ok ok v %) ) ok ok
Through The Barn Door NC il il ek v ok ok ook ook
Tom Seely WV v v wxx ok e ok
Trendwood AZ ek ok ok *oxk ok *kx *kk
Vaughan VA Petitioner v ok e e ok
Vaughan-Bassett VA Petitioner v Hohx *xx *okk *kk
Vermont Tubbs VT Petitioner v Hohx *xx ok ok
Webb?®® VA Petitioner v Kk Fkok Fkok ke
Whittier Wood Products OR il i ok v ok ok ok =
Total (54) 38 9 7 39 15 1,878,740 100.0 26 26

* Five labor unions are co-petitioners and support the petition: UBC Southern Council of Industrial Workers, Local Union 2305, Columbus, MS; United
Steelworkers of America, Local 193U, Lewisburg, PA; Carpenters Industrial Union, Local 2093, Phoenix, AZ; and Teamsters, Chauffeurs, Warehousemen and
Helpers, Local 991, Bay Minette, AL; and the IUE, Industrial Division of CWA, Local 82472, Hagerstown, MD.

2Firm is a wholly owned subsidiary of La-Z-Boy Inc., Monroe, MI.

3 Firm provided limited, substantially incomplete, or unusable data; therefore its response is not included in the report, except as noted.

“ Data not reported.

° Firm was a petitioner during the preliminary phase investigation; however, firm is not a petitioner in the final phase investigation.

® Furniture Brands owns five U.S. producers: Broyhill, Lenoir, NC; Drexel Heritage, High Point, NC; Henredon, Morganton, NC; Maitland-Smith, High Point,
NC; and Thomasville, Thomasville, NC.

" Firm provided a questionnaire response in the preliminary phase investigation but not in the final phase investigation.

8 Progressive is a wholly owned subsidiary of Sauder Woodworking Company (Sauder), Archbold, OH.

9 Samuel Lawrence is owned by Woodstuff Manufacturing which is owned ***. Samuel Lawrence closed its production facilities in March 2004.

° Firm is a 50/50 joint venture owned by Vaughan Furniture and Vaughan-Bassett Furniture, Galax, VA.

Source: Compiled from data submitted in response to Commission questionnaires.
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U.S. CAPACITY, PRODUCTION, AND CAPACITY UTILIZATION

U.S. producers’ capacity, production, and capacity utilization data are presented in table 111-2 and

figure 111-1. The Commission’s producers’ questionnaire requested that firms provide production and
capacity data in pieces and pounds; however, many firms could not provide quantity data. U.S.
production of wooden bedroom furniture by firm is presented in table 111-3.

Table IlI-2

Wooden bedroom furniture: U.S. producers’ capacity, production, and capacity utilization, 2001-03,
January-June 2003, and January-June 2004

Calendar year January-June
Iltem 2001 2002 ‘ 2003 2003 2004
Capacity (quantity)
Pieces 17,833,664 17,884,974 17,316,172 8,774,426 8,620,708
Pounds 1,520,349,978 | 1,536,833,104 | 1,486,982,328 756,050,200 751,193,835
Production (quantity)
Pieces 13,987,146 13,872,218 12,712,592 6,727,891 6,555,543
Pounds 1,151,087,815 | 1,166,303,093 | 1,073,777,550 560,845,453 556,256,575
Capacity utilization (percent)*
Pieces 77.2 76.8 72.7 76.1 74.6
Pounds 74.4 75.1 71.3 73.6 72.9
* Capacity utilization calculated from firms providing both production and capacity data.
Source: Compiled from data submitted in response to Commission questionnaires.

Table IlI-3
Wooden bedroom furniture: U.S. producers’ production, by firm, 2001-03, January-June 2003, and
January-June 2004

The 35 firms supporting the petition and providing data (3 firms did not provide data) accounted
for 43.4 percent of reported U.S. production (based on pieces) in 2001, 42.9 percent in 2002, 37.8 percent
in 2003, 37.2 percent in interim 2003, and 35.9 percent in interim 2004 (figure 111-2). The nine reporting
firms opposing the petition accounted for 52.3 percent of reported U.S. production in 2001, 53.2 percent
in 2002, 59.1 percent in 2003, 59.7 percent in interim 2003, and 60.9 percent in interim 2004. The five
reporting firms taking no position with respect to the petition accounted for 4.3 percent of reported U.S.
production in 2001, 3.8 percent in 2002, 3.1 percent in 2003, 3.1 percent in interim 2003, and 3.1 percent
in interim 2004.°

8 Table D-2 in app. D presents data of U.S. production of wooden bedroom furniture based on firms’ positions
with respect to the petition. Table D-3 in app. D presents data of U.S. production of wooden bedroom furniture
based on whether firms imported the subject merchandise between January 2001-June 2004.
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Figure llI-1
Wooden bedroom furniture: U.S. producers’ capacity, production, and capacity utilization, based on
pieces, 2001-03, January-June 2003, and January-June 2004
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Source: Table IlI-2.
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Figure 111-2
Wooden bedroom furniture: Share of U.S. production accounted for by U.S. producers according to their
position taken with respect to the petition
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Source: Table D-2.
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Many U.S. producers that provided usable data indicated that they had difficulty in determining
capacity because of the nature of the production process, which includes three distinct production
processes (sawing, assembling, and finishing), each of which has its own capacities and constraints. In
many instances, firms providing capacity data based their responses on “best estimates.” With respect to
production, many producers indicated that they had difficulty providing precise production data because
their firms’ data reporting systems do not collect the data as requested. Moreover, a number of firms
which did not provide questionnaire responses closed plants since January 1, 2001, so decreases in
capacity and certain other data may be understated.

U.S. PRODUCERS’ SHIPMENTS

Data on U.S. producers’ shipments, by types, are presented in table 111-4 and figure 111-3. Table
I11-5 presents U.S. producers’ U.S. shipments, by firm. Table 111-6 presents U.S. producers’ U.S.
shipments of wooden bedroom furniture by selected pieces. Approximately 21.3 percent of reporting
U.S. producers’ U.S. shipments in 2003 (based on pieces) were beds, 31.1 percent were dressers/chest of
drawers, 20.2 percent were nightstands/night tables, 3.4 percent were armoires, and 24.1 percent were all
other pieces.

Table 111-7 and figure 111-4 present U.S. producers’ U.S. shipments by channels of distribution.
Approximately 15.4 percent of reporting U.S. producers’ U.S. shipments in 2003 (based on value) went to
related retailers, 76.4 percent went to unrelated retailers, 4.2 percent went to hospitality/institutional
firms, 3.3 percent went to distributors, and 0.8 percent went to other market segments.
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Table llI-4

Wooden bedroom furniture: U.S. producers’ shipments, by type of shipments, 2001-03, January-June
2003, and January-June 2004

Calendar year

January-June

Iltem 2001 2002 2003 2003 2004
Quantity (pieces)
Commercial shipments 13,991,430 13,641,891 12,513,684 6,525,586 6,236,116
Internal consumption 15,701 31,671 57,502 15,463 74,365
Transfers to related firms 14,947 26,235 69,907 24,329 80,136
U.S. shipments 14,022,078 13,699,797 12,641,093 6,565,378 6,390,617
Export shipments 206,088 225,349 249,187 109,568 123,000
Total shipments 14,228,166 13,925,146 12,890,280 6,674,946 6,513,617
Quantity (pounds)
Commercial shipments 1,147,492,263 = 1,130,544,800 1,050,801,039 538,035,325 522,056,891
Internal consumption 1,197,707 2,475,729 4,560,932 1,221,508 6,059,534
Transfers to related firms 3,347,991 4,374,316 8,233,315 3,403,599 6,652,795
U.S. shipments 1,152,037,961 = 1,137,394,845 1,063,595,286 542,660,432 534,769,220
Export shipments 20,127,957 21,438,386 23,493,804 10,784,957 11,728,037
Total shipments 1,172,165,918 @ 1,158,833,231 | 1,087,089,090 553,445,389 546,497,257
Value ($1,000)

Commercial shipments 2,282,858 2,134,943 1,855,125 951,536 881,273
Internal consumption 2,497 3,410 5,573 1,352 8,186
Transfers to related firms 8,949 11,794 18,042 7,945 9,764
U.S. shipments 2,294,304 2,150,147 1,878,740 960,833 899,223
Export shipments 34,856 35,279 34,928 17,423 16,548
Total shipments® 2,329,160 2,185,426 1,913,668 978,256 915,771

Table continued. See footnotes at end of table.
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Table IlI-4--Continued
Wooden bedroom furniture: U.S. producers’ shipments, by type of shipments, 2001-03, January-June
2003, and January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004

Unit value (per piece)

Commercial shipments $163.16 $156.50 $148.25 $145.82 $141.32
Internal consumption 159.03 107.67 96.92 87.43 110.08
Transfers to related firms 598.72 449.55 258.09 326.57 121.84
U.S. shipments 163.62 156.95 148.62 146.35 140.71
Export shipments 169.13 156.55 140.17 159.02 134.54
Average 163.70 156.94 148.46 146.56 140.59
Unit value (per pound)
Commercial shipments $1.74 $1.67 $1.56 $1.57 $1.50
Internal consumption 2.08 1.38 1.22 1.11 1.35
Transfers to related firms 2.67 2.70 2.19 2.33 1.47
U.S. shipments 1.74 1.67 1.57 1.57 1.49
Export shipments 1.73 1.65 1.49 1.62 1.41
Average 1.74 1.67 1.57 1.57 1.49
Share of total shipments (percent of value)

Commercial shipments 98.0 97.7 96.9 97.3 96.2
Internal consumption 0.1 0.2 0.3 0.1 0.9
Transfers to related firms 0.4 0.5 0.9 0.8 11
U.S. shipments 98.5 98.4 98.2 98.2 98.2
Export shipments 15 1.6 1.8 1.8 1.8
Total 100.0 100.0 100.0 100.0 100.0

! The value for total shipments differs from the value of net sales presented in the financial section of this report because of
differences in the number of responding firms and because some firms reported their financials on a fiscal-year rather than a
calendar-year basis.

Note: Totals for U.S. shipments of pieces differ from those in tables IlI-6 and 11I-7 because of differences in the number of
responding firms and/or because of other reporting anomalies.

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

-8



Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

Figure 111-3
Wooden bedroom furniture: U.S. producers’ shipments, by type of shipments, 2001-03, January-June
2003, and January-June 2004
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Source: Table lll-4.
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Table llI-5

Wooden bedroom furniture: U.S. producers’ shipments, by firm, 2001-03, January-June 2003, and

January-June 2004

Table IlI-6

Wooden bedroom furniture: U.S. producers’ U.S. shipments, by selected pieces, 2001-03, January-June
2003, and January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004
Quantity (pieces)
Beds! 2,922,320 2,788,318 2,600,129 1,393,402 1,295,094
Dressers/chest of drawers 4,262,311 4,199,809 3,789,350 1,980,480 1,848,370
Night stands/night tables 2,732,194 2,716,891 2,461,466 1,300,435 1,123,477
Armoires? 470,512 443,737 413,233 206,988 174,622
All other pieces 2,951,395 3,097,224 2,936,771 1,509,664 1,539,151
Total, U.S. shipments 13,338,732 13,245,979 12,200,949 6,390,969 5,980,714
Share (percent)
Beds* 21.9 21.1 21.3 21.8 21.7
Dressers/chest of drawers 32.0 317 311 31.0 30.9
Night stands/night tables 20.5 20.5 20.2 20.3 18.8
Armoires? 3.5 3.3 3.4 3.2 2.9
All other pieces 221 234 24.1 23.6 25.7
Total, U.S. shipments 100.0 100.0 100.0 100.0 100.0

* A bed is defined as a headboard, with or without any combination of related pieces such as a footboard, side rails, and
canopy, with a bed considered a single piece whether it contains one or more separate pieces. Bunk beds are considered two

beds and therefore are two pieces.

2 An armoire is typically a tall cabinet or wardrobe (typically 50 inches or taller), with doors, and with one or more drawers
(either exterior below or above the doors or interior behind the doors), shelves, and/or garment rods or other apparatus for
storing clothes. Bedroom armoires may also be used to hold television receivers and/or other audio-visual entertainment

systems.

Note: Totals for U.S. shipments of pieces differ from those in tables IlI-4 and 111-7 because of differences in the number of
responding firms and/or because of other reporting anomalies.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table IlI-7
Wooden bedroom furniture: U.S. producers’ shipments by channels of distribution, 2001-03, January-
June 2003, and January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004
Quantity (pieces)

U.S. shipments to:
Related retailers 1,812,123 1,799,866 1,660,958 914,420 910,627
Unrelated retailers 10,993,311 10,710,943 9,796,333 5,051,740 4,868,453
Hospitality/institutional 722,047 558,118 485,995 260,158 267,628
Distributors 808,561 836,439 886,182 470,335 463,335
Other market segments 105,904 117,901 95,883 49,161 44,946
Total, U.S. shipments 14,441,946 14,023,267 12,925,351 6,745,814 6,554,989

Quantity (pounds)

U.S. shipments to:
Related retailers 93,438,487 95,018,568 94,452,403 50,964,856 45,002,710
Unrelated retailers 931,201,169 929,570,973 882,496,088 | 436,704,170 | 425,192,276
Hospitality/institutional 61,493,145 44,485,507 37,524,196 22,196,222 23,023,590
Distributors 57,450,450 61,878,651 56,305,379 29,145,620 30,475,255
Other market segments 11,200,065 12,329,322 9,434,765 4,765,101 4,642,228
Total, U.S. shipments 1,154,783,316 = 1,143,283,021  1,080,212,831 | 543,775,969 @ 528,336,059

Value ($1,000)

U.S. shipments to:
Related retailers 323,047 320,144 301,936 156,866 152,211
Unrelated retailers 1,874,113 1,737,056 1,502,374 771,316 707,361
Hospitality/institutional 129,371 93,955 82,039 38,358 37,569
Distributors 63,259 66,069 64,403 33,992 33,365
Other market segments 16,953 18,143 14,853 6,944 8,017
Total, U.S. shipments 2,406,743 2,235,367 1,965,605 1,007,476 938,523

Table continued. See footnotes at end of table.
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Table IlI-7--Continued
Wooden bedroom furniture: U.S. producers’ shipments by channels of distribution, 2001-03, January-
June 2003, and January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004
Share of U.S. shipments (percent/pieces)

U.S. shipments to:

Related retailers 12.5 12.8 12.9 13.6 13.9
Unrelated retailers 76.1 76.4 75.8 74.9 74.3
Hospitality/institutional 5.0 4.0 3.8 3.9 41
Distributors 5.6 6.0 6.9 7.0 7.1
Other market segments 0.7 0.8 0.7 0.7 0.7

Total, U.S. shipments 100.0 100.0 100.0 100.0 100.0

Share of U.S. shipments (percent/pounds)

U.S. shipments to:

Related retailers 8.1 8.3 8.7 9.4 8.5
Unrelated retailers 80.6 81.3 81.7 80.3 80.5
Hospitality/institutional 5.3 3.9 3.5 4.1 4.4
Distributors 5.0 5.4 5.2 5.4 5.8
Other market segments 1.0 11 0.9 0.9 0.9

Total, U.S. shipments 100.0 100.0 100.0 100.0 100.0

Share of U.S. shipments (percent of value)

U.S. shipments to:

Related retailers 13.4 14.3 15.4 15.6 16.2
Unrelated retailers 77.9 77.7 76.4 76.6 75.4
Hospitality/institutional 5.4 4.2 4.2 3.8 4.0
Distributors 2.6 3.0 3.3 3.4 3.6
Other market segments 0.7 0.8 0.8 0.7 0.9

Total, U.S. shipments 100.0 100.0 100.0 100.0 100.0

Note: Totals for U.S. shipments of pieces differ from those in tables IlI-4 and 111-6 because of differences in the number of
responding firms and/or because of other reporting anomalies. 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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Figure llI-4
Wooden bedroom furniture: U.S. producers’ shipments by channels of distribution, 2003

Unrelated retailers 76.3%

Other 0.8%
Distributors 3.3%

Hospitality/institutional 4.2%
Related retailers 15.4%

Source: Table IlI-7.
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U.S. PRODUCERS’ PURCHASES

Information on U.S. producers’ purchases of domestically produced and imported wooden
bedroom furniture (other than their direct imports) are presented in table 111-8 and table 111-9. Eight U.S.
producers, ***, purchased subject merchandise from China during January 2001-June 2004. Table I11-10
presents information on the ratio of U.S. producers’ purchases of the subject imports to the value of their
U.S. shipments.

Twenty-six U.S. producers also directly imported subject merchandise from China during January
2000-June 2004. Information on U.S. producers’ imports is presented in the section entitled U.S.
Producers’ Imports in Part IV of this report. ***°

9 *xkk
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Table 111-8
Wooden bedroom furniture: U.S. producers’ purchases, by sources, 2001-03, January-June 2003, and
January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004
Value ($1,000)

Purchases of imports from:

China® 1,705 10,410 9,823 6,322 3,641
Brazil ok ok - ok ok
Indonesia ok ok —-_— ok ok
Malaysia ok —_— —_— ok ook

M eXi co *kk *kk *kk *kk *kk
Vietnam ok ok —_— ok ok

All other sources 3,521 3,145 4,984 3,024 3,520
Subtotal, imported 7,171 16,318 17,770 10,461 8,848
Purchases from domestic producers 16,134 18,109 17,781 9,424 8,928
Purchases from other domestic sources 0 0 0 0 0
Subtotal, domestic purchases 16,134 18,109 17,781 9,424 8,928
Total 23,305 34,427 35,551 19,885 17,776

Share of total purchases (percent)

Purchases of imports from:

China! 7.3 30.2 27.6 31.8 20.5
Brazil ok ok —_— ok ok
Indonesia ook —_— —_— okk ook
Mal aysi a kK kK *kk kK kK
Mexico ok ok - - ok
Vietnam ok ok —_— ok ok

All other sources 151 9.1 14.0 15.2 19.8
Subtotal, imported 30.8 47.4 50.0 52.6 49.8
Purchases from domestic producers 69.2 52.6 50.0 47.4 50.2
Purchases from other domestic sources 0.0 0.0 0.0 0.0 0.0
Subtotal, domestic purchases 69.2 52.6 50.0 47.4 50.2
Total 100.0 100.0 100.0 100.0 100.0

* May include purchases of imports of wooden bedroom furniture produced and exported by the de minimis-margin firm
Markor Tianjin.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table IlI-9
Wooden bedroom furniture: U.S. producers’ purchases, by firms and by sources, 2001-03, January-June
2003, and January-June 2004
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Table 111-10

Wooden bedroom furniture: U.S. producers’ purchases of subject imports, U.S. shipments, and ratio of
purchases of subject imports to the firms’ U.S. shipments, by firm, 2001-03, January-June 2003, and
January-June 2004

Calendar year January-June
Item 2001 2002 2003 2003 2004
Purchases of subject imports ($1,000)

*kxl *kk *kk *k%k *%k%k *%k%k
*k% *kk *k%k *k%k *k% *%k%k
*k%k *kk *k%k *k%k *k% *%k%k
*%k% *kk *%k%k *%k%k *%k% ‘ *kk
*kxl *kk *kk *k%k *%k% *%k%k
*k% *kk *kk *k%k *k% *%k%k
*kkl *kk *kk *k%k *k% *%k%k
Kkl *kk *kk *%k% *%k% *kk

Total? 1,705 10,410 9,823 6,322 3,641

Value of U.S. shipments ($1,000)

Kkl *kk *kk *%k% *%k% *kk
*k%k *kk *kk *k%k *k%k *%k%k
*k% *kk *kk *k%k *k% *%k%k
*k%k *kk *kk *k%k *k% *k%k
Kkl *kk *kk *%k% *%k% ‘ *kk
*k%k *kk *kk *k%k *k%k *%k%k
*%xl *kk *k%k *k% *k% *%k%k
*kkl *kk *kk *k%k *k% *k%k

Total? 755,059 705,799 609,833 320,295 286,539

Ratio of purchases of subject imports to value of U.S. shipments (percent)

*kkl *kk *kk *k%k *k% *%k%k
*%k% *kk *kk *%k%k *%k% *kk
*k%k *kk *kk *k%k *%k%k *%k%k
*k% *kk *k%k *k%k *k% *%k%k
*kkl *kk *kk *k%k *k% *%k%k
*%k% *kk *kk *%k%k *%k% *kk
*kxl *kk *kk *k%k *%k%k *%k%k
*%xl *kk *kk *k% *k% *%k%k

Average 0.2 1.5 1.6 2.0 1.3

1 *kk

2 Data may include purchases of imports of wooden bedroom furniture produced and exported by the de minimis-margin firm
Markor Tianjin.

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

-17



Inv. No. 731-TA-1058 (Final) Wooden Bedroom Furniture

U.S. PRODUCERS’ INVENTORIES

Data on U.S. producers’ inventories of domestically produced wooden bedroom furniture are
presented in table 111-11. As with other quantity data presented in the report, several firms did not report
inventory data in pieces or pounds.

Table IlI-11
Wooden bedroom furniture: U.S. producers’ end-of-period inventories, 2001-03, January-June 2003, and
January-June 2004

Calendar year January-June

Item 2001 2002 2003 2003 2004

End-of-period inventories (quantity)

Pieces 1,825,553 1,867,947 1,810,686 1,926,629 1,976,361

Pounds 154,421,031 | 163,042,720 | 154,889,078 @ 170,561,612 174,923,964

Ratio of inventories to production (percent)

Pieces 131 135 14.2 14.3 151

Pounds 13.4 14.0 14.4 15.2 15.7

Ratio of inventories to U.S. shipments (percent)

Pieces 13.0 13.6 14.3 14.7 155

Pounds 13.4 14.3 14.6 15.7 16.4

Ratio of inventories to total shipments (percent)

Pieces 12.8 13.4 14.0 14.4 15.2

Pounds 13.2 141 14.2 15.4 16.0

Note: Ratios are calculated using data from firms that provided both numerator and denominator information. Partial-year ratios
are calculated using annualized production and shipment data.

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

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

U.S. producers’ employment data are presented in table 111-12. The petitioners identified 65 plant
closings at 39 firms since January 2001, reportedly resulting in layoffs of 18,710 workers.*

10 See petitioners’ prehearing brief, exh. 32.
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Table 111-12

Wooden bedroom furniture: Average number of production and related workers, hours worked, wages
paid to such employees, hourly wages, productivity, and unit labor costs, 2001-03, January-June 2003,

and January-June 2004

Calendar year

January-June

Item 2001 2002 2003 2003 2004
Production and related workers (number) 32,680 30,107 26,181 27,516 24,352
Hours worked (1,000) 61,640 57,838 49,053 27,298 24,823
Wages paid ($1,000) 740,273 713,611 624,685 325,169 312,808
Hourly wages $12.01 $12.34 $12.73 $11.91 $12.60
Productivity® (pieces per 1,000 hours) 223.4 2375 256.6 244.8 259.3
Productivity® (pounds per 1,000 hours) 21,038.5 22,419.0 24,231.0 22,949.7 24,517.6
Unit labor costs? (per piece) $53.76 $51.94 $49.63 $48.66 $48.60
Unit labor costs? (per pound) $0.58 $0.56 $0.53 $0.53 $0.52

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

! Productivity is calculated using data of only those firms providing both numerator and denominator information.
2 Unit labor costs are calculated using data of only those firms providing both numerator and denominator information.

The petitioners also stated that the U.S. Department of Labor has certified 12,793 furniture
workers at 53 plants as eligible for trade adjustment assistance (TAA)™ from January 2001 to June
2004." U.S. producers were asked if their firms or workers had applied for TAA certification directly
related to imports of bedroom furniture from China.** Most firms answered “No;” seventeen firms

responded “Yes.”*

U.S. producers were asked whether unions represent workers at their U.S. production facilities.
Eight U.S. producers reported “Yes,” and 37 U.S. producers reported “No.” Table I11-13 presents a list of
U.S. producers reporting union representation of their production and related workers.

1 Trade Act of 1974, as amended (19 U.S.C. § 2272(a)).

12 See petitioners’ prehearing brief, exh. 31. Not all of the TAA applications specify China as the source of
import competition, and some of the closed plants produced products other than wooden bedroom furniture (e.g.,
other case goods, upholstered items, dining room furniture, and occasional furniture).

13 See question 11-5 of the Commission’s U.S. producers’ questionnaire.

1 Firms responding “Yes” were: ***,
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Table 111-13
Wooden bedroom furniture: U.S. producers reporting union representation of their production and related
workers, January 2001-June 2004

Firm Union
Crawford* IUE/FW Furniture Workers Division, AFL-CIO, Local 45
Ethan Allen United Brotherhood of Carpenters & Joiners of America, Local 821°

United Steelworkers of America, Local 14040°
Johnston-Tombigbee! United Brotherhood of Carpenters & Joiners of America, Local 2305
Michels & Company* Cabinet Makers, Millmen, and Industrial Carpenters, Local 721*
Pennsylvania House* United Steelworkers of America, Local 193U
Sandberg* Cabinet Makers, Millmen, and Industrial Carpenters, Local 721
Standard Teamsters Local Union No. 991°
Statton IUE, Industrial Division of CWA, AFL-CIO, Local 82472
! Petitioner.

2 passaic, NJ, plant.

% Eldred, PA, plant.

4 Lynwood, CA, plant only.

® Bay Minette, AL, plant only.

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

U.S. IMPORTERS

The Commission sent questionnaires to 185 U.S. importers of wooden bedroom furniture and
received usable responses from 123 firms' that account for approximately 80 percent of U.S. imports from
China (based on value) in January 2001-June 2004.2 The Commission received questionnaire responses
from each of the top 10 known importers from January 2003-June 2004.% Information on responding U.S.
importers, their import sources, and their imports during the period for which data were collected is
presented in appendix E (table E-1). Presented in appendix F is information on responding U.S.
purchasers (tables F-1 and F-2).

U.S. IMPORTS

Data for imports of wooden bedroom furniture are based on official statistics of Commerce,
unless otherwise noted.* Table V-1 and figure I\VV-1 present data on U.S. imports of wooden bedroom
furniture.> Table 1V-2 presents data on U.S. imports of wooden beds. Official import statistics provide
quantity data for wooden beds® but not for other wooden bedroom furniture. Therefore, official import
data (except for beds) are presented in terms of value only.

U.S. IMPORTERS’ SHIPMENTS

Table 1V-3 presents U.S. importers” U.S. shipments of wooden bedroom furniture by selected
pieces, based on questionnaire responses. Approximately 31.9 percent of reporting U.S. importers’ U.S.
shipments of subject imports from China in 2003 (based on pieces) were beds, 23.4 percent were

! Thirty firms responded that they did not import the subject merchandise from China during the period January
2001-June 2004.

2 Coverage was calculated using the value of U.S. imports from China reported by responding U.S. importers in
2003 ($1.124 billion) compared to the value of imports of $1.402 billion in 2003 from official import statistics.

% Based on Customs data.

* Official import statistics presented for wooden bedroom furniture are comprised of two HTS statistical reporting
numbers: 9403.50.9040 (wooden beds of a kind used in the bedroom) and 9403.50.9080 (wooden furniture of a kind
used in the bedroom not elsewhere classified). The scope mentions four HTS subheadings and statistical reporting
numbers; however, most of the subject imports enter under 9403.50.9040 and 9403.50.9080. The third number, HTS
subheading 9403.90.70, contains, among other items, certain metal furniture parts and certain unfinished furniture
parts made of wood products. The fourth number, HTS subheading 7009.92.50, is a residual or “basket” category
that contains, among other items, framed glass mirrors of a kind used in the bedroom. To the extent that subject
imports enter under the latter subheadings, import data may be slightly understated.

% Information on imports of wooden bedroom furniture from questionnaire responses is presented in app. E (tables
E-1 through E-3).

® Official import statistics count each piece of a wooden bed (e.g., headboard, footboard, sideboards) as separate
pieces. However, the Commission’s questionnaires defined a wooden bed as any combination of headboard,
footboard, or sideboards.
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Table IV-1
Wooden bedroom furniture: U.S. imports, by sources, 2001-03, January-June 2003, and January-June
2004!

Calendar year January-June
Source 2000 | 2002 2003 2003 2004
Value ($1,000)°

China® (subject) ok Kok ok *okk Kk
Nonsubject:

China (Markor Tianjin) rkx Fkk b xxx bl

Brazil 73,216 98,903 110,647 48,479 63,671

Indonesia 130,165 151,394 149,487 72,406 87,398

Malaysia 44,897 67,979 114,588 50,301 74,802

Mexico 145,171 127,553 98,227 49,222 44,499

Vietnam 860 10,871 45,454 15,924 48,300

All other sources 869,420 896,807 867,626 426,596 427,926

Subtotal, nonsubject xkk Fokk wx el Fkk

Total 1,829,281 2,311,456 2,787,927 1,287,529 1,618,423

Share of value (percent)

China (subject) ok ok ok ok ok
Nonsubject:

China (Markor Tianjin) ok bl el rkk el

Brazil 4.0 4.3 4.0 3.8 3.9

Indonesia 7.1 6.6 54 5.6 54

Malaysia 25 29 4.1 3.9 4.6

Mexico 7.9 5.5 35 3.8 2.8

Vietnam 0.0 0.5 1.6 1.2 3.0

All other sources 47.5 38.8 311 331 26.4

Subtotal, nonsubject xkk bt el ol el

Total 100.0 100.0 100.0 100.0 100.0

* Official import statistics presented for wooden bedroom furniture are comprised of two HTS statistical reporting numbers:
9403.50.9040 (wooden beds of a kind used in the bedroom) and 9403.50.9080 (wooden furniture of a kind used in the bedroom
not elsewhere classified). The scope mentions four HTSUS subheadings and statistical reporting numbers; however, most of the
subject imports enter under 9403.50.9040 and 9403.50.9080. The third number, HTS subheading 9403.90.70, contains, among
other items, certain metal furniture parts and certain unfinished furniture parts made of wood products. The fourth number, HTS
subheading 7009.92.50, is a residual or “basket” category that contains, among other items, framed glass mirrors of a kind used
in the bedroom. To the extent that subject imports enter under the latter subheadings, import data may be slightly understated.

2 Landed, duty-paid.

% U.S. producers accounted for 33.9 percent of reported subject imports from China in 2001, 35.1 percent in 2002, 35.4
percent in 2003, 33.3 percent in January-June 2003, and 36.0 percent in January-June 2004 (table D-3).

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

Source: Compiled from official statistics of Commerce.
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Figure IV-1
Wooden bedroom furniture: U.S. imports, by sources, 2001-03, January-June 2003, and January-June
2004

E Imports from China* O Imports from all other sources

3,000,000

2,500,000

2,000,000

1,500,000

Value ($1,000)

1,000,000

500,000

2001 2002 2003 January-June January-June
2003 2004

* Includes imports produced and exported by the de minimis-margin firm Markor Tianjin.

Source: Table IV-1.
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J\?c?cln((ej; tz)eds: U.S. imports, by sources, 2001-03, January-June 2003, and January-June 2004*
Calendar year January-June
Source 2000 | 2002 2003 2003 2004
Quantity (pieces)
China? 1,389,065 2,344,180 3,136,525 1,423,811 1,909,859
Nonsubject:
Brazil 257,296 411,223 573,491 249,586 258,444
Indonesia 524,683 625,757 515,035 280,235 204,092
Malaysia 147,097 227,581 449,664 168,337 330,050
Mexico 322,391 289,554 214,000 104,186 99,142
Vietnam 93 30,117 146,016 47,191 154,846
All other sources 1,597,358 1,797,892 1,918,162 914,061 924,105
Subtotal, nonsubject 2,848,918 3,382,124 3,816,368 1,763,596 1,970,679
Total 4,237,983 5,726,304 6,952,893 3,187,407 3,880,538
Value ($1,000)°
China? 197,368 340,977 ‘ 477,289 ‘ 214,135 283,294
Nonsubject:
Brazil 26,535 34,742 46,258 19,943 20,859
Indonesia 57,092 67,318 61,646 33,400 28,391
Malaysia 15,944 22,370 42,972 16,561 30,307
Mexico 27,766 24,904 16,059 8,171 7,804
Vietnam 83 3,371 16,901 5,761 19,129
All other sources 206,904 225,619 234,073 112,531 111,335
Subtotal, nonsubject 334,324 378,325 417,910 196,368 217,824
Total 531,692 719,302 895,199 410,503 501,118
Unit value (per piece)
China? $142.09 $145.46 $152.17 $150.40 $148.33
Nonsubject:
Brazil 103.13 84.49 80.66 79.91 80.71
Indonesia 108.81 107.58 119.69 119.19 139.11
Malaysia 108.39 98.30 95.56 98.38 91.82
Mexico 86.13 86.01 75.04 78.43 78.71
Vietnam 896.19 111.93 115.75 122.08 123.53
All other sources 129.53 125.49 122.03 123.11 120.48
Subtotal, nonsubject 117.35 111.86 109.50 111.35 110.53
Total 125.46 125.61 128.75 128.79 129.1