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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation Nos. 701-TA-477 and 731-TA-1180-1181 (Preliminary)

BOTTOM MOUNT COMBINATION REFRIGERATOR-FREEZERS
FROM KOREA AND MEXICO

DETERMINATIONS

On the basis of the record" developed in the subject investigations, the United States International
Trade Commission (Commission) determines, pursuant to sections 703(a) and 733(a) of the Tariff Act of
1930 (19 U.S.C. §§ 1671b(a) and 1673b(a)) (the Act), that there is a reasonable indication that an industry
in the United States is materially injured by reason of imports from Korea of bottom mount combination
refrigerator-freezers, provided for in subheadings 8418.10.00, 8418.21.00, 8418.99.40, and 8418.99.80 of
the Harmonized Tariff Schedule of the United States, that are alleged to be sold in the United States at less
than fair value (LTFV) and subsidized by the Government of Korea. The Commission further determines,
pursuant to section 733(a) of the Act (19 U.S.C. § 1673b(a)), that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports from Mexico of bottom mount
combination refrigerator-freezers, provided for in subheadings 8418.10.00, 8418.21.00, 8418.99.40, and
8418.99.80 of the Harmonized Tariff Schedule of the United States, that are alleged to be sold in the United
States at LTFV.

COMMENCEMENT OF FINAL PHASE INVESTIGATIONS

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice of the
commencement of the final phase of its investigations. The Commission will issue a final phase notice of
scheduling, which will be published in the Federal Register as provided in section 207.21 of the
Commission’s rules, upon notice from the Department of Commerce (Commerce) of affirmative
preliminary determinations in the investigations under sections 703(b) or 733(b) of the Act, or, if the
preliminary determinations are negative, upon notice of affirmative final determinations in those
investigations under sections 705(a) or 735(a) of the Act. Parties that filed entries of appearance in the
preliminary phase of the investigations need not enter a separate appearance for the final phase of the
investigations. Industrial users, and, if the merchandise under investigation is sold at the retail level,
representative consumer organizations have the right to appear as parties in Commission antidumping and
countervailing duty investigations. The Secretary will prepare a public service list containing the names
and addresses of all persons, or their representatives, who are parties to the investigations.

BACKGROUND

On March 30, 2011, a petition was filed with the Commission and Commerce by Whirlpool Corp.,
Benton Harbor, M, alleging that an industry in the United States is materially injured or threatened with
material injury by reason of LTFV and subsidized imports of bottom mount combination
refrigerator-freezers from Korea and LTFV imports of bottom mount combination refrigerator-freezers
from Mexico. Accordingly, effective March 30, 2011, the Commission instituted countervailing duty
investigation No. 701-TA-477 and antidumping duty investigation Nos. 731-TA-1180-1181 (Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference to be held in
connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register of
April 6, 2011 (76 FR 19125). The conference was held in Washington, DC, on April 20, 2011, and all
persons who requested the opportunity were permitted to appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).






VIEWS OF THE COMMISSION

Based on the record in the preliminary phase of these investigations, we find that there is a
reasonable indication that an industry in the United States is materially injured by reason of imports of
bottom mount combination refrigerator-freezers (“bottom mount refrigerators”) from Korea that are
allegedly subsidized by the Government of Korea and sold in the United States at less than fair value
(“LTFV™) and imports of bottom mount refrigerators from Mexico that are allegedly sold in the United
States at LTFV.!

l. THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

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

1. BACKGROUND

The petitions in these investigations were filed on March 30, 2011 by Whirlpool Corporation
(“Whirlpool™), which accounts for the vast majority of domestic production of bottom mount
refrigerators. Respondents that participated in the staff conference and filed post-conference briefs in the
preliminary phase of these investigations include foreign producers LG Electronics U.S.A., Inc., LG
Electronics, Inc., and LG Electronics Monterrey Mexico, S.A. de C.V. (collectively, “LG”); foreign
producers Samsung Electronics Co., Ltd., Samsung Electronics Mexico, S.A. de C.V., and Samsung
Electronics America, Inc. (collectively, “Samsung”); and purchaser The Home Depot, Inc. (“Home
Depot™) (collectively, “respondents”).

The Commission received U.S. producers’ questionnaire responses from four producers
accounting for over *** percent of total U.S. production of bottom mount refrigerators during the period
examined.® It received importers’ questionnaire responses from 11 firms, and five of these responding
importers accounted for the vast majority of subject imports from Korea and Mexico.> It received foreign
producers’ responses from two Korean producers accounting for the vast majority of bottom mount
refrigerator production in Korea and all Korean exports of bottom mount refrigerators to the United

! Chairman Okun has recused herself from participating in these investigations.

219 U.S.C. § 1673b(a) (2000); see also American Lamb Co. v. United States, 785 F.2d 994, 1001-04 (Fed. Cir.
1986); Aristech Chem. Corp. v. United States, 20 CIT 353, 354-55 (1996). No party argued that the establishment of
an industry is materially retarded by reason of the allegedly unfairly traded imports.

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

* Confidential Staff Report (“CR”) at 111-1; Public Staff Report (“PR”) at 11I-1. The Commission received
questionnaire responses from General Electric Co. (“GE”); Haier America Refrigerators Co., Ltd. (“Haier”); Viking
Range Corp. (“Viking”); and Whirlpool. Id. The Commission also sent a questionnaire to Sub-Zero, which the
petition identified as a domestic producer of bottom mount refrigerators, but did not receive a response. CR at 111-1
n.1; PR at 111-1 n.1. Haier did not submit usable trade, financial, or pricing data. 1d.

*CRatIV-1&n.2;PRat IV-1&n.2.




States.® The Commission also received foreign producers’ questionnaire responses from four Mexican
producers believed to account for all bottom mount refrigerator production in Mexico and all Mexican
exports of bottom mount refrigerators to the United States.’

I, DOMESTIC LIKE PRODUCT
A. In General

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.”® Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Tariff Act”), defines the relevant domestic industry as the “producers as a whole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.” In turn, the Tariff Act defines “domestic like
product” as “a product which is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation ... .”*°

B. Product Description

In its notice of initiation, Commerce defined the imported merchandise within the scope of the
investigations as follows:

The products covered by the investigations are all bottom mount combination
refrigerator-freezers and certain assemblies thereof from Korea and Mexico. For
purposes of the investigations, the term “bottom mount combination
refrigerator-freezers” denotes freestanding or built-in cabinets that have an integral
source of refrigeration using compression technology, with all of the following
characteristics:

(1) The cabinet contains at least two interior storage compartments accessible
through one or more separate external doors or drawers or a combination
thereof;

(2) The upper-most interior storage compartment(s) that is accessible through an
external door or drawer is either a refrigerator compartment or convertible
compartment, but is not a freezer compartment;* and

(3) There is at least one freezer or convertible compartment that is mounted
below the upper-most interior storage compartment(s).

For purposes of the investigations, a refrigerator compartment is capable of
storing food at temperatures above 32 degrees F (0 degrees C), a freezer compartment is

5CRat VII-2; PR at VII-2.
"CR at VII-6; PR at VII-4.
819 U.S.C. § 1677(4)(A).
919 U.S.C. § 1677(4)(A).
1019 U.S.C. § 1677(10).



capable of storing food at temperatures at or below 32 degrees F (0 degrees C), and a
convertible compartment is capable of operating as either a refrigerator compartment or a
freezer compartment, as defined above.

Also covered are certain assemblies used in bottom mount combination
refrigerator-freezers, namely: (1) Any assembled cabinets designed for use in bottom
mount combination refrigerator-freezers that incorporate, at a minimum: (a) an external
metal shell, (b) a back panel, (c) a deck, (d) an interior plastic liner, (e) wiring, and (f)
insulation; (2) any assembled external doors designed for use in bottom mount
combination refrigerator-freezers that incorporate, at a minimum: (a) an external metal
shell, (b) an interior plastic liner, and (c) insulation; and (3) any assembled external
drawers designed for use in bottom mount combination refrigerator-freezers that
incorporate, at a minimum: (a) an external metal shell, (b) an interior plastic liner, and (c)
insulation.

The products subject to the investigations are currently classifiable under
subheadings 8418.10.0010, 8418.10.0020, 8418.10.0030, and 8418.10.0040 of the
Harmonized Tariff System of the United States (HTSUS). Products subject to these
investigations may also enter under HTSUS subheadings 8418.21.0010, 8418.21.0020,
8418.21.0030, 8418.21.0090, and 8418.99.4000, 8418.99.8050, and 8418.99.8060.
Although the HTSUS subheadings are provided for convenience and customs purposes,
the written description of the merchandise subject to this scope is dispositive.**

1 The existence of an interior sub-compartment for ice-making in the upper-most storage
compartment does not render the upper-most storage compartment a freezer compartment.

All bottom mount refrigerators are characterized by a lower freezer compartment and an upper
refrigerator compartment used to store perishable food and beverages, although they otherwise come in a
variety of configurations and capacities with different combinations of features.** In terms of
configuration, bottom mount refrigerators have two or more doors, including three-door French door and
four-door French door with an additional drawer between the freezer and refrigerator compartments.*®
Bottom mount refrigerators may be counter depth or regular depth, and come in widths of 30, 33, or 36
inches.** In terms of capacity, bottom mount refrigerators may be characterized as “large” or “jumbo”
capacity, with an interior measuring 27 cubic feet or more, or regular capacity, with an interior measuring
less than 27 cubic feet.™® Features found in various combinations on bottom mount refrigerators include
stainless steel exteriors, dual evaporators, LED lighting, external ice and water dispensers, quick-freezing
freezer compartments, convertible compartments (i.e., compartments that may be used as either a

11 Bottom Mount Combination Refrigerator-Freezers from the Republic of Korea and Mexico: Initiation of
Antidumping Duty Investigations, 76 Fed. Reg. 23281, 23285-86 (April 26, 2011).

2 CR at I-10; PR at I-8.
B CRatI-11; PR at 1-8-9.
14 CR at I-10; PR at I-8.

15 See Petitioner’s Postconference Brief at 11 (referencing Whirlpool’s introduction of a 27 cubic foot model in
competition with Samsung’s 29 cubic foot model); Conference Transcript at 152 (Cunningham) (testifying that
Whirlpool’s 27 cubic foot model, LG’s 28 cubic foot model, and Samsung’s 29 cubic foot model occupy the large
capacity segment of the market).




refrigerator or a freezer), premium shelving, “Serve N Go” removable shelving, Energy Star rated energy
efficiency, and LCD interfaces.™®

C. Parties’ Arguments

Petitioner argues that the Commission should define a single domestic like product encompassing
all bottom mount refrigerators because, in its view, bottom mount refrigerators are distinguishable from
top mount refrigerators and side-by-side refrigerators in terms of the Commission’s like product factors.
Both LG and Samsung agree with petitioner’s proposed domestic like product definition for purposes of
the preliminary phase of the investigations.'’

D. Analysis

The Commission must accept Commerce’s determination as to the scope of the imported
merchandise alleged to be subsidized or sold at LTFV,® but the Commission may, where appropriate,
include domestic articles in the domestic like product in addition to those described in the scope.'® In past
investigations, the Commission has based its like product determination on a six factor test that compared
domestically produced products within the scope to those outside the scope.?

Although no party has raised a domestic like product issue, the Commission asked questionnaire
respondents to comment on the similarities and differences between bottom mount refrigerators and other
types of refrigerators in terms of the Commission’s domestic like product factors and also collected trade
and financial data on top mount refrigerators and side-by-side refrigerators. These questions were
premised on the possibility of the Commission expanding the definition of the domestic like product
beyond the scope of the investigations to include top mount and side-by-side refrigerators.

Based on the following analysis, we define the domestic like product as coextensive with the
scope of the investigations for purposes of the preliminary phase of the investigations.

% CR at 1-15-18; PR at 1-11-13; Petition at 119.
7 Samsung’s Postconference Brief at 1-2; Conference Transcript at 142 (Cunningham).

18 See USEC, Inc. v. United States, Slip. Op. 01-1421 (Fed. Cir. Apr. 25, 2005) at 9 (“The ITC may not modify
the class or kind of imported merchandise examined by Commerce.”).

19 See, e.g., Pure Magnesium from China and Israel, Invs. Nos. 701-TA-403 and 731-TA-895-96 (Final), USITC
Pub. 3467 (Nov. 2001) at 8, n. 34; Torrington Co. v. United States, 747 F.Supp. 744, 748-49 (Ct. Int’l Trade 1990),
aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (holding that the Commission is not legally required to limit the domestic like
product to the product advocated by the petitioner, co-extensive with the scope); Nippon Steel Corp. v. United
States, 19 CIT 450, 455 (1995); see also S. Rep. No. 96-249 at 90-91 (1979) (Congress has indicated that the like
product standard should not be interpreted in “such a narrow fashion as to permit minor differences in physical
characteristics or uses to lead to the conclusion that the product and article are not ‘like’ each other, nor should the
definition of ‘like product’ be interpreted in such a fashion as to prevent consideration of an industry adversely
affected by the imports under consideration.”).

2 See Superalloy Degassed Chromium, USITC Pub. 3768 at 7; Aluminum Plate from South Africa, USITC Pub
3734 at 7; Ironing Tables and Certain Parts Thereof from China, Inv. No. 731-TA-1047 (Final), USITC Pub. 3711 at
6-7 (Jul. 2004); Certain Wax/Resin Thermal Transfer Ribbons from France and Japan, Invs. Nos. 731-TA-1039-
1040 (Final), USITC Pub. 3683 at 8 (Apr. 2004).




Physical characteristics and uses

All types of refrigerators have the same use, which is to store and maintain perishable food and
beverages, but bottom mount refrigerators differ from top mount refrigerators and side-by-side
refrigerators in terms of certain physical characteristics.?> Most significantly, bottom mount refrigerators
have an upper refrigerator compartment and a lower freezer compartment, whereas top mount
refrigerators have an upper freezer compartment and a lower refrigerator compartment and side-by-side
refrigerators have adjacent refrigerator and freezer compartments.?? Because their configurations differ
from those of other refrigerators, bottom mount refrigerators are distinctive both in terms of
thermodynamic engineering, as cold air must be circulated from the freezer to the refrigerator, and
somewhat different ergonomics, with the refrigerator compartment closer to eye level.? Differences
between bottom mount refrigerators, on the one hand, and top mount and side-by-side refrigerators, on
the other, dictate a different “Energy Star” efficiency standard for bottom mount refrigerators than for
other types of refrigerators.* Most responding domestic producers reported that bottom mount
refrigerators differ from top mount and side-by-side refrigerators in terms of physical characteristics, but
most responding importers reported that they do not.”

Interchangeability

Bottom mount refrigerators are interchangeable with top mount and side-by-side refrigerators
insofar as all three types of refrigerators have the same use and overlap significantly in terms of capacity
and features.”® Most responding domestic producers reported that bottom mount refrigerators are not
interchangeable with top mount and side-by-side refrigerators, however, because of their configuration,
with the refrigerator compartment closer to eye level.?” Half of responding importers reported that bottom
mount refrigerators are interchangeable with top mount refrigerators, while a majority of responding
importers reported that they are interchangeable with side-by-side refrigerators, given that they have the
same general purpose.?

Common manufacturing facilities, production processes, and production employees

Whirlpool produces 90 to 95 percent of its bottom mount refrigerators at a facility dedicated to
bottom mount refrigerator production in Amana, lowa.?® Although Whirlpool produces the balance of its
bottom mount refrigerators in Fort Smith, Arkansas, where it also produces side-by-side refrigerators,
these are built-in models that are hand assembled on a separate production line.*® Accordingly, Whirlpool
produces bottom mount refrigerators using different production employees, largely different production

2 CRatlI-7; PR at I-6.

2 CR at I-8-10; PR at 1-6-8.

2 CRat1-19; PR at 1-13.

24 Conference Transcript at 69 (Reinke).
% CR at 1-18-19, 21-22; PR at 1-13-15.
% CRat I-7; PR at 1-6.

2 CR at 1-20, 23; PR at 1-14, 16.

%2 CR at 1-20, 23; PR at 1-14, 16.

2 Conference Transcript at 46 (Bitzer).
% Conference Transcript at 46 (Bitzer).



processes, and dedicated tooling.®* Most domestic producers reported that bottom mount refrigerators
differ from top mount refrigerators in terms of manufacturing facilities, production processes, and
production employees, and half of responding domestic producers reported that they differ from side-by-
side refrigerators in terms of this factor.*> Most responding importers reported that the three types of
refrigerators are similar in terms of this factor.*

Channels of distribution

All types of refrigerators are shipped mostly to distributors for sale through retailers.3* All
guestionnaire respondents reported that bottom mount refrigerators are similar to top mount and side-by-
side refrigerators in terms of channels of distribution.®

Customer and producer perceptions

Most questionnaire respondents, both domestic producers and importers, reported that consumers
perceive bottom mount refrigerators as different from and preferable to top mount and side-by-side
refrigerators in terms of ergonomics and style.*® An emerging consumer preference for bottom mount
refrigerators is indicated by data showing that bottom mount refrigerator sales have increased while sales
of other types of refrigerators have declined, and that bottom mount refrigerators account for an
increasing share of total refrigerator sales.” By extension, producers perceive bottom mount refrigerators
as the fastest growing segment of the refrigerator market.*

Price

The average unit value of the domestic industry’s U.S. shipments of bottom mount refrigerators
was significantly higher than the average unit value of the domestic industry’s U.S. shipments of top
mount refrigerators and side-by-side refrigerators throughout the period examined.* All questionnaire
respondents reported that bottom mount refrigerators are higher priced than top mount and side-by-side
refrigerators.*® At the same time, prices overlapped in the case of particular models, and generally
prevailing prices were punctuated by periodic steep discounting.*

% Conference Transcript at 46-47 (Bitzer).

%2 CR at 1-19-20, 22; PR at I-14-15.

% CR at 1-19-20, 22; PR at 1-14-15.

3% CRat1-21, 24; PR at 1-15-16.

% CRat I-21, 24; PR at 1-15-16.

% CR at 1-20-21, 23; PR at I-14, 16.

%7 See Home Depot’s Postconference Brief at 3.

% See CR at 11-9-10, 14; PR at 11-5-6, 8; see also Conference Transcript at 20, 27 ( Bitzer); Samsung’s
Postconference Brief at 2; LG’s Postconference Brief at 2.

* The average unit value of the domestic industry’s U.S. shipments of bottom mount refrigerators ranged from
$*** to $***, while the average unit value of the domestic industry’s U.S. shipments of top mount refrigerators
ranged from $*** to $*** and the average unit value of the domestic industry’s U.S. shipments of side-by-side
refrigerators ranged from $*** to $***. CR/PR at Tables C-1-3.

“ CRat 1-21, 24 PR at I-15-16.

1 See Conference Transcript at 76-77 (Bitzer); Petitioner’s Conference Exhibit 6; Samsung’s Postconference
Brief at Exhibit 16; CR at 11-12; PR at I1-7.



Conclusion

The record indicates that there are both similarities and differences among bottom mount
refrigerators, top mount refrigerators, and side-by-side refrigerators. Bottom mount refrigerators are
similar to top mount and side-by-side refrigerators in terms of use and channels of distribution. The
evidence on the extent to which bottom mount refrigerators are interchangeable with top mount and side-
by-side refrigerators is mixed. Bottom mount refrigerators generally differ from other types of
refrigerators, however, in terms of certain physical characteristics; manufacturing facilities, production
processes, and production employees; consumer and producer perceptions; and, with some exceptions,
price.

Based on the evidence on the record of the preliminary phase of the investigations, we find that
the differences between bottom mount refrigerators and top mount and side-by-side refrigerators support
limiting the domestic like product definition to bottom mount refrigerators. Moreover, all parties agree
that the Commission should define the domestic like product as coextensive with the scope of the
investigations for purposes of its preliminary determinations. For these reasons, we define a single
domestic like product encompassing all bottom mount refrigerators within the scope of the investigations.
We intend to further explore the domestic like product issue in any final phase of these investigations.*

V. DOMESTIC INDUSTRY

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

A. Related Parties

We must determine whether any producer of the domestic like product should be excluded from
the domestic industry pursuant to section 19 U.S.C. 8 1677(4)(B). Subsection 1677(4)(B) allows the
Commission, if appropriate circumstances exist, to exclude from the domestic industry producers that are
related to an exporter or importer of subject merchandise or which are themselves importers.* Exclusion
of such a producer is within the Commission’s discretion based upon the facts presented in each
investigation. No party has commented on the related party issue in the preliminary phase of the
investigations.

2 Commissioner Lane notes that there is no “absence” of a like product as contemplated by 19 U.S.C. §
1677(4)(A) and there is no indication or argument that other products which are “similar in characteristics and uses
with the article subject to investigation” may be injured or threatened by material injury by reason of imports of the
article subject to these investigations. Therefore, she finds no need to further explore the domestic like product issue
in any final phase of the investigations.

%19 U.S.C. § 1677(4)(A).
4 CR/PR at Table I11-1.
%19 U.S.C. § 1677(4)(B).



The record indicates that *** qualifies as a related party because it imported subject merchandise
from both subject countries during the period examined.*® We find that appropriate circumstances exist to
exclude *** from the domestic industry for the following reasons.

*** primary interest was in the importation of subject merchandise rather than domestic
production during the period examined, given that its ratio of imports of subject merchandise to domestic
production ranged from *** percent to *** percent.*’ *** 48 49 50 xxx domestic operations were *** more
profitable than those of other domestic producers, though the extent to which *** domestic operations
benefitted from its importation of subject merchandise is unclear.>® The inclusion or exclusion of ***
from the domestic industry would have *** on the domestic industry’s trade or financial data, due to
*** 52 0On balance, however, we find that appropriate circumstances exist for excluding *** from the
domestic industry as a related party.

Accordingly, we define the domestic industry to include all U.S. producers of bottom mount
refrigerators with the exception of ***,

V. CUMULATION

A. Background

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

6 CR/PR at Table I11-5. Although *** purchased small quantities of subject imports from Mexico, ranging from
*** {0 *** units, see id., we find that *** does not qualify as a related party because it did not control a large volume
of subject imports. See, e.g., Electrolytic Manganese Dioxide from Australia and China, Inv. Nos. 731-TA-1124-
1125 (Final), USITC Pub. 4036 (September 2008) at 6 n.26.

4T CR/PR at Table I11-5.
“ CR at I11-4, 7; PR at I11-2-3; Conference Transcript at 84 (Bitzer).

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

% For purposes of the preliminary phase of these investigations, Commissioner Pinkert does not rely upon the
related party’s financial performance as a factor in determining whether there are appropriate circumstances to
exclude it from the domestic industry and relies instead on other information relevant to this issue. The present
record is not sufficient to link the related party’s profitability on U.S. operations to any specific benefit it receives or
derives from importing. See Allied Mineral Products v. United States, 28 CIT 1861, 1865-67 (2004). For any final
phase of the investigations, Commissioner Pinkert invites the parties to provide any information they may have with
respect to this issue.

5! CR/PR at Table VI-2.
52 Compare CR/PR at Table C-1 with id. at Table C-5.
%19 U.S.C. § 1677(7)(G)(i).
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@ the degree of fungibility between the subject imports from different countries and
between imports and the domestic like product, including consideration of specific
customer requirements and other quality related questions;

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

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

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

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

The statutory threshold for cumulation is satisfied in these investigations because petitioner filed
the antidumping duty petitions with respect to both countries and the countervailing duty petition with
respect to Korea on the same day, March 30, 2011.%® None of the statutory exceptions to cumulation is
applicable.

B. Analysis

Based on the record of the preliminary phase of these investigations, we find a reasonable overlap
of competition between subject imports from Korea and Mexico and between subject imports from each
source and the domestic like product. First, the record indicates that there is some degree of
substitutability between subject imports from Korea and Mexico and between subject imports from each
source and the domestic like product. All responding domestic producers and two responding importers
reported that subject imports from Korea and Mexico are “always” or “frequently” interchangeable with
each other and with the domestic like product.®® Three responding importers reported that subject imports
from Korea and Mexico are “sometimes” interchangeable with the domestic like product, and two
responding importers reported that subject imports from Korea and Mexico are “sometimes”
interchangeable with each other.®® On the other hand, when asked whether differences other than price

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

% Commissioner Lane notes with respect to the first factor that her analysis does not require such similarity of
products that a perfectly symmetrical fungibility is required. See Separate Views of Commissioner Charlotte R.
Lane, Certain Lightweight Thermal Paper from China, Germany, and Korea, Inv. Nos. 701-TA-451 and 731-TA-
1126-1128 (Preliminary), USITC Pub. 3964 (Nov. 2007).

% See, e.q., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989).

57 The Uruguay Round Agreements Act, Statement of Administrative Action, H.R. Doc. No. 103-316, Vol. 1 at
848 (1994) (“SAA”) expressly states that “the new section will not affect current Commission practice under which
the statutory requirement is satisfied if there is a reasonable overlap of competition.” SAA at 848 (citing Fundicao
Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int'l Trade 1988)), aff’d, 859 F.2d 915 (Fed. Cir. 1988). See
Goss Graphic Sys., Inc. v. United States, 33 F. Supp. 2d 1082,1087 (Ct. Int’l Trade 1998) (“cumulation does not
require two products to be highly fungible™); Wieland Werke, AG, 718 F. Supp. at 52 (“Completely overlapping
markets are not required.”).

%8 None of the statutory exceptions to cumulation is applicable.
% CR/PR at Table 11-3.
% CR/PR at Table 11-3.
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are ever significant to purchasers in choosing among bottom mount refrigerators produced in Korea,
Mexico, and the United States, one responding domestic producer reported “frequently” and one reported
“sometimes,” while two responding importers reported “always” and one reported “frequently.”®*
Nevertheless, both petitioner and respondents have presented numerous price comparisons of specific
subject imported and domestically produced bottom mount refrigerator models that allegedly compete in
the U.S. market,®* and most major retailers carry bottom mount refrigerators produced by both Whirlpool
in the United States and by LG and Samsung in Korea and Mexico.®® Moreover, pricing data collected on
U.S. sales of seven specific bottom mount refrigerator products indicate that there were significant sales
of both domestically produced bottom mount refrigerators and subject imported refrigerators with respect
to five of the products.®* On balance, the record indicates that subject imports from Korea and Mexico
and the domestic like product are sufficiently interchangeable to suggest a reasonable overlap of
competition.

Second, petitioner and respondents agree that bottom mount refrigerators from all sources served
a nationwide market during the period examined.®® Subject imports from Korea and Mexico entered the
United States through multiple ports of entry dispersed around the country, and domestic producers and
importers reported distributing their bottom mount refrigerators throughout the United States.® Thus,
subject imports from all three sources and the domestic like product serve all regions of the United States.

Third, subject imports from Korea and Mexico and the domestic like product shared the same
general channels of distribution. During the period examined, the vast majority of domestically produced
and subject imported bottom mount refrigerators were shipped to distributors.®’

Finally, bottom mount refrigerators from all sources were simultaneously present in the U.S.
market, given that subject imports from Korea and Mexico entered the United States in every month of
the period examined.®®

Based on these factors, we conclude that there is a reasonable overlap of competition between and
among subject imports and the domestic like product and, therefore, cumulate subject imports from Korea
and Mexico for our analysis of whether there is a reasonable indication of material injury by reason of
subject imports.

1 CR/PR at Table 11-4.

62 See, e.q., Petition, at 127-128; Petitioner’s Conference Exhibits 7 and 8; Petitioner’s Postconference Brief at
11; Samsung’s Conference Exhibit at 2; Samsung’s Postconference Brief at Exhibit 15; LG’s Postconference Brief at
Exhibit 7; Home Depot’s Postconference Brief at 7, Exhibit 3.

% CR/PR at Table I1-2.
% See CR/PR at Tables V-3-16. ***, Id. at Table V-5.

% CRat 11-1-2, IV-5; PR at 1I-1, IV-2; LG’s Postconference Brief at 2-3; Conference Transcript at 136-37
(“[R]etailers such as Home Depot, Best Buy, Lowes, and Sears offer both U.S. origin and subject import
refrigerators of all configurations and price points.”).

% CRat II-1, IV-5; PR at I1-1, 1\V-2.
7 CR at 11-2; PR at 11-2; CR/PR at Table 1I-1.
% CR at IV-5; PR at IV-2-3.
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VI. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF SUBJECT
IMPORTS®

A. Legal Standard

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

Although the statute requires the Commission to determine whether there is a reasonable
indication that the domestic industry is “materially injured by reason of” unfairly traded imports,” it does
not define the phrase “by reason of,” indicating that this aspect of the injury analysis is left to the
Commission’s reasonable exercise of its discretion.” In identifying a causal link, if any, between subject
imports and material injury to the domestic industry, the Commission examines the facts of record that
relate to the significance of the volume and price effects of the subject imports and any impact of those
imports on the condition of the domestic industry. This evaluation under the “by reason of” standard
must ensure that subject imports are more than a minimal or tangential cause of injury and that there is a
sufficient causal, not merely a temporal, nexus between subject imports and material injury.”

% Negligibility under 19 U.S.C. 8 1677(24) is not an issue in these investigations. Based on U.S. import data
compiled from the Commission’s questionnaire responses, subject imports from Korea accounted for *** percent of
all imports of bottom mount refrigerators, and subject imports from Mexico accounted for *** percent of such
imports during the most recent 12-month period preceding the filing of the petition for which data are available. CR
at IV-5-6.

19 U.S.C. 88 1671b(a), 1673b(a).
™19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the

determination” but shall “identify each {such} factor ... {a}nd explain in full its relevance to the determination.”
19 U.S.C. § 1677(7)(B).

219 U.S.C. § 1677(7)(A).

19 U.S.C. § 1677(7)(C)(iii).

719 U.S.C. § 1677(7)(C)(iii).

19 U.S.C. §§ 1671b(a), 1673b(a).

7 Angus Chemical Co. v. United States, 140 F.3d 1478, 1484-85 (Fed. Cir. 1998) (“{T}he statute does not

‘compel the commissioners’ to employ {a particular methodology}.”), aff’g 944 F. Supp. 943, 951 (Ct. Int’l Trade
1996).

" The Federal Circuit, in addressing the causation standard of the statute, observed that “{a}s long as its effects
are not merely incidental, tangential, or trivial, the foreign product sold at less than fair value meets the causation
requirement.” Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1384 (Fed. Cir. 2003). This was further ratified in
Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873 (Fed. Cir. 2008), where the Federal Circuit, quoting
Gerald Metals, Inc. v. United States, 132 F.3d 716, 722 (Fed. Cir. 1997), stated that “this court requires evidence in
the record ‘to show that the harm occurred “by reason of” the LTFV imports, not by reason of a minimal or
tangential contribution to material harm caused by LTFV goods.”” See also Nippon Steel Corp. v. United States, 458
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In many investigations, there are other economic factors at work, some or all of which may also
be having adverse effects on the domestic industry. Such economic factors might include nonsubject
imports; changes in technology, demand, or consumer tastes; competition among domestic producers; or
management decisions by domestic producers. The legislative history explains that the Commission must
examine factors other than subject imports to ensure that it is not attributing injury from other factors to
the subject imports, thereby inflating an otherwise tangential cause of injury into one that satisfies the
statutory material injury threshold.” In performing its examination, however, the Commission need not
isolate the injury caused by other factors from injury caused by unfairly traded imports.” Nor does the
“by reason of” standard require that unfairly traded imports be the “principal” cause of injury or
contemplate that injury from unfairly traded imports be weighed against other factors, such as nonsubject
imports, which may be contributing to overall injury to an industry.® It is clear that the existence of
injury caused by other factors does not compel a negative determination.®

Assessment of whether material injury to the domestic industry is “by reason of” subject imports
“does not require the Commission to address the causation issue in any particular way” as long as “the
injury to the domestic industry can reasonably be attributed to the subject imports” and the Commission
“ensure{s} that it is not attributing injury from other sources to the subject imports.”® # Indeed, the

F.3d 1345, 1357 (Fed. Cir. 2006); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir.
2001).

"8 Statement of Administrative Action (“SAA”) on Uruguay Round Agreements Act (“URAA”), H.R. Rep. 103-
316, Vol. I at 851-52 (1994) (“{T}he Commission must examine other factors to ensure that it is not attributing
injury from other sources to the subject imports.”); S. Rep. 96-249 at 75 (1979) (the Commission “will consider
information which indicates that harm is caused by factors other than less-than-fair-value imports.”); H.R. Rep. 96-
317 at 47 (1979) (“in examining the overall injury being experienced by a domestic industry, the ITC will take into
account evidence presented to it which demonstrates that the harm attributed by the petitioner to the subsidized or
dumped imports is attributable to such other factors;” those factors include “the volume and prices of nonsubsidized
imports or imports sold at fair value, contraction in demand or changes in patterns of consumption, trade restrictive
practices of and competition between the foreign and domestic producers, developments in technology and the
export performance and productivity of the domestic industry”); accord Mittal Steel, 542 F.3d at 877.

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

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

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

8 Mittal Steel, 542 F.3d at 877-78; see also id. at 873 (“While the Commission may not enter an affirmative
determination unless it finds that a domestic industry is materially injured ‘by reason of’ subject imports, the

Commission is not required to follow a single methodology for making that determination ... . {and has} broad
discretion with respect to its choice of methodology.”) citing United States Steel Group v. United States, 96 F.3d
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Federal Circuit has examined and affirmed various Commission methodologies and has disavowed “rigid
adherence to a specific formula.”®

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

Mittal Steel clarifies that the Commission’s interpretation of Bratsk was too rigid and makes clear
that the Federal Circuit does not require the Commission to apply an additional test nor any one specific
methodology; instead, the court requires the Commission to have “evidence in the record ‘to show that
the harm occurred ‘by reason of” the LTFV imports,”” and requires that the Commission not attribute
injury from nonsubject imports or other factors to subject imports.®* Accordingly, we do not consider
ourselves required to apply the replacement/benefit test that was included in Commission opinions
subsequent to Bratsk.

The progression of Gerald Metals, Bratsk, and Mittal Steel clarifies that, in cases involving
commodity products where price-competitive nonsubject imports are a significant factor in the U.S.
market, the Court will require the Commission to give full consideration, with adequate explanation, to
non-attribution issues when it performs its causation analysis.®” 8

1352, 1362 (Fed. Cir. 1996) and S. Rep. 96-249 at 75.

8 Commissioner Pinkert does not join this paragraph or the following three paragraphs. He points out that the
Federal Circuit, in Bratsk, 444 F.3d 1369, and Mittal, held that the Commission is required, in certain circumstances
when considering present material injury, to undertake a particular kind of analysis of nonsubject imports, albeit
without reliance on presumptions or rigid formulas. Mittal explains as follows:
What Bratsk held is that “where commaodity products are at issue and fairly traded, price-competitive,
nonsubject imports are in the market,” the Commission would not fulfill its obligation to consider an
important aspect of the problem if it failed to consider whether nonsubject or non-LTFV imports would
have replaced LTFV subject imports during the period of investigation without a continuing benefit to the
domestic industry. 444 F.3d at 1369. Under those circumstances, Bratsk requires the Commission to
consider whether replacement of the LTFV subject imports might have occurred during the period of
investigation, and it requires the Commission to provide an explanation of its conclusion with respect to
that factor.

542 F.3d at 878.

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

& Mittal Steel, 542 F.3d at 875-79.

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

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

% To that end, after the Federal Circuit issued its decision in Bratsk, the Commission began to present published
information or send out information requests in final phase investigations to producers in nonsubject countries that
accounted for substantial shares of U.S. imports of subject merchandise (if, in fact, there were large nonsubject
import suppliers). In order to provide a more complete record for the Commission’s causation analysis, these

15



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

B. Conditions of Competition and the Business Cycle

The following conditions of competition inform our analysis of whether there is a reasonable
indication of material injury by reason of subject imports.

1. Demand Conditions

Apparent U.S. consumption of bottom mount refrigerators increased from *** units in 2008 to
*** ynits in 2009 and *** units in 2010, a level *** percent higher than in 2008.*° Demand for bottom
mount refrigerators increased throughout the period examined notwithstanding the economic downturn,
which reduced collective demand for all types of refrigerators by *** percent between 2008 and 2009,
because consumers have shown an increasing preference for bottom mount refrigerators over other types
of refrigerators. Accordingly, apparent U.S. consumption of bottom mount refrigerators as a share of
apparent U.S. consumption of all refrigerators increased from *** percent in 2008 to *** percent in 2009
and *** percent in 2010.** The increasing popularity of bottom mount refrigerators among consumers
reportedly stems from their distinctive ergonomics, with the entire refrigerator compartment at eye level,
and the perception that they are more stylish and modern than other types of refrigerators.*

Competition in the U.S. market occurs at two levels of trade -- sales by domestic producers and
importers to retailer/distributors and sales by retailers to consumers. Domestic manufacturers and
importers made nearly all their U.S. shipments to retailer/distributors, which include large retailers such
as *** *** *** Bast Buy, Home Depot, Lowe’s, and Sears.** According to LG, Best Buy, Home
Depot, Lowe’s, and Sears account for 80 percent of U.S. sales of bottom mount refrigerators.** Domestic
producers and importers sell bottom mount refrigerators to many of the same major retailers, with ***
each ranking these retailers as among their top ten customers.*® Consistent with our practice of examining
prices for the first arms-length transactions in the U.S. market, we have focused our analysis of
competition and pricing in the bottom mount refrigerator market on sales by domestic producers and
importers to retailer/distributors.”® Nevertheless, we have also considered evidence concerning consumer

requests typically seek information on capacity, production, and shipments of the product under investigation in the
major source countries that export to the United States. The Commission plans to continue utilizing published or
requested information in final phase investigations in which there are substantial levels of nonsubject imports.

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

% CR/PR at Tables IV-6, C-1.

%t Compare CR/PR at Table C-1 with id. at Table C-4.

%2 CRat 11-10-11, 14-15; PR at 11-6, 8; Conference Transcript at 24, 27 (Bitzer), 103-4 (Herring).
% CR at 11-2; PR at 11-2; CR/PR at Tables 11-1-2.

% CRat 11-2; PR at 11-2.

% CR/PR at Table 11-2.

% See Sodium Hexametaphosphate from China, Inv. No. 731-TA-1110 (Final), USITC Pub. 3984 (March 2008)
at 13 n.91; Kosher Chicken from Canada, Inv. No. 731-TA-1062 (Preliminary), USITC Pub. 1062 (January 2004) at
15 n.120.
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behavior in light of all parties’ agreement that consumer preferences at retail drive retailers’ purchasing
decisions.”’

Consumers select among competing models based on a number of considerations. Style, design,
and “fit, finish, and feel” are considerations, as emphasized by respondents.®® The features available on
competing models at a similar price point (e.q., external ice and water dispensers, LED lighting, and
premium shelving) are another consideration, as emphasized by petitioner.*® LG and Samsung agree that
features are an important selection criterion, claiming, alternatively, that innovative features have played
an important role in attracting consumers to their bottom mount refrigerators*® and that the same features
are offered in subject and domestic products.™™

Consumer demand has also been driven in part by the increasing prevalence and duration of
promotional periods, such as the increasingly important “Black Friday” sales event associated with the
day after Thanksgiving each year.'®® LG claims that about 55 to 60 percent of consumer demand for
refrigerators is generated by the “replacement market” -- consumers who need to replace a broken
refrigerator quickly -- while 40 to 45 percent of consumer demand is generated by the “upgrade market” -
- consumers who are remodeling their kitchens or otherwise looking to upgrade their refrigerators.’®® In
LG’s view, consumers in the “upgrade market” are more motivated to select a bottom mount refrigerator
model based on promotional offers and discounts because their need for a new refrigerator is less urgent
than that of consumers in the replacement market, although consumers in the replacement market may
also “look for a deal.”***

2. Supply Conditions

There are currently five known U.S. producers of bottom mount refrigerators -- GE, Haier, Sub-
Zero, Viking, and Whirlpool.*®> Whirlpool alone, however, accounted for *** percent of reported
domestic production in 2010.%® Whirlpool has produced bottom mount refrigerators since at least 1960,
but they were unpopular in the 1960s and 1970s due to capacity limitations and poor energy efficiency.*’
According to Whirlpool, bottom mount refrigerator sales only “took off significantly” after Maytag
introduced the first large capacity bottom-mount refrigerator in 2003, and the market received “another
boost” with Maytag’s introduction in 2006 of the first bottom mount refrigerator with an external ice and

9 See CR at 11-10-11; PR at 11-6.

% CR at 11-10; PR at 11-6; LG’s Postconference Brief at 4; Conference Transcript at 115 (Politeski), 174 (Baird);
see also Petitioner’s Postconference Brief at 20 and Exhibit 2 at 65 (***).

% CR at 11-10; PR at 11-6; Petitioner’s Postconference Brief at 10.
100 Conference Transcript at 105-6 (Herring), 113-14 (Politeski), and 127 (Baird).
101 G’s Postconference Brief at 4 and 6.

102 CR at 11-10, 12; PR at 11-6-7; Conference Transcript at 97-98 (Bitzer), 109-10 (Herring), 134 (Baird), 152
(Herring). Also, as part of the 2009 American Recovery and Reinvestment Act, the U.S. Department of Energy
made $300 million available to states and territories to promote the purchase of Energy Star qualified appliances.
CR at I11-13; PR at I1-7-8. Respondents allege that this program, known as “Cash for Appliances,” boosted demand
for bottom mount refrigerators in the first half of 2010, but had the effect of borrowing sales from the second half of
the year. Id. According to Home Depot, however, the program has not ended, and $72 million of the original $300
million remains available to consumers. Conference Transcript at 184 (Baird).

103 CR at I1-11; PR at 11-6.

104 Conference Transcript at 108-109 (Herring).
15 CR/PR at Table I11-1.

106 CR/PR at Table I11-1.

197 Conference Transcript at 83 (Bitzer).
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water dispenser, called “Ice-2-0.”*® The domestic industry’s share of apparent U.S. consumption
declined from *** percent in 2008 to *** percent in 2009 and *** percent in 2010.*%°

LG and Samsung entered the U.S. bottom mount refrigerator market in 2007.*° A majority of
bottom mount refrigerators sold in the U.S. market during the period examined were subject imports from
Korea and Mexico, which increased their share of apparent U.S. consumption from *** percent in 2008 to
*** percent in 2009 and *** percent in 2010.*** Most subject imports were both manufactured and
imported by LG and Samsung, which produce bottom mount refrigerators in both Korea and Mexico.**?
As importers, LG and Samsung accounted for *** percent of reported subject imports from Korea and
*** percent of reported subject imports from Mexico in 2010.'*

The only other significant importer of subject bottom mount refrigerators is ***, which accounted
for *** percent of reported subject imports from Korea and *** percent of reported subject imports from
Mexico in 2010,14 *** 115

Nonsubject imports accounted for an insignificant and declining share of apparent U.S.
consumption during the period examined, declining from *** percent in 2008 to *** percent in 2009 and
*** percent in 2010.1° The only sources of reported nonsubject imports were *** 17

3. Substitutability

As detailed in section V.B. above, we have found that there is some degree of substitutability
between subject imports and the domestic like product. A majority of questionnaire respondents reported
that subject imports and the domestic like product are “always” or “frequently” used interchangeably.**®
All parties have presented price comparisons of domestically produced and subject imported bottom
mount refrigerators that allegedly compete in the market,® and most major retailers carry both

108 Conference Transcript at 26-27, 83 (Bitzer); see also id. at 126 (Baird) (agreeing that Maytag introduced the
first French door bottom mount refrigerator with an ice and water dispenser, called the Trio). Whirlpool sells bottom
mount refrigerators in the United States under its Whirlpool, KitchenAid, Jenn-Air, Maytag, and Amana brands.
Petition at 8.

19 CR/PR at Table IV-6.

110 Samsung’s Postconference Brief at 6; Conference Transcript at 26 (Bitzer). The record does not support
respondents’ claim that LG and Samsung “virtually created” the French door bottom mount refrigerator market,
forcing Whirlpool to “dislodge the incumbent competitors.” LG’s Postconference Brief at 2; see also Conference
Transcript at 202 (Connelly). Whirlpool introduced the first large capacity French door bottom mount refrigerator in
2003 and the first bottom mount refrigerator with an external ice and water dispenser in 2006, resulting in sales of
1.3 million units in 2006, before LG or Samsung had even entered the U.S. market. Conference Transcript at 26, 83
(Bitzer), 113 (Politeski), 126 (Baird); Petitioner’s Conference Exhibit 3.

11 CR/PR at Table 1V-6.

12 CR at VII-2, 6; PR at VII-2, 4.
13 CR/PR at Table IV-1.

1% CR/PR at Table VI-1.

5 CRat IV-1n.2; PRat IV-1n.2.
116 CR/PR at Table IV-6.

U CRat IV-3; PR at IV-2.

18 CR/PR at Table 11-3.

119 See, e.q., Petition, at 127-128; Petitioner’s Conference Exhibits 7 and 8; Petitioner’s Postconference Brief at
11; Samsung’s Conference Exhibit at 2; Samsung’s Postconference Brief at Exhibit 15; LG’s Postconference Brief at
Exhibit 7; Home Depot’s Postconference Brief at 7, Exhibit 3.
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domestically produced and subject imported bottom mount refrigerators.’?® In addition, our pricing data
indicate that five of the seven products for which pricing data were collected were sold by both domestic
producers and subject importers in the domestic market during the period examined.*?*

Although most questionnaire respondents reported that differences other than price are
“frequently” or “always” important,*?? other evidence indicates that price is an important factor in the
U.S. bottom mount refrigerator market. Manufacturers control the retail prices of their bottom mount
refrigerators by negotiating minimum advertised prices (“MAPs”) with retailers and punishing retailers
for advertising a model at a price lower than the MAP for that model with financial penalties or by cutting
off refrigerator supplies.’® Home Depot claims that, as a practical matter, retailers cannot sell in excess
of MAP, due to intense price competition on comparable models.*** It is unlikely that manufacturers
would go to such lengths to control the advertised prices of their bottom mount refrigerators if price were
not an important factor in the bottom mount refrigerator market.

The growing importance of promotional events in the bottom mount refrigerator market,
including President’s Day, Memorial Day, Labor Day, July 4th, Black Friday, and Columbus Day
promotions, further indicates that price is an important factor in the market.’*® According to Home Depot,
manufacturers plan such promotions months in advance and support the discounting of certain models by
retailers by reducing the MAP of the models and supplying additional promotional support to preserve, at
least in part, the retailers’ profit margins on the discounted models.*?® LG claims that it designed and
produced a “special” bottom mount refrigerator model for sale during Black Friday 2010 at a price that
was 40 percent lower than the price of its “regular” model with many similar features.’?’ It seems
unlikely that manufacturers would go to such lengths to plan sales promotions, and sales promotions
could not have gained such prominence, if price were not an important factor in the bottom mount
refrigerator market.

An internal document created by LG titled “*** »128 x> 129 %x »130 \We find this document,
dating from the very year LG entered the U.S. bottom mount refrigerator market, to be compelling
evidence that LG itself viewed price as an important means of penetrating the U.S. market.**

Based on the above evidence, we find that price is an important factor in the bottom mount
refrigerator market.

120 CR/PR at Table 11-2.

121 CR/PR at Tables V-3-15.

122 CR/PR at Table 11-4.

12 CR at V-3; PR at V-2.

124 Conference Transcript at 131 (Baird).

125 CR at 11-10, 12 & n.25; PR at 11-6-7 & n.25. *** reported that such promotional events became increasingly
important during the period examined, and LG agreed that consumers are more receptive to major appliance
purchases during the Black Friday season. 1d.

126 CR at V-3; PR at V-2.

127 _G’s Postconference Brief at 19, 23-24, Exhibit 5.

128 petitioner’s Postconference Brief, Exhibit 2 at 2.

128 petitioner’s Postconference Brief, Exhibit 2 at 2, 65.

130 petitioner’s Postconference Brief, Exhibit 2 at 65; see also id., Exhibit 2 at 69.

131 petitioner’s Postconference Brief, Exhibit 2 at 65. Although Home Depot claims that consumers are less price
sensitive when shopping for a bottom mount refrigerator priced over $2,000, Conference Transcript at 129 (Baird),
the average unit value of U.S. shipments of both the domestic like product and subject imports was well under
$2,000. See CR/PR at Tables C-1, 5; see also id. at Table V-17.
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C. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the volume
of imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”

We find that the volume of cumulated subject imports from Korea and Mexico increased
significantly, both absolutely and relative to apparent U.S. consumption and production, over the period
examined. Between 2008 and 2010, cumulated subject imports increased *** percent, from *** units in
2008 to *** units in 2009 and *** units in 2010, while U.S. shipments of subject imports increased ***
percent, from *** units in 2008 to *** units in 2009 and *** units in 2010." As U.S. shipments of
subject imports grew faster than apparent U.S. consumption, resulting in the market share of subject
imports increasing from *** percent in 2008 to *** percent in 2009 and *** percent in 2010.*** Of the
*** percentage points of market share gained by subject imports during the period examined, ***
percentage points were captured from the domestic industry and only *** percentage points were
captured from nonsubject imports, which had an insignificant presence in the U.S. market during the
period.”* Subject imports exceeded domestic industry production throughout the period examined and,
as a percentage of domestic production, increased from *** percent in 2008 to *** percent in 2009 and
*** percent in 2010,

Although we recognize that non-price factors play a significant role in the U.S. bottom mount
refrigerator market, we find that price was a significant factor behind the *** percentage point shift in
market share from the domestic industry to subject imports during the period examined,"*’ contrary to
respondents’ argument that the shift was entirely attributable to non-price factors.**® Our pricing data,
discussed in the following section, lend additional support to our finding that price was a factor in the
significant increase in subject import volume and market share during the period examined.**

1219 U.S.C. § 1677(7)(C)(i).

1% CR/PR at Tables IV-4, 5.

1% CR/PR at Table I1V-6.

135 CR/PR at Table 1V-6.

1% CR/PR at Table 1V-7.

137 See Section VI1.B, supra.

1% See Samsung’s Postconference Brief at 13; LG’s Postconference Brief at 36.

139 \We are unpersuaded by respondents’ argument that the increase in subject import volume cannot be deemed
significant because much of the increase occurred in a segment of the market -- multi-door bottom mount
refrigerators with a capacity of 25.5 cubic feet or more -- that was allegedly under-served by the domestic industry.
Samsung’s Postconference Brief at 14; LG’s Postconference Brief at 35-36. There is no justification for
respondents’ contention that bottom mount refrigerators with a capacity of 25.5 cubic feet or more constitute a
distinct segment of the bottom mount refrigerator market. To the contrary, respondents themselves asked the
Commission to collect pricing data on two bottom mount refrigerator products, products 6 and 7, that were defined
by respondent as consisting of bottom mount refrigerators with capacities ranging from 22.5 to 26 cubic feet. CR at
V-7; PR at V-4. Moreover, a significant quantity of sales of both domestically produced and subject imported
bottom mount refrigerators satisfying the definitions of products 6 and 7 were reported in every quarter of the period
examined, indicating a significant degree of competition between the domestic like product and subject imports for
sales of these products. See CR/PR at Tables VV-13-16. There was a similar degree of competitive overlap between
the domestic like product and subject imports with respect to product 4, defined to include bottom mount
refrigerators with a capacity of 26.5 to 27.4 cubic feet, with a significant quantity of sales of both domestically
produced and subject imported bottom mount refrigerators in every quarter for which sales were reported. See id. at
Tables VV-9-10. Thus, the record does not support respondents’ argument that subject imported bottom mount
refrigerators with a capacity of 25.5 cubic feet or more largely did not compete with the domestic like product.
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We conclude that the volume of cumulated subject imports and the increase in that volume are
significant both in absolute terms and relative to consumption and production in the United States.

D. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of subject imports,
the Commission shall consider whether — (1) there has been significant price underselling

by the imported merchandise as compared with the price of domestic like products of the
United States, and (1) the effect of imports of such merchandise otherwise depresses

prices to a significant degree or prevents price increases, which otherwise would have
occurred, to a significant degree.'*

As addressed in section V1.B.3 above, the record indicates that there is some degree of
substitutability in demand between subject imports and the domestic like product and that price is an
important consideration in purchasing decisions.

One domestic producer and three importers of subject imports from Korea and Mexico provided
usable quarterly net U.S. f.0.b. selling price data for seven products, although not all firms reported
pricing for all products for all quarters.*** With respect to each product, the Commission requested
pricing data for all sales satisfying the definition of the product (the “A” products) and for sales of the
top-selling stock-keeping unit (“SKU”) satisfying the definition of the product (the “B” products).'*?
Reported pricing data accounted for approximately *** percent of U.S. producers’ U.S. shipments of
bottom mount refrigerators, *** percent of U.S. shipments of subject imports from Korea, and ***
percent of U.S. shipments of subject imports from Mexico in 2010.#

The Commission collected pricing data net of direct discounts, which are discounts, incentives,
rebates, and other adjustments tied to the specific SKU being sold, but not indirect discounts, which are
allocated discounts, incentives, allowances, and rebates that could include volume discounts based on

We are similarly unpersuaded by Samsung’s argument that the increase in subject import volume
attributable to subject imported bottom mount refrigerators in the “jumbo” capacity segment cannot be deemed
significant because “U.S. producers do not offer a bottom mount refrigerator in this size range.” Samsung
Postconference Brief at 14-15. Samsung itself compares a Whirlpool model with LG and Samsung models
competing in the “jumbo” segment of the bottom mount refrigerator market. 1d. at 26. Moreover, witnesses for LG
testified at the conference that Whirlpool’s 27 cubic foot bottom mount refrigerator model competes with LG’s 28
cubic foot model and Samsung’s 29 cubic foot model in the “big capacity” segment. See Conference Transcript at
107, 151 (Herring), 152 (Cunningham); see also Samsung Exhibit Accompanying the Testimony of James Politeski
at 2. There also is evidence that a bottom mount refrigerator’s practical capacity can differ from its rated capacity
depending on the model’s features and layout, such that a one to two cubic foot difference between bottom mount
refrigerator models in terms of their rated capacity could make no practical difference in terms of their usable
capacity. See Samsung’s Postconference Brief at 33; LG’s Postconference Brief at 6-7.

1019 U.S.C. § 1677(7)(C)(ii).
141 CR at V-6-8; PR at V-3-4.
142 CR at V-7-8; PR at V-4. An SKU is a number or code corresponding to a specific model.

143 CR at V-8; PR at V-4-5. We disagree with LG’s claim that the Commission’s pricing data are “problematic”
because they “relate to relatively few sales” and do not permit “apples-to-apples” price comparisons. LG’s
Postconference Brief at 12-13. Our pricing data cover a significant volume of bottom mount refrigerator sales
during the period examined, including *** of U.S. shipments of subject imports from Korea, and permit a significant
number of quarterly price comparisons. CR at V-8; PR at VV-4-5; CR/PR at Table V-18. Commission staff consulted
respondents concerning the products for which pricing data should be collected and collected pricing data on two
products suggested by respondents. CR at V-7; PR at VV-4.
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nonsubject products, including different types of household appliances or electronics.*** Petitioner asked
the Commission to collect pricing data net only of direct discounts because indirect discounts are difficult
to quantify and allocate and thus subject to manipulation.** GE and Whirlpool reported pricing data net
of direct discounts, consistent with the Commission’s instructions, but LG and Samsung did not provide
quarterly product specific data on direct discounts.** Instead, LG and Samsung provided an annual
estimate of the direct discounts covering all products and Commission staff adjusted their reported pricing
data to account for these estimated discounts.**’ Although we rely on LG’s and Samsung’s pricing data as
adjusted for their estimated direct discounts as the facts available, we expect LG and Samsung to report
pricing data in the manner requested by the Commission in any final phase of the investigations.*®

The sales price data on the record indicate that subject imports pervasively undersold the
domestic like product during the period examined at significant margins of underselling.*® Between
January 2008 and December 2010, subject imports undersold the domestic like product in *** of ***
quarterly comparisons, or *** percent of the time, with respect to all sales satisfying the product
definitions (i.e., the “A” products), at margins ranging from *** to *** percent.™® Over the same period,
subject imports undersold the domestic like product in *** of *** quarterly comparisons, or *** percent
of the time, with respect to sales of the top-selling SKUs satisfying the product definitions (i.e., the “B”
products), at margins ranging from *** to *** percent.”* Based on this evidence, and given the
importance of price to purchasing decisions, we find that subject import price underselling was significant
during the period examined.'*

1 CR at V-5, 8; PR at V-3, 5. In any final phase of the investigations, the Commission will examine whether the
prices used in quarterly pricing comparisons should be net of indirect discounts. In terms of data gathering, the
parties should anticipate that in any final phase, they will be asked to supply quarterly average prices for each
pricing product net of direct discounts and, separately, net of direct and indirect discounts, and to explain their
methodology for allocating indirect discounts.

15 CR at V-8; PR at V-5; Petition at 129. The Commission nevertheless requested indirect discounts as a
percentage of pricing product values on a product specific basis in 2010, as well as the total value of indirect
discounts applicable to bottom mount refrigerators in each year of the period examined, together with the value of
sales to which the indirect discounts applied. CR/PR at Tables V-1-2.

146 CR at V-9; PR at V-5.
147 CR at V-9-10; PR at V-5.
14819 U.S.C. § 1677e.

149 We find no need to address petitioner’s argument that by “dumping features with bottom mounts, LG and
Samsung have essentially destroyed the value of this market.” Conference Transcript at 35 (Bitzer); see also Petition
at 120. Our pricing data were collected on the basis of pricing products defined to include specific features, and thus
permit probative price comparisons between domestically produced and subject imported models possessing similar
features. See CR at V-6-7; PR at VV-3-4. Petitioner and respondents may propose different or additional pricing
products possessing different combinations of features in any final phase of the investigations in their written
comments on draft questionnaires pursuant to section 207.20(b) of the Commission’s rules. 19 C.F.R. § 207.20(b).

10 CR/PR at Table V-18.
151 CR/PR at Table V-18

152 We find some evidence that price was a factor in ***, CR at V-43-44; PR at V-9. ***, CR at V-44; PR at V-
9. Although petitioner concedes that *** bottom mount refrigerators to Whirlpool’s, Petition at 132, the record
indicates that price may also have influenced ***. Id. Moreover, petitioner claims that the Commission’s pricing
data show that LG sold *** at prices significantly lower than the prices at which LG sold comparable LG-branded
bottom mount refrigerators to other retailers and the prices of comparable Whirlpool models. Petitioner’s
Postconference Brief at 26-27 (***). We intend to further investigate petitioner’s lost sales allegation *** in any
final phase of these investigations.

22



We also find evidence that subject imports depressed the prices of the domestic like product.
Between the first and last quarters for which pricing data are available, the average price of sales of
domestically produced bottom mount refrigerators declined with respect to eight of ten products, by ***
to *** percent.’®® Subject import underselling was more prevalent than subject import overselling with
respect to seven of these products, with a mixed pattern of under and overselling with respect to one of
the products.™>* 1>

We also find evidence that subject imports suppressed domestic like product prices.’*® The
domestic industry’s cost of goods sold as a share of its net sales increased from *** percent in 2008 to
*** percent in 2009 and *** percent in 2010.’

In performing our analysis as to underselling, price depression, and price suppression, we have
declined to rely on certain sources of data offered by the parties. Respondents argue that the Commission
should analyze its pricing data net of both direct and indirect discounts and claim that such an analysis
shows a preponderance of subject import overselling.® As addressed above, the Commission collected
pricing data net of direct discounts but not net of indirect discounts.* Although the Commission
requested total indirect discounts for each pricing product in 2010 and the total value of indirect discounts
for each year of the period examined, together with the total value of the goods to which the indirect
discounts applied, these data are no substitute for the quarter- and product-specific data on indirect
discounts that would be necessary to adjust the pricing data to reflect indirect discounts in a probative
way.'® We therefore place little weight on respondents’ effort to analyze pricing data net of indirect
discounts for purposes of the present analysis, but we will consider whether to rely on pricing data net of
indirect discounts in any final phase of the investigations.

138 CR/PR at Table V-17. The average price of domestically produced bottom mount refrigerators declined ***
percent with respect to product 1A, *** percent with respect to product 2A, *** percent with respect to product 2B,
*** percent with respect to product 4A, *** percent with respect to product 6A, *** percent with respect to product
6B, *** percent with respect to product 7A, and *** percent with respect to product 7B. Id.

1% CR/PR at Tables V-3-6, 9, 13-16. Subject imports undersold the domestic like product in *** of *** quarterly
comparisons with respect to Products 1A and 1B, in *** of *** quarterly comparisons with respect to products 2A
and 2B, in *** of *** quarterly comparisons with respect to product 4A, in *** of *** quarterly comparisons with
respect to product 6A, in *** of *** quarterly comparisons with respect to product 6B, in *** of *** quarterly
comparisons with respect to product 7A, and in *** of *** quarterly comparisons with respect to product 7B. 1d.
As developed to this point, the record does not confirm respondents’ argument that it is “normal” for the price of a
bottom mount refrigerator model to decline over the bottom mount refrigerator’s “life cycle.” Samsung’s
Postconference Brief at 21; LG’s Postconference Brief at 22-23. The prices of six products for which pricing data
were collected did not decline over the period examined. See CR/PR at Table V-17. We intend to further
investigate this issue in any final phase of the investigations.

1% Having found significant underselling and some evidence of price depression, Commissioner Aranoff does not
reach price suppression.

1% Commissioner Pinkert does not join the finding with respect to price suppression.

17 CR/PR at Table C-5. We are unpersuaded by respondents’ argument that the increase in the domestic
industry’s ratio of cost of goods sold to net sales resulted from the declining average unit value of the domestic
industry’s export sales and not subject import competition in the U.S. market. See Samsung’s Postconference Brief
at 21; LG’s Postconference Brief at 27. ***, CR at VI-1 n.2; PR at VI-1 n.2. Because the decline in the average unit
value of domestic industry exports relative to domestic industry U.S. shipments may reflect differences in product
mix, the decline may not explain the increase in the domestic industry’s ratio of cost of goods sold to net sales.

1% CR at V-10; PR at V-5; Samsung’s Postconference Brief at 16-17, Exhibit 9; LG’s Postconference Brief at 20,
26.

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

%0 CR at V-10; PR at V-5; CR/PR at Tables V-1-2. *** CR at VV-9; PR at VV-5; CR/PR at Table V-2, note. ***
Id.
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We also place little weight on the price comparisons based on retail pricing data collected by
NDP, a leading market research firm that compiles data for U.S. retail transactions involving appliances,
which were cited by both petitioner and respondents.’®® First, in accordance with our practice of
examining prices for the first arms-length transactions in the U.S. market, we have focused our analysis of
price competition in the bottom mount refrigerator market on sales by domestic producers and importers
to retailer/distributors.’®® Subject import underselling at this level of trade can result in adverse price
effects, irrespective of subject import underselling at the retail level, by creating a financial incentive for
retailer/distributors to promote subject imports to consumers over the domestic like product or provide
more floor space for the display of subject imports and less floor space for the display of the domestic like
product.’®®* Moreover, prices on sales by domestic producers to retailer/distributors would have a more
direct financial impact on the domestic industry than prices on sales by retailers to consumers.

Second, we find that the retail price comparisons presented by the parties are flawed. Given the
great variety of bottom mount refrigerator models possessing different capacities and different
combinations of features, as well as the variety of bottom mount refrigerator brands aimed at different
price points, price comparisons based on the average retail price of all bottom mount refrigerators or
certain broad categories of bottom mount refrigerators are significantly affected by product mix and
therefore have little probative value.’® Price comparisons based on the average retail prices of specific
models are similarly of little probative value because the outcome of such comparisons can be readily
influenced by the specific models selected for comparison. For example, respondents dispute petitioner’s
comparisons of average retail prices on specific models because petitioner allegedly inappropriately
compared inferior subject imported models to superior domestically produced models, compared newer
domestically produced models to discontinued subject imported models, and compared a “regular”
domestically produced model with a subject imported model that was specially designed for sale during a
Black Friday promotion.’®® Petitioner disputes respondents’ comparisons of retail prices on specific
models on similar grounds.*®

Finally, we observe that the retail pricing data collected by NPD do not include the retail prices
on bottom mount refrigerators sold by Home Depot, which is the third largest retailer of home appliances
in the United States after Sears and Lowe’s.'*” Home Depot does not participate in NPD’s retail price
collection activities.'®®

181 CR at V-43; PR at \V-9; Petition at 133-34; Petitioner’s Conference Exhibits 7-9; Conference Transcript at 37-
39 (Bitzer); Samsung’s Postconference Brief at 24-28, Exhibit 13; LG’s Postconference Brief at 13-16, Exhibit 7.

162 See Sodium Hexametaphosphate from China, Inv. No. 731-TA-1110 (Final), USITC Pub. 3984 (March 2008)
at 13 n.91; Kosher Chicken from Canada, Inv. No. 731-TA-1062 (Preliminary), USITC Pub. 1062 (January 2004) at
15n.120.

163 See Petitioner’s Postconference Brief at 26. A *** analysis provided by petitioner concludes that LG and
Samsung offer a better “net margin rate” than Whirlpool. Petition at Exhibit 38. Petitioner also provided survey
data indicating that retailers *** significantly reduced the floor space used to display Whirlpool’s bottom mount
refrigerators in favor of LG’s and Samsung’s bottom mount refrigerators between the second quarter of 2008 and the
fourth quarter of 2010. See Petitioner’s Responses to ITC Questions at Question 5, Attachment A.

164 See CR at 1-10, 15; PR at 1-8, 11; CR/PR at Table V-17 (weighted-average f.0.b. prices on U.S. sales of
domestically produced bottom mount refrigerators satisfying the pricing product definitions ranged from $***-$***
for product 1A, a two-door bottom mount refrigerator model, to $***-$*** for products 2A and 2B, four-door
bottom mount refrigerator models); Respondents’ Conference Exhibits of Daniel Klett at 6 (showing different
Whirlpool brands aimed at different price points).

185 See LG’s Postconference Brief at 18-19; Samsung’s Postconference Brief at 24, Exhibit 11.
166 See Petitioner’s Answers to Questions from ITC Staff at question 6.

167 Conference Transcript at 123, 172 (Baird).

188 Conference Transcript at 172 (Baird). ***. CR/PR at Table 11-2.
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For the foregoing reasons, we find for purposes of the preliminary phase of these investigations
that subject imports undersold the domestic like product to a significant degree during the period
examined and that there is evidence that subject imports depressed and suppressed domestic like product
prices.

E. Impact of the Subject Imports®®®

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

Between 2008 and 2010, most measures of the domestic industry’s performance declined
significantly. The domestic industry’s capacity, production, and rate of capacity utilization were all
slightly higher in 2010 than in 2008, marking a recovery from 2009, when production and capacity
utilization dipped below 2008 levels.'”? Domestic industry capacity increased *** percent over the period
examined, going from *** units in 2008 to *** units in 2009, and then increasing to *** units in 2010.*"
Domestic industry production increased irregularly *** percent over the period, declining from *** units
in 2008 to *** units in 2009, before increasing to *** units in 2010.1"* Domestic industry capacity
utilization followed a similar trend, declining from *** percent in 2008 to *** percent in 2009, before
increasing to *** percent in 2010, a level *** higher than in 2008.*"

Despite the *** percent increase in apparent U.S. consumption over the period examined, the
domestic industry’s U.S. shipments declined from *** units in 2008 to *** units in 2009, before
increasing to *** units in 2010, a level still *** percent lower than in 2008.1® Consequently, the
industry’s share of apparent U.S. consumption steadily declined *** percentage points over the period,
from *** percent in 2008 to *** percent in 2009 and *** percent in 2010.*"" Domestic industry

18 Commerce initiated these antidumping duty investigations based on estimated dumping margins of 34.16 to
61.82 percent for bottom mount refrigerators imported from Korea and 23.10 to 183.18 percent for bottom mount
refrigerators imported from Mexico. CR at I-5; PR at I-4.

17019 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.”).

1119 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Invs. Nos. 701-
TA-386, 731-TA-812-813 (Preliminary), USITC Pub. 3155 at 25 n.148 (Feb. 1999).

172 CR/PR at Table C-5.
17 CR/PR at Table C-5.
17 CR/PR at Table C-5.
1% CR/PR at Table C-5.

17 CR/PR at Table C-5. Domestic industry end-of-period inventories declined from *** units in 2008, equivalent
to *** percent of U.S. shipments that year, to *** units in 2009, equivalent to *** percent of U.S. shipments that
year, but increased to *** units in 2010, equivalent to *** percent of U.S. shipments that year. Id.

" CR/PR at Table 1V-6.
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employment declined from *** production related workers (“PRWSs”) in 2008 to *** PRWs in 2009,
before increasing to *** PRWs in 2010, a level still *** percent lower than in 2008.%™

The domestic industry’s financial performance declined just as significantly. The domestic
industry’s net sales value declined from $*** in 2008 to $*** in 2009, before increasing to $*** in 2010,
a level *** percent lower than in 2008.1° Its operating income declined from $*** in 2008, equivalent to
*** percent of net sales, to $*** in 2009, equivalent to *** percent of net sales, and then to a loss of $***
in 2010, equivalent to negative *** percent of net sales.*®

The domestic industry’s capital expenditures declined from $*** in 2008 to $*** in 2009 before
increasing to $*** in 2010, a level still *** percent lower than in 2009.'®" The industry’s R&D
expenditures increased, however, from $*** in 2008 to $*** in 2009 and $*** in 2010.%%

For purposes of the preliminary phase of these investigations, we find that there is a causal nexus
between subject imports and the deteriorating condition of the domestic industry. Subject imports
captured significant market share from the domestic industry and undersold the domestic like product to a
significant degree, thereby contributing to the domestic industry’s declining U.S. shipments, net sales
value, employment, and profitability.

We have considered whether there are other factors that may have had an adverse impact on the
domestic industry during the period examined to ensure that we are not attributing injury from such other
factors to the subject imports. The economic recession cannot explain the domestic industry’s declining
performance during the period examined given that apparent U.S. consumption increased *** percent
during the period.’® In addition, nonsubject imports had no significant presence in the U.S. market
during the period examined and declined as a share of apparent U.S. consumption from *** percent in
2008 to *** percent in 2009 and *** percent in 2010,% 18

The record does not support respondents’ assertion that “Whirlpool has ***.”*¥¢ The evidence of
record in the preliminary phase of these investigations does not confirm respondents’ claim that the
Commission should treat the Energy Efficient Appliance federal tax credits that Whirlpool booked during
the period examined as “ready” cash, which allegedly allowed Whirlpool to lower bottom mount

8 CR/PR at Table C-5. Hours worked declined from *** hours in 2008 to *** hours in 2009, but increased to
*** hours in 2010, a level still *** percent lower than in 2008. Id. Productivity in units per 1,000 hours, however,
increased over the period examined, from *** in 2008 to *** in 2009 and *** in 2010. Id.

1% CR/PR at Table C-5. The domestic industry’s net sales volume declined from *** units in 2008 to *** units in
2009 before increasing to *** units in 2010, a level still *** percent lower than in 2008. Id. The industry’s net sales
value declined by more than its net sales volume because the average unit value of net sales declined *** percent
over the period examined, from $*** in 2008 to $*** in 2009 and $*** in 2010. Id.

1% CR/PR at Table C-5.
181 CR/PR at Table C-5.
182 CR/PR at Tables VI-5.
18 CR/PR at Table IV-6.
18 CR/PR at Table IV-6.

18 Based on the record evidence in these investigations, Commissioner Pinkert finds, for purposes of the analysis
required by the Federal Circuit in Bratsk and Mittal Steel, that price competitive, nonsubject imports were not a
significant factor in the U.S. market for bottom mount refrigerators during the period under examination. At no
point during the period did nonsubject imports constitute more than *** percent of U.S. apparent consumption, and
such imports declined significantly over the period in terms of both absolute volume and market share. CR/PR at
Table C-1.

18 |_G’s Postconference Brief at 46; see also LG’s Postconference Brief at 39-43; Samsung’s Postconference
Brief at 42-47.
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refrigerator prices.’®” Instead, the evidence indicates that Whirlpool was unable to use the tax credits
accrued during the period examined.® Respondent’s other claims of irregularities in Whirlpool’s
reported financial data are similarly unsupported by the record.’® We are satisfied that Whirlpool has
accurately reported its financial data for purposes of the preliminary phase of these investigations.

In sum, subject import volume and market share increased significantly during the period
examined, undersold the domestic like product to a significant degree, leading to significant declines in
most indicators of domestic industry performance. Therefore, for purposes of the preliminary phase of
these investigations, we conclude that subject imports had a significant adverse impact on the domestic
industry.

CONCLUSION

For the foregoing reasons, and based on the record in the preliminary phase of these
investigations, we determine that there is a reasonable indication that an industry in the United States is
materially injured by reason of subject imports from Korea that are allegedly subsidized and sold at LTFV
and by reason of subject imports from Mexico that are allegedly sold at LTFV.

187 See Samsung’s Postconference Brief at 43.

188 CR at VI-9; Petitioner’s Postconference Brief at 15. We note also that the preliminary phase record does not
confirm that the tax credits enable Whirlpool to lower prices. We intend to investigate this issue in any final phase
of the investigations.

189 Specifically, petitioner has reported that the fines Whirlpool paid in conjunction with the compressor antitrust
settlement were charged to Whirlpool’s Latin American Region, where the antitrust activities took place, and
therefore are not reflected in the financial data reported for its bottom mount refrigerator operations; that the
financial data reported for Whirlpool’s bottom mount refrigerator operations reflect no recall expenses because there
were no recalls of its bottom mount refrigerators; and that none of the restructuring charges associated with the
closure of Whirlpool’s Evansville, Indiana top mount refrigerator plant were allocated to its bottom mount
refrigerator operations, ***. Petitioner’s Answers to Questions from ITC Staff, Question 8-10.

Respondents also contend that Whirlpool allocated a disproportionate share of its total sales, general, and
administrative (“SG&A”) expenses to bottom mount refrigerators, Samsung’s Postconference Brief at 41; LG’s
Postconference Brief at 41, but the manner in which Whirlpool reported its SG&A had no effect on its reported
operating income. CR at VI-4 & n.3; PR at VI-1 & n.3. ***, Id.
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PART I: INTRODUCTION

BACKGROUND

These investigations result from a petition filed on March 30, 2011, by Whirlpool Corp.
(“Whirlpool”), alleging that an industry in the United States is materially injured or is threatened with
material injury, by reason of imports from Korea and Mexico of bottom mount combination refrigerator-
freezers (“bottom mount refrigerators”)* that are allegedly sold in the United States at less-than-fair-value
(“LTFV™) and subsidized by the Government of Korea. Information relating to the background of these
investigations is provided below.?

Effective date

Action

March 30, 2011

Petition filed with Commerce and the Commission; Commission institutes investigation (76
FR 19125, April 6, 2011)

April 20, 2011 Commission’s conference?

April 26, 2011 Initiation of countervailing duty investigation on Korea by Commerce (76 FR 23298)
April 26, 2011 Initiation of antidumping investigations by Commerce (76 FR 23281)

May 13, 2011 Commission’s vote

May 16, 2011 Commission’s determinations transmitted to Commerce

May 23, 2011 Commission’s views transmitted to Commerce

L A list of witnesses that appeared at the conference is presented in app. B.

ORGANIZATION OF REPORT

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) provides that in
making its determinations of injury to an industry in the United States, the Commission—

shall consider (I) the volume of imports of the subject merchandise, (I1) the effect of
imports of that merchandise on prices in the United States for domestic like products,
and (111) the impact of imports of such merchandise on domestic producers of
domestic like products, but only in the context of production operations within the
United States; and. . . may consider such other economic factors as are relevant to
the determination regarding whether there is material injury by reason of imports.

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

In evaluating the volume of imports of merchandise, the Commission shall consider
whether the volume of imports of the merchandise, or any increase in that volume,

1 A complete description of the imported product subject to these investigations is presented in The Subject
Product section located in Part | of this report.

2 Federal Register notices cited in the tabulation are presented in app. A.
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either in absolute terms or relative to production or consumption in the United
States is significant.

In evaluating the effect of imports of such merchandise on prices, the Commission
shall consider whether . . . (I) there has been significant price underselling by the
imported merchandise as compared with the price of domestic like products of the
United States, and (1) the effect of imports of such merchandise otherwise depresses
prices to a significant degree or prevents price increases, which otherwise would
have occurred, to a significant degree.

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

(1) actual and potential declines in output, sales, market share, profits, productivity,
return on investments, and utilization of capacity, (11) factors affecting domestic
prices, (1) actual and potential negative effects on cash flow, inventories,
employment, wages, growth, ability to raise capital, and investment, (IV) actual and
potential negative effects on the existing development and production efforts of the
domestic industry, including efforts to develop a derivative or more advanced
version of the domestic like product, and (V) in {an antidumping investigation}, the
magnitude of the margin of dumping.

Information on the subject merchandise, alleged margins of dumping and subsidies, and domestic
like product is presented in Part I. Information on conditions of competition and other relevant economic
factors is presented in Part Il. Part 11 presents information on the condition of the U.S. industry,
including data on capacity, production, shipments, inventories, and employment. The volume of imports
of the subject merchandise is presented in Part IV and pricing of domestic and imported products is
presented in Part V. Part VI presents information on the financial experience of U.S. producers.
Information obtained for use in the Commission’s consideration of the question of threat of material
injury is presented in Part VII.

U.S. MARKET SUMMARY

The U.S. market for bottom mount refrigerators totaled approximately $*** and *** units in
2010. Currently, five firms produce bottom mount refrigerators in the United States,
(1) Whirlpool; (2) Sub-Zero, Inc., (“Sub-Zero); (3) General Electric Co. (“GE”); (4) Haier America
Refrigerators Co., Ltd. (“Haier America”), and (5) Viking Range Corp. (“Viking”). These firms are
believed to account for all U.S. production of bottom mount refrigerators in 2010. During the period of
investigation, Whirlpool accounted for the vast majority of U.S. production of bottom mount
refrigerators, and in 2010, accounted for *** percent of total reported U.S. production. At least four firms
have reported importing bottom mount refrigerators from the subject countries since 2008. Two firms,
LG Electronics USA, Inc. (“LG”) and Samsung Electronics America, Inc. (“Samsung”), U.S. subsidiaries
of foreign producers in Korea and Mexico, accounted for the vast majority of reported imports from
Korea and Mexico. ***.

U.S. producers’ U.S. shipments of bottom mount refrigerators totaled *** units valued at $*** in
2010, and accounted for *** percent of apparent U.S. consumption by quantity (*** percent by value).
U.S. shipments of imports from Korea totaled *** units valued at $*** in 2010, and accounted for ***
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percent of apparent U.S. consumption by quantity (*** percent by value), while U.S. shipments of
imports from Mexico totaled *** units valued at $***, and accounted for *** percent of apparent
consumption by quantity (*** percent by value). U.S. shipments of imports from all other sources
combined totaled *** units valued at $***, and accounted for *** percent of apparent consumption by
quantity (*** percent by value).

Bottom mount refrigerators are a consumer product used for residential refrigeration and freezing
of foodstuffs installed in kitchens throughout the United States. Bottom mount refrigerators are generally
considered to be the high-end, premium category of the U.S. combination refrigerator-freezer market.

SUMMARY DATA AND DATA SOURCES

A summary of data collected in these investigations is presented in appendix C, table C-1. U.S.
industry data are based on questionnaire responses of three U.S. producers that accounted for virtually all
of U.S. production of bottom mount refrigerators during the period of investigation.* Data for U.S.
imports from Korea, Mexico, and nonsubject countries are based on responses to the Commission’s U.S.
importer’s questionnaire. Foreign industry data are based on responses to the Commission’s U.S. foreign
producer’s questionnaires. Appendix C, table C-2 presents data submitted by U.S. producers and U.S.
importers regarding their top mount refrigerator operations. Appendix C, table C-3 presents data
submitted by U.S. producers and U.S. importers regarding their side by side refrigerator operations.
Appendix C, table C-4 compiles data for all refrigerators models (top mount, side by side, and bottom
mount). (See Domestic Like Product Issues later in Part I). Finally, Appendix C, table C-5 presents U.S.
industry data with the U.S. industry data of *** removed.

PREVIOUS AND RELATED INVESTIGATIONS

There have been no previous antidumping or countervailing duty investigations on bottom mount
refrigerators. In 2008, however, Whirlpool filed a complaint under section 337 of the Tariff Act of 1930
alleging that U.S. imports of certain refrigerators and components thereof infringed upon a number of
Whirlpool patents.* Among the patent infringement claims alleged in the complaint, one claim pertained
to bottom mount refrigerators. Whirlpool named LG Electronics, Inc., LG Electronics USA, Inc., and LG
Electronics Monterrey Mexico, S.A. de C.V. as respondents. In 2010, the Commission affirmed the
ALJ’s findings and determined that U.S. imports did not infringe on Whirlpool’s patents and the
investigation was terminated. °

% U.S. industry data is compiled using the U.S. producer questionnaire responses of Whirlpool, GE, and Viking.
Haier America did not submit usable trade, financial, or pricing data in its response. Sub-Zero did not submita U.S.
producer questionnaire.

* In the Matter of Certain Refrigerators and Components Thereof; Notice of Investigation, 73 FR 10285,
February 26, 2008.

% Certain Refrigerators and Components Thereof; Notice of the Commission’s Final Determination of No
Violation of Section 337, Extension of Target Date, Termination of the Investigation, 75 FR 7520, February 19,
2010. In March 2010, a federal court jury found that LG did infringe upon a number of Whirlpool patents and
awarded damages. Petition, p. 11 fn. 15.
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NATURE AND EXTENT OF ALLEGED SALES AT LTFV

On April 26, 2011, Commerce published a notice in the Federal Register of the initiation of its
antidumping investigation on bottom mount refrigerators from Korea and Mexico.® The alleged estimated
weighted-average dumping margins (in percent ad valorem), as reported by Commerce are summarized in

the tabulation below:

Country Estimated dumping margin (percent ad valorem)
Korea 34.16 to 61.82
Mexico 23.10 to 183.18

Source: Bottom Mount Combination Refrigerator-Freezers From the Republic of Korea and Mexico: Initiation of
Antidumping Duty Investigations; 76 FR 23281, April 26, 2011.

NATURE OF ALLEGED COUNTERVAILABLE SUBSIDIES

On April 26, 2011, Commerce published a notice in the Federal Register of the initiation of its
countervailing duty investigation on bottom mount refrigerators from Korea. In its notice, Commerce
listed the following programs alleged in the petition to have provided countervailable subsidies to
producers of bottom mount refrigerators in Korea:’

1. Korean Export-Import Bank Subsidy Programs

2. Korea Development Bank and Industrial Bank of Korea Short-Term Discounted Loans for

Export Receivables

3. Korea Trade Insurance Corporation—-Export Insurance and Export Credit Guarantees

4. Production Facilities Subsidies: Gwangju Metropolitan City Programs

5. Production Facilities Subsidies: Changwon City Subsidy Programs

6. Gyeongsangnam-do Province and Korea Energy Management Corporation Energy Savings

Subsidies

7. Government of Korea Facilities Investment Support: Article 26 of the Restriction of Special

Taxation Act

8. Government of Korea Targeted Subsidies

¢ Bottom Mount Combination Refrigerator-Freezers From the Republic of Korea and Mexico: Initiation of
Antidumping Duty Investigations; 76 FR 23281, April 26, 2011.

" Bottom Mount Combination Refrigerator-Freezers From the Republic of Korea: Initiation of Countervailing

Duty Investigations; 76 FR 23298, April 26, 2011.
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THE SUBJECT PRODUCT
Commerce’s Scope
Commerce has defined the scope of these investigations as follows:

The products covered by these investigations are all bottom mount combination
refrigerator-freezers and certain assemblies thereof from Korea and Mexico. For
purposes of the investigations, the term “bottom mount combination refrigerator-
freezers” denotes freestanding or built-in cabinets that have an integral source of
refrigeration using compression technology, with all of the following characteristics:

(1) The cabinet contains at least two interior storage compartments accessible
through one or more separate external doors or drawers or a combination
thereof;

(2) The upper-most interior storage compartment(s) that is accessible through an
external door or drawer is either a refrigerator compartment or convertible
compartment, but is not a freezer compartment;* and

(3) There is at least one freezer or convertible compartment that is mounted
below the upper-most interior storage compartment(s).

For purposes of the investigation, a refrigerator compartment is capable of
storing food at temperatures above 32 degrees F (0 degrees C), a freezer compartment is
capable of storing food at temperatures at or below 32 degrees F (0 degrees C), and a
convertible compartment is capable of operating as either a refrigerator compartment or
a freezer compartment, as defined above.

Also covered are certain assemblies used in bottom mount combination
refrigerator-freezers, namely: (1) Any assembled cabinets designed for use in bottom
mount combination refrigerator- freezers that incorporate, at a minimum: (a) an external
metal shell, (b) a back panel, (c) a deck, (d) an interior plastic liner, (e) wiring, and (f)
insulation; (2) any assembled external doors designed for use in bottom mount
combination refrigerator-freezers that incorporate, at a minimum: (a) an external metal
shell, (b) an interior plastic liner, and (c) insulation; and (3) any assembled external
drawers designed for use in bottom mount combination refrigerator-freezers that
incorporate, at a minimum: (a) an external metal shell, (b) an interior plastic liner, and
(c) insulation.

The products subject to the investigation are currently classifiable under
subheadings 8418.10.0010, 8418.10.0020, 8418.10.0030, and 8418.10.0040 of the
Harmonized Tariff System of the United States (“HTS”). Products subject to the
investigation may also enter under HTSUS subheadings 8418.21.0010, 8418.21.0020,
8418.21.0030, 8418.21.0090, and 8418.99.4000, 8418.99.8050, and 8418.99.8060.
Although the HTS subheadings are provided for convenience and customs purposes, the
written description of the merchandise subject to this scope is dispositive.

! The existence of an interior sub-compartment for ice-making in the upper-most storage
compartment does not render the upper-most storage compartment a freezer compartment.



Tariff Treatment

Bottom mount refrigerators are provided for in Harmonized Tariff Schedule of the United States
(“HTS”) subheading 8418.10.00 and imported under HTS statistical reporting numbers 8418.10.0010,
8418.10.0020, 8418.10.0030, and 8418.10.0040. Products subject to the investigation may also be
imported under HTS subheadings 8418.21.00, 8418.99.40, and 8418.99.80 (statistical reporting numbers
8418.21.0010, 8418.21.0020, 8418.21.0030, 8418.21.0090, and 8418.99.4000, 8418.99.8050, and
8418.99.8060). All of these HTS subheadings have general duty rates of free.?

Physical Characteristics and Uses

A refrigerator is a cooling appliance for the storage and preservation of perishable food and
beverages. A refrigerator maintains a cold temperature above the freezing point of water. Combination
refrigerator-freezers also contain a separate freezer compartment which maintains temperatures below
freezing.®

Combination Refrigerator-Freezer Styles in the U.S. Market

Currently in the U.S. market, there are three primary styles of refrigerators. They include: (1) top
mount combination refrigerator-freezers (“top mount refrigerators™); (2) side-by-side combination
refrigerator-freezers (“side-by-side refrigerators™); and (3) bottom mount refrigerators. Some market
participants also subdivide the bottom mount refrigerator market segment into three subcategories based
on its configuration of doors. These subcategories include: (1) a two-door configuration (“two-door
bottom mount refrigerator™), (2) a three-door or French door configuration (“french door bottom mount
refrigerator”), and (3) multi-door or four-door French door configuration (“four door french door bottom
mount refrigerator”). A general description of the various style types and configurations for these
combination refrigerator-freezers follows.

Top Mount Refrigerators

This style of combination refrigerator-freezer has a freezer compartment on the top and
refrigerator compartment on the bottom (see Figure 1). This is the oldest and most common refrigerator-
freezer configuration. Model widths range from about 24 to 36 inches with capacities from 10 to 25 cubic
feet. The top mount refrigerator style generally costs the least among the three general refrigerator styles.

8 Harmonized Tariff Schedule of the United States (2011).
® Petition, p. 12.
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Figure 1
Top mount style refrigerator

|

Side-by-Side Refrigerators

This style combination refrigerator-freezer has the refrigerator compartment and the freezer
compartment positioned vertically next to each other (see Figure 2). Side-by-side refrigerators tend to be
more expensive and are available in larger capacity models than top mount refrigerators. This particular
style of refrigerator is available with product features such as water and ice dispensers which are
generally not available on top mount refrigerators.



Figure 2
Side-by-side style refrigerator

Source: Whirlpool
Bottom Mount Refrigerators

This style of combination refrigerator-freezer positions the freezer compartment at the bottom of
the unit below the refrigeration compartment which places the more-often used refrigerator compartment
at eye level in combination with wider refrigeration and freezer storage space compared to a side-by-side
refrigerator (see Figure 3).° Bottom mount refrigerators are available in a range of depths (counter depth
versus standard depth), widths (30, 33, or 36 inch), and capacities.'* Bottom mount refrigerators are
produced in a variety of configurations, including a two-door configuration, a French door configuration,
and a four-door French door configuration. A general description of these subcategories of bottom mount
refrigerators follows.

Two-door Bottom Mount Refrigerator

The two door bottom mount refrigerator configuration has one door for the refrigerator
compartment and one pull-out drawer, which accesses the freezer compartment, located under the
refrigerator compartment. The sole door that accesses the refrigerator compartment opens similarly to a
top mount refrigerator.

19 Conference transcript, pp. 24 (Bitzer); Whirlpool petition, p. 14.
1 Conference transcript, p. 101 (Herring).
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French Door Bottom Mount Refrigerator

The french door bottom mount refrigerator configuration has dual doors that access the
refrigerator compartment and one pull-out drawer, which accesses the freezer compartment, located under
the refrigerator compartment. The dual refrigerators doors are hinged to open as “french doors” to access
one refrigerator compartment.*?

Four Door, French Door Bottom Mount Refrigerator

The four door, french door bottom mount refrigerator configuration has dual doors that access the
refrigerator compartment and two pull-out drawers. The dual refrigerators doors are hinged to open as
“french doors” to access one refrigerator compartment. In this configuration, the fourth “door” (the
second freezer drawer) is typically used for refrigeration, freezing, soft-freezing, or is temperature
adjustable to select any of those options.*

Figure 3
Bottom mount refrigerators: Two-door style, French door style, Four door, French door style

Source: Whirlpool

12 As described in the staff report, this configuration would have three doors (two french doors and a freezer
drawer). Respondent Samsung describes this configuration of bottom mount refrigerator as a “multi door” bottom
mount to distinguish it from a two door bottom mount configuration. Samsung’s postconference brief, pp. 14-15.

3 Samsung offered a 4-door bottom mount which contained a “convertible” compartment with adjustable
temperature that could be used for refrigeration or soft freezing. Whirlpool reportedly included a similar
compartment in a recent bottom mount model, but did not offer that configuration within the period of investigation.
Petitioner’s postconference brief, Part I, Question 1.
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Manufacturing Process

A bottom mount refrigerator consists of several distinct systems manufactured from a wide
variety of materials. Some materials are purchased in bulk, others as cut, shaped and painted pieces, and
others are purchased as component systems. All of these components and systems are brought together
on as assembly line, and then are tested and packed for shipment.**

The petitioner describes five separate production modules or sub-processes it utilizes in the
production of a bottom mount refrigerator. These are the production of the: (1) cabinet or outer shell; (2)
control system; (3) refrigerator door; (4) literature and labels, and (5) packaging. The components for
each module originate within five areas in petitioner’s production plant, including: materials receiving,
cabinet forming, fabrication support, plastics forming, and door foam. Different producers may originate
their components and assemblies in different departments, but the technology and process are all similar.*

The materials receiving department receives all purchased raw materials, pre-stamped or pre-
printed steel coils, blanks, electrical subassemblies, injection molded parts, mechanical kits such as
drawer glides, printed literature and labels, and packaging materials. Raw materials include the plastics
used to make refrigerator and door inner liners, the chemicals used to make insulating foam, and copper
and steel tubing.*®

The cooling system related components which include the compressor, evaporators, and
condensers are designed and sized by engineers and purchased from specialty manufacturers.
Compressor manufacturing is a highly specialized and high volume business. Most refrigerator
manufacturers buy compressors from a few global suppliers. The interior and exterior feature
components are designed by Whirlpool and the components are supplied by specialty suppliers.*’

The cabinet forming department produces the exterior metal shell of the refrigerator. Using semi-
automated equipment, raw metal blanks are formed from steel coils, stamped, and assembled. Some
components are pre-fabricated in the fabrication support and plastics forming departments and delivered
to the cabinet formers. The back panel and deck are assembled into the cabinet shell. Completed metal
cabinets are delivered to the assembly lines.*®

The fabrication support department processes raw materials such as coil sheet steel and copper or
steel tubing. Sheet steel is blanked to the appropriate size, then stamped and formed using custom dies.
The formed parts are cleaned, deburred, and painted as necessary. Such fabricated steel components go
into the cabinet and door modules. Purchased coils of copper and steel tubing are cut to length, formed,
and brazed into components of the cooling or ice water maker systems.*

The plastics forming department processes raw plastic granules or pellets principally into the
plastic liners for the cabinet, freezer, and door modules. The plastic granules are melted and extruded in
sheet form and cut to length. Cut to length sheets are delivered to thermo-forming equipment that uses
molds designed by Whirlpool to obtain the required geometry. The liners are trimmed, and holes
punched where required and delivered to the cabinet and door foam departments.”

The door foam departments first assemble the liner and steel exteriors along with ice and water
dispensing components, wire harnesses, gaskets, and handle anchors. The pre-foam assembled doors are
warmed and insulating foam is injected in the cavity between the liner and the door exterior, and allowed
to cure. The finished doors are then delivered to the assembly line.

14 Petition, p. 16.
15 1bid.

8 1bid., p. 17.

7 1bid.

'8 1bid.

9 Ibid., pp. 17-18.
2 |pid., p. 18.
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The manual assembly process consists of pre-foam cabinet assembly which includes exterior
cabinet shell and plastic inner liner. Before foaming the cabinet, the cooling system, control system and
other electrical components are attached to the cabinet or the liner on a moving conveyor. The insulating
foam is then injected into the cavity between the cabinet liner and exterior by automated foaming
equipment. Post-foam assembly includes fan motors, wiring, valves, and additional cooling system
assembly. The compressor, condenser, and evaporators are connected by brazing; the sealed system is
evacuated of all contaminants and charged with refrigerant and oil. The final manual assembly includes
the installation of the interior and exterior features and the doors. One hundred percent inspection is
performed on the cooling system, control system, and ice and water system. Fit and finish are visually
inspected.

After inspection, the finished unit is transferred to the packaging area where literature and labels
are applied and the unit is packaged. External protective packaging is applied manually before the unit is
automatically shrink-wrapped. The complete unit is then shipped to a distribution center.?!

Product Features

Bottom mount refrigerators are sold with a variety of product feature combinations. In its
petition, Whirlpool lists a number of examples of product features,? five of which were discussed at
length at the preliminary staff conference and in the postconference briefs. These product features
included: (1) the Energy Star (or E-star) rating, (2) capacity, (3) twin cooling (or dual evaporators), (4)
external ice and water dispensers, (5) LED lighting.?

Energy Star rating

Energy efficiency in refrigerators is indicated by an Energy Star rating which is based on the
maximum energy usage delineated by the Department of Energy (“DOE”), according to the location of
the freezer and thermodynamic properties of the configuration.* For bottom mount refrigerators, the
Energy Star rating is available to those, “whose energy usage is 20 percent better than the maximum
applicable energy usage level delineated by the DOE.”® Prior to April 2008, the Energy Star standard
was 15 percent. Petitioner reported that more than 95 percent of its bottom mount refrigerators sold
during the period of investigation were Energy Star rated.”® Samsung also noted that “virtually all multi-
door models are Energy Star rated.”?’

Capacity

Capacity refers to the amount of storage space inside the bottom mount refrigerator. Both the
petitioner and respondents discussed capacity as an important characteristic of bottom mount
refrigerators. Respondent LG explained that capacity, “is important to the high-end consumer segment,
for whom ‘bigger is better.””*® Respondents LG and Samsung stated that in order to meet the market

2! |bid, p. 19.

22 petition, p. 119.

28 Conference transcript, p. 33 (Bitzer).

¢ DOE promulgates different energy efficiency standards for bottom mount, top mount, and side-by-side models.
Petitioner’s postconference brief, Part I, Question 3.

% Petitioner’s postconference brief, Part I1, Question 3.

% petitioner’s postconference brief, Part I1, Question 2.

27 Samsung’s postconference brief, p. 31.

%8 LG’s postconference brief, p.6.
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demand for larger capacity refrigerators they developed “thin-wall” insulation technology. Thin-wall
insulation technology allows a manufacturer to provide more usable interior refrigeration capacity
without requiring the expansion of the exterior width of the refrigerator. For example, LG and Samsung
have used a “thin wall” construction to allow for a larger interior capacity (28 and 29 cubic feet compared
to their 26.5 cubic foot models) for the same 36 inch width refrigerator model. Maintaining the exterior
width of the refrigerator is important because the outer width of a refrigerator is limited by the size of the
kitchen space.”

H*hx30x k% 31

Twin Cooling or Dual Evaporators

The cooling system of a refrigerator consists of three major components: (1) the compressor, (2)
the evaporators, and (3) the condensers. These products are generally purchased from speciality
manufacturers. In a bottom mount refrigerator with a twin cooling system, the air for the refrigerator and
freezer is cooled separately with two evaporators and two fan systems. Twin cooling was a feature
offered in most of Samsung’s bottom mount refrigerators during the period of investigation. Petitioner
stated that it did not offer this feature in any of its bottom mounts but achieved similar results using
sensors, 3 33

External Ice and Water Dispenser

An external ice and water dispenser is a feature on a refrigerator that allows a user to access ice
and water through the exterior of the refrigerator door. The ice maker first produces ice which is stored in
a bin. A level on the exterior door activates a switch, which turns on a motor that rotates an auger. When
the auger rotates, it pushes ice out of the bin, through a chute to the user. The water dispenser works
much like the ice dispenser. A lever on the exterior of the refrigerator activates a switch which turns on
an electric water valve at the back of the refrigerator. Water flows through the valve into a tube then
flows into a container in the refrigerator to be chilled.

This is a feature offered by Whirlpool, Samsung, and LG on many of their bottom mount
refrigerator models.** LG argues that its icemaker is superior because it takes up less interior space than
other models.®* External ice and water dispensers are not typically available on two-door bottom mount
refrigerators, whereas they are widely available on French door models.*®

LED Lighting

Light-emitting diode (“LED™) lighting emits less heat and is more energy efficient than
traditional incandescent refrigerator lighting. Petitioner contends that subject imports employed LED
lighting more frequently than Whirlpool bottom mount refrigerators during the period of investigation.®’
Petitioner also noted that LED lighting first appeared in refrigerators in Europe nearly a decade ago and

2 LG’s postconference brief, p.6; Conference transcript, p.105 (Herring); Respondent Samsung’s postconference
brief, p. 32.

% petitioner’s postconference brief, Part 11, Question 1; Samsung postconference brief, p. 31.

% petitioner’s postconference brief, Part 11, Question 1.

% Ibid.

% 1bid.

% Samsung’s postconference brief, p. 35.

% LG’s postconference brief, p.31.

% Conference transcript, p. 102, (Herring).

% petitioner’s postconference brief, Part I1, Question 1.
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that the “Koreans did not ‘invent’ this technology. There is no technical obstacle to Whirlpool’s ability to
use LED lighting in its products.”®® Samsung noted that Whirlpool, Samsung, and LG all offer LED
lighting.*

DOMESTIC LIKE PRODUCT ISSUES

The petitioner contends that the Commission should find one domestic like product that is co-
extensive with the scope of the investigations as identified by Commerce.”® Petitioner argues that bottom
mount refrigerators are distinct from other consumer combination refrigerator-freezers available in the
market, such as top mount refrigerators and side-by-side refrigerators. In the preliminary phase of these
investigations, respondents do not dispute the petitioner’s domestic like product definition.**
Nonetheless, the Commission collected data regarding the top mount and side by side refrigerator U.S.
market segments.*?

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, production processes, and production employees; (3)
interchangeability; (4) customer and producer perceptions; (5) channels of distribution; and (6) price.
U.S. producer and U.S. importer questionnaire recipients were asked to comment on these factors.

Top Mount Refrigerators vs. Bottom Mount Refrigerators
Physical Characteristics and Uses

Of the three responding U.S. producers, two reported that top mount refrigerators did not have the
same physical characteristics as bottom mount refrigerators.* Petitioner argued that although the end
uses of refrigerating or freezing food are the same, bottom mount and top mount refrigerators have
different physical characteristics that make then distinctively different products. They stated that because
the freezer compartment of a bottom mount is below the refrigerator compartment the following
differences are evident between the products: (1) a bottom mount model is ergonomically superior to a
top mount model because in a bottom mount model the more often used refrigerator compartment is
entirely at eye level whereas with a top mount refrigerator a user must bend down to examine lower
refrigerator shelves; and (2) a bottom mount model is thermodynamically superior to a top mount model
because cold air descends thereby giving the bottom mount freezer compartment a more efficient cooling
mechanism than the top mount model. *** reiterated petitioner’s observations and added that top mount
models do not generally have an ice dispenser feature.*

Of the four responding U.S. importers, three reported that top mount refrigerators did have the
same physical characteristics as bottom mount refrigerators. Although citing that top mount and bottom
mount models have different configurations and features, these market participants stressed the similarity
of the general purpose of combination refrigerator-freezers regardless of model, namely, to refrigerate and

% Ibid.

% Samsung’s postconference brief, p. 36.

“0 petitioner’s postconference brief, pp. 7-8.

1 Samsung’s postconference brief, pp. 1-2; Conference transcript, p. 142 (Cunningham). The respondents noted
that they reserve the right to present arguments with regard to the definition of the domestic like product in any final
phase investigations. Ibid.

2 See Appendix C, tables C-2 and C-3.

3 Responses to U.S. producer questionnaire, question 11-11 of Whirlpool, GE, and Haier. ***, ***,

“ petitioners’ postconference brief, pp. 7-8. U.S. producer questionnaire responses of Whirlpool and GE,
question 11-11.
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freeze food.*
Common Manufacturing Facilities, Production Processes, and Production Employees

Of the three responding U.S. producers, two reported that top mount and bottom mount
refrigerators did not share common manufacturing facilities, production processes, or production
employees.*® *** 47

Of the four responding U.S. importers, three reported that top mount and bottom mount
refrigerators do share common manufacturing facilities, production processes, or production employees.

*%*x 48

Interchangeability

Of the three responding U.S. producers, two of the three reported that top mount refrigerators
were not interchangeable with bottom mount refrigerators.*® *** %

Of the four responding U.S. importers, two reported that top mount refrigerators are
interchangeable with bottom mount refrigerators. *** .

Customer and Producer Perceptions

Of the three responding U.S. producers, all three reported that top mount refrigerators were not
perceived by customers as a similar product as bottom mount refrigerators. ***.52 Of the four responding
U.S. importers, three reported that top mount refrigerators were not perceived by customers as a similar
product as bottom mount refrigerators, *** %

> Responses to U.S. importer questionnaire, question 11-7 of LG, Samsung, GE, and Best Buy. ***,

“ Responses to U.S. producer questionnaire, question 11-11 of Whirlpool, GE, and Haier. ***

“7 Petitioners’ postconference brief, pp. 7-8. U.S. producer questionnaire responses of GE and Whirlpool,
question 11-11.

“8 Responses to U.S. importer questionnaire, question 11-7 of LG, Samsung, GE, and Best Buy.

9 Responses to U.S. producer questionnaire, question 11-11 of Whirlpool, GE, and Haier. ***,

% petitioners’ postconference brief, pp. 7-8. U.S. producer questionnaire responses of GE and Whirlpool,
question 11-11.

%! Responses to U.S. importer questionnaire, question 11-7 of LG, Samsung, GE, and Best Buy.

52 Responses to U.S. producer questionnaire, question 11-11 of Whirlpool, GE, and Haier.

%% Responses to U.S. importer questionnaire, question 11-7 of LG, Samsung, GE, and Best Buy.
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Channels of Distribution

All of the three responding U.S. producers and four responding U.S. importers reported that top
mount refrigerators shared the same channels of distribution as bottom mount refrigerators. Petitioner
and respondents stated that *** %

Price

All of the three responding U.S. producers and four responding U.S. importers reported that
bottom mount refrigerators are ***.>> Average unit values of U.S. commercial shipments of top mount
refrigerators were $*** in 2010 compared to $*** for U.S. commercial shipments of bottom mount
refrigerators.

Side-by-Side Refrigerators vs. Bottom Mount Refrigerators
Physical Characteristics and Uses

Of the four responding U.S. producers, all four reported that side-by-side refrigerators did not
have the same physical characteristics as bottom mount refrigerators.® Petitioners argue that although the
end use of refrigerating or freezing food are the same, bottom mount and side-by-side refrigerators have
different physical characteristics that make them distinctively different products. They stated that ***.>

Of the five responding U.S. importers, three reported that side-by-side refrigerators did have the
same physical characteristics as bottom mount refrigerators. *** %

Common Manufacturing Facilities, Production Processes, and Production Employees

Of the four responding U.S. producers, two reported that side-by-side and bottom mount
refrigerators did not share common manufacturing facilities, production processes, or production
employees,>® *** &

Of the five responding U.S. importers, four reported that side-by-side and bottom mount
refrigerators do share common manufacturing facilities, production processes, or production employees.

*%*x 61

% Responses to U.S. producer questionnaire, question 11-11 of Whirlpool, GE and Haier.

% Ibid.

% Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier.

% Petitioner’s postconference brief, pp. 7-8. U.S. producer questionnaire response of GE & Whirlpool, question
11-13.

%8 Responses to U.S. importer questionnaire, question 11-11 of LG, Samsung, GE, Fisher & Paykel, and Best Buy.

% Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier. ***,

% petitioners’ postconference brief, pp. 7-8. U.S. producer questionnaire responses of GE and Whirlpool,
question 11-11.

81 Responses to U.S. importer questionnaire, question 11-11 of LG, Samsung, GE, Fisher & Paykel, and Best Buy.
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Interchangeability

Of the four responding U.S. producers, three reported that side by side refrigerators were not
interchangeable with bottom mount refrigerators,® *** 53

Of the five responding U.S. importers, three reported that side-by-side refrigerators are
interchangeable with bottom mount refrigerators. *** %

Customer and Producer Perceptions

Of the four responding U.S. producers, all four reported that side-by-side refrigerators were not
perceived by customers as a similar product as bottom mount refrigerators. All U.S. producers reported
that ***.65

Of the five responding U.S. importers, four reported that side-by-side refrigerators were not
perceived by customers as a similar product as bottom mount refrigerators, *** %

Channels of Distribution

All of the four responding U.S. producers and four responding U.S. importers reported that side-
by-side refrigerators shared the same channels of distribution as bottom mount refrigerators. ***.5

Price

All of the four responding U.S. producers and four responding U.S. importers reported that
bottom mount refrigerators are generally higher priced than side-by-side refrigerators.®® Petitioner
acknowledged, however, that there may be occasionally some overlap in pricing between low-end bottom
mount models and high-end side-by-side models.®® Average unit values of U.S. commercial shipments of
side-by-side refrigerators were $*** in 2010 compared to $*** for U.S. commercial shipments of bottom
mount refrigerators.

82 Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier.

88 Petitioners’ postconference brief, pp. 7-8. U.S. producer questionnaire responses of GE and Whirlpool,
question 11-11.

% Responses to U.S. importer questionnaire, question 11-11 of LG, Samsung, GE, Fisher & Paykel, and Best Buy.

% Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier.

% Responses to U.S. importer questionnaire, question 11-11 of LG, Samsung, GE, Fisher & Paykel, and Best Buy.

%7 Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier.

%8 Responses to U.S. producer questionnaire, question 11-13 of Whirlpool, GE, Viking, and Haier.

% Petitioners’ postconference brief, pp. 7-8.
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET*

U.S. MARKET SEGMENTS

Within the refrigerator market, bottom mount refrigerators generally represent the highest-price
and most feature-laden segment, although there may be some price overlap between the highest-priced
side-by-side refrigerators and the lowest-priced bottom mount refrigerators.” Most bottom mount
refrigerators sold in the U.S. market are produced by U.S. producer Whirlpool, Korean and Mexican
producers LG and Samsung, and Mexican producers Mabe and Electrolux. Producers and importers sell
bottom mount refrigerators to a national market.>

Bottom mount refrigerators are available with an array of different features, including dual
evaporators, LED lighting, LCD displays, and stainless steel exteriors. The petitioner described features
as “not rocket science,” meaning that most suppliers could supply most features, so that decisions over
whether to include particular features are a cost, not a technological, decision.*

LG stated that it divided the bottom mount refrigerator market into two segments: two-door and
multi-door (including with French doors). It described each segment as having different consumer
appeal, with the French door segment more likely to have more and newer features and to be sold to a less
price-sensitive consumer.® Similarly, Samsung stated that 94 percent of its bottom mount refrigerator
sales were in the multi-door segment, and that the two-door segment was “stagnant.”® Additionally, an
economic consultant for respondents alleged that Whirlpool was not present in the market for bottom
mount refrigerators with French doors and greater than 25.5 cubic feet capacity until 2009. He further
alleged this part of the market accounted for 80 percent of the increase in subject import volume.’

Korean and Mexican producers alleged that their success in the U.S. market has been due to their
development of the multi-door bottom mount refrigerator market, as well as their products’ higher quality,
finish, design, and technology.? Whirlpool responded that bottom mount refrigerators have been
produced domestically since the late 1960s, and that the market expanded when Whirlpool launched a
new range of bottom mount refrigerators in 2003. It described the market as growing from 2003 to 2006,
and alleged that LG did not enter it until 2007. It added that Consumer Reports rates Whirlpool bottom
mount refrigerators at least as highly as subject imports.°

1> syubmitted producers' and importers' questionnaires. For purposes of this chapter, and unless otherwise
noted, ***,

2 Conference transcript, p. 77 (Bitzer).

3 ***'

4 Conference transcript, pp. 34, 59-60 (Bitzer). Home Depot agreed with the characterization of features as “not
rocket science.” Conference transcript, p. 129 (Baird).

5 Conference transcript, pp. 100-102 (Herring).

® Conference transcript, p. 117 (Politeski).

" Conference transcript, p. 135 (Klett).

8 Conference transcript, p. 13 (Cunningham).

® Conference transcript, pp. 22, 26 (Bitzer), and p. 126 (Baird). Samsung entered the bottom mount refrigerator
market in 2007. Conference transcript, p. 113 (Politeski).
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CHANNELS OF DISTRIBUTION

The petitioner described bottom mount refrigerators as being sold mostly through retail
channels, although there is also a “contract” channel for builders of new housing developments.® Table
11-1 presents channels of distribution for U.S. producers as well as for U.S. importers of subject product
from Korea and Mexico and nonsubject product from other countries. All suppliers ship the vast majority
of their bottom mount refrigerators to distributors.

Distributors include large retailers such as Best Buy, Home Depot, Lowe’s, and Sears. LG stated
that for multi-door bottom mount refrigerators four retail chains (Best Buy, Home Depot, Lowe’s, and
Sears) account for 80 percent of U.S. sales.”* Home Depot added that two of the four large retailers
(including Home Depot) have “fair floors” in which the salespeople have not seen the retailers’ margins
and receive no incentive for selling particular products due to differences in profit margins to the
retailer.*?

Table 1I-1
Bottom mount refrigerators: U.S. producers’ and U.S. importers’ U.S. shipments of subject
product, by channels of distribution, 2008-10

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply
Domestic Production

Based on available information, U.S. bottom mount refrigerators producers have the ability to
respond to changes in demand with moderate-to-large changes in the quantity of shipments of U.S.-
produced bottom mount refrigerators to the U.S. market. Capacity utilization remains low and there are
substantial exports and some inventories. However, the ability of U.S. producers to increase shipments
can also be affected by the degree to which production alternatives can be easily switched into bottom
mount refrigerator production.

Industry capacity

U.S. capacity utilization fell in 2009 from 2008 levels, before rebounding somewhat in 2010, but
never exceeding its level of *** percent in ***, U.S. capacity was relatively stable over 2008 to 2010,
varying a maximum of *** percent between 2009 and 2010. However, GE has announced plans to open
a Kentucky manufacturing facility for French door refrigerators, with product potentially available in
May 2012.%

Among U.S. producers, *** described changes in the product range or marketing of bottom
mount refrigerators since January 1, 2008 as consisting of numerous new products and features including

1 Whirlpool described this market as difficult to obtain exact information on, but estimated that it was less than
15 percent of the total bottom mount refrigerator market. Conference transcript, pp. 30, 58 (Bitzer).

1 LG’s postconference brief, p. 10.
12 Conference transcript, p. 123 (Baird). Home Depot did not name the four large retailers that it discussed.
13 Conference transcript, p. 128 (Baird).
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higher capacity models, models with greater energy efficiency, four-door models, improved interface
(e.g., LCD), better lighting (LED), in door ice (IDI), and dual evaporators. It added that most of the
innovations in the refrigeration industry have been in the bottom mount segment. However, *** stated
that there had been no such changes, and noted that ***,

*** stated that they had not experienced any difficulty in supplying customers of bottom mount
refrigerators since January 1, 2008.

Alternative markets

Exports comprised a growing share of U.S. producers’ shipments of bottom mount refrigerators,
reaching a peak level of *** percent in 2010.

Inventory levels

U.S. producers’ inventories fell in 2009 from 2008 levels, before rebounding in 2010 to account
for *** percent of production in that year.

Production alternatives
Among U.S. producers, ***,
Subject Imports

*** had imported from both Korea and Mexico since January 1, 2008. Analysis of their answers
to questions that could apply to their supply from both Korea and Mexico, as well as from nonsubject
countries, are presented here; analysis of their Korea- and Mexico-specific answers are presented further
below.

*** importers indicated that there had been product mix or marketing changes since January 1,
2008. *** stated that 80 percent of sales of refrigerators that retail at over $1,500 are now bottom mount
refrigerators, and added that marketing and promotions for bottom mount refrigerators had increased. ***
cited increased sales because of increased consumer preference for bottom mount refrigerators and
models with more features (including larger capacity). *** alleged that it has led the bottom mount
refrigerator industry in terms of innovations, citing examples such as its introduction of ***,

When asked if they had experienced any difficulty in supplying customers of bottom mount
refrigerators, *** stated that they had not. *** stated that demand spikes and raw material shortages can
cause supply problems, but that these issues are usually resolved within one month. *** stated that it had

*k*k

Korea

Based on available information, Korean producers have the ability to respond to changes in
demand with moderate changes in the quantity of shipments of bottom mount refrigerators to the U.S.
market. Korean producers’ ability to respond to demand changes depends in part on whether Korean
producers can again increase capacity, as they did from 2008 to 2010, and whether they would switch to
or from other production alternatives. Korean capacity utilization is high and inventories are very low,
but there are substantial alternative export markets.
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Industry capacity

Korean capacity utilization was approximately *** percent in 2008 and 2009 before rising to
almost *** percent in 2010. Overall Korean capacity rose *** percent from 2008 levels to 2010 levels.
*** stated that it would ***.

Korean producers reported no major changes in operations other than ***,

Alternative markets

Over 2008-10, Korean home market shipments accounted for between *** and *** percent of
total Korean producers’ shipments of bottom mount refrigerators, while shipments to the U.S. market
ranged from *** to *** percent. Over the same period, Korean shipments to third country markets were
always more than shipments to U.S. markets, but are forecast to fall to less than shipments to the U.S.
market in 2011.

Production alternatives
Korean producers reported that they ***, but *** added that ***
Inventory levels

Korean producer inventories represent a small share of Korean production, never exceeding ***
percent over 2008 to 2010.

Mexico

Based on available information, Mexican producers have the ability to respond to changes in
demand with moderate-to-low changes in the quantity of shipments of bottom mount refrigerators to the
U.S. market. As with Korean producers, Mexican producers’ ability to respond to demand changes
depends in part on whether Korean producers can again increase capacity, as they did from 2008 to 2010,
and whether they would switch to or from other production alternatives. Mexican capacity utilization is
high, inventories are low, and most shipments go to the United States.

Industry capacity

Mexican capacity utilization was approximately *** percent in 2008 and 2009 before rising to
almost *** percent in 2010. Overall Mexican capacity rose by *** percent from 2008 levels to 2010
levels.

Among Mexican producers, ***, ***_ Qther Mexican producers ***,

Alternative markets

Mexican exports to the United States accounted for over *** of total Mexican shipments in 2009
and 2010. Shipments to Mexico never accounted for more than *** percent of total shipments.
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Production alternatives
Mexican producers reported that they *** 14
Inventory levels

Mexican producer inventories were a small part of total shipments over 2008 to 2010, never
exceeding *** percent.

Nonsubject Imports

Nonsubject imports accounted for a small share of the U.S. market, falling to *** percent of U.S.
consumption in 2010.

U.S. Demand

Based on the available information, it is likely that changes in the price level of bottom mount
refrigerators will result in a moderate change in the quantity of bottom mount refrigerators demanded.
The degree of responsiveness of demand depends on how much of the market for bottom mount
refrigerators consists of less-price-sensitive consumers that buy bottom mount refrigerators for
ergonomic, style, or feature reasons and will not switch quickly into other refrigeration options based on
price.

End Uses

Producers and importers generally described the end uses of bottom mount refrigerators as
residential food and beverage refrigeration; however, *** did note that there were also some commercial
uses.

Substitute Products

Producers and importers generally noted that other refrigerators could be substitutes for bottom
mount refrigerators, but that such substitution had so far been limited because non-price factors often
influence purchasing decisions among refrigerator types.

Among producers, *** described side-by-side refrigerators as having “medium/high”
substitutability with bottom mount refrigerators, while top mount refrigerators and all refrigerators had
“medium” substitutability with bottom mount refrigerators, and freezers had “lower” substitutability with
bottom mount refrigerators. It added that none of the potential substitutes had had price changes that had
affected the prices of bottom mount refrigerators. *** also listed the same products as substitutes (adding
refrigerators that are not based on compressor technology), and similarly described purchasers as making
decisions about their preferred refrigerator type without sensitivity to the prices of potential substitutes.”

Among importers, *** stated that there were no substitutes for bottom mount refrigerators. ***
listed side-by-side and top mount refrigerators as substitutes for bottom mount refrigerators, but added
that changes in the prices of those products had not affected the prices of bottom mount refrigerators. In
addition, *** described top mount refrigerators as appealing most to price-sensitive consumers. It stated
that although top mount refrigerators may compete with two door bottom mount refrigerators, the top

14 %xx

15 %xx
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mount refrigerator will generally be less expensive. It further described the side-by-side refrigerator as
more expensive than top mounts and two-door bottom mounts, but less expensive than the multi-door
bottom mount refrigerator. It added that the multi-door bottom mount refrigerator is generally the
highest-priced refrigerator and usually offers the “latest features and most innovative styles.” As such, it
has appealed to some of the same types of consumers that used to buy side-by-side refrigerators.

Demand Characteristics

Demand for bottom mount refrigerators is driven in part by demand from less-price-sensitive
consumers that value features and style. Demand is also driven by the increasing prevalence and duration
of promotional periods, such as the increasingly important “Black Friday” sales.

At the conference, Whirlpool described consumers as looking at bottom mount refrigerators “very
differently” than other refrigerators, in part because of the appeal of the eye-level refrigerator
compartment.'® LG also described the convenience of bottom mount refrigerators as one key to their
popularity, but added that style and design also play a key role in consumer decisions concerning bottom
mount refrigerators. It stated that as refrigerators play a larger role as the visual centerpiece of a kitchen,
consumers of bottom mount refrigerators are placing more importance on stylistic qualities such as stylish
handles, contoured doors, and hidden hinges. Additionally, it described thin walls as a feature that
consumers found important due to the space constraints of fitting a bottom mount refrigerator in a
kitchen.!” Similarly, Samsung described itself as the “recognized leader” of innovative bottom mount
refrigerator products, and distinguished itself from Whirlpool, which it described as not having updated
its model from 2003 to 2007, and instead competing primarily on price.** Whirlpool disputed these
allegations in its postconference brief, alleging that Korean producers did not invent some of the features
that they said that they had.*

Home Depot also described consumer demand for bottom mount refrigerators as being driven by
“cosmetics,” i.e., how the product looks and feels to consumers. It described knobs that might cost only
cents making a difference of hundreds of dollars in terms of what consumers are willing to pay for a
product.?

Additionally, LG described refrigerator demand as falling into two categories: replacement and
upgrade demand. Replacement demand occurs when a consumer’s refrigerator breaks, and the consumer
desires a new refrigerator quickly. LG described the upgrade market (about 40-45 percent of the total
refrigerator market) as the target of a larger share of promotional activity than the replacement market.?

16 Conference transcript, pp. 24, 26 (Bitzer).

17 Conference transcript, pp. 103-106, 110 (Herring). Samsung also described thin-walls, and in particular thin
wall insulation that it introduced, as an important characteristic of its bottom mount refrigerators. Conference
transcript, p. 113 (Politeski).

18 Conference transcript, p. 115 (Politeski).

19 petitioner’s postconference brief, answers to ITC question 1.
20 Conference transcript, pp. 128-130 (Baird).

2! Conference transcript, pp. 106-108 (Herring).
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Business Cycles

Two producers and five importers indicated that the bottom mount refrigerator industry is subject
to distinctive business cycles or conditions of competition, with firms noting seasonal demand as well as
longer-term trends. *** cited the slowing of the wider economy and home construction as well as a
consumer shift to lower priced products as reducing its shipments. *** described sales in the second and
third quarters as typically higher than sales in the first and fourth quarters. It added that the housing
market and overall economy also affect demand. *** also noted increased demand in summer months
(with *** citing the season as the most likely time for refrigerators to break), and *** added that frequent
promotions (notably Black Friday) “changed demand cycles.”? *** described bottom mount refrigerator
demand as being affected by overall business cycle and economic conditions, by housing market
performance, by changing design tastes and lifestyle trends, and by government stimulus. *** indicated
that product innovation had become crucial for demand, and had driven demand for bottom mount
refrigerators higher even as overall refrigerator demand had fallen.

Producers and importe