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Dear Sir
Non-Confidential - Anti-Dumping Notice No. 2016/33 in respect of A4 Copy Paper

| refer to Fuji Xerox Australia’s (FXA) recent response to the importer questionnaire in relation
to the above investigation.

FXA wishes to make the following submissions in connection therewith. These submissions
are not exhaustive and FXA may make further submissions in the course of the investigation.
All submissions are considered by FXA to be confidential.

1. Australian economic transition

It is common ground that Australia is an open and developed economy with relatively high
costs especially in relation to real property, labour, energy and compliance. These costs are
influenced by a number of factors, including market fundamentals and government policy.

As a consequence of the relatively high cost base, Australian industry may struggle to
compete in certain circumstances with overseas suppliers, especially those from relatively
low cost or so called developing or emerging economies. This is particularly likely in the case
of low value, mass produced goods or commodities. Commentators have observed that, for
these reasons, Australia’s economy should transition over time to progressively higher value
manufacturing in order to be sustainable and competitive in the global marketplace. Such an
economic transition will not necessarily be easy and, like many market processes, will
inevitably produce winners and losers. Potential losers may use every means at their disposal
to prevent ordinary competition from proceeding, however, if they are successful this will bring
with it risks to consumers, who enjoy the benefits of lower prices and greater choice, and to
Australian exporters, who require fair access to foreign markets for their goods and services.

FXA notes that this is one of numerous allegations of dumping made by Australian Industry

in relation to commodity paper. Paper Australia Pty Ltd, which trades under the trade name
of Australian Paper (hereafter, AP) brought the most recent complaint as recently as 2012.
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Such investigations involve significant costs to all participants irrespective of their outcome.
The 2012/2013 investigation into paper (the 2012 / 2013 Investigation) was notable in that
it was terminated following a determination by the Commission that no exporters who were
investigated had dumping margins and those who were not investigated had immaterial
volumes. FXA respectfully submits that AP’s latest allegations of dumping should be read in
the context of this past history of complaint and Australia’s process of transition to high value
sustainable manufacturing.

2. AP’s Injury Claims

In its application for the imposition of anti-dumping measures, AP claimed that it had incurred

injury in the form of a significant number of areas: loss of sales volumes, reduced market

share, price depression, price suppression, loss of profits, reduced profitability, reduced
employment, reduced capacity utilisation and reduced return on investment (the AP Injury

Claims). ltis difficult to analyse the AP Injury Claims and the Commission’s response properly

as only general information has been disclosed in the Consideration Report, nevertheless, a

couple of important points need to be made:

« although FXA does not have access to information to establish whether or not dumping
has in fact occurred (which would require data from the exporters themselves), it appears
on its face that nothing disclosed in the Consideration Report is inconsistent with the thesis
that the exporters, which AP alleges to be dumping, may simply have a competitive
advantage in terms of cost (potentially one which is decreasing over time due to
inflationary pressures in their local economies and/or which may be impacted from time
to time for better or worse through exchange rate movements);

s given the 2012/2013 Investigation did not find dumping, it seems entirely illogical to now
refer back to 2012 and 2013 for the purpose of determining a detriment associated with
dumping and find it is established. It is clear that, as the 2012/2013 Investigation found no
dumping, any “loss” claimed to be suffered by AP must arise from other factors and that
the AP Injury Claims must fail insofar as that period is concerned; and

o similarly, if the evidence to establish the AP Injury Claims predominately relies on alleged
losses in volume and market share in the 2012 and 2013 period, in which dumping did not
occur, then the AP Injury Claims in relation to the other periods are likely to fail for lack of
causation.

The points are examined in more detail below.

The Consideration Report states that there are reasonable grounds to conclude that AP has

suffered loss of sales and reduced market share (see section 5.5.3 of the Consideration

Report) and that AP has gradually lost sales volume over the injury investigation period,

however, these general statements mask the following:

e there was a material increase in the exporter’'s volumes in 2013 against 2012, butin 2015
the exporter’s allegedly dumped volumes declined materially against the prior year, 2014;

e the export prices for allegedly dumped products have steadily increased from 2012, with
the greatest increase being in 2015;
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e the gap between the AP price and the exporter's prices for allegedly dumped product
appear narrower in 2015 than at any time since 2012,

(refer to Figures 2, 3, 10 and 11 of the Consideration Report). This begs the following

questions:

e if no dumping was found in the 2012 / 2013 Investigation, when the price differential
between the exported allegedly dumped product prices and AP prices was greatest and
when the volumes of the allegedly dumped product gained by exporters from AP were at
their highest, how likely is it that there is dumping in 2015 when the relevant exporter’s
prices are materially higher and when volumes enjoyed by those exporters have materially
declined?

e how is the increase in the exporter’s prices and the decrease in the exporter’s volumes of
allegedly dumped products in 2015 consistent with dumping during 20157

It seems unusual for AP to lose sales volume consistently each year in a market where
allegedly dumped imports, which were found not to be at dumped prices in 2012/13, are
increasing their prices each year. Further AP’s loss of sales volume each year is not matched
by yearly increases in sales volumes of allegedly dumped imports in commensurate amounts.

One would expect, if dumping were occurring, for the price of imports to fall in order to “buy”
sales volume and market share. This loss of sales volume no doubt would have an impact on
AP’s business. In particular, its cost to make and sell and, consequently, profits and
profitability, given that the production and sale of paper, as AP acknowledges, is a capital
intensive business with significant over capacity.

Also, the extent of price undercutting indicated in Figure 11 of the Consideration Report was
greatest in 2012 and has since progressively reduced as the price of allegedly dumped
imports increased and those of AP were progressively reduced. However, despite this decline
in the extent of alleged price undercutting, this has had no discernible effect on AP’s sales
volume, with the number of units sold by AP at its highest when the alleged price undercutting
by dumped imports was greatest in 2012 and thereafter declining as the extent of the alleged
price undercutting declined. This would suggest that the alleged price undercutting was not
the cause of AP’s decline in sales volume, which presumably has had the consequent effect
on its cost to make and sell, profits and profitability.

Further, AP’s exports of A4 Copy Paper to the US were recently the subject of a dumping
investigation, with the US Department of Commerce announcing its decision in January 2016.
AP’s exports of A4 Copy Paper were determined to having been exported to the US at
dumped prices with a dumping margin of 222.46%. No doubt this has and will continue to
have a significant impact on AP’s business. A dumping margin of that magnitude would
seemingly exclude its products from the market, creating excess capacity. This in turn would
impact upon its costs, profits and profitability. Such injury would be due to factors other than
imports at allegedly dumped prices.
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Curiously, the US Department of Commerce’s finding that AP’s export at dumped prices or
the dumping margin of 222.46% was not mentioned in the body of AP’s application, nor were
they explored in the Consideration Report. It would seem material to any injury analysis and
clearly can be taken into account in an injury analysis. This is acknowledged by AP by
referring to the outcome of that investigation in relation to other countries the subject of that
investigation.

2. Particular market situation

In its application, AP has claimed that a “particular market situation” exists in a number of the
countries whose exports are alleged to have been at dumped and subsidised prices. This
claim is misconceived.

AP has claimed that, for example, the Government of China has artificially lowered the price
of certain inputs to the manufacture of A4 Copy Paper. FXA is not in a position to comment
on whether or not the Government of China has artificially lowered the price of certain inputs
to manufacture, there would be no apparent reason for it to do so.

In any event, assuming that prices of certain inputs to manufacture were being artificially
lowered, the effect would be the same for A4 Copy Paper being exported and that sold
domestically. They are the same product.

Accordingly, even if the prices of certain inputs to manufacture were being artificially lowered,
it would not preclude a “proper comparison” between export prices and domestic selling as
required by section 269TAC(2)(ii) of the Customs Act 1901 and Article 2.2 of the WTO Anti-
Dumping Agreement. It does not render sales in the domestic market somehow “unsuitable”
when the same inputs to manufacture are used in the production of A4 Copy Paper for export.

Rather, there needs to be something intrinsic in the domestic market in the country of export
that renders sales in that market somehow “unsuitable” for use in comparing them with export
prices.

If, on the other hand, it is considered that prices are being artificially lowered and this is
somehow conferring a subsidy for manufacturers of A4 Copy Paper, then any such subsidy
would not only need to qualify as a “countervailable subsidy” but also it would need to be
determined to what extent the subsidisation of inputs to manufacture “flowed through” to the
end product. It cannot simply be assumed that the amount an input to manufacture is
subsidised flows through in full to the end product. A failure to assess to what extent the
subsidisation of an input to manufacture flows through to the end product would mean that it
is not known what amount of countervailing duties should be imposed to offset the amount of
the countervailable subsidy in the end product. It would result in excessive amounts of
countervailable duties contrary to the WTO Agreement on Subsidies and Countervailing
Duties.
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3. Response to the Importer Questionnaire

In its response to the Importer Questionnaire, FXA provided information, as required by the
questionnaire, on its sales volumes and prices of A4 Copy Paper during the investigation
period (i.e. 1 January 2015 to 31 December 2015).

[The redactions concern confidential information regarding FXA pricing and pricing strategy
during the investigation period.]

Further, the increase in prices by FXA in the Australian A4 Copy Paper market is also
consistent with the finding in the Consideration Report that prices for imported A4 Copy Paper
have increased throughout the period 2012 to 2015 (see Figure 10 on page 40 of the
Consideration Report).

This would seem to be the opposite of what one would expect in a market allegedly affected
by dumped imports. That is, presumably the price of the dumped imports would decrease in
order for them to maintain or gain market share and not to increase. That has not occurred.

The question, therefore, is why has AP’s sales volume fallen when the price of imports has
increased? The answer may be found more in the competitive advantage enjoyed by
exporters in low cost economies, than it does in any assertion of dumping.

4. Rebates
[This redacted section set out confidential information regarding FXA's rebate policy and
practice, including rebates to specific customers of FXA]

5. Profitability

[This section set out confidential information regarding FXA’s profits and profitability during
the investigation period, including factors affecting profits and profitability and associated
strategies going forward to improve profits and profitability.]

6. Conclusion

By way of conclusion FXA would like to reiterate that given the findings of the 2012/2013
Investigation and the relevant 2015 prices and volumes, FXA believes that the data presented
in the Consideration Report does not support the AP Injury Claims, even if dumping were to
be established. {Confidential information regarding FXA’s economic performance.]
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Yours sincerely,
FUJI XEROX AUSTRALIA

Lincoln Glendining
Executive General Manager,
Governance & Transformation
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