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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-731 (Final)

BICYCLES FROM CHINA

Determination

On the basis of the record' developed in the subject investigation, the Commission determines,?
pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) (the Act), that an industry in the
United States is not materially injured or threatened with material injury, and the eétablishment of an industry
in the United States is not materially retarded, by reason of imports from China of bicycles,’® provided for in
subheadings 8712.00.15, 8712.00.25, 8712.00.35, 8712.00.44, and 8712.00.48 of the Harmonized Tariff
Schedule of the United States, that have been found by the Department of Commerce to be sold in the United
States at less; than fair value (LTFV).
Background

The Commission instituted this investigation effective November 9, 1995, following a preliminary
determination by the Department of Commerce that imports of bicycles from China were being sold at LTFV
within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the institution of the
Commission’s investigation and of a public hearing to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade Commission, Washjﬁgton, DC,
and by publishing the notice in the Federal Register of December 20, 1995 (60 F.R. 65667). The hearing
was held in Washington, DC, on April 24, 1996, and all persons who requested the opportunity were

permitted to appear in person or by counsel.

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

? Commissioner Bragg dissenting and Commissioner Newquist dissenting with respect to bicycles shipped to the mass
merchandiser and “other retailer” channels.

* The scope of the investigation is defined in the Department of Commerce’s Notice of Final Determination of Sales at
Less Than Fair Value (61 F.R. 19026, April 30, 1996), as amended.
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VIEWS OF THE COMMISSION

Based on the record in this investigation, we find that an industry in the United States is neither
materially injured nor threatened with material injury by reason of imports of bicycles from the People's
Republic of China ("China") that have been found by the Department of Commerce ("Commerce") to be sold
in the United States at less than fair value ("LTFV").!

I. DOMESTIC LIKE PRODUCT AND DOMESTIC INDUSTRY
A.In General

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

Our decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and we apply the statutory standard of "like" or "most similar in characteristics and uses" on a
case-by-case basis.® No single factor is dispositive, and the Commission may consider other factors it deems
relevant based upon the facts of a particular investigation.” The Commission looks for "clear dividing lines
among possible like products" and disregards minor variations.®

! This investigation is subject to the Uruguay Round Agreements Act ("URAA") amendments to the Tariff Act of 1930
("the Act"). P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, amending section 701 et seq. of the Trade Act of
1930, 19 U.S.C. § 1671 et seq. Whether an industry in the United States is materially retarded is not an issue in this
investigation.

2 Commissioner Newquist finds that the industry producing bicycles sold through mass merchandisers, wholesale
clubs, and sporting goods stores is materially injured by reason of the LTFV imports. He concurs, however, that the
industry producing bicycles sold through independent bicycle dealers ("IBDs") is neither materially injured nor
threatened with material injury. See Additional and Dissenting Views of Commissioner Newquist. Commissioner
Bragg finds that the industry producing bicycles is materially injured by reason of the LTFV imports. See Separate and
Dissenting Views of Commissioner Bragg. She joins Sections I-III of the Commission’s Views, except where noted.

3 The URAA changes the terminology in the domestic industry provision by referring to "producers" instead of
"domestic producers" and by changing the term "like product” to "domestic like product." 19 U.S.C. § 1677(4)(A).

*19U.S.C. § 1677(4)(A).

519U.S.C. § 1677(10).

¢ See e.g., Nippon Steel Corp. v. United States, 19 CIT__, Slip Op. 95-55 at 11 (Apr. 3, 1995). The Commission
generally considers a number of factors including: (1) physical characteristics and uses; (2) interchangeability; (3)
channels of distribution; (4) common manufacturing facilities, production processes, and production employees; (5)

customer or producer perceptions; and, where appropriate, (6) price. Timken Co. v. United States, Slip Op. 96-8 at 9
(Ct. Int’l Trade, Jan. 3, 1996).

"E.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

® Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int'l Trade 1990), aff'd, 938 F.2d 1278 (Fed. Cir.
(continued...)




Commerce has defined the imported product subject to investigation in its final determination as
"bicycles of all types, whether assembled or unassembled, complete or incomplete, finished or unfinished,
including industrial bicycles, tandems, recumbents, and folding bicycles."® For the purposes of this
investigation, Commerce defines an "incomplete bicycle" as "a frame, finished or unfinished, whether or not
assembled together with or without seat post and seat pin."'® Thus, a frame without any components does not
fall within the scope of the investigation. Nor is the scope of the investigation intended to cover bicycle parts
except to the extent they are attached to or in the same shipment as an unassembled complete bicycle or an
incomplete bicycle.!

B. Analysis of Domestic Like Product

In the preliminary investigation, the Commission found one like product, encompassing all bicycles.'
In this final investigation, there is one like product issue presented -- whether bicycles sold in the independent
bicycle dealer ("IBD") channel and bicycles sold in the mass merchant channel constitute two domestic like
products. In general, there are two channels of distribution for bicycles in the U.S. market: (1) mass
merchandisers who typically sell large quantities of low-priced adult and juvenile bicycles; and (2) IBDs, who
traditionally sell higher quality, more sophisticated bicycles and have offered considerably more service than
the mass merchandisers.'® Several large retailers purchase the majority of bicycles in the mass merchandiser
channel, while the IBD channel consists of about 6,500 small retail establishments that specialize in
bicycles.'

Respondent Coalition for Fair Bicycle Trade (the "Coalition")'* asserts that the Commission should
find two separate domestic like products based on differing channels of distribution, while petitioner as well
as the other respondents argue that the Commission should find one like product. For the reasons discussed
below, we again find one like product in this final investigation, consisting of all bicycles, regardless of the
channels of distribution through which they are sold.

We find a significant overlap in the physical characteristics and uses of bicycles sold in the two
channels of distribution. The Coalition lists five features that distinguish any IBD bicycle from other
bicycles.!s While the Coalition is able to demonstrate that less sophisticated and/or lower cost components

(...continued)
1991).

® Notice of Final Determination of Sales at Less than Fair Value: Bicycles from the People's Republic of China, 61
Fed. Reg. 19026, 19027 (April 30, 1996).

1d.

11d.

12 Bicycles from China, Inv. No. 731-TA-731 (Preliminary) USITC Pub. 2893 at I-9 (May 1995).
3 Confidential Staff Report (CR) at I-4; Public Staff Report (PR) at I-3.

' CR at I-5-7; PR at I-4-6. The dominant mass merchandisers include Wal-Mart, Toys "R" Us, Target Stores, Sears
and K-Mart.

'3 The Coalition, which opposes the petition, is an ad hoc group comprised of importers of bicycles sold in the IBD
channel and of the National Bicycle Dealers Association (NBDA), a trade association representing the IBDs. See
Coalition's Prehearing Brief atn.1.

16 Coalition’s Prehearing Brief at 43-44. These features are: (1) weight of less than 33 pounds; (2) frame material of
1020 Grade high-tensile steel or better; (3) alloy rims; (4) for 26-inch-wheel or larger bicycles, models must have a
minimum of four frame sizes; and (5) tungsten inert gas ("TIG") or better welding.
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are generally used in mass merchandise bicycles, this does not distract from the basic similarities in physical
characteristics between the two types of bicycles. Bicycles sold into each distribution channel share many of
the same basic features: a fork, rear and front wheels, rear and front derailleurs, brakes, brake levers and/or
shifters, crankset, handlebar, stem, chain, pedals, and seat.

Moreover, while weight, composition, quality of componentry, and welding may affect the
performance of the bicycle, they do not alter the basic end use of the bicycle. Regardless of quality or channel
of distribution, most bicycles are used for recreation and transportation on sidewalks, bike paths, roads, and
trails. Accordingly, the channel of distribution does not generally affect the interchangeability of these
bicycles.!’

Although the available evidence indicates that U.S. producers are dedicated to production of either
mass merchandise or IBD bicycles, similar production equipment, processes, and employees are used to
manufacture bicycles sold to both channels.'® *

There are, however, differing market strategies between the channels. Mass merchandisers typically
negotiate prices on a sale-specific basis, while price lists are usually adhered to in the IBD channel

Notwithstanding these distinctions at the wholesale level, retailers in the different channels of
distribution compete for sales.? For example, mass merchandiser Toys "R" Us has adopted a strategy to
compete directly with IBDs by stocking bicycles that are advertised as having "bike shop qualities."* The
bicycle purchaser for Toys "R" Us indicated that the retailer has successfully offered high-end juvenile
products because it is "able to offer the consumers who want that little more expensive bike at a discount to
the IBD's."? '

17 The absence of complete interchangeability between all bicycles does not require the finding of separate domestic
like products. See Nippon Steel Corp. v. United States, Slip Op. 95-57 at 16-17.

B CR atI-11, PR atI-8. The TIG welding usually used in IBD bicycles requires the use of a skilled welder. CR atI-
12, PR at I-8. The Commission has declined to find that the use of some additional equipment or labor outweighs
commonality in basic manufacturing processes. See, e.g., Sweaters Wholly or in Chief Weight of Manmade Fibers from
Hong Kong, the Republic of Korea, and Taiwan, Inv. Nos. 731-TA-448-450 (Final) (Remand), USITC Pub. 2577 at 8-
9,11 (Nov. 1992).

1 Chairman Watson and Commissioner Crawford agree that individual firms in the domestic industry produce only for
the mass merchandise or the IBD markets but not for both. The similarity of production processes, equipment, and
employees should not, in their view, be considered in the abstract, but instead should be examined in terms of whether
the firms employing them are similarly affected by the subject imports. The practical inability of domestic mass
merchandise producers to become IBD producers and the practical inability of domestic IBD producers to become mass
merchandise producers would therefore ordinarily lead them to the conclusion that IBD and mass merchandise
producers would not be similarly affected, and so should be considered two different industries.

However, even though there is no practical overlap in production, there is in demand. The record indicates that
a reasonable fraction of the consumers at the high end of the mass merchandise segment also shop at the low end of the
IBD market, see n.24, infra, the existence of a "third channel" of bike sellers reflects this overlap, see CR at I-9, PR at I-
7. 1t is these consumers, and the choices they make, that would transmit the effects of even dumping isolated in the mass
merchandise segment right up the line to IBD manufacturers.

Chairman Watson and Commissioner Crawford also note that the petitioners themselves strongly urged the
Commission to adopt the like product definition it does today.

2 CR at V-4-5,PR at V-3,

2 Petitioners’ Prehearing Brief at 4 and Postconference Brief at I-9, 14-15; Toys "R" Us Prehearing Brief, Ex. 2.
22 Petitioners’ Prehearing Brief at 4 and Postconference Brief at I-9, 14-15.

B Transcript of Conference (April 26, 1995) ("Conference Tr.") at 141.
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Although serious bicycle enthusiasts are more likely to purchase from IBD retailers, the record
indicates that a significant number of final consumers perceive bicycles sold in either channel as capable of
meeting their recreational needs. For example, a market research study conducted by Toys "R" Us showed
that, of the customers surveyed, *** percent shopped at a specialty bike shop and *** percent shopped at a
sporting goods chain before making a bicycle purchase from Toys "R" Us."*

Further, the distinction between channels is obscured by the presence of "other channels" consisting
of sporting goods stores and discount warehouse clubs.” In the preliminary determination, the Commission
indicated that it intended to look more closely at the extent to which sales to retailers in these other channels
blur the distinction between bicycles sold to mass merchandisers and those sold to the IBDs.*® The
information obtained in the final investigation confirms that there are significant volumes of both IBD and
mass merchandise-type bicycles sold in "other" channels.”’

Notwithstanding that IBD bicycles usually sell for higher prices than mass merchandise bicycles,
there is a significant overlap in the prices commanded for the lower-end IBD bicycles and the upper-end mass
merchandise bicycles.?® For the lower-priced adult and children’s bicycles, which are the largest volume
products for mass merchandisers, there is a good deal of overlap from the IBD and other channels.?

In sum, while there are differences in traditional marketing and customer perceptions between
bicycles sold in the two channels of distribution, we do not believe these differences create a clear dividing
line warranting a finding of separate domestic like products based on these two channels. This is especially
true in light of the shared characteristics and uses of the two types of bicycles, the similar production
processes, the significant overlap of customers across channels of distribution, and in third channels of
distribution reflecting sales to independent sporting goods stores and discount warehouses, and in the
overlapping prices of the two types of bicycles.

We therefore find one domestic like product, encompassing all bicycles. However, we consider the
degree to which bicycles are sold in different channels of distribution to be a relevant condition of
competition for the bicycle industry.

C. Domestic Industry

In making its determination, the Commission is directed to consider the effect of the imports on the
domestic industry, defined as "the producers as a [w]hole of a domestic like product. . ." 19 U.S.C. §
1677(4)(A). One issue arises in this final investigation with respect to the definition of the domestic industry:
whether any of the producers of the domestic like product are related within the meaning of the statute and if
so, whether circumstances exist that warrant their exclusion from the domestic industry. As in our
preliminary determination,*® we find that it is not appropriate to exclude any of the domestic producers as
related parties.

 Toys "R" Us Prehearing Brief at Ex. 2.

% CR atI-6-7, PR at I-5-6.

26 USITC Pub. 2893 at I-8, n.27.

¥ See CR atI-15-1-16, PR at I-10 and Figure I-1, CR at I-6, PR at I-5.
%2 CR at1-15-16, PR at I-10.

®»Hd.

30 USITC Pub. 2893 atI-10-11.



The related parties provision, 19 U.S.C. § 1677(4)(B), as amended by the URAA, authorizes the
exclusion of certain producers from the domestic industry.® If the Commission determines that a domestic
producer meets the definition of a related party, the Commission may exclude such a producer from the
domestic industry if "appropriate circumstances" exist.*> The Commission finds such appropriate
circumstances when a domestic producer’s interest lies less in domestic production than in importation.
Exclusion of a related party is within the Commission's discretion based upon the facts presented in each
case.®

Three domestic bicycle producers -- Huffy, GT and Raleigh -- imported LTFV bicycles from China
during the period of investigation,®* and, thus, are related parties within the statutory definition. Appropriate
circumstances are not present, however, to warrant their exclusion from the domestic industry. GT and
Raleigh accounted for small percentages of total domestic production and total subject imports.3® ***36 hoth
have a commitment to and interest in domestic production.*’

Huffy is the largest producer of bicycles in the United States, and imported only limited types of
subject imports.® The ratio of Huffy's 1995 shipments of imported LTFV bicycles to its total 1995 U.S.
shipments of bicycles was quite small,*® making it clear that Huffy’s interests lie in domestie production
rather than in importation.

319 U.S.C. § 1677(4)(B) contains the definition of related parties.

219U.S.C. § 1677(4)(B). The primary factors the Commission has examined in deciding whether appropriate
circumstances exist to exclude a related party include:

¢)) the percentage of domestic production attributable to the importing producer;

03] the reason the U.S. producer has decided to import the product subject to investigation, i.e.,
whether the firm benefits from the LTFV sales or subsidies or whether the firm must import
in order to enable it to continue production and compete in the U.S. market; and

€)) the position of the related producer vis-a-vis the rest of the industry, i.e., whether inclusion
or exclusion of the related party will skew the data for the rest of the industry.

See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int1 Trade 1992), aff'd without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related
producers and whether the primary interest of the related producer lies in demestic production or importation. See, e.g.,
Sebacic Acid from the People's Republic of China, Inv. No. 731-TA-653 (Final), USITC Pub. 2793 at I-7-8 (July
1994).

% See Torrington Co. v. United States, 790 F. Supp. at 1168.

*CRatIV-1,PR atIV-1.

% In 1995, GT accounted for *** percent of domestic production, CR at III-6, PR at III-4, and its imports of Chinese
bicycles accounted for *** percent of total subject imports. CR atIV-1, PR atIV-1. In 1995, Raleigh accounted for

*** percent of domestic production. CR at ITI-7, PR at ITI-4, and its imports of LTFV bicycles from China accounted for
*** percent of total subject imports. CR at IV-1, PR at IV-1.

3¢ The ratio of GT's 1995 shipments of imported Chinese bicycles to its total 1995 U.S. shipments of bicycles was ***
percent. CR at III-6, n.14. The ratio of Raleigh's 1995 shipments of imported LTFV bicycles to its total 1995 U.S.
shipments of bicycles was *** percent. CR at I1I-8, n.17.

37 Both companies ***. Tables VI-2 and -11, CR at VI-5-6 and -21, PR at VI-3 and VI-11.
38 #** CR atI1I-3, PR at III-1.
% This ratio was *** percent. CR atIII-3,n.4, PR at III-1, n.4.
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Therefore, we do not exclude any producer as a related party, and determine that the domestic
industry consists of all U.S. producers of bicycles.

III. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether the domestic industry is materially injured or threatened with material injury by
reason of LTFV imports, we consider all relevant economic factors that bear on the state of the industry in
the United States.*® These factors include output, sales, inventories, capacity utilization, market share,
employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital, and
research and development. No single factor is 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."

1. Conditions of Competition Considered by Chairman Watson, Commissioner
Crawford, and Commissioner Bragg

We note certain conditions of competition pertinent to our analysis of the domestic bicycle industry.
First, there are two distinct segments in the bicycles market, the mass merchandise segment and the IBD
segment, which differ in important ways. The IBD market segment is marked by smaller quantities of sales
of higher-priced specialty bicycles. Buyers in this market segment rarely have much leverage over prices.*
In contrast, the mass merchandise market segment consists of sales of large quantities of lower-priced
standard bicycles.*®

Second, there is evidence of concentration of buying power in the mass merchandise segment. Five
mass merchandisers are responsible for two-thirds of the bicycles sold in the United States.** These retailers
purchase large volumes of bicycles, often in single sales, from qualified sellers that are able to meet their
price and volume requirements.* These retailers negotiate prices from their suppliers, whether U.S. or
foreign. Retailers with "Buy-American" policies or preferences strongly urge their U.S. suppliers to lower
their prices to compete with Chinese bicycles.*

Third, substitutability between U.S.- produced bicycles and imported Chinese bicycles is moderate-
to-good overall, but is lower in the IBD sector than in the mass merchandise sector.*’

Fourth, there is evidence of greater price sensitivity in the mass merchandise market segment, relative
to the IBD segment. Domestic IBD producers and most Chinese importers alleged that non-price factors are
important in the IBD market sector, while U.S. producers of bicycles for the mass merchandise sector
maintain that non-price differences between domestic bicycles and bicycles imported from China are not

©19U.8.C. § 1677(7T)(C)(ii).
119U.8.C. § 1677(7)(C)(iid).

42 CR atII-3, PR at I1-2.

“CRatIl-2,PR atII-1.

“CR atI-5 and II-2, PR at I-4 and II-1.
4 CR atII-2 and V-4, PR at II-1 and V-3.

% CR atII-2 & n.6, PR at II-1-2 & n.6. Bicycles are, for most consumers, discretionary purchases. CR atII-6, PR at
II-4. Bicycling is only one of many recreational activities. Id. U.S. producers cited competition from inline skates in
particular. Id. This suggests that sales of bicycles may fluctuate in response to changes in the price of other sports
equipment.

“7 CR at II-6 and II-15-16, PR at II-4 and II-7-8.



significant factors in their sales.”® As such, price differences between bicycles from different sources matter
more in the mass merchandise sector than in the IBD sector. In addition to price competition with imports in
this segment of the market, there is also evidence of price competition among the three domestic producers of
mass merchandise bicycles.* %

2. Conditions of Competition Considered by Vice Chairman Nuzum and
Commissioner Rohr

- Vice Chairman Nuzum and Commissioner Rohr highlight several conditions of competition
distinctive to the domestic bicycle industry. First, more than 92 percent of domestically produced bicycles
sold in 1995 went to mass merchandisers. Hence, this is the predominant market for the domestic industry.
Purchases by mass merchandisers typically consist of large quantity transactions of lower-priced, standard
feature bicycles. Purchases by IBDs, on the other hand, consist of smaller quantities, higher-priced bicycles,
and higher value content. Price has a much greater role in the purchasing decisions of mass merchandisers
than the purchasing decisions of IBDs. Small differences in the prices of competing products can have a
significant impact on who wins an order from a mass merchandiser.® Because of the large quantities
purchased by any single mass merchandiser, and the fact that five national retail chains account for
approximately two-thirds of mass merchandiser bicycle purchases, the condition of the domestic bicycle
industry is intimately linked to the buying behavior of these mass merchandisers. Consequently, we focussed
our attention more heavily on this segment of the market.

3. Indicators of Domestic Industry Performance

From 1992 to 1993, apparent U.S. consumption of bicycles increased 9.1 percent, from 15.4 million
bicycles to 16.8 million bicycles.®* Then, apparent consumption decreased to 16.7 million bicycles in 1994
and to 16.2 million bicycles in 1995.% The value of apparent U.S. consumption increased from $1.3 billion
in 1992 to $1.4 billion in 1993 and 1994, and to $1.5 billion in 1995, for an overall increase of 16.3
percent.> >

“ CR atII-6-7, PR at II-4-5.

* See CR at V-29, V-33, PR at V-10-11, V-13; Transcript of Hearing (April 24, 1996) ("Tr.") at 189-195, 201-203,
207-208.

%0 Commissioner Crawford notes that there is also competition from non-subject imports in this market sector,
including bicycles produced by non-subject Chinese producers who can shift production from IBD to mass merchandise
bicycles, using the same or similar equipment. CR atI-13, PR at I-9.

5! We note that this is true even with respect to retail chains, such as Wal-Mart, who have “Buy American” policies but
exert pressure on domestic suppliers to lower their prices in the face of competing import prices. CR atII-2, n.6, PR at
11-2, .6 (citing Wal-Mart letter to the Commission dated April 6, 1995.)

52 Table IV-5, CR at IV-14, PR at IV-12 and Table C-1, CR at C-3, PR at C-3.
3 1d.
SId.

%5 For the reasons discussed in her Separate and Dissenting Views, Commissioner Bragg places less weight on the
1995 data in this investigation.



The quantity of domestic producers' U.S. shipments increased from 9.1 million bicycles in 1992 to
9.7 million bicycles in 1993.5 Shipments remained fairly constant in 1994, and then decreased to 9.0 million
bicycles in 1995.%7 By value, domestic producers' U.S. shipments increased by 8.0 percent over the period of
investigation, rising from $758 million in 1992 to $821 million in 1993 and to $837 million in 1994, and
then declining to $819 million in 1995.% '

Domestic producers' share of the bicycles market, by both quantity and value, decreased somewhat
during the period of investigation, with most of the decline occurring between 1994 and 1995 By quantity,
domestic producers' market share dropped from 59.1 percent in 1992 to 57.8 percent in 1993, rose to 58.0
percent in 1994, and then dropped to 55.7 percent in 1995.%° By value, their market share dropped from 58.3
percent in 1992 to 57.1 percent in 1993, rose to 57.9 percent in 1994, and dropped to 54.1 percent in 1995.5

Domestic bicycle production increased from 9.3 million bicycles in 1992 to 10.6 million bicycles in
1993, before decreasing to 9.7 million bicycles in 1994 and 9.3 million bicycles in 1995.5? Bicycle
production capacity rose steadily from 10.3 million bicycles in 1992 to 12.0 million bicycles in 1993, to 12.9
million bicycles in 1994, and to 13.8 million bicycles in 1995.% * Since capacity increased faster than
production, capacity utilization declined from 90.7 percent in 1992 to 67.1 percent in 1995.% Domestic
producers' increase in production from 1992-1993 outpaced their increase in shipments and the increase in
apparent consumption, thereby resulting in the doubling of inventories from 533,000 bicycles in 1992 to 1.0
million bicycles in 1993.% The ratio of inventories to shipments increased from 5.7 percent in 1992 to 10.0
percent in 1993.5” The ratio of inventories to shipments rose to 7.1 percent in 1994 and remained relatively
unchanged at 7.2 percent in 1995.% ,

The number of production and related workers increased overall, rising from 5,076 in 1992 to 6,313
in 1994 before decreasing to 5,887 in 1995.%° Hours worked rose from 10.3 million in 1992 to 12.2 million
in 1993, to 12.3 million in 1994, and to 12.4 million in 1995.7° Wages paid increased overall, but

% Table ITI-2, CR at I1I-11, PR at ITI-6.
1d,

$81d. and Table C-1, CR at C-3, PR at C-3.
% Table IV-5, CR at IV-14, PR at IV-12.
60 Id.

siid

62 Table ITI-2, CR at II-11, PR at ITI-6.

€ 1d. This increase in capacity was primarily a result of the addition of two factories by mass merchandise producers
Huffy and Roadmaster, CR at II-10, although the IBD producers also increased their capacity. Table III-4, CR at ITI-14,
PR at ITI-9.

¢ Commissioner Bragg notes that *** CR at VI-12.

¢ Table ITI-2, CR at I1I-11, PR at ITI-6.

¢ Table ITI-2, CR at I1I-11, PR at I1I-6 and CR at ITI-15-16, PR at III-7.
§7 This increase in inventories ***. CR at IT[-16, PR at III-7.

$1d.

 Table ITI-2, CR at ITI-11, PR at III-6.

°1d.
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irregularly, from $109.5 million in 1992 to $117.6 million in 1995.”" Hourly wages and productivity declined
each year of the investigation.”

In 1992, the U.S. industry reported sales of 9.1 million bicycles valued at $798.6 million, with gross
profits of $126.3 million.” Increased sales volume of 10.3 million bicycles at a higher average unit value in
1993 resulted in higher net sales revenue of $902.7 million.” Gross profits also increased to $156.6 million.
In 1994, net sales value increased to $913.8 million, notwithstanding a slight decrease in sales volume to 10.0
million bicycles. The small increase in net sales value coupled with a 4.8 percent increase in cost of goods
sold translated into a decrease in gross profits to $131.6 million in 1994.7° Gross profit margins increased
from 15.8 percent in 1992 to 17.3 percent in 1993, and then fell to 14.4 percent in 1994 and 12.7 percent in
1995.7 The domestic industry's operating income rose from $40.7 million in 1992 to $65.1 million in 1993,
and then fell to $31.4 million in 1994 and $13.4 million in 1995. The operating income margin increased
from 5.1 percent in 1992 to 7.2 percent in 1993 and then fell to 3.4 percent in 1994 and 1.5 percent in
1995.”

Capital expenditures by the domestic industry increased from $23.0 million in 1992 to $37.0 million
in 1994, and then declined to $25.0 million in 1995.7® Research and development spending by the domestic
industry also increased from 1992 to 1994, growing from $5.3 million in 1992 to $6.9 million in 1994, and
then fell to $6.1 million in 1995.7 % 8

IV.  NO MATERIAL INJURY BY REASON OF LTFV IMPORTS OF BICYCLES FROM
CHINA

In antidumping investigations, the Commission determines whether an industry in the United States
is materially injured by reason of the imports under investigation.®? In making this determination, the
Commission must consider the volume of 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

nd

71d

” Table VI-1, CR at VI-2, PR at VI-2.

"

1d. Cost of goods sold increased each year, from $672.3 million in 1992 to $797.8 million in 1995.
76 1d,

77 Iii

8 Table VI-11, CR at VI-21. These expenditures mostly reflect *** CR at VI-21.

™ Table VI-12, CR at VI-22.

% Based on the foregoing, Commissioner Rohr finds that the domestic industry producing bicycles is suffering present
material injury. He finds, however, that this injury is not "by reason of" the LTFV imports.

8 Commissioner Bragg does not join the remainder of the Commission's opinion.

#19U.S.C. § 1673d(b). The statute defines “material injury” as “harm which is not inconsequential, immaterial, or
unimportant.” 19 U.S.C. § 1677(7)(A).
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operations.®* # Although the Commission may consider causes of injury to the industry other than the
allegedly LTFV imports,® it is not to weigh causes.®¢ ¥ %8 %
For the reasons discussed below, we find that the domestic bicycle industry is not materially injured

by reason of the LTFV imports from China.
A. Volume of LTFV Imports

The quantity of subject imports increased from 1992 until 1994, and then decreased in 1995. From
1992 to 1994, LTFV imports increased from 1.9 million bicycles to 2.6 million bicycles, before decreasing to

819U.S.C. § 1677(7)B)(). The Commission “may consider such other economic factors as are relevant to the
determination,” but shall “identify each [such] factor . . . and explain in full its relevance to the determination.” 19
U.S.C. § 1677(7)B).

8 As part of its consideration of the impact of imports, the statute as amended by the URAA now also specifies that the
Commission is to consider in an antidumping proceeding, "the magnitude of the margin of dumping." 19 U.S.C. §
1677(7)(C)(iii)(V). The Statement of Administrative Action, HR. Doc. 316, Vol. 1, 103rd Cong., 2nd Sess. (1994)
(SAA) indicates that the amendment "does not alter the requirement in current law that none of the factors which the
Commission considers is necessarily dispositive in the Commission's material injury analysis." SAA at 180.

8 Alternative causes may include the following:

[T]he volume and prices of 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.

S. Rep. No. 249, 96th Cong., 1st Sess. 74 (1979). Similar language is contained in the House Report. HR. Rep. No.
317, 96th Cong., 1st Sess. 46-47 (1979).

% See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int'l Trade 1988).

8 For Chairman Watson's interpretation of the statutory requirement regarding causation, see Certain Calcium
Aluminate Cement Clinker f;‘rom France, Inv. No. 731-TA-645 (Final), USITC Pub. 2772 at I-14 n.68 (May 1994).

& Commissioner Rohr further notes that the Commission need not determine that imports are “the principal, a
substantial, or a significant cause of material injury.” S. Rep. No. 249, at 57, 74. Rather, a finding that imports are a
cause of material injury is sufficient. See, e.g., Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741
(Ct. Int'l Trade 1989); Citrosuco Paulista, 704 F. Supp. at 1101. '

8 Commissioner Crawford notes that the statute requires that the Commission determine whether a domestic industry
is “materially injured by reason of” the allegedly LTFV imports. She finds that the clear meaning of the statute is to
require a determination of whether the domestic industry is materially injured by reason of LTEF'V imports, not by reason
of the LTFV imports among other things. Many, if not most, domestic industries are subject to injury from more than
one economic factor. Of these factors, there may be more than one that independently are causing material injury to the
domestic industry. It is assumed in the legislative history that the “ITC will consider information which indicates that
harm is caused by factors other than less-than-fair-value imports.” S. Rep. No. 249, 96th Cong., 1st Sess. 75 (1979).
However, the legislative history makes it clear that the Commission is not to weigh or prioritize the factors that are
independently causing material injury. Id. at 74; HR. Rep. No. 317, 96th Cong., 1st Sess. 46-47 (1979). The
Commission is not to determine if the LTFV imports are “the principal, a substantial or a significant cause of material
injury.” S. Rep. No. 96-249 at 74 (1979). Rather, it is to determine whether any injury “by reason of” the LTFV
imports is material. That is, the Commission must determine if the subject imports are causing material injury to the
domestic industry. “When determining the effect of imports on the domestic industry, the Commission must consider all

relevant factors that can demonstrate if unfairly traded imports are materially injuring the domestic industry.” S. Rep.
No. 71, 100th Cong., 1st Sess. 116 (1987) (emphasis added).
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1.7 million bicycles in 1995.%° Similarly, the market share, by quantity, of subject imports increased from
12.0 percent in 1992 to 15.8 percent in 1994, and then decreased to 10.8 percent in 1995.” > Subject
imports gained substantial market share from 1992 to 1994. Domestic producers’ market share was
relatively stable during that period, with only a slight decline.” The record indicates that, from 1992 to 1994,
the increase in subject imports was offset by a decrease in imports from Taiwan.** In 1995, both LTFV
imports and domestic bicycles experienced their largest declines in market share, while fairly traded imports,
particularly those from China, increased significantly.”

The value of subject imports was greater in 1995 than it was in 1992, in both absolute terms and
relative to apparent U.S. consumption.”® However, by both measures LTFV import value declined between
1994 and 1995. Domestic producers experienced their largest loss in the value of their market share between
1994 and 1995.°

The higher market share of LTFV imports, by value relative to quantity, reflects the high percentage
of LTFV imports composed of IBD bicycles, which are more expensive than mass merchandise bicycles.*®
However, IBD imports received low LTFV margins of less than 3 percent.” '®

% Table IV-3, CR at IV-8, PR at IV-6. The LTFV totals include subject imports from China and Hong Kong. It is
undisputed that there are no known bicycle producers in Hong Kong and that all of the bicycles shipped through Hong
Kong are of Chinese origin. CR atIV-4,PR atIV-4. In any event, the volume of imports from Hong Kong is relatively
small. Table IV-2, CR atIV-5,PR atIV-3.

! Table IV-5, CR at IV-14, PR at IV-12.

%2 As noted above, the Commission is now required to consider the magnitude of the margin of dumping. 19 U.S.C. §
1677(7)(C)(1ii)(V). The amended final dumping margins found by Commerce are 2.27 and 2.95 for the two LTFV
exporters of bicycles primarily shipped to the IBD market, 2.02 for the LTFV exporter of bicycles primarily shipped to
"others" (i.e. discount warehouses), and 61.67 for the LTFV exporters to the mass merchandiser market. CR at V-2, PR
at V-1-2 and Table VII-3, CR at VII-5, PR at VII-4. The LTFV imports subject to the 61.67 percent margin represent
approximately 60 percent of total LTFV imports. Id.

% 1d. Domestic bicycle producers held between 57.8 and 59.1 percent of the quantity of U.S. apparent consumption
from 1992 to 1994.

%1d
% 1d. Fairly traded imports from China increased their market share from 7.9 percent in 1994 to 13.1 percent in 1995.

% Table IV-3, CR at IV-8, PR at IV-6 and Table IV-5, CR at IV-14, PR at IV-12. In 1992, the value of subject
imports was $83.2 million and they held a 6.4 percent share of apparent U.S. consumption. Their value rose to $135.1
million in 1993 and to $136.4 million in 1994, before falling to $116.2 million in 1995, accounting for 7.7 percent of
the value of U.S. apparent consumption.

7 1d.

%8 See Table VII-3, CR at VII-5, PR at VII-4 and CR atII-1, PR atII-1. While only 7.2 percent of U.S. producers’
1995 shipments were to the IBD channel, CR at I-4, PR at I-3, 38.1 percent of the LTFV imports were shipped to the
IBD channel. Id.

% Table VII-3, CR at VII-5, PR at VII-4.

190 Although petitioners argued that the decline in subject import volume can be attributed to the pendency of this
investigation, the data do not support this assertion. With respect to the total volume of imports from China that were
included in the petition and that were subject to Commerce’s preliminary affirmative determination, the import levels
were fairly stable in 1995 as compared to 1994. Since the Chinese exporters could not have known which, if any, of
them would be excluded from Commerce’s final determination, it does not appear from this perspective that the
importers reacted to the antidumping petition by significantly reducing imports subject to the investigation. The
substantial decline of 891,000 bicycles from 1994 to 1995 cannot be fully explained by the pendency of this

(continued...)
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Accordingly, Vice Chairman Nuzum and Commissioner Rohr find that the volume of LTFV bicycles
relative to domestic production is significant, but that this significance is diminished by the fact that LTFV
import volumes declined substantially during the last year examined. Chairman Watson and Commissioner
Crawford find the volume of LTFV bicycles not significant in light of the absence of significant price effects
and impact on the domestic industry from subject imports, as discussed below.

B. Price Effects of LTFV Imports'®
1. Analysis of Chairman Watson and Commissioner Crawford
We find that the subject imports have not had significant adverse effects on prices for the domestic
like product. Chairman Watson and Commissioner Crawford consider all the statutory factors, but focus on

the factors of the magnitude of dumping, the elasticity of demand, substitutability, and the elasticity of
supply, to estimate whether the dumping is materially injuring the domestic bicycle industry.!%% 193 104

100 (_..continued)
investigation.

191 Respondents alleged that petitioners in their questionnaire responses had provided pricing data for bicycles with
"stepped-up"specifications that artificially increased the prices for the domestic bicycles for price comparison purposes.
Commission staff examined the pricing data presented in the prehearing report, and provided both producer and
importer questionnaire respondents with the opportunity to explain or correct deficient responses. CR at Appendix F,
PR at Appendix F. See 19 U.S.C. § 1677m(d). As explained in the final Commission Report, staff corrected pricing

data to insure that it was using comparable models of imports and domestic bicycles. CR at Appendix F, PR at
Appendix F.

192 The Commission is of course now required by law to consider the margins of dumping. See n.84, supra. As the
Court of International Trade noted very recently,

[TThe practice concentrates the inquiry on injury by reason of the dumping itself as opposed
to injury "by reason of imports" which are dumped. . . . In Hyundai Pipe Co. v. United
States, the court approved consideration of the margin of dumping as a discretionary factor
in the material injury analysis and it has not wavered from this view. This approach is now
codified in 19 U.S.C. § 1677(7)(C)(ii1) (1994).

Floral Trade Council v. United States, No. 95-04-00382 (Mayi7, 1996), slip op. 96-78 at 19 n.4.

19 Chairman Watson does not find significant underselling by the LTFV imports. In the aggregate, the pricing
comparisons showed mixed overselling and underselling by the imports. The price comparisons between U.S.-produced
bicycles and LTFV bicycles showed underselling by the Chinese product in 43 of 97 instances. For bicycles sold in the
mass merchandise channel, the comparisons showed overselling by the Chinese product in 49 of 65 instances. Tables V-
1-V-6, CR at V-8-13 and CR at V-26, PR at V-9. In 27 of 32 quarterly f.0.b. price comparisons between U.S.-
produced and LTFV Chinese bicycles sold to IBDs, the Chinese product was priced lower than the comparable domestic
product. Tables V-11-V-12, CR at V-22-23 and CR at V-26, PR at V-10.

Chairman Watson notes, however, that he has given limited weight to the pricing comparisons, particularly
those for mass merchandise bicycles. For the mass merchandise sales, these data represent comparisons between U.S.
producers who sell in large quantities with importers who sell in smaller quantities. As such, the prices may in some
instances reflect quantity discounts for which the LTFV importers were not eligible. See CR at V-4, PR at V-3 and CR
at V-26 & n.18.

14 Commissioner Crawford rarely gives much weight to evidence of underselling since it usually reflects some
combination of differences in quality, quantities sold, other nonprice factors, or fluctuations in the market during the
(continued...)
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In 1995, subject imports from China had a market share of 10.8 percent by quantity. However, of
this 10.8 share, 3.9 percentage points were primarily IBD bicycles with margins of less than three percent.
The remaining 6.9 percentage points were mostly mass merchandise LTFV bicycles with high margins.

Thus, the largest effects would have been concentrated in the mass merchandise market segment.'®

Examining demand conditions helps us understand whether purchasers are unwilling to pay higher
prices for the domestic product, or buy less of it, because subject imports are being dumped. An analysis of
demand conditions indicates that demand in the bicycles market is moderately elastic;'% that is, purchasers
will reduce the quantity of their purchases only somewhat if the price of the product increases. Therefore,
absent large changes in overall market prices, it is unlikely that overall demand would change very much if
subject imports were not dumped. Demand elasticity appears to be relatively higher in the more price
sensitive mass market segment than in the IBD market segment.

While demand elasticity reflects the response of purchasers to a change in overall market prices, the
elasticity of substitution reflects changes in the composition of demand, by source of supply, in response to
changes in relative prices. If bicycles from different sources are substitutable, then a relative increase in the
price of bicycles from one source (i.e., subject imports) is more likely to drive purchasers to shift their
demand towards other sources (i.e., domestic products and non-subject imports). The magnitude of this shift
in demand is determined by the degree of substitutability among products from these sources. In this
investigation, the breadth of the product line in the bicycle market -- from inexpensive, mass-produced
children's bikes to very expensive, specialty mountain bikes -- indicates that overall substitutability between
LTFV imports and the domestic like product is moderate-to-good. Domestic bikes compete with LTFV bikes
of every sort; but there are domestically produced high end bikes in the IBD market that do not. The majority
of LTFV bikes are sold at the low end of the market to mass merchandisers, while most of the remaining
LTFV imports are sold in the IBD market segment (though typically at the low end of that segment).'”” As
discussed supra, substitutability within the mass merchandise market segment is higher than within the IBD
market segment.

The substitutability between non-subject imports and LTFV imports is probably a bit higher than
that between LTFV imports and domestic bicycles. Many of the Chinese firms that were originally subject to
investigation were found to be selling at a fair price, leading to at least one situation where two different
factories may produce bicycles with the same brand name for the same importer, but with only one selling at
an unfair price under our trade laws.'® Non-subject imports from Taiwan are also available. As discussed

104 (...continued)
period in which price comparisons were sought.

19% In this investigation, Chairman Watson analyzes the price and volume effects of the dumping as manifested in the
price and volume effects of the subject imports. Commissioner Crawford examines those effects by comparing them
with the best record evidence of what they would have been, had subject imports been fairly priced. She specifically
finds that most of the subject imports for the IBD market would continue to have been sold in the U.S. market with little
change while most of the subject imports of mass merchandise bicycles would have been priced out of the market. See
Additional Views of Commissioner Carol T. Crawford in Polyvinyl Alcohol from China, Japan, and Taiwan, Inv. Nos.
731-TA-726, 727, and 729, USITC Pub. 2960 (May 6, 1996) for a full description of her analytical framework.

106 See Conditions of Competition, supra, and CR at II-6, PR at II-4 for a discussion of the concentration of buying
power, Buy American policies, consumer preferences, competition from substitute products and other demand
considerations.

17 The sales of LTFV Chinese imports by channel of distribution were as follows: 56.8 percent to mass
merchandisers, 38.1 percent to IBDs, and 5.1 percent to all others. CR at II-7,n.10, PR at II-5, n.10.

198 Table VII-3, CR at Table VII-3, PR at VII-4.
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above, the complete range of fairly traded imports is substitutable for LTFV imports and the domestic like
product.!®

Examining supply conditions helps us understand whether competition among suppliers is preventing
price increases for the domestic product, because subject imports are being dumped. In this investigation, the
elasticity of domestic bicycle supply seems quite high. The domestic mass market producers have substantial
unused capacity, and there is evidence of significant price competition in this market segment, as discussed
above. Indeed, the domestic producers engage in intensive price competition with each other, in part due to
the increased domestic capacity to produce bicycles.''® Domestic IBD producers export a substantial portion
of their production that could be diverted to the domestic market. Moreover, non-subject Chinese producers
of mass merchandise bicycles had sufficient capacity and exports to non-U.S. markets to replace most if not
all of the high margin subject imports for the mass merchandise market segment.'"!

Given the demand conditions, the substitutability of subject imports, non-subject imports and the
domestic like product, and the level of competition in the domestic bicycles market, it is exceptionally
unlikely that the LTFV imports are having any impact on domestic prices. Any increase in the price of
subject imports relative to the domestic price would only have caused, at most, an increase in the volume of
domestic shipments as unused capacity was put on line, or export shipments were redirected to the U.S.
market.

Of course, even if LTFV imports do not affect the price of the domestic like product, they may still
be materially injuring the domestic industry if their effect on volume is substantial. We do not think it is.

2. Analysis of Vice Chairman Nuzum and Commissioner Rohr

Vice Chairman Nuzum and Commissioner Rohr find the evidence on pricing does not establish
that subject imports are having a significant adverse effect on U.S. prices. After considering views of the
parties about the appropriate bicycle models for purposes of pricing comparisons, adjustments to our
pricing data were made to rely more heavily on basic opening-price point models.'” In light of the greater
importance of price in the mass merchandiser market segment, Vice Chairman Nuzum and Commissioner
Rohr focussed more intently on, and gave greater consideration to, the price comparisons for bicycles sold
to mass merchandisers. Quarterly price comparisons for these bicycles revealed underselling in only 25
percent of the 65 comparisons, and overselling in 75 percent.’® Moreover, underselling margins averaged

19 The Taiwanese supply some bikes for the mass merchandiser market sector, but the vast majority of Taiwanese
imports are for the IBD market. Taiwan had an 18.6 percent market share in 1995, down from 24.2 percent in 1992.
Nearly all responding U.S. producers and importers of Chinese bicycles reported that imported Taiwanese bicycles are
used interchangeably with both U.S.-produced and imported Chinese bicycles. All major importers of Chinese IBDs
also reported significant imports of bicycles from Taiwanese suppliers. CR at II-6, I-13-14, IV-3, PR at II-4, II-6-7,
IV-1 and Table C-1 at Appendix C.

110 See Tr. at 189-195, 201-203, 207-208 and Table ITI-4, CR at III-14, PR at ITI-9.

11 The evidence, including availability of capacity, suggests a high elasticity of supply for non-subject Chinese
imports. Total non-subject Chinese market share was 13.1 percent, by quantity, in 1995. Tables VII-1, VII-2, and VII-
3, CR at VII-3-5, PR at VII-2-4; questionnaires; Tr. at 230-231.

12 See, CR and PR at Appendix F.

113 We note that prices negotiated with mass merchandisers may be influenced by the volumes associated with a

particular sale. For this reason, we placed less emphasis on price comparisons than we otherwise would. CR at V-26,
n.18.
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6.2 percent, while overselling margins averaged twice this amount (12.7 percent).'** In addition, we note
that all evidence of underselling in sales to mass merchandisers was associated with juvenile bicycles,
which many purchasers indicated was heavily influenced by non-price factors such as promotional
features. The underselling was also more frequent during 1992 and 1993, when domestic producers'
financial condition was positive and improving.

Although the evidence of underselling was much stronger in sales to IBDs," prices play a less
important role in this market segment. Furthermore, the financial condition of domestic producers
shipping to IBDs improved during the period examined, notwithstanding substantial underselling by subject
imports.'¢

Consequently, Vice Chairman Nuzum and Commissioner Rohr do not find significant underselling
by the subject imports. The evidence in the record pertaining to possible price suppression or price
depression by the subject imports is more difficult to judge. Available data on price trends were either
spotty or incomplete (e.g., sales of juvenile bicycles to IBDs, sales of adult bicycles to mass
merchandisers) or did not reveal strong or consistent correlations between subject import prices and
domestic prices (e.g., sales of juvenile bicycles to mass merchandisers). Information obtained concerning
lost sales and lost revenues allegations was mixed."” A significant number of purchasers indicated that
price was not the overriding factor in their purchases, particularly with respect to juvenile bicycles (the
product which showed the most underselling in our price comparisons). In those cases where price was a
primary factor, subject imports did not always account for the lower price.® On balance, the evidence
fails to establish significant adverse effects by the subject imports on domestic prices.

C. Impact of LTFV Imports on the Domestic Industry
1. Analysis of Chairman Watson and Commissioner Crawford

To assess the impact of subject imports on the domestic industry, Chairman Watson and
Commissioner Crawford consider all the factors listed in 19 U.S.C. § Section 1677(7)(C)(iii): output, sales,
inventories, capacity utilization, market share, employment, wages, productivity, profits, cash flow, return on
investment, ability to raise capital, and impact on research and development.'”* These factors together either
encompass or reflect the volume and price effects of the dumped imports, and allow them to gauge the impact
of the dumping through those effects. In their analysis of the impact of the dumping on the domestic

114 The only instance of underselling in excess of 20 percent occurred during the last quarter of 1995, when imports
dropped off in volume. Table V-3, CR at V-10.

115 Quarterly price comparisons for bicycles sold to IBDs revealed underselling in almost 85 percent of the 32
comparisons, by an average of 26.6 percent. The other 5 comparisons revealed overselling by an average of 10.3
percent. Tables V-10, V-11 and V-12, CR at 21-23.

116 Cost of goods sold as a percent of net sales for domestic producers shipping to IBDs improved from 79.7 percent in
1992 to 75.3 percent in 1995. Operating income as a percent of sales improved from 0.1 percent in 1992 to 8.3 percent
in 1995. Unit operating income mushroomed from $0.31 in 1992 to $30.34 in 1995. Table C-3, CR at C-6, PR at C-6.

17 We further note that information on lost sales and lost revenues contains both LTFV sales and some non-LTFV
sales, which made the information of limited usefulness in this investigation.

118 See, e.g., information obtained from *** (“domestic suppliers were often reported to have better prices than
importers on ‘promotional” products™), and ***. CR at V-31 and V-33, PR at V-11-12 and V-13.

119 Commissioner Crawford also considers other relevant factors, when appropriate.
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industry, Chairman Watson and Commissioner Crawford both also rely on the same market factors discussed
in their price analysis.

As discussed above, the subject imports are not the obstacle to the domestic industry’s attempts to
increase its prices. Therefore, if the dumped imports are materially injuring the domestic industry, it would
have to be by depressing the domestic industry’s output and sales. We do not find any such impact.

First, the ready availability of non-subject imports that are good substitutes for those subject Chinese
bikes with high margins means that much of any harm caused by the subject imports would have fallen on
them rather than the domestic industry. The moderate-to-good degree of substitutability between all subject
Chinese bicycles (including those with very small margins) and domestic bicycles indicates that the dumping
of those Chinese bicycles is causing, at most, only an immaterial loss of sales to the domestic industry. As a
result, the domestic industry’s total output and sales, and therefore its revenues, reflects no material injury by
reason of the dumped imports. We therefore find that the impact on the domestic industry is not significant.

We find neither significant price effects nor significant impact on the domestic industry from dumped
imports. Consequently, we find that the domestic industry producing bicycles is not materially injured by
reason of LTFV bicycles from China.

2. Analysis of Vice Chairman Nuzum and Commissioner Rohr

Vice Chairman Nuzum and Commissioner Rohr find the impact of the LTFV imports on the
domestic industry to be minimal. Although U.S. producers' market share declined during the period
examined, so did LTFV market share.!?*® In particular, U.S. market share dropped by more than 2 percentage
points from 1994 to 1995 alone, while LTFV market share dropped even more, by a full 5 percentage points.
The loss of domestic market share during a period of increasing domestic capacity, decreasing production and
net sales, and rising costs translated into declining profitability for the domestic industry from 1993 to 1995.
During this period, however, the volume of subject imports declined by one-third. Conversely, when subject
imports increased the most -- from 1992 to 1993' -- domestic production, shipments, net sales, and
profitability all strengthened. The evidence thus suggests that LTFV imports did not have a significant
adverse impact on domestic producers.'?

We wish to emphasize that our negative determination in this investigation is a direct result of the
Department of Commerce’s decisions on company-specific dumping margins and the implications for injury
analysis which flow from those decisions. In this case, subsequent to issuing its final determination, the
Commerce Department made corrections to its margins determinations which had the effect of excluding
more companies’ product from the scope of this investigation. Consistent with our legal mandate to focus
our analysis on the effects of LTFV sales -- not all sales of Chinese bicycles -- the Commission’s data were
adjusted, to the extent possible given the existing time constraints, to account for the corrected Commerce

120 Subject import market share increase significantly from 12.0 percent in 1992 to 15.6 percent in 1993 and 15.8
percent in 1994. In 1995, however, subject import market share dropped to 10.8 percent -- a share lower than that it
enjoyed in the beginning of the period examined. Table IV-5, CR atIV-14, PR at IV-12.

2L LTFV imports increased by quantity 43.1 percent and in market share by an additional 3.5 percentage points. Table
C-1,CR at C-3,PR at C-3.

122 During this same period, we note that non-LTFV imports from China surged from 393,000 units in 1992 to
964,000 units in 1993, to 1,323,000 units in 1994, and to 2,113,000 units in 1995. Table IV-2, CR atIV-5, PR at IV-3.
On a market share basis, non-LTFV imports from China also captured ever-increasing market share, from 2.6 percent in
1992, to 5.7 percent in 1993, to 7.9 percent in 1994, to 13.1 percent in 1995. This suggests that, to the extent domestic
producers were adversely affected by competition from Chinese bicycles, it related to non-LTFV imports rather than
LTFV imports.
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Department margins decisions.'? Product from companies which received zero margins or de minimis
margins were deducted from the volume indicators where such product could be identified. Unfortunately,
due to the short notice of the Commerce corrections (which occurred approximately three weeks prior to our
final injury determination), not all data in our record could be segregated prior to the statutory deadline for
our injury determination.

The Commission’s information on lost sales and lost revenues, for example, include purchases of
imported bicycles from both LTFV sources and non-LTFV sources. Even our analysis of volume effects was
complicated by the last-minute changes of the Commerce Department. Although adjustments could, and
were, made by our staff to segregate the annual import shipments and market share data, monthly import
shipments data for 1995, the most recent year examined, were not able to be segregated into LTFV shipments
and non-LTFV shipments. This hampered our ability to examine the volume trends of LTFV imports during
the portion of 1995 prior to Commerce’s preliminary determination.'?*

To the extent that our data were adjusted after the Commerce corrections, the changes overall
weakened petitioners’ case and strengthened respondents’ case. Given the tenuous financial condition of the
domestic bicycle industry, we regret that timing constraints imposed by the statute precluded us from
collecting additional information that might have provided greater clarity to some of the issues before us.
Based on the evidence currently in this record, as a consequence of the specific margins determinations now
legally in effect, we do not find substantial evidence supporting an affirmative determination.

V. NO THREAT OF MATERIAL INJURY BY REASON OF LTFV IMPORTS

Section 771(7)(F) of the Act directs the Commission to consider whether “further dumped or
subsidized imports are imminent and whether material injury by reason of imports would occur unless an
order is issued. . . .”'* The Commission may not make such a determination “on the basis of mere conjecture
or supposition,"'?® and considers the threat factors “as a whole.” In making our determination, we have

12 Data collected by the USITC included information on U.S. imports of Chinese bicycles from a range of Chinese
producers and exporters. The law, however, requires an affirmative determination by the Commission to be based on
substantial evidence of material injury by reason of LTFV sales of the imported merchandise, not all sales of Chinese
bicycles.

124 See, Official Import Statistics, Department of Commerce.

1219 U.S.C. §§ 1673d(b) and 1677(7)(F)(ii). While the language referring to imports being imminent (instead of
“actual injury” being imminent and the threat being “real”) is a change from the prior provision, the SAA indicates the
“pew language is fully consistent with the Commission’s practice,” the existing statutory language, “and judicial
precedent interpreting the statute.” SAA at 184.

12619 U.S.C. § 1677(7)(F)(ii). An affirmative threat determination must be based upon “positive evidence tending to
show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United States, 744 F. Supp.
281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire, 8 CIT at 28, 590 F.Supp. at 1280.
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considered, in addition to other relevant economic factors,'?’ all statutory factors'? that are relevant to this
investigation.'?

The record indicates that production capacity for Chinese producers of LTFV bicycles to produce
export quality bicycles has basically stabilized, after a substantial increase between 1992 and 1994.'* As
capacity expanded, production increased, although not at the same pace. Although capacity utilization
declined from 93.3 percent in 1992 to 88.9 percent in 1995, it is significant nonetheless, and is projected to
increase in 1996 and 1997 to supply the Chinese home market and non-U.S. export markets.

Furthermore, both the Chinese home market and other export markets are significant. The LTFV
Chinese producers’ shipments to the Chinese home market and to export markets other than the United States
have increased and are projected to increase further in 1996 and 1997. Between 1993 and 1995, the share of
these producers’ total shipments exported to the United States decreased from 16.1 percent to 13.5 percent,
while the share of their shipments exported to other countries increased from 20.6 percent to 25.7 percent.'®!

As discussed above, subject import volumes have not significantly increased, and have in fact
decreased from 1994 to 1995. Similarly, subject imports” market penetration declined by nearly a third from
1994 to 1995.132 We thus do not find evidence of a likelihood of substantially increased imports of the
subject merchandise into the United States.'** ‘

As also discussed above, we have found that the LTFV imports have not had significant adverse

-price effects. There is no indication that the LTFV imports are entering the United States at prices that are

127 Suramerica de Aleaciones Laminadas, C.A. v. United States, 44 F.3d 978 (Fed. Cir. 1994). The Federal Circuit
held that 19 U.S.C. § 1677(7)(F)() requires the Commission to consider "all relevant factors" that might tend to make
the existence of a threat of material injury more probable or less probable. The Commission cannot limit its analysis to
the enumerated statutory criteria when there is other pertinent information in the record. Moreover, the court appears to
require consideration of the present condition of the industry as among the “relevant economic factors.” Id. at 984.

122 The URAA amended these factors to track more closely the language concerning threat of material injury in the
Antidumping and Subsidies Agreements, although "[n]o substantive change in Commission threat analysis is required."
SAA at 855.

1219U.S.C. § 1677(7)(F)(i). In addition, the Commission must consider whether dumping in markets of foreign
countries (as evidenced by dumping findings or antidumping remedies in other WTO member markets against the same
class or merchandise manufactured or exported by the same party as under investigation) suggest a threat of material
injury to the domestic industry. 19 U.S.C. § 1677(7)(F)(ii)(D).

Two statutory threat factors have no relevance to this investigation and need not be discussed. Because there are no
subsidy allegations, factor I is not applicable. Factor VII regarding raw and processed agriculture products is also
inapplicable to the product at issue.

130 Table VII-1, CR at VII-3, PR at VII-2.
131 Id
132 Table IV-5, CR at IV-14, PR at IV-12.

133 Petitioners cite to antidumping remedies issued by Canada in 1992, by the European Union (EU) in 1993, and by
Mexico in 1994, to show the unavailability of other export markets to absorb any additional exports. Petitioners’
Prehearing Brief at 43-44. The data show, however, that the imposition of these third country orders has not
significantly hindered the ability of the LTFV Chinese exporters to export to markets other than the United States,
including Canada and the EU. (The exporters found to be selling LTFV bicycles did not cite Mexico as one of their
major markets, even before the imposition of its 1994 antidumping order.) Despite the imposition of these orders, the
Chinese manufacturers have continued to export increasing volumes of bicycles to other third country markets.

Petitioners also argued that exports from China to the EU are likely to decline further in light of a possible EU
circumvention investigation. This argument, however, is purely speculative.
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likely to have significant suppressing effects on domestic prices or are likely to increase demand for further
LTFV imports.

End-of-period inventories of LTFV bicycles both in the United States and in China were not
significant.®* In general, U.S. importers order from Chinese producers according to the expected needs of
their buyers and do not import large quantities for inventory.'*

The record does not demonstrate a realistic potential for product shifting.!*® We investigated whether
Chinese production of single-speed "black" bicycles could be shifted to production of export quality bicycles.
The information belies the likelihood of such shifting of production. *** '3’

We do not find actual or potential negative effects on existing development and production efforts,
given the domestic industry’s large investments in research and development and continuing high levels of
capital expenditures.

In sum, we find no significant evidence to suggest either an imminent surge in subject imports or a
likelihood of imminent changes in market conditions that would lead to significant price effects or adverse
impact of subject imports on the domestic industry.

CONCLUSION

For the foregoing reasons, we determine that the domestic bicycle industry is neither materially
injured nor threatened with material injury by reason of LTFV imports from China.

134 See Tables VII-1 and VII-4, CR at VII-3 and VII-9, PR at VII-2 and VII-7.
135 CR at VII-9, PR at VII-6.

136 Vice Chairman Nuzum does not join this discussion of product shifting.

37 CR at VII-1-2, PR at VII-1.
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ADDITIONAL AND DISSENTING VIEWS OF COMMISSIONER NEWQUIST

For the reasons discussed below, in this investigation, I determine that the domestic industry
producing bicycles sold through mass merchandisers, wholesale clubs, and sporting goods stores, is
materially injured by reason of imports of bicycles from China which the Department of Commerce
has determined are sold in the United States at less-than-fair-value. I further find that the domestic
industry producing bicycles sold through independent bike dealers is not materially injured, nor
threatened with material injury, by reason of the same less-than-fair-value imports from China.

In my view, the majority’s negative determination in this investigation bodes particularly ill
for the domestic producers of bicycles sold through mass merchandisers. In fact, as a result of the
majority’s negative determination, I would not be surprised should any of the three Petitioners now
determine that it is "less unprofitable” to completely abandon domestic bicycle manufacturing. At a
minimum, there will likely be substantial industry downsizing -- jeopardizing the livelihoods of an
untold number of the more than 5,800 production and related workers employed by the three
Petitioners.

I suspect that the Department of Commerce’s relatively low margins of dumping may have
played an important role in some of my colleague’s negative determinations. This final investigation
is just the second conducted by the Commission since enactment of the Uruguay Round Agreements
Act, which requires, among other things, that the Commission "evaluate . . . the magnitude of the
margin of dumping.” In my view, the result obtained here clearly demonstrates that undue emphasis
on margins cannot substitute for a practical and common-sensical assessment of the impact of unfair
imports on the relevant domestic industry. :

Where evaluation of the margin obfuscates the fact that sales of unfair imports garnered some
$588 million between 1993 and 1995, such evaluation is misplaced. Where evaluation of the margin
ignores that the domestic industry reported approximately $100 million in lost sales and revenues to
imports from China during the period of investigation, such evaluation is counterfactual. And,
where evaluation of the margin disregards the fact that the bicycle industry in China, by virtue of
unused capacity and shipments which may be diverted from the home market, could supply all
domestic consumption of bikes sold through mass merchandisers, such evaluation is at odds with
marketplace realities.

As noted above, the majority’s determination in this investigation specifically bodes ill for
domestic producers of bicycles sold through mass merchandisers. Unfortunately, it may, as well, be
a signal of things to come for future petitioners. .

I. LIKE PRODUCT/DOMESTIC INDUSTRY

Based on the record in this investigation, I determine that there are two products "like" the
subject imports: the first consisting of bicycles sold through mass merchandisers, wholesale clubs,
and sporting goods stores; and the second consisting of bicycles sold through independent bike
dealers ("IBDs").! Specifically, as proposed by the Coalition for Fair Bicycle Trade, I define the
IBD like product as: (1) weight of 33 pounds or less; (2) frame material of 1020 Grade high-tensile
steel or better; (3) alloy rims; (4) for 26-inch-wheel or larger bicycles, models must have a minimum
of four frame sizes; (5) TIG or better welding; (6) a certificate of destination to an IBD dealer; and
(7) a label indicating that the bike should not be assembled by consumers.”

A. Physical Characteristics And Uses

Although bicycles sold through mass merchandisers and IBDs generally serve the same uses
(e.g., transportation, exercise, leisure) and share basic rudimentary physical characteristics (i.e., two
wheels, a frame, handlebars and a seat), many important physical characteristics of the two bikes are

' The Commission typically considers the following factors in determining the appropriate like product: (i)
physical characteristics and uses; (ii) interchangeability; (iii) channels of distribution; (iv) customer and
producer perceptions; (v) common manufacturing facilities and production employees; and (vi) price.

? Coalition for Fair Bicycle Trade ("Coalition") prehearing brief at 43-44.
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more distinct than similar. IBD bikes produced in the U.S. are of a lighter weight and superior
frame composition than mass merchandise bikes.” IBD bikes are typically offered in numerous frame
sizes, permitting a more "customized fit"; mass merchandise bikes are not.* IBD bikes are hand-
welded by tungsten inert gas ("TIG"); mass merchandise bikes are robot-welded by metallic inert gas
("MIG").” TIG welding is considered stronger and more aesthetically pleasing than MIG welding.

In addition, the components for IBD bikes are recognized as more durable, less prone to failure, and
more "precise” than componentry for mass merchandise bicycles.’

B. Interchangeability

As both mass merchandise and IBD bikes do serve the same basic uses, they are
"interchangeable." In this limited respect, by analogy, so too is a Yugo interchangeable with a
Cadillac or a Lexus -- they provide transportation. Beyond such lowest common denominator
measure, however, the differences between a Yugo and a Cadillac are, quite obviously, rather
remarkable. Similarly, a forty-some-odd pound, high-tensile steel bicycle available in only one
frame size is remarkably distinct from a 22 pound, carbon fiber bike which may be purchased in
frame size increments of two inches or less.

C. Channels Of Distribution

There is no significant dispute that the primary channels of distribution for bicycles are
distinct -- as evidenced by the fact that throughout the investigation, all parties have generally
referred to the "mass merchandise" channel and the "IBD channel™ -- the only dispute concerns
whether such a distinction is an appropriate basis for finding separate like products.

The mass merchandiser channel is characterized by five dominant retailers which exert
significant price pressure on bicycle manufacturers’; in contrast, the IBD channel is comprised of
6,500 or so individual stores which, standing alone, have virtually no ability to negotiate prices with
manufacturers.”® IBDs typically provide more "service" than mass merchandisers, including
assembly, free 30-day "tune-up," and repair service, irrespective of place of purchase."

D. Common Manufacturing Facilities And Production Workers

Although producers of mass merchandiser bikes and IBD bikes employ similar manufacturing
processes, their techniques differ, often appreciably.” More significantly, although an individual
domestic facility theoretically could, with certain retooling, produce the differing bikes to be sold in
both channels of distribution, simply, none does."

* Confidential Report ("CR") at I-10; Public Report ("PR") at I-7-8. Tables, charts, etc., common to both
the CR and the PR will be cited as, for example, "Report at Table "

* CR at I-9-10; PR at I-7.
°CR at I-11-12; PR at I-8.
¢ Coalition prehearing brief at 21.

7 See, e.g., Coalition’s prehearing brief at Exhibit H (Consumer Reports article comparing "light duty
mountain bikes"); Report at Appendix E (demonstrating that components on bicycles sold through IBDs are
generally more expensive than components on bicycles sold through mass merchandisers).

¥ See, e.g., Petitioner’s prehearing brief at 18 ("capacity to produce bicycles in the mass merchant and IBD
markets"); "Dynacraft" prehearing brief at 5 ("[JU.S. mass merchant producers, and [] U.S. IBD producers").

° CR at I4-8; PR at I4.
014,

" CR at I-7; PR at 14-5.
2 CR at I-11; PR at I-8.
B CR at I-13; PR at I-9.
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E. Customer And Producer Perceptions

The record is rather sparse concerning whether customers in particular perceive bikes sold
through mass merchandisers and those sold through IBDs as more similar or distinct." In part,
however, this may be attributable to the very existence of the two distinct segments. Clearly, if
consumers perceived bikes sold through the mass merchandiser segment as "like" those sold through
the IBD segment, and vice-versa, both segments would sell both types of bikes. They do not.

The limited record information generally confirms that because of different physical

charactelrsistics and price (see infra), consumers perceive bikes sold through the two channels to be
distinct.

F. Price

Like channels of distribution above, there is little dispute among the parties that bicycles sold
through mass merchandisers are priced substantially lower than bicycles sold through IBDs. In fact,
in 1995, the average unit value of bicycles sold through IBDs was 5 times greater than the average
unit value of those sold through mass merchandisers."

G. Conclusion

Based on the foregoing, I find that there are two like products: bicycles sold through mass
merchandisers and bicycles sold through IBDs, as delineated by the Coalition. I note that by virtue
of the Coalition’s delineation, bicycles sold through other channels, e.g., warehouse clubs and
sporting goods stores, are included within the mass merchandiser like product.

Having found two separate like products, I find two corresponding domestic industries. The
first consists of the three Petitioners: Huffy, Roadmaster, and Murray; the second consists of Trek,
Cannondale, GT and Raleigh.

I find that all respective producers are "domestic producers” within the meaning of the
statute,'” and that none need be excluded as a related party.”

II. CONDITION OF THE DOMESTIC INDUSTRIES

As described below, I find that the domestic industry producing bikes for sale through mass
merchandisers is currently experiencing material injury. In contrast, the domestic industry producing
bicycles for sale through IBDs is not experiencing material injury, nor is it in a vulnerable condition.

A. Mass Mérchandiser Industry

Total apparent domestic consumption of bikes sold through mass merchandisers increased
irregularly during the period, from 10.36 million units in 1992 to 11.53 million in 1995 U.S.
producers’ shipments of domestic bikes sold through mass merchandisers declined irregularly during

" I regret that, as a general statement, the Commission did not obtain, nor did parties otherwise provide,
more information on this like product factor. Often, Commission investigations involve products whose
characteristics and quality the ultimate end user or consumer cannot readily assess. For example, a car
purchaser does not likely have much opinion of the corrosion-resistant steel therein, to say nothing of the
lockwashers used in the manufacture of the engine. Here, the investigation involved a product for which
purchasers’ perceptions were discernible and most likely informative. Unfortunately, on the whole, the parties
failed to proffer this information.

¥ Coalition’s prehearing brief at 26-29, and Exhibit H (Consumer Reports article concluding that a mass
merchandise distributed mountain bike is substantially different from one sold through an IBD).

' Report at Tables C-2 and C-3.
719 U.S.C. § 1677(4)(A).
%19 U.S.C. § 1677(4)(B).

* Report at Table IV-6.
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the period, from 8.80 million in 1992 to 8.36 million in 1995 Domestic producers’ share of
apparent consumption thus declined irregularly from 76.9% in 1992 to 68.7% in 1995.* Domestic
production followed a similar irregularly decreasing trend, from 8.89 million in 1992 to 8.45 million
in 1995.2 Capacity utilization declined consistently during the period, from 91.9% in 1992 to
65.4% in 1995.2 Domestic unit value declined irregularly from $71.96 in 1992 to $70.11 in 1995.*

The average number of production and related workers and wages paid to such workers
increased irregularly during the period, though both fell off substantially between 1994 and 1995.%

The three Petitioners reported increasing operating income between 1992 and 1993, $40.6
million to $58.1 million, then consistent and significant declines thereafter, culminating in a more
than $10 million operating loss in 1995.” Similarly, operating margins increased between 1992 and
1993, and plummeted to a loss of 1.7% in 1995.” On a per unit basis, the Petitioners lost almost
$1.20 on every bike they sold in 1995.%

Domestic producers reported increasing capital expenditures and research and development
expenses between 1992 and 1994, but both declined significantly in 1995.%

Commission staff gathered pricing data for six models of bicycles sold through mass
merchandisers. These data evidence irregular, but on the whole significant, price declines for five of
the six models during the period of investigation.” In addition, as noted above, Petitioners alleged
lost sales and revenue of approximately $100 million during the period of investigation.*
Commission staff verified approximately $35 million in lost monies.”

Based on the foregoing, I find that the domestic industry producing bicycles sold through
mass merchandisers is presently experiencing material injury.

B. IBD Industry

Total apparent domestic consumption of bikes sold through IBDs increased irregularly
throughout the period, from 3.71 million units in 1992 to 3.75 million in 1995 » Shipments of
domestic bikes sold through IBDs increased dramatically during the period, from 291,000 in 1992 to
648,000 in 1995, roughly a 125% increase.* Domestic producers’ share of apparent consumption
thus increased substantially from 7.9% in 1992 to 17.3% in 1995.* Domestic production followed a
similar significantly increasing trend, from 447,000 in 1992 to 830,000 in 1995. Capacity

% Report at Table III-3.

*' Report at Table IV-6.

2 Report at Table III-3.

B 1d.

% 4.

.

% Report at Table VI-4.

7 1d.

® 1.

® Report at Tables VI-11 and VI-12.
* Report at Tables V-1 through V-6.

3! Report at Tables V-13 and V-14. Because Petitioners do not necessarily know to which Chinese producer
any specific sale or revenue was lost, the allegations are for all Chinese producers. Nonetheless, during the
period of investigation, imports found to be unfairly traded accounted for approximately two-thirds of all
imports from China. Report at Table IV-2. A similar ratio assumedly applies to the lost sales and revenues.

? CR at V-27-35; PR at V-11.
* Report at Table IV-7.
* Report at Table IT1-4.
* Report at Table IV-7.
* Report at Table I1I-4.
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utilization increased irregularly, but substantially, during the period, from 72.9% in 1992 to 90.4%
in 1995.” Domestic unit value declined from $427.52 in 1992 to $358.59 in 1995.%

The average number of production and related workers and wages paid to such workers
increased consistently during the period, particularly between 1994 and 1995.”

Domestic producers of bicycles sold through IBDs reported skyrocketing operating income
during the period, from a mere $129,000 in 1992 to more than $24 million in 1995.° Similarly,
operating margins jumped from 0.1% in 1992 to 8.3% in 1995.“ On a per unit basis, producers’
income, which was just 31 cents in 1992, climbed to more than $30 in 1995.%

Domestic producers reported irregularly decreasing capital expenditures and irregularly
increasing research and development expenses during the period.®

Commission staff gathered pricing data for three models of domestic bicycles sold through
IBDs. Prices for these three models generally fluctuated from quarter to quarter, sometimes rather
significantly.* In any event, the domestic prices did not exhibit a discernible trend.® Significantly,
domestic producers of bicycles sold through IBDs did not allege a single lost sale or lost revenue
during the period.*

Based on the foregoing, I find that the domestic industry producing bicycles sold through
IBDs is not injured, nor is it vulnerable to the continuing adverse effects of unfair imports.
Accordingly, with regard to bicycles sold through IBDs, I consider only whether the industry is
threatened with material injury by reason of unfair imports from China.

. MATERIAL INJURY TO THE DOMESTIC INDUSTRY SELLING BICYCLES
THROUGH MASS MERCHANDISERS BY REASON OF DUMPED IMPORTS
FROM CHINA

In determining whether the domestic industry is materially injured by reason of the subject
imports, the statute requires that I consider:

(I) the volume of imports of the subject merchandise;

(IT) the effect of imports of that merchandise on prices in the United
States for domestic like products; and

(III) 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.”

In making this determination, the statute permits me to consider "such other economic factors as are
relevant to the determination . . . ," including those within the conditions of competition that are
distinctive to the affected industry.” I am not required to determine that LTFV imports are "the

7 1d.

38 I_d.

*1d.

“ Report at Table VI-7.

“1d.

42 I_d.

® Report at Tables VI-11 and VI-12.
“ Report at Tables V-10 thru V-12.
45 Ig.

“ CR at V-27; PR at V-10.

719 U.S.C. § 1677(T)B)G).

® 19 U.S.C. §§ 1677(N®B)G), 1677(TH(C) ).
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principal, a substantial, or a significant cause of material injury."® Rather, a finding that LTFV
imports are a cause of material injury is sufficient.” _

In this regard, as a preliminary matter, I note that although the Department of Commerce
determined that several Chinese producers of bicycles had zero or otherwise de minimis margins, the
presence of such "fair" imports in the marketplace is nonetheless a relevant condition of competition
or trade. As demonstrated by the lost sales allegations, Petitioners were keenly aware that, as a
general statement, they were losing significant sales to imports from China. Whether specific sales
were lost to unfair imports, imports with de minimis margins, or imports with zero margins, is less
significant than the broad impact of these unfair imports on the domestic industry’s pricing behavior:
the dumped imports led domestic prices downward. .

In addition, I note that of all imports from China during the period, both dumped and fair,
approximately 72% were sold through mass merchandisers and other "non-IBD" retailers, such as
sporting goods chains and discount warehouse clubs.” Thus the cumulative adverse effects of the
Chinese imports were directed largely at domestic producers of bicycles sold through mass
merchandisers.

As a final preliminary matter, I note that, in my analytical framework, "evaluat[ion] of the
magnitude of the margin of dumping” is not generally helpful in answering the questions posed by
the statute: whether the domestic industry is materially injured; and, if so, whether such injury is by
reason of the subject imports.

Imports of less-than-fair-value bicycles from China increased from 1.75 million units in 1992
to 2.55 million in 1994, then declined to 1.65 million in 1995 By value, dumped imports
increased from $74.7 million in 1992 to $130 in 1994, then declined to $109 million in 1995 The
unfair imports accounted for a significant share of domestic consumption of bicycles sold through
rlngagsg gerchandisers throughout the period, reaching 12.7% in 1994 before declining to 8.6% in

Significantly, the statute, as amended in 1994, directs the Commission to consider whether
any change in the volume of imports is related to the pendency of the investigation; if such
relationship is found, the Commission may reduce the weight accorded such volume data.®® Here,
there has been no evidence demonstrating that the decline in the volume of subject imports in 1995
was not related to the filing of the petition and the imposition of provisional duties. Accordingly, I
attribute the 1995 decline, at least in part, to the pendency of the investigation, and place less
reliance on the 1995 volume data.*®

Between 1992 and 1995, approximately 5.24 million dumped Chinese bicycles were sold
through mass merchandisers and other "non-IBD" retailers.” The value of these unfair imports sold
through mass merchandisers totalled approximately $250 million.”® Thus, whether the 1995 data are
"discounted" or not, the-volume and value of less-than-fair-value imports sold through mass
merchandisers are significant.

“'S. Rep. No. 249, 96th Cong., 1st Sess. 57 and 74 (1979).

% See, e.g., Metallverken Nederland, B.V. v. United States, 728 F. Supp. 730, 741 (Ct. Int’l Trade 1989);
Citrosuco Paulista
S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’] Trade 1988).

%! Derived from Report at Figure I-1.
2 Report at Table IV-2.

% 1d.

* Report at Table IV-6.

%19 U.S.C. § 1677(7)(D).

% See Uruguay Round Agreements Act, Statement of Administrative Action ("SAA") at 184, reprinted in H.
Doc. 103-316, Vol. 1, 103d Cong, 2d Sess. at 854 (1994).

%" Derived from Report at Tables IV-6 and IV-8.
8 Report at Tables IV-2 and IV-6.
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The unit value of the dumped imports increased modestly between 1992 and 1994, from
$44.93 to $51.73, and then increased to $66.53 in 1995.” Significantly, even the "mixed" (i.e.,
including IBD bikes) unit value of the subject imports was at all times throughout the period of
investigation lower than unit value of domestic bicycles sold through mass merchandisers.*

Although the pricing data gathered by staff demonstrates mixed under- and over-selling by
the subject imports sold through mass merchandisers, such data do not adequately reflect the
considerable buying leverage of the mass merchandisers nor the "spec creep” alle%ed by Petitioners.*

A single sale to a mass merchandiser may involve 100,000 units or more. ? Thus, mass
merchandisers retain significant ability to obtain and receive favorable prices. Wal-Mart, in fact,
which maintains a rigid "Buy American" policy, requested that its domestic suppliers, i.e., the
Petitioners, lower their prices to enable the store chain to compete with Chinese imports sold by its
competitors, particularly Target and Toys-R-Us.® Sears and K-Mart, which round out the five
largest retailers, advertise a similar "Buy America" preference.®

Not only have Petitioners been forced to lower prices to their largest customers, they have
also been forced to either add higher cost components to the bikes, with little or no increase in
prices, or sell lesser equipped bicycles at prices competitive with the subject imports, i.e., "spec
creep.”

The effect of demands by large retailers for price reductions in order to compete with the
subject imports, as well as "spec creep," is evidenced by the Petitioners’ lost sales and revenues
allegations. During the period of investigation, Petitioners claim to have lost sales or foregone
revenues totalling almost $100 million; Commission staff verified roughly $35 million in such lost
monies.® Clearly, the subject imports have depressed and suppressed prices to a significant degree.

Thus, as a result of the volume and depressing<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>