MOTORCYCLES FROM JAPAN.

Determination of No Injury in
Investigation No. AA1921-187 Under’
the Antidumping Act, 1921,

as Amended, Together With the
Information Obtained

in the Investigation

USITC PUBLICATION 923
- NOVEMBER 1978

United States International Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION -

COMMISSIONERS

| ,Joseph O.. Parker Chalrman R
~ Bill Alberger Vice Chalrman t -
*'George M. Moore ‘
. Catherine Bedell
~ Paula Stern.

© Kenneth R. Mason, Secretary to the Commission

: ThlS report was prepa‘redv' principally by
v Damel F Leahy, Jr., Invest1gator, Office of Operatmns
~ Jon C. Haarbye, Office of Industmes -
aSS1sted by

" Carol Verratti, Off_1ce of the General Counsel

E W1111am Fry, Superv1sory Invest1gator ,
fo Off1ce of Operatmns

Address all communications to
Office of the Secretary
Umted States International Trade Commission

Washington, D.C. 20436



(202) 523-0161

UNITED STATES INTERNATIONAL TRADE COMMISSION e« Office of the Secretary ¢ Washington, D.C. 20436

FOR RELEASE CONTACT: Hal Sundstrom
November 3, 1978 - (202) 523-0161

USITC-78-128

USITC REPORTS NO INJURY TO U.S.
INDUSTRY BY LTFV IMPORTS OF MOTORCYCLES FROM JAPAN

The United States International Trade Commission today reported
to the Secretary of the Treasury its determination, by a 4-to-0
vote, that there is no injury or likelihood of injury or prevention
of establishment of an industry in the United States by reason
of sales of motorcycles from Japan at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as amended.

Chairman Joseph 0. Parker, Vice Chairman Bill Alberger, and
Commissioners George M, Moore and Catherine Bedell concurred in the
determination. Commissioner Paula Stern, not having participated in
the case, abstained. |

The Commission's investigatidn began on August 11, 1978, after
receipt of a determination of LTFV sales of the product by the
Treasury Department. A public hearing in connection with the
investigation was held on September 28, 1978,'1n‘Washington, D.C.

The investigation covered the LTFV sales of motorcycles with
internal-combustion engines having piston displacements greater than
90 cubic centimeters produced by Honda Motor Co., Ltd., and Kawasaki

Heavy Industries, Ltd. Suzuki Motor Co., Ltd., was excluded from

more



USITC REPORTS NO INJURY TO U.S. INDUSTRY BY LTFV IMPORTS OF MOTORCYCLES FROM JAPAN
2

Treasury's LTFV determination. During the Commission's investigation

the Treasury Department submitted an amended determination advising

that it had discontinued its antidumping investigation of Yamaha

Motor Co., Ltd. Motorcycles imported from these four Japanese firms

account for the majority of U.S. consumption of motorcycles.

Motdrcycles are produced in the United States by Harley-Davidson
Motor Co., Inc., of Milwaukee, Wis., a sdbsidiary of AMF, Inc., and
Kawaski Motors Corp., U.S.A., a wholly owned subsidiary of Kawasaki
Heavy Industries, Japan, with a manufacturing plant located in
Lincoln, Nebr. |

U.S. producers' capacity utilization increased each year from
1973 through 1977, and domestic shipments during 1972-77 increased
more than 200 percent. Inventory levels were 50 percent lower in
March 1978 than in March 1976, and employment of production and related
workers increased slightly in January-Jdune 1978.

Domestic producers increased their market share almost 8 percent
from 1975 to 1977. Harley-Davidson's shipments of heavyweight on-
highway motorcycles have remained fairly constant since 1975. The
total share of the U.S. market held by imports from Honda and Kawasaki
declined by about 25 percent from 1975 to January-June 1978.

The Commission's report, Motorcycles From Japan (USITC Publication

923), contains the views of the Commissibners and information developed
during the investigation (No. AA1921-187). <Copies may be obtained by
calling (202) 523-5178 or from the Office of the Secretary, 701 E Street

NW., Washington, D.C. 20436.
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[AA1921-187]
MOTORCYCLES FROM JAPAN
Notice of Investigation and Hearing

Having received advice from the Department of the Treasury on August 3, 1973,
that motorcycles from Japan, with the exception of merchandise produced by Suzuki
Motor Co., Ltd., are being, or are likely to be, sold at less than fair value, the
United States International Trade Commission on August 11, 1978, instituted inves-
tigation No. AA1921-187 under section 201(a) of the Antidumping Act, 1921, as
amended (19 U.S.C. 160(a)), to determine whether an industry in the United States is
being, or is likely to be injured, or is prevented from being established, by reason
of the importation of such merchandise into the United States. For the purpose of
its determination concerning sales at less than fair value, the Treasury Department
defined "motorcycles'" as motorcycles having engines with total piston displacement
over 90 cubic centimeters, whether for use on or off the road.

A public hearing in connection with the investigation will be held in the
Commission's hearing room, United States International Trade Commission, 701 E Street,
NW., Washington, D.C. 20436, beginning at 10:00 2.m., e.d.t., on Thursday,

September 28, 1978. All persons shall have the right to appear by counsel or in
person, to present evidence and be heard. Requests to appear at the public hearing,
or to intervene under the provisions of section 201(d) of the Antidumping Act, 1921,
shall be filed with the Secreﬁary of the Commission at his office in Washington, D.C.,
not later than noon, Friday, September 22, 1978.

There will be a prehearing conference in connection with this investigation which
will be held in Washington, D.C. at 10:00 a.m., e.d.t., on Friday, September 22, 1978,
in room 117, U.S. International Trade Commission Buildiﬂg, 701 E Street, NW.

By order of the Commission.

enneth R. Mason
Secretary

Issued: August 14, 1978
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

(AA1921-187)
: . . November 3, 1978
MOTORCYCLES FROMfJAPAN

Determination of No Injury

On the basis of its investigation, the United States International Trade
Commission (Commission) has unanimously determined (Commissioner Stern not participat-
ing) 1/ that an iﬁdustry in the United States is not Being and is not likely to be
injured, and is not prevented from being establiéhed, by reason of the importation
of motorcycles from Japan that are being, or are likely to be, sold at lgss than
fair value within the meaning of the Antidumping Act, 1921, as amended. |

On August 3, 1978, the Commission received advice from tﬁe Department of the
Treasury (Treasury) that motorcycles from Japan are being, or are likely to be,
sold at less than fair value (LTFV) within the meaning of the Antidumping Act, 1921,
as amended (19 U.S.C. 160(a)). Treasury excluded from its LTFV determination motor-
cycles produced by Suzuki Motor Co., Ltd. On August 11, 1978, the Commission
instituted investigatibn no. AA1921-187 under section 201(a) of said act to determine
whether an industry in the United States is being or is likely to be injured, or is
prevented from being established,by reason of the importation of such merchandise
into the United States. On October 18, 1978, the Commission was advised by Treasury
that its determination of sales at LTFV was being amended to discontinue the
investigation with respect to motorcycles produced and sold by Yamaha Motor Co.,
Ltd., and to report certain changes in the margins by'which sales by Honda Motor
Co., Ltd., and Kawasaki Heavy Industries, Ltd. are at less than fair value. Suzuki

Motor Co., Ltd. remained excluded from the investigation.

1/ Commissioner Stern assumed her duties as a Commissioner on October 16, 1978, and
was not a Commissioner at the time of the public hearing or during most of the investiga-
tive period.



Notice of the institution of the investigation and of the public hearing held

in connection therewith was published in the Federal Register of August 17, 1978
" (43 F.R. 36519). On September 28 and 29, 1978, a hearing was held in Washington,
D.C., at which all persons who requested the opportunity were permitted to appear

in person or by counsel.
In arriving at its determination, the Commission gave due consideration to
written submissions from interested parties and information adduced at the hearing

as well as information obtained by the Commission's staff from questionmnaires,

personal interviews, and other sources.



STATEMENT OF REASONS OF CHAIRMAN JOSEPH O. PARKER AND
COMMISSIONERS BILL ALBERGER, GEORGE M. MGORE, AND .
CATHERINE BEDELL : :
In order for a Commissioner to make an affirmative determination in
an investigation under the Antidumping Act, 1921, as amended (19 u.s.c.
160(a)), it is necessary to find that an industry in the United States is
being or is likely to be injured, or is prevented from being established, and

the injury or likelihood thereof must be by reason of imports at less than

fair value (LTFV).

Determination

On the basis of the information obtained in the investigation, we determine
that an industry in the United States is not being and is not 1ikel§ to be
injured, and is not being prevented from being established, by reason of the
importation of motorcycles from Japan which the Department of the Treasury

has determined are being, or are likely to be, sold at LTFV,

The imported article and the domestic industry

Motorcycles are two-wheeled motorized vehicles powered by internal com-
bustion engines having piston displacements greater than 90 cubic centimeters
(cc). Motorcycles are classified by use as on-highway, dual-purpose, and off-
highway types and by engine size as lightweight (9lcc to 250cc), middleweight
(251ce to 700cc), and heavyweight (over 700 cc). In this investigation we
consider the relevant domestic industry to consist of the facilities in the
United States used in‘the production of motorcycles. Hérley—Davi&son Motor
Co., Inc., a subsidiary of AMF, Inc. (the complainant in this case), and
Kawasaki Motors Corp., U.S.A., a wholly owned subsidiary of Kawasaki Heavy

Industries, Ltd., Japan, produce motorcycles in the United States.



LTFV sales from Japan

The Department of the Treasury's ihvestigation of U.S. imports of
motorcycles from Japan covered the 8-month period extending from November 1,
1976, through June 30, 1977;‘ Thié investigation covered four Japanese companies-——
Honda Motor Co., Ltd.; Yamaha Motor Co., Ltd.; Kawasaki Heavy Industries, Ltd.;
and Suzuki Motor Co., Ltd.—-which together accounted for approximately 98 percent
of the Japanése motorcycles sold to éealers or iﬂdependent distributors in the
United States during the period under consideration. On the basis of an amended
determination of sales at LTFV, which was received by the Commission.on October 18,
1978, Treasury found that 18.2 percent of the sales compared were at margin and
that the weighted average margin on all sales compared was 2.08 percent.
'‘Weighted average margins by company were as follows: 2.6 percent for Hondaj;
0.82 percent for Yamaha, 6.9 percent for Kawasaki, and 0.15 percent for
Suzuki. Treasury determined that the margin applicable to Yamahé's sales was
minimal in relation to the total volume of its exports to the United States,
and after receiving assurances from Yamaha of no future sales at LTFV, Treasury
discontinued its investigation with respect to that firm. Treasury had pre-
viously determined (on Augusﬁ 3, 1978) that Suzuki's margin was de’minimis and

excluded that firm from its determination of sales at LTFV.

U.S. market conditions, 1972-77

U.S. consumption of motorcycles increased from 873,000 units in 1972 to
1.1 million units in 1973 or by more than 24 percent, apparently in reaction to
the oil embargo and growing consumer concern over energy problems. Jépanése
producers responded to this increased demand and its anticipated continuation

by expanding their exports to the United States by more than 50 percent between

1973 and 1974. However, U.S. motorcycle demand fell sharply, by more than 40

percent from 1973 to 1975, as energy concerns lessened. It also became evident



that U.S. consumers were more interested ig purchasing motorcycles as recreational
products than as an alternate means of transporéation; this recreational market
was als; édversely affected by the economic recession of 1974-75.  As the U.S.
economy improved in 1976, consumption increased about 20 percent and remained

at this level through 1977. The result of the misreading of motorcycle demand

in 1974 and 1975 was the accumulation of large inventories by importers and to

a lesser degree by U.S. producers in 1975 and 1976. As new-model-year motorcycles
were imported prices of some of the carry over inventory of prior year models
were reduced to the point where they were found by the Secretary of the Treasury
to have been sold at less than fair value in 1976 and 1977. As of Maféh 31, 1978,

inventories of prior-year-model (1975 and 1976) motorcycles had been virtually

eliminated from both importers' and U.S. producers' stocks.

No injury by reason of LTFV sales

Since the operations of the two U.S. producers of motorcycles differ
significantly with respecf to the types and sizes of motorcycles produced and
the amounﬁ of fabrication performed in the United States, we have examined
their performances separéﬁely.

Kawasaki, which entered the U.S. market as a producer in 1975, reported
increased production, increased capacity utilizaﬁion, increased shipments, and
increased employment in 1976 and 1977. After absorbing significant losses
associated with startup cdéts, it reported a profit in 1977 and again in
January-June 1978, 1In view of these factors and ifs own claim of no injury
at the Commission's public hearing,.l/ it is clear that Kawasaki is‘not being

injured by LTFV imports.

1/ See transcript of the hearing, p. 269.



Although Harley-Davidson has produced a number of different motorcycle
types and sizes,-it is known primarily as a hgévyweight motorcyclé producer.

In 1973,VHar1ey—Davidson éstablished an assembly line in its U.S+ production
facility for the assembly of lightweight on-highway and.dual-purpése motorcycles.
These models were also being produced at that timg in Harley-Davidson's plant

in Italy. The company's production of lightweight motorcycles beganvat a

time when the overall U.S. demand for motorcycles was declining. From 1973 to
1975, overall demand for motorcycles declined by 40 percent and demand for
lightweight models, eépecially the dual-purpose type, experienced an even
sharper decline. Japanese producers, who had developed the U.S. market for
lightweight motorcycles in the 1960's continued to supply the great bulk of the
U.S. market for these motorcycles throughout the period for which tﬁe Commission
obtained data, 1972-77 and January-June 1978.

Harley-Davidson's lightweight production commenced in Novembér 1973, peaked
in 1974, and then declined in 1975. U.S. production of lightweight models was
discontinued by Oéfober 1976. Thus, Harley-Davidson was not actively engaged in
the production of lightweight motorcycles during the period (November 1976-
June 1977) in which Treasury determined LTFV sales occurred.

The Commission received oral and written testimony that Harley-Davidson's
lightweight models were not competitive in terms of qqality and performance with
Japanese models and that consumer acceptance of Harley-Davidson's lightweight

models was poor since they did not conform to the image or quality buyers



had come to expect on the basis of the company's reputation as a manufacturer

of heavyweight motorcycles., 1/ In addition, somé of Harley-Davidson's dealers
were unwiliing to stock thevcompany's lightweight models;v These factors indicate
that the lightweight motorcycle operations were not injured by reason of LTFV
imports.

An analysis of Harley-Davidons's heavyweight motorcycle operations reveals
that the firm has had continued success in its sales of heavyweights, the segment
of the U.S. market in which it has traditionally held a dominant position.
Harley-Davidson's production of heavyweight motorcycles increased by over
20 percent from 1973 to 1977 and capacity utilization increased about 25 percent
in the same period. Inventories of prior-year models were minimal. Information
was received during the Commission's investigation indicating that Harley-Davidson
even found it necessary to back-order some heavyweight motorcycles. Employment
was stable and prices continually increased, even during the period in which
Treasury found sales at LTFV. Profit and loss data supplied to the Commission
by Harley-Davidson show that its overall motorcycle operations were profitable
in each of the years 1972-76 and profits increased in 1977. '"Clearly, Harley-
Davidson has not been injured by LTFV imports in its heavyweight motorcycle

operations.

No likelihood of injury by reason of LTFV sales

The facts in the instant case also rgveal there is no likelihood of future
injury to the domestic industry from LTFV sales. The inordinately high inventories
of imported prior-year-model motorcycles which led to the LTFV pricing have been

reduced to a normal level and thereby reducing the pressure on importers to make

1/ See transcript of the hearing, pp. 322-357 and 396-407; post hearing briefs
from Honda, Kawasaki and Yamaha; and Commission report pp. A-32-34.



sales at LTFV. Furthermore, Kawasaki, whi;h at one time imported all its
motorcycles from Japan, has established a U.S..ﬁroduction facility whose output
has eliginated its need to import certain types and sizeé of motorcycles and
Honda has announced that it will open a U.S. production facility in the summer
of 1979 which will likewise decrease its dependence on imports. Kawasaki Heavy
Industries and Honda are the only Japanese firms with respect to which Treasury
has made an LTFV determination. As a share of the U.S. motorcycle market, the
combined imports of these two producers declined by about 25 percent from 1975
to January-June 1978.

It is also evident that demand for heavyweight motorcycles of thé type
produced by Harley-Davidson is increasing. Heavyweight motorcycles, as a share
of total U.S. motorcycle consumption increased from about 10 percent.in 1972
to about 30 percent in January-June 1978. Demand for certain Harley-Davidson
models was sufficiently strong in 1978 that the company found it necessary on
several occasions to provide its dealers with lists of overcommitted orders,
i.e., orders that were not produced in the month requested and which the
dealer could cancel or hold for future scheduling when production slots became

available.

No prevention of establishment of an industry

There are currently two domestic producers of motorcycles which manufacture
a variety of types and sizes in their U.S. facilities. Harley-Davidson, which
currently produces only heavyweight sizes, has been manufacturing motqrcycles
in the United States sihce 1903. This firm made substantial quantitiés of
motorcycles in the United States during each of the years for ﬁhich the Commission
obtained data —- 1972-1977 —- and in January-June 1978. 1In addition, this firm
reported a profit on its motorcycle operations'in each of these years and again

in January-June 1978. Kawasaki, which commenced U.S. motorcycle production in



1975, produces both ﬁoddleweight and heavyweight sizes. This firm also produced
substantial quantities of motqrcycles'in-its U;S. plant in 1975, 1976, 1977, and
Januar&-June 1978. Notwifhstaﬁding the significant startﬁp costs in 1975 and

1976 which accompanied the commencement of production in the United States by
Kawasaki, that company reported a profit in 1977 and in January-June 1978 thereby
establishing itself as a viable producer. In addition, a representative of
American Honda Motor Co., Inc., testified at the Commission's hearing that it

would commence production of motorcycles in the United States in the summer of
1979. 1/ 1It is clear that there is an established and a. growing industry producing

motorcycles in the United States.

Conclusion

We therefore conclude on the basis of the information obtained in the
investigation that an industry in the United States is not being and is not
likely to be injured and is not being prevented from being established by
reason of the importation of motorcycleé from Japan which are being or are

likely to be, sold at LTFV.

1/ See transcript of hearing, p. 367.

\
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SUMMARY

Investigation No. AA1921-187 was instituted on August 11, 1978, by the
U.S. International Trade Commission following the receipt of advice from the
Department of the Treasury on August 3, 1978, that motorcycles from Japan,
with the exception of merchandise produced by Suzuki Motor Co., Ltd., are
being, or are likely to be, sold in the United States at less than fair value
(LTFV) within the meaning of the Antidumping Act, 1921, as amended.

The complaint, which led to Treasury's determination of sales at LIFV,
was filed by counsel representing Harley-Davidson Motor Co. Treasury's
investigation of U.S. imports from Japan covered the 8-month period extending
from November 1, 1976, through June 30, 1977. Treasury made price comparisons
on approximately 90 percent. of the total U.S. sales by Honda Motor Co., Ltd.,
Yamaha Motor Co., Ltd., Kawasaki Heavy Industries, Ltd., and Suzuki Motor Co.,
Ltd., during the period of its investigation. The weighted average margin on
all sales compared by Treasury was 2.59 percent. Individual company margins
ranged from a high of 7.26 percent for Kawasaki to a low of 0.28 percent for
Suzuki. Treasury determined that Suzuki's weighted average margin was de
minimis and exempted Suzuki from its determination of LTFV sales.

On October 18, 1978, the Commission received advice from the Department
of the Treasury that its August 3, 1978, determination of sales at LTFV was
being amended to reflect revised dumping margins and to discontinue the
investigation with respect to motorcycles produced and sold by Yamaha. The
revised weighted average margins were as follows: Honda, 2.6 percent;
Kawasaki, 6.9 percent; Suzuki, 0.15 percent; and Yamaha 0.82 percent.

Motorcycles are two-wheeled motorized vehicles powered by internal-
combustion engines having piston displacements greater than 90 cubic
centimeters (cc).. Motorcycles are used for a variety of purposes including
commuting to and from work, touring, recreation, and on-road and off-road
racing.

Motorcycles are produced in the United States by Harley-Davidson Motor
Co., Inc., and Kawasaki Motors Corp., U.S.A., a wholly owned subsidiary of
Kawasaki Heavy Industries, Japan. Harley-Davidson currently produces 1000cc,
1200cc, and 1340cc engine size on-highway motorcycles at its plant in York,
Pa. From 1973 through 1976, 90cc, 175cc, and 250cc on-highway and dual-
purpose motorcycles were produced. Harley-Davidson acquired 50 percent
ownership of an Italian production facility in 1960, increasing that ownership
to 100 percent in 1973. This plant, which produced 90cc, 125cc, 175cc, 250cc,
and 350cc motorcycles, discontinued production in July 1978. Kawasaki Motors
Corp., U.S.A., started motorcycle production at its Lincoln, Neb., plant in
January 1975. Since that time, Kawasaki has produced 400cc, 650cc, 900cc, and
1000cc on-highway motorcycles. '
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Although a number of countries export motorcycles to the United States,
their volume is small compared with the exports of the '"Big Four" companies
located in Japan—-Honda Motor Co., Ltd., Yamaha Motor Co., Ltd., Suzuki Motor
Co., Ltd, and Kawasaki Heavy Industries. Honda is the largest producer of
motorcycles in Japan, with Kawasaki being the smallest of the ""Big Four".
Sales of motorcycles in the United States by all four of the Japanese pro-
ducers are made through their respective wholly owned subsidiaries located in
the Los Angeles, Calif., area. These subsidiaries are American Honda Motor
Co., Inc.; Yamaha Motor Corp., U.S.A.; U.S. Suzuki Motor Corp.; and Kawasaki
Motors Corp., U.S.A.

U.S. consumption of motorcycles increased by more than 24 percent, from
873,000 units in 1972 to 1.1 million units in 1973. Consumption declined about
16 percent in 1974, and then dropped almost 30 percent in 1976 to 646,000
units. As the economy improved in 1976 consumption increased about 20 percent
and increased slightly through 1977. Apparent consumption was 450,000 units
during January-June 1978, representing a l3-percent decline from consumption
in the corresponding period of 1977. An analysis of consumption by engine
size revealed a shift in the market from smaller cc motorcycles to larger,
more sophisticated, high-performance machines. A further shift is found in
the growth of demand for both on- and off-highway motorcycles at the expense
of dual-purpose types.

In analyzing motorcycle prices, the Commission compared only those models
on which margins were found by Treasury and models which were in the same type
and size categories. These price comparisons showed that the prices of U.S.-
made on-highway and dual-purpose lightweight motorcycles declined during the
period in which Treasury found LTFV sales. Import price competition had
little impact in the middleweight market segment, where the price of the
domestically produced model compared actually increased even though imported
prices were cut substantially. Price competition in the heavyweight market
segment had minimal impact on Harley-Davidson's ability to maintain the price
on its #¥%,
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INFORMATION OBTAINED IN THE INVESTIGATION
"Introduction.

' On August 3, 1978, the U. S. International Trade Commission received
advice from the Department of the Treasury that motorcycles from Japan, with
the exception of merchandise produced by Suzuki Motor Co., Ltd., are being, or
are likely to be, sold in the United States at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as amended (19 U.S.C. 160
(a)). 1/ Accordingly, on August 11, 1978, the Commission instituted investi-
gation*No. AA1921-187 under section 201(a) of said act to determine whether an
industry in the United States is being, or is likely to be injured, or is
prevented from being established, by reason of the importation of such
merchandise into the United States. By statute, the Commission must render
its determination within 3 months of its receipt of advice from Treasury or,
in this case, by November 3, 1978. ’

In connection with the investigation, a public hearing was held‘'in
Washington, D.C., on September 28 and 29, 1978. Notice of the institution of
the investigation and the public hearing was given by posting copies of the
notice at the Office of the Secretary, U.S. International Trade Commission,
Washington, D.C., and at the Commission's office in New York City, and by
publishing the notice in the Federal Register of August 17, 1978 (43 F.R.
36519). 2/

The complaint which led to Treasury's determination of sales at LTFV was
filed by counsel representlng the Harley-Davidson Motor Co., Inc., a.subsidi-
ary of AMF, Inc. Treasury's notice of investigation was published in the
Federal Register of July 15, 1977 (42 F.R. 36586). Notice was published in
the Federal Register of January 20, 1978 (43 F.R. 2968), stating that the
Secretary of the Treasury had concluded that the determination provided for in -
section 201(b)(1) of the Act (19 U.S.C. 160(b)), could not be reasonably made
within 6 months. The determination was therefore to be made within no.more
than 9 months. A notice of tentative determination of sales at LIFV and
notice of withholding of appraisement were publlshed in the Federal Register
of April 26, 1978 (43 F.R. 17900-02). Treasury's final determination of “of sales
at LTFV was published in the Federal Register of August 8 (43 F.R. 35140) 3/

On October 18, 1978, the Commission received advice from the Treasury
Department entitled '"Modification of Its Determination of Sales at Less Than
Fair Value and an Exclusion From Investigation and Discontinuance of Investi-
gation." This notice amended Treasury's final determination to discontinue

1/ A copy of Treasury' s letter to the Commission concernlng LIFV sales of
motorcycles from Japan is presented in app. A.

2/ A copy of the Commission's Federal Register notice of 1nvest1gat10n and
hearing is presented in app. B.

3/ Copies of Treasury's Federal ng;ster notices are presented in app. C.
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the antidumping investigation with reépect to motorcycles produced and sold -by
Yamaha, and to report certain changes in the LTFV marglns applicable to
sales of Honda, Kawasaki, and Yamaha motorcycles. 1/

Description and Uses

Motorcycles are two-wheeled motorized vehicles powered by internal-
combustion engines having piston displacements greater than 90 cubic centi-
meters (cc). Motorized two-wheeled vehicles with piston displacement of 90cc
or less consist primarily of motor/pedal bicycles (mopeds), minibikes and
cycles, and scooters. In addition to being less powerful, these smaller
vehicles are usually different in design and less versatile than motorcycles.
A moped, for instance, is a low-performance vehicle with maximum speed ranges
from 18 to 28 miles-per—hour (mph). Typically, mopeds welgh from 60 to 100
pounds and handle like ordinary pedal bikes. All have engines of 50cc or
less, which is smaller than the engine on an average power lawn mower.
Minibikes and cycles are also smaller and lighter than regular motorcycles.
They are difficult to see on highways and are often unstable at highway speeds
because of their shorter wheelbase and smaller tires. These vehicles are used
primarily for recreation and as training vehicles for new riders. Most
minibikes have engines of 90cc or less; however, there are a few models that
have engines larger than 90cc.

The domestic producers and the major U.S. importers of motorcycles agree
that mopeds, minibikes and cycles, and scooters are not comparable to motor-
cycles. Harley-Davidson, in its complaint to Treasury, did not include
mopeds, minibikes and cycles, or scooters. Likewise, Treasury did not
investigate the possibility of sales at LTIFV of such merchandise. There-
fore, only motorcycles pcwered by internal-combustion englnes having a piston
displacement greater than 90cc will be discussed in the ensuing sections of
this report and are included within the scope of this investigation.

Motorcycles are used for a variety of purposes that include commuting to
and from work, touring, recreation, and on- and off-road racing. Within the
general category of motorcycles, there are numerous variations, based largely
upon the principal intended use. The differences in use dictate what is
required in the characteristics of the motorcycle.

The use of motorcycles, as police pursuit vehicles (once a major use of
large motorcycles) has declined. Police departments have switched to the
safer, more versatile patrol car. Although some law enforcement agencies
still use heavyweight motorcycles, a significant share of the motorcycles
currently used are small, lightweight units ut111zed more for transportatlon
than pursuit.

1/ A copy of Treasury's letter to the Commission is presented in app. A.



On-highway motorcycles

On-highway motorcycles, as the name implies, are intended for use only on
hard-surfaced roadways. This type of motorcycle is required by the Federal
Motor Vehicle Safety Standards to be equipped with such items as turn signals,
lights (front, tail, and brake), rearview mirror, and a horn. The generally
stiff suspension system contributes to a firm ride and a high resistance to
steering wander. On-highway motorcycles are generally operated at moderate to
high engine speeds. Full fenders are mounted close to the tread surface of
the tire to protect the rider from water, stones, and other material thrown
from the tire treads. The exhaust system is low-hanging, usually passing
beneath the foot pegs, extending to the rear of the motor- cycle. The wheel

rims and tires are moderately narrow, and the tread on the tires is similar to
that on automobile tires.

On-highway motorcycles range in engine size from slightly over 90cc to
1340cc. Each size motorcycle is designed to provide certain operating
characteristics. For example, a 125cc unit might provide medium speed, light
weight, economy of operation, reliability, and maneuverability. A single
motorcycle model may include many of these characteristics, but not neces-
sarily all of them.

Motorcycles of less than 250cc (sometimes referred to as lightweight
motorcycles) are economical to operate and maintain, but are rarely powerful
enough to cruise for extended periods at freeway or expressway speeds.
Motorcycles with engine sizes of approximately 360cc to 650cc are agile for
city driving and are powerful enough to be driven safely for extended periods
on freeways and expressways. They are more expensive to operate and maintain
than the smaller motorcycles, however.

Motorcycles with engine sizes of approximately 750cc and over are large
and fast. They are usually intended for use on the open highway, and are more
difficult to handle in stop and go traffic than the smaller motorcycles. They
are also more expensive to operate and maintain.

Dual-purpose motorcycles

Dual-purpose motorcwcles, which are also referred to as street-trail
motorcycles, comprise a class of motorcycles that meet the Federal Motor
Vehicle Safety Standards for legal street operations and have characteristics
that make them suitable for off-highway use such as riding on dirt trails.
These motorcycles usually have greater ground clearance and in some cases will
incorporate open lug pattern tread tires (knobby tires) which give improved
traction and steering control on dirt surfaces. The fenders are usually
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mounted high off the wheel so that mud will not pack between the tire and
fender. The exhaust system sweeps upward from the engine and extends below
and behind the seat. This design protects the exhaust system from damage
caused by contact with low obstacles. Almost all of the dual-purpose
motorcycles have an engine size of 400cc or less, with the majority of the
models falling between 90cc' and 250cc. :

Off-highway motorcycles

Off-highway motorcycles are vehicles intended for sporting or recrea-
tional use strictly in off-highway areas. These motorcycles are not certified
as being in compliance with the Motor Vehicle Safety Standards for use on
highways. They are used in a wide variety of activities such as racing in
closed-course competition, cross-country competitive riding, off-highway
casual riding, and special types of competition such as hill climbing and
maneuvering on obstacle courses. With the exception of casual riding (trail)
motorcycles, the off-highway motorcycles usually have special features
(specialized gearing, special seating, special tires, and so forth) that,
because of their intended competitive use, restrict the number that are
produced or imported. The vast majority of off-highway motorcycles have
engine sizes of less than 250cc, but there are racing motorcycles (for closed-
course competition) that have engine sizes of up to 750cc.

In addition to these three use categories, the motorcycle market is also
segmented by engine displacement size. As prevously stated, engine sizes
range from slightly over 90cc to 1340cc. For purposes of analysis, motor-
cycles are classified in this report in three size categories: Lightweight
motorcycles, ranging from slightly over 90cc to 250cc; middleweight motor-
cycles, ranging from 25lcc to 700cc, and heavyweights, with any engine greater
than 700cc. These categories are not intended to represent rigid classes
which do not overlap, but rather serve as a means of organizing the various
motorcycles into like classes. The size ranges within categories conform to
accepted industry definitionms.

U.S. Tariff Treatment

Motorcycles having engines with total piston displacement of more than
90cc are dutiable under the provisions of item 692.50 of the Tariff Schedules
of the United States (TSUS). The column 1 (most-favored-nation) rate of duty
applicable to articles entered under this item is 5 percent ad valorem. This
rate has been in effect since January 1, 1972, when the final stage of the
consessions granted in the Kennedy round of trade negotiations became
effective. 1In 1970 and 1971 the rates of duty for motorcycles were 7 and 6
percent respectively. The column 2 rate of duty is 10 percent ad valorem.
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Title V of the Trade Act of 1974 authorizes the establishment of a
Generalized System of Preferences (GSP) for eligible articles imported from
beneficiary developing countries. The President has designated motorcycles as
eligible for duty-free treatment under the provisions of GSP, but countries
eligible for GSP treatment currently possess little or no capacity to produce
motorcycles.

Channels of Distribution

In 1977 the five leading brands of motorcycles sold in the United
States--Honda, Yamaha, Kawasaki, Suzuki, and Harley-Davidson--accounted for
about 95 percent of retail sales. Harley-Davidson sells its motorcycles
directly to dealers without the use of regional warehouses. The Japanese
motorcycles are imported by American subsidiaries of the foreign producers
anddistributed to dealers through subsidiary-owned regional warehouses. An
exception to this is Kawasaki Motors Corp., U.S.A., which imports its
motorcycles and also produces them at its Lincoln, Nebr., plant. The
company's method of distribution differs from that of the other companies as
illustrated in figure 1.

Nature and Extent of Sales at LTFV

Treasury's investigation of U.S. imports of motorcycles from Japan
covered the 8-month period from November 1, 1976, through June 30, 1977. This
investigation covered four Japanese companies--Honda Motor Company, Ltd.;
Yamaha Motor Co., Ltd.; Kawasaki Heavy Industries, Ltd.; and Suzuki Motor Co.,
Ltd.--which together accounted for approximately 98 percent of the Japanese
motorcycles sold to dealers or independent distributors in the United States
- during the period under c¢onsideration. Treasury made price comparisons on
approximately 90 percent of the total U.S. sales by these four manufacturers
during the period of its investigation. The results of these price compari-
sons are shown in the following table.
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Motorcycles: Comparison of sales by 4 Japanese manufacturers,
- Nov. 1, 1976-June 30, 1977

Sales

’ : Net :Net'value: o, @ *gales at &  Range tWeighted
Firm : value : of sales: ¢ at H . : of ¢ average
compared . margin . .

:of sales:compared : ¢ margin: : margins :margin 1/

: 1,000 : 1,000 : 1,000 : : :

: dollars: dollars : Percent:dollars: Percent : Percent : Percent
Honda----—-: *hk g *k% 3 95.6 1 kE¥ g 16.9 :1.1 -52.3 2.9
Yamaha-———-: *dk 3 ¥Hko: 93,3 ¢ wwk g 26.8 : .9 -54.0 : 1.96
Kawasaki-—-: *hE g **% 3 57.1 ¢ F*kE g 24.9 :3.9 -53.95 : 7.26
Suzuki-----: Fkk g *%% 3 88.0 1 k¥ 7.8 ¢ .64- 4.95 : 0.28

Total-—: wRE g *k% 3 89.5 1 Ekw g 18.8 : .9 -54.0 : 2.59

1/ Based on all sales compared.

Source: Derived from confidential files of the U.S. Department of the
Treasury.

The weighted average margin on all sales compared by Treasury was 2.59
percent. Individual company margins ranged from a high of 7.26 percent for
Kawasaki to a low of 0.28 percent for Suzuki. Treasury determined that
Suzuki's weighted average margin was de minimis and exempted Suzuki from its
determination of LTFV sales.

All four Japanese producers sold their motorcycles to related subsidi-
aries in the United States. For this reason the basis of comparison used to
determine LTFV sales was between exporter's sales price and the home-market
price of such or similar merchandise. Exporter's sales price in the instant
case represents the price realized by U.S. distributors (in all cases wholly
owned subsidiaries of the Japanese manufacturers) on sales to the first non-
related party, the retail dealership. An exception was made in the case of
Honda model GL 1000K2, where the basis of comparison was between exporter's
sales price and sales of such merchandise sold in a third country (Canada).
There were no home-market sales of this model.

Since imports from Japan account for about **¥% percent of total U.S.
consumption of motorcycles, and because LTFV imports alone during the period
of the Treasury investigation were about *%% percent greater than the U.S.
producers' share of the U.S. market and about *%*% percent greater than Harley-—
Davidson's share, the weighted average dumping margins are analyzed in the
following table, based on sales at margin rather than on all sales compared.
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Motorcycles: Sales at margin, dumping margins, and weighted average
margins 1/for 4 Japanese manufacturers, Nov. 1, 1976-June 30, 1977

Firm : Sales.at : Dumpigg :Weighted average

¢  margin ¢ margin @ margin

: 1,000 : 1,000 :

: dollars : dollars : Percent
Honda———~=======-ocv : *k% g *%k g 17.4
Yamahg—=========== - : *xE g *k g 7.3
Kawasaki-————==—======u——m -- : *hk g *h% g 29.5
Suzuki-~—==--- - - : *h% g *xE g 3.6
Total S - : *hk g *h% g 13.8

1/ Based on only those sales examined by Treasury which were found to be
sold at LTFV margins.

Source: Derived from confidential files of the U.S. Department of.the
Treasury.

Treasury's investigation disclosed that the pricing tactic employed by
Japanese motorcycle companies was primarily a matter of '"model year" discount-
ing. In general, a manufacturer's "model year" begins in the fall of theyear,
continuing to the succeeding fall. In the instant case, the U.S. sub-
sidiaries of the Japanese producers amassed sizable inventories of motorcycles
wiich had been imported in a particular year (e.g. 1975) but not sold in that
year. As the 1976 model year motorcycles became available, the distributor
would cut the price on these "prior'" year models to make way for the new
models. Price cuts increased the longer a particular model-year motorcycle
remained in stock.

Treasury's investigation examined the "prior model year" issue. The
results of their model-year comparisons are shown in the following table.

Motorcycles: Model-year comparisons of sales by 4 Japanese
manufacturers, Nov. 1, 1976-June 30, 1977

Source: Derived from confidential files of the U.S. Department of the
Treasury.
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Treasury's finding of LTFV margins was based on comparisons of specific
motorcycles models sold in the United States by the U.S. subsidiaries of the
Japanese producers during the period of .investigation. Because of the large
number- of models involved, Treasury did not make comparisons on any model of
which less than 1,000 units were sold during the period of investigation.
Counsel for Harley-Davidson.contended that this arbitrary cut-off point led to
the elimination of some models which were almost certainly being sold at LTFV
and which directly competed with Harley-Davidson models. Counsel further
contended that although the largest motorcycle on which margins were found was
a 750cc model and the smallest model Harley-Davidson produced in 1977 was a
1000cc model, the LTFV sales still caused the prices of Harley-Davidson models
to be suppressed. :

On October 18, 1978, the Commission was advised by Treasury that its
determination of sales at LTFV concerning motorcycles from Japan was being
amended on the basis of the receipt and analysis of additional information.
The amended deétermination made the following changes in the determinationms
that was transmitted to the Commission on August 3, 1978. 1/ Comparisons were
made on approximately 89 percent of total sales of motorcycles by all
manufacturers investigated for the period under investigation (a revision from
the comparison of 90 percent as stated in the original determination).

Margins were found on approximately 18.2 percent of sales (originally 18.6
percent) ranging from 0.3 to 54.2 percent (originally 0.9 to 54.0 percent) and
resulting in a weighted average margin of 2.08 percent on all sales compared
(orginally 2.59 percent). Weighted average margins found with respect to the

companies under investigation are shown in the following tabulation (in
percent):

1/ All the information heretofore presented in the section on the Nature and

Extent of Sales of LTFV in this report was based on the August 3, 1978, advice
from Treasury.
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(In percent)

Comp any : Amended :Origi?al

' : ! margin : margin
Honda—--—-- : 2.6 2.9
Kawasaki-——--—~-- . 6.9 S
Suzuki-—--- X s e
Yamaha-—-- X "8 1 o6

In the case of Yamaha, Treasury considered the amended weighted average margin
of 0.82 percent to be minimal in relation to the total volume of its exports
to the United States. In addition, formal assurances were received from
Yamaha that it would make no future sales at LTFV. Treasury, therefore,
discontinued its investigation with respect to Yamaha Motor Co., Ltd., and
terminated its order to withhold appraisement on motorcycles produced by that
company. :

The amemded final margins on those motorcycles sold at LTFV by Kawasaki,
Honda, and Yamaha, by manufacturers, by models, and by model years, are pre-
sented in Appendix G.

Domestic Producers

Harley-Davidson Motor Co., Inc., of Milwaukee, Wis. (the complainant), a
subsidiary of AMF, Inc., is one of two producers of motorcycles in the United
States. Kawasaki Motors Corp., U.S.A., a wholly owned subsidiary of Kawasaki
Heavy Industries, Japan, is the other domestic producer. Kawasaki's manu-
facturing plant is located in Lincoln, Nebr.

The first commercially produced motorcycle in the United States was manu-
factured by the E.R. Thomas Motor Co. in 190l1. Since that time there have
been many companies that have produced motorcycles domestically. All except
Harley-Davidson and Kawasaki have ceased production. The following companies
discontinued producing motorcycles in the United States during 1973-78:

Principal Year
Company - offices production ceased
Rupp Industries——-—-— Mansfield, Ohio 1973
Yankee Motor Corp—--- Schenectady, N.Y. 1973
Fox Corp——=——=——==———m—m Janesville, Wis. 1974

Rokon, Inc————————=== Keene, N.H. 1978
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An official of Rokon, which produced approximately *¥* motorcycles in
1974, its peak year in the period 1972-77, stated it was forced out of the
domestic market because of price competition from Japanese imports.

Mr. John Taylor, president of Yankee Accessory Corp. and former president
of Yankee Motor Corp., appearing at the Commission's public hearing, testi-
fied, "By the fall of 1973, low Japanese pricing had made it all but impossi-
ble for us to operate profitably in this market. Therefore, in late September
1973, the manufacturing of Yankee motorcycles stopped."

Harley-Davidson, which started producing motorcycles in 1903, merged with
AMF, Inc., in 1969. It has three domestic plants engaged in the production of
motorcycles or motorcycle parts. The Milwaukee plant produces engines and
transmissions for motorcycles and golf cars. At the York, Pa., plant, motor-
cycle parts other than engines and transmissions are manufactured and, along
with components produced in Milwaukee, are assembled into complete machines.
The York plant also assembles golf cars. The Tomahawk, Wis., plant produces
fiberglass and certain other motorcycle components, as well as certain non-
motorcycle products.

Harley-Davidson discontinued production at the Italian plant in July
1978. 1In addition to the motorcycles already described, Harley-Davidson
produced a variety of other motorcycle models at its facilities in the United
States and Italy. A list of these models, with dates and location of produc-—
tion, can be found in appendix D.

Kawasaki Motors Corp., U.S.A., started motorcycle production at its
Lincoln, Nebr., plant in January 1975. Since 1975, Kawasaki has domestically
produced 400cc, 650cc, 900cc, and 1000cc on-highway motorcycles. The plant
also produces snowmobiles and jet skis.

" Kawasaki has produced 400cc, 650cc, 900cc, and 1000cc motorcycles both in
Japan and at the Lincoln plant since that plant opened in 1975. Thus, the
company has imported and domestically produced virtually identical motor-
cycles. Counsel for Kawasaki testified at the public hearing that the company
"has increased its production and sales both for domestic consumption and for
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export by displacing KMC imports and other imports from Japan . . . Over the
longer term, we plan to expand domestic' (U.S.) production and sales by
displdacing KMC imports and competing d1rect1y with other . competltlve bike
imports." 1/ %%,

Foreign Producers

Japan is, by far, the leading producer of motorcycles in the world.
Motorcycles are also produced in many other countries such as West Germany
(BMW), Italy (Benmelli and Moto Guzzi), United Kingdom (Triumph), Spain
(Bultaco and Montesa), Canada (Can-Am), and Sweden (Husquvarna). Although all
of these countries export motorcycles to the United States, their volume is
small compared with the exports of the "Big Four" companies located in
Japan--Honda Motor Co., Ltd.; Yamaha Motor Co., Ltd.; Suzuki Motor Co., Ltd.;
and Kawasaki Heavy Industries.

Japanese producers

Honda is the largest producer of motorcycles in Japan. Kawasaki, which
produced approximately 335,000 motorcycles in 1977, is the smallest of the
"Big Four." Honda has four motorcycle manufacturing facilities in Japan,
Suzuki has two, and Yamaha and Kawasaki each have one. Most of these facili-
ties also produce other transportation-related products.

In Japan, all four manufacturers utilize subsidiary or affiliated whole-
salers to distribute all or a major part of their sales to dealers. Kawasaki
makes all of its sales to Japanese dealers through wholesalers which are
wholly owned by Kawasaki. The other three Japanese firms utilize affiliated
and independent wholesalers to distribute their motorcycles to dealers, with
the majority of the sales going through the affiliated distributors.  Sales of
motorcycles in the United States, by all four of the Japanese producers, are
made through their respective wholly owned subsidiaries located in the Los
Angeles, Calif. area. These subsidiaries are American Honda Motor Co., Inc.;
Yamaha Motor Corp., U.S.A.; U.S. Suzuki Motor Corp.; and Kawasaki Motors
Corp., U.S.A.

Japanese production and exports

Japanese production of motorcycles having engines with total piston
displacement of more than 50cc increased from 2.6 million units in 1972 to 3.4
million units in 1974, and then declined to 2.8 million units in 1976 as shown

1/ See transcript of the hearing, pp. 260-261.
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In 1977, Japanese production rebounded to 3.7 million
total production, whether destined for the home market
of motorcycles with engines of 250cc or less.
the Jdpanese government, the Japanese manufacturers

motorcycles of more than 750cc in the home market.

However, foreign produced motorcycles over 750cc can be sold in Japan.

In an

Motorcycles: Japanese production with engines greater than 50cc,1/
by manufacturers, 1972-77
- (In thousands of units)
Year - * Honda ® Yamaha ° Suzuki ° Kawasaki ° ALl Total
3 : : : ¢ other @
1972 : 1,290 : 650 : 416 : 218 : 24 : 2,598
1973-- ¢ 1,210 : 754 : 443 250 : 22 : 2,679
1974 : 1,483 ¢ 899 : 661 : 355 .12 ¢ 3,410
1975 -——=: 1,240 : 731 515 274 : 11 : 2,771
1976 : 1,094 ¢ 760 : 615 : 284 8 : 2,761
1977 : 1,329 ¢ 1,247 : 760 : 335 : 4 : 3,675
1/ Includes minibikes and cycles greater than 50cc.
Source: Japan Automobile Manufacturers Association, Inc.

The vast majority of Japanese motorcycle production is earmarked for

export as shown in the following table, and Japanese exports of motorcycles
have followed the same general trend as production.

largest consumer of Japanese-made motorcycles.

Indonesia, Thailand, Iran, the United Kingdom, Malaysia, and France.

The United States is the
In 1977 the United States
received approximately 25 percent of Japan's total motorcycle exports.
Japanese motorcycle exports to the United States conmsisted of all types and
sizes of motorcycles; in contrast, Japanese exports to other countries were
primarily lightweights.Other major consuming countries are Nigeria, Taiwan,

Japanese

exports as a percent of production have increased annually from approximately
80 percent in 1973 to almost 93 percent in 1977.
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Motorcycles: Japanese production with engines greater than 50cc,1/
exports of such merchandise, 1972-77

¥ ¢ Japanese : Japanese :Ratio of exports
ear . .
sproduction: exports ¢ to production

¢ 1,000 : 1,000 :

¢ unilts : units Percent
1972--—- - : 2,598 : 2,157 : 83.0
1973—=—===mmmm e : 2,679 : 2,149 : 80.2
1974 -—-- : 3,410 : 2,909 : 85.3
1975-- - =3 2,771 : 2,402 : 86.7
1976——-- ————- - : 2,761 2,540 : 92.0
1977~---~--- -—= -= 3,675 : 3,401 : 92.5

1/ Includes minibikes and cycles greater than 50cc.

Source: Japan Automobile Manufacturers Association, Inc.

Apparent U.S. consumption

The dumping investigation conducted by Treasury compared Japanese home-
market prices with prices at which motorcycles were sold by U.S.-distributors
to retail dealers. For this reason, data on apparent U.S. consumption in this
report are based on sales to dealers rather than sales to consumers. Also,
because the preponderance of U.S. motorcycle consumption is accounted for by
imports from Japan (about *** percent in 1977) and U.S. production (about *¥*
percent in 1977), the U.S market will be reviewed for purposes of analysis as
consisting only of Japanese and U.S.-produced motorcycles.

U.S. consumption of motorcycles increased by more than 24 percent, from
873,000 units in 1972 to 1.1 million units in 1973 in reaction to the Arab oil
embargo and increased consumer concern over energy problems (table 1, appendix
F). As the embargo ended and fuel problems lessened, consumption began to
drop off. Although manufacturers had assumed motorcycles would be in great
demand as economical transportation, the experience of 1973-74 reflected the
consumer's perception, of motorcycles as primarily recreational products.
Because of this perception, the demand for motorcycles is especially subject
to pressures of recession, as was shown in 1975 when consumption dropped
almost 30 percent to 646,000 units. As the economic situation improved in
1976, consumption increased about 20 percent and remained at this level
through 1977. Apparent consumption was 450,000 units during January-June

1278,’representing a 13-percent decline compared with the corresponding period
of 1977. '

- As shown in the following table, the sharpest decline in consumption was
with dual-purpose motorcycles, where consumption declined more than 50 percent
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from 1973 to 1977. Relative to other types of motorcycles, demand for
on-highway vehicles has shown the greatest strength. This suggests that the
manufacturers' basic forecast of rising demand for motorcycles as an energy-

efficient form of tran3portatlon may not have been wholly wrong, yet recrea-
tional demand remains the primary force affecting the market.

Motorcycles: Apparent U.S. consumption, by types, 1972-77, January-June
1977, and January-June 1978

(In thousands of units)

Dual-

. : On- : : off-
Period ¢ highway : purpose : highway : Total
1972 -—: 474 3 336 63 : 873
1973—- - : 597 : 368 : 123 ¢ 1,087
1974 —-—=: 4 339 : 121 903
1975 ———- -3 385 : 151 : 110 : 646
1976 : : 439 : 210 : 130 : 778
1977 : 486 : 176 : 118 780

January-June-— : : : :
1977 - - 331 : 98 : 84 : 514
1978 : 291 83 : 75 : 450

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

The demand for motorcycles is strongly influenced by the intended use of
the motorcycle and the degree of riding experience of the potential consumer.
There is a tendency to '"trade up" in the market, which is reflected by the
shifts in market share between different types and sizes of motorcycles. An
analysis of consumption by engine size (table 2) reveals a shift in the market
from smaller motorcycles to larger, more sophisticated, hlgh—performance
machines. A further shift is found in the growth of both on- and off-highway
motorcycles at the expense of dual-purpose types. As the rider gains experi-
ence he becomes more discriminating as to what he wants from a particular
motorcycle. Rather than choosing a hybrid cycle which is intended for a
variety of uses, he or she will concentrate on finding a model which satisfies
particular needs, be they highway touring, trail riding, or competition racing.

U.S. imports from Japan

Imports from Japan are comprised of all types and sizes of motorcycles,
except dual-purpose heavyweight models which are not produced in Japan or
elsewhere (table 3). Imports peaked in 1974 at *¥%* uynits, then declined more
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than 60 percent to *** units in 1976 as shown in the following table. Imports
recovered by more than 40 percent in 1977 and continued to increase in 1978.
Imports for the period January-June 1978 increased 45 percent compared with
imports in the corresponding period of 1977.

Motorcycles: U.S. imports for consumption from Japan, 1/ by types, 1972-77,
January-June 1977, and January-June 1978

(Quantity in units)

. t On- ¢ Dual- : Off- :
Period : highway : purpose : highway : Total
* * % * * * *

1/ Includes imports of Honda, Kawasaki, Yamaha, and Suzuki, which account
for about 98 percent of total imports from Japan.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

The trends in imports in absolute terms and in terms of types of motor-—
cycles parallel the trends in apparent consumption with the exception of 1974
and January-June 1978. Consumption peaked in 1973, but imports continued to
increase through 1974. Although consumption in January-June 1978 is below
consumption levels during the corresponding period of 1977, imports have
increased about 45 percent. These two exceptions are attributable in large
part to the inability of producers to accurately forecast motorcycle demand in
the U.S. market. New models are introduced in the fall of the year, which
means that production of these models must start in the spring of the previous
model year, with shipments scheduled for the summer months. This lead ‘time
limits the ability of the Japanese producers and their U.S.-subsidiaries to
react to sudden declines in demand.

Shipments of imported motorcycles more closely follow the trends in con-
sumption, peaking in 1973, declining in 1974 and 1975, then gradually recover-
ing in 1976. As shown in the following table, U.S. shipments of Japanese
motorcycles declined about 4 percent in 1977 and continued to decline in 1978.
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Motorcycles: Shipments to dealers of Japanese imports, by types,
1972-77, January-June 1977, and January-June 1978

(In units) , o
. :  On- ¢ Dual- Ooff-
Period ¢ highway : purpose : highway : Total
%* % * % % % %*

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Data on shipments of imported Japanese motorcycles, by engine sizes, are
detailed in table 4. Shipments of middleweight, on-highway motorcycles
accounted for almost 30 percent of total import shipments in 1977. The
largest declines in shipments were in the on-highway and dual-purpose
lightweight categories, which both fell about 50 percent from 1972 to 1977.
The most significant increases were in the heavyweight on-highway segment of
the market, where import shipments rose almost 140 percent. The substantial
growth in this segment reflects the introduction of Japanese 1000cc on-highway
motorcycles in 1975. Prior to that time, this market segment had been
dominated by Harley-Davidson. Currently, this is the only market for which
Harley-Davidson produces.

U.S. producers' shipments

Shipments of U.S.-produced motorcycles increased annually from *%* units
in 1972 to *%* units in 1975 (the year in which Kawasaki began producing in
the United States), declined *%* percent in 1976, then increased more than *¥%
percent to *¥*% units in 1977, as shown in the following table. Shipments con-
sisted primarily of heavyweight on-highway motorcycles {tables 5-7).
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