GREIGE POLYESTER/COTTON PRINTCLOTH
FROM THE PEOPLE'S REPUBLIC OF CHINA

Determmahon of the Commission

in lnveshgahon No. 731-TA-101 (Fmol)
Under the Tariff Act of 1930,
Together With the Information
Obtained in the Investigation



~ UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Alfred E. Eckes, Chairman
Paula Stern

Veronica A. Haggart

Seeley G. Lodwick

Kenneth R. Mason, Secretary to the Commission

This repor\‘tHWas‘ prepared by:

Mary Elizabeth Swieetv, ‘Office of Industries
Howard Gooley," Office of Economics
Sheila Landers,,.Off »e; of the' General Counsel




CONTENTS

Page
Determination——------————-mo e 1
Views of the Commission—-——----—-ommmmmmm 3
Information obtained in the investigation:
Introduction-~-———--—-——-"--"--"--—"""' e e e e A-1
Description and uses———=--—----——m—————— A-1
The imported product-——-———- e A-2
U.S. importers-——-——--~-mm o A-3
U.S. tariff treatment---—---——--- - et et A-3
The domestic product-—-———----mee-- - o A-6
U.S. ProduCers———————— e e A-6
U.S. market and channels of distribution---—-—--eoe A-7
Nature and extent of alleged sales at LTFV-- - - A-7
Consideration of material injury:
U.S. production, capacity, and capacity utilization-——--——---ono—o A-8
U.S. producers' domestic shipments---—————---- A-10
U.S. producers' exports—--—--—-———————————- e A-11
U.S. producers' inventories--—————————ccmeu— —— A-12
Employment, productivity, and wages—-—- - e A-13
Financial experience of U.S. producers——————-———————comommee—— A-14
Overall establishment operations———---—-——--- - - A-15
Greige polyester/cotton printcloth operations————--—-——-—-——- A-16
Investment in productive facilities——-——-———-——- - A-21
Capital expenditures---—--——-c——ommmm A-21
Research and development expenditures—-——-——----—cccemeecue- A-23
Negative effects of imports of greige polyester/cotton
printcloth on the U.S. industry's growth, investment,
and ability to raise capital-------—orc o A-24
Consideration of the threat of material injury-----———------cccc—— A-24
The Chinese industry--—-—-—-----—-ccmmmmmm - A-24
Importers' inventories-—-—-——-—————cmuo - - A-26
Consideration of the causal relationship between alleged LTFV
imports and alleged injury:
U.S. imports—-——--——————emm e~ e A-26
U.S. consumption and market penetration---- - A-29
Prices————---—mmmmm - - A-30
Market competition as viewed by purchasers---—————————————o—- A-34
Price comparisons—————————— A-37
Price trends————--—~-——c A-38
Margins of underselling--—-—-———--—-cnoe—- - A-39
A monthly comparison of booking prices—----- - -—- A-41
Sales to end users————————c A-47
Lost sales—-—————————m -———- —-——— A-47
Appendix A. Federal Register notices——————————m e A-49
Appendix B. List of witnesses appearing at the Commission's hearing----- A-55
Appendix C. U.S. imports of greige polyester/cotton printcloth, by
quarters, January 1980-June 1983--—-——-——-mmmmmmm e A-59
Appendix D. Supplemental data-—----——-mmm o A-65

Appendix E. Volume of sales booked by domestic producers and
importers used as the basis for price comparisons--——--————cmemmmmmeo A-69



The market for greige polyester/cotton printcloth

10.

11.

12.

13.

ii

CONTENTS

Figure

Page

Tables

Greige polyester/cotton printcloth: U.S. production, by firms,
1980-82, January-March 1982, and January-March 1983
Greige polyester/cotton printcloth: U.S. production capacity and
capacity utilization, by firms, 1980-82, January-March 1982, and
January-March 1983
Greige polyester/cotton printcloth: U.S. producers' domestic
shipments, by firms, 1980-82, January-March 1982, and
January-March 1983-—-
Greige polyester/cotton printcloth: U.S. producers' exports,
1980-82, January-March 1982, and January-March 1983
Greige polyester/cotton printcloth: U.S. producers' inventories held
as of Dec. 31 of 1980-82, March 31, 1982, and March 31, 1983-————-
Average number of production and related workers engaged in the pro-
duction of griege polyester/cotton printcloth, hours worked by such
workers, and output per hour, 1980-82, January-March 1982, and
January-March 1983
Total compensation paid to production and related workers engaged
in the production of greige polyester/cotton printcloth, wages
paid to such workers excluding fringe benefits, and average
total hourly compensation, 1980-82, January-March 1982, and
January-March 1983 :
Income-and-loss experience of 7 U.S. producers on the overall opera-
tion of their establishments within which greige polyester/cotton
printcloth is produced, 1980-82, interim 1982, and interim 1983---
Income-and-loss experience of 7 U.S. producers on their greige
polyester/cotton printcloth operations, 1980-82, interim 1982,
and interim 1983--
Income-and-loss experience of 7 U.S. producers on their greige
polyester/cotton printcloth operations, by firms, 1980-82,
interim 1982, and interim 1983
Investment of 6 U.S. producers in facilities used in the production
of greige polyester/cotton printcloth, 1980-82, interim 1982, and
interim 1983-- —_——
Capital expenditures for land and land improvements, building and
leasehold improvements, and machinery and equipment, for 7
'U.S. producers 1980-82, interim 1982, and interim 1983-————————a-v
Greige polyester/cotton printcloth: U.S. imports for consumption,
by principal sources, 1980-82, January-March 1982, and January-
March 1983---

A-32

A-10

A-12

A-13

A-13

A-14

A-15

A-17

A-19

A-22

A-23

A-27

il



14,

15,

16.

17.

18.

19,

20,

21.

22,

23,

240

iii

CONTENTS

Greige polyester/cotton printcloth: Apparent U.S. consumption and
ratio of imports to apparent U.S. consumption, 1980-82, January-

March 1982, and January-March 1983

Greige polyester/cotton printcloth, 48" 78x54 50% polyester/
50% cotton: Ranges and weighted average net booking prices
for forward sales of imported printcloth from the People's
Republic of China and sales of U.S.-produced printcloth,
and margins of underselling by imports, by quarters,

January 1981-March 1983--

Greige polyester/cotton printcloth, 48" 78x54 50% polyester/
50% cotton: Ranges and weighted average net booking prices
for spot sales of imported printcloth from the People's
Republic of China and sales of U.S.-produced printcloth,
and margins of underselling by imports, by quarters,

January 1981-March 1983

Greige polyester/cotton printcloth, 51" 73x52 50% polyester/
50% cotton: Ranges and weighted average net booking prices
for forward sales of imported printcloth from the People's
Republic of China and sales of U.S.-produced printcloth,
and margins of underselling by imports, by quarters,

January 1981-March 1983
Greige polyester/cotton printcloth, 51" 73x52 50% polyester/
50% cotton: Ranges and weighted average net booking prices
for spot sales of imported printcloth from the People's Re-
public of China and sales of U.S.-produced printcloth, and
margins of underselling by imports, by quarters, January

1981-March 1983--
Greige polyester/cotton pr1ntcloth 48" 78x54 50% polyester/50%
cotton: Ranges and weighted average net booking prices for

forward and spot sales of imported printcloth from the
People's Republic of China and forward and spot sales of
U.S.-produced printcloth, quantities booked and margins
of underselling by 1mports. by months, November 1981-

April 1982
Greige polyester/cotton prlntcloth. U.S. imports for consumption

by principal sources, by quarters and total, 1980
Greige polyester/cotton printcloth: U.S. imports for consumption

by principal sources, by quarters and total, 1981
Greige polyester/cotton printcloth: U.S. imports for consumption

by principal sources, by quarters and total, 1982
Greige polyester/cotton printcloth: U.S. imports for consumption

by principal sources, by quarters and total, January-June 1983-—--

Greige polyester/cotton printcloth, 48" 78 X54 50% polyester/
50% cotton: Volume of sales booked by domestic producers
and importers thaet are the basis for price and margins of
underselling analysis, quantity and percentage share, by

quarters, January 1981-March 1983----———-—- -

Page

A-29

A-40

A-42

A-43

A-44

A-45
A-60
A-61
A-62

A-63

A-70

il



25,

26.

27.

28.

29.

Note:

iv

CONTENTS

Greige polyester/cotton printcloth, 48" 78x54 50% polyester/
50% cotton: Volume of forward sales booked by domestic
producers and importers that are the basis for price and
margins of underselling analysis, quantity and percentage

share, by quarters, January 1981-March 1983-
Greige polyester/cotton printcloth, 48" 78x54 50% polyester/
50% cotton: Volume of spot sales booked by domestic pro-

ducers and importers that are the basis for price and
margins of underselling analysis, quantity and percentage

share, by quarters, January 1981-March 1983
Greige polyester/cotton printcloth, 51*" 73x52 50% polyester/

50% cotton: Volume of sales booked by domestic producers

and importers that are the basis for price and margins of

underselling analysis, quantity and percentage share,

by quarters, January 1981-March 1983---—- -
Greige polyester/cotton printcloth, 51" 73x52 50% polyester/

50% cotton: Volume for forward sales booked by domestic

producers and importers that are the basis for price and

margins of underselling analysis, quantity and percentage

share, by quarters, January 1981-March 1983
Greige polyester/cotton printcloth, 51" 73x52 50% polyester/
50% cotton: Volume of spot sales booked by domestic producers
and importers that are the basis for price and margins of
underselling analysis, quantity and percentage share,

by quarters, January 1981-March 1983

Information which discloses confidential operations of individual

concerns may not be published and therefore has been deleted from this
report. Deletions are indicated by asterisks.

Page

A-71

A-72

A-73

A-74

A-75

v



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-101 (Final)

GREIGE POLYESTER/COTTON PRINTCLOTH FROM THE
PEOPLE 'S REPUBLIC OF CHINA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 735(b)(1) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)(1)), that an industry in the United States is
materially injured by reason of imports of greige polyester/cotton print-
cloth 3/ from the People's Republic of China (China) which have been found by
the Department of Commerce to bhe sold in the United States at less than fair

value (LTFV).

The Commission instituted this investigation effective March 28, 1983,
following a preliminary determination by the Department of Commerce that
imports of greige polyester/cotton printcloth from China are being sold in the
United States at LTFV.

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

Washington, D.C. on July 28, 1983, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(1)).

2/ Commissioner Lodwick took his oath of office on August 12, 1983, but did
not participate in this investigation.

3/ For purposes of this investigation, greige polyester/cotton printcloth
covers unbleached and uncolored printcloth fabric in chief value of cotlton,
containing polyester, and provided for in items 326.26 through 326.40, with
statistical suffix 32, of the Tariff Schedules of the United States Annotated.
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VIEWS OF THE COMMISSION
Introduction
We determine, pursuant to section 731 of the Tariff Act of 1930, that an
industry in the United $tates is materiallv injured by reason of imporfs of
greige 1/ polyester/cotton printcloth in chief value of cotton 2/ from the

People's Republic of China (China) which are being sold at less than fair

value. 3/

The Domestic Industry

the term “domestic industrv" is defined as "the domestic producers as a
whole of a like product, or those producers whose collective output of the

like product constitutes a major proportion of the total domestic production

1/ "Greige" .is pronounced “gray". [t is derived from the French word
"beige," which means natural, and refers to cloth that has not been subject to
further processing, such as printing, dyeing. or bleaching. Report at A-1.

2/ The technical definition of the imported article under investigation
corresponds to items 326.26 through 326.40 of the Taritf Schedules of the
United States (TSUS) with the statistical suffix 32: greige (unbleached and
uncolored) printcloth other than 80 x 80 type in chief value of cotton,
containing polyester. Prior to 1983, the imported article was included in
statistical suffix 92 as well. Report at A-2.

3/ Commissioner Stern summarizes the basis of her determination as follows:

Printcloth imported t'rom the People's Republic of China materially
contributed to a decline in profitability of the domestic industry during some
of the period under review. Imports were not the onlyv cause of injury to the
industry--the recession and a decline in demand, accumulated inventories, and
characteristics ot the industry which necessitated a strategy of lowering
prices to maintain high production in the face of falling demand also
negatively affected protfitability.

However, imports from China, which were booked in a large, concentrated
volume in the spring of 1982, exceeded domestic volume by several million
vards and undersold the domestic product by a substantial margin, which
significantly depressed U.S. prices. While printcloth from China undersold
the domestic product by margins in excess of the 1/2 cent margin which
purchasers typically require during limited periods from mid-1981 through the
first quarter of 1983, my affirmative determination is based primarily upon
Chinese activities during March and April 1982. It was during these months
that LTHV sales, large volumes, and low prices of imports occurred
simultaneously and signiticantly contributed to the domestic industry's injury.
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ot that product." 4/ “lLike product", in turn, is defined as "a product which
is like, or in the absence of like, most similar in characteristics and uses
with [the imported article]". 5/

The imported article which is subject to this investigation is greige
polyester/cotton printcloth in chief value of cotton. 6/ The polyester/cotton
printcloth urnder consideration is produced using spun yarn made from a blend
of polvester and cotton fibers, usually 50 percent by quantity of each
fiber. 7/ Printcloth is a widely>produced textile fabric that has a variety
of applications in the manufacture of apparel, including pocketing and lining,
as well as in household uses such as curtains, bedspreads., and quilts. 8/

Domestic printcloth is sold in the same constructions and widths as the
imports under investigation and is of comparable quality. 9/ Therefore, we
conclude that the domestic product "like" the imports of printcloth under
investigation is polvester/cotton printcloth in chief value of cotton
(hereinatter "printcloth"). For purposes of this investigation, domestic
polvester/cotton printcloth that contains 50 percent or more of cotton by

weight is considered to be equivalent to polyester/cotton printcloth "in

4/ Section 771(4)(A) of the Tariff Act of 1930 (19 U.S.C. 1677(4)(R)).
5/ Section 771(10) of the Tariff Act of 1930 (19 U.S.C. 1677(10)).
6/ For the technical definition of printcloth as provided in the TSUS, see
n. 2, supra. '
7/ Report at A-2.
8/ For a full discussion of the imported article, see Report at A-2-3.

9/ See Tr. at 66 and 118-19, Report at A-30, n. 1 and A-31. The importers
have argqued that the greige polvester/cotton printcloth imported from China is
slightly inferior in qualityv to the domestic product. However, this argument
goes to the issue of pricing. Neither party has suggested that any such
quality diffeiences are significant enough to affect the definition of the
appropriate like product.
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chief value of cotton." 10/ Thus, the industry consists of the domestic

producers of this product. 11/

Factors and Conditions of Trade

The domestic printcloth market is a complex and dvnamic one. Certain
factors or conditions of trade in Ehe U.S. printcloth market are central to
our analysis in this investigation.

First, most printcloth is sold bv forward contract (or forward order),
i.e., orders booked for future deliverv at a price agreed to at the time of
booking. The delivery time ranges from 3 to 12 months. 12/ The stronger the
prevailing market prices are, the longer the delivery times. 13/ The use of
forward contracts creates a lag between a decline in booking prices and the
eftect of this decline on protfitabilityv. Domestic producers record their
sales based upon the time of shipment. not the time when the order is booked.
Thus, there is a lag between the time when the order is booked and the time
when the sale is reflected in producers' financial statements. On average,
this lag is 6 to 9 months. Because of this lag, protit-and-loss data reflect
shipments booked at the prices that existed several months earlier. 14/

Second, producers, importers, converters, 15/ and other purchasers also

sell printcloth for immediate deliverv, as opposed to forward contract. These

10/ Report at A-2.

11/ Printcloth was piroduced in the United States during the period under
investigation by eight firms: Alice Manufacturing Co.: Clinton Mills, 1Inc.;
Dan River, Inc.; Greenwood Mills, Inc; Hamrick Mills; Mayftair Mills: Mount
Vernon Mills: and M. Lowenstein Corp. 1ld. at A-6-7.

12/ Id. at A-7 and A-33.

13/ 1d. at A-31.

14/ Id. at A-37. n.2 and accompanying text.

15/ See discussion of the role of converters in this market, infra at 6-7.
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sales are known as spot sales. When made by converters and other purchasers,
these sales are also referred to as second-hand sales. Prices for printcloth
in the spot market generally track prices in the forward contract market.
However, if the market is very strong, spot prices generally will be higher
than prices for forward orders. Conversely, if the market is "sliding." i.e.,
prices are steadily declining, spot prices generally will be lower than prices
for recent forward orders. Depending upon the volume of goods sold in the
spot market and purchasers' evaluation of future market strength or weakness,
spot prices can lead "forward order" prices up or down. 16/ During the period
from late 1981 through mid-1982, the spot market increased in importance as
sellers, including producers, importers and converters, sought to unload large
inventories by selling in the spot market. 17/ As these spot prices fell,
they led prices down for contemporaneous "forward contracts" as well.

In addition, the role of '"converters" in this market is critical.
Converters are middlemen that hold title to the fabric while it is sent to a
finishing mill to prepare it for sale to the end user. They bear the risk of
changes in the value of this inventory until it is sold to the end user. In
addition, converters also purchase and sell large quantities of printcloth on
a speculative basis and play a principal role in the second-hand market.
Converters will reduce their holdings of printcloth when they expect a period
of reduced demand and falling prices. Thus, a decline in demand will be

exacerbated by an increase in supply in the spot market for printcloth. The

16/ Tr. at 92, 93.
17/ Report at A-33.
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result is a sharp decline in price while thése inventories are run down. 18/
This is precisely what occurred in late 1981 and early 1982. 19/

Finallv, domestic producers, faced with substantial fixed costs,
continued to produce and ship printcloth in 1982 rather than curtail
production when demand declined. This approach, known as a "marginal
cost-pricing strategy." entails producers' selling at prices below the fully
allocated costs of production so long as the price obtained is above the
variable cost of production and thus makes some contribution to fixed
costs. 20/ Thus, the reaction of domestic producers to a decline in demand
also intensitied the decline in price necessary to adjust to tﬁe lower level
of demand during this crucial period.

Theretore, injury to the domestic industry is reflected primarily in a
sharp decline in the price U.S. producers were able to obtain for their
product rather than reduced shipments or production. Hence, the impact of
imports from China can be most readily assessed through consideration of the

extent to which the imports are a cause of the price depression suftered by

the domestic industry.

Condition of the Domestic Industry

Apparent domestic consumption of printcloth declined from 43 million
square vards in 1981 to %24 million square vards in 1982. 21/ The decline in

consumption in 1982 reflects a recession-related drop in demand for apparel

18/ Id. at A-37.

19/ See. id. at A-39, n.2 and accompanying text.

20/ Both the domestic producers and the importers acknowledge that this is a
rational and proper management decision. See, e.g.. Ir. at 26-27 and 177.

21/ Report at Table 14.
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and other end uses and the existence of large purchasers' inventories. 22/
However., due to domestic producers' "marginal cost-pricing strategy", 23/ the
effect of the drop in demand is reflected primarily in lower prices rather
than lower levels of production, shipments, and capacity utilization. 24/

Petitioners acknowledge that the printcloth market was strong through
mid-1981. 25/ However, they contend that the domestic industry is currently
experiencing material injury in the torm of a sharp drop in profitability
which resulted from a sharp decline in the price of printcloth during the
period From mid-1981 through 1982. They argue that imports from China
contributed to the fall in prices and, therefore, "materially aggravated" 26/
the resultant financial reverses sutfered by the domestic industry in 1982 and
1983. 27/ Thus, the focus of our analysis of the condition of the domestic
industry is on the effect of declining domestic prices during the period

mid-1981 through 1982.

22/ Report at A-33-35.

23/ See discussion of this practice supra at /.

24/ Production declined by 8 million square vards from 505 million square
vards in 1981 to 497 million square vards in 1982, and capacity utilization
declined from 77 percent in 1981 to 73 percent in 1982. Report at Tables 1
and 2. Shipments actually increased by 11 million square vards during the
period. 1d. at Table 3. However. inventories also increased by 6 million
square vards during the same period. Id. at Table 5.

25/ Petitioners' Prehearing Brief (Final) (hereinafter "Petitioners' Brief")
at n. 26 and accompanying text.

26/ Petitioners' Brief at 4.

27/ Because forward shipments are made at prices booked months earlier,
profit and loss data for 1981 and the first half of 1982 largely reflect
shipments booked at high prices during the strong market which ended in late
1981. Similarly, shipments booked at the substantially lower 1982 prices are
reflected in 1983 profit-and-loss data. See discussion of this layg phenomenon

supra at 5.
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As we noted in our preliminary aftirmative determination of September

1982, 28/ although profit-and-loss information showed a relatively profitable
industry through the first half of 1982, this financial experience reflected
shipments based on sales that were booked several months earlier in 1981 at
prices significantly higher than 1982 prices. 29/ We tound that prices and
"unfilled orders" 30/ had decreased substantiallv, while inventories had
increased to almost double the leyels of the corresponding January-July period
of 1981. 31/ Thus, we concluded: "It appears that the domestic industry will

soon manifest more substantial indicators of material injury than are
presently apparent." 32/

The data obtained in our final investigation contirm this conclusion.
Prices declined steadilv by 3 cents a vard from March through August
1982. 33/ Unfilled orders at the end of 1982 totaled 276 million square
vards, a 26 percent decrease from the "boom" 1981 level of 373 million square
vards and also a significant decrease from the arguably more typical 1979 and

1980 levels. 34/ 1lnventories at the end of 1982 increased to 26 million

28/ Greige Polyester/Cotton Printcloth From the People's Republic of China,
Inv. No. 731-TA-101 (Preliminary), USITC Pub. 1289, September 1982
(hereinafter "Preliminary Opinion") at 8. Our analysis of 1982 trends in the
preliminary investigation was based upon data collected for January-June or
January-July 1982,

29/ Id. at 8.

30/ The term "unfilled orders" refers to orders that have been booked, but
not shipped. They are not reflected as sales on the company's books until
shipped. However, taken together with trends in pricing, they indicate trends
in financial experience.

31/ Preliminary Opinion at 8.

32/ Id.

33/ Dailv News Record, May 3, 1983 at 12. See generally Petitioner's Brief
at 10.

34/ Contained in petitioners' supplemental information submitted August 9,
1983. Unfilled orders totaled 364 million square vards in 1979 and 3%0
million square vards in 1980. Petition at Appendix 11.
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square vards compared with 20 million square vards in 1981 and 15 million
square yvards in 1980. 35/

Net sales were $169 million in 1982, down only slightly from net sales
reported for 1981. 36/ However, the ratio of cost of goods sold to net sales
increased significantly between 1981 and 1982, to 94 percent in 1982. 37/
Thus, operating income tell precipitously between 1931 and 1982. Similarly,
the ratio of operating income to net sales fell sharply to 0.8 percent in
1982. This decline was far worse than the average tor all textile mill
products. 38/ Furthermore, four firms, which represent a significant portion
of domestic production, experienced operating and net losses in 1982. 39/
This marks a substantially worse performance than in 1981. 40/

Due to the lay bhetween the time that forward orders are booked and the
time that thev are shipped, we must examine the financial experience of
domestic produceré through the second quarter of 1983 in order to fully assess

the impact of imports from China on the U.S. market during 1982.

35/ Report at Table 5.

36/ Id. at Table 9. Unless otherwise noted., the Figures cited in our
discussion of profitability are found in lable 9.

37/ Commissioner Stern notes that the ratio of cost of goods sold to net
sales rose in part because the sales price per unit declined and in part
because the cost of goods sold per unit increased. While increases in the
cost of goods sold were not directly attributable to imports of printcloth
from China, net sales were far less due to the decline in prices during 1982.

38/ In 1981, the operating income margin for printcloth was approximately
double and the net income betore taxes margin was more than double the tigure
for all mill products. (The exact figures are confidential information.) In
1982, the printcloth operating protfit margin was 0.8 percent, compared with
the industry average of 4.5 percent, and the net income before taxes margin
was 0.1 percent, compared with the industry average of 3.5 percent. Report at
A-18.

39/ One producer has discontinued printcloth operations due to this lack of
profitability. Report at A-10.

40/ The number of tirms experiencing losses in 1981 is conftidential
information.

10
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In 1983, the financial experience of domestic producers worsened
further. In the Januarv-March 1983 period. net sales increased by 6 percent
over those in the corresponding period of 1982, but the cost of goods sold
again increased substantiallv. The ratio of cost of goods sold to net sales
rose to 103 percent, compared with 90.2 percent during the corresponding
period of 1982. Accordingly, the reporting firms sustained an aggregate
operating loss of $3.9 million, or a negative 8.5 percent of net sales during
the January-March 1983 period. compared with an operating income of $1.8
million, or 4.1 percent of net sales during the corresponding period of 1982.
The trends for net income before taxes and cash flow were also'substantially
down. These trends were evident on an individual company basis as well. Five
of the seven reporting firms experienced both operating and net losses; the
other two experienced veiry substantial declines. Al/

The domestic industry's adverse financial performance in 1982 and 1983
has also atfected its ability to make necessary investments. 7These
investments are necessary, according to industry spokesmen, in order to lower
costs of production, particularly labor and energy costs. 42/ 1In 1982. the
industry invested $22 million in facilities used for brintcloth

production. 43/ This represented a $13 million decrease from its 1981

41/ Data reported by five firms regarding second quarter 1983 financial
information indicate that these trends continued through this quarter as
well. Report at Appendix D.

42/ Tr. at 67. ,

43/ Unless otherwise noted, the figures cited in our discussion of

investments are derived from Table 11.

11



12
investment. Also. the ratio of operating profit to book value dropped from 32
percent in 1981 to 2 percent in 1982. Cash flow dropped by more than half
duringa the same period. 44/ Furthermore, in the interim 1983 period, the
industry's investment declined sharply compared with that made in the
corresponding period of 1982, and the ratio of operating loss to original cost
and book value reached negative 2 percent and negative 5 percent,
respectively. Moreover, the industry is currently experiencing substantial
negative cash flow. Under these conditions. the domestic industry cannot
continue to modernize and remain competitive. 45/ 7Thus. we determine that the

domestic industry is currently experiencing material injury.

Material inijurv bv reason of imports from the People's Republic of China 46/

Congress has instructed the Commission that its task is not to determine
the most important cause of material injury to the domestic industrv. Nor is
it to weigh the effects of various causes of material injurv. Rather. we are

only to determine whether LTFV imports of printcloth from China are a cause of

44/ Report at Table 9.

45/ For example, one producer testified that it has discontinued some of its
operations because it lacks the cash flow necessarv to make needed
invesiments. Tr. at 40.

46/ Commissioner Stern notes, as petitioners acknowledge, that all of the
Financial difficulties experienced by the domestic industry in 1982 and into
1983 are not attributable to imports from China. To some extent., the domestic
industrv's 1982-83 tinancial ditficulties are the result of a cyclical
downturn which was aggravated bv excessive inventories sold bv purchasers.
Thus. some of the decline in prices. and therefore some of the financial
downturn that the industryv experienced in 1982 and continues to experience in
1983 are due to these general market factors.

12
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material injury to the domestic industry 47/.

"Mater-ial injury" means harm "which is not inconsequential, immaterial,
or unimportant." 48/ Ihe statute sets forth various criteria for assessing
the issue of whether L1FV importis are materiallv injuring a domestic
industry. Among the factors we consider are the following: whether the
volume or increase in the volume of imports is significant: whether the price
impact of the imports is signitficant: and whether the imports have had an
adverse impact on the domestic industry. 49/ Our task in assessing the volume
and price effect ot imports trom China is a necessarily complicated one, 50/
and one that cannot be done with mathematical precision. Nevertheless, we
find that the combined volume effect and price ettect of these imports from
China during part of the period under investigation created a significant
downward pressure on domestic market prices, and therefore these imports are a

cause of the material injury currently experienced by the domestic industry.

Volume of Imports from China

Since China obtained most-favored-nation status in 1980, imports of the

printcloth under investigation increased sharply trom Ll million square vards

47/ The legislative history of the Trade Agreements Act ot 19/9 provides
that the injuryv caused by sales at less than fair value need not be the
"principal” or a "major" or "substantial" cause of overall injury to an
industry. "Any such requirement has the undesirable result of making relief
more diftficult to obtain ror industries facing ditficulties from a variety of
sources. although these may be preciselv those industries that are most
vulnerable to subsidized import competition and dumping." §. Rep. No. 249,
96th Cong., 1st Sess. 74-75 (1979): See also. H. Rep. No. 317, 96th Cong.,
Ist Sess. 47 (1979). ‘ ’

48/ 19 U.S.C. § 1677(7)(A).

49/ 19 U.S.C. §& 1677(7)(B).

50/ See the discussion of factors and conditions of trade supra at 5-7.
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in 1980 to 57 million square vards in 1981. 51/ They then increased by
another 8 million square yards in 1982, to 65 million square vards.
Similarly, the ratio of imports from China to apparent domestic consumption
increased from 2.7 percent in 1980 to 10.5 percent in 1981, and 12.4 percent
in 1982. Thus. during the critical 1982 period, imports from China rose in
both absolute and relative terms.

The trends for imports from China parallel the trends for total imports
in 1980 and 1981. However, in 1982, imports trom China increased at a time
when imports from every other major exporting countryv decreased, in most cases
substantially. Thus. as a share of total imports, imports from China
increased from 31 percent in 1980 to 42 percent in 1981, and to 62 percent in
1982.

Furthermore, the volume of imports from China had an effect on the market
even greater than the annual figures indicate because of the timing of
forward contract and spot sales in the U.S. market. Because Chinatex 52/

prefers annual trade missions to permanent U.S. offices, in 1981 and 1982 it

51/ Our discussion of the absolute and relative volume of imports from China
is based on figures found in Tables 13 and 14.

52/ Chinatex is the state trading company ftor the People's Republic of
China. Chinatex sells only on a forward booking basis, either to importers or
directly to end users. In 1981, Chinatex formed a joint venture importing
company known as "Huafang." In order to gain the extra profit margin enjoyved
by importers, Chinatex sold only to one importer, Huafang, from mid-1981 until
March, 1982. Id. at A-35. In late 1981 and early 1982, Huafang, which had
purchase commitments to Chinatex as well as a large inventoryv overhang, began
to unload its inventorv in the spot market. 1In March, 1982, because Huafang
was unable to make further purchase commitments, Chinatex decided to dissolve
the joint venture and sell directlv to non-related importers. As a result of
this decision, Huafang sold massive amounts of printcloth in the spot market
in March and April, 1982. Thus Chinatex had a substantial presence in the
forward market and Huatang dominated the spot market in early 1982,
particularly in March and April.

14
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booked most of its printcloth during the March-May three month period. 53/
However, in March of 1982, Huafang was dissolved, and massive amounts of
printcloth from China that it had been holding in inventory were sold on the
spot market. Also in March of 1982, Chinatex booked large orders with
importers other than Huafang for forward delivery. The volume of printcloth
from China booked in early March in both the "forward order" and spot markets
was substantially more than the total volume booked by the four largest
domestic producers in these markets during the same period and represented a
substantial portion of the imports from China in 1982. 54/ Thus, the combined
effect in March, 1982, of Huafang's spot market sales and Chinatex's forward

contract hookings was particularly significant.

Prices of imports from China

Prices in the domestic printcloth market change on a daily, if not hourly
basis, and are very sensitive to fluctuations in supply. Sales can be lost
for as little as 1/4-1/2 cent per vard. 55/ 1In 1980 and the rirst half of

1981, the spot market price 56/ of the most widely traded construction of the

53/ Based upon confidential data obtained from the Department of Commerce.
54/ Report at Table 19. During late 1981 through mid-1982, converters and
end-users also sold unneeded inventories in the spot market. Industry experts
testified that the exact amount of these sales is not known, but is presuined

to have totaled millions of vards. Tr. at 51 and 101. Clearly, this third
dimension of the market was also a factor in contributing to the oversupply
situation which, in turn, contributed to the fall in prices. See discussion,
supra at 6.

55/ Report at A-31. For large orders, sales can turn on as little as 1/8
cent per yard. Tr. at 19.

56/ The best available indicator of pricing trends in this industry is the
"spot market" price because trade publications keep daily records of changes
in that price. Similar data on prices of "forward orders" are not available.
However, we note that individual transaction prices supplied by petitioners,
many of which are on "forward orders", generally follow the same downward
trend as do the publicly reported spot prices during this period.

15



16

printcloth under investigation 57/ ranged from slightly less than 50 cents to
almost 60 cents per linear vard (hereinafter "vard"). 1In September 1981, it
began to drop steadily, falling from 56 cents to 45 cents bv the end of July
1982, a decline of 11 cents during an ll-month period. 58/

Petitioners acknowledge that printcloth from China was priced at or above
the prevailing market price during 1980 and the first half of 1981. 59/ 60/
Thus, we shall focus our analysis on the period from the fourth quarter of
1981 forward.

lraditionally, purchasers require a l/2-cent-per-yard extra margin for

printcloth from China to offset the uncertainties and extra costs of importing

57/ The most widely traded construction of the printcloth under
investigation is the 48-inch /8 x 54 construction.

58/ Based upon spot prices reported in the May 3, 1983 Dailv News Record
(DNR). The spot price figures used by the importers are different from these
DNR figures in that the importers' figures represent an averaging of mid-month
and end-of--month prices. The fiagures used by petitioners are spot prices for
particular days. We have chosen to use DNR spot prices because they are more
illustrative of trends within each month than are monthly averages, but avoid
overstating the declines as much as dailv prices may. Similarly, in
discussing spot price trends, we use the DNR spot prices rather than the
weighted average domestic spot prices contained in Table 19 because these
average monthly prices mask, to some extent, price trends that occurred within
a month or within a period that spanned parts of a month or months.

59/ Tr. at 58.

60/ Commissioner Stern bases her affirmative finding primarily on the impact
of the Chinese product on the domestic industry in March and April of 1982,
when three factors coincided to produce material injury: (1) large volume of
imported product, exceeding domestic volumes, (2) less than tair value sales
at significant L1FV margins, and (3) consequent margins of underselling. 1In
other periods, the causal nexus was less evident, and anv margins of
underselling by the Chinese product were apparently more closely related to
importers' competitive practices than to LTFV sales by China. Printcloth from
China was sold by Chinatex at prices at or above domestic prices, in both the
forward and spot market prior to March, 1982, and then sold by independent
importers and possiblyv converters at prices substantially below the prices
paid for them. (See Report at A-48 through A-53 for an explanation of the
role of the independent importers in the resale of the Chinese product, and
the willingness of some to torego their usual protit margin in order to have
exclusive access to Chinese printcloth.)
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compared with purchasing rrom a domestic mill. 61/ Nevertheless, during the
period mid-1981 through the first quarter of 1983, printcloth from China
undeirsold the domestic piroduct by margins well in excess oF the 1/2-cent
margin which purchasers typically demand.

Beset with large inventories and torward commitments, Huafang sold a
large quantity 62/ of the largest volume construction of printcloth during the
December 1981--January 1982 perioq in the spot market. 63/ Significant
underselling occurred during December, but the monthlv spot bookings for both
domestic producers and imports trom China were small, and domestic spot
booking prices actually increased slightly.

However, in February, the spot price of imports from China dropped
dramatically by more than % cents compared with that of January. The spot

price for domestic printcloth fell bv 4 cents in February.

61/ Report at A-36.

62/ The specific volumes, prices and margins of underselling of imports from
China sold by Huatang are confidential. 7Thus, our discussion of spot bookings
of imports from China must necessarily be in general terms.

63/ Report at Table 19. Unless otherwise noted, our discussion of monthly
volumes and prices of printcloth from China cites figures found in Table 19.
fable 19 includes data only on the lardgest volume 43-inch 78 x 54
construction. Thus, the figures on volume are understated in that thev do not
reflect the total voiume of Chinese impoirts sold by importers during this
period. However, the data base upon which Table 19 is based is larger than
the data base upon which the guarterly tigures are based. Whereas the
quarterly figures are based upon the four largest sales of domestic producers
and importers, the figures in Vable 19 are based upon Department ot Commerce
data regarding all of Huafang's sales of 48-inch printcloth, and upon
supplementary guestionnaire responses provided by the six largest domestic
producers and the three largest importers regarding all of their sales of
48-inch printcloth. Thus, even though the quarterly data include data on
another construction, the quarterly figures on volume are substantially
smaller than those in Table 19.

Commissioner Stern notes that since Table 19 includes only sales by
domestic producers, not by purchasers, it does not reflect the substantial but
unknown quantities of predominantly domestic product which was sold in the
second-hand market during this period. Tir. at 51, 65. Thus the overall
volume of domestic printcloth traded in the market at this time is understated.
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In March of 1982, around the time that the decision to discontinue
Huafang's operations was made, the quantity of spot bookings made by Huafang
was more than four times as much as the spot bookings of domestic producers.
These bookings were made at prices which undersold the domestic product by a
signitficant margin. In mid-March., the spot market price fell from 47 cents to -
45 cents. 64/

In April 1982, the quantity of spot bookings ot printcloth from China
totaled more than three times the spot bookings of domestic producers, and
despite a drop in domestic prices from March, undersold the domestic price,
again by significant margins. Domestic spot booking prices Flﬁctuated in
April, reaching a low of 46 cents in mid-April before recovering to 48 cents
by the end of April.

In addition, the volume and pricing of forward bﬁokings of imports from
China also exerted downward pressure on the prices of domestic forward
bookings.

In November 1981, forward bookings of imports from China totaled 1.6
million yards, compared with a far smaller quantity of domestic
printcloth, 65/ and undersold the domestic product by a margin of 4.7 cents.
In addition, the low range of import prices undersold even the low range of
domestic prices by 5 cents per vard.

During the December 19Y81--January 1982 period, imports from China

undersold the domestic product by substantial margins, 66/ but the volumes of

64/ See supra n. 33.
65/ Because a limited number of domestic producers reported forward bookings
for the months of November and December 1981, these figures are confidential.
66/ In December 1981 and January 1982, forward bookings of imports from
China undersold the domestic product by margins of 4.8 cents and 6.5 cents,
respectively.
18
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imports from China in these months were relatively small. Few, if any,
forward bookings of printcloth from China were made in February.

However, in March, 1982, Chinatex reentered the market. resuming sales to
independent importers. During the March--May 1982 period, Chinatex booked an
extremely large quantity of forward orders to importers, converters, or end
users at prices substantially below those of the domestic product. 67/

Forward bookings of printcloth from China in March totaled 3.8 million
vards--1.1 million vards more than were booked bv domestic producers during
the month. These bookings undersold the domestic product bv a margin of 1.7
cents. (he weighted average forward booking price for domestic producers
declined by approximately 1/2 cent, to 47-1/2 cents in March compared with the
February price.

In April 1982, imports from China in the forward contract market
continued to undersell the domestic product by a margin of 1.5 cents. Again,
a comparison of the lowest domestic and import prices indicates that imports
from China undersold even the low range of domestic prices. rhus, the
availability of large quantities of Chinese goods for spot bookings at low
prices in March and April held prices at depressed levels during those months
and contributed to low forward booking prices. The reentryv of Chinatex in

March, 1982, with a very large volume of ftorward bookings at low prices added

to this price depression.

67/ The exact figure is confidential information obtained from the
Department of Commerce. 1t is believed to represent total bookings for all
constructions made during this period. Of this total, a significant
percentage was booked to end users as discussed infra at 19. ‘The rest was
presumably sold to importers. 7o the extent that importers resold these goods
soon after purchasing them trrom Chinatex, they would be reflected in the total
of 7.1 million vards of importers sales included in Table 19.
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In addition to the pricing intormation based on sales by importers
discussed above, we also have information regarding the prices and volumes of
printcloth which Chinatex sold directly to end users. These data indicate
that during the period March-May, 1982, Chinatex sold a very large quantity of
printcloth at prices that undersold the domestic product by 3 to 5 cents., 68/
Therefore, the combined effect of the volumes and underselling of imports from
China, particularly in March and ﬁpril 1982, contributed in a signiticant way
to the decline in both domestic spot @nd forward booking prices which occurred
during the first half of 1982, and to the resultant financial probleins
experienced by the domestic industry in the second half of 1982 and the first
half ot 1983. We also have been able to confirm that the prices of the
imports from China resulted in specific lost sales. 69/

Therefore, we find that the domestic industry is experiencing material
injury by reason of imports of the printcloth under investigation which are

being sold at less than fair value. 70/ /1/

68/ Report at A-47. A substantial portion of this amount was 5l-inch
printcloth. The rest was 48-inch printcloth. The exact figures for each
construction are contidential because they are contained in confidential
information obtained from the Department of Commerce.

69/ Final Report at A-4/; Preliminary Report at A-41.

70/ Chairman Eckes and Commissioner Haggart note that certain indicators of
the condition of the domestic industry, notably domestic shipments, show some
improvement in January-March 1983 from the comparable period in 1982. 1In
addition, prices have increased modestly since they bottomed out in August
1982. Nevertheless., the industry has continued to suffer significant
tfinancial losses in the first and second guarters of 1983. Tf(his and the other
factors which we have relied upon in our analysis of the condition of the
domestic industry provide overwhelming support tor the conclusion that the
domestic industry is experiencing material injury by reason of imports from
China.

71/ Commissioner Stern notes that, while the Commission found material
injury to the industry and, hence, did not reach the issue of threat, an

(Footnote continued)
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(Footnote continued)
analysis of the issue of threat ot material injury indicates that currently
imports from China do not appear to pose such a threat.

Relevant in this regard is the July 30, 1983, textile agreement which
includes a new quota for the 315 Category of all printcloth imports. '

In the preliminairy investigation ot September, 1982, the Commission found
that the quota in existence at that time did not preclude the existence of
threat of material injurv to the industry. (That arrangement was the July 26,
1982, amendment to the bilateral agreement which imposed a limit of 167
million square vards on cloth exported rrom China to the United States between
January-December, 1982.) 1 also noted at that time that., because the quota
left China ftree to alter the distribution of the overall guota between cotton
and polyv/cotton printcloth, the industry could still be threatened with
material injury.

An analvysis of the new textile bilateral agreement and facts presented to
the Commission in the course of the Final investigation suggests that this
threat may no longer exist. The new 1983 quota on Category 315, while
slightly higher at 118 million square vards than the unilateral limit of 92.5
million square yards imposed on China for the period January-December 1983, is
much lower than the 16/ million squaire vard level the Commission found
threatening in 1982.

Petitioners argue that threat to the industry nevertheless exists
because, inter alia, injury occurred to the industry when poly-cotton imports
from China weire only 64.% million square yards, below the unilateral restraint
level of 92.5 million square vards. (I'r. at 3b)

Several factors indicate that this is not the case. First, although the
315 Category includes both all cotton and poly/cotton printcloth, respondents
have satisfactorilv demonstrated that the tendencv is towards shifting to the
higher-priced all cotton product which petitioners have not alleged is
materially injuring the domestic industry. Production capacity ot poly/colton
printcloth in China has been significantly reduced, and some poly/cotton looms
have been dismantled. Respondents estimate the percentage of the guota that
will be filled with poly/cotton will at least remain at the current level of
44 percent, it not tall. Hence, the absolute volume ot poly/cotton will drop
considerably, since the 118 million square vard quota limit is much less than
the 167 million square vard Limit. 1t should also be noted that this 1982,
167 million square vard limit will not again be reached under the growth
Limits ot the recent agreement until 1988.

Moreover, internal Chinese demand for printcloth is increasing. While
the United States is presently China's only market for H0/%0 poly/cotton
printcloth, some ot total polv/cotton printcloth production is now being
targeted Ltoward new markets.

Furthermore, some indicators show that the domestic industry may be
experiencing & recovery in the immediate future. Consumption and shipments
have increased, and prices are going up. Inventories have declined
significantly, and untilled orders for the January-June 1983 period have
increased over the corresponding period of 1982. Hence, this industry should
be able Lo successtully compete with imports tirom China in the future.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On August 5, 1982, a petition was filed with the U.S. International Trade
Commission and the Department of Commerce on behalf of the American Textile
Menufacturers Institute, Inc., and eight of its member companies 1/, alleging
that an industry in the United States is materially injured, or is threatened
with material injury, by reason of imports of greige polyester/cotton
printcloth from the People's Repubic of China (China) being sold at less than
fair value (LTFV). Accordingly, effective August 5, 1982, the Commission
instituted a preliminary investigation under section 733(a) of the Tariff Act
of 1930. On September 14, 1982, the Commission unanimously determined, on the
basis of information developed during the course of investigation No.
731-TA-101 (Preliminary), that there was a reasonable indication that an
industry in the United States was threatened with material injury by reason of
the importation of such merchandise into the United States. Following the
Commission's affirmative determination, the Department of Commerce continued
its investigation into the question of sales at LTFV,

On March 9, 1983, the Department of Commerce published a preliminary
determination that there is a reasonable basis to believe or suspect that
greige polyester/cotton printcloth from the People's Republic of China is
being sold, or is likely to be sold, in the United States at LTFV, as provided
for in section 733 of the Tariff Act of 1930, as amended. As a result of this
preliminary determination by Commerce, the Commission instituted investigation
No. 731-TA-101 (Final) to determine whether an industry in the United States
is materially injured, or is threatened with material injury, by reason of
LTFV imports of greige polyester/cotton printcloth from the People's Republic
of China. Commerce extended its investigation pursuant to section 735
(a)(2)(A) of the Tariff Act of 1930 and notified the Commission of its final
determination on July 27, 1983. 2/

Notice of the institution of the Commission's investigation No.
731-TA-101 (Final) and of the public hearing held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, D.C., and by publishing the notice
in the Federal Register on April 6, 1983 (48 F.R. 15017). The hearing was
held in Washington, D.C., on July 28, 1983, 3/ The Commission voted on this
case on August 22, 1983, and notified Commerce of its determination on
September 6, 1983.

Description and Uses

Greige 4/ polyester/cotton printcloth is a textile fabric used in a wide
variety of apparel and household items. It is often produced and sold "in the

1/ Alice Manufacturing, Clinton Mills, Dan River, Greenwood Mills, Hamrick
Mills, Mayfair Mills, Mount Vernon Mills, and M. Lowenstein Corp.

2/ Copies of the Commission's and Commerce's Federal Register notices are
presented in app. A.

3/ A list of witnesses appearing at the hearing is presented in app. B.A-l

4/ "Greige," derived from the French beige, meaning natural, is used
interchangeably with the term "gray" and refers to fabric in its natural
unfinished state. Gray is more commonly used in U.S. textile trade.
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gray" by the producing mill to converters, which have the goods finished
(i.e., bleached, dyed, printed, and so forth) according to the intended end
use. Major apparel uses include shirts, blouses, nightwear, dresses,
children's wear, and pocketing and lining materials. Household uses include
window curtains, bedspreads, and shower curtains.

The Imported Product

The greige polyester/cotton printcloth which is the subject of this
investigation is unbleached and uncolored printcloth fabric (other than
80 X 80 type) in chief value of cotton, containing polyester, and provided for
in items 326.26 through 326.40 of the Tariff Schedules o
Annotated (1983) (TSUSA), with statistical suffix 32 (printcloth other than
80 X 80). The term "printcloth" for purposes of this investigation means a
plainwoven fabric, not napped, not fancy or figured, of singles yarn not
combed, of average yarn number 26 through 40, weighing not more than 6 ounces
per square yard, having a total thread count of more than 85 yarns per square
inch, and with the total count of warp yarns per inch and the total count of
filling yarns per inch, each less than 62 percent of the total count of the
warp and filling yarns per square inch.

Before January 1, 1983, most of the printcloth in this investigation was
not covered in the definition of printcloth as provided in the statistical
headnotes of the TSUSA. 1/ Consequently, most imports of the printcloth under
investigation were classified under statistical suffix 92 (other) until the
end of 1982, rather than statistical suffix 32. The old TSUSA definition was
established at a time when most printcloth was all cotton and most
contructions were nearly '"square," that is, there were about an equal number
of ends and picks per inch, for example 80 x 80 or 68 x 68. The 78 x 54
construction and similar constructions have since become the leading
constructions for printcloth of fiber blends such as polyester/cotton. A
proposal to change the definition in the TSUSA was accepted by the Committee
for Statistical Annotation of the Tariff Schedules. 2/ The new definition,
effective January 1, 1983, encompasses the 78 x 54 construction and is
essentially the same as the definition used in the petition for this
investigation.

The polyester/cotton printcloth under consideration is produced using
spun yarn made from a blend of polyester and cotton fibers, usually 50 percent
of each fiber. The yarn used in making the fabric is widely produced and the
fabric is one of the simplest to weave.

The printcloth covered in this investigation is limited to that in which
the value of the cotton fiber exceeds the value of the polyester fiber. Given
the relative costs of the two fibers during 1982, it is almost certain that a
blend containing 50 percent or more of cotton by weight would be classified in
chief value of cotton. Polyester/cotton printcloth in chief value of
polyester is classified as fabric of manmade fibers under TSUS item 338.50. 3/

1/ Statistical headnote 1(e), subpt. A, pt. 3, schedule 3.

2/ The Committee was established to carry out provisions of sec. 484(e) of
the Tariff Act of 1930. A-2
3/ The ad valorem equivalent of the MFN rate of duty for item 338.50 was
26.1 percent in 1982 compared with a rate of 13.6 percent for the printcloth

which is the subject of this investigation.
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Printcloth is produced in much the same way as other plainwoven fabric of
uncombed yarn. Most printcloth mills are integrated operations which perform
all stages of manufacture from yarn production to woven fabric. Packages or
bales of the raw fibers, cotton and polyester, are blended before being
automatically fed to the carding machines (cards). The cards have cylinders
surfaced with wire teeth, which remove trash and align the fibers. The fibers
emerge from the card in a wide, flat web which is then gathered into a
ropelike strand called sliver. Several strands of sliver are combined,
doubled, drawn, and slightly twisted to form a uniform roving. Spinning, the
finael stage of yarn manufacture, changes the relatively loose, low-strength
roving into a thin, strong, more highly twisted yarn.

In preparation for weaving, the warp yarns, which run in the vertical or
lengthwise direction of the fabric, are wound on long drums called warp beams
and may be treated with sizing to help prevent breaking during weaving.
Filling yarn is wound into small packages appropriate to the type of loom to
be used for weaving. Weaving is the process of forming fabric by interlacing
the warp and filling yarns at right angles to each other. Plain weave, the
type used in printcloth, is made with one warp over and one warp under the
filling throughout the fabric.

The printcloth imported from China is produced on shuttle looms. Though
much U.S., produced printcloth is also made on shuttle looms, some U.S.
printcloth mills use shuttleless looms, including the newer air-jet looms.
The production rate of air-jet looms is approximately 2-1/2 times that of
traditional shuttle looms. The quality of the Chinese fabric is reported to
be equal in most respects to that of U.S.-made printcloth. 1/

U.S. importers

The Commission has identified 13 importers of greige polyester/cotton
printcloth in chief value of cotton from China. The * * * largest
importers—--% * %*-_gccounted for well over half of total imports of the subject
fabric in 1982. 1In 1983, * * %,

* x x,  Huafang is a joint venture of the China National Textiles Import
and Export Corporation (Chinatex) (75 percent) and Scheuer International
Trading, Inc. (25 percent). * * %,

U.S. tariff treatment

Imports of the polyester/cotton printcloth subject to this investigation
are classified for tariff purposes under TSUS items 326.26 through 326.40 with
a statistical suffix of 32, Classification of fabric in chief value of cotton
in the TSUS is accomplished through a unique system based on the average yarn
number (AYN) 2/ of the fabric, which is designated by the fourth and fifth

1/ Transcript of the conference for investigation No. 731-TA-101
(Preliminary), pp. 64-67.

2/ The average yarn number is determined by counting the singles yarns per
square inch and using this information along with the dimensions and weight of
the fabric in a formula to compute the number. (See headnotes to subpt. A,
pt. 3, schedule 3, of the TSUSA.)
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digits of the TSUS item; e.g., 326.26 indicates that the fabric was produced
with yarn of AYN 26. Under this system, the rate of duty increases according
to the fineness of the yarn in the fabric. For example, TSUS item 326.40
carries a higher duty than TSUS item 326.26. Statistical suffixes (e.g., 32
for printcloth) do not determine classification for tariff purposes and thus
have no effect on the rate of duty; they are used for monitoring purposes.
The column 1 (most-favored-nation) and column 2 rates of duty, 1/

as of January 1, 1983, are shown in the following tabulation:

TSUS :

item No. ) Description ; Col. 1 ; Col. 2
: Woven fabrics, in chief : :
: value, but not wholly, : :
: of cotton: : :
: Containing (in addi- : : :
: tion to cotton) silk : :
: or manmade fibers, : :
: or both, but not :
: containing other :

fibers: : :
: Not fancy or figured: : :
326.26-.40 : Not bleached and not : 1/ Base rate : 1/ Base rate

: colored. : +1.7% : + 5%
: : ad val. : ad val.

1/ The base rate is the rate for an all-cotton fabric of the same average
yarn number. The base rate for col. 1 ranges from 9.9 percent ad val. to 12.2
percent ad val.; the base rate for col. 2 ranges from 19.1 percent ad val. to
24,0 percent ad val.

The column 1 rates of duty on polyester/cotton printcloth, which currently
range from 11.6 to 13.9 percent ad valorem, were unchanged from Jeanuary 1,
1972, until Jenuary 1, 1982. The current column 1 rates represent the second
stage of reductions granted in the Tokyo round of Multilateral Trade
Negotations (MIN) conducted under the General Agreement on Tariffs and Trade
(GATT). The duty reductions are being implemented at l-year intervals, staged
over a period of 6 years, beginning January 1, 1982. Duty reductions over the
period on polyester/cotton printcloth average about 25 percent. For example,
the duty on printcloth entered under TSUS item 326.35 will be reduced from
14,26 percent ad valorem to 10.9 percent ad valorem; the duty for imports
under this item in 1983 is 13.1 percent ad valorem.

‘l/ The rates of duty in column 1 are most-favored-nation (MFN) rates, and
are applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(f) of the ISUSA.

However, such rates would not apply to products of developing countries which
are granted preferential tariff treament under the Generalized System of
Preferences (GSP) or under the "LDDC" column. The rates of duty in column 2
apply to imported products from those Communist countries and areas enumérbted
in general headnote 3(f) of the TSUSA.
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Imports of the subject fabric are not eligible for duty-free treatment
under the Generalized System of Preferences (GSP), 1/ nor have the least
developed developing countries (LDDC's) been granted preferential rates of
duty on this fabric. 2/

Printcloth is subject to restraint under the terms of the Multifiber
Arrangement (MFA). 3/ Prior to January 1, 1983, imports of polyester/cotton
printcloth in chief value of cotton had been classified in two MFA categories:

Category 315-Cotton printcloth fabrics, woven
Category 320-Cotton fabrics, other, woven, n.e.s.

Since the new definition of printcloth was adopted in the 1983 TSUSA, all the
subject fabric has been classified in category 315.

Under the MFA, Pakistan, the Philippines, and Thailand have specific
limits on their exports to the United States of products in category 315.
Brazil, Colombia, India, and Romania have designated consultation levels 4/ on
this category; Macau, Poland, and Singapore have minimum consultation
levels. S/ Although China is not a signatory to the MFA, the United States
has negotiated an agreement with China similar to those under the MFA pursuant
to the provisions of section 204 of the Agricultural Act of 1956. The
original bilateral agreement with China (covering calendar years 1980-82)
provided no specific limits or consultation levels for categories 315 and 320,
although both categories were listed as subject to consultation. 6/ In June
1982, however, restraint levels were established for the printcloth covered by
these two categories; in July 1982, the bilateral agreement was amended to
include a specific limit for calendar year 1982 of 167 million square yards
for category 315/320 (pt.) 7/. When China and the United States failed to
agree to an extension of the bilateral agreement, the United States imposed
unilateral restraints in December 1982, The restraint level imposed for

1/ The GSP, under title V of the Trade Act of 1974, provides duty-free
treatment for specified eligible articles imported directly from designated
beneficiary developing countries. GSP, implemented by Executive Order No.
11888 of Nov. 24, 1975, applies to merchandise imported on or after Jan. 1,
1976, and is scheduled to remain in effect until Jan. 4, 1985.

2/ The preferential rates of duty in the "LDDC" column of the TSUS reflect
the final U.S. MIN rate without the normal staging.

3/ Sanctioned by the GATT and formally known as the Arrangement Regarding
International Trade in Textiles, the MFA was implemented in 1974 for a period
of 4 years, extended for 4 years effective January 1978, and extended again
effective January 1982 to run through July 1986.

4/ Designated consultation levels are predetermined export levels which can
only be exceeded with agreement (after consultations) by the importing country.

S5/ Minimum consultation levels are levels up to which a country may ship in
a category before the United States will request consultations for controlling
imports in that category.

6/ Categories subject to consultation are ones for which specific export
levels have not been established., However, the United States can request
consultations to establish specific limits when it believes that such limits
are necessary to eliminate market disruption or the threat of market;
disruption.

1/ Only statistical suffix 92 in category 320 was included.
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category 315 was 92.5 million square yards in the period January l-December
31, 1983. 1/ On August 19, 1983, the United States and China signed a new
bilateral agreement establishing the 1983 quota at 118 million square yards
and providing for phased growth to 171 million square yards by 1987.

The Domestic Product

For purposes of defining tke comparable domestic product in this
investigation, polyester/cotton printcloth containing 50 percent or more by
weight of cotton is assumed to be in chief value of cotton. At fiber prices
in late 1982, the value of cotton and polyester in a 50/50 polyester/cotton
blend was nearly equal. Since cotton prices are currently about 10 cents per
pound higher than polyester, the U.S. Customs Service currently classifies
such imported 50/50 blends (which consititute most of the subject imports) as
in chief value of cotton. Domestic production of polyester/cotton printcloth
in chief value of cotton, i.e., containing 50 percent or more of cottom by
weight, is believed to account for about three-fourths of total domestic

production of all blends of polyester/cotton printcloth.

U.S. Producers

During the period covered by this investigation, eight firms are known to
have produced polyester/cotton printcloth in chief value of cotton in the
United States. 2/ Of this total, seven have sold nearly all their output in
the greige state; the remaining one 3/ sells most of its output as finished
fabric (bleached, dyed, or printed). In early 1983, Mt. Vernon Mills
discontinued production of this fabric. On the basis of questionnaire
responses, * * * of the mill output of polyester/cotton printcloth in chief
velue of cotton is sold by mills in the greige state, rather than as finished
goods. The following tabulation, which was compiled from data obtained in
response to the Commission's questionnaires, shows the domestic producers and
each firm's share of total U.S. production in 1982:

Firm Percent of total
Alice Manufacturing Co---————-—-—ece—— XXX
Clinton Mills, Inc-- X% X
Dan River, Inc——- talats
Greenwood Mills, Inc Xk %
Hamrick Mills %%

1/ Category 315 covers greige, bleached, or colored printcloth wholly of
cotton and blends in chief value of cotton. Total imports from China under
category 315, as it is currently defined, were 83 million square yards in
1980, 171 million square yards in 1981, 143 million square yards in 1982, and
53 million square yards in January-April 1983. Imports of greige
polyester/cotton printcloth rose from 14 percent of the total in 1980 to 36
percent in 1981 and 44 percent in 1982. During January-April 1983, its share
of the total was 32 percent.

2/ Another firm, * * X, produces polyester/cotton printcloth which is in
chief value of polyester.

3/ % % %,

A-6



Firm Percent of total
Mayfair Mills-----——-=iccommm o emmemm . KA
Mount Vernon Mills— --—oo-mmmmmmmmm oo XAX
M. Lowenstein Corp- --------=--—----- _—— XK X

No one firm dominates the industry. * * * gre large, diversified
companies which produce a wide variety of fabrics and textile products in
addition to printcloth and are among the largest U.S. textile companies.

Printcloth, although important, does not constitute the major part of total
output of these companies. However, printcloth accounted for the major part
of the total output of the remaining producers.

U.S. Market and Channels of Distribution

Printcloth is widely used in apparel and homefurnishings and, to a lesser
extent, in industrial uses. As is further discussed in the section of this
report on prices, converters play a key role in its distribution. They buy
fabric from weaving mills and importers and arrange to have it finished by a
dyer or printer and shipped to apparel and homefurnishing manufacturers.
Converters assume considerable risks in contracting for future delivery of
large quantities of printcloth at a specified price and their success may
depend on their ability to anticipate price trends and to predict demand
levels. Sometimes converters simply order and resell greige goods on a
speculative basis as part of their activities.

Brokers also play a role in the distribution system, frequently handling
transactions between importers and converters, and, to a lesser extent,
between U.S. mills and converters or between converters and other purchasers.
U.S. mills also sell directly to large apparel and homefurnishings producers
which do their own finishing.

Orders for printcloth are often placed with weaving mills or importers 6
to 12 months ahead of expected delivery. When prices are increasing, buyers
usually try to place orders further shead than in a declining market.

Weaving mills, converters, and apparel and homefurnishings manufacturers
all own inventories of fabric. Although most of these stocks are physically
in the possession of weaving mills and finishing plants, they are largely
actually owned by piece goods converters.

Nature and Extent of Alleged Sales at LIFV

On July 22, 1983, the Department of Commerce made its final determination
that greige polyester/cotton printcloth from the People's Republic of China is
being sold, or is likely to be sold, in the United States at LTFV within the
meaning of section 731 of the Tariff Act of 1930. Margins were found on all
sales compared and ranged from 21.3 percent to 29.4 percent. The
weighted-average margin on all sales compared is 22.4 percent. Commerce's
investigation covered the period March 1, 1982, through August 31, 1982.7
Since China is & state-controlled economy, for purposes of the investigation,
surrogate country (Thailand) prices to third countries were used to determine
foreign market value.
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Consideration of Material Injury 1/

U.S. production, capacity, and capacity utilization

Total U.S. production of greige polyester/cotton printcloth declined 23
million square yards or 4.5 percent from 1980 to 1982.
March 1983 increased 7 million square yards, or 5.5 percent when compared with
the corresponding period of 1982 (table 1)

Table 1.--Greige polyester/cotton printcloth:

Production in January-

U.S. production, by firms,
1980-82, January-March 1982, and January-March 1983

.
.

.
.

January-March—-

Firm 1980 1981 1982

: : ‘1982 ' 1983

f Quantity (1,000 square yards)
Alice Manufacturing----- : ala L B falat I oot ol L alalel
Clinton Mills——————--——- : Xxx%x ol et i oot KKK
Dan River-——-——-——————e—e- : KKK . KKK . KKK . XKk . XK X
Greenwood Mills—————-——- : Xxk ot b XXX XXX XA R
Hamrick Millg———-=——-muv : XXX XXX XXX XXk XXX
Mayfeir Mills——---——-——- : XX%x KEX KAX XXX o Kk X
Mount Vernon Mills——--—-—- : xxx xkk XXX ¢ XXk XK X
M. Lowenstein Corp—----- : XXX . XXX . XXX Xkx fodaka

Total-———————moo - : 524,701: 505,928 : 497,426 : 135,303 : 143,539

) Percent of total
Alice Manufacturing--——-- : k% xKEX XXX 3 xX% %%
Clinton Mills-—-~——=um-v : Xk%x . Xk%x . XKX . XXX . XXX
Dan River——--———————————o : XXk . XXX XXX . XXX . KK X
Greenwood Mills-------—-: kxx KRX XXX xX% KA X
Hamrick Mills-—--——---—-~ : XXX o XXX xkX o XXX o XK X
Mayfair Millg—---———-——- : XXX 5 KXK XXk ARk XXX
Mount Vernon Mills------: aet B fatat I XXk ot B XA KX
M. Lowenstein Corp------ : AXX XXx XXk Xxx falada

Total-——--——=-mmm = 100 : 100 : 100 100 : 100

.
.

.
S

.

.
k3

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, revised by data in petitioners'

posthearing brief.

1/ In response to a request from the Commission staff to counsel for the
petitioner at a posthearing meeting on Aug. 1, 1983, several of the firmsA-8
provided data through June 1983 regarding their greige polyester/cotton
printcloth operations. This information is presented in app. D.



The companies which produce greige polyester/cotton printcloth also
produce other types of printcloth or other fabrics. Only one 1/ of
these companies has a separate facility which is dedicated to the production
of greige polyester/cotton printcloth. Although the equipment used to
produce printcloth can be adjusted to produce other fabric, this is done only
when economically advantageous. Table 2 provides information on capacity and
capacity utilization, based on equipment and facilities devoted primarily to
the production of greige polyester/cotton printcloth, taking into
consideration normal product mix. The basis for determining capacity among
the producing firms varied from operating 120 to 168 hours per week. The
Current Industrial Report, Survey of Plant Capacity for 1981 reports a ratio
of current output to preferred capacity for the broad category of all
cotton-weaving mills of 86 percent in 1981. 2/

Capacity for the industry producing greige polyester/cotton printcloth
increased 21 million square yards from 1980 to 1981 and 28 million square
yards in 1982. During January-March 1983, capacity was nearly 16 million
square yards less than it was in the corresponding months of 1982.

Capacity utilization for the industry declined from 83 percent in 1980 to
77 percent in 1981 and then dropped to 73 percent in 1982. The increase to
86 percent in January-March 1983 occurred at the same time production capacity
declined.

Capacity utilization figures should be viewed with some caution. * * %
Table 2.--Greige polyester/cotton printcloth: U.S. production capacity and

capacity utilization, by firms, 1980-82, January-March 1982, and
January-March 1983

. .
. .

Firm ‘ 1980 ° 1981 ' 1982 -
' j : ‘1982 ¢ 1983

. .
. . o o .

January-March—-

Production capacity (1,000 square yards)

Alice Manufacturing-- ---: et I el KXk k% et
Clinton Mills—--—-~----—-: ot B ot B x%x% kxk X%k x
Dan River- -————=—————-= - kX xkXk . Kkk b33 S KKK
Greenwood Millg—--—-----—- : kkk Lt ot kot oot stalel
Hamrick Mills—----------: AKX alat B alet I oot B XXX
Mayfair Mills——--——- —==: XKK KA KAX 3 KKK o XK X
Mount Vernon Mills------: kX% alat I ol I ol oL I kX
M. Lowenstein Corp-------: XXX ; Ak ; XkX ; XXXk ; fadade

Total---—----------:__ 632,812 : 653,771 : 681,828 : 182,629 : 166,832

1/ % % % #=9

2/ "Preferred" capacity is defined as the rate which the reporting firm
would prefer not to exceed due to costs or other considerations.
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Table 2.--Greige polyester/cotton printcloth:
capacity utilization, by firms, 1980-82, January-March 1982, and

January-March 1983---Continued

U.S. production capacity and

.

.

.
.

.
.

January-March--

Firm 1980 1981 1982
' ; 1982 1983
Capacity utilization (percent)
Alice Manufacturing----—- : falat B XXX XXX XXk . XXX
Clinton Millg—--—-----—=: XXk ot I AKX RRK oty
Dan River—--——--—————————-- : XAX o XXX . XXX . b3 3 KK X
Greenwood Mills———-—-——~- : kX% kX o AXX AXX Xk X
Hamrick Mills——--—=—=—=- : okt B ok 2 B ok 2 fad 2 B X% X
Mayfair Mills——--——--—~- : *kx XXX XXX xkXx X% X
Mount Vernon Mills—----—- : xkX : AXX a2 B xXX X% X
M. Lowenstein Corp------ : lalol jalolo KXk . lololo ] fadade
Average---—~—=~—====; 83 : 77 : 73 : 74 86

.
K3

.
I

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission, revised by data in petitioners' post-

hearing brief.

U.S. producers' domestic shipments

The quantity of shipments of greige polyester/cotton printcloth rose
by 21.6 million square yards from 1980 to 1982, representing an increase of
5.4 percent (table 3). Shipments during January-March 1983 of 119.9 million

Table 3.--Greige polyester/cotton printcloth:

U.S. producers’' domestic ship-
ments, by firms, 1980-82, January-March 1982, and January-March 1983

January-March--

Firm * 1980 1981 1982 -
) . : 1982 : 1983
Quantity (1,000 square yards)
Alice Manufacturing------: xkx kkx xxk k% ; alalel
Clinton Mills——-—---=-u=: falato alot B lalol B kX AR
Dan River- --——— - e s XXX XXX . XAkX XXX KX X
Greenwood Mills-- ----—-- : ol L I xkk kX ¢ falot alel
Hamrick Mills----=------; XXX KKK XXX XXX XA
Mayfair Mills—--—--—-—--: RAX ol L xxX XXX XXX
Mount Vernon Mills------: k% g kA% ¢ XXX ¢ ol oL B XXX
M. Lowenstein Corp-- - ---: XXk xxx Xxx . XXk XXX
406,918 : 418,484 : 102,553 : 119884

Total- --—----—--= - -:_ 396,904 :
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Table 3.--Greige polyester/cotton printcloth:
ments, by firms, 1980-82, January-March 1982, and January-March

1983--Continued

U.S. producers' domestic ship-

January-March--

Firm © 1980 1981 1982
) 1982 1983
Value (1,000 dollars)
Alice Manufacturing----- : KXK XXX XXX XXX X% X
Clinton Mills--—-——-——-- : ot et KXX XXX XXX XXX
Dan River-—-——————cce— : XXX . XXX XXX . XX . XK X
Greenwood Mills-—---————- : Xk% XxX X% % fatat B X% X
Hamrick Mills-—————c—m—m——eo : X% % KX K * %% XK K% X
Mayfair Mills--—————————= : KXk XXX XXX X %X % XXX
Mount Vernon Mills------ : XXX fadal KXk bk XK X
M. Lowenstein Corp------ : falalal jatalaliiN XXk, fadatel XK X
Total--——---—-——-———= t_ 146,213 170,938 : 159,924 41,075 41,646
: Unit value (cents per square yard)

Alice Manufacturing------ : XXX KXX ataty falata N KK X
Clinton Mills——-—-—--—-——-—= XXX KX X XXX XXX . XK X
Dan River-——-————————.-— - B Xk Xk AKX XXX XXX - XK X
Greenwood Mills--------==: * % % KX % XXX x X%k KK K
Hamrick Mills———- ——-————: K%K KK % Kk X KKK XX X
Mayfair Mills——--=——--=—=-; XKX . XXX o KX % X% . XXX
Mount Vernon Mills—----—- : XXx xXx kXX . XXX Kk X
M. Lowenstein Corp-------: jolale XXX XXX . ket fatadel
42 38 : 40 : 35

Average-- ————--=---=-: 37

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

square yards were 16.9 percent greater than those during the corresponding

months of 1982. The value of shipments increased from $146 million in 1980 to
$171 million in 1981, then declined to $160 million in 1982. The value of
shipments during January-March 1983 of $42 million was only 1 percent greater
than those during January-March 1982. The unit value of shipments increased
from 37 cents per square yard in 1980 to 42 cents per square yard in 1981, and
declined to 38 cents per square yard in 1982. The unit value of shipments
during January-March 1983 was 35 cents per square yard--the lowest in the
period studied.

The quantity of greige printcloth shipments has been about 20 percent

less than the quantity produced during 1980-March 1983. This is mainly
because * * *,

U.S. producers' exports A-11

Several U.S. producers reported exports of greige polyester/cotton
printcloth. These exports go mainly to Europe, although some are destined for



South and Central America.
to * * * percent of total shipments.

A-12

U.S. producers' exports have accounted for * X x*
During January-March 1983, export's

share of shipments (* * * percent) was the lowest of the period studied

(table 4).

U.S. producers' exports * * %,

Table 4.--Greige polyester/cotton printcloth: U.S. producers' exports,
1980-82, January-March 1982, and

January-March 1983

.
.

: Average : Percent of

Period : Quantity : Value : unit : total
: : : _value :shipments 1/
: 1,000 : : Cents per:
: square : 1,000 square
: yards : dollars : yard :
1980 : XXX : XXX . XXX XXX
1981 : b33 XkXk . XXXk . XK X
1982 : XXX : XXX XXX XXX
January-March—- : : : :
1982 : KKK : XXX . ARX Xk X
1983 : AKX XXX o XXX KKK

1/ Based on quantity.

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

.S, d ' ve

questionnaires of the

U.S. producers' yearend inventories of greige polyester/cotton printcloth
increased from 15 million square yards in 1980 to 26 million square yards in

1982, or by 75 percent (table 5).

At the end of March 1983, inventories were

about 15 million square yards compared with 28 million square yards at the end
of March 1982, representing a decline of 46 percent.

A-12
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Table 5.--Greige polyester/cotton printcloth: U.S. producers' inventories
held as of Dec. 31 of 1980-82, March 31, 1982, and March 31, 1983

Producers' : Ratio of inventories
Date . . .
: inventories : to production
: 1,000 square
: yards : Percent
Dec. 31-- : : H
1980---—- —-——- —— - 15,096 : 2.9
198l e H 20,011 : 3.9
1982 : 26,426 5.3
Mar. 31-- H :
1982 - e : 28,041 : 1/ 5.2
1983 ——- e : 15,214 1/ 2.7

1/ Based on annualized .production data.

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

The ratio of inventories to production rose from 2.9 percent in 1980 to
5.3 percent in 1982, The ratio of inventories to production fell during
January-March 1983 to 2.7 percent, the lowest of the period.

Employment, productivity, and wages

The average number of production and related workers engaged in the
production of greige polyester/cotton printcloth * * X to 4,410 in 1982 (table
6). The number of production and related workers * * X to 4,277 in
January-March 1983 compared with 4,500 in January-March 1982, x * %,

Table 6.--Average number of production and related workers engaged in the
production of greige polyester/cotton printcloth, hours worked by such
workers, and output per hour, 1980-82, January-March 1982, and
January-March 1983

: : Hours worked :
:Production and : by production : Output per

Period :related workers: and related : worker-hour
: workers :
: : : (Square yards)
1980 —— o e e e XX . KKK K% %
198]1-- e e o : XXX RXX . KK X
1982 - - ————————— H 4,410 : 7,778,900 : 64
January-March-- : : :
1982 — oo s — e S : 4,500 : 2,128,400 : 64

1983~ - imm oo mem s o o 4,277 : 2,130,600 : 67

.
3

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. A-13
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Although the number of production and related workers declined from
January-March 1982 to January-March 1983, the number of hours worked by these
workers in both periods was the same--2.1 million. Output per worker-hour
increased steadily throughout the period under consideration from * %* % jn
1980 to 67 square yards per hour during January-March 1983. This increase in
output is largely attributed to installation of new shuttleless looms.

Wages paid to production and related workers engaged in producing greige
polyester/cotton printcloth are shown in table 7. Total compensation * X x*
$59.0 million in 1982, Total compensation during January-March 1983 of $16.8
million was 9 percent greater than the $15.4 million of January-March 1982.
Fringe benefits account for approximately 15 percent of total compensation for
workers in this industry.

Table 7.--Total compensation paid to production and related workers engaged in
the production of greige polyester/cotton printcloth, wages paid to such
workers excluding fringe benefits, and average total hourly compensation,
1980-82, January-March 1982, and January-March 1983 '

Wages paid : Average
. Total : excluding : total
Period . .
: compensation : fringe : hourly
: benefits : compensation
———————— 1,000 dollars———-—--= :
1980-———- : AXX . XXX XX X
1981-—— : XKX . XXX XK X
1982 : 59,048 : 50,529 : 7.59
January-March-- : : :
1982 - : 15,364 : 13,350 : 7.22

1983 - - : 16,750 : 14,204 : 7.86
Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

The average total hourly compensation for production and related workers
producing greige polyester/cotton printcloth increased steadily throughout the
period, from * * * an hour in 1980 to $7.86 during January-March 1983.

Financial experience of U.S. producers

Seven U.S. firms, accounting for * * * of 1982 U.S. production of griege
polyester/cotton printcloth, furnished usable income-and-loss data relative to
their overall establishment operations and their operations producing greige
polyester/cotton printcloth. * * *, 1In the aggregate, the seven producers'’
greige polyester/cotton printcloth operations were profitable during 1980-82
and unprofitable during interim 1983. However, operating income and net
income before income taxes were less than 1 percent of net sales in 1982.



A-15

Overall establishment operations.--As shown in table 8, overall
establishment net sales were $289 million in 1982, compared with $353 million
in 1981 and $318 million in 1980. Net sales were $78 million during the
interim period ended March 31, 1983, compared with $75 million for the
corresponding period of 1982. Greige polyester/cotton printcloth accounted
for between * * * percent and 59 percent of the total establishment net sales
in each of the reporting periods. Overall establishment operating income rose
79 percent from 1980 to 1981, rising from $20.7 million, or 6.5 percent of net
sales, to $37.1 million, or 10.5 percent of net sales. Operating income fell
sharply to $3.1 million, or 1.1 percent of net sales, in 1982. The seven
firms sustained an aggregate operating loss of $3.1 million, or 4.0 percent of
net sales, during January-March 1983, compared with an operating income of
$5.1 million, or 6.8 percent of net sales, during the corresponding period of
1982.

Net income before income taxes followed the same trend as operating
income during 1980-82, rising from $17.8 million, or 5.6 percent of net sales,
in 1980 to $33.9 million, or 9.6 percent of net sales, in 1981, and then
falling to $954,000, or 0.3 percent of net sales, in 1982. The seven firms

Table 8.--Income-and-loss experience of 7 U.S. producers on the overall opera-
tions of their establishments within which greige polyester/cotton print-
cloth is produced, 1980-82, interim 1982, and interim 1983

: Interim period

©1981 ¢ 1982

Item f 1980 fendlng H?rch 31--

; : ) © 1982 | 1983
Net sales--—------1,000 dollars--:317,866 : 353,271 : 289,429 : 75,199 : 77,880
Cost of goods sold---——-—- do----:280,824 : 299,032 : 269,713 : 65,315 : 76,310

Gross income-—~--————————— do----: 37,042 : 54,239 : 19,716 : 9,884 : 1,570

General, selling, and : : : : :

administrative expenses : : : : :
1,000 dollars——:_16,331 : 17,107 : 16,633 : 4,738 : 4,650

Operating income or (loss) : : : : :
do----: 20,711 : 37,132 : 3,083 : 5,146 : (3,080)

Other income or (expense) : : : : :
1,000 dollars—-:_(2,907): (3,211): (2,129): (1,074): (738)

Net income or (loss) before : : : : :

income taxes-—--1,000 dollars--: 17,804 : 33,921 : 954 : 4,072 : (3,818)
Depreciation and amortization : : : : :

expense———-—-—— 1,000 dollars--:_15,738 : 15,625 : 17,981 : 3,869 : 4,141
Cash flow from operations : : : : :

1,000 dollars--: 33,542 : 49,546 : 18,935 : 7,941 : 323

A-15
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Table 8.--Income-and-loss experience of 7 U.S. producers on the overall opera-
tions of their establishments within which greige polyester/cotton print-
cloth is produced, 1980-82, interim 1982, and interim 1983--Continued

: : : : Interim period
Ttem ‘ 1980 ' 1981 ° 1982 ‘ending March 31--
: : : © 1982 ° 1983

. . . .
. . . .

Ratio to net sales: : : : : :

Gross income-———————- percent—-: 11.7 : 15.4 : 6.8 : 13.1 : 2.0
Operating income or (loss) : : : : :
do———-: 6.5 : 10.5 : 1.1 : 6.8 : (4.0)
Net income or (loss) before : : : : :
income taxes-——--——- percent--: 5.6 : 9.6 : .3 5.4 : (4.9)
Cost of goods sold-—————- do———-: 88.3 84.6 : 93.2 : 86.9 : 98.0
General, selling, and : : : : :
administrative expenses : : : I :
percent——: 5.1 : 4.8 : 5.7 ¢ 6.3 : 6.0
Number of firms reporting : : : : :
operating losses : 1: 1: 4 : 1l : 6
Number of firms reporting : : : : :
net losses : 1 : 1: 4 1: 6
Ratio of greige polyester/ : : : : :
cotton printcloth sales to : : : : :
total establishment sales : : : : :
percent--: XXk XXk 58 : 57 : 59

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

sustained a net loss of $3.8 million, or 4.9 percent of net sales, during
interim 1983, compared with a net income of $4.1 million, or 5.4 percent of
net sales, for the corresponding period of 1982.

X *x . x x x X X

Cash flow from operations during 1980-82 ranged from a high of $49.5
million in 1981 to a low of $18.9 million in 1982. Cash flow was $323,000
during January-March 1983, compared with $7.9 million for the corresponding
period of 1982.

As & share of net sales, manufacturing costs (cost of goods sold) ranged
during the reporting period from a low of 84.6 percent in 1981 to a high of
98.0 percent during interim 1983. General, selling, and administrative
expenses ranged from 4.8 percent of net sales in 1981 to 6.3 percent in
interim 1982,

Greige polyester/cotton printcloth operations.--Net sales of greige
polyester/cotton printcloth were $169 million in 1982, * * X (table 9). Net

sales were $46 million during interim 1983, up 6 percent from the $43 mittibn
in net sales reported for the corresponding period of 1982.
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Operating income * * *, The seven firms sustained an aggregate operating
loss of $3.9 million, or 8.5 percent of net sales, during interim 1983,
compared with an operating income of $1.8 million, or 4.1 percent of net

sales, for the corresponding period of 1982. Net income before income taxes
X X X

Teble 9.--Income-and-loss experience of 7 U.S. producers on their greige
polyester/cotton printcloth operations, 1980-82, interim 1982,
and interim 1983

: : : : Interim period

Ttem ‘1980 ° 1981 ° 19sz ‘ending March 31--
: : ; © 1982 © 1983
Net sales——-——-——- 1,000 dollars——: XXX x%xx ; 168,891 : 42,889 : 45,673
Cost of goods sold do : fadedo B X%% : 158,687 : 38,702 : 47,143
Gross income or (loss)----do---—-: XAk xxx . 10,204 : 4,187 : (1,470)
General, selling, and : : : : :
administrative expenses : : : : :
1,000 dollars—-: XXX, XXx . 8,865 : 2,435 : 2,404
Operating income or (loss) : : : : :
do————: XXX et L I 1,339 : 1,752 : (3,874)
Other income or (expense) : : : : :
1,000 dollars--: xkX *%% ;. (1,116): (310): (467)
Net income or (loss) before : : : : :
income taxes---1,000 dollars—-: falat I *kX o 223 : 1,442 : (4,341)
Depreciation and amortization : : : : :
expense———————— 1,000 dollars—-: XXX o **x . 11,339 : 2,678 : 2,627
Cash flow from operations : : : : :
1,000 dollars--: xkk *k%x . 11,562 : 4,120 : (1,714)
Ratio to net sales: H : : : :
Gross income or (loss) : : : : :
percent—-: XXX xx% 6.0 : 9.8 : (3.2)
Operating income or (loss) : : : :
percent——: XXk falot B .8 : 4,1 ; (8.5)
Net income or (loss) before : : : : :
income taxes——--———-- percent--: XXX XXX .1 3.4 ; (9.5)
Cost of goods sold—--———- do———-: falal I xkx 94.0 : 90.2 103.2

General, selling, and : :
administrative expenses : : : : :

percent——: xxk XXk . 5.2 : 5.7 : 5.3
Number of firms reporting : : : :
operating losses - : ot B Xxkx 4 1: 5
Number of firms reporting : : : ' : :
net losses—- : ol B XXX o 4 1: 5

. .
s K3

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

Cash flow from operations * * *, The seven firms' aggregate g%éfge
polyester/cotton printcloth operations sustained a negative cash flow of $1.7
million during interim 1983, compared with a positive cash flow of $4.1
million for the corresponding period of 1982.



A-18

As & share of net sales, manufacturing costs (cost of goods sold) ranged
% % %, Such costs reached 103.2 percent of net sales during interim 1983,
compared with 90.2 percent for the corresponding period of 1982, A comparison
of greige polyester/cotton printcloth operating income margins and net income
margins with those of all textile mill products is shown in the following
tabulation for 1980-82:

:Greige polyester/cotton: All textile mill

printcloth : products 1/

Year : Operating : Pre-tax :0Operating : Pre-tax
income : income : 1income : income
margin : margin : margin : margin

i Percent
1980 : XXX kkk . 5.2 ¢ 4.1
1981--- - : ot ot ot 5.4 : 4.1
4.5 : 3.5

1982-- -—— .8 .1

.
o

1/ Compiled from data obtained from the Federal Trade Commission's Quarterly
Financial Reports.

As seen in the above tabulation, greige polyester/cotton printcloth
income margins * * *, In 1982, income margins for greige polyester/cotton
printcloth were substantially below the industry average.

Kurt Salmon Associates, Inc (KSA) arrived at somewhat different operating
income margins than that of the Federal Trade Commission in its profile study
of 48 publicly owned textile firms engaged mainly in the production and sale
of woven and/or knitted fabrics. The average operating income margin for the
48 firms is shown in the following tabulation for 1980-82: 1/

Operating income margin

Year (percent)
1980--——- 6.2
1981 - --- 6.0
1982-- 4,2

Individual firm income-and-loss data relative to the seven firms' greige
polyester/cotton printcloth operations are presented in table 10. The data
reveal that all seven of the reporting firms experienced a downward turn in
earnings during 1982 and that the trend continued through March 1983.

1/ Data were obtained from Textile Business, June 1983. A-18
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polyester/cotton printcloth operations, by firms, 1980-82, interim
and
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Table 10.--Income-and-loss experience of 7 U.S. producers on the
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~~ ~—~
LRI K K K € € K (| K K K K K K| LR
KX X X (K KIN KK X K XX KIS K K X X X X X[ X X X X X % X
H O K K K H KO H OH K K K K K]0 H K H KKK KON H O KK
sl ™ <
< ~ ~
KKK K H KK KKK KKK KN BB R E R IR EEEEEE
H K K X K K X 00 K K K K X K K| v H K KK KX KT H K H K K K X
H K K K K K K| H O K KK KK HOH KK K K I HOH O K
o~ — (]
<
K X X K K| X X £ K X H(|O K o K K K K KO H K K K X € X
£ X X X X X|O> H K X K K K XM K o K K K K KN H K H K KK
K K € € X &|00 K K K # K K K| K OH KKK K KN H K K K KKK
0 —~
o
~
B EEERIIIEEEEEEEEL KK KX KK K[X KK KKK K K
WA K KHK K[ XXX KKK K| KK MK X K K[K KK KK XK X
K KK K K KK K K K € K K K|K Ko OH K K K KK K K K K K K K
KKK OK KK K[XK X KKK KK X|K XK<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>