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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
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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



15
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.
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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.)

16



17
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
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