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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731—TA;377 (Final)
INTERNAL COMBUSTION ENGINE FORKLIFT TRUCKS

FROM JAPAN

Determination

On the ba51s of the record 1/ developed in the ;ubJect 1nvest1gat10n the
Commission unanimously determlnes, pursuant to sectlon 735(b) of the Tariff
Act of 1930 (19 U.s.C. § 1673d(b)), that an 1ndustry 1n the Unlted States is
materially 1n3u1ed by reason of 1mports from Japan of 1nterna; combustlon A
engine forklift trucks with lifting capacity of 2,000 to 15,000 pounds, 2/
provided for in item 692.40 of the Tariff Schedules of the United States, that
have been found by the Department of Commerce to be s0ld in the United States
at less than fair value (LTFV). The Commission also determines, pursuant to
section 735(b)(4)(a), that there is not material injury by reason of massive
imports of the subject LTFV merchandise from Nissan Motor Co., LTD (Nissan)
and Toyo Umpanki Co., LTD over a short period of timg to the extent that it is
necessary to impose the duty retroactively. 3/

Background
The Commission instituted this investigation effective November 24, 1987,

following a preliminary determination by the Department of Commerce that

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/ Such trucks are operator-riding forklift trucks, powered by gasoline,
propane, or diesel fuel, of off-the-highway types used in factories,
warehouses, or transportation terminals for short-distance transport, towing,
or handling of articles. This determination also includes imports of
less-than-complete forklift trucks defined as imports which 1nclude a frame by
itself or a frame assembled with one or more component parts.

- 3/ Commissioner Eckes dissented with respect to critical circumstances on
imports from Nissan.



imports of certain internal combustion engine forklift trucks from Japan were
being sold at LTFV within the meaning of section 731 of the Act (19 U.S.C.

§ 1673). Notice of the institution of the Commission‘s‘investigation and of a
public hearing to be‘held ih connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of December 23, 1587 (52 FR 48582). The hearing was held in
Washingtoﬁ, DC, on April 13, 1988, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



| VIEWS OF THE COMMISSION
We determine that an industry in the United States is materially injured
by reason of imports of certainiiniernal-coﬁbustioﬁ ("IC") industrial forklift
trucks from Japan that were sold at less than fair value ("LTFV"). 1/
We also make a negative determination as to critical circumstances with -
respeot to the two qogpooiéé-—uiséon’fndustriai Equipment Co. ("Nissan") and * =

Toyo Umpanki Forklift Trucks ("TCM")--as to which the Department of Commerce . -

made its finding of critical circumstances. 2/

Like groduct/domestic_indust;x
In order to assess.material injury by reason of unfair imporgs,'the_
Commissidon is required to determine the relevant domestic industry. fhe oerm
"industry"” is defined as "the domestic producers as a whole of a like product,
or those producers whose collective output of the like product const@tutgs a

major proportion of the total domestic production of that

1/ For a discussion of whether material injury is by reason of the subject
imports, gee the "Views," respectively, of Chairman Liebeler, Vice"
Chairman Brunsdale, Commissioners Eckes, Lodwick ‘and Rohc, and
Commisgioner Cass, 1nfra , '

2/ Commissioner Eckes dissents from the Commission's negative détermination
of critical circumstances as to Nissan. For a discussion of ecritical’
circumstances, see the "Views" of Chairman Liebeler Vice Chairman
Brunsdale and Commissioners Lodwick, Rohr and Cass, and the “Dissenting
Views" of Commissioner Eckes, infra



product . . . ." 3/ "Like 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 article subject to an investigation R 4/
In considering the like product question in the context of a Tig;e-VII
investigation, the Commission examines the charagteristics and uses of the
articles under investigation, typically including the following factqrs:
(1) physical appearance, (2) end uses, (3) customer pgrceptions, (4) common
manufacturing facilities and emp;oyees, (5) production processes, (6) channels
of distribution and (7) interchangeability pf the product. 2/
The imported products subject to this final investigation are certain
industrial operator-riding internal combustion engine forklift trucks with a

weight-1ift capacity of between 2,000 and 15,600 pounds (inclusive)

("standard-1ift IC's") from Japan. &/

3/ 19 U.S.C. § 1677(4)(A).
4/ 19 U.S.C. § 1677(10).

S5/ See, e.g., Color Picture Tubes From Canada, Japan, the Republic of Korea
and Singapore, Inv. Nos. 731-TA-367-370 (F), USITC Pub. No. 2046 at 3-4
(Dec. 1987); and Certain Television Receivers from the Republic of Korea -
.and Taiwan, Inv, Nos. 731-TA-134 & 135 (F), USITC Pub. No. 1514 at 3-6
(April 1984). ' ' ’

6/ The "article subject to an investigation” is defined by the scope of the
investigation established by the Department of Commerce ('*Commerce").

. Commerce has defined the scope of this investigation to include *“certain
internal-combustion, industrial forklift trucks, with lifting capacity
of 2,000 to 15,000 pounds which are provided for in the Tariff Schedules
of the United States, Annotated (TSUSA) items 692.4025, 692.4030 and
692.4070. . . assembled, not assembled, and less than complete, finished
and not finished, operator-riding forklift trucks . . . . The
corresponding Harmonized System (HS) numbers are B427.20.00.0;

(Footnote continued on next page)



In this final investigation, we considered two prigcipal questions
relating to the definition of the likeAproductgAlwhether IC forklift trucks .
with a weight-lift capacity of greater than 15,000 pounds should be included
within the definition of the like product; ;/ and,lwhether trgckg_pqwered by
other than an internal-combustion engine--in particular,mgrucks in Class 1
(electric motor rider trucks) and Class 2A(eleqtric\motpr narrowraisle trucks)
as established by the Industrial Truck Association (Fpe “ITA")--should be
inclu&ed. We also considered whether a domestically prpguced forklift truck“
should be defined as.one that contains a,U.S.—prodgced,frgme (gs}petitione:s_
urged) or a certain minimum. level of U.S.‘yalue added or doﬁestic content (as

respondents proposed) or whether some combination of these two approaqhes.was

most appropriate.

IC forklifts with weight-1lift capaéity of greater than 15,000 pounds

With respect to the first question, we determine not to ineclude forklift

trucks with a weight-lift capacity of greater than 15,000 pounds, because the

(Footnote continued from p:evious page) R A
8427.90.00.0, and 8431.20.00.0. ‘'Less than complete' forklift trucksf;
are defined as imports which include a frame by itself or a frame

assembled with one or more component parts 52 Fed. Reg. 12552 (April
15, 1988). o : C :
1/ In its prellmlnary determination, the Commlssion did not include trucks

with a weight-1lift capacity of less than 2 000 pounds because, as both
petitioners and respondents agreed . such trucks have not been
manufactured in the United States in at least 20 years. Internal’
Combustion Engine Fork-Lift Trucks from Japan, Inv. No. 731-TA-377 (P),
USITC Pub. No. 1985 .at' 5 n.10 (June 1987) Informatlon obtained in this
final investigation is consistent with that obtained in the preliminary
investigation. Therefore, we again exclude from the definition of the
like product IC forklift trucks with a weight-lift capacity of less than
2,000 pounds.



end uses and applications of such £ruék§'and the manufaqturing processes by
which they are produced are different from those of standard-lift IC's. &/
In general, standard-lift IC's are'hanﬁfactured'on aﬁ assembly line and
composed of component parts sourced from the automobile and light truck
product lines of suppliers. 9/ In éontrast, heavier capacity trucks are
most often "bay-built" (a process in which a team of workers assembles the
product in a circular area rather than on a production line) and use
componentry designed for heavy—&uty, over-the-road trucks}’lg/

Standard-lift IC's also havé different applications and end uses from
heavier lift-capacity trucks. For example, standard-lift IC's are used in a
wide variety of indoor and outdoor applications. Trucks with a lift capacity -
of greater than 15,000 pounds are more difficult to operate in compact areas
and are used most frequently out-of-doors in tﬁe steel, timber and stevgdoring

industries. 11/

8/ We note that neither petitioners nor respondents have argued that IC
forklift trucks with a weight-lift capacity of greater than 15,000
pounds should be included within the scope of the like product
definition. See, e.g., Petitioners' Pre-Hearing Brlef at 5- 13
Respondents'’ Pre—Hearing Brxef at 1-7. :

9/ See Internal Combustxon Engine Fork-Lift Trucks from Japan, Inv. No.
731-TA-377 (P), USITC Pub. No. 1985 at 7 (June 1987).

10/ Id. See also Petitioners' Pre—Hearlng Brief at 7. Similarly, the
larger trucks use double-reduction (or planetary) dr1ve~axles compared
with single-reduction drive axles for standard- l1ft IC s.

11/ Report of the Commission (Report) at A-9. See also Internal Combustion

Engine Fork-Lift Trucks from Japan, Inv. No. 731-TA-377 (P), USITC Pub.
No. 1985 at A-10-A-11 (June 1987). ' :



Electric forklifts

With respect to the second like product question, we determine that

neither Class 1 nor Class 2 electric forklift truéks should be includéd in the

12/

definition of the liké product. == The ﬁhysical characteristics of Class 1

and Class 2 electric forklifts are'distinct from those of IC forklifts. For
example, the engine in an IC truck requires a separate fuel, exhaust and

cooling system, as well as a separate electrical sysﬁem to operate the

ignition and to recharge the starting battery. 13/

In addition, the frame for a Class 1 electric truek weighs approximately

1,200 pounds and must accommodate a battery weighing 2,000 to h,OOO

pounds. 14/ The battery serves as "a significanﬁ part of the counterweight

system” in such an electric forklift. 13/ On an IC truck, by contrast, the

frame weighs approximately 900 pounds and must accommodate an engine and

transmission weighing approximately 1,600 pounds. 16/ A full counterweight

separate from the engine ﬁust be used. 11/

Internal combustion and electric forklifts are not produce& on the same
' {

12/ Respondents do'ﬁot contest petitioners' proposed exclusion of electric
trucks from the definition of the like product. Tr. at 230 (Messrs.
Macrory and Litan). ' '

13/ Petitioners' Pre-Hearing Brief at 5 and 6.

14/ Report at A-8. The frame for a Class 2’(nafrow-aisle) electric forklift
is distinct from both a Class 1 truck and Class 4 or 5 (IC) trucks.
Class 2 trucks do not operate using a counterweight system.

i

15/ Id. at A-3.

lH
2]
~

1d. at A-8.

[
~

Petitioners' Pre-Hearing Brief at 6.



assembly line by any of the major U.S. or Japanese producers. 18/

Production workers assigned to an electric truck assemblyiline require
different skills and undergo.separate training from that received by
production.workers assigned to an IC line. 19/ In addition, the engineering
and design coﬁcepts for electric trucks are developed separately from those
used for IC trucks.

Electric forklift trucks also haQe end-user applications distinct and
separate from those 6f IC forklift.tfucks. 29/ Class 1 electric forklift

trucks are used primarily in warehouses and in other totally enclosed

" areas--e.g., in refrigerated areas in food processing or meat packing

operations and in public showrooms such as carpet sales stores--where it would

18/ Report at A-6; see also Tr. at 126-127 (Mr. Neuhauser).

19/ Report at A-8; Tr. at 126-127 (Mr. Neuhauser). ee also Petitioners'
Post-Hearing Brief at 36 and appendix 1l.

20/ See Report at A-4; Petitioners' Pre-Hearing Brief at 7-8 and 12; Tr. at

122 (Mr. Rosenthal) and 230 (Mr. Litan). See also Summary of Trade and
Tariff Information: Forklift Trucks and Similar Industrial Vehicles and

" Parts Thereof, TSUS Item No. 692.40, USITC Pub. No. 841 at 1 (June
1983). Both petitioners and respondents agree that there is a limited
interchangeability of use between IC and electric trucks and a low
domestic cross-price-elasticity of demand. For example, petitioners
noted that one domestic manufacturer of electric trucks observed that
less than 10 percent of its customers consider purchasing either an IC
truck or an electric truck for the same application. Tr. at 122 (Mr.
Rosenthal). See also Petitioners' Pre-Hearing Brief at 8-9 & 12. 1In
addition, petitioners commented that while list prices for electric and
IC trucks have moved "more or less in tandem,'” there has been "markedly
deeper” discounting on IC prices. Tr. at 125 (Mr. Neuhauser).
Similarly, respondents' economic expert concluded that, based on his
research and analysis, Class 1 electrie trucks and IC trucks "are not
substitutes in an economic sense."” Tr. at 230 (Mr. Litan).



be impractical:to use IC-powered vehicles. 21/ IC forklift trucks, on the

other hand, are used most frequently in outdoor or indoor-outdoor
applications. 22/ Further, electric trucks generally are used in
lower-volume and lighter-weight applications than are IC trucks, which are
better suited for continuous use or uses involving traveling up steep grades
or long distancés._gé/

In this investigation, the evidence gathered by the Commission and
submitted by the parties suggests that in the three key respects described
above--physical characteristics, applications and end uses, and production
processes--there afe more than "minor differences" between élass 1 and Class 2
electric forklifts, and Class 4 and Class 5 IC forklifts. 24/ Therefore, we

have determined not to include electric forklift trucks in the definition of

the like product.

Frame approach versus value-added approach'to defining "U.s.gpfbduction”
A final issue concerniﬂg the definition 6f the like pfoduct and the

domestic industry is whether‘to adopt a frame-based 6r a value-added

definition of a U.S.-produced forklift truck. The question addressed is which

specific truck models are to be considered part of a firm's "domestic

b

21/ Petitioners" PbeQHeafing'Béief at 7-8. - c o _ ff
22/ Repogt at‘A;3. | | |

23/ Petigioneré' P?e—Héariﬁg Brief.at.7—8.

24/ §e_e S. Reé. No. 249, 96t-.h.Coné., 1st Sess. at 90-91 (1979). See also

‘Color Television Receivers for the Republic of Korea and Taiwan, Inv.
Nos. 731-TA-134 and:1$5 (F), USITC Pub. No. 1514 at 3-6 (May 1984).



10

gféducgion" 23/ aﬁd, thqs, inéluded‘in the Commission's data for purposes of
examining production and shipments, employment, profits, pricing and other
indicia of material injury and causation. |

To determine the appropriate production to examine, the Commission must
define as part of its like product definition, what constitutes a

U.S.-produced IC forklift truck. Put another way, the Commission must decide

what component(s) of any given model of IC forklift must be manufactured in
the United States, or what the nature and extent of the domestic manufacturing
activities related to that model must be, for that model to be considéred a
U.S.-produced IC forklift. | |

The Commission has never been called upon to make a like product-domestic -
industry determinationﬁin this mannef: that is, to use either a pure
value-added approach or a pure component—based-(i;g;, frémé)”approach to
determine which specific models of a product (in this case, IC forklifts)

' 26/

should be considered "domestically produced.” = The effect of applying

either the value added approach or the frame-based approach will be to exclude

I
~

See 19 U.S.C. § 1677(4)(A).

N
o
~

Indeed respondents at the Commission hearing admitted that this was a
question "of first impression” for the Commission. Tr. at 236 (Mr.
Litan). A closely related issue was explored in Certain Radio Paging
and Alerting Receiving Devices from Japan, Inv. No. 731-TA-102 (F),
USITC Pub. No. 1410 (Aug. 1983). 1In that investigation, the Commission
considered whether a domestic firm's production of two product models
"should be considered part of the domestic industry” in light of the
fact that both models were assembled abroad and incorporated both U.S.-
and foreign-sourced components. Id. "Views of Chairman Alfred Eckes and
Commissioner Veronica A. Haggart," at 9-11. The Commission determined
that the "level of . . . production-related activity which takes place
in the United States with respect to the [two] models is sufficient to
include [them] as part of domestic production.” Id. at 11.
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data relating to certain IC forklifts models not because these models are

dissimilar in characteristics and uses to other models, but because they are

not "U.S.-produced."”

The parties' gositiohs.-é Petitioners make four principal arguments in
support of their assertion that the Commission should determine whether a
particular model of IC forklift is "b.s.-produced" on the basis of whether the
frame is fabricated in the Unite& States: (1) the frame is the "essence of
the truck;"” 21/ (2) design, construction and assembly of frames account for
a substantial amount of U.é. producers' costs and investment in plant and
equipment; 28/ (3) construction and assémbly of frames account for a
substantial amount of labor employed by U;S.,producers; 29/ and (4) the
fraﬁé—based definition would most effectively prevent circumvention of an
antidumping duty order.

Respondénts asser£ that the Commiséion should use a minimum level of U.S.
value added of domestic éontent to define what coqstitutes a U.S.-produced

forklift truck for several reasons: 30/ (1) the value—added‘approach‘would

[

-

21/ See Post-Hearing Brief Petitioners' at 3; Tr. at 18-21 (Mr. Neuhauser).

28/ Tr. at 20 and 139 (Mr. Neuhause;)} .

29/ Petitioners' Post-Hearing Brief at 37 & 44. C.f. Respondents'
Post-Hearing Economic Analysis of Injury Allegations at 5.

30/ Respondents' fre Hearing Brief at 9-14; Respondents' Pre-Hearing

Economic Analysis of Injury Allegations at 12-13; Respondents
Post- Hearlng Brief, Appendix A at A-2.
We note that respondents did not challenge petitioners' frame—based
definition in the preliminary phase of the Commission's investigation.
' ' (Footnote continued on next page)
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capture more fully than the frame appféaéh'all U.S.-related forklift truck
production activity; (2) the value added approach is simplé to use; (3)-value
added has been used by the Commission in Title VII cases on several occasions
in the past; énd (4) value added is a defining factor for dgtermiging
country-of-origin in a number of trade statutes. é%/

Respondents note and petitiongrs concede, that the frame accounts for

only 10 to 15 percent of the cost of a forklift truck. 32/ Thus,

respondents argue that the frame approach to classification may ignore as much

(Footnote continued from previous page)
See, e.g., Postconference Statement of Certain Respondents, Inv. No.
731-TA-377 (P) (May 18, 1987) at 1-6; Postconference Statement on Behalf
of Toyota Motor Corporation and Toyota Motor Sales UsA, Inc., Inv. No.
731-TA-377 (P) (May 18, 1987). Nor did respondents challenge that
definition (as it applied to the imported product) during the
proceedings before Commerce. Tr. at 156 (Mr. Rosenthal) & 228 (Mr.
Macrory). ST
Rather, the respondents in this investigation raised their challenge
for the first time during Commission Investigation TA-603-10. See
Pre-Hearing Brief of Certain Respondents, Inv. 731-TA-377 (F) at 9. See
also Tr. at 228 (Mr. Macrory). The scope of the section 603" :
investigation was to determine whether certain U.S. producers were
"representative of an industry” within the meaning of section 201 of the
Trade Act of 1974. Respondents asserted that it would be appropriate to
use a value-added definition of U.S. production in making that
determination.

Ih)
~

Respondents refer to the Generalized System of Preferences ("GSP") and
the Caribbean Basin Initiative ("CBI") provisions of U.S. law and the
U.S.-Israel Free Trade Agreement ("FTA"). Respondents' Post-Hearing
Brief, Appendix A at A-1-A-2. See also Respondents' Pre-Hearing Brief
at 11. Respondents are correct in their description of the GSP and CBI
provisions and the U.S.-Israel FTA, but in each of those instances, the
minimum threshold was established to make available certain ‘beneficial
treatment to many different products imported from the" ‘relevant .
country(ies). The purpose of the value-added threshold applied in those
instances is quite different from the proposed use of such a threshold
in this instance. '

w
N
~

Id. See also Tr. at 138 (Mr. Rosenthal) & 183 (Mr. Litan).
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as 90 percent of the U.S. labor and materials that are added to IC forklifts

e

with imported frames. 33/ However,’ pétitionefsbﬁssert and respondents
apparently do not dispute that‘no U.S:.prodﬁcéé éurfédtly manufactures Q?truck

. . . - . . . , 4
with a U.S. frame and less than 35 percent U.S. value added. 34/

The Commission's approach in this investigation.-- The Commission.has used

U.S. value added or domestic content as a factor in evaluating a number of
issues in connection with earlier Title VII investigations. Those issues .
include: ..(1) whether a domestic producer should be considered a member of the

"domestic industry” within the meaning of section 771(4)(A) of the Tariff Act

of 1930, 19 U.s.C. § 1677(4)(A); 22/,(2) whether data relating to a dqmestic

producer should be excluded under the "related party" provision of'phe .

statute, section 771(4)(B) of the 1930 Act, 19 U.S.C. § 1677(4)(B); 36/ and

33/ Tr. at 183 (Mr. Litan).

34/ Petitioners' Post-Hearing Brief at 4; Tr. at 113 (Mr. ﬁeuhauser)_& 243
(Mr. Litan). See also Report at A-9' n. 2. . o

35/ see, e.R., Erasable Programmable Read. Only Memories (EPROM's) from
Japan, Inv. No. 731-TA-288 (F), USITC Pub. No. 1927 (Dec. 1986); 64K
Dynamic Random Access Memory Components.(sax DRAM's) from Japan, Iﬁ@.
No. 731-TA-270 (F), USITC Pub. No. 1862 at 12-13 (June 1986); 64K DRAM's
from Japan, Inv. No. 731-TA-270 (P), USITC Pub. No. 1735 at 5-6 (Aug.
1985); Low-Fuming Brazing Copper Wire and Rod from South Africa, Inv.
No. 731-TA-247 (F), USITC Pub. No. 1790 at 4 n. 6 (Jan. 1986); Cellular
Mobile Telephones and Subassemblies Thereof from Japan, Inv. No.
731-TA-207 (F), USITC.Pub. No. 1786 at 8-9 (Dec..1985); Color Television
Receivers from the Republic of Korea and Taiwan, Inv. Nos. 731-TA-134 &
135 (F), USITC Pub. No. 1514 (May 1984). '

See, e.g., Certain Copier Toner from Japén, Inv. No. 731-TA-373 (P),
USITC Pub. No. 1960 at 9 n. 22 (Mar. 1987); Top-of-the-Stove Stainless
Steel Cooking Ware from Korea and Taiwan, Inv. Nos. 701-TA-267 - 268 &
731-TA-304 - 305, USITC Pub. No. 1936 (Jan. 1987). T

w -
o
~
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(3) whether certain domestic producers that perform finishing operations to a

product should be considered members of the_domestic industry.

37/

The Commission has consxdered value added among other practical indicla

of U.S. production, in determining whether a particular domestic producer

performed sufficient brodUction—releEed activity in the . United States to be _

considered a member of the ‘domestic industry under section 771(4)(A) of the

1930 Act. 1In specific,ithe Commission has ‘éxamined U.S. value added along

with such factors as (1) the extént and source of a firm's capital investment,

(2) the technical expertise inVolQedtiﬁ U.S. production”activity, (3) research

and development of all aspects offthe product{s technélogy, (4) the

sophistication of'thé'technbldgy employed in the United States, (5) the amount

of U.S.

emﬁloyment and (6) whether‘productidn involves actual fabrication or

38/

merely assembly. —

w
-~
~

lw
~

See, e.g., Certain Stainless Steel Butt-Weld Pipe Fittings from Japan,'
Inv. No. 731-TA-376 (P), USITC Pub. No. 1978 (May 1987); Butt-Weld:Pipe
Fittings from Brazil and Taiwan, Inv. Nos. 731-308 & 310 (F), USITC Pub.
No. 1918 (Dec. 1986); Low-Fuming Brazing Copper Wire and Rod from South
Africa, Inv. No. 731- TA-247 (F), USITC Pub. No. 1790; Low-Fuming Brazing
Copper Wire and Rod from New Zealand, Inv. No 731-TA-246 (F), USITC
Pub. No. 1779 (Nov. 1985) d :

See, e.g., EPROM'S from Japan, Inv. No. 731-TA-288: (F), USITC Pub. No.
1927 (Dec. 1986); Low-Fuming Brazing Copper Wire and Rod from South
Africa, Inv. No. 731-TA-247 (F), USITC Pub. No. 1790 at 4, n. 6 (Jan.
1986); Cellular Mobile Telephones and Subassemblies Thereof from Japan,
Inv. No. 731-TA-207 (F), USITC Pub. No. 1786 at 8-9 (Dec’. 1985); Color
Television Receivers from the Republic of Korea and Taiwan, Inv. No.
731-TA-134 & 135 (F), USITC Pub. No. 1514 at 7-8 (Hay 1984); 64K DRAM's
from Japan, Inv. No. 731—TA—270 (F), USITC Pub. No. 1862 at 12-13 (June
1986).. See also 64K DRAM's from Japan (P), USITC Pub. No. 1735 at 5-6
(Aug. 1985); Cellular Mobile Telephones, Inv. No. 731-TA-207 (F), USITC
Pub. No. 1786 at 9 (Dec. 1985); Certain Radio Paging and Alerting
(Footnote continued on next page)
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The Commission has eﬁpﬁésizé&‘;ha;:ﬁo“;inéié'féétof—;including value
added--is determinafive and tﬁé£'§aiue add;h‘inforﬁaiién beéomes more
meaningfui when otﬁer pr;&uctionr;étggi£§1indicia ;Ee éakgn into
account. 39/ As we h;vé'hoted, £he sp;ci}icnlike-p;oddét—dbmestic industry
issue presented in the current investigation differs frbm thbsé'coﬁéidéfgu by
the Commissioﬁ iﬁ the past. | A

There is'é thresﬁola probl;m witﬁ'éﬁ;lfing a value-added
approach——whetﬁer alone or in‘éonjdﬁckion with the fféﬁéFbased'aﬁﬁrbéch—lin'5“"
the manner suggeste& by respondénts; Value-added calculations necessarily
involve the ailocation of Soth U.s.-ghd foréign costs. As the Commission has
noted, performing such céiéulatibns ié ﬁ difficdlt prbcéss iﬁ any context aﬁ&
one that can result in the derivation ¢of less reliable data. 40/ Mdéeoﬁer,
if sﬁcﬁ aﬁ approach were éo be adopted,‘sﬁepé would havebtd be taken tdseh;ﬁ;e
that éost computations (g;g;; for thé:purpéée'of seié@ting'produét mddél#'to
be used for price comp;fisons) are d§he in a manner thét is ¢onsisten£'@itﬂf
the definition of value added selected by the Commission.

Thus, the Commission has decided to adopt the frame approach: i.e., to

define domestic production of the like product as an IC forklift with a

(Footnote continued from previous pagé) I
Receiving Devices from Japan, Inv. No. 732-TA-102 (F), USITC Pub. No.
1410. at 10 (Aug. 1983). ‘ -

39/ See, e.g., Color Television Receivers from the Republic of Korea and
Taiwan, Inv. Nos. 731-TA-134.& 135 (F), USITC Pub. No. 1514 at 7-8 (May
1984) . ' o B

40/ See, e.g., Color Television Receivers from the Republic<of,Korea and .
(Footnote continued on next page)
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U.S.-produced fpgqe. The frame approach most.fully incorporates consideration
of such practipgl igdicig of U'éf ppédgc%iqn activity as the level of research
and development equnseg~(inc}gding_desigp.and.engineering exﬁenses), capital
investmgnt.iq_plang and.equigmgpt, and laboé.activity reléted t; the
production of standard-lift IC's. i;) |

For example, frame design accounts for‘a significant‘share of both total
engineering R & D expense and labor gogts related to production of forklift
trucks and designing ghe frame reqqires technica; Qophisti;ation. A2/
Moreover, frame fabrication gccounts for'as much as 80 to 90 percent of the
investmeng in‘plgnt and equipgent used in connectipn‘with a forklift truék
assembly 11@9 and“rquires the u;e of a wide array of manﬁfacturing and
machining ‘equipment. ﬂl |

In addition, we found that no standard-lift IC with a U.S.-produced frame

contains less than 35 percent U.S. value added, the minimum threshold proposed

by respondents for their pure value-added approach. Indeed, several of the

(Footnote continued from previous page)
Taiwan, Inv. Nos. 731-TA-134 & 135 (F), USITC Pub. No. 1514 (May 1984);
64K DRAM's from Japan, Inv. No. 731-TA-270 (P)) USITC Pub. No. 1735

(Aug. 1985).

41/ Tr. at 19-21 (Mr. Neuhauser).

42/ Petitioners’ Post—Héaripg Brief at 37; Tr. at 19-21 & 140 (Mr.
Neuhauser.) See also Industrial Fork-Lift Trucks, Inv. No. TA-603-10,
Hearing Tr. at 45-47.

43/ Tr. at 20 & 139 (Mr. Neuhauser). Cot
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44/

largest U.S. producers reported that the éhare of U.S. value added for

P

&

standard-1ift IC's with a Q.s,fp;oduced framg was significantly greatervthén
50 percent. A5/ Thus, apart from providing infprqat@qn_on'the indicia notéa
above, the frame approach also ensures ghgp a significant portion of the total
‘manufacturing operations on any single truck are'performed in the Uﬁitgd
States. | |

Due to the globalized‘natqre of product;on in thg gtandard—lift IC
forklift industry; neither the frame approach nor the value-added approach is
likely to provide a perfect ‘description of_U.s. productiqnf However, in ligﬁt<
of the factors discussed above, th frame approach in this invesgigation
provides the better picture.‘ |

Based upon the above analysig, we determine for purposes of this fingl
investigation, thét there is a single like product——industrial; '
operator-riding internal combustion engine forklift trucks with a weight-lift
capacity of between 2,000 and 15,000 pounds (inclugive),‘with a U.S.fproduced
frame--that is “like"” the imported>pfoduct. We also conclude that there is

one domestic industry consisting of the U.S. producers of this like product.

Related parties

Under the statute, the Commission may in appropriate circumstances
exclude from the domestig indqétry any U.S. producers that are also "related

to the exporters or_importeré, or are themselves importers of the

44/ U.s. value added by fifm was calculated on a net sales less cost of
imported materials basis. - o o

/ Report at B-44, table C-4.'

|b1’
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allegedly . . . dumped merchandise. " 46/

There are currently eight U.s. pfdducers of operétéririding”internal
combustion, industrial forklift trucks with weight-lift capacity of between

2,000 and 15,000 pounds. 2%/

'In £his investigation, three of those
companies——A.C. Materials ﬁgndling‘Corp. ("ACMH"), Taylor Machine Works
("Taylor') and Yale Materials Handling Corp. ("Yale")--also either import such
trucks from Jaéan or are related to iapanése'exborters or‘importersAof the

/ . o {0 . : St
trucks. a8 '

The Commission must determine whether “appropriate circumstances" exist
to exclude from the domestic industry any of these three related producers.
The central question is whether a related party is primarily in the position

of a domestic'proddcer or an impoftefjtﬂg/’ In réaéhing this determination,”

See 19 U.S.C. §'1677(£)(B). ‘Section 1677(4)(B) provides in relevant
part:

lb
~

When some producers are related to the exporters or importers,
or are themselves importers of the allegedly subsidized or
dumped merchandise, the term 'industry' may be applied in'’
appropriate circumstances by excluding such producers from
those included in that industry.

See also S. Rep. No. 249, 96th Cong., lst Sess. at 83 (1979).

Report at A-9. Those companies are: Hyster Co. (petitioner); Clark"
Equipment Co.; Caterpillar Industrial, Co.; AC Materials Handling Corp.;
Taylor Machine Works, Inc.; Yale Materials Handling Corp.; White Lift
Truck and Parts Mfg., Co.; and Komatsu Forklift (U.S.A.) Inc. 1

'b
~

Report at A-9 & A-48. Three other U.S. producers--Caterpillar, Clark
and Hyster--import the product from countries other than Japan and are,
therefore, not relevant to the related parties discussion. See 19

U.s.C. § 1677(4)(B).

Ib
>
~

See ‘Empire Plow Co. Inc. V. Unitedvsfates; 675 F. Supp. 1348 (C.I.T.
1987). See also Butt-Weld Pipe Fittings from Brazil and Taiwan, Inv.
(Footnote continued on next page)

Ib
~



19

the Commission considered, among other factors, the amount of the U.S.
producer's domestic output relative to the amount imported by the U.S.
producer and the relationship between the products manufactured inh the United
50/

States and those produced abroad. —

We note at the outset that exclusion from the domestic industry of any of

the related parties in this investigation would not change in any significant

respect any of the levels or trends in the dafa. 2L/ With respect to ACMH
and Taylor, there was no indication -- based on information received by the
Commission -- that either company's status as an importer caused it to conduct

its U.S. standard-lift IC operations in a manner different from other U.S.

(Footnote continued from previous page)
Nos. 731-TA-308-310 (F), USITC Pub. No. 1918 (Dec. 1986); Rock Salt from
Canada, Inv. No. 731-TA-239 (Final), USITC Pub. No. 1798 at 10-13 (Jan.
1986).: In previous investigations, the Commigsion has focused upon the
following factors among others in determining whether "appropriate
circumstances' exist to exclude a related party: (1) the percentage of
domestic production attributable to the related producers; (2) whether
related producers chose to import the product under investigation in
order to benefit from the unfair trade practice or in order simply to be
able to compete in the domestic market; and (3) the competitive position
of the related domestic producer vis-a-vis other domestic producers.
Id4. at 11.

50/ See Rock Salt from Canada, at 10-13.

51/ Report at A-17. The Commission has on occasion not made a finding on a.
related parties question where exclusion of one or more parties would
not have affected ‘its injury determination. See, e.g., Truck Trailer
Axle-and-Brake Assemblies and Parts Thereof From Hungary, Inv. No.
731-TA-38 (P), USITC Pub. No. 1135 (March 1981); Iron Bars from Brazil,
Inv. No. 701-TA-208 (P), USITC Pub. No. 1472 (Dec. 1983); Portland
Hydraulic Cement from Australia and Japan, Inv. Nos. 731-TA-108 & 109
(P), USITC Pub. No. 1310 (Nov. 1982).
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22/ Therefore, the Commission has determined not to exclude data

producers.
from those two firms on the basis of the related parties provision.

In the case of Yale, the third related party, we note that for the period
of the investigation Yale sold a substantially gréater volume of imports than
of domestically produced trucks. 23/ However, we find an insufficient basis
in this record to conclude that Yale's status as an importer caused it to
conduct its U.S. standard-lift IC operations in a different manner from other
U.s. producérs. Therefore, we conclude with respect also to Yale that the

circumstances are not appropriate to exclude its data from the domestic

industry.

Condition of the domestic industry

In determining the condition of the domestic industry, the Commission
considers, among other factors: production, capacity, capacity utilization,

24/ In each

shipments, inventories, employment and profitability.
investigation the Commission must consider the particular nature of the
relevant industry in making its determination. 1In this final investigation

most of the data gathered by the Commission is confidential and can only be

discussed in general terms.

52/ See Candles from the People's Republic of China, Inv. No. 731-TA-282
(F), USITC Pub. 1888 at 11 (1986).

53/ In this investigation, the Commission was able to obtain segregated data
relating exclusively to production of standard-lift IC's with
U.S.-produced frames. That segregated data has served as the basis for
the Commission's discussion.

54/ 19 U.s.C. § 1677(7)(C)(iii).
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The period of the Commission's investigation covers the years 1985
through 1987. The data collected and analyzed in the investigation show that
most of the principal economic indicators for the doméstic standard-lift IC
industry deteriorated over the period of the investigétion.

U.S. apparent consumption increased throughout the period, growing 2.5
percent’ (from 43,293 units to 44,376 units) from 1985 to 1986, then rising an

32/ Despite

.additional 4.0 percent (to 46,152 units) between 1986 and 1987.
the overall increase in U.S. apparent consumption for the period, domestic
production and shipments (in both unit terms and measured by value) of
standard-lift IC forklifts fell slightly from 1985 to 1986, then dropped

sharply in 1987. 26/

Capacity to produce standard-lift IC's also fell from 1985 to 1986, then
remained level in 1987. Capacity utilization increased from 47.9 percent in
1985 to 55.6 percent in 1986, then fell to 47.3 perceﬁt in 1987, reflecting
the sharp drop in domestic production. a1/

U.S. producers' year-end inventories declined both in unit terms and as a
percentage of total shipments froﬁ 1985 to 1986. ﬁetween 1986 and 1987
inventories increased in both unit terms and as a shére of total
shipments. 8/

Employment trends reflected the domestic industry's deteriorating

economic condition. The average number of production and related workers

55/ Internal Combustion Engine Forklift Trucks from Japan, Inv. No.
731-TA-377 (F), USITC Pub. No. 2082 (May 1988).

56/ Report at A-le, table 2, A-19, table 3 and A-20, table 4.

57/ Report at A-19, table 3.

58/ Report at A-24, table 8.
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engaged in the production of standard-lift IC forklifts fell by 19 percent

from 1985 to 1986, and fell again--but more sharply--in 1987. 29/
Hours worked by and total compensation paid to production and related

workers followed the same trend as employment. Hours worked decreased over 19

60/

percent between 1985 and 1986, and dropped even more in 1987. Total

wages paid fell 21.8 percent between 1985 and 1986, and an additional 19.5
percent from 1986 to 1987.

Labor productivity rose strongly throughout the period, increasing 24.7
percent between 1985‘and 1986, and rising an additional 15.8 percent in 1987,
as employment decreased even more sharply than production during the period.
Reflecting the strong increases in productivity, unit labor cbsts fell
throughout the period of investigation, although hourly wages paid and hourly
total compensétion increased. &/

Financial information gathered by the Commission indicates that the
domestic industry producing standard-1ift IC forklifts is in poor condition,
Net sales of standard lift IC's fell throughout the period and U.S. producers
reported increasing operating losses from 1985 to 1987. 62/

In this case, almost all of the principai indicators of the economic

condition of the domestic industry deteriorated substantially during the

period of the investigation. Therefore, we find that the domestic industry

Report at A-25, table 9.

59/

60/ 1d

61/ 1d.

62/ Report at A-33, table 14.



producing standard~1if£ IC's is suffering material injury.

23

63/

IO\

Chairman Liebeler and Commissioner Cass believe that the description of
the domestic industry is accurate and relevant to their decision on the
existence of material of injury by reason of LTFV imports. They do not,
however, believe a separate conclusion respecting the condition of the
domestic industry is required. For reasons set forth below, they
determine that the domestic industry has been materially injured by .
reason of the subject imports.
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VIEWS OF COMMISSIONERS ALFRED E. ECKES, s
SEELEY G. LODWICK AND DAVID B. ROHR
ON CAUSATION

In making final determinafioné in antidumping césqs, the Commission musg
determine whether material injury being suffere§ b§ the domeséic industry is
"by reason of" .the imﬁorts under investigation. v The statute directs the
Commission to consider, among other fgctors (1) the volume of imports of the
merchandise tha£ is the subject of the investigation (2) the effect of imports
of that merchandise on ptices_in the United Stateslfbp thellike product, and
(3) the impact of'such imports on domestic prodgcers of the like ﬁroduct. 2/

The volume of imports from Japan of standard-lift IC's incréased in both‘
value and Qnitvterms. albeit modéstly,,dd§ing each.year ofAtke pefiod of
investigation. 3/ By uhit,}imports.grew from 21,404 in 1985, to 22,?16 in
1986, and 22,774 in 1987, an-incrgﬁse‘of six percent overall. Similarly, the
unit value of imports from Japan of tﬁe subject forklifts increased 17 pércent
(from $8,757 to $10,209 per uﬁiﬁ) between 1985 and 1986, growing an addigional
3.5 percent (to $10,569) in 1987. 9{ .
The market share of imports from Japén 8f standard-1ift IC's was clearly

significant thnoughou£ and even increased‘slightly during the period of

1/ 19 U.S.C. § 1671d(b) & 1673d(b). .
2/ 19 U.S.C. § 1677(7)(B). |
3/  Report at A-43-A-45 and table 23.

4/  Report at A-44-A-A5, table 23.
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investigation. Imports from Japan of the subject forklift trucks accounted

for approximately oneghglf of U.S. apparent cqngumption_during each year of
s s ) ‘

the period of investigation. 2 In . specific, imports from Japan accounted

for 51.3 percent of U.S. apparent consumption in 1985, dropping to 49.6
6/

percent in 1986, then rising to 51.4 percent in 1987.
in adaitién"to sighificaﬁt levels of impért volume and market
penetraiibn, the record reveals a consisteht pattern of price undercutting by -
standard-lift'icis fféﬁ'ﬁs;an.>l/'hihe‘pﬁgéhaser price data obtained by the -
Commission provided 20 prfée'cbmﬁér£59ns‘iﬁvbiving U.S.-produced IC forklifts
réjecgea in favﬁf of Japéhése'ﬁﬁﬁ%ks.J In 18 of the ﬁrice'comparisbﬁs;?the
price of gﬁé pﬁréhéséa Japanese truck was lower thari the price of the rejected
U.S. trﬁék, Qitﬂ aargiﬁs of uﬂ&efcuﬁtiuﬁlfanging from 0.3 to 21.8
percént. g/ 'I£ considering this &été, we'fbcuséd'on iﬁfofmation”felatiﬂg to
IC forklifﬁé wifh'; 5}006 io 6,600 pahnd wéight¥iift capacity, where,
according to the parties, éaﬁpétitionbﬁétdeén imﬁofted‘énd'domestié products

was the mdst vfgorous}

5/ Internal Combustion Engine Forklift Trucks from Japan, Inv. No.
731—13-317.(F), USITC Pub. No.}2982 (May ;988) at A-48, table 25.

6/ Internal Combustion Engine Forkllft Trucks from Japan, Inv. No.
731-TA-377 (F), USITC Pub. No. 2082 (May 1988) at’ A-48, ‘table 25.

1/ Report at A-56-A-64. To collect accurate and meaningful price
comparison data, the Commission requested (1) the largest national
account customers (end users) of producers and importers-to- provide
detailed price and product feature 1nformation about their recent
forklift purchases and (2) dealers in five major market areas to provide
sales prices to their end users.

8/ Id. at A-62 and tables 27 & 28.
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In addition, 10 of the price comparisons involved IC forklifts of a
comparable engine size range. Nine of those 10 comparisons revealed v,
undercutting by the supplier of the Japanese truck, with margins ranging from

5.9 to 19.8 percent. 3/ Moreover, even in three of the five price

comparisohs provided in which the U.S.-produced truck was purchased, prices
for the réjected Japanese truck were lower than prices for domestic
trucks. 10/ Most purchasers gave as their reason for buying one IC forklift
rather than another: price alone; price together with another quality
(deliveryior performance); or plant preference for a particular brand of
truck. 11/

Information on unit value prices for U.S-produced standard-lift IC's
(according to weight-lift capacity) is mixed, but suggests that the presence
of the Japanése imports may have significantly suppressed prices for the

U.S.-produced forklifts. Net unit values for four of the five U.S.-produced

models declined by 1 to 15 percent. Net unit values for the remaining

9/ Id. at A-62 and tables 27 & 28.

10/ Report at A-62 and table 28. The Commission obtained price comparison -
data on Japanese imports rejected in favor of U.S. producers'
non-Japanese imports. In 11 of 17 price comparisons, the Japanese
trucks undersold the U.S. producer imports. Margins of undercutting for
this set of comparisons ranged from 3.5 to 21.5 percent. Report at A-63
and table 29. The Commission has not relied in its material injury or
causation analysis on evidence that Japanese imports have undersold
U.S.-producer imports. We note, however, that respondents repeatedly
asserted that U.S.-producer imports were the price leaders in the U.S.
market and were undercutting both U.S.-produced IC forklifts and
imported Japanese trucks. Price comparison information obtained by the.
Commission does not show this to be the case. <,

Id. at A-62 and tables 27 & 28.

ID—‘
=
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model--the 5,000-pound cushion-tire truck--were generally level throughout the
period. Net unit values for the Japanese trucks, while on the whole rising
throughout the period, were still generally below prices for U.S.-produced

standard-lift IC's. 12/

Finally, for the pefiod of the investigation, the Commission was able to
confirm lost sales valued collectively at'more than one million
dollars. 13/ A variety of reasons--including, lower price, greater
reliability, availability of local service and product life cycle costs--were

given by purchasers for selecting a Japanese rather than a U.S.-produced

truck. 14/

Together, thg significant number of confirmed instances of price
undercutting of the U.S. product by the Japanese imports, the continuing and
increasing operating losses of the domestic industry and the fact that
domestic producer net unit value prices for the period of investigation either
fell or remained level suggest that price suppression was occurring.

Moreover, domestic producer prices were declining and operating losses
increasing at a time when, as noted, U.S. apparent consumption was increasing.

We conclude that, in view of the significant and increasing volume of IC
forklift trucks from Japan and the high import penetration throughout the

period of the investigation, together with the pattern of price undercutting

Report at A-66-A-67.

|r—l
~

The Commission did not consider information supplied by two of the
purchasers contacted because it was not possible to determine with
certainty whether the trucks purchased were in fact Japanese imports.

Il—-'
™)
~

14/ Report at A-68B-A-72.



29

by those imports that may have contributed to price suppression, the domestic
industry has been materially injured by reason of the LTFV imports from Japan

of standard-lift IC forklifts.
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ADDITIONAL VIEWS OF CHAIRMAN SUSAN -LIEBELER
Internal Combustion Engine Forklift Trucks from Japan
' “Inv. No. 731-TA-377 (Final)
: May 31, 1988

Introduction

The Commission has made a unanimous determination that an
~industry in the United States is materially injured by reason of
imports of forklift trucks from Japan that have been sold at less
than fair value (LTFV). The,Commission has issued a joint opinion
discussing the like product and. the domestic industry. I provide
these- additional. views on causation. In her Additional Views, Vice
Chairman Brunsdale has raised certain issues concerning the
definition of the domestic industry and I concur with her
discussion. . | ‘
Having defined the relevant domestic industries, thé Commission
must then determine whether those industries are experiencing or are
threatened with material injﬁny by reason of allegedly LTFV
imports.l1l/ The statute directs the Commission to consider,Agmong
other relevant economic factors, sixteen .enumerated factors 15
determining whether LTFV imports caused or threatened material
injury to the domestic industry.2/, The factors specified in the
statute indicate Congress' intent thatAthe_Commission assess the

effect of LTFV imports on the economic vitality of the domestic

Material retardation is not an issue here.
1

1/
2/ 19°U.S.C. Section 1677(7)(C)(i1),(ii1).
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industry and also suggest various factual inquiries that should
facilitate that assessment. ‘
The statute does ndt'sﬁecify the exact way in which these
factors are to be organized into a coherent analysis of the effect
of LTFV imports on the condition of the domestic industry. Rather,

this task is left to the Commission.
Recent Commission Practice

In recent opinions the-CommiSSion‘hdS‘separated its analysis of
materié] injury and causation. Fifst, the Commission examines the
condition of the domestic industry and decides whether or not it has
been materially'injured. Then, it employs an approach to causation
which focuses on a description of trends during the period of
investigation for many of the sixteen factors enumerated in the
statute.3/ This type of causation analysis frequently also includes
discussion of a margin of underselling (or overselling) derived by
comparing prices of the domestic and imported product reported in
the Staff Report, and anecdotal evidence on sales lost by the.
domestic producers to LTFV imports. -

I believe there are several problems with the "trend analysis”
described in the preceding paragraph. First, a separate analysis of

material injury ignores the fact that a thriving, healthy industry

3/The Commission is not always able to gather information on all
sixteen of these factors within the statutory time 1imit for its
investigations. For example the Commission often does not have
information on return on investment or ability to raise capital.
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could do materially better if the LTFV sales had not taken place.
Sécond time trends do not distiﬁgﬁisﬁ coincidence from causation.
Third, margins of underse]11ng or overselling, while they may
provide useful 1nformat10n about product subst1tutab111ty, are
frequently misused by the Commission. Fourth, largely anecdotal
information on lost sales is far less informative than the relative
market shares held by the domestic industry and by firms selling

LTFV imports. 1 discusé these concerns below.

Separate analysis of injury and causation

The Commission discussioh of the condit{on of the:industry focuses
.on the overall fingncfai healtﬁ of the industry.. If, as did three
Commissiéners in'the recént ngitaT Readout Systems investigation, 4/
the Commission finds rising perfbfmance trends indicating that the
domestic ihdustry is financia]]y healthy, it WilT find thét the
dohestic industry is not suffering Qf threatened with material
injury and reach a negative déferhination. No.attempf is made to
assess the effects of the LTFV 1mports.' THere is nbthing, howéver,
in the antidumping and countervailing duty laws or legislative
'h1story to suggest that on]y a111ng industries are ent1t1ed to ava11
themselves of the unfair trade 1aws |

If, for example, a healthy domest1c 1ndustry}exhibit1ng }ising’

performance indicators .over the period of investigation would have

4/Digital Readout Systems and Subassemblies Thereof from Japan,
USITC Inv. No. 731-TA-390 (Preliminary) USITC Pub. No., 2081 (May
1988) (Dissenting Views of Commissioners Eckes, -Lodwick and Rohr).
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significantly increased its output, prices, profits and employment
in the absence of LTFV imports, then I believe the industry may have

been materially injured by reason of the LTFV goods.

Irend Analysis

Time trends do ﬁot and cannot supply the required causal link
between the state of the domestic 1ndustry and LTFV imports. This
is because the movement in a trend due to LTFV imports cannot be
distinguished from movements due to other influences.5/ The effect
of the unfair act on the domestic industry must be isolated from
other factors in order to assess whether there is matéria] injury by
reason of LTFV imports. w1thout:this separation of effects, we
cannot distinguish between cause and coincidence. By failing to
separate out the effect of LTFV iﬁports, there is a danger that
import re]fef may be given to a domestic industry with declining
performance indicators, even though the decline in these indicators

is not due to LTFV imports.6/

Margins of Underselling and 0verse]1inq.
The Commission has often referred to "margins of underse\]ing" as

evidence in deciding whether LTFV imports have caused injury to the

5/Further, time trends in conjunction with lost sales anecdotes and
underselling margins does not provide a causal nexus between the
unfair act and the condition of the domestic industry.
6/Conversely, a healthy industry with rising performance indicators
may be denied import relief, even though it would have been
materially better off in there had been no LTFV imports.



35
domestic industry. Margins of underselling are generally based on a
comparison of prices of domestic and LTFV products in the U.S.
market as reported in the Commission Staff Report. Typically, the
higher the price of the domestic 1ike product relative to the price
of the LTFV import, the greater the injury that is inferred. I
believe that the differences in the price of these products provides
useful information concerning product homogeneity and their economic
substitutability, but practically no information concerning injury
caused by dumping.

A difference between the price of the domestic like product and
the LTFV import indicates that the products are not identical.

Logic tells us that if the products were identical, no one would buy
the more expensive product. (Aséuming price information is readily
available to market participants.) This is not to say that LTFV
goods do not suppress the prices and volumes of the domestic product
or lower the price of the imported good below what it would have
been in the ébsencerof dumping. Rather, it says that none of the
information needed to measure such injury is found in the "margin of
underselling."”

There are many reasons individuals and firms are sometimes willing
to pay more for the domestic like product than the unfair]y traded
import; or vice versa. A partial l1ist of reasons include factors
such as physical characteristics, quality differences, reliability,
4durability, reputation of the seller, service, marketing,

warehoUsing costs, warranty coverage, order turn-around time,
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financing and credit terms, rebates, transportation costs, and
availability of product information.
Moreover, by focusing on the margin of underselling, the
Commission fails to recognize the effects that higher price LTFV
imports have on the domestic industry. When the Commission finds,

as it did in JTable Wines?7/, that the LTFV imports sell for more than

the domestic like product ("overselliing"), the Commission reaches a
negative determination. It assumes that higher priced goods cannot

cause the material injury.

Lost Sales

The Commiss{on has for some period of time collected information
about "lost sales" based on scattered and unsystematically chosen
instances in which a particular domestic firm claims to have lost
sales to its foreign competitor. The lost sales information is ther
relied on as one of the reasons for concluding that the domestic
industry has been materially injured by reason of the subject
imports. I believe that lost sales information is biased and not
useful in assessing whether LTFV imports have caused or threatened
material injury to a domestic industry.8/ 'The lost sales
information gathered by the Commission 1is fundamentally flawed,

both as a matter of theory and because it presents practical

1/Certain Table Wine from the Federal Republic of Germany, France,
and Italy, Inv. Nos. 731-TA-283-285 (Preliminary), USITC Pub. 1771
(October 1985).

8/In a memorandum written by its Director, the Commission's office
of Economics has characterized the lost sales information now
gathered by the Commission as "not just useless but seriously
misleading." EC-J-010 (Jan. 3, 1986) :
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difficulties in application which render conclusions based on it
extremely unreliable. - o | A .

In principle, the method is flawed'because the choiEe of specjfic
instances is not made systematically. There is, consequehtly, no
coherent way to.draw valid conclusions -about the domestic industry
as a who]e,trom this scattering of a very small portion of the total
number of sales made in the American market. The sample is,
moreover, not only ihadequate, but inherently biased. It represents
instances se]ected by the firms seek1ng relief. R

The use of these scattered 1nstances of claimed lost sales is
fundamenta]]y defect1ve in a second respect. Even if. a part1cu1ar
sale was made by a LTFV seller and not‘bj a domestic firm, this does
not establieh the casual connection required under the formulation
of the material injury iséue ft may have been that even if the
foreign firm had charged the same pr1ce in the American market as it
did abroad,‘1t would have made the sale anyway. Or it may have been
that even if the foreign firm had been charg1ng the same price in
both markets, with the result that its price in the American market
were higher, the sale wou]d hare beeh made by an importer of fair]y
traded goods from a third country. In either of these cases, the
domest1c firm has suffered no loss of sa]es by reason of LTFV sales.

Even beyond these fundamental difficulties, the lost sale
methodology is flawed by insurmountable practica]'difficu]ties : The
most 1mportant of these is the prob]em of muitiple counting of the

same "lost sa]e“ which could result 1n a vo1ume for 1ost sales which
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exceeda totat domestic consumption.9/ It is not possible to say
with'certainty_which American firm would have made particular sales
if the foreignzfirm had not. Several firms may then claim the sales
in the hbhest belief that they would have made them.
In add1t1on to mu1t1p]e count1ng, "the Commission's lost sales
1nformat1on does not take into account a particular firm's bidding
strategy and avai]ab]e capacity. The problem of the capacity of the
firm claiming to have lost the sale is a serious one. Assume that
two domestic firms, Firh A and Firm B, each have the capacity to
sell oniy 500,000 units per year. Assume that Firm A bids on 20
conthacta for 50,0b0 units each, expecting to win only 50% of the .
sales, that it wins'io dt theée,contracts and ]aées'the ten other
bids'ta LTFV goods. The Commission wou]d'determine that Firm A had
lost sales of 500,000 units to LTFV imports. On the other hand, if
.Firm B with a ditférent biddihg strategy, bids on only 10 contracts
and‘ia tha sdccessfu] bidder on each.of them, Firm B would have no
1o§t"sa1és under the Commission's approach to lost sales. Yet both
firms chu]d on1y.produce and sell 500,000 units each-year; they just
had different bidding strateg1es | .
If the Commission belleves that 1t is des1rab1e to know if the

doméstic industry has "lost sales" to LTFV imports, it should look

9/Let us assume that there are eight domestic firms in the domestic
industry and one LTFV importer, and each are bidding for sales to a
particular customer. Further assume that each domestic firm and the
importing firm offered one hundred widgets for sale and that the
customer in question purchased one hundred units from the LTFV
importer. Under the Commission's methodology for collecting lost
sales data, there would be eight lost sales, totalling eight hundred
gidgets, even though the total consumption of widgets was one
undred.
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at changés during the period of investigatioh in the relative market
shares of the domestic and LTFV industries. Market share data is

unbiased and inherentiy more reliable.
Determining the Effect of the LTFV Imports

I helieve it is preferable to combine the analysis of material
injury and causation and focus on the effects of the LTFV imports “on
the demestic.thduatr§; “This can be done by comparing the state of
the domestic industry in the face'of LTFV imports with what would

have occurred if the LTFV sales had not been made.10/
| In'genehal“the factor's éiten'by the statute and the order in which
they'ahe‘fisted in the statutellf éuggest that our inquiry must
fochs on three areas when we consider the causation of material

injury.12/ First, the' 'Commission must examine volumes and prices for

-

10/1t may well be that a single analytical structure will not be
appropr1ate to all cases. I chose the ana]yt1cal structure used 1in
these views because it best f1ts the facts at 1ssue here :

11/ The statute describes the cons1derat10ns that shou]d gu1de the
Commission's ‘'determination on the ex1stence of material injury by -
reason of unfairly traded imports, d1rect1ng the Comm1ssion to N
"consider, among other factors --
' (1) the volume of imports of the merchand1se wh1ch 1s ‘the

subject of the investigation, =

{(7i) the effect of imports of that merchand1se on prices in- the
United States for like products, and :

(iii) the impact of 1mports of such merchandise on domestic
producers of like ‘products.” 19 U.S.C. Sect]on 1677(8B).

12/ The aggregation of the sixteen enumerated factors into three
areas does not sudgest that three are -more important; rather, it is
simply a means of organizing the factors to facilitate analys1s At
the same time, it must.be. confessed that the Comm1ss1on is not
-always able within the statutory time limits on its 1nvest1gat1ons
(continued...)
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the subject imports in the U.S. market. Second, the Commission must
evaluate the manner in which the sale of the subject imports
(compared to what would have obtained in the absence of LTFV
imports) affects domestic prices and domestic production of the 1like
product. Third, the Commission must explore how LTFV sales have
affected the domestic industry and assess the significance of such
effects.L;/ A

In each of these inquiries, the Commission must compare the actual
state of the domestic industry to the state of the domestic industry
absent dumping. If the‘diffgrence between the two states |
constitutes material injury, an affirmative decision must be
rendered. Restated, the effects of the LTFV imports must be
separated from all other factors affecting the domestic industry.14/
Only then can one make a rational assessment of the effects of the
LTFV imports on the domestic industry and decide whether the effects

are large enough to constitute material injury.

12/(...continued)

to gather information on all of the enumerated factors and,
therefore, cannot always rely on the full panoply of considerations
specified in the statute. For exampie, the Commission's reports
rarely contain significant information on investment in the domestic
industry, return on investment, or ability to raise capital.

13/ Whether the injury to the domestic industry caused by the LTFV
imports rises to the level of materiality requisite under Title VII-
can be addressed as a fourth question. Insofar as that is done,
however, the fourth inquiry becomes a process of applying the _
statutory test for materiality to the information developed in the
prior three inquiries; that is, this last inquiry would reach a
legal conclusion but would not extend the factual analysis of the
other inquiries.

14/This should in no way be construed as weighing the different
effects for that is prohibited by the statute. In fact, the
opposite occurs: we are removing the other causes from consideration
so they do not interfere with the mandate of the law.
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The data contained in the record, including the Staff Report and
various staff memos, in the transcript of the prehearing conference,
and in submissions from the parties respecting the state of the “
domestic . industries over the‘pgrioquf investigation provide
information from which we can draw,appropriate inferences for

analyzing: the effects of LTFV imports.

The Volume and Prices of LTFV Imports

We begin the analysis by examining the price and volume of the
LTFV imports.l15/ .In particular,. we‘egamine phe'gxtent fo which the
LTFV goods lowered the price and increased. the volume of LTFV
imports entering the United States. This examination requires us to
compare the prices and volumes of the subject 1mport§.observed
during the period of the,investigation:with the prices and volumes .
that would have been obtained in .the absence of the unfair act.

This steb\istthe first 1iqk between the unfair act and injury to
theldomestic industry. . It is the fact that (1)_the import prices
were lower and import volume .higher ﬁhan they would 'have been in the
absence of ..dumping that causes jnjgry‘to the dome§tic‘1ndustry. .If.
the prices and volume.of, the squect,imports_wog]d be the same in
the absence'ofadumpjng_as they were in the presence of dumping, then
the domestic market would be unaffected by the LTFV imports.

Qur first inquiry seeks to'éVa]uate thé,amOuht by. which prices for

imported. forklift trucks were lower because of dumping. I believe

115/19 U.s.cC. Section 1677 (7) (B),(C)
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3 that while one cannot be certain about the exact price that the

j Japanese imports would have sold for absent dumping, the dumping

j margin determined by the'Department of Commerce (Commerce) is useful
in assessing the maximum increase in the U.S. price of the subject
imports had they been. sold in the United States and Japan at the
same price. In many cases prices of the subject imports would have
increased less than the amount of the dumping margin had the imports
not beeﬁ sold at LTFV. 1In cases where the products are sold in both
the exporter's home market and the United States, the difference in
the prices usually will be lTower than the dumping margin.l6/

Many of the facts collected during the course of an investigation
permit us to make a reasonable approximation of this price. In this
caée{ the dumping margihs reported by Commerce varied between 13.65
percent and 56.81 percent.l7/ The dumping margins from Commerce
were bésed on home market comparisons for Toyota and Komatsu, and
constructed4va1ues‘for Nissan and Sanki. Commerce assigned margins
to TCM and Sumitomo equai to those of Nissan.18/ Information
concerning the relative shares of Japanese fork 1ift trucks sold in
Japan and the United States is found in the Staff Report.19/

Information in the record leads me to conclude that if the
exporting firms had not been able to charge different prices in the

United States and Japan (as would have been the case if the imports

16/See Office of Economics Memo EC-L-149.
_1/53 Fed. Reg. 12,552 (1988).
18/In cases where the exporters home market price is constructed, I
assume that the U.S. price of the import in the absence of dump1ng
would have risen by the full dumping margin.
19/Rep. at A-41-42.
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had been fairly traded), the prices of Japanese forklifts sold in
the Unitéd States would have been higher -and their volume would have
been substantially below the levels actually observed. The effect
of this change is discussed further below.

Effects on Prices and Sales of Domestic Like Products

The next area of inquiry focuses on thg impact of pri;es and -
volumes of the LTFV imports on the market for the domestic like
product. The statute specifically directs the Commission to
consider the .effect of LTFV imports on, the prices for domestic like
products,20/ and the extent. to which the LTFV imports have depressed
prices for the domestic 1ike.products.gl/ The statute further
dTrects the Commission to look at the market share for the domestic
product and the sUbject.imports, and at domestic sales, domestic
output, and domestic 1nventpries, among other. factors. _These
factors are useful in assessing changes in the sales of domestic
products and relating those changes to the sales of subject imports.

The impact of prices and volumes of the LTFV imports on the market

for the domestic like product depends on three factors:
1) The economic substitutability of the LTFV ‘imports for the
domestic. 1ike.product and for the fairly traded like products

from third countries;

2) The LTFV market share;

/ 19 U.S.C.81677(7)(B).
21/ 19 U.S.C.81677(7)(C).



44

3) The availability of fairly traded 1mport§ of the like

prodUct.

The first point, economic substitutability, requires}
clarification. Economic substitutability fs one factor that tells
us how the demand for the domeétic product responds to the price of
the LTFV imports. An fncrease in the price of the LTFV import
encourages substitution towards both the domestic like product and
fairly traded imports. The increase in demand for the domestic good
relative to the fa1r1y traded import depends upon its relative
econom1c subst1tutab111ty with the LTFV import. Consequently, the
economic substitutability of the LTFVv1mport with the domestic Tike
product implicitly depends upon other available substitutes. It
will be shown later that the‘ré1ative supply of the fairly traded‘
and domestic products also affect the demand for the domestic like
product.

Petitioner arguéd, in their'posthearing brief, that the
differences between forklifts imported from Japan and domestic
vforklifts are inconsequential.22/ Respondent argued that the LTFV
imports and domestic forklift trucks do not compete.23/ However,

evidence collected by‘the staff and testimony by the Petitioner

/ Petitioner, Clark Equipment Co. Post Hearing Brief at 8-9.
/R

22
23/Respondents' "Economic Analysis Report", at 32.
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suggest the products are in fact differentiated and moderately
substitutable.24/ |

Although most purchasers agreed that there were no significant
physica]lor performance differences between comparable U.S. ahd
Japanese forklifts, quality and the ability -to supply particular
truck specifications, not price, were the most commonly cited
. reasons for preferring a particular vendor. Ffurther, thev
desirability of maintaining a standardized forklift fleet reduces
the substitutability of domestic and Japanese forklifts. In
addition, the lack of significant changes in market share - in
response fo relative price changes for the domestic .and LTFV import
suggest only moderate substitutability.. Finally, the evidence does
not support the markét segmént argument offered by Respondent.25/
In sum, the record suggests that LTFV imported and domestfca]]y
produced forklift trucks are moderately substitutable.26/

The second point, LTFV import market share, is also important.
The greater the market share of the subject imports, the greater
their effect on the prices and volumes of .the domestic like product.
This can be clarified by an example. Let us. assume that the price
of a hypothetical LTFV import would have increased by fifty percent,
had it not been sold at LTFV, The effect of this price increase on
the demand for_the domestic like product wi]] vary depending on the

market share held by the subject imports. A LTFV import market

24/Tr. of Hearing at p. 163 Mr. Neuhauser, Director of ‘Business
Planning and Market Research at Hyster, describes several attributes
that differentiate the domestic and LTFV imported forklift. :
25/Rep. at A-55. In fact domestic and Japanese forklifts do compete.
26/See Economic Memorandum, EC-1L-143, May 6,1988, pp. 11-18 L
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share of ninety percent would, ceteris paribus, impact demand for

the domestic prpduct to a significantly greater extent than a LTFV
import market share of one percent. Thus. the LTFV import with a
ninety percent market share would have decreased the price and
quantity of the domestic like product to a greater extent.27/

In the instant case, the U.S. market share for LTFV Japanese
forklifts was 51.3 percent in 1985, 49.6 percent in 1986 and rose to
51.4 percent in 1987.28/ The large market share of the LTFV imports
coupled with the moderate substitdtabi]ity of the domestic anq LTFV
imports suggest that the demand for domest1c fork1ift trucks would
respond, at a minimum, nearly proportionately to changes in the
price of the LTFV import.29/ Since, as discussed above, the price
increase in the LTFV import in the absence of dumping would likely
have been near the margins calculated by Commerce, the effect on the
demand for the domestic Tike product would have been very
substantié].

The third factor, the availability of fairly traded imports, can
increase the magnitude of the shift in demand for the domestic like
product. The less elastic the supply of fairly traded 1mports, the
greater is the harm from the dumped import to the domestic like

product.

27/See Certain Ali-Terrain Vehicles from Japan, Inv. No. 731-TA-388,
USITC Pub. No. 2071 (Preliminary) (March 1988) (Additional Views of
Chairman Liebeler and Vice Chairman Brunsdale at 31-34.

28/Report at A-48. ‘

29/ The relationship between the demand for the domestic like

product and the price of the LTFV import is captured by the cross-
price elasticity. This measure, by definition, is the percentage
change in the quantity demanded of the domestic like product given a|
one percent change in the price of the LTFV import.
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Our analysis, thus far, has assumed that all other prices (ie. the
prices for the domestic and third country fairly traded 1like
products) have remained constant.30/ We know, however, that the
elimination of sales at LTFV in this case would increase the demand
for both the domestic like product and the fair]& traded import.
Only if the import'supp]y curve is horizontal or infinitely elastic
will the price of the fairly traded product remain unchanged. 1If
import supply is ]ess than 1nf1n1te]y e1a5t1c, the demand shift for
the domestic 1ike product will be greater than in the previous
analysis because the price of third country fa1r1y traded like
products.wouid 1ncre§se with the e]imﬁnation of LTFV sales.

In the instant case, faif]y traded fork 1ift trUcks from third
‘countrfes have comprised an increasing share 6f the U.S. market
r1s1ng stead1]y from C percent] {n 1985 ﬁo L percent]'ih'1987.§l/
This increase 1n market share ref]ects the ab111ty of th1rd
countries to supply forklifts to the U.S. market. It, therefore,
seems likely that the décrease in demand for U;s; forklifts caused
by LTFV sé]es would not have been exacerbated by the inability of
th1rd countries to respond to increases in demand for their

product. 32/

30/In fact, the previous analysis represents a lower bound for the
affects of dumping. :

31/Report at A-48.

32/The existence of an infinitely elastic import supply curve for
fairly traded imports can never mitigate the changes in demand for
the domestic like product as a consequence of market share and
subst1tutab111ty A less than infinitely elastic supply, however,
will increase the demand shift. Restated, the presence of an
infinitely elastic import supply of falrly traded goods creates a
lower bound for the effect on demand for the domestic like product.
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~The facts of this case strongly éuggest that if not for the LTF\
sales, the demand for the domestic like product wou}d have-increast
substantia]iy. Given the size of the dumping margins, the
substi;utabi]ity of the domestic and LTFV import goods, and the
substantial market share of the LTFV 1mport§,.1t is clear that the
LTFV sales replaced purchases of domestic products in substantial
measure and also depressed the price of the domestic products that
actually were sold.

In addition to the factors addressed abové, the statute also
commands attention to three other factors that might support or
contradict an 1hference regarding the effects of LTFV imports on
domestic price and production. Information on inventories, capaci
utilization, and productjvity can suggest reasohs the subject
imports would have more or less effect than might at first appear.
For example, low capacity utilization in the domestic fndustry may
suggest significant ability to increase production if the absence
LTFV imports_ increased demand for the domestic like product.
Concomitantly, if domestic capacﬁty is (virtually) fully utilized,
the presence of LTFV imports may not exert significant influence
over domestic production, although the imports would then affect
price more significantly.

‘ With réspect to these three factors, the evidence in the recc
indicates that sales of LTFV imports had a depressing effect on ti
bofh prices and sales of domestic products during the period of
investigation, with domestic sales and production bearing the bru

of the négétive effects. The domestic industry appears to be
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operating well below its capacity 33/ indicating an ability to
increase production in response to increased demand. Further, the
domestic industry's exports of forklifts remained relatively
constant over the period of the invesfigation.iﬂ/ This also
indicates a capacity to have supplied the domestic market for the
products at issue. Domestic producers' inventories declined over
this period,35/ a factor that reduces-the level of domestic
production but also probably reduces costs. The magnitude of this
change was small and does not appear to have much effect on their
operation. This information s;rong]y suggests thaﬁ but for the LTFV
sales, domestic producers would have fncreased_production and sales
of forklift trucks without incurring substantidl]ylincreased
marginal costs. The elasticity estimates of petitioners and the

Commission staff support this conclusion.36/

Impact on the Domestic Industry

The domestic industry is experiencing material injury by reason of

the LTFV imports. Had Japanese fork 1ift trucks not been sold at

33/ Reborted capacity utilization remained between 47 percent and 56
percent throughout the period of the investigation. Report at A-29.
34/ Report at A-20.

35/ Report at A-24,. '
36/The staff estimates a domestic supp]y elasticity of ten. EC-L-
143. The petitioner estimated the same elasticity at 70 to 80.

Both estimates can be qualified as "very high", meaning that a small
price change will bring about a large response in the quantity
supplied. Both elasticity estimates suggest that changes in demand
for the domestic product will bring about greater changes in
domestic sales than in domestic prices.
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LTFV, the domestic industry would have increased substantially the
prices and volumes of its forklift truck sales. The statute
specifies a number of factors for the Commission to consider that
reflect the impact of the subject imports on the domestic industry:
actual and potential negative effects on employment and wages, and
actual and potential negative effects on profits, return on
investment, cash flow, ability to raise capital, and level of
investment.37/

These factors can serve as a basis for inference about the
accuracy of the estimates of the adverse effect of LTFV imports on
the domestic industry. Directly observable changes in the factors
measuring returns to the domestic industries rarely will be simply
and readily correlated with LTFV imports, in part because
information on these factors seldom is kept on bases coextensive
with the scope of our investigations. Reference to observed data on
employment, compensation, profits, cash flow, and similar factors
can, however, provide inferential support for the estimates derived
from our earlier analysis or, if inconsistent, can provide a basis
for reexamining them. Here, the information currently available on
these factors supports an inference of significant losses to the
domestic forklift truck industry by reason of competition from LTFV

imports from Japan.

Conclusion

37/ 19 U.S.C.81677(7)(C).
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For the reasons given above, I determine that the domestic
forklift truck industry is experiencing material injury by reason of

the LTFV imports from Japan.
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ADDITIONAL VIEWS OF VICE CHAIRHAN ANNE E. BRUNSDALE

Internal Combustion Engine Fork-Lift Trucks from Japan
' Inv. No. 731-TA-377 (Final)

May 31, .1988.

I concur with the Commission's affirmative determination that the
domestic industry is suffering material injury by reason of dumped
1mports of forklifts from Japan 1/ I join in the Commission's
definition of the "1ike product" and the "domestic ‘industry," and
I also join in the COmmission s discussion of the condition of the
domestic induetry. I offer these additional views to further
discuss the difficulties entailed in defining the. bounds of the
domestic forklift industry and to explain my approach to the

question of causation in this investigation._~

Of Global Prod cts d nes ] 1stries
I join my colleagues in using the frame approach to define the
like product and domestic industry in this investigation. It
seems to me that the frame approach is one of the acceptable
alternatives that can be used to solve the practical problems :
entailed in defining the scope of the Commission's inquiry. But I
do not see the frame approach as the only acceptable alternative, |

and I have some question whether ve have adequately explained how.

1/ Unless I otherwise specify, throughout these views I use the
terms "forklifts" and "trucks® to refer to industrial, operator-
riding internal combustion engine forklift trucks with a weight-
1ift capacity of between 2,000 and 15,000 pounds.



54
it is consistent with the drift of previous Commission decisions.
While we have not used Respondents' proposed value-added approach
because of the practical probliems it poses in this investigation,
Respondents' suggestion deservés caréfiil consideration for use in

future cases.v .

t oy Tt S .
Y o 5, E

The different approaches to the definition of the domestic
industry proposed by Respondents and Petitioners seek to address
the same problem - how the domestic industry should be defined
:when the business at issue is characterized by substantial
international integration.l Both the frame and the value-added
approaches raise serious questions.about the goals of the ﬁ s.
antidumping law as it.relates to globalized businesses. These
questions are increasingly arising in Commission cases involving
industries that engage in substantial off-shore sourcing. This is
particularly true in cases where the petition initiating ‘the
investigation defines_the article under investigation to include
one or more component parts g/ ‘

I am concerned that the difficulties faced by ‘the COmmission
in such investigations will not receive the attention that they
need from our trade policy makers unless the Commission candidly
addresses the limitations of the current statutory framework.

Accordingly, for that reason and because I believe that a value-

added approach may have some merit in future investigations, I

I i E EE RPN
i ' I3

o T N TN s [ Bt A : . .
2/ It is my understanding that this step-is usually taken by
Petitioners in an-effort to avoid: circumvention of:an antidumping
order involving only finished products.
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‘offer these additional views on the like product and domestic

industry issues presented”in this case.

The Background Facts' Forklift Production Is a Global Industry
To appreciate the genesis of Respondents' suggestion that we use
U.S. value added as the exclusive tool to define the domestic"
industry in this case, it is important to keep in mind the story
Respondents tell of the globalized nature of the forklift
business. Respondents tell a tale ~- one that Petitioners do notwv
seriously deny - of "domestic" production characterized by |
extensive importation of finished and nearly finished products and
major component parts ;/ As Respondents describe it, this case
does not involve the struggle of made-in-the-USA products against
low-priced 1mports;_rather, it involves the struggle of some
imports against other imports. |

Respondents contend that the real story begins in the mid-
1960s when Japanese exporters recognized an unsatisfied demand in
the U S. market for forklifts that were standardized lower-
priced, smaller, lighter-weight and more fuel efficient 4/ U. s.“

Fa
forklift producers were slow to respond, continuing to produce

more expensive models withgcustomized features, and, as a

3/ The essential facts relating to the globalized nature of
forklift production are not much in dispute. Unfortunately, for
the purpose of this discussion I must rely primarily on
Respondents' rendition of the facts because almost all of the
facts gathered by the Commission in this area have been treated as
confidential in the Staff Report.
4/ "An Economic Analysis of Injury Allegations, etc...," Submitted
on Behalf of Certain Respondents, dated April 8, 1988 at 4-5

(hereinafter cited as Respondents' Economic Analysis].
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consequence, through the 1970s the Japanese models experienced
enormous success.g/ | N o

As Respondents tell it, U.S. producers did not take the
proper respon51ve action until the late 1970s when they beégan to
source off-shore for standardized models that were comparable to
the Japanese products. Petitioner Hyster began to search for an
off-shore facility in 1979 and was shipping forklifts to the
United States from a plant in the United Kingdom (Northern
Ireland) by 1981. Yale began importing standardized trucks from
Japan in 1983, the same year that Baker began importing forklifts
from Germany. At about that time Caterpillar entered into an
arrangement to import forklifts from Korea &/ clark followed with
a deal to import forklifts from Korea in 1986 _/ -

As Respondents tell their story, when forklift customers came
back to the market in earnest following the recessions in the
early 1980s, they flocked to the standardized models that the
Japanese had long specialized in making. The same customer
preference for lower-priced, standardized models benefited the
major U.S. producers who had moved to source standardized models'
off-shore, In fact, Respondents argue, imports ‘from the U K. and
Korea have soared in the last few years, while Japanese imports

have fallen as a share of total u.s. consumption 8/

Ll L

. at 7.

at 10.

QRRY
RRER
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In addition, Respondents point out that off-shore sourcing
has not been restricted to finished trucks: it also has exteﬁded
to major forklift components. Respondents emphasize that the |
frame typically accounts for only about 10 percent of the value of
a finished truck, much less than the value added by the engine and
transmission.9/ Referring to published census data, Respondents
show that imports from Korea had 58 percent U.S. value added in
October 1987; Respondents also remind the Commission that, during
the recent Commission investigation of the forklift indusfry under
Section 603 of,fﬂé Trade Act of 1974, Yale testified that it has:
added value of 40 to 50 percent to forklifts it imports from
Japan.l0/ '

Indeed, in that Section 603 investigation the Commission was
advised that almost every motor in a "domestic" truck is
foreign,ll/ and that components making up at least 55 percent of
the value of a lift truck "are manufactured in many places around
the world...[and] are commonly purchased from the supplier,
foreign or domestic, that affords the best terms."l2/ We know
from the data (unfortunately all confidential), gathered by L
Commission staff in this investigation that forklifts manufactured |

in the United States with either foreigh or U.S.-produced frames

9/ Id. at 10-11..

10/ Id. at 11 (citing the testimony of Mark Sandstrom on behalf of
Yale Materials Handling Corp. at the 603 hearing).

11/ Transcript of Hearing on Investigation Under Section 603 of
the Trade Act of 1974 at 45-46.

12/ Id. at 139.
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contain both significant foreign and.significant U.S. value
added.1l3/

Faced with these facts, both Petitioners and Respondents
urged that the Commission.do.something to fpcus.ipg analysis on
domestic U.S. production activity. Petitioners suggested the
frame approach -- that we define the domestic industry_}n terms of
where the frame was produced.  As they explained their rationale,
"it is the frame that forms the foundation for .the whole truck and
so is the key to the identity of the forklift."14/ Respondents
argued for a vdlue-added approach on the grounds that "U.S. vglue
added by any company engaged in producing.forklift components
would be considered in measuring the performance of the domestic
industry...no firm would be excluded...no matter how. insignificant
the percentage of U.S. value added in its operation."15/ Perhups
realizing that this approach would be somewhat ambitiqus,.u
Respondents suggested "a-reasonable threshold of thirty-five
percent U.S. value added could be established to qual%fy a .company
as part of the domestic industry."16/ As.the Commission opinion .
recognizes in this case, neither approach is.entirely
satisfactory, but the Commission:concluded that some approach

should be used. o ‘ o S

13/ Report at B-44, Tables C-4, C-5, C-6. Although we also know
that forklifts manufactured with U. S frames have significantly
greater U.S. value added than their counterparts produced from
foreign frames. Id. .

14/ Prehearing Brief of Petitioners at 14.

15/ Post-Hearing Brief of Certain Respondents at A-2-3

(hereinafter cited as Respondents' Post-Hearing Brief].
16/ Id. at A-3.
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The Non-Controlling Precedent

In every investigation the Commission must assees the effects of
LTFV imports on the industry in the United States comprised of
"the domestic producers.as a Qhole of a like product, or those
prodﬁcers whose collective output ef'the like product constitutes
a major portion of the total domeetic producrion of that
prodgct.";z/ The term iike produc£ ie in turn defined.ae "a
product which is iike, or in the absence of like, most similar in
characteristice'and uses with, the article subject to an |
investigation."18/ |

The purpose of the Commiesion's inquiry regarding the
appropriate like producr and domestic industry in every
investigation is to identify the U.S. producers whose goods are
most clearly competitife‘wirh,'and therefore:most likél& to be
adversely affected by, the dumped imports.l9/ As a consequence,
we must take care to ensure that the cOmmission'S'determinations
regarding the:definitioﬁ“of.likelproduct and doﬁestic indﬁstryfl

focus on distinctione between products and producers that have ti'

17/ 19 U.S.C. 1677(4).
18/ 19 U.S.C. 1677(10).

19/ Digital Readout stteﬁs and Subassemblies from Japan, Inv. No.
731-TA-390 (Preliminary), USITC Pub. 2081, at 5 (May 1988) (Views

of Chairman Susan Liebeler, Vice Chairman Anne E. Brunsdale, and
Commissioner Ronald A. Cass). ‘
20/ In my view physical differences between products should matter
only to the extent that they have an impact on customers' S
decisions to purchase and producers' decisions to produce the
product in question.
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meaning of the controlling statutes the relevant "target" for
assessing the impact of dumped imports.

The Commiss1on begins its task with the Department of
Commerce's definition of the imports subject to investigation21/
and then examines the domestically produced products that arguably
are "like" the imports 22/ In most cases, hav1ng defined the
"like product" it is a relatively simple matter to then define the
domestic industry as the u.s. firms that produce the like product.
The "target" for assessing the impact of dumped imports is the .
people, activities, and invested resources of these firms related
to the production of the "like“ product __/

The statutes tell us essentially nothing about what
activities gualifyvas "production” ofithev"like product" and hence
what qualifies a firm for inclusion in the domestic industry.
Respondents suggest in their posthearing brief in this

investigation that "the focus of the statute is on U.S. production

~

21/ The scope of the imports. subject to the investigation is
determined by the Department of Commerce. 19 U.S.C. 1673a.

22/ In making this "like product" determination, the Commission
historically has considered evidence falling in five general
areas: ° (1) physical characteristics and uses, (2) .
interchangeability, (3) channels of distribution, (4) customer
perceptions of the articles, and (5) common manufacturing )
equipment, facilities, and production employees. 1In addition,
although not explicitly incorporated into the Commission's five-
part formula, Commission decisions sometimes have considered the
similarity (or dissimilarity) of prices for imports and potential
like domestic products.. Di ital Readout S stems, supra note 19,
at 4-5.

__/ We are directed to assess the performance of this target group
of people, activities, and resources in terms of the factors
specified in 19 U.s.C. 1677(7)(C).(iii), including production,
inventories, employment, wages, growth ability to raise capital,
investment, ‘and ‘sales.
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facilities" (emphasis added) .24/ They cite no statutory support
for this proposition,25/ and even if they are correct, we would
still need to determine what type of "production" facilities are

=

within this focus. c e N

- For example, I see nothing in the plain language of the )
controlling statutes that suggests that‘Cpngrgss intended that
producer-owned facilities where producers gttach,partg toa
forklift chassis should be treated.as_"produqﬁion facilities“‘
while rented office space housing .indirect mgnufacturing support
activities,pro?iééd by independent supplig:ssshould not. At the
same time, given the plain meaning of the words "producers,"
“produce," and "production" appearing in the definitions that
control our inquiry, it is not immediately obvious that the
resources devoted to post-manufacturing marketing activities,.
standing alone, would fall within the relevant target fo# | :
a;sessing injury by.reason,of4dumped‘imports. .None of the pa:ties
in this investigation has pointed to a provision in the statutes
or the legislative history that gives us any.rgal,guidance

regarding the meaning of U.S. production.

24/ Respondents' Post-Hearing Brief, supra note 15, at A-3.

25/ However, the notion that the dumping law is aimed at
protecting U.S. "producer facilities" is supported by certain
passing references in the legislative history. See, e.g., Trade
Agreements Act of 1979, Report of the Committee on Finance on H.R.
4357, S. Rep. No. 249, 96th Cong. 1lst Sess. (1979) at 82 ("the
phrase 'an industry in the United States'... has been interpreted
...as referring to all the domestic producer facilities engaged in
the production of articles like the...dumped imported articles
...") [hereinafter cited as 1979 Senate Report].



62

While the'statutes'give us essentially no guidance, this is
not the first case where the Commissién has been faced with the
question of how the relevant "target® should be drawn when
domestic producers of the like product are importers of major
component parts. Sometimes the issué has been posed as a matter
of definition of the 1like produot, sometimes it has been posed as
a question of which producers ‘are members of ‘the domestic
industry, and sometimes'ié has been posed as a matter of excluding -
an allegedly related party. But so far as I can tell, it has not
been regular commission praoéice to do what it did in this case.

A brief review of some of the Commission's most noteworthy recent
cases may illustrate‘my‘point.

Only last month in 3.5-inch Microdisks and Media Therefor
from Japan,26/ the Commission was faced with a situation in which
the major U.S. producers of microdisks were also importers of one
of the principal microdisk component parts ("media").' Without
giving the matter any unusual attention, the Commission defined
the domestic industry to include all firms that assembled
microdisks in the United States regardless of whether they.:
acquired their media from a foreign or domestic source. __/ On its
own initiative the Commission considered whether any of the
domestic producers should be excluded from the domestic industry

under the related parties provision because they imported media,

26/ Inv. No. 731-TA-389 (Preliminary), USITC Pub 2076 (April
1988) . .
27/ I4d. at 17.
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\nd concluded that none should be excluded because almost every
iomestic firm imported either*media or finished mierodisks.gg/

The result in Microdisks is fully in accord with the results
reached earlier in 64K DRAMs and EPROMs.29/ Those cases raised
the issue of whether firms that performed some, but not all, of
their hanufacturingvof the finished product in the United States
should be included in the domestic industry. 1In both cases a .
majoritonf the Commission included in the domestic industry firms
that assembled finished semiconductor devices from essertial
components --‘defers and dice. -- imported from Japan. All |
activities occurring in the United States related to production of
the like product were included within the bounds of the domestic
industry regardless of the origin of the component parts used to
make the-finiehed-producteapd regardless of the site (U.S. or '
foreign) of final:assembly.30/ In EPROMe one firm, Fujitsu, whi?be
assembled finished products. in the United States using cempqnengsx
imported from Japan, was excluded under the related parties. |

provision.3l/ In DRAMs the Commission considered the quest#ondhut,

__/ Id. at 19-20.

64K Dynamic Random Access Memory Comgonents grom Japag, Inv.
No. 731-TA-270 (Final), USITC Pub. 1862 (June 1986) [hereinafter:
cited as DRAMs]):; Erasable Programmable Read Only Memories from
Japan, Inv. No. 731-TA-288 (Final), USITC Pub 1927 (December jf
1986) [hereinafter cited as EPROMs]. '
30/ DRAMs, supra note 29, at 12; EPROMs, supra note. 29, at. 11."
31/ EPROMs, supra note 29, at 12. The Commission similarly used -
the related parties provision to exclude a firm from the domestic

industry in Certain Copier Toner from Japan, Inv. 731-TA-373'
(Final), USITC Pub 1960 at 8-9 (March 1987). ‘ -
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declined to exclude any of the domestic producer/importers under
the related parties provision.32/

Years dgo similar reasoning was applied:in-COlor'Television
Receivers”froﬁ Korea and TaiWan.;;/V The domestic industry was
defined to include all U.S. c¢olor-television.producers even though
"all firms;fﬁhether U.S.-owned or foreign-owned...,use imported
subassemblies or components.®34/ The Commission also considered
the related parties issue and concluded that no firm should be
excluded.35/ ' |

Just'IookIﬁé‘at‘the results reached in these investigations,
some might question why the Commission reached its conclusion
regarding industry definition in this case. . On their surface, one
could.read ﬁig:ggigxg, DRAMs, EPROMs, and .Color Television
Receivers to suggest that the use of a foreign-manufactured frame
should not disdualify a Uis. firm from membership in the domestic
inéﬁsﬁry. Indeed some might argue that the results in these cases
suggest ‘that the foreign sourcing of frames should not matter
unless off-shore sdurcing gives rise to exclusion under the
reiaﬁe&'parfies“pro¥ision;;§/‘

While the results in these previous investigations do not

immediarely point to‘a'frame-defined industry definition, they

32/ DRAMs,;. gggnote 29, at 13- 14. - .

33/ Color Television Receivers from the Regublic of Korea and
Taiwan, Inv. Nos. 731-TA-134 and 135 (Final), USITC Pub. 1514
(April '1984).
34/.Id. at 7.
35/ 1Id. at 9-10.
36/ Of course, the’ related parties provision would extend only to
frames produced in Japan. : D

4
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equally do not immediately point to the strictly value-added
approach suggested by Respondents. U.S. value added was indeed
mentioned by the Commission in each of the cases discussed above....
But it has never been the only criterion for defining the domestic:
'industry, and indeed, except in Television Receivers, it has never
played a significant role. Based on my review.of the Commission's
precedent I think it safe to say that the Commission has very
little practical experience with-the.application,of a value-added
methodology to industry definition in.the context of Title VII
‘investigations. '

So farfas I can«tell,-the Commission has never used value-
added methodology, or any other approach, to do what Respondents
and Petitioners both suggested in this investigation -~ to define

the domestic industry as encompassing the production resources

devoted to only some of the like products manufactured by member

firms. If the Commission followed here the approach it followed
in the cases discussed above, the decision to include or exclude,a »
particular forklift manufacturer would be made on an "all or

nothing" basis -~ that is, a particular firm would be i; the
domestic industry with respect ‘to all of: its like-product=relatedi“
production or it would be out of the industry entirely.‘ A firm ‘f
would not be "in” the industry for purposes of IC forklift trucks H"
made with U. s. frames (or a certain U S. value added) and out of

ca e

the industry for purposes of forklifts made with foreign-sourced o
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frames (or a certain foreign’value-added).37/ Nonetheless,
neither Respondents nor Petitioners suggested that we should
follow an all-or-nothing approach in this case. -

Given the lack of ‘statutory-gquidance or solid precedent, it
should not be surprising that the ‘Commission chose an _approach
that draws clean linés. 'As was explained in the Commission
opinion, we chose the frame approach.for very practical reasons.
Moreover the value-added-data that we gathered showed that  the
frame approach focused on domestic products which had very high.
U.S. value addédf;g/ and also showed that our conclusions:
regarding the financial performance of.the domestic industry would
not have'been'éighifidhntly.different had the value-added approach .
been used.39/

Nonetheless, I am persuaded that an approach to the =~ . ..: . ..

definition of domestic industry: -that places strong reliance on.
U.S. value added has much to commend it :for future Commission
practice. - The value-added approach.is analytically sound, and it

need not pose insurmountable difficulties if the ground rules.for.

37/ My quick search revealed only one major investigation where
the Commission considered as a matter of industry definition.the.. .-
possible exclusion of some of the like products manufactured by
members of the domestic industry. 1In Certain Radio Paging and -
Alerting ngices from Japan, Inv. 731-TA-102 (Final), USITC Pub.
1410 (August 1983), the Commission considered in some detail.
whether Motorola's domestic production activities with respect to
two of its pager models -in particular were sufficient to ‘include
those activities within the scope of the domestic industry. all
Commissioners considering the issue concluded that these products, .
and hence all of Motorola's domestic pager production activity,
should be included in the domestic industry. Id. at 10-11.
38/ Report at B-44 (Table C-4).

39/ 1d4. at A-35 (Table 15).



67
its use are established at the outset of a case.40/ Given the
limited guidance from the statutes, a value~-added methodology may
be the best way to ensure that none of the U.S. resources devoted
to the production of the like product escape our scrutiny in
future cases involving global production. While I do not believe
its use was required in this investigation, the Commission should
carefully consider using a value-added approach in future

investigations involving internatiénally integrated industries.

Economics, Elaqticities. and Causation Analysis 41/
To decide in the affirmative in a dumping case, the Commission

must find that the domestic industry has been "materially

40/ Of course, a number of difficult legal issues remain to be
resolved. For example I am not yet convinced that including in
the domestic industry all firms contributing some U.S. value to
the finished product (as Respondents suggest) is consistent with
the distinction historically drawn by the Commission between
producers of finished products and suppliers of component parts.
Compare EPROMs, supra note 29, at 11 and DRAMs, supra note 29, at
11 with Conference Report on the Trade and Tariff Act of 1984,
H.R. Rep. No. 1156, 98th Cong., 1lst Sess. at 188 (1984):

The term 'industry' for purposes of CVD and AD

investigations means the domestic producers of a

'like product!'....[P]roducers of products being

incorporated into a processed or manufactured

article (i.e., intermediate goods or component

parts) are generally not included in the scope

of the domestic industry that the ITC analyzes

for the purposes of determining injury.
41/ Some of the views expressed in this opinion were discussed
recently in my opinions in Cold-Rolled Carbon Steel Plates and
Sheets from Argentina, Inv. No. 731-TA-175 (Final) (Second
Remand), USITC Pub. not yet available (May 2, 1988) [hereinafter
cited as Argentine Steel], and Color Picture Tubes from Canada,

Japan, the Republic of Korea, and Singapore, Inv. Nos. 731-TA-367-
- 370 (Final), USITC Pub. 2046 (December 1987) [hereinafter cited as

Color Picture Tubes]. To the extent that I repeat myself here, I
do so for the convenience of the parties, the public, and our
reviewing Courts.
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injuredé..by reason of" dumped imports.42/ The controlling
statutee are clear on the need for the causal link between the
fact of dumping and "material" adverse effects to the domestic
industry. They also give us a long list of factors to examine
when we undertake this task.43/ But they do not tell us how these
factors are to be "considered" or "evaluated."44/

For example, with respect to import volume, Section 771(7) (B)

simply tells us that when we "evaluat[e]" import volume in our

42/ 19 U.S.C. 1671(a), 1671b(a), 1671d(b), 1673, 1673b(a),
1673d(b). See also Trade Agreements Act of 1979, Report of the
Committee on Wdys and Means to Accompany H.R. 4537 H.R. Rep. No.
317, 96th Cong., lst Sess. (1979) [hereinafter cited as 1979 House
Report]. The 1979 House Report stated that "the bill contains the
same causation elements as present law, i.e., material injury must
be 'by reason of' the subsidized or less than fair value imports."
Id. at 46-47. See also 1979 Senate Report, supra note 25, at 38,
87. :

43/ See Section 771(7) of the Trade Agreements Act of 1979. The
specified factors are: domestic prices, output, sales, profits,
productivity, return on investment, market share, capacity
utilization, cash flow, inventories, employment, wages, growth,
ability to raise capital investment in the business, import
volume, and import prices. 19 U.S.C. 1677(7)(B),(C). The
statutes repeatedly advise us to "consider" and "evaluate" any
other factors that we find appropriate for analyzing causation in
any particular case. See, e.9., the introductory language of
Section 1677(7) (B), which indicates that the listed factors are to
be considered "among other factors," and Section 1677(7) (C) (iii),
which more broadly mandates that the Commission "evaluate all
relevant economic factors which have a bearing on the state of the
industry, including but not limited to [the listed factors]."
Subsection II of that same section broadly tells us that the
Commission should evaluate the "factors affecting domestic prices."
44/ See 19 U.S.C. 1671, 1671b, 1671d, 1673, 1673b, 16734 (the
Commission is to "determine" whether material injury, the threat
of material injury, or material retardation has occurred). See
also 19 U.S.C. 1677(7) (the Commission shall "consider" certain
factors and "evaluate" them when "determining" whether material
injury, the threat of material injury, or material retardation has
occurred). The statute offers no methodology for examining the
factors the Commission must analyze in its "consideration" and
"evaluation."
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analysis, we must "consider" whether the absolpte or relative
volume or increases in volume are "significant."45/ With respect
to prices, Section 771(7) (C) tells us that when'we'analyze the
effects on domestic prices, we should "consider" whether there has
been price un&ercutting by the dumped imports and whether "the
effect of [those imports]" has been to depress prices or prevent
price increases to a "significant degree."46/ We are also told
that we should "evaluate" generally the "factors affecting
domestic prices."47/ But, to repeat, nowhere in the statute or in
the legislativé'ﬁistory_are we told how we~are supposed to
"evaluate" or "consider," or determine the "significance" or "the
effects" of, import and domestic product volumes and prices. On
the contrary, Congress expressly left the selection of the best
method of analysis to the discretion of the Commission: "“The
determination of the ITC with respect to causation is...complex
_and difficult, and is a matter for the judgment of the ITC."48/

Many of the factors listed in the statutes are traditionally
used by the Commission simply as crite:ia for measuring the
condition of the domestic industry. Thirteen of these factors
(output, sales, profits, productivity, return on investment,
capécity utilization, cash flow, inventories, employment, wages,

growth, ability to raise capital, and investment in the business)

45/ 19 U.S.C. 1677(7)(B), (C)(i). 'See also 1979 Senate Report,
supra note 25, at 86-87. ‘ :

46/ 19 U.S.C. 1677(7)(B), (C)(ii). See also 1979 Senate Report,
supra note 25, at 87. , :
47/ 19 U.S.C. 16777(7) (C) (1ii) (TI).

48/ 1979 Senate Report, supra note 25, at 75.
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are almost always used by the Commission solely for determining
whether the domestic industry is in a distressed state, referred
to as "material injury." Rarely are they central to the
- Commission's causation analysis.49/ The Commission generally
'considers or evaluates these factors by treating them as
historical facts caused by other factors, potentially including
dumped imports. In recent years the Commission's consideration of
these factors has been collected in the Commission's opinions (as
in this investigation) under a separate heading, "Condition of the
Domestic Industry."

Like my colleagues I have generally assessed the condition of
the industry by looking at the reported trends in the factors that
ﬁeasure the industry's performance. One can look at the behavior

of a particular factor over time and tell at a glance whether the

49/ The other factors identified in Section 771(7) of the Trade
Agreements Act of 1979 play a central role in the Commission's
determination of whether the requisite link exists between
material injury and dumped imports -- import volume (in both
absolute and relative terms (e.g., market share)), import prices,
and domestic prices. I am certainly not the only Commissioner who
focuses most heavily on these three factors when analyzing
causation. See, e.g., Certain lLine Pipes & Tubes from Canada,
Inv. No. 731-TA-375 (Preliminary), USITC Pub. 1965, at 13-23
(March 1987) (Views of Commissioners Lodwick and Rohr); Certain
Fresh Cut Flowers from Canada, Chile, Colombia, Costa Rica
Ecuador, Israel, and the Netherlands, Inv. Nos. 701-TA-275 through
278, 731-TA-327 through 331 (Final), USITC Pub. 1956 at 22-50
(March 1987) (Views of Commissioners Eckes, Lodwick, and Rohr):;
Stainless Steel Pipes and Tubes from Sweden, Inv. No. 701-TA-281
(Final), USITC Pub. 1966, at 33-43 (Additional Views of
Commissioner Rohr); Certain Stainless Steel Butt-Weld Pipe
Fittings from Japan, Inv. No. 731-TA-376 (Preliminary), USITC Pub.
1978, at 12-15 (May 1987) (Views of Commissioners Eckes, Lodwick,
and Rohr).
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industry is doing better or worse with respect to that factor than
it did. in previous periods. ' - '

I do not, however, generally use trendlanalysis.to resolve |
the issue of causation. »hany factors besides dumped imports"‘:'aﬁ
affect the performance of domestic'producers.) The operating andﬁf
financial performance of any industry depends on a great many
factors within the broad areas of costs of production, the level
and characteristics of domestic demand the level and
characteristics of domestic supply, and the volume and prices of
both fairly traded and unfairly traded imports from many different
countries. We can never determine with total precision the exact -
impact of any one of the many factors within these broad areas.:uf
Nevertheless, our responsibility in a dumping case is to isolate
the relevant impact of the dumped imports and then to assess -
whether _h__ impact is material. That does not mean that we _-‘
should _gig_ the impact of the dumped imports against the impact"
of other factors. . It simply means that we should eatisfy '
ourselves that the relevant adverse impact of the dumped imports}“

is itself sufficiently large to be material within the bounds ofuﬁ
Section 771(7) (A). of the Tariff Act of 1930.50/ ‘ -

50/ It should be noted that the question asked by me and other
members of the Commission in the Condition of the Industry section
of our opinions =-- i.e., whether the industry is in the state of
distress we refer to as material injury -- is not the same as the
question we should be asking when we analyze causation under the _
controlling statutes. When we first separately assess. the
condition of the domestic industry as a whole, without narrowing
our focus to those aspects of the industry's condition. caused by
the dumped imports, we are to some extent engaging in an overly
inclusive exercise. Nonetheless, I am satisfied that a two-step
(continued...)
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o In nmy view, trend analysis is a difficult tool to use for
identifying theheffects of-dumped imports, forlseparating those
effects from the effects of other factorsloperating in'the
marketplace, and for then making a judgment about whether the
effects of dumped imports are material. Although I sometimes join
in cOmmission opinions using trend analysis,__/ 1 think it is
risky to try to evaluate the extent to which movements in one
factor have caused movements in other factors simply by observ1ng
the.size,of those movements and whether they occurred at about the

same time.52/ fit is for this very reason that I generally resolve

50/(...continued) ' : ~
approach is authorized by controlling precedent. See, e.dq.,
American Spring Wire Corp..v. United States, 590 F. Supp. 1273,
1276 (CIT 1984) aff'd sub nom, Armco, Inc. v. United States, 760
F.24 249 (Fed. Cir. 1985)):; although I do not believe that:a two-
step approach is required by the controlling statutes. See
Digital Readout Systems from Japan, supra note 19, at 17 ff.
Commissioner Cass has pointed to a number of conceptual
difficulties posed by the two~step approach and questioned whether
it is fully faithful to our statutory mandate. 3.5-inch
Microdisks and Media Therefor from Japan, supra note. 26, at 60
(Views of Commissioner Cass). I believe Commissioner Cass has
raised legitimate questions that should be’ carefully considered by
the commission.
51/ See, e.qg:, Argentine Steel, supra note 41, where I joined in
the views of Commissioners Rohr and Lodwick; see also Nitrile
Rubber from Japan, Inv. No. 731-TA-384 (Preliminary), USITC Pub.
2027 (October 1987).
52/ It appears to me that it is in large part the difficulties of
traditional trend analysis that have led to the remand of the
Commission's causation analysis in cases such as Argentine Steel.
The original Commission opinion in that investigation cited the
small size and stable trend of import market share and then leapt
to the conclusion that dumped imports did not cause material
injury. Cold-Rolled Carbon Steel Plates and Sheets from -
Argentina’, Inv. No. 731-TA-175 (Final), - USITC Pub. 1637 at 5-6
(January 1985) . "The- Court of International Trade remanded the
Commission's negative determination last year in USX Corp. v.
United States, 655 F.Supp. 487  (CIT 1987) (hereinafter cited as
USX 1]. The Court concluded: "ITC has failed to articulate any
- S e ‘ (continued...)
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the issue of caueation by~epp1ying-the timef;estedttepls ofe
elementary economics -- including'explicit;gonsiderat;en of
relevant elasticities -- to the- facts gathered by the staff.and
reported in the investigation.53/ A ‘ 4

Much attention has been devoted in this and other recent
investigations'to the role of sqecalled'elaeticinganaleie (a
term I did not create) in Commission cases. To me, elasticity
analysis means nothing more than the explicit use of sound |
economics  in analyzing the facts at issue in a case. .As explained

by the Directoﬁ‘ef the Commission's Office of Economics:

52/(...continued)
rational connection between low levels of market penetratlon by
Argentine imports and its final negative determination." USX 1,
supra at 490. The Court rejected the Commission's consideration
of the trend in import market share because it "consisted solely
‘of the statement that. levels of market penetration remained low
and stable...[w]ithout discussing the significance of this trend
or its relationship to other facts uncovered in the -
investigation...." 1Id.

As I explain below, the most effective way to evaluate the
significance of a given volume of imports as it relates to prices,
revenues, and other factors relating to industry performance is to
use elasticities.

53/ The explicit use of standard tools of economics has the
advantage of increasing the transparency and predictability of the
results of our investigations. It is true that the facts differ
~in every investigation, and necessarily must be considered on a
case-by-case basis. But it is nonetheless possible to make oury-
decisions more predictable and transparent by placing heavy and
explicit reliance on the tools provided by economics and _ ;
statistics. It seems obvious to me that if the Commission
administers the dumping and countervailing duty provisions in such
a way that the results of cases are difficult to predict and
equally difficult to understand, it will lead to a belief on the
part of U.S. producers and importers that our decisions are’
arbitrary and irrational. 1In my view, sound economic and
statistical analysis, and less reliance on isolated snippets of-
anecdotal evidence, will lead to more.predictable application of
our trade laws, which in turn will lead to greater. confldence 1n
the integrity of our proceedings. = - A

i
8
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"Elasticity analysis is simply microeconomic analysis, involving a
systematic study of the responsiveness of quantities demanded -and
supplied to price changes resulting from particular actions."S54/

As I noted earlier, there is nothing 'in the statutes or the
legislative history to tell 'us 'how we must analyze the factors
pertaining to the issue of causation in a case. ' I use standard
tools of economics because they help me focus my analysis on the
effects of the dumped imports. Domestic output, prices, and
revenues are always determined by a host of factors in addition to
the imports undef investigation. . The concept of elasticity is
particularly useful for evaluating whether the reported facts
relating to the: volume and prices of imports have a sufficiently
strong causal relationship to the gggtg relating to domestic
prices, production, and finanCial performance.

While they mayzbe troubling or’ mysterious to some,
elasticities are just simple tools of standard economics.
"Elasticity" is nothing more than a’ fancy term economists use to
refer to the extent ‘to which one particular factor responds to a
second factor, and an "elasticity estimate" is nothing more than a
quantitative judgment about - the degree of - that responsiveness._
Whether or not the Commission ever expressly uses the terms in
this investigation, at least three elasticity estimates that

characterize the aggregate forces of demand, supply, and product

54/ Memorandum from the Director,: Office of Economics, Memorandum
EC-K-470 (December ‘11, 1987), at 1. A copy of this memorandum was
attached to my views in Color Picture Tubes; supra note 41, as.
Appendix "a",
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substitutability at work in tﬁe U.Ss. fbrkliff mérketplace are
nonetheless present in this investigation. |

(1) The Substitutability of Domesfic and Importeg Jap§ge§g
Forklifts. In this investigation, as in nearly every dumping
case, the parﬁies have extensively debated the dégree to which the
domestic and imported products under investigation are
substitutes.. This debate focuses on an essential element in the
attempt to discover whether lower import prices will actually
result in lower sales and prices for domestic products. If the
imported and dqméstic products are not'reasonable substitutes,
lower prices of the imports will not persuadé many customers to
buy the imports in lieu of the domestic alternative -- unless, of
course, conéumer tastes change. The higher the degree of
substitutability, the greater the likelihood that a given declihe‘}
in the price of the iﬁpo:ts will directly translate into lost
domestic sales. “ |

It is relatively easy to see that every Commissioner had to
make a judgment about the degree of substitutability betwéen
domestic and imported Japanese forklifts. The higher the _ '
substitutability, the more likely increases in the quahtity pf,ohe :
would cause declinés in the price of the other, and the more
likely sales of one would have displacéd sales of the other.
Without making this judgment it would have been impossible to
consider the extent to which dumped Japanesé imports had any 4
effect on the prices of the domestic alternative, or the extent to:-

Y

which they captﬁred sales that otherwise would have gone’to
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domestic producers. The aggrégate degree of subétitutability
between the domestic and imported Japanese forklifts can be
measured by their elasticity of substitution. The term refers to
the relafionsbip.between the prices of the imported and domestic
products on the one hand and the quantities consumed of the two
products on tpe other.55/ When we ask, "How substitutable are
domestic and'imported Japanese forklifts?", it is akin to asking,
"How high is the elasticity of substitution?".

- (2) The Responsiveness of Aggregate U.S. Demand for
Forklifts. Thé'éotal revenue received by suppliers in the U.S.
market depends on both the price and the volume,of-the goods that
they sell. It is axiomatic for most goods that, as price rises,
the quantity demanded in the market falls, other things being
equal. In other words, because customers do not havelunlimited
resources, they will seek out substitutes as price increases. It
is equally true that the opposite also generally occurs. As price

falls, the quantity demanded generally increases. That is,

55/ Note that the elasticity of substitution is closely related to
another elasticity concept, the cross-elasticity of demand. This
. latter elasticity is defined as the percentage change in the
quantity demanded of one product divided by the percentage change
in the price of a second product. Alternatively, the cross-
elasticity equals the product of the elasticity of substitution
and the relative size of the subject imports in the U.S. market
(i.e., their market penetration). See P.R.G. Layard and A.A.
Walters, Microeconomic Theory, 1978, pp. 142 and 269.

" Since the cross-elasticity of demand between the domestic
like product and the subject imports measures the impact on the
demand for the domestic product caused by a price change of
imports, this particular cross-elasticity necessarily plays an
important role in causation analysis. Indeed, both the elasticity
of substitution and the cross-elasticity of demand measure the
same basic factor -- the substitutability of two products. ‘
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customers will find the cheaper product more attractive in light
of the prices of available alternatives. The nelasticity of
demand" simply states in quantitative:terms tﬁe:relationship
between aggregate change in the price of a product offered in the
U.S. market and aggregate change in the quantity of that product
that will be purchased by U.S. customers.§§/ When we ask a
witness, "How sensitive to changes in price is domestic demand for
forklifts?", we might equally ask,;“How elastic is U.s. demand for
forklifts?" Both questions mean the same thing.

The Commission had to make a judgment about the elasticity of
demand in this case, because we needed to know the extent to which
lower U. S. market prices encouraged consumers to buy more
forklifts. Looking at the question of lost revenues, unless total
demand for forklifts is completely insensitive to changes in
price, lower prices will cause consumers:to‘purChase more
forklifts (which will, in turn, reduce tbe reuenue loss caused by
the lower per/unit prices) And looking at the issue of price
suppression, in order to assess the extent to which a given |
quantity of dumped imports caused lower domestic market prices, we
needed to know how far downward‘domestic prices'must have had to
move in the aggregate for consumers to ‘have been 1nddced to
purchase the total additional forklifts (imported and domestic)
available in the marketplace. Unless we made this judgment about"

the demand for the imported and domestic products at issue in the

56/ To be precise, the elasticity of demand is the ratio of the
percent change in quantity demanded to the.percent change in pgice.
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investigation, we would not be able to assess the impéct of the
dumped imports from the perspective of how they were treated by
forklift customers in the U.S. market.

(3) The Responsiveness of Domestic Forklift Supply. It is not
unusual to measure in the aggregate how domestic producers |
collectively respond to‘rising or falling prices through reference
to the elasticity of domestic supply. As prices rise, producers
are generally willing to produce more of the product and, as
prices fall, they generally produce less of the product, 6ther'
things being eqﬁil. The degree to thch produders are able and
willing to expand or contract production varies from industry to
industry. Wwhen we ask, "How responsive in the aggregate is
domestic forklift output to changes in forklift prices?", we are
"asking the same question as "What is the elastidity of domestic
forklift supply?".57/ The elasticity of domestic supply is simply
a quantitative statement of the relationship between prices in the
market and unit volumes that producers are willing to supply.

In this investigation we needed to make a judgment about the
elasticity of domestic supply because we needed to know the extent
to which domestic producers contracted or expanded their
production in response to movements in domestic forklift prices.
Stated in the alternative strictly from the perspective of
domestic supply, we needed to make a judgment about the extent to

which domestic firms could have charged higher prices if they had

57/ To be precise, the elasticity of domestic supply is simply the
ratio of the percent change in quantity supplied to the percent .
change in price. ’



sold larger -quantities of -forklifts. .We needed to make this .
.judgment about the responsiveness of_domestic supply in order to ...
assess both the revenue and the .price effects of the absolute and
relative volume of dumped Japanese imports.

It is plain to me that the use of these three concepts is not.
only allowed by the statutes and legislative history, but
underlies the judgments we are obliged to make when we assess
whether dumped imports have caused material ~injury to the domestic
industry. We necessarily must rigorously "consider" the |
relationship of movements in prices and volumes of domestic and
imported forklifts in order to evaluate the magnitude of the
effect that one product has on the other. The strength of the
relationships between these factors‘-- vhether expressed
explicitly or implicitly -- is not just "theoretical"; it is,
rather, the factual reality that lies at the heart of.every_Title.
VII case. o | S

It should he‘apparent«from‘the_above discussion that I prefer
to make my judgments about the essential'elasticities at issueiin
a case in both specific terms;(i.e;,.stated as a number or a' E
range) and ggp;iéit terms. By actually stating the relationship ffi
of volumes and prices in terms of estimated numerical elasticities
or ranges of elasticities, the parties and the Commission thereby
make explicit judgments about key factors that ctherwise are at -
best merely implicit in the analys1s of causation. In this regard
I agree with the- Commission s. Director of the Office of Economics

who observed in the Picture Tubes investigation: "Both the
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Petitioner and the Respondent acknowledge that anyone
systematically examining market relationships implicitly uses
elasticity estimates; I feel it is preferable to make one's
estimates explicit."58/ I believe that by making explicit |
judgments about the assumed elasticities that underlie our
conclusions, we will produce far more transparent decisions for

the parties, the public, and our reviewing courts.59/

A Word about the Sources of the Elasticity Estimates Used in
Commission Investigations

Much attention'has;bgen given in this investigatién to whether the
Commission can gathé; reliable elasticity data during the course
of its investigations and, if so,.how it_should go about that
task. I submit that, fo a very great extent, the concerns about
how the Commission should gather elasticity data are misplaced.

58/ Memorandum EC-K-470, supra note 54, at 3.

59/ The use of explicit elasticity estimates may accomplish
another goal as well. As I noted above, when we ask a witness,
"How sensitive is aggregate U.S. forklift demand to changes in
price?", we might equally ask "How elastic is domestic demand?".
While the questions are essentially the same, in many cases the
answer to the question posed in terms of elasticity will provide
far more helpful evidence. Elasticity is a much more precise
concept than other expressions of "sensitivity." An elasticity
estimate computed for two factors literally reflects the observed
quantitative relationship between the percent change in one factor
and the percent change in the other factor. The higher the
computed elasticity, the more responsive one factor is to the
other. We can thus compare elasticities from investigation to
investigation; using them to help us gauge the relative
significance of the factors under consideration. This use of
elasticities is like asking in our cases: "On a scale of one to
one hundred (or compared to some other known industry), how
sensitive is domestic demand to changes in price?" While the
facts are different in every case, the use of explicit elasticity
estimates nonetheless will help us produce greater predictability
in Commission decisions.
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As I have already emphasized, every Commissioner must make
judgments in every investigation about the essential elasticities
of substitution, demand, and supply that characterize the S
aggregate forces at work in the industry at issue. When a
Commissioner states the elasticity estimates underlying a deéision
on the ultimate issue of causation of material injury, that
Commissioner isksimply expressly stating conclusions of fact that
otherwise would be impliéit. When seen in their proper light, as
conclusioné of fact, elasticity estimates, whether express or
“implied, should‘ﬁé subjected to no.moré-(qr;leSS) scrutiny
regarding their reliability and support in the record than other
important conclusions of fact-reachéd by ‘Commissioners in the
course of investigations. I submit that the most important issue
regarding elasticities is not'hoﬁ‘elasticity data should be
gathered, but rather whether Cqmmissioners would better serve'the
parties, the public, and our :eviewinq courts by making their
judgments about relevant‘elasticities explicit. |

When we do gather evidence on the explicit numerical values -
of relevant elasticities, we are gathering opinion evidence not |
unlike the opinion evidence gathered in many other adjudicative ~
proceedings. Elasticity estimates offered by the parties, their”
experts, or the COmmissién,staff_are like other expert opinion
evidence or statistical sufveys. While their precision will
obviouély depend on the skill and judgment of the expert'computihg
them and the reliability of the data on which they are based,- they‘

are no more theoretical than estimates of reject rates on a ﬁ?
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.productionhline or'expg;t,opiniog testimony.from a .coroner .about
the cause of a crime victim's death. The reliability .and
relevance of elastipities‘cap-bexgqgs;iqnqd on.the same basis that
lawyers and other scholars question other surveys and. opinion
testimony. But just like other statistical evidence and opinion
testimony, elasticity estimates are conclusions of fact;.they are .
not "guesses," "theories," or "theoretical models."

In each investigation, as in this one, the Commission's:
Office of Economics now routinely prepares .and delivers to.the
Commission and,fﬂé parties prior to the hearing a _detailed
analysis and estimation: (in numbers o::ranges),ofrthanelevént
elasticities that characterize the aggregate forces at work in the
industry ﬁnder investigation.. :This analysis is based on the .
Staff's thoughtful consideration of the. information then available
in the record, including producer, .importer, -and.purchaser
questionnaire responses, telephone interviews, field work, and .
secondary research. The pgrties;tpenfa;elg@ygptgnﬂopportup;tyjat».
the hearing and in their posthearing submissions.to reply to
Staff's analysis and provide their own estimates for .consideration
by the COmmission-hLIn.this,invgst;gag;qg,wghe.parties'¢_M;
submissions before, during, and after the hggging_were'of great .
help to -me in making judgments about. the aggregate forces of .
substitution, demand, and supply at work in pheﬁUﬁs.'fprkliggvd
marketplace.60/

o

60/ I found the critique of staff's. elasticity estimates contained
in Petitioners' Post-Hearing Brief" t6 be particularly helpful.
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The parties and members of the COmmission have given
considerable attention in this investigation to the recent
decisions of the Court of International Trade in Alberta Pork
Producers v. United States 61/ ("Albert&iPork") and USX Corp. v.
United States 62/ ("USX 2"). Commissioner Rohr requested at the
hearing in this investigation that the parties answer a number of
important questiohs regarding the bearing of these cases on'the_
Commission's use of elasticity estimates in causation analysis in
Title VII cases. Because I found Commissioner Rohr's questions

and Respondents' answers so helpful in appreciating the

implications of Alberta Pork and USX 2 on the Commission's
gathering and use of elasticity data, I attach them as an appendix
to this opinione63/.

Causation Analysis in This Case: Why I Find That Ihere Was
Material Indju By Reaso f Dumped Imports

The volume and market penetration of forklifts from Japan were

substantial throughout the period of the investigation. Japanese

61/ 669 F.Supp. 445 (CIT 1987).

62/ 12 CIT ____ , Court No. 85-03-00325, Slip Op. 88=30 (March 15,
1988).

63/ The parties should not surmise (because I did not attach them)
that I disapprove of the answers submitted by Petitioners to the
same questions. To the contrary, although Petitioners' answers
reflected somewhat greater caution about the use of explicit
elasticity estimates, they were similar in many respects to
Respondents' answers. Petitioners expressed the view that
elasticity estimates provided a useful "frame of reference" for
causation analysis, but they cautioned that elasticity estimates
should not be used to supplant the data otherwise gathered in an
investigation. Petitioners' Post-hearing Brief at 29-32. I do
not disagree. As far as I am concerned, the role of explicit
elasticity estimates is to ensure that our conclusions make sense
in light of the evidence gathered in our investigations.
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forklifts accounted for roughly half of total apparent U.S.
consumption on a dnit basis, and well over 40 percent on a value
basis.64/ Import volume ranged from just over 21,400 units in
1985 to almost 22,800 units in 1987.65/ While this is not a case
where the market share held by dumped imports is so large that
their role in the market is nearly unmistakable ,66/ it is equally
not a case where the market share is so tiny that a great deal of
explaining would be required before a casual observer would
believe that dumped imports have played a significant role in the
marketplace.gzl‘f

The dumping margins in this case are also rather substantial.
The‘DépArtment of Commerce determined that the dumping margins for
individual Japanese producers ranged from 13.65 percent to 56.81
percent, with the margins for most of the Japanese producers
f#lling'at the higher end of that range.68/ By my calculation, on
an aggregate basis the weighted average dumping margin was roughly

40 percent.

64/ Report at A-48 (Table 25).

65/ Report at A-44 (Table 23). On a value basis, Japanese imports

rose from almost $187 million in 1985 to almost $241 million in
1987. Id. _

66/ See, e.dq., "The Parable of the Elephant and the Mouse" in
Certain All-Terrain Vehicles from Japan, Inv. No. 731-TA-388
(Preliminary), USITC Pub. 2071, at 31-34 (March 1988) (Views of

Chairman Susan Liebeler and Vice Chairman Anne E. Brunsdale).

67/ For example, a small import penetration can have a very large
affect on domestic prices if aggregate domestic demand and

domestic supply are both highly inelastic.

68/ See Final Determination of Sales at Less Than Fair Value;
Certain Internal-Combustion, Industrial Forklift Trucks from

Japan, 53 Fed. Reg. 12,552 (ITA April 15, 1988); see also

Memorandum from the Director, Office of Economics, EC-~1-143 (May
6, 1988) at 2-3. .
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As I recently observed in Certain Bimetallic Czlinders from
Japan, 69/ I treat the margins computed by the Department of
Commerce as an indicator of the maximum difference between the
actual prices of the subject imports and the prices that would
have been charged in the absence of dumping during the period of
the investigation.70/ 1In the absence of convincing evidence to
the contrary, I generally assume that-the weighted average dumping
margin directly translates into a price advantage for dumped
imports relative to what their prices would have been if they had
been fairly traded. After carefully considering Respondents'
arguments and the evidence in the record regarding this issue,__/
I have not been persuaded that the weighted average dumping margin
in this case does not mostly reflect U. S. prices for Japanese
imports that were lower than they would have been in the absence

of dumping.

The Impact on Domestic Sales

Unless there is some good explanation to the contrary,__/ the
evidence of a large market share held by dumped Japanese imports
and a substantial dumping margin point toward the conclusion that

significant sales (well within the range of material) were lost by

69/ Inv. No. 731-TA-383 (Final), USITC Pub. 2080, at 28 (May 1988).
70/ Id. See also Digital Readout sttems from Japan, supra note -
19, at 24-25.

71/ Respondents' Economic Anal sis, supra note 4, at 44-45,
Memorandum EC-L-143, supra note 68, at 10.

72/ As I discuss further below, one "good explanation to the
contrary" could be that the dumped imports and their domestic
counterparts are not sufficiently close substitutes.
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the‘domestic forklift industry by reason of dumped imports.
Respondents offer two related arguments why such a conclusion
would be in error. First, they contend that the degree of
substitutability bétween domgStic and Japanese forklifts is low.
Second, they contend that any sales lost "by reason of duﬁped
imports" were not sales-of-domestically manufactured forklifts,
but rather were sales of forklifts imported by U.S. producers from
other countries, particularly Korea and Ireland. These two
arguments are facets of the same iséue -- the substitutes |
available for ghé dumped impofts. Since Respondents stated them
separately, I will discuss them separately.

Respondents are entirely correct in focusing on the degree of
price-motivated substitutability between domestic and imported
Japanese forklifts. A reasonable degree of substitutability is
necessary or the potential price advantage enjoyed by reason of
dumping would not have persuaded many customers to buy imports in
lieu of the domestic alternative. The closer the domestic and
imported alternativeé are as substitutes, the greater the impact
lower prices for imports could have had on domestic producers.

I am not persuaded that the evidence supports Respondents'
argument that "Japanese imports have‘viftually no U.S.=-produced
competition in the standardized, smaller engine size segment of

the domestic market in which the Japanese models compete."73/ - The

73/ Respondents! Economic Analysis, supra note 4, at 32.
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evidence in the record suggeets that there is no such isolated
"segment" of the market.74/ a

In this case there is substantial evidence in the record,
including the results of Staff's purchaser survey, on the degree
of substitutability between domestic and imported Japanese
forklifts. A number of facts revealed in Sstaff's purchaser survey
suggest a high degree of substitutability between the Japanese and
domestic products. For example, Staff reports:

most purchasers agree that there are no significant

physical or performance differences between comparable

Japanese IC forklifts and domestic IC forklifts, that

leadtimes for Japanese IC forklifts were equal to or

less than those for U.S. trucks, and that transportation

costs do not play a major role in purchasing

decisions.75/
On the other hand, some purchasers expressed loyalty to particular
brands and models, and some purchasers noted differences between
the domestic and imported products in marketing practices, dealer
support, and national accounts programs76/ -- all factors that
suggest less-than-perfect substitutability. Consistent with this
conclusion, Staff found that while price was important, it did not
appear to be the most important determinant affecting purchasing

decisions:

74/ It looks to me that there is a single U.S. IC. forklift market.
See, e.g., Report at A-55 ("many of the price comparisons received
by the Commission involved instances in which purchasers were, in
fact, deciding between IC forklift models with different standard
engine sizes on the basis of price. Some of these involved minor
engine differences -- large engines compared to medium engines, or
medium engines compared to small engines; others involved
decisions between large engines and small engines."); See also
Post-Hearing Brief of Clark Equipment Company at 8-9.

75/ Report at A-51; Memorandum EC-L-143, supra note 68, at 12. .
76/ Report at A-51-A-52; Memorandum EC-L-143, supra note 68, at 14.
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Oonly 4 of 32 purchasers listed price as their major

determinant and more than half reported selecting, on

one or more occasions during the period of

investigation, a supplier that was not the lowest-priced

supplier, suggesting that purchasers perceive price

differences roughly equivalent to product differences.

The two factors most commonly cited as the primary

determinant in particular purchasing decisions were

quality and the ability of a vendor to supply the

particular specifications desired.77/

After considering this and other evidence, Commission Staff
concluded that imported Japanese and domestic forklifts were
moderately close substitutes.78/ Having considered this evidence,
Staff's analysis and arguments offered on this issue by
Respondents and Petitioners, I have concluded that, on balance,
imported Japanese and domestic forklifts are at least moderately
substitutable. I do not agree with Respondents' argument that the
degree of substitutability between dumped imports and their
domestic counterparts is low. |

I have also rejected as unsupported Respondents' argument
that Japanese imports did not displace domestic forklifts, but
rather only displaced other imports. Respondents contend that if
there had been no dumped imports, U.S. forklift producers simply

would have sold more forklifts iﬁported from other countries,

77/ Report at A-52; Memorandum EC-L-143, supra note 68, at 14.
78/ Memorandum EC-L-143, supra note 68, at 14-16. Commission
Staff concluded that the elasticity of substitution for imported
and domestic IC forklifts was moderate, and believed to be in the
range of 1 to 2. Id. at 1s5.

" Petitioners argued in their Post-Hearing Brief that Staff's
estimate of the degree of price-motivated substitutability was too
low, contending that the elasticity of substitution was "above 20
and probably in the area of 25 to 30." Petitioners' Post-Hearing
Brief at 21. Petitioners offered good arguments why the results
in Staff's purchaser survey may have understated the importance of
price as a purchasing determinant for many small-volume customers. |

-
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particularly Korea and_Ireland.zg/ Whilg the evidence suggests
thaﬁ Respondents may be correct in part -- at least some of the
sales displaced by dumped Japanese forklifts would;have been sales
of imports from other countries -- I am notlpersuaded that the
bulk of the impact of dumped imports did not fall on domestic
production. I reach this conclusion for two principal reasons.

First, as noted above, domestic forklifts are at least
moderately close substitutes for Japanese imports,:,Given the
consistently low domestic capacity utilization during the period
of the investiggéion,gg/ U.S. producers would have been able to
supply many more forklifts without increasing their costs and unit
prices. They would have had to be motivated by much larger cost
incentives than shown in the evidence of this case before they
would have shifted all production offshore. The fact is that they
did not entirely shift their production offshore even under the
pressure of dumped Japanese imports. As a consequence it is
highly likely that a fair number of the forklifts displaced by .
Japanese imﬁorts would have been made in domestic plants.

Second, there is insuffigient evidence that the availabiligy
of supply from Ireland and Korea during the period of the
investigation was as great as Respondents contend. It must be
remembered that the question for purposes of analyzing causation
of material injury in this investigation is not what supply
conditions exist in the world foday,<but what conditions of supply

79/ Respondents' Economic Ahalxsis, sugfa note 4, at 33, 45.
80/ Report at A-19 (Table 3).
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existed during the period of the investigation. Imports from
Japan were well over twice as great as imports from all other
sources during the 1985-1987 period.81/ The evidence is not
convincing that additional imports from Ireland and Korea would
have made a serious dent in the Japanese market share during that
time. Respondents' speculation regarding significant unused
capacity in Hyster's b.ﬁ. facilities82/ appears to be
misplaced.83/ And Qhat little evidence we have regarding Korean
production operations calls into question whether significant,
stable, untappéa;supply capacity existed in Korea during the _.
period of the investigation.84/ The evidence suggests,thét the
availability of supply from Ireland and Korea would have had some
impact in the U.S. market but that the impact wouldvnot have been
nearly as great as'Respondents suggest.

In summary, while Respondents have correctly pointed to
factors that reduced the impact of Japanese imports on domestic
production, these factors did not reduce that impact below
significant levels. I am persuaded by the moderate (at least)
degree of substitutability between Japanese and domestic
forklifts, the large absolute and relative volume of dumped

Japanese imports, the substantial dumping margin, and the lack of

Id. at A-48 (Table 25).
Respondents' Economic Analysis, supra note 4, at 33.
See Petitioners' Post-hearing Brief at 41 and 45.

4/ See Petitioners' Post-hearing Brief at 9; See also Report at
A-10. We have no evidence that substantial increases in fairly
traded imports would not have come only at higher prices, which in
turn would have increased demand for domestically produced

forklifts.

EERE
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proven ample alternative import supply that the domestic industry
lost significant sales (well w1thin the bounds of material) by '

reason of dumped imports in the U.S. market{

The Impact on Domestic Prices
The extent of the impact of dumped imports on the prices received

by domestic producers is much less clear. Nonetheless, on
balance, I conclude that dumped imports had a material impact on
the prices received by U S. forklift producers __/ | |
I am persuaded that during the period of the investigation
domestic supply of forklifts ‘was highly responsive to changes in |
price -- that isf the elasticity of supply was high -- over at |

85/ The data regarding transaction prices reported in .the staff.
Report (Report at A-53 through 68, Tables 27 through 34) was of
limited help in assessing the extent to which dumped imports -
caused price depression or price suppression in the U.S. market.
The many differences between product models rendered the
Commission's traditional approach of gathering producer and
importer prices unworkable. Moreover, as noted above, Staff's
purchaser survey revealed that "only 4 of 32 purchasers listed
price as their major determinant and more than half reported : -
having selected, on one or more occasions during the period of the
investigation, a supplier that was not the lowest-priced supplier,
suggesting that purchasers perceive price differences roughly ,
equivalent to product differences." (Staff Report at A-76.) The
data themselves, gathered from purchasers accounting for roughly 1.
percent of U.S. consumption, ‘show many instances when Japanese )
forklifts had lower nominal transaction prices; but they also showa_
many instances when customers purchased higher-priced non=- - .
Japanese import or domestic models. These facts suggest that
directly comparing nominal. transaction prices to assess the
existence of "overselling" .or "underselling" is a very risky
exercise in this investigation. . - :

The price trend data reported in Tables 30 through 34 (which
were gathered from the great majority of domestic producers and
Japanese importers) show a mixed picture of domestic prices moving
generally downward for most classes of forklifts, but not for the
important class of 5,000 pound cushion tire trucks (the largest
single class) which had steady and rising prices.



92 .
least part of the production range at issue here. First, there is
evidence that domestic producers could have shifted to production
of IC forklifte from other products, including electric forklifts,
without major technical diffiéulties.gg/ Second, it appears that
the ratio of variable to fixed costs is high -- which also
indicates.elastic supply.87/

Buf most important, domestic capacity utilization was very
low throughout ﬁh?lpefiod of the investigation. It reached its
high of 6nly 55.6 percent in 1986, before it fell to a period low
of 47.3 percenﬁ'fn 1987.88/ 4That means that, particularly over
the short run;Lthe déﬁestic industry could easily expand
productio; f& inclu&éla large portion of the volﬁmes at issue in
this inQestigatian Qithout matérially raising marginal unit
costs.89/ Assuming that this is a competitive industry -- a fact
that the parties in‘this investigation do not seem to dispute -~
the significant unused caﬁacity means that mafket prices for
forklifts'wbuld notkhaQe-risen dramatically as domestic producers

increased their oﬁtput. This is the same thing as saying that the

86/ Memorandum EC-L-143, supra note 68, at 5-6.

87/ 1d. at 6-7.

88/ Report at A-19 (Table 3).

89/ We must consider the relevant elasticity of domestic supply
over the proper range. Since at bottom we are asking how the
domestic industry was affected by the Japanese imports under
investigation, the outside boundaries of the correct range for
determining the elasticity of domestic supply are established by
the volume of Japanese imports and time periods implicated in the
investigation. I am not persuaded in this investigation that
domestic supply is consistently elastic over the whole relevant
range. o



93
domestic sﬁpply-is highly elaétic in at least part of the relevant
- range.90/ | .'

These facﬁors led Staff to conclude that the élasticity of
supply was very high, most likely greater than 10. Petitioners..
agree that supply is highly elastic (at least upward) and suggest
that it might be as great as 70-to 80.91/ I agree with the
conclusion that supply‘was highly elastic in the relevant fange
for the investigation. | ' |

Standing alone, the high responsiveness of domestic supply to
changes in priqé’;- the high elasticity of domestic supply -- |
would suggest that dumped Japanese imﬁorts would have had a much
smaller impact on prices than on quantities of<domestic,forkiif£s
sold during the period of the investigation. If we forget the
largelJapanese,import penetration for a moment, it seems clear
that the aggregate conditions of~domestic.supp1y were such that
had there been fewer Japanese imports in the absence of dumping,
domestic fifms would have increased théif output to meet the
aggregate domestic demand without securing significantly higher |
prices. Stated in the altefﬁative (and again leaving aside the

S

90/ Stepping back from the economic jargon for a moment, it simply
means that if domestic producers expanded their production by the
amount of at least some of the Japanese imports, the prices they
could demand in the market would not be a great.deal higher.

91/ Petitioners' Post-hearing Brief at 18-19. Petitioners argue,
however, that supply is inelastic ("sticky") downward. 1If
Petitioners' argument is correct, we could expect to see strong
price effects as domestic producers ultimately caved to the
pressure of declining demand for domestic forklifts and reduced
output. Without deciding the question, it seems to me that
Petitioners' scenario better describes what might have been true
during the period of time several years ago when Japanese imports
were first gaining their sizable share of the U.S. market.
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‘relative volume of Japanese imports), by virtue of their "unfair"
prices, dumped Japanese imports would have taken substantial unit
sales away from domestic producers, but domestic producers would
not have significantly reduced- their prices as a consequence.

But we cannot forget the large market share held by Japanese
imports. While the elasticity of domestic supply was high, I am -
not convinced that it was so high over the relevant range that the
large share of dumped Japanese imports (priced lower to the extent
of a substantial dumping margin) was absorbed into the market
without having,;;haterial impact on domestic prices. 1In short, I
conclude that the impact of dumped imports on domestic prices was:
substantially muted by the responsiveness of domestic supply to
changes in prices; but the relative volume of dumped imports was
so great that even this muted impact sounded a significantly

discordant note for domestic producers.92/ -

92/ My conclusion that dumped Japanese imports had a material
affect on prices received by domestic forklift producers is
supported by my conclusions regarding the price-responsiveness of
U.S. forklift demand. The evidence regarding this issue is mixed.
staff and Petitioners each offer sound arguments in support of
their estimates of the elasticity of aggregate domestic demand.
See Memorandum EC-L-143, supra note 68, at 18-23, and Petitioners'
Post-Hearing Brief at 22-23. On balance I am persuaded that the
elasticity of aggregate 'U.S. forklift demand is not extremely
high. As a consequence I do not believe that reduced U.S. market
prices resulting from the sales of dumped imports encouraged
consumers to buy so many more forklifts that domestic producers -
were not materially injured. Looking at the. issue of price -
suppressiofn, the relatively low elasticity.of domestic demand
meant that there was ‘significant pressure in the U.S. market to
move prices downward to induce customers. to purchase the total
additional forklifts (dumped imports and domestic) available in
the marketplace. .
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conclusion | |
The evidence in this investigation convinces me that the domestic
industry has suffered materia; injury caused by lost sales and
lower prices that would not have occurred had there been no‘T
dumping of Japanese imﬁorts in the U.S. market.93/ For the
foregoing reasons, I conclude that the domestic forklift industry
has sustained material injury by reasonAof dumped impqrts from

Japan.

93/ I am persuaded that the lost sales and lower prices suffered
by the domestic industry directly translated into material injury
as measured by the factors discussed in the Condition of the
Industry section of the Commission opinion in this investigation.
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APPENDIX TO ADﬁlTIONAL VIEWS
OF VICE CHAIRMAN BRUNSDALE

i Commissioner David B Rohr
Queetions Regarding the Use ‘of Elasticities

Internal Combustion Engine Forklifts from Japan“
: 731-TA=377(F) |

The Court of International Trade.has recently issued a number of
rulings relating to the Commission's use ‘of elasticity estimates
in its analyses of title VII cases. In particular, I note the
Court's 2 decisions relating to the Commission's decisions in the
case of Live Swine and Pork from Canada __(the Alberta Pork
decisions) and in its decision in the recent/USX/remand.

1. In the first Alberta Pork decision, the Commission's causation
analysis was remanded to the Commission because of flaws that the
Court found in its use of elasticity estimates. What conclusions
about the general use of elasticity estimates and, more
specifically, also about the source of the elasticity estimates it
uses, should the Commission draw from that case?

2. In her second remand decision in the USX case, Judge Restani
of the CIT also discusses the use of elasticity estimates. In
terms of principles which the Commission may draw from Judge
- Restani's discussion about the use of elasticity estimates
generally, what may we conclude from the judge's opinion? Does
that case tell us anything more about elasticity estimates than
the fact that they are more reliable if the parties have the
oppor-unity to comment on them? If so, what?

. 3. Most recently, the CIT affirmed the 'Commission's remand
decision in Alberta Pork. This decision, it seems to me, focussed
specifically on elasticity estimates. What conclusions might we
draw from the Court's decision in this case?

4. In its initial decision in Live Swine and Pork from Canada,
the Commission used elasticity estimates derived from both live
swine and pork to support its conclusion that live swine imports
from Canada were a cause of injury. Is it correct to conclude
that the CIT's initial remand was due to the fact that the court
found it inappropriate to use elasticity estimates for both swine
and pork to reach conclusions relating solely to swine?

5. Does this establish the principle that elasticity estimates
derived from products other than the specitic like product underf

ot

investigation are improper? - ' SERE

6. In our remand decision in the Live Swine case, the Commission
made two arguments relating to its use of elasticity estimates.
First, we argued that it was more sound economically to use the
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~ broader estimate of both swine and pork in 1looking at the
elasticity for swine. - :Looking at the decision of the court, do
you find anything which indicates that the Court accepted -this
rationale? - o - g : ' o

. .. : - “Appt
7. -Second, the Commission specifically adjusted the'elastféity
estimates based on the relative volumes of swine and pork in Srder
to develop an elasticity specifically relating to swine.  “Does
this mean that whenever the Commission uses elasticity it must
specifically provide the mechanism it wused to develop the
- elasticity number it used? Does it also mean that we must adjust
such elasticity estimate, and provide the Court with the basis of
the adjustment, to account 3Jjust for the 1like product under
investigation? Is it sufficient to fulfill the court's
requirement for the Commission to indicate that it used particular
information to come up with an estimate or must it provide the
mechanism it used to convert the information into the particular

number which it used?

8. 1Is the decision and the rationale used by the Court in the
second Alberta Pork decision consistent with the decision of Judge
Restani in the USX remand? .

9. What general proposition can we draw from these cses about the
proper basis from which elasticity estimates used in Commission
investigations should be calculated?

10. In Alberta Pork, it seems to me that the Court also addressed
the proper place of elasticity estimates within the broader
framework of Commission causation analysis. = What conclusions is
it appropriate to draw about how elasticity estimates fit within
this framework?

11. Taking these three decisions together, along with any other
court decisions you feel are relevant, including, specifically,
the Maine Potato case, summarize the court-enunciated principles
that should guide the Commission's use of elasticity estimates.

12. Please comment on whether the calculation of the elasticity
estimates made by you, opposing counsel and the staff have been
made on a basis consistent with the principles enunciated by the
Court. Can you suggest any method for adjusting them toc make them
consistent? How reliable would any such calculation be?

How good, that is reliable, is the data wupon which such
adjustments would have to be based? .

13, Can you fit the elasticity analysis which has been suggested
within the broader framework of causation analysis mandated by the
statutory consideration of volume and price that we have in this
case? Please pay particular attention to the Commission's
preliminary decision in this case and indicate whether an
elasticity analysis is consistent with or inconsistent with such
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analysis. How much weight do you suggest we give to elasticity
estimates in an investigation involving a non-commodity product
such as forklift trucks? If there is a conflict between the
conclusions which we might draw from our examination of price
‘comparisons and volume analyses and from an elasticity analysis,
whichh do you feel it would ‘be more appropriate for the Commission
to rély on? Why? ‘ .

Thank you very much.
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APPENDIX C
Answers to Questions of Commissioner Rohr

‘l. The first Alberta Pork decision (CIT Slip Op.
87-94).approves the use of elasticity estimates to
assist the Commission in its ana;ysis of injury. (Slip
op. at'46). But the Court questioned whether the
elasticity estimates used by the Commission in that
proceeding .were applicable to the product under
investigétion. In particular, the Court was concerned
that elasticities of demand used to anaiyze the impact
of live swine imports upon domestic swing prices had
been generatéd from econometric models that combined
data on live swine and pork to estimate a single
elasticity for both products, rather than treating live
swine and pork as distinct products. If so, the Court
was concerned that the resulting elasticity might be
misleading for purposes of estimating the impact of
swine imports alone on domestic swine.prices, and
remanded the case for a reassessment of the eclasticity
evidence. _ |

Thus, the decision confirms that elasticity
esfimates are potentially useful to the work of the
Commission. - But it also suggests that the Commission
should not rely uncritically upon elasticities that, for

whatever reason, are potentially misleading as to
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conditions in the industry under investigation.
Instead, it should evaluate elasticity estimates
carefully to ascertain any possible biases in the

estimates and assess the significance of those biases.

2. The second remand decision in the USX case (CIT
Slip Op. 88-30) also approves the use of elasticity
estimates to aid the Commission in its analysis, but
questions the reliability of the estimates used in that
procegding. Among other things, the Court suggests that
reliance upon particular elasticity estimates is more
likely to be reasonable if parties to the proceeding
have had an opportunity to comment upon them and raise
any pertinent criticisms. The Court further observed
that the estimate relied'upon by one Commissioner was
derived. from a model that was estimated with data that
were potentially out of date, and that included products
not under investigation in that proceeding. The Court
then held that the Commissioner should have considered
whether those possible shortcomings made the elasticity
estimate unreliable and, if they did not, should have
explained why.

Thué, as a general principle, the Court apparently
accepts the fact that elasticity estimates used by the
Commission will not always be derived from econometric

models that are ideal as to the data that they employ,
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and holds that the Commission must consider whether any
imperfections in the underlying data might make the
elasticity estimates unreliable. If the Commission
concludes that imperfections in the underlying data do
not destroy the reliability of the elasticity estimates,
it should explain why if it relies upon the estimates in

its détermination.

3. In-the most recent Alberta Pork decision (CIT
Slip Op. 88-40), the Court affirmed the Commission's
determination on remand, which was based in part upon
elasticity estimates that had been adjusted for a
possible bias due to the aggregation of data on live
swine and pork in the econometric models that were used
to generéte the estimates. The Court concluded that the
" adjustments were done in a reasonable manner, and noted
that the édjustments did little to alter the
Commission's original assessment of the quantitative
impact of swine impofts.upon domestic swine prices. The
Commission was therefore reasonable in concluding on
remand precisely what it had concluded in the original
proceeding -- that imports of live swine had caused
material injury to the U.S. swine-producing industry.
The Commission was also reascnable in relying upon the
adjusted elasticities rather than developing entirely

new elasticity estimates, as the adjusted estimates-
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constituted the best information available under the
circumstances. Like the USX decision, therefore, this
decision suggests that the Commission may utilize
estimates derived from data that are less than ideal if

the estimates constitute the best information available.

4. It would be incorrect to suggest that the remand
in the Live Swine and Pork investigation was due to the
fact that the Court found it absolutely impermissible to
use elasticity estimates for both swine and pork to
reach conclusions relating solely to swine. Rather, the
Court was concerned that the use of estimates based upon
the combined data might be misleading as to the impact
of swine imports alone, and that the Commission had not
properly considered this possibility. The Court's |
subsequent affirmance of the Commission's détermination
on remand indicates that the Commission may indeed rely
upon elasticity estimates derived from data that include
products not under investigation, as long as the need
for adjustments to the resulting estimates has been duly

considered and any appropriate adjustments have been

made.

5. No it does not -- see answer to question 4
above. If elasticity estimates are derived from

products other than the specific like product under
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investigation, the cOmmission must consider whether
those estimates are nonetheless reliable, and make any

appropriate adjustments for ascertainable biases.

6. The Court does not accept this argument by the
Commission explicitly, nor does it reject it. But the
Court;perhaps‘implies an acceptance of the Commission's
position in the following passage: "In light of the
limited time the Commission was given to conduct its
remand, and the .reasons for adjusting the existing
econometric estimates rather than seeking new estimates
derived from data on only‘live swine, the Court finds
the Commission's determination that the econometric'
estimates‘on_record.are{the.best information of such

nature available is reasonahle.“ Slip Op; at 13.

7. The Court does not specify precisely vhat the
Commission must provide in the record to justify its
reliance on particular elasticity estimates, or what
adjustments might be required under particular
circumstances. Plainly, if an elasticity estimate is
derived - from data that include products not under
investigation, the Commission must consider vhether the
estimate might be misleading, and whether adjustments
are thereby warranted. If the Commission reasonably

concludes that no adjustments are necessary, or can
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reasonably identify the direction of any possible bias
in the estimate and thereafter treat the estimate as an
upper or lower bound (as the case may be) on the actual
elasticity, then presumably no adjustments to the
estimate would be necessary. 1If adjustments are made,

. however, it is probably necéssary for the Commission to
include in the record information (such as a memorandum
from the staff economist) indicating why and how the
adjustments were perférmed. ‘It is also probably
necessarf for ﬁhe COmhiésion to include in the record
information abpgt the source of any elasticity estimates

that are relied upon and theAsample period for the data

used to generate them.

8. The Alberta Pork and USX décisions are not
inconsistent. Both caution the Commission against
reliance upon misleading elasticity estimates, fet both
recognize the practical limitations of data' and
econometric techniques, and allow the COmmission to rely

reasonably upon the best information available.

9. The moét fundamental principle that emerges from
these caseé‘is that, As in any phase of the Commission's
injury analysis, the Commission should seek to obtain
the ﬁest infdrmation available when utilizing elasticity

estimates. The Commission should always consider
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whether inadequacies of the data or statistical -
techniques used to generate elasticity estimates render
those estimates unreliable or necessitate some further

adjustments.

10. As noted, the Alberta Pork decision clearly
indicates that analysis of causation on the basis of
elasticity estimates is reasonable and permissible. The
Court does-not indicate how heavily the Commission may
rely upoh.elastiCity estimates in reaching.its
conclusions,‘of how much the Commission must supplement
elasticify analysis with other information concerning

the causal impact of imports on the domestic industry.

11. The COﬁrt of International Trade had thus far
placed relatively few constfgints upon the cOmﬁission's
use of elasticity gstimates. Ahalysis based upon such
estimates, in principle, is reasonable and permissible.
But the Commission should be alert to the possibility
tﬁat a given estimate may for bne reason or another be
misleading as to conditions in the industry under
investigation. An estimate might be miéleading if the
data upon'which it is based are old and conditions in
the industry have changed. Alternativély, it might be
misleading because the data upon which it is based

include products other than the "like product" under
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investigation. The'Commission should carefully COnsider'
these possibilities, as well as any other possible
source of bias in elasticity estimates. Where a source
of possible bias in a given estimate has been '
identified, the Commission should consider its
significance including, among other things, whether the
bias is serious enough to render the estimate totally
unreliable or toireguire an’adjustment to the estimate.
The Commission should also explain its reasoning in this
regard. After due consideration of these matters, the
Commission is free to utilize elasticity estimates in

: its injury analysis. Furthermore, the elasticity
estimates relied upon by the Commission need not be’
derived from data or statistical techniques that are
ideal in every respect as long as the Commission's
reliance upon them is reasonable and makes use of the

‘ best information available.

12. We have no additional suggestions regarding the
specific elasticityiestimates provided in the Staff -
Elasticities Memo. They should be regarded as what the
Staff purports them to be - estimates, based either on
specific regression equation estimates (as in the case
of the demand elasticity) or on the informed judgment of
the Staff of the responsiveness of particular quantities

(i.e. domestic or foreign production, and U.S. sales) to
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changes in forklift prices. Unless the Staff has many
more Qbservations'on’priceS7'production, and sales of
domestic and foreign trucks ‘than it has collected (only
‘three individual years' data), it is highly doubtful, in
our view, whether the sStaff will’ be in a position in
this case to improve upon the estimates it has already

provided.

13. . We believe the elasticity analysis can be fit
into thé causation framework used by the Commission,
consistent with the directions of the dumping statute.
As indicated in earlier responses, any elasticity
estimates should be considered as part of the
- information base developed by the Commission in
conducting its investigation, and thus should be
factored into the Commission's final decision. The view
is reflected in the USX remand opinion.

In addition, there is nothing wrong in principle
with using elasticity estimates in a case involving a
"non-commodity" product. Because products are not
fungible, they are imperfect substitutes rather than
perfect substitutes, and thus the focus will be in large
part on cross-elasticities of demand in the U.S. market
rather than own-price elasticities. But the exercise is
conceptually much the same. And on the -supply side, the

elasticity of supply from alternative foreign producers

Y.
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has the same poténtial bearing upon a "non-comm¢dity
case" as on a "cémmodity".case, although again the
':impact on domestic producers of'alternative‘foréign
Supplies‘may_be computed via'crésséelasticites rather

than own-price elasticities.
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ADDITIONAL VIEWS OF COMMISSIONER RONALD A. CASS
Certain Internal Combustion, Industrial N
Forklift Trucks from Japan- .
Investigation No; 73}fTA—377_(Fina;j
I concur with the Commission;s.affifmative‘determination
in this investiéation, finding that tne domestic industry is
suffering'material injury by'reasen of less than fair value
("LTFV") imports of IC forklifts”from Japan. I join the
Commission's definition of the like proauct and the domestic .
industry,l/ the Commission's discussion of the condition of
the industry, and the Commission's discussion and”dispOSition
of the felated pafties and critical circumstances issues. I
also join the Commission's Opinion insofar;as it concludes
that returns to the domestic industry have declined materlally
relative to what they would have’ been absent the LTFV sales
subject to investigation. I reach this conclusion, however,
by a different route than that taken in the Comnissibn?s

opinion.

1/ I also concur with the observations respecting like product
and industry definitions contained in the Additional Views of
Vice Chairman Anne E. Brunsdale. I note that the .choice
between the frame approach and the .value—added approach to
product definition does not appear to have dec1s1onal
significance 1n this 1nvest1gatlon. :
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I. Assessing Injury By Réason of LTFV Imports

A. Basis for a Qnifigd ggmpgrg;iyg Analysis

There are two principal reasons why I believe that the
analytic framewdrk éenerally dséd,by fhe Commission in‘recent
years is not the framéwork‘best suited to carry out the
requirements of Title VIi 6f the Tariff Act of 1930 which
governs this investigation. | |

First, in my. view, the Commiésion‘should not ask
separately whether the dbmestic induStry'has been injured, and
then, if injury has been found, inQuire‘whether the imports.
under investigation caused or contributed to.that injury. I
‘think that the more sensible aﬁproach —-- and one that comports
more faithfully with the language and intent of Title VIi of
the Tariff Act -- is a unified analysis of the relationshipv
between LTFV imports and effects on the domestic industry that
compares the domestic industry's actual performance with what
the domestic industry's performance would have been if there

had been no LTFV imports.2/ Failure to follow a unified

2/ The distinction between the two approaches and the legal
basis for preferring the unitary approach are explained at
greater length in 3.5" Microdisks and Media Therefor from
Japan, Inv. No. 731-TA-389 (Preliminary), USITC Pub. 2076
(April 1988) (Additional Views of Commissioner Cass).
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approach can create a }equifement that the doméstic industry
be unhealthy as well ég'injured by-reaéon of LTFV imports.}/»

Second, I believe that.the Commissioners have a duty td;
explain clearly how théy ﬁave assessed the impéct of LTFV
imports on the domestic industfy.~ This duty is common to all
significant administrétive deciéions.g/ It includes the
responsibility to articulate the major factual infefences and
factual assumptions that supportvthat'aéseSSment.~'I do not °
believe that our duty ishfuliy'dischafged if we simply examine
in a general way the present condition "of the domestic
industry and recent treﬁds in the industry and, after
intuitive assessment of their relationship, offer our

conclusions as to whether the industry has been injured by

3/ See., e.d., Digital Readout Systems and Subassemblies
thereof from Japan, Inv. No. 731-TA-390 (Preliminary), USITC
Pub. 2081 (May 1988) (Views of Chairman ‘Liebeler, Vice
Chairman Brunsdale and Commissioner Cass) at 20-21, The
argument that a healthy industry cannot be injured is at odds
with suggestions in the pertinent legislative history and in
judicial decisions. See S. Rep. No. 1385, 90th Cong., 24
Sess. pt. 2, at 11 (1968), reprinted in 1968 U.S. Code Cong. &
Admin. News 4548-49; S. Rep. No. 249, 96th Cong., 1lst Sess. 87
(1979) ; Republic Steel Corp. v. United States, 591 F. Supp. |
640, 649 (CIT 1984), reh'g denied, 9 CIT 100 (1985), dismissed
(Order of August 13, 1985). It also is not the most natural’
reading of the statutory instruction that antidumping duties
be imposed if the Department of Commerce finds that sales have
taken place at LTFV and "the Commission determines that an

industry in the United States is materially injured... by

reason of imports of , . . [that] merchandige...." 19 U.S.C. §
1673d(b) (1) . , _ - ' S

4/ See SEC v. Chenery Corp., 318 U.S. 80 (1943); Phelps Dodge
Corp. v. NLRB, 313 U.S. 177 (1941). :
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LTFV importsf The statute reqnires‘us to determine whether
LTFV imports have materially affected the domestic industry:
we cannot adequately inform parties of the basis for our
decisions unless we reveal how that effect is determlned 5/
The Commission' S approach which does not usually identify
many of the predlcates necessary_to assess the‘effects of LTFV
imports on the domestic industry, seems to pay inadequate
attention to this task.§/ | “ |

The approach I have developed for’addressing antidumping
investigations under Title VII no doubt is not the_only way of
addressing these two concerns. It may not be the hest way of

addressing them. But it squarely faces‘up to the real

5/ Indeed, Congress has implicitly recognized that this is the
case. The Omnibus Trade and Competitiveness Act of 1988 that
was recently passed by Congress contained a provision that
would require the Commission to "consider and explain" .its
analysis of each factor that it takes into account in deciding
a Title VII case. See H. Rep No. "100-576, ‘'100th. Cong., 24
Sess. at 616-17 (1988). ' o R

6/ I am aware that one judge on the Court of International
Trade has indicated that the mode of analysis generally used
by the Commission in recent years, if never fully explained,
has become at least generally understood by those who work in
this area. SX . ni es,” 12 CIT ____, Court No.
75-03-00325, slip op. 86 30 (March 15, 1988). - The judge,
thus, suggested that the need for explanation o6f the
traditional approach is not so great as for the alternative
approaches. Id. Because the unified COmparatlve approach that
I have developed explicitly ‘identifies the predicates ‘
necessary to.assess the effects of LTFV imports’ on the
domestic industry (see discussion, dinfra, text’ at notes 19-
23), and therefore more closely conforms to the requirements
traditionally imposed ,upon administrative agencies, it should
be better able to withstand sdch an -examination. :
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problems that underlie my departure from the analysis that has
been used by the Commission in recent years. As set forth
below, I believe my‘approach both is'fﬁily‘in accord with our
statutory mandate and_conforms to ordinéry expectations oév

parties to administrativé proceedings as to explication of the

basis for decision.

B. Analvtic Framework: A Cgmparative.Approach

Title VII of the Tariff Act iﬁdicates with reasonable
clarity the nature of the general inquiry,land also the nature
and Sequence of Subsidigry inquiries, that the Commission
should undertake. The factors given by the statute and the
order in which they are listed in the sﬁatutei/ suggest a

three-part inquiry into the causation of material injury.8/

7/ Title VII first describes the determination that the
Department of Commerce must make regarding the existence of
the unfair trade practice. Then Title VII describes the
considerations that should guide the Commission's
determination respecting the existence of material 1n3ury from
unfairly traded imports, directing the Commission to
"consider, among other factors -- '

(i) the volume of imports of the merchandlse which is the
subject of the investigation,

(ii) the effect of imports of that merchandlse on prlces
in the United States for like products, and

(iii) the impact of imports of such merchandise on
domestic producers of like products." 19 U.S.C. § 1677(7) (B).
The statute goes on to spell out these three factors with
greater particularity. 19 U.S.C. g 1677(7)(C).

8/ The aggregation of the sixteen statutory factors into three

types of inquiry does not suggest that only three of the

factors have real importance. The three inquiries comprehend
' (continued...)
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First, the Commission must examine the prices and volumes of
the subject imports. In particular, the Commission must
assess how eales at LTFV changed the prices of subject imports
and the volume of those imports' sales in the U.S. Second,
the Commission must‘evaluate the effect of LTFV'importS'on
domestic prices and sales of the like product; Third, the
Commission must explore the manner in which the changes in the
demand for the like product affected‘employment and investment
in the domestic induetryAand must assess the significance of

such changes.g/

8/(...continued) , ,

all of the statutory factors Aggregation of the factors into
three groups is not intended to suggest that some factors are
especially important and others unimportant. The separation
of the factors into groups instead is simply a means of
organizing the factors to facilitate analysis. At the same
time, it must be confessed that the Commission has not always
been able within the statutory .time limits on its
investigations to gather information on all of.the statutorlly
listed factors and, therefore, cannot always rely on the full
panoply of considerations dictated by statute. For example,
the Commission's reports rarely contain significant
information on investment in the domestic industry, return on
investment, or ability to raise capital. By showing the
relationships among the statutory factors, the analytical”
structure followed here allows us to assess the effects of
imports with greater confidence even when less than
comprehensive information pertinent to related factors 1s
before the Commlss1on )

9/ Whether the 1njury to the domestic industry caused by the
LTFV imports rises to the level of materiality requisite under
Title VII can be addressed as a fourth question. Insofar as
that is done, however, the fourth inquiry becomes a process of
applying the statutory test for materiality to the information
developed in the prior three inquiries; that is, this last
1nqu1ry would reach a legal conclusion but would not extend
the factual analysis of the other inquiries.
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It is important to note.that these étatutory inquiries
respecting tﬁe effects of LTFV imports are not absolute but
insteéd aré cgmpgré;ivg. The analysis of caﬁsatioh that has
been used by the Commission in recent years, once it moves
beyond assessment of the economic health Qf the cbmplaining
industry, also must be comparative. It must ask how the
domestic industry's fortunes differ from what they would have
been undef somé other setlof facts. That is the essence 6f
any causation analysis, 10/ and it certainly is required under
any approaéh to the statutory question respecting the effect
of LTFV imports oﬁ'the domestic industry. Onevcan answer such
queétions only if the effect of imports is directly visiblev
independent of ailléther'factéfs (as might be the case in a
simple‘persohal injury case in which.there waé a neutral
witnesé to the act that piainly inflicted the injury) or if
oné cqmpares‘tﬁe obsérved facts respeéting an industry's
economic forfunes Qith some other situation (as with more

complicated cases of injury from remote exposure to chemical

10/ See, e.d., W. Keeton, R. Keeton & D. Owen, Prosser &
Keeton on the Law of Torts 265 (1984). 1Indeed, it is widely
recognized that this causation test, if the essential
predicate of any causation analysis, generally provides only
the first analytic step. See, e.g,, H.L.A. Hart & A. Honore,
Causation -in the Law (1959); Calabresi, Concerning Cause and
the Law of Torts: An Essay for Harry Kalven, 43 U. Chi. L.
Rev. 69 (1975); Malone, Ruminations on Cause-in-Fact, 9 Stan.
L. Rev. 60 (1956). :
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toxins) .11/ Pléinly, what is called for in aﬁtidumping
investigations is a comparison of the facts respectihglcurrent
industry'performance with the nature of that.performance in
the absence of LTFV imports.

This compara;ive question is a factual one: what was the
effect of the LTFV imports on the domestic industry?
Resolution of this question, however, depends on more than
readily observed facts. It also depends on inferences drawn
from the facts about what happened because of LTFV imports
that affected the domestic industry;_ Of course, it should not
need stating that asking what happened "because of" of'"by
reason of" LTFV imports is the same as asking what would and
would not have'happened without the LTFV imports.

In addreésing that question, we must acknowledge that
'¢lear answeré generally will not‘be apparent no matter what
method of analeiS'is used. ‘The effect can never be assessed
with absolute confidence'becausé imports never affect the
domestic industry in a manner that is plainly observable.
Industry fortunes may rise or fall coincidentally with

Aobserved changes in imports; but many factors affect the

11/ See, e.d.,, Robinson, Multiple Causation in Tort Law:
Reflections on the DES Cases, 68 Va. L. Rev. 713 (1982);
Rosenberg, The Causal Connection in Mass Exposure Cases: A
"Public Law" Vision of the Tort System, 97 Harv. L. Rev. 851
(1984); Schwartz, Products Liability, Corporate Structure, and
Bankruptcy: Toxic Substances and the Remote RlSk Relationship,
14 J. Legal Stud. ‘689 (1985).
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industry simultaneously, and the efiects of LTFV imports
cannot'be seen. separately.12/

The complicated reasons behind_industry performance are

T

not themselves the focus of'our inquiry. »The Cémmission does
not need separately to evaluate the many factorévaffecting the
domestic industry: the statute does noﬁ instruct.us to compare
the relative magnitudes of the §a£ious causeé of observed
changes in the domestic industry in cases'under-fitle VII.l;/
Indeed, the Commission need not even identify all.éﬁch causes.
This does not meaﬁ,~however, that the Commission can
determine the effect that LTFV impofts actually ﬁave had bh
the domestic industry without careful anéleis; And it does
not mean that, because such analy§i$ is_difficult and its
conclusions always arguable, the Commission sﬂéuld‘not attempt
such analysis. Admission that careful cgmpgrgtivg analysis
does not produce unarguable, self4eVideﬁtvc6ncluéions does not
condemn such analysis or in any way suggest that .its
conclusions are especiaily suspect.” All conclusions about the

effects bf LTFV imports can be questioned; none is :self-

12/ See Digital Readout Systems and Subassemblies Thereof from
Japan, Inv. No. 731-TA-350 (Preliminary), USITC Pub: 2081 (May
1988) (Views of Chairman Liebeler, Vice Chairman Brunsdale and
Commissioner Cass) at 21.

13/ S. Rep. No. 249, 96th Cong., 1lst Sess. at 74 (1979); see
Cold-Rolled Steel Plates and Sheets from Argentina, Inv. No.
731-TV-175 (Final) . (Second Remand) (Views of Vice Chairman
Brunsdale) at 36. '
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evident. That in 1argé'meésure is why the.Congréss delegated
this function to a multi-member Commissioh and accorded us
substantial disCretion in making.this assessment.1l4/ We are
not free to choose some other question to answer simpl§
because it is easier, such as whether LTFV imports were a
contributing factor in any way to whatever changes a domestic
industry has experienced. The statute directs the Commissidn
to assess whether é domestic industry was méterially injured
by reason of LT?V,imports. We must do that as carefully and
directly as we can. Although with the benefit of additional
experience or further considération”l may find a.different
appréach prgferable, I believe ;hat the explicitly comparative

approach I use here best performs this task.

C. T m i \ A f Injury From
LTFV_ _Imports: Cl in W

- Before discussing how the comparative.approach leads me
to the conclusion that I have reached in this case, I should
addréss some misconceptions about this approach. The
compérative approach that I have adopted does not, as has been

suggested,15/ turn on an assessment of the nature of "barriers

14/ See H. Rep. No. 1156, 98th Cong., lst Sess. at 75 (1984).

15/ Digital Readout Systems and Subassemblies Thereof from
Japan, Inv. No. 731-TA-390 (Preliminary)., USITC Pub. 2081 (May
1988) (Additional Views of Commissioners Eckes and Rohr) at
51. - :
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to competition in'fofeign markets" and it is in no way an
"injury to compeﬁition test"; The analytic approach that I «
have adopted seeks to detérmine the effects of LTFV imports-.on
the domestic industry -- nothing more, nothing less. It does
not attempt to assess “injnry to competition” in any form,
although the domestic industry at issue inevitably will be in
competition with the LTFV imports. My analysis does not make
relief dependent on the degree of concentration in the
domestié market, on changes in concentration, or on-evidenceg
of any anti-competitive act (unless one wishes to apply, or .s.
more often misapply., thaﬁ label to sales at less than fair
value). It does not make relief dependent on the presence or
absence of barriers to new competitive entry in the relevant
U.S. markets. Accordingly, it.is difficult to understand how
my approach could be confused with one designed to assess
injury to’competition-

I have elsewhere explalned how competltlve condltlons in
foreign markets -- 1nclud1ng 1mped1ments barring reimportation
to the exporting country of goods exported to-the United - -
.States -= facilitate dumping.l1l6/ Under any reasonable
interpretation, theée comments can not be construed as

indicating that I believe that the Commission's task is to

16/ See 3.5" Microdisks and Media Therefor from Japan, Inv,
No. 731-TA-389 (Preliminary), USITC Pub. 2076 (April 1988)
(Additional views of Comm1531oner Cass) at 35-36.
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assess "injury to competition":. Moreover, thatzreimportation
impediments are an esséntial corollary of dumping does not
suggest a requirement’ that the Commission expend considerable
effort to evaluate in:detail the exact scope of such
impediments before a finding .of dumping or of injury from
dumped imports may be made.l1l7/ . The question whether dumping
has occurred is, of course, the responsibility of the U.S.
Department of -Commerce;. it is not our.job,.and I have not
suggested otherwise. My analysis of injury from LTFV imports
has not depended’and does not depend on evidence of any
particular level or kind of reexport,impedimeﬁt.’

It“also;seemSLOdd‘thme that my approach. would be
characterized as "remedy-oriented."18/ I do not at any point
suppose that thé Question to:be addressed by the Commissipn in
Title VII investigations is what remedy should be. imposed if
injury from LTFV imports is found. I deo not at any point,
except when considering whether LTFV imports pose,g threat to
domestic- industry, suppose.that the question fo be addressed
is what will happen in the future. -The comparative approach
does not ask how the fortunes of the domestic industry will be

different if the industry no longer must compete against LTFV

17/ But _see Digital Readout Systems and Subassemblies Thereof
from Japan, Inv. No. 731-TA-390 (Preliminary), USITC Pub. 2081
(May 1988) (Additional Views of Commissioners Eckes and Rohr)

18/ Id. at 51. IR



-121-~
imports. Instead, the comparative approach asks how the

fortunes of the domestic industry would have been different if

the industry had not had to eonpete against LTFV imports. tit
is difficult, therefore, to understand how it could be said
that this is a remedy-oriented approach. | -
Moreover, it should be noted that although the
comparative approach to dumbing investigaticns that I have
adopted has been characterized as "nevel,"lg/ in reality the
comparative approach.is quite einilar te apprbaches'followed
by other present and former commissioners20/ and differs.from
such approaches principally in fhe deéree tefwhich it.makes
explicit the factuai inferencee and assumptions tnat‘mggi be
made in any analysis of theveffect LTFV imperbs actually‘had
on the domestic industry; For example, if one is goiné-fb'
draw an? inference regarding the effect of LTFV imports on the
domestic 1ndustry from 1nformatlon about 1ndustry performance
at any point in our three-year period of investigation other

than the six-month period examined by Commerce; one Simply

19/ Id. at 50.

20/ See, e.g., Certain Ethyl Alcohol from Brazil, Inv. No.
701-TA-239 (Final), USITC Pub.:71818 {(March 1986) (Views of.
Chairwoman Paula Stern, Vice-Chairman Susan Liebeler, ,
Commissioner David Rohr, and Commissioner Anne Brunsdale); -
Heavy-Walled Rectangular.Welded Carbon Steel Pipes and Tubes
from Canada, Inv. No. 731-TA-254 (Final), USITC Pub.: 2081
(February 1986); Heavy-Walled Rectangular Welded Carbon Steel
Pipes and Tubes from Canada, Inv. No. 731-TA-254 (Flnal),
USITC Pub. 1808 (February 1986) (Views of Chairwoman Stern
Vice Chairman Liebeler and Commissioner Brunsdale).



~122-

must make some judgment about whether in fact the industry
faced LTFV imports at that point. This judgment could he
based on an inference from facts in the record, on a
rebuttable presumption, or on an unexamined assumption.A It

s, however, disingenuous to suggest that other analyses that
rely on inferences from performance trends do not make any
Judgment about this matter 21/

In comparlng the approach that I have adopted to
approaches used in recent years by other members of the
Comm1ss1on, the prlmary dlfference, then, is between 1mplicit
and - expllc1t attentlon, w1th the comparatlve approach choosing
greater expllcltness, There is no reason to believe that this
feature of the comparatlve approach makes it any less faithful
to the command of Title VII or any more vulnerable to |
challenge in the courts 22/ 1ndeed there 1s, if anythlng,
reason to believe that prec1sely the oppos1te is true, as

courts generally have sought to protect partles to

21/ But see Digital Readout Systems and Subassemblies Thereof
from Japan, Inv. No. 731-TA-390 (Preliminary), USITC Pub. 2081
(May 1988) (Additional Views 6f Commissioners Eckes and Rohr)
at 55-56. In fact, the comparative approach I have used is
less affected by this particular. judgment than is the analysis
that has been used by the Commission in recent years. My
approach depends more on inferences from the factual record
about the operation of domestic markets for the imports and
the- like product and less on comparison of trends in the
domestic industry and the imports.

22/ But see id. at 49-50. See note 5,<§hpza.
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administrative decisions against the édrt of inconsistencies

that dependence on inarticulate assumptions can produce.23/

II. Analysis of Material Injury By Reason of LTFV Imports

A. - LTFEV .Imports:

(1) .The Inquiry and Its Statutorv Basig

‘The first inquiry I believe the statutory framework .
suggests concerns the LTFV-imports subjeqt tg investigation.
The effort is to compare the volumes and prices of the subﬁect
imports .over the periodtéftinvestigation with the volumeé and
prices that would have obtained had the imports been fairly
traded. 24/ Aithough I have made aspects of this inquiry
explicit that apparently have not previously been addressed
specifically by the -Commission, I beligve that this‘inquiry is
consistent with: judgments implicit in prior Commission
decisions25/ and also believe that this inquiry is faithful to
our. statutory mandate.

Such an inquiry comports with bo;h the languagevand‘

structure of the Tariff Act. Under the statute, the

23/ See Phelps Dodge Corp. v. NLRB, 313 U.S. 177 (1941). See
also Saginaw Broadcasting Co. v. FCC, 96 F.2d 554 (D.C. Cir. ),
cert. denied, 305 U.S. 613 (1938) ,

24/ See 19 U.S.C. § 1677(7)(B)(l)._(C)Ki), (C) (i1) (TI) .

25/ §§§;‘§igaq~gértafniEthy1 Alcohol from Brazil, Inv. No.
701-TA-239 (Final), USITC Pub.. 1818 (March 1986).
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Commission is directed to determiée not "what was the effect
of iﬁﬁbfts from the ‘subject countries?"; instead, the
Commission"is‘asked "did the domestic industry suffer material
injury (or threat or retérdation)"by reason of'foreign
mercharidise sold in the United States at less than its fair
value?"26/ This question cannot be answered best simply by
comparing the observed data with a hypothetical situation in
which thé‘foreign pfoducers made no saleS'in_the U.S. market.
In order to answer this question, it is necessary, in the
first,inStance, to attempt to analyze and assess the most
realistic‘éltérhative to sales of imports at LTFV; that
dltérnati&e"Wiil usually be sales of some volume of imports at
fair value:]thatlis, at prices not less than those charged in
- the féféignlhome.méfket or foreign third market)..

' Tﬁe structure of antidumping law also suggests the need
to focus first on the effect of the difference between sales
iét léss than fair value and the different volumes and prices
bf sales that would have been made if the exporter had not
chargéd a IOWef”priCe in the U.S.27/ The law imposes duties
on LTFV imbortS'if‘ah antidumping order is entered; the

statute does not prescribe exclusion of all LTFV.goods. The

26/ 19 U.S.C. § 1673d(b) (paraphrased).

27/ This statement at least holds true in investigations such
as the present one in which the allegation of dumping is
premised principally on the difference in prices between sales
to the U.S. and sales to a foreign market.
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statute defines LTFV sales in terms of the d;fference between
the price of the foreign product in the United>States and a
foreign market, and the duties ealculate@ by the‘Department_oi
Commerce in such cases are intended only to equalize'the
prices between the United States and tne fqreign market.28/
- While our analysie of the injury from LTFV imports does
not depend on the effect of the remedy provided in the
statute, elementary prineiples of statutory conetruction
dictate that we should read the statute we are apply@ng es a
consistent document and shoule attempt ;o imp;ement the intent
embodied in that document.29/ The statute as;a‘whole makes

plain the intent to eliminate differences in base sales prices

28/ Although the statute does provide for a comparison of ex-
factory prices of sales to the United States with constructed
costs, the manifest intent of the statute is to equalize
exporter's selling prices between countries. Thus, the
statute provides first for comparison of prices of sales to
the United States and to the exporter's home market, and only
in the event that no such sales (or offers for sales) for home
consumption are not made in commercial quantities does .the
statute provide for use of alternative (third country) foreign
market prices or constructed prices. 19 U.S.C. § 1677b.
Moreover, the price construction plainly appears designed to
indicate probable prices, rather than costs, of the products
subject to investigation. 19 U.S.C.” § 1677b(e). " -

29/ This proposition finds suppcrt across an array of
commentary suggesting different particular methods of
interpretation. See, e.q., H. Hart & A. Sacks, The Legal
Process (tent. ed. 1958); Eskridge, Dynamic Statutory o
Interpretation, 135 U. Pa. L.. Rev. 1479 (1987); Farber &
Frickey, Legislative Intent and Public ChHoice, 74 Va. L. Rev.
423 (1988); Posner, Legal Formalism, Legal Realism, and the
Interpretation of Statutes and the Constitutién, 37 Case W.
Res. L. Rev. 179 (1986-87). L ' '
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of products destined for different countries when such price
differences materially injure the domestic industry. Our
reading of tﬁe pértion of the statute we apply should be
-sensitive fo this intent. The proper comparison, then, with
which to bégin our analysis of injury by reason of LTFV
impofts ié between the effects of the‘prices and volumes of
subject imports actually sold and those that would have been
sold had the imports not been offered at a lower price in the
United‘Staﬁes -- that is, had the exporters been required to
charge a single price for the goods in the foreign market and
the U;S.'market.lg/ |
" (2) Precision and Permissible Inferences
In making this comparison, it is important to bear
ceftain matters ih mind. ‘One is that precise quantification
of the price énd volume effects of LTFV imports is not
required and generally cannot be done with confidence. This
is not, of course, a.problem peculiar to this particular part
of our inquiry. It should be emphasized that the nature of
the. information availabie to us invariably precludes anv

strong statements of precise guantitative effects.31/ Nor

30/ See 3.5" Microdisks and Media Therefor from Japan, Inv.
No. 731-TA-389 (Preliminary), USITC Pub. 2076 (April 1988)
(Additional Views of Commissioner Cass) at 74-75. '

31/ This is in part due to the insulation of our record from

some of the means for testing factual accuracy that generally

accompany legal or formal administrative proceedings. = For
(continued...)
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does the statutory mandate we apply sﬁggest the neceesity for
great precision. After all, we are asked ohly to:determine
whether the adverse effects of LTFV imports on the domestic
industry are "material," not to determine the amount of.thoseL;
effects. A

At the same time, thé more often we can articulate -at
least rough estimates of the various factors that influence ..
our’ judgments or of the inferences we draw from the reccrd
evidence, the more clearly parties»can gauge’the basis for ou;j
decisions ‘and the better they can‘predict our decisions.
While we should. not pretend to levels of precision that .are
utteriy unrealistic, we also should not shy away from more.
precise statements when those statements. can be made at
reasonable levels 'of generalityu\ If the Commission's mandate
is not to articulate precise quantitative assessments, it also
is ﬁot directed to obfuscate those judgments it can and does

derive from the facts before us.

31/(...continued) : '

example, much of - the factual data that is. collected by the
Commission is subject to stringent confidentiality: o
requirements.  See 19 U.S.C. § 1677f. The Commission is s
unable to receive argument or comment on the accuracy or
reliability of such data from the parties to an investigation
and therefore does not have the benefit of the complete airing
of views that would accompany a fully adversarial process.
Congress has recognized that this is an important limitation
and, in passing the Omnibus Trade and Competitiveness Act of .
1988, -attempted to reduce its potential impact on the 4
Commission's decision-making process. . See H. Rep No...100-
576, 100th Cong., 24 Sess. at 622 24 (1988)". o
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'In-estrmating~the-changes~in&pricesgenq:volumes of LTFV
imports, which generally :is :dependent on the margins,
calculated by the Department of Commerce, the. caution to draw
coriclusions only at reasonable-levels Qf,generality must . -
especially be born in mind. ’After all, the margins do not .
represent the differences .in actual sales prices in the.
markets ‘being compared and margins .and are:not calculated .
periodically throughout the .period we.investigete,.but3rether
are-calculated by:the.Department-.of Commerce only for one six-
month period.32/. -~

Nonetheless, it seems.a.fair inference from the facts
adduced in many- investigations-:that the sales prices of-LTEV
imports  will not be lower by an amount-equivalent to the full

extent- of’ the: dumping margin by reason.of the different prices

in. the foreign market and in:the U.S. Where we can reasonably

do so, I believe :that we should, on the basis of the facts.

before us, -evaluate the likelihood that LTFV sales lowered

32/ At the same time, however, such imperfections are hardly
unique to dumping margin data. . The Commission often bases its
determinations upon ‘less-than- 1deal data as, 1ndeed it must,
glven the statutory command that it "use the best information
..available." See 19 U.S. C § 1677e(b) Accordlngly, '
there is no ba31s for the- clalm, made by some,: that the
comparative -approach is somehow. fatally flawed because it

- takes into-r-account, inter . alia, dumping margin 1nformatlon'

See .Digital Readout. Systems and Subassemblles Thereof from
Japan, Inv. No.:-731-TA=390- (PrellmlnarY). USITC Pub. 2081 (May
1988). (Additional- Vlews 0Of Commissioners Eckes and Rohr) at
56-58. Compare -Hyundai ‘Pipe Co. -v.:United. States Inter—

'national Trade Commission, _ -.CIT _.., slip. op. 87-18 at .7

(February 23, 1987).
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U.S. prices of‘thé subject imports by_some other amognt; - We
often should be able to de;ermine_with_as much confidence as
can be attribuped:to bther decisions necesséryito our ultimate
.judgmentlwhether<a very large, moderate{ or relatively smq}l
change in the importéf prices accompanied LTFV sales;

There ﬁay, of course, be inyestigations‘in which the
nature of the markets or of . the ﬁargin calculations makes this
determination infeasible. There_also doubpless will be many |
instances in whiéh; given the other facts in the,recbrd,
selection amongtthésq differeﬁt levels of import price éhanges
will have no impact 6n_théAoﬁtcome of our determination.i The
'apprbach‘I hé#eitaken to disposition of antidumping
inVestigatiohs,doeé nbtipféclude_déciéion in such'instance%’én
thé'béSis df §th§r iﬁfor@ation available to the Commiséigngfi

" (3) Application to IC Forklift Trucks o

In'this investigation, the record supports an iﬁférence
that é'sﬁbstahtiAl,cﬁénge.in the price of the subject imp?r;s
_ accompanied sales of thé'impotts'at LTFV, but the record does

not support,33/ and disposition of this investigation does not

33/ The particular manner in which the various dumping margins
were calculated in this case, gee USITC. Memorandum EC-L-143
(May 6, 1988) from Office of Economics at 2, complicate the
calculation of price changes, and would require elaboration of"
a more sophisticated means of deriving an inference from the
available facts than I have employed in prior investigations.

I do not at this point address the issues that such an
extension of my analysis would raise, as I do not believe the
calculation critical to disposition of this investigation. '
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require, more éxact calculation of that pricé change. The °
Department of Commerce has determined that the ‘average prices
charged for the subject products sold in the Japanese market
(or‘the equivalent’average'priCes of subject products)34/ .
ranged from 13.65 percent to 56.81 percent ‘higher than the
average prices charged for such products in the U.S. ‘export
market.ii/' Commerce further determined that the dumping
margin for the produéts of most of the Japanese producers of

the LTFV goods was closer to the higher ‘end of this range than

“£o the lower end.36/ 1If the‘dumping margins of the Japanese -

34/ This comparison was actually used by the Department of
Commerce for ‘only two of the exporters whose products are
under investigation. Other bases for estlmatlng the dumplng
margins were used for other exporters either because the-
exporters did not have suff1c1ent home market sales, did not
respond to Commerce's inquiries, ‘or did not respond in a-
manner that allowed calculatlon of the dumplng margln from the
home market prices. o

35/ The lowest dumping margin calculated for any of the
respondents was 13:65 percent for Respondent -Sakki Industrial
Co. and the highest margin was 56.81 percent for Respondent
Kasagl Forklift, Inc. Report at A-8. :

L : . ' -,
N . - . . " H

36/ The dumplng margins calculated by Commerce for the other
Japanese producers were as follows: - .- o

Toyota Motor Corp. - ~ ":'17:29%

Nissan Motor Corp.; Ltd.  51.33%

Komatsu ‘Forklift o’ S 47.73%
Sumitomo-Yale - © -7 51.33%

Toyo Umpanki Co. - 51.33% 7 £

~ _All Others SR 39.50

Report at A-8.
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firms are Qeighted according to the perdentége‘of all LTFV
jproducts sdld by éach Such firm, the average dumping margin
for the subject imports would be approximately 41 percent.
Thesé}dumping margins, taken together with the fact that the
Japanese exporters' sales voluﬁe in Japan was between sixty-
three percent and sixty-five percent of the combined sales
volume in Japan and the Unlted States, 37/ provide a reasonable
bas1s for 1nferr1ng that the prices at which Japanese
forklifts were sold in the Unlted States decllned
31gn1f1cantly by reason of LTFV sales (probably by a-
substantial péfcentage of.the dﬁmping margins of the Japanese
produceré). V o

The record in tﬁis investigation further supports an
inference fhat tpe substantial volume of Japanesée forklift
sales in tﬁe United States is in significant measure
attributable to the lower price that accompanied LTFV- sales.
Although the evidence was not entirely conéistent on this
poiﬁt, credible testimony from several witnesses indicated

thaﬁ price was an important factor in the choice among

37/ Report .at A-42, Table 21; USITC Memorandum EC-L-143 (May
6, 1988) from Office of Economics at 10. The relative sales
volumes in the U.S. and Japan generally influence the degree
to which the Respondents lowered U.S. prices. The evidence in
the present record does not include direct evidence of
Japanese exporters' pricing decisions with respect to .
undercutting U.S. producers' forklift prices, although
Petitioners did allege that Respondents set U.S. prices at
levels designed to allow sales below U.S. producers' prices.
Tr. at 11. ‘
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competing forklift trucks.38/ As discussed below, the
expansion in sales of Japanese forklift trucks attributable to
sales at LTFV bears directly on the effect of the LTfV imports

on the dqmestic,industry.

B. Domestic Prices and Sales

(1) Defining the Inquiry: Statutory Basis

The second inquiry suggested by the statutel9/ asks, in
light of the changes in the market for the imported products
consequent to the LTFV imports, what changes have occurred in
prices and sales of the domestic like product? Again, this
does not depart from the traditional focus of our invest-
igations. The information traditionally gathered by the
Commission and the parties on trends in prices and production
of the like product is plainly useful to this ihquiry. As
explained above, however, even if completely trustworthy data
on sugh trends were available -- and information dn these

matters is often incomplete or of questionable accuracy40/

38/ See, e.q., Tr. 16, 39-40, 50, 82-83. This testimony is
consistent with information developed by the Commission staff
during the course of its investigation. USITC Memorandum EC-
1.-143 (May 6, 1988) from Office of Economics at 14-23.

39/ 19 U_S.C. § 1677(7) (B) (ii).

40/ These informative failures result in part from the
" peculiar circumscription of our investigation (focusing
generally on market segments that are not congruent with
producer's own divisions or with standard product like

‘ (continued...)
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—- such trends, taken alone, can not, of‘course, .answer the
question posed by the statute respecting the effect of -LTFV
imports.41/ We not only want to know what has-‘happened to
prices and sales of domestic like products; we also-want:to
know what role the LTFV imports played in changing domestic
prices and sales.42/

Recognizing that this linkage between imports and changes
in domestic products' prices and sales often will be difficult
to establish directly, the Tariff Act directs our attention to
a series of factors that might provide bases for ‘infererces
regarding this linkage. To that end, the Commission is told,
for instance, to look at evidence that the LTFV imports

competed in the domestic¢ market at a lower price than- the like

40/ (...continued)

categorles), the time constraints under. which our
investigations must by law be conducted and the procedures
used to collect and evaluate information.are suggested above.
On the first of these points, see note 31, supra.

41/ See S. Rep. No. 1385, 90th Cong., 2d Sess. pt. 2 at 11
(1968), reprinted in 1969 U.S. Code Cong. & Admin. News 4548-
49; S. Rep. No. 249, 9th Cong., lst Sess. 87 (1979); Republic
Steel Corp. v. United States, 591 F. Supp. 640, 649 (Ct. Int'l
Trade 1984), reh'q denied, 9 CIT 100 (1985), dismissed (Order
of August 13, 1985). T K .

42/ Petitioners argued that if the imports in any way
contributed to a decline in the economic health of the U.S.
forklift truck industry that was more than de minimis, we
should find in the affirmative. See Tr. 46-47; Petitioners’
Prehearing Brief at 18-19. Respondents argued that the harm
from the LTFV imports must in itself be material. See Tr.
189-90. I accept Respondents' standard for purposes of this
investigation. : : o
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products (price pndercutting) or that competition from the
LTFV imports drove down (or kept down) prices for the like
products (price depression or suppression) .43/

The statute also commands attention to several other
factors that might support or contradict an inference
regarding the effects of LTFV imports on domestic price and
production. Information on inventories, capacity utilization,
and productivity can be relevant to this inquiry,‘as they can
suggest reasons the subject imports would have more or less
effect than might at first appear.44/ For example, if
capacity utilization in the domestic industry is low, that
might suggest significant ability to increase production if
the absence of LTFV imports increased demand for the like
product. Concomitantly, if domestic capacity were (virtually)

fully utilized, the LTFV imports would not exert significant

43/ 19 U.S.C. § 1677(7)(C)(ii). The references to price
undercutting and price depression or suppression connote
different market situations. The former refers to price
differences between the LTFV imports and the like product in
the U.S. market generally accounted for by some product
differences perceived by consumers. Such perceived
differences may be persistent, as in the case of quality
differences, or temporary, as in the case of branded products
sold at promotionally lower prices over a period of time while
consumers become acquainted with the product. Price
suppression or depression refers to the effect on the price of
the like product caused by the presence of LTFV imports and
occurs to some extent anytime dumping is taking place and the
like product is a substitute for the LTFV imports.

44/ 19 U.S.C. § 1677(7) (C) (iii).
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influence over domestic production, aithough the impofts.will'
then affect price more sigﬁificantly.gi/
(2) Application to IC Forklift Trucks

" In the instant investigation, exéminatibn of the
statutory factors respectingteffects on prices and sales of
thetdomestic like product Suggests that LTFV imports héd‘
significant adverse effects on prices and salés of the
domestic like product.

- The trends‘in‘domestic prices and production portray an
industry where domestic operations are in decline. Domestic
production, measured both in terms of uhits shipbed and the
dollar value of such shipments, declined slightly froﬁ 1985 to
1986 and more significantly ——.by approximately fifteen |
percent -- from 1986 to 1987.35/ TheArepbrtéd sales prices of
most categories of U.S.fprodﬁced iC forklifts declined by |
similar percentages during the same period.47/ |

~ This information, standing alone, however, does not
demdnstrate that LTFV imports caused theseVdownward_trends; by
itself it does not provide a very useful indicatidn of the )

extent to which domestic prices and production were affected

45/ ‘It is, of course, possible that LTFV imports might inhibit
an expansion of domestic capacity. Such inhibition might be
considered in connection with an allegation that imports
threaten material injury to the domestic industry.

46/ Report at A-18.

47/ Report at A-67.
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by LTFV imports. When compared to data on Japanese forklift
1mports,‘thls 1nformatlon certalnly does not appear
dispositive. . Reported prices for Japanese trucks over the
period of 1nvestlgatlon generally were lower than reported
prices for roughly comparable U S —produced IC forklift
trucks. 48/ That is’ cons1stent with an inference that the
subject 1mports led to decllnlng prices for (depressed prices
of) U.S. produced trucks But there is no clear basis for
inferring this causal link from the trend information
available totus":The correlation of the prices of U.S. and
Japanese trucks is dlsputed by Respondents, and, as noteéed in
the Comm1ss1on S oplnlon, the prlce comparlsons suffer from
dlfferences in the products belng compared _2/ Further, the -
prlces of Japanese trucks generally rose over the perlod of
1nvest1gatlon whlle those of U. S produced trucks declined. 50/
Hence, the relatlon between them is unclear ' Moreover, as
Respondents have arouedf"oiven.that the subject imports have
held a fairly stable share of thé U.S. IC forklift truck

market throughout the period of investigationi,517 it is hard

48/ Report at A-66-67, Tables 30—341,

49/ See Tr. 191; Respondents' Posthearing Brief at 7-8; Views
of the ‘Commission at 27, n.75.

50/ Report at A—66 67, Tables 30 34

51/ Report at A—48 Table 25,
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to trace declines in sales of U;S._trUCks to any trend in
sales of Japaﬁese trucks.i;/

Examining the issue in a framewbrk that does not depend
exclusively on.trend data reveals much more clearly that the
subject imports did, in fact, have-a serious ihpact on the
domestic industry's production and prices. - Among the factors
that determine thé degree;tolwhish the Japanese trucks reduced
prices_fsr or sélés of domestic IC forklifts are the pricing
of the LTFV imports, the‘degree to which consumers view tﬁeAw
LTFV imports and the domestic like-product.as gocod
substitutes, the U,S..market share of the LTFV Japanese
trucks, and the availability of other good substitutes for the
Japanese and domestic trucks; The record of this
investigation contsins conflicting information about these
matters. On balance,'the factual inferences that appear most
in keeping with the evidence before us support the conclusion
that the LTFV sales of subject imports significantiy'
decreased U.S.-demandtfor'domesticallyfproduced IC forklifts.
The LTFV sales substantially lowered the prices of the -
Japanese forklift trﬁcks,i}/ and the dumped,products accounted

for approximately half of apparent IC forklift truck

52/ See Respondents' Posthearing Brief at 6-7.

53/ See discussion, supra, text at note 37.
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consumnption in the U.S.-market.54/ -Given the. existence of
substantial excess capacity in the U.S. and relatively low
cost of its‘inéreased utilization,55/ it seems. apparent that
sales of LTFV imbbrts'Werebsignificantly at:the-exﬁense.of.
sales of U.S.-produced forklift  trucks.

Two facts important to this conclusion, however, are in.,
dispute and careful attention should be.given-fo-the-partiesﬂ .
arguments on these points. First, Respondents argue that the
excess capacity of the domestic U.S..forklift .truck industry
would not have been used but instead.would have;been,alloﬁed
to remain dormant, regardléss of competition from LTFV sales .
of Japanese forklift trucks, in favor of -increased reliance on.
less~costly off-shore production.56/: This argument. is offered
in suppcrt of ‘the assertion that sales ofusubject imports did
not significantly displace' sales of the domestic like product.
Petitionérs take issue with this argument:57/ Second,
Respondents contend that -the Japanese imports and the

domestically-produced‘forklift trucks are not good

54/ Report at A- 68 Table 25

55/ See Report at A—18 USITC Memorandum EC L 143 (May 6,
1988) from Office of Economics at 5-7. : o

56/ Respondents' Prehearing Brief at 7-8; Litan, An Economic
Analysis of Injury Allegations in the ITC's Investigation of
Internal-Combustion Forklift Trucks from Japan at 27-29
(1988) ("Litan Report"). - . S - .

57/ Petitioners' Posthearing Brief at 9.
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substitutes.i&/ This contention is made in sﬁpport of
Respondents' argument that the subject iﬁports neither reduced
sales of the U.S.-produced forkllft trucks nor 51gnlf1cantly
reduced prices of the U S. —produced forkllft trucks. Again,
Petitioners demur to this assertlon.iﬂ/ |

- On the récord before us, I can not éccept thé
Respondents' contentioh respecting the relation of LTFV
imports to utilization of domestic forklift producers'
productive capaéity. Domgstic.producers reported significant
excess capacity during the period of investigation; ranging
erm forty-four percent to fifty—two percent.60/ At the same
time, domestic prodﬁcers took steps to reauce domestic'
capacity and increase domestic brodubtivity.ﬁl/ . Although, as
- Respondents urge, this adjﬁstment in part reflects recognition.
that use of some off-shore broduction‘can reduce production
,costs 62/ the record does not reveal either an 1nexorable
shift of production off shore or ev1dence that the extent and
tlmlng of such ShlftS in domestlc producers' sourcing of

forklift trucks and components was not related to effects of

- 58/ Respondents' Prehéaring Brief at 25; Respondents'
Posthearing Brief at 1-2; Litan Report at 4-6.

59/ Petitioners' Posthearing Brief at 5.
60/ Report at A-18.
61/. See Report at A-19, Table 3; A-25, Table 9.

62/ Litan Report at 27-29; Tr. 153-55.
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competition from LTFV imborts on demand for domestic
producers' fofklifts. Developments in the domestic industry
over the paét éeveral years ihdicate that the industry has,
indeed,-adjustéd domestic production in response to changes in
market conditions. Recently, for example, as the costs of
off-shore production rose relative to costs of U.S. production
and as the priée of Japanese iﬁports increased, Yale shifted
its IC rolling chassis manufactﬁring operations from Japan to
the United Statesﬁ;/-and Clark reversed an earlier decision to
close doWn its Georgetoﬁn, Kentuéky mahufacturing plant.64/
During the 1980s, Hyster and Cétefpillar have continuously
readjusted their.IC trucklift opérations in response to .
changes in demand by shiftihg production‘among their plants in
the U.S. and overseas or by entering into arrangements with
foreign firms to purchase IC forklifts for sale to their
domestié customers.65/ Further. at no time have imports of
forklift ﬁrﬁcks from countries other than Japan accounted for
more than [ * * * ] percent of U.S. forklift ‘apparent
consumption, even in the face of competition from LTFV

imports.66/ 1If, dufing the periodlof investigation, overseas

63/ Report at A?ll.
64/ Id. at A-10.
65/ Id. at A-9-11.

66/ Report at A-15,.Table 2.
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production had so clear an advantage over domestic production
as Respondents argue, the relatively slow, slight, and
tentative response of U.S. producers to that botential source
of cost savings would.at'least cqll for explanation. 'The mofé‘
plausible explanation Qf‘the_faqts before us is that off-shore
production has a cost advantage over domestic'production at
any given time only for some proportion of domestic demandlfor
U.S. forklift producers' products.67/

- Similarly, the present record can not sustain
Respondents' claim that.the LTFV importslunder investigation
do not compete with or significantly affecf the ppice of U.S._
producedlforklift trucks but instead compete only with imporﬁs
from other countries.68/ For one thing, the Respondents'’ |
argument is predicated on the assuﬁption that a given tYpe of
forklift truck --. essentially standardized, smailfenginé, |
light-duty forklift trucks -- are not prodgced domestica;ly;
and are excluded from the domestic like product, the iﬁpact on
which we afe ihvestigating, :Thé record does not support this

assumption.69/ Respondents have accurately described the type

67/ This conclusion also accords with estimates of the
responsiveness of domestic supply to changes in consumer
demand for forklift.trucks, See USITC Memorandum EC-L-143
(May 6, 1988) from Office of Economics at 4-9. ° '

68/ See Respondents' Prehearing Brief at 25; Respondents'
Posthearing Brief at 1-2; Litan Report at 4-6. '

69/ See Views of the>C6mmission on the like product issue.
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of forklift trucks imported from other countries by the
domestic producers, but thié same type of truck also is
produced in the United States.ZQ/ |

In addition, the evidence before us does not reveal
significant mérket separatibn between these types of trucks,
or more generally between Japanese and U.S. produced forklift
trucks,'such that we could conclude that the’ Japanese trucks
neither substituted for nor affected the prices of U.S.-
produced trucks. Most pﬁréhaSers'of IC forklifts agree that
there are no significant physical or performance differences
between cdmparabie domestic and Japanese-produced IC
forklifts; the leadtime in delivery for the two products is
roughly the same; and transportation costs do not play a major
role in purchasing decisions.71l/ Even evidence- introduced by
the Respondents reveals a pfiée'correlation'between the types

of forklifts Respondents attempt to distinguish,lg/ and the

10/ See Respondents' Posthearing Brief at 3; Litan Report at
8; Petitioner's Posthearing Brief at 5-6; Tr. 6-7.

71/ Id. at 12; Report at A-51-52.

72/ Respondents suggested that small-engine forklift trucks
sell at approximately a 15 percent less than larger-engine
forklift trucks of any given lift capacity. Tr. at 183. The
purchasers' responses compiled by the Commission's staff do
not -agree with this information, showing no clear .price
differences according to engine size. Report at A-81. Even
if Respondents' views on this issue were accepted, however,
there would be some basis for an inference that the prices of
these distinct types of forklift are related.
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evidence gathered by the Commission's staff suggests a much
stronger correlation.73/

Thus, the evidence does not compel -the conclusion that
the LTFV imports and domestically produced forklift‘trucks are
identical so far as consumers are concerned so that every sale
of a lower-priced Japanese import could be assumed to have
been at the expense of a sale by domestic producers. Several
facts Suggeét, indeéed, that consumers perceive significant
differences between the Japanese and U.S. produced forklift
“trucks. ‘.For instance, although there was a moderate to large
increase in the reported prices of the LTFV imports during the
" period-under -investigation, this increase was accompanied by a
"feldtively small increasé in the quantity-measured market
share of  the Japanese producers.74/ Further, some domestic
pu}chasers apparently believe that the services provided in

conjunction with the purchase of Japanese IC forklifts are not

13/ Report at A-66-67, Tables 30-34. I am likewise ,
‘unpersuaded by Respondents' argument that the recent trend in
the pricing of Japanese and U.S. produced forklifts in the

U.S. market'-- i.e., the average unit value of the Japanese
product has been rising while the average unit value of the
U.S. product has been falling -- indicates that the two

products are not substitutable. See Respondents' Prehearing
Brief at 23-24; Respondents' Posthearing Brief at 7. This
evidence, standing alone, does not demonstrate that the
Japanese product has not substituted for the U.S. product; as
Petitioners have pointed out, it is also consistent with other
explanations. See Petitioners' Posthearing Brief at 7. '

74/ Report at A-48, Table 25.
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equal to those that U.S. IC forklift producers are able to
provide.15/ In addition, certain IC forklift purchasing
decisions by U.S. consumers are made primarily on the basis of
the purchaser's desire to standardize its fleet or the
vendor's ability to supply equipment meeting the purchaser's
particular specifications, matters as to which U.S. and
Japanese producers may be distinguished.?76/

On balarice;, however, the record supports the conclusion
that there is significant, though not perfect, substitut-
ability between imports and domestic IC forklifts. Together
with the substantial volume of sales at LTFV, the magnitude of
the LTFV price differential, and the existence of additional
"U.s. capacity for forklift production, this evidence indicates
that the LTFV sales caused a significant decline in the demand‘
for domesticélly—produced forklifts, affecting both prices and

sales cf U.S.-produced forklifts.

C. Employment and Investment Effects
- The final inquiry into the effects of LTFV imports on the

domestic industry relates the inferences drawn in the prior
inquiries to the information available regarding the returns

realized by the domestic industry. The questions relevant to

715/ Report at A-52.

16/ Id.
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this inquiry are, given the conclusions reached respecting the
nature of the market for the subject imports and the effect of
the LTFV imports on prices and production in the domestic
industry, to what extent has employment in the domestic
industry declined or become less remunerative as a result of
the LTFV imports, and to what extent have returns on
investment in the domestic industry declined as a result of
the LTFV imports?77/ Title VII specifies a number of factors
that can assist the Commissiop in answering these questions --

actual and potential négative effects on employment and
wages, and actual and potential negative effects on profits,
return on investment, cash flow, ability to raise capital, and
level of investment —-- but the Commission usually must infer
effects from very imperfect data.78/

In this investigation, as in most investigations,
conclusions respecting the change in returns consequent to
LTFV imports can be drawn in part froﬁ the‘factual inferences
discussed above'respecting price and'sales effects. The
,inferenEes from this evidence suggest thatlLTFV importé have
had a material adverse effect on returns tolthe_domestic
industry producing IC foiklifts. For séveral reasoﬂé, the

sales of LTFV imports probably had greater effectvoh the sales

71/ 19 U.S.C. § 1677(B) (iii).

78/ See note 40, supra.
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of U.S.. producers than on the prices of U.S. forklifts. Two
facts particularly suggest this effect: the principal demand
for forklifts in the U.S. is to replace forklifts that are
aging or have become inoperativel9/ and, as discussed above,
the U.S. produced and Japanese imports are only moderately
substitutable one for the other.80/

This suggests that the effect of the imports on the U.S.
industry would be seen most ‘clearly by examining the available
‘data relating to employment in the domestic industry. During
the period covered by the investigation, 81/ the number of
persons . employed in the domestic industry dropped by almost
‘forty percent.82/ The total hours worked by production and

related workers and the wages and total compensation paid to

'79/. Report at A-51; Tr. at 7, 82.
80/ See discussion, supra, text at notes 68-76.

81/ Respondents have asserted that Japanese-produced IC
forklifts became a factor in the U.S. market long before the
period of the investigation and have argued that this alleged
fact means that the subject imports necessarily .can not be
found to have caused any injury that the domestic industry is
now experiencing. See Respondents' Prehearing Brief at 25-26;
Respondents' Posthearing Brief at 6-7. The Commission's task,
however, is not so simple. We must determine whether the LTFV
sales under investigation have caused material injury to the
domestic industry. If they have, we are required to make an.
"affirmative determination —-- irrespective of whether earlier
' sales of the subject product, whether at LTFV or otherwise,.
also caused injury to the industry.

82/ Report at A-25, Table 9.
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such employees decreased bYTSimilar‘percentages.ﬁi/ The
available deﬁa also are consistent with an inference that
returns to investors were materially impaired by LTFV
imports.84/ The domestic industry's shipments of U.S.-
produced IC forklifts, measured in terms of both unit and
‘dollar value, declined substantially during the period covered
by ﬁhe ihvestigationiﬁi/ ’For_its U.S.-produced IC forklift
operations, the domestic industry as a whole incurred siéeable
and increasing operating losses and substantial negative cash
flows throughout that period86/ ‘and the industry's gross
profit margin -- i.e., net sales minus cost of goods sold --
was [ * * * ] in 1987.87/

. Although there are reasons to doubt that the subject
imports were the sole (or even the major) contributing cause
of these patently‘unsatisfactory returns to investors in the
domestic industry, such a finding is not required under Title

VII. All that is necessary to an affirmative disposition of

83/ Id.

84/ That inference is derived from, among other facts, the
evidence. that LTFV imports exerted significant downward
pressure on prices, of U.S.-produced forklift trucks. See -
discussion, supra, text at notes 47-77. o
85/ Report at A-15, Table 2.

86/ Id. at A-33, Table 14.

87/ 1d. . Evidence on ablllty to ralse capltal is not clearly
presented in the present record
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the petition is a finding that the LTFV imports materially
injured the domestic industry.88/ .The record before us

supports that conclusion.

Iv. ”1ion'.
For the reasons stated.above, I conclude that the
domestic IC,forkliﬁt truck industry was materially injured by

LTFV. imports from Japan. .

88/ Accordlngly, even 1f one . were to conclude, as Respondents
suggest, that there were ‘other major contributing factors in
the decline in production ard employment experienced by the
domestic industry -- such as an effort by the industry to
rationalize production, wholly divorced from the impact of
LTFV imports  (see Respondents' Prehearing Brief at 17-18;
Respondents' Posthearing Brief at 5-6) -- this would not
necessarily be relevant. Such evidence would become - .
significant only insofar as it established that these other
factors caused all or nearly all the adverse effects
experienced by the domestic industry.
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VIEWS OF CHAIRMAN LIEBELER, VICE CHAIRMAN BRUMNSDALE
‘COMMISSIONERS SEELEY G. LODWICK, DAVID B. ROHR
AND RONALD A. CASS
' ON CRITICAL ' CIRCUMSTANCES
Oon April 15,.1988, the Department of Commerce determined thai critical
circumstances exist with regard to the subject imports from Japan of two
companies: Nissan Industrial Equipment Co. ("Nissan") and Toyo Umpanki
Forklift Trucks ("TCM") 1/ Given an affirmative finding in a final
investigation, the Commission is required to determine whether "the material
injury is by reason of massive imports to an extent that, in order to prevent
such material injury from recurring, it is necessary to impose [antidumping
duties) retroactiveiy on these imports."” 2/

We apply the cfitical circumstances provision of the statute in the

manner provided by the Court of International Trade (the "CIT") in ICC

Industries, Inc. v. United States, 632 F. Supp 35 (CIT 1986), and subsequently

1/ 52 Fed. Reg. 12552 (Apr. 15, 1988). Section 735(a)(3) requires Commerce:
to make a final determination with respect to critical circumstances if .-
its final LTFV determination is affirmative. 19 U.S.C. § 16734(a)(3).
‘The statute requires Commerce to determine whether:

(A)(i) there is a history of dumping in the United States or
elsewhere of the class or kind of merchandise which is the subject
of the investigation, or’

(ii) the person by whom, or for whose account, the merchandise
was imported knew or should have known that the exporter was selling
the merchandise which is the subJect of the 1nvestlgat1on at less
than fair value; and

"(B) there have been massive imports of the class or kind of
merchandise which is the subJect of the investigation over a
relat1ve1y short per1od

2/ 19 U.s.Cc. § 1673d(b)(4)(A).
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affirmed by the U.S. Court of Appeals for the Federal Circuit. 3/ The CIT

stated that:

Massive imports. which arrive during the investigation.and are
found by the Commerce Department to have a history of dumping
or to be knowingly bought at less than fair value do not have
to be the subject of a separate injury analysis. Their
injurious effect, coming on top of previous importations found
to be injurious, may be easily and legitimately inferred. As
to them, the requirement of additional findings is not meant to
complicate the Commission's analysis of. causation, but merely
to require the Commission to determine whether the extent of
massive imports will carry the injury already found to have _
occurred, beyond its normal duration unless retroactive duties

are imposed. 4/

An affirmative critical circumstances determination is a finding that, in

the absence of retroactive relief, the massive imports that occurred after the

case was filed but before Commerce made its preliminary determination will

prolong, or cause a recurrence of, material injury to the domestic

5/ . . ~ . . .
industry. = The purpose: of the provision is to provide relief from massive

ICC Industries v. United States, 812 F.2d 694 (Fed. Cir. 1987).

ICC Industries v. United States, 632 F. Supp. at 41. 1In affirming the
Commission's critical circumstances determination, the CIT d4id not
discuss the factors other than the volume of imports--e.g., margins of
underselling--that the Commission might use to analyze whether
retroactive dumping duties will prevent continuing or_récubring material
injury. The Court also did not discuss the other factors that were
specifically addressed by the Commlss1on s 0p1n10n and Additional Views
in Potassium Permanganate from The People's Republic of Chxna, Inv No.
731- TA—125 (F), USITC Pub. No. 2480 (Jan. 1984).

ICC Industrles ' Unlted States. 632 F. Supp. at 40.  In ICC Industries,
the court said: o
In the opinion of the Court, where a finding has been made that
imports priced at less than fair value are being knowingly entered
in massive quantities during an investigation, the ITC is not
required by law or considerations of fairness to isolate the massive
(Footnote continued on next page)
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imports that occur immediately before the suspension of liquidation and to
Jeter importers from attempting to circumvent the antidumping laws by making
massive shipments immediately after an antidumping petition has been

filed. &/

Commerce made its affirmative critical circumstances determination with
regard to two specific companies, Nissan and TCM. This raises the question as
to whether the Commission should make a critical circumstances injury
determination on each company's imports separately or on their combined
imports. Although Commerce has made its determination on each importer
separately, the statute regarding the Commission's determination speaks in
terms of aggregate imports and total import volumes. 1/ The Commission's
precedents regarding critical circumstances, though nonbinding, clearly

support analyzing the combined imports as to which Commerce has made an

affirmative determination. 8/ We therefore find that it is appropriate to

(Footnote continued from previous page)
quantities and make them the separate subject of an injury
determination. In those circumstances it is sufficient if the ITC
concentrates on the capacity of these massive imports to render
ineffectual the normal imposition of duties (prospective from the
date of publication of the preliminary determination) and thereby
bring about a recurrence of the material injury primarily caused by
normal levels of importation.

6/ See H.R. Rep. No. 317, 96th Cong., 1lst Sess. 63 (1979).

1/ 19 U.S.C. § 1673d(b)(4)(A). ee also 19 U.S.C. § 1677(7)(C)(1).

8/ See, e.g., Top-of-the-Stove Stainless Steel Cooking Ware from Korea and
Taiwan, Inv. Nos. 731-TA-304 and 305, USITC Pub. No. 1936 at 15 (Jan.
1987); Tapered Roller Bearings and Parts Thereof and Certain Housings
Incorporating Tapered Rollers from Italy and Yugoslavia, Inv. Nos.
731-TA-342 and 346, USITC Pub, No. 1999 (Aug. 1987).
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examine the cambined imports, inventofy levels, and other information relating
to the iwo compaﬂies as to which Commerce made its affirmative determination.

In order to'detéfﬁihe whether an affirmative critical ¢circumstances
determina}ion as to those companies is justified in this case, we examined the
combined voluﬁe of imports entering the United States and the level of
imporiers' inventorieé for two periods: May through September 1987 (the period
from the initiation of'the investigation to the ofigiﬁallY—scheduled
preliminary.éffirmative éeterminéﬁion by Commerée);'gl and May through
November 1987 (the périod'from the initiation of the inﬁest;gation to the
preliminary éffirﬁati&e determination by Commerce). The available data
establisﬁ ghag-cbmbineddimports for the two companies increased somewhat
during both:the Hay éhrougﬁ September and May through November periodé in
1987,‘over'thérébmparable periods in 1986. ‘Imports from the two companies
increased.;omewhat dﬁring the May through September aﬁd Hay through November
periods in 1987 also when compared with the immediately preceding five or
seven month periods.

waever,falthough import volume was,slight;y highér during the period,
this in;réase‘;as.n;£ cOmplétely inconsistént‘with'hiéforicai levéls and may
be exﬁiained by an-increase iq‘domestic apparéntféonsuﬁptioh that occurred
betw;en 1986 aﬁd i98f} Iﬁ aédition, inventories fof‘tbe two companies
actually declined when compared,with‘inventbry levels during 1986.

Thus, in light of the available data, Qe find that the two companies'

imports during the releyant'period in 1987 will not prolong or cause a

9/ Commerce deiayed its preliminary determination twice at the request of
petitioners. See 52 Fed. Reg. 34399 (Sept. 11, 1987); 52 Fed. Reg.
38113 (Oct. 14, 1987); 52 Fed. Reg. 45003-4 (Nov. 24, 1987).
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recurrence of material injury to the domestic industry. Thus, we reach a
negative determination as to critical circumstances with respect to Nissan and

TCM.
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DISSENTING VIEWS OF ‘COMMISSIONER ECKES

~ ON CRITICALACIRCUMSTANCES

I respectfully disagree with my colleagues' negetive
determlnatlon on the questlon of cr1t1ca1 circumstances
regarding 1mports of IC forkllft trucks from lesan Industr1a1
Equipment Company. In my view there is clear ev1dence of
action by Nissan to circumvent the'trade laws of the United
States and enter large quantltles of imports in ant1c1patlon of
the Department of cOmmerce = prellmlnary afflrmatlve
determination and suspension of liquidation.

The Department of Commerce's affirmative finding in this
investigation indicates that Commerce has found "massive"
imports of IC forklifts over a six-month period (May through
October, 1987) when compared with the previous six-month
period. Therefore the Commission is mandated by statute to
make a finding as part of its final determination:

...as to whether the material injury is by reason of

massive imports described in subsection (a)(3) of this

section to an extent that, in order to prevent such-
material injury from recurring, it is necessary to impose
the duty imposed by section (731) retroactively on those:

imports. 1/

The leglslatlve hlstory to this sectlon of the statute states:

The provision is de51gned to provide prompt re11ef to

domestic industries from large volumes of, or a surge over

a short period of, imports and to deter exporters (emphasis
added) whose merchandise.is subject to an investigation

1/ 19 U.S.C. 1673d (b) (4)"(A).
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from circumventing the intent of the law by increasing

their imports to the United States during the period

between initiation.of an investigation and a .preliminary

determination by the Authority (Commerce) 2/

Thus a COmm1551on s affirmative determinatlon, resulting in
the imposition of retroactive duties, is intended to have two
functions: (1) preventing the prolongation or recurrence of
material injury'to theiindustry; and.(Z) deterring |
01rcumventlon in 51milar cases in the future. .

The Court of International Trade (1n an opinlon
subsequently affirmed by the U.S. Court of Appeals for the
Federal Cirouit) further clarified that the Comﬂission was not
to‘make a'separate'injury‘Hetermination for critical
circumstances, but nereiy n,..determine whether the extent of
the massive imports will carry-the injury already found-to have
" occurred heyondtits normaluduration'uniess retroactive duties
are 1mposed " g/ o | . o

In this 1nvestlgation, cOmmerce found critical
c1rcumstances for the 1mports of only two Japanese companies,

Nissan and TCM.' Therefore the 1mport levels that cOmmerce

found to be "mass1ve" were large in relation to prev1ous levels

for those two companies rather than in relation to previous
total Japanese import levels.. ' | "

The time periodsﬂComnercejseieots-for'import:VOlume,b‘
oomparisons differ from the periods normally focused on by.this
Commissioner. Because the'denand forvbarticular products may
be seasonal;hi emphasize;éonparisons'offthe.importﬁvolume in

2/ H.R. No. 317, 96th Cong., 1St Sess. 63 (1979)
3/ ICC Industries v. United States, 632 F. Supp. 35, 41
(C.I.T. 1986), aff'd 812 F.2d. 694 (Eed. Qir¢.1987).
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the months. between the fiiinguof a case. and the Commerce
preliminary~decision'witbgthe volume during the correspondingﬁ
time period in. the previous year. . o e,

For this particular investigation, I examined monthly
import volumes from May.through September 1987 compared with.
the corresponding monthé-in 1986. The petition was filed at
the end of April, 1987, and the original.date for the Commerce .
preliminary;determination1was_September_29,.1987. .The two
subsequent extensions of this Commerce deadline were requesteg-,
by the petitioner. Since the respondents had no reason to
predict an extension, I would expect any shipment increases in
anticipation of the Commerce decision to take place before
October.

The shipment and inventory data.- for Nissan and TCM are
confidential. Examination 6f;these data, however, reveals a
marked difference in the pattern of shipments for Nissan and
TCM. Nissan's shipments,rpse very sha:ply during May -
September 1987 gbmpared.to the corresponding period in 1986, .
whereas the same comparison for TCM indicates only a.-slight
increasé,.v- o

Respondents point to the'riSe.in.dqmestic consumption of.
standard IC forklift trucks during 1987 as the reason for
increased sﬁipments. Howevér, the consumption increase for the
year was only 4 percent, and imports from Nissan increased
during the compérison period by many times that percentage.
Nissan shipmepts»iq'June,_quly, and August 1987 were very

nearly double the total for those three months in 1986.
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Nissan could not estimate precisely at the time the
investigation was filed how large Commerce's dumpifig margins
might be, but the firm must have been aware that’the margins
and probable duties could be substantial. Duties of 40 - 50
percent on relatively expensive items like forklift trucks
would amount to millions of ‘dollars for Nissan. - Raising prices
by anything approachihg that level would make future sales in
the United States very difficult. Nissan had every incentive
to move merchandise inhto the U.S. market as quickly as possible
before the Commerce preliminary decision.

Responidents ‘point out. that inventory levels at the end of
1987 were lower than at the end of the previous year. - However,
there are ways to prolong injury to the domestic industry other
than creating bloated inventory levels. The surge in Nissan
imports in the summer of 1987 helped to decrease the market
share of the dbmestic'industry for that year. - And because of - -
the nature of the product in this case, the surge also will act
to decrease domestic sales in the near future. We know that
the primary component of demand for IC forklifts ‘is the
replacement of old IC forklifts. As forklifts are durable and’
are expensive, "purchasers buy forklifts infrequently anhd ‘are
not likéiy'tb purchase different brands of the same type in a
givén'jear."'g/ " Thus the large increase in 1987 Nissan imports’
will act to continue material injury to the domestic industry

even after antidumping duties are imposed.

4/ Report at a-51.
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Unfortunately, imposing duties retroactively on Nissan's'
imports entering 90 days before Commerce's preliminary
- determination would only partially redress this injury to the
domestic industry. The import surge was most evident in the
summer of 1987 and the postponed Commerce decision occurred in
"late November. However, as I have noted, there also is a
punitive aspect to ruling affirmatively on critical
circumstances.

“The Commission rarely is required to make a critical
circumstances determination. It is particularly unusual to be
asked to rule on the actions of specific firms. However, if
the provision for a critical circumstances determination in the
trade statutes is to act as any deterrent to circumvention of
‘antidumping law, the Commission must not hesitate to rule
affirmatively when a pattern of imports indicates intention to
circumvent. I find such a pattern in Nissan's imports during
May - September 1987, and believe that the impositioh of
retfoéctive duties would help to defer circumvention by foreign-

producers in the future.






INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Following a preliminary determination by the U.S. Department of Commerce
that imports of certain internal combustion engine forklift trucks 1/ from
Japan are likely to be sold in the United States at less than fair value
(LTFV), the U.S. International Trade Commission, effective November 24, 1987,
instituted investigation No. 731-TA-377 (Final) under section 735(b) of the
Tariff Act of 1930 (19 U.S.C. §1673d(b)) to determine. whether an industry in
the United States is materially injured or threatened with material injury by
reason of imports of such merchandise. Notice of the institution of the
Commission's final investigation, and of the public hearing to be held in
connection therewith, was given by posting copies of the notice in the Office
of the Secretary, U.S. International Trade Commission, Washington, DC, and by .
publishing the notice in the Federal Register on December 23, 1987 (52 FR
48582). The hearing was held in Washington, DC, on April 13, 1988. 2/

Commerce's final LTFV determinations were published on April 15, 1988 (53
FR 12552). 3/ The Commission voted on this investigation on May 10, 1988, and.
is scheduled to notify Commerce of its determination on May 31, 1988,

Background

This investigation results from a petition filed by Hyster Co. (Hyster)
of Portland, OR, a U.S. producer of internal combustion engine forklift
trucks; the Independent Lift Truck Builders Union; the International
Association of Machinists & Aerospace Workers; the International Union; Allied
Industrial Workers of America .(AFL-CIO); and the United Shop & Service
Employees, on April 22, 1987, alleging that an industry in the United States
is materially injuréd or threatened with material injury by reason of LTFV
imports of certain intermal combustion engine forklift trucks from Japan. In
response to that petition the Commission instituted investigation No.
731-TA-377 (Preliminary) under section 733 of the Tariff Act of 1930 (19
U.S.C § 1673b(a)) and, on June 8, 1987, determined that there was a reasonable
indication of such material injury (52 FR 23725, June 24, 1987). .

1/ The products subject to Commerce's final ruling are internal combustion
engine forklift trucks, with lifting capacity of 2,000 to 15,000 pounds,
provided for in item 692.40 of the Tariff Schedules of the United States. For
purposes of this investigation, 'internal combustion engine forklift trucks"
include both assembled, not assembled, and less than complete, finished and
not finished, operator-riding forklift trucks powered by gasoline, propane, or
diesel fuel internal combustion engines of off-the-highway types used in
factories, warehouses, or transportation terminals for short-distance
transport, towing, or handling of articles. "Less than complete" forklift _
trucks are defined as imports that -include a frame by itself or a frame
assembled with one or more component parts. All such trucks produced in Japan
during a calendar year that is less than 3 years prior to the year of entry
into the United States are covered by this ruling.

2/ Copies of cited Federal Register notices are presented in app A; a list of
witnesses appearing at the Commission's hearing is presented in app. B.

3/ Commerce extended the date for its final determination in response to a
request by respondents, pursuant to section 735(a)(2)(A) of the act.
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Commerce initially scheduled its preliminary LTFV determination for
September 29, 1987. - Commerce twice postponed this determination, acceding to
‘requests for postponement by petitioners on August 21, 1987, and again on
October 2, 1987.

Previous Commission Investigations

On June 5, 1987, Yale Materials Handling Corporation (Yale) filed a

. petition under section 201 of the Trade Act of 1974 seeking relief in the form
of increased duties on imports of operator-riding, electric and internal
combustion powered industrial forklift trucks with a lifting capacity between
2,000 and 15,000 pounds. On July 1, 1987, the Commission rejected the
petition as not providing a sufficient basis for determining that petitioner
and other U.S. producers supporting the petition were "representative of an
industry™ within the meaning of section 201(a)(l) of the Trade Act.

‘Following the consideration of Yale's 201 petition, on July 20, 1987, the
Commission instituted a preliminary investigation under section 603(a) of the
Trade Act for the purpose of gathering additional information relevant to the

. question of whether the firms supporting the petition are "representative" of

an industrcy. On November 23, 1987, the Commission concluded that the
supporting firms would have standing to file a petition for an investigation
of the scope proposed in the petition that was filed on June 5, 1987 (52 FR
45390, Nov. 27, 1987). Yale has not refiled * * %, 1/

In June 1986, the Commission completed an escape clause investigation
concerning a product related to and used on forklift trucks, steel fork arms
(inv. No. TA-201-60). As a result of the investigation, the Commission
unanimously determined that imports of steel fork arms were not causing
~serious injury, or the threat thereof, to the domestic steel fork arm industry.

The Product

The imported products from Japan that are the subject of this
investigation are internal combustion engine forklift trucks, with lifting
capacity of 2,000 to 15,000 pounds (hereafter referred to as standard-lift
ICs) including assembled, not assembled, and less than complete trucks,
finished and not finished, operator-riding forklift trucks powered by
gasoline, propane, or diesel internal combustion engines. Commerce defined
less than complete forklift trucks as imports that include a frame or a frame
assembled with one or more component parts. Commerce first stated in its
notice of initiation appearing in the Federal Register on May 18, 1987
. (52 FR 18588), the following:

"“...the frame by itself is the identifying feature and principal
component part of the product, and is solely dedicated for the
manufacture of a complete internal combustion, industrial forklift
truck."”

1/ * *x X,



Commerce used this definition throughout its investigation and subsequently
identified the unfairly traded imports from Japan by the frame in its
preliminary and final LTFV determinations. Petitioners agreed and respondents
never disputed Commerce's identification of the subject forklifts by the
frame. 1/

Since the subject imports from Japan are identified by the frame, the
Commission used the frame as the feature to identify country of origin for
purposes of compiling information in its investigation. Using the frame to
determine country..of origin, as the Commerce Department did to identify the
product from Japan under investigation, affords consistency in the .
Commission's examination of the effect the unfairly traded imports had on the
U.S. industry. 2/

Description and uses

Forklift trucks and similar industrial vehicles are self-propelled work
trucks with platforms that can be raised and lowered for insertion under a
load to be lifted or transported. Forklift trucks are used for general
material handling, stacking and retrieving, and for light-duty applications in
such places as small warehouses.

Forklift trucks are typically powered by gasoline, diesel, or propane
engines, or by an electric motor. The elevation of the platforms is provided
by a hydraulic system. Internal combustion-engine trucks (ICs), which utilize
gasoline, diesel fuel, or propane, are normally used in outdoor and/or
well-ventilated indoor operations. Additionally, ICs are used when contiuous
operation is important or when ramps or other heavy-duty applications come
into play. Electrically powered forklifts are generally not suited for
outdoor operations because of their lower material-handling efficiency; they
are usually used indoors where internal combustion engines would not be used
due to their emission of exhaust fumes. Electric forklifts are powered by
batteries, which also serve as a significant part of the counterweight systen
for the unit. .

1/ Telephone conversation with Gary Taverman, superv1sor for Commerce's
antidumping investigation, Apr. 12, 1988. -

2/ Whereas the frame is not the most valuable component of ‘a forklift truck,
it is a component designed for and used exclusively in a forklift and it
identifies the type of power to be used (IC or electric), the size, type
(counterbalanced, reach, sitdown, standup, etc.), and approximate lift
capacity of the forklift truck. Respondents have argued throughout this final
investigation that the Commission should define U.S.-produced forklifts as
only those trucks that have some level of value added in the United States (35
percent. was suggested in respondent's prehearing submission). At the hearing,
when respondents' economic witness was asked to comment on this debate
concerning product definition he stated, "... I think as a matter of just
economic logic, you ought to use the same approach to defining the American .
and Japanese trucks...It just seems anomalous to define the two trucks ’
differently." See transcript at pp. 259 and 260.



Information was collected on four "classes" of forklifts as defined by
the irndustry and its trade association (Industrial Truck Association).
Descriptions of these four classes follow:

Class 1. Electric Motor Rider Trucks--This class includes
electric-motor-driven trucks that have counterbalanced lifts.
Power sources are from batteries or motor generator units.

High and low lift platform trucks are included. Trucks in this
class include three types--counterbalanced rider type, standup,
and sitdown; and three-wheel electric, sitdown.

Class 2. Electric Motor Narrow Aisle Trucks--This class
includes motor-driven rider-type trucks (usually standup) that
are designed to have the load carried over the wheels, i.e. not
counterbalanced. These trucks are designed to operate in
aisles 5-10 feet wide and offer the same characteristics as
other electrically operated trucks. This class contains many
different types of trucks, including high-lift straddle,
order pickers, reach-type outrigger, sideloaders, turret

. trucks, stock pickers, etc.

Class 4. IC Engine Trucks (cushion tires only)--This
class includes rider (sitdown) trucks, of counterbalanced lift
types. The engines are powered by gasoline, diesel, or LPG
fuel. This is the only truck type included in this class.

Class 5. IC Engine Trucks (pneumatic tires only)--This
class includes rider (sitdown) trucks of counterbalanced lift
types. The engines are powered by gasoline, diesel, or LPG
fuel. This is the only truck type included in this class.

According to industry sources and purchasers, the end use for which a
truck is intended is a major consideration in whether an IC or electric
forklift truck is selected. 1/ Among the reported considerations are the fact
that the batteries in electric trucks must periodically be recharged, thus
taking the unit out of service or necessitating the need for additional
batteries and a certain amount of "down time'" while the batteries are being
changed. Hence, if heavy-duty usage is desired (i.e., 3 shifts a day, 6 to 7
days a week, or long traveling distances in warehouses and storage areas, or

1/ On June 12, 1987, Clark Material Systems Technology Company requested that
Commerce expand the scope of its LTFV investigation to include electric
forklift trucks. On July 24, 1987, Commerce informed Clark that, on the basis
of examination of physical differences and the expectations of the end users
of electric forklifts, they find them to.be a different class or kind than the
internal combustion engine forklifts under investigation. 1In its posthearing
brief, Clark maintains that the Commission's "like product" definition should
include both counterbalanced electric forklifts and standard-lift ICs.
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up numerous ramps), the IC forklift truck would be the more likely choice.
Additionally, if electric trucks are used OSHA rules require a separate area :
for charging and changlng the batteries, as well as a washing station in case
of accidents with the acid conta1ned 1n the batterles 1/

When the intended tasks for the lift truck permit the use of either IC or -
electric trucks, capital budgeting considerations could determine the ultimate
choice. The initial cost of an electrically powered lift truck can be
considerably higher than that of an IC truck with a similar 1lift capacity,
once the cost of the extra batteries and 1echarger are included. 1In the long
run the electric truck 15, reportedly, mote cost efficient due to its lower
maintenance expenses. If an end user’ budget for cap1ta1 expenditures is
restricted, the end user may opt for the IC truck and 1ncu1 the added
maintenance expenses. 2/ ‘

Operator-riding (rider) lift trucks are used to reduce operator fatigue
in demanding, heavy-duty or high-volume applications involving a significant
amount of stacking or relatively long ‘travel distances. ' Basic types of rider
trucks include counterbalanced; narrow aisle, sideloader, orderpicker, and
turret. The counterbalanced rider truck is the most widely used model for
general industrial duty. Narrow aislé trucks are used in warehouses that have
been designed to use ‘less floor space by stacking product vertically along
aisles 5 to 10 feet wide. Sideloadeéers are four-wheeled vehicles used for
transporting and stacking long, bulky, difficult-to-handle items. As the name
implies, a sideloader truck loads and carries from the s1de Orderpicking
trucks are used for assembling small quantities of items for use in plant
operations or for shipping orders. This truck is basically a narrow aisle -
truck with an operator's platform on the forks. The operator rides up w1th
the forks, regulating speed and elevation with onboard controls. Turret
trucks have high-1ift capacity and some type of rotating fork that permits
stacking at right angles to the forward direction of the truck.

Lift capacities for IC forklift trucks range from 2,000 through 120,000
pounds. Over 90 percent of IC fOlkllft ‘production in the United States
consists of trucks w1th a 11ft1ng capac1ty of 2,000-15,000 pounds. Electrlc
forklifts have a much more 11m1ted 11ft capac1ty range of 2, 000 to 12, 000
pounds. 3/

Manufacturing process 4/

There are two basic¢ fabrication processes involved in the productlon ‘of
IC forklifts before assembly--the production of the frame and the production
of the mast. A forklift truck frame is produced from steel plate that is cut
“to the desired shape, washed, dried, and cleaned further by passing it through
a machine that cleans it of any residual slag from the cut. The piece of cut
steel is thenAtreated with a rustproofing solution and dried. The steel ‘plate
is generally three-eighths of an inch in thickness, though at some points on

1/ % * X,

2/ * % x_. Respondents agree with petitioner that electrically powered
forklifts should not be included in the Commission's “"like product"
definition. See hearing transcript at p. 230, Messrs. Macrory and Litan.

3/ Information p10V1ded in Comm1551on quest1onnalres
4/***



the finished frame this thickpess is either augmented or diminished.
Individual pieces are then formed to shape by bending. These pieces are then
welded to each other to form the frame. Finished frames are again cleaned by
passing them through a machine to remove any excess welding bead. A primer
coat of paint is then sprayed on.

The production process for the mast, or upright, of a forklift truck is
similar to that of the body. Channel steel, as opposed to steel plate, is cut
to length, washed, dried, and passed through a cleaning machine. Pieces, that
have been cut from steel plate, are welded to this length, two channels are
welded with cross-pieces, and the whole assembly is washed, dried, and
cleaned. It is then treated with a rustproofing solution, and a primer coat
of paint is sprayed on by hand. The finished piece represents the outer rails
of the upright. Inner rails are produced by cutting channel steel to length,
cleaning and painting them in a separate line. The inner and outer rails are
then mated, with the number of inner rails determined by the desired extension
. range of the upright. There can be four kinds of uprights: standard,

. free-1ift (where the forks can be raised to the maximum height of the upright
without extending the upright), three-stage, and four-stage. Sprockets and

. chain are added as are hydraulic cylinders. These components are added to
provide lifting capacity for the uprights. The finished upright is taken from
the production line and stored until it is needed on the truck assembly line.

. When the frame is completed, it is taken to a separate production line,
where the truck's engine/transmission combination is mated to the frame.

Drive and steering axles are then fitted. The hydraulic system (hoses, pump,

' reservoir, controls) is added, as are the engine and steering controls. When
all of the truck's motive and control systems have been installed, the upright
is added, along with the counterweight. Figure 1 illustrates an assembled IC
fork-1lift truck and the major components and nomenclature associated with the
product.

The truck is then tested by running the engine and operating the
hydraulic controls. This simple test is to check for fluid leaks. Next, the
truck is tested for lift capacity and for the range of upright tilt. When the
testing is completed, and no fault is detected, the truck is taken to an area
for customer-specified options, such as side loader or extended reach
capabilities. When all customer-specified options have been installed, the
final coat of paint is sprayed on. 4

Standard-1ift 1ICs (forklifts with a lift capacity of 2,000-15,000 pounds)
are produced primarily on assembly lines and are designed for general
industrial use. In contrast, IC forklifts with lift capacity over 15,000
pounds (heavy-lift ICs) are built to a customer's specifications and are sold
" to industries that require the truck to lift heavy loads, and often operate
. over uneven surfaces. The steel, timber, and stevedoring industries are
" purchasers of heavy-lift ICs. Due to the customized nature of these trucks,
they are produced one truck at a time in separate areas, called "bays." Both
electric and standard-lift ICs are at times bay built if the number needed
does not justify use of the assembly line. Heavy-lift 1Cs use componentry
designed for heavy-duty over-the-road trucks, whereas the standard-1ift ICs
use many automotive components.

While certain aspects of the production process for internal combustion
- engine and electrically powered forklift trucks are similar, they are not
produced on the same assembly line by any of the major U.S. or Japanese
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producers. Similarly, the production workers require different training and
certain of their skills are different. U.S. producers find they enjoy higher
labor productivity and fewer product defects when the workers become expert on
IC or electric forklift production. 1/ The piecés cut for an internal
combustion truck differ from those required for an electric truck due to the
unique operational necessitidés of each. The electric truck's frame, when
completed, weighs approxinately 1,200 pounds and is designed to accommodate a
battery weighing between 2,000 and 4,000 pounds. In contrast; the frame for
the internal combustion engine truck weighs approximately 900 pounds, and
supports an engine/transmission weight of approximately 1,600 pounds and a
large counterweight, the weight of which depends on the lift capacity of the
truck.

U.S. tariff treatment

Imports of internal combustion engine fork-1lift trucks are classified in
item 692.40 of the Tariff Schedules of the United States. Effective
January 1, 1987, such imports (other than from enumerated Communist countries)
enter the United States free of duty. During the period covered by this
investigation, imports of these fork-lift trucks from most-favored-nation:
sources (including Japan) were subject to the following ad valorem rates of
duty: 1.1 percent in 1985 and 0.6 percent in 1986.

Nature and Extent of Sales at LTFV

Oon April 15, 1988, the Department of Commerce published its final
determination that the subject forklifts from Japan are being, or are likely
to be, sold at less than fair value. The estimated weighted-average margins
were calculated separately for each foreign producer by comparing the United
States price with the foreign market value. Kasagi, a gray-market exporter,
did not respond to Commerce's questionnaire and was therefore assigned the
highest rate alleged in the petition. The period of investigation covered the
6 months from August 1, 1986, through January 31, 1987. The final LTFV
margins are as follows:

Toyota Motor Corp........... e e e . 17.29
Nissan Motor Co., Ltd...........c..00 51.33
Komatsu Forklift Co., Ltd............ 47.73
Sumitomo-Yale......ivieieieionennenns 51.33
Toyo Umpanki Co., Ltd (TCM)..... PR 51.33
Sanki Industrial Co., Ltd 1/......... 13.65
Kasagi Forklift, Inc 1/.............. 56.81

All Oothers.. ...t vttt eeennneneeonos 39.50

1/ This firm resells Japanese forklifts to the United States.

1/ % % %, Hyster reported that all assembly line workers are classified as
"SD Assemblers.” During a layoff, those jobs that remain jobs would be filled
by assembly line workers with the most senority, regardless of which type of
truck they produced before the layoff. A worker filling a job on a different
production line would need to undergo additional training. See Hyster's
posthearing brief, p. 36.



Commerce has also determined that critical circumstances exist with
respect to the subject imports from Nissan and Toyo Umpanki. In making this
determination, Commerce found that there-is a reasonable basis to believe that
imports have been massive over a relatively short time period and, since these
two companies sell in the United States through related companies, the related
U.S. importers from Nissan and Toyo Umpanki knew that the forklifts were being ':
sold at less than fair value. The affirmative critical circumstances ruling
directs Customs to suspend liquidation of those affected impoxtb for the
period 90 days prior to the date of publication of Commerce's preliminary
determination in the Federal Register. Conmerce's preliminary notice was
published on November 24, 1987; accordingly, those suppliers affected by the
critical circumstances ruling are bubJect to the LTFV penaltleb retroactive to
August 26, 1987.

U, S.'Producers 1/

Currently, there are elght U.S. producers 2/ known to produce IC
forklifts, with three (* * %) accounting for more than 95 percent of 1987 U S
production in the 2,000-15,000 pound lift category. These:" three firms, as’
well as X X X, also produce IC forklifts with a lifting capacity over 15,000
pounds. Table 1 summarizes U.S. producers and their shares of U.S. production
in 1984 and in 1987. Since 1983, a number of domestic producers have either
ceased or downsized their domestic operations. Whereas some have gotten out
of the business, most have begun ‘sourcing offshore or have announced plans to
do so in the near future. "Seven of the current domestic producers responding
to the Commission's questionnaires import IC forklifts. Only * * %,
accounting for * X * percent of U.S. ‘production in: 1987, does not import.
Three producers (AC Materials Handling, Taylor, and Yale) now import from
Japan. Whereas most of these producers also produce electric ‘forklifts, firms
such as Crown Controls Corporation specialize in producing a wide range of
electrically powered forklifts. A discussion of U.S. producers of IC
forklifts and electrlc forklifts follows.

Table 1 ) .
IC forkliftsy w1th a lifting capacity of 2,000-15,000 pounds: U.S. producers’'
share of 1984 and 1987 U.S. production, and source of imports

Hyster Company (Hyster).. The petitioner accounted for about **X percent
of U.S. production of IC forklifts in the 2,000-15,000 lift' category in 1987.
Hyster currently produces frames and assembles standard-lift ICs at its
Danville, IL, and Berea, KY, facilities from component parts, some of which

1/ The following firms have not responded to the Commission's questionnaire:
* % %, These firms produce only electrically powered trucks.

2/ All firms that design and produce frames also produce a complete forklift
truck. Telephone conveﬁsgtions with representatives of * % X,
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are manufactured by Hyster Co., in its Sulligent, AL, plant. Hyster also
produces electric forklifts (counterbalanced and narrow aisle) on separate
production lines at Danville and Berea. Heavy-lift ICs and other low-volume
trucks are bay built.

Hyster closed its Portland, OR, plant in January 1984 and consolidated
production in its Danville, Berea, Sulligent, and Crawfordsville, IN, plants.
Hyster subsequently closed its Crawfordsville plant in May 1986. Hyster also
has IC forklift truck production facilities in Northern Ireland, Scotland,
Australia, Brazil, and the Netherlands. Since the early 1980s, Hyster has
increased its imports from its facilities in Scotland and Northern Ireland,
and it has rationalized its U.S. and U.K. production in the past two years.
Hyster ‘indicated its 1985 and 1986 decisions to shift the sourcing of a number
of series of IC forklifts from its U.S. facilities to its plant in Scotland
were "because of competition from imported Japanese forklifts." Production in
Australia is for the Australian market only; and production in Brazil serves
the Brazilian and other Latin American markets. Hyster reports that truck
production at a plant formerly operated in Canada will now be at its U.S. and

‘European facilities, and the recent closure of the Dublin, Ireland plant will

shift its production of class 2 trucks to U.S. operations. According to
Hyster, they have no plans to move any current U.S. production to offshore
facilities.

Hyster imports only from its own facilities overseas. Hyster's U.S.
physical plant is approximately equal in square feet to that which it
maintains overseas. As a tresult of efficiencies gained through restructuring
certain operations, Hyster projects a slight decline by 1988 in the size of
its plants operating both here and overseas.

Clark Equipment Co. (Clark). Clark accounted for * * * percent of
standard-1ift IC production in 1987. Presently, Clark manufactures both IC
and electric-powered forklifts having a lift capacity from 2,000 to 10,000
pounds in the Lexington, KY, area. Clark manufactures IC forklifts having a
lift capacity of over 10,000 pounds at Asheville, NC, in a joint venture with
AB Volvo of Sweden in which both companies merged their production
operations. In February 1986, the company announced that it would close the
Georgetown, KY, and Battle Creek, MI, plants over a two year period. The
Battle Creek plant was closed during the last half of 1987; Clark no longer
plans to close Georgetown. 1/ In August 1986, Clark formalized an agreement
with Samsung Heavy Industries (SHI), a member of the Samsung Group of the

.Republic of Korea (Korea). SHI manufactures Clark-designed IC forklifts

having a lift capacity of 2,000 to 10,000 pounds. Clark will pay Samsung $1
billion and market the trucks worldwide under the Clark brandname. * % %,

Caterpillar Industrial Co. (Caterpillar). Caterpillar accounted for
* * % percent of standard-lift IC production in the United States during 1987,
down from about * * * percent of production in 1984. Caterpillar ceased
production of ICs at its Mentor, OH, facility, in December 1984, and closed
the facility in February 1985. Caterpillar now only manufactures
standard-1ift ICs at Dallas, OR. This plant was scheduled to be closed in
late 1987 or early 1988, but that closure has been postponed until late 1988
or early 1989.

1/ % * %
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Caterpillar receives IC forklifts from subsidiaries located at Leicester,
United Kingdom (production .began in 1971); and Inchon, Korea. The sourcing .
from Korea began in mid-1984 under a 10-year contract with Daewoo Heavy R
Industries, Ltd. to provide mid-range standard-1ift ICs. Under the agreement,
the trucks are designed by Caterpillar to meet Caterpillar product standards,
and are sold worldwide under the Caterpillar trademark. Additionally, in
1984, Caterpiller signed a contract with Kaldnesmek Veskted A/S, Tonsberg and
Vestfold, Norway, to manufacture large, heavy-lift ICs.

Yale Materials Handling Corp. (Yale).--Yale operates manufacturing/
assembly facilities in Greenville, NC, assembles in Hayward, CA, and has its
headquarters in Flemington, NJ. Yale manufactures all classes of electrically
powered forklifts in one building at Greenville and assembles standard IC
forklifts using the rolling chassis it imports from Sumitomo-Yale (Japan) at
another building there. 1/ Standard-lift ICs are also assembled using the
Japanese rolling chassis at its facility at Hayward, CA. * * %, During
1985-87, Yale produced * * * gtandard-lift ICs at its Greenville, NC, facility
(about * * % percent of U.S. production). 1In 1987, Yale * * * importer of the
subject IC forklifts from Japan. X * X, Yale imports under a 50/50 joint
venture with Sumitomo Heavy Industries. .

In 1983, Yale ceased production of IC forklifts at its Philadelphia, PA,
plant and transferred production or sourcing of trucks formerly produced at
that facility to Sumitomo. In 1985, Yale's Salem, VA, parts plant was closed
down and some equipment was transferred to Greenville. A company official
cited ‘the reasons for these closures as being related to rationalization due.
to industry overcapacity.

On August 12, 1987, Yale's Board of Directors approved a proposal by
management to move the manufacture of IC rolling chassis from Japan to the
Greenville facility. Yale is. expected to begin producing standard ICs with
U.S.-made chassis starting in April 1988. 2/ 1If produced in the same
quantities as in Japan, Yale could become the * * % largest producer of
standard-1ift ICs in the near future. '

“‘AC Materials:'Handling Corporation (ACMH). ACMH purchased Allis-Chalmers
Corporation's Industrial Truck Division in August 1986 and currently has * * %
standard-1ift IC production at its plant in Golumbus, OH. ACMH made its .
purchase from Allis-Chalmers during the latter's consolidation of its overail
operations. ACMH officials stated that the Industrial Truck Division had
accounted for approximately * * * percent of Allis-Chalmers' total
operations. In 1987, ACMH announced it had signed an agreement for contract
manufacturing with Komatsu Forklift Co., Ltd. to manufacture 3,000-15,000
pound lift capacity IC forklift chassis in Japan for ACMH. ACMH performs some
fabrication, assembly, and testing at its Columbus plant. ’

1/ According to the definition of "domestically produced" adopted by Commerce
and the. Commission, Yale's IC production using the Japanese chassis is not
considered U.S. produced. - :

2/ Telephone conversations with-Daniel P. Gimmy, Vice President-Law and
Secretary, Yale Materials Handling Corporation, Aug. 20, 1987, and

_ Feb. 24, 1988.
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White Lift Truck Parts & Manufacturing Co. Inc. (White). White was
founded in October 1985 by purchasing certain assets of White Lift Truck
Company, a division of White Farm Equipment. All operatioiis take place at its
facility in Osseo, MN. White produces IC forklifts and * * * class 1 electric
trucks--all trucks are in the 2,000 to 15,000 lift capacity range. After the
company changed hands in 1985 the new owners phased out much of the heavy
machine and sheet metal work done in house, but the company prides itself in
procuring over * * % percent of its components in the United States. This
company accounted for * * * percent of U.S. production of standard-lift ICs
during 1987.

Taylor Machine Works, Inc. (Taylor). Taylor manufactures IC forklifts
with a lift capacity from 10,000 to 100,000 pounds at its plant in Louisville,
MS. 1In 1984, Taylor closed two plants due to "overcapacity" in the U.S.
market. In 1987, Taylor accounted for * * * percent of U.S. production of IC
forklifts in the 2,000-15,000 pound lift category. Taylor * X * producer of
heavy-1ift ICs accounting for * * * percent of U.S. production in 1987.
Taylor's heavy-1lift ICs all have lift capacities over * * * pounds. Taylor
imports standard-lift ICs from Japan (* * %) under a private branding
agreement. These trucks are painted with Taylor's colors and decals and sold
through its U.S. dealer network.

Pettibone Corp (Pettibone). Pettibone, of Chicago, IL, produced * * x IC
forklifts. Pettibone Corp. ceased production of forklift trucks in March 1985
and filed a petition in January 1986 for bankruptcy under Chapter 11 of the
U.S. Bankruptcy Code. Pettibone cited a lack of return on invested assets for
its decision to try to sell its forklift truck operations under the bankruptcy
proceedings.

Baker Material Handling Corp (Baker). Baker, of Summerville, SC, ceased
production of IC forklifts in the United States in April 1983. Since that
time, Baker has imported its trucks from its parent company, Linde AG, a West
German producer of IC forklifts. '

Komatsu Forklift (U.S.A.) Inc. (Komatsu). Komatsu began production of
standard-1ift ICs at La Mirada, CA, during the second half of 1987. Komatsu
procures * * *_ 1/ Komatsu produced about * * X gtandard-lift ICs during 1987
on temporary assembly lines and expects to reach a capacity of * * * units per
month when the production facility is completed around June 1988. Komatsu
operates a nonunion shop employing * * * production and related workers.
Komatsu's decision to set up a production facility in the United States was
influenced by the strong yen and was reached prior to the filing of the
antidunping case.

The following three firms produce electric forklifts.

;Big Joe Manufacturing Company (Big Joe). Big Joe produces narrow-aisle
electric forklifts and electric-motor hand trucks at its sole U.S. facility in
Chicago, IL. All of these trucks have lift capacities of 2,000 to 15,000
pounds. Big Joe manufactures the * * * and purchases * * %X from U.S.
suppliers. * x % Big Joe, Australia, is a licensed manufacturer of Big Joe

1/ %X % %
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products for distribution in Australia. Big Joe (USA) has no direct
ownership in this manufacturer and has no other agreements with or ownership
of offshore producers. Big Joe accounted for * * X percent of U.S.
narrow-aisle forklift production in 1987.

Crown Controls Corporation (Crown). Crown produces electrically powered
counterbalanced, narrow aisle, and “walkie" forklift trucks, all of which fall
within the 2,000 to 15,000 lift capacity range. Crown produces these three
types of electrically powered trucks at its facility at New Bremen, OH, and
the walkie pallet truck at its newly completed (June 1987) facility in North
Carolina. Crown also owns production facilities in Ireland, Australia, Mexico
(2 plants), and New Zealand. * % X ‘The foreign operations produce primarily
for the host country. Crown doeb not import any of its foreign production
into the United States. This company accounted for * * % percent of total
U.S. production of electric counterbalanced fonkl1fts and * * * percent of
narrow-aisle forklifts in 1987.

Drexel Industries, Inc. (Drexel). Drexel is a specialty producer of
electrically powered forklifts. Its class 1 trucks are explosion-proof,
designed to contain all potential spark-producing surfaces. These trucks are
often sold to the chemical and pharmaceutical industries or to any industry
where explosive vapors are in the atmosphere. These specially designed,
low-volume trucks are prlced about * * * that of a standard class 1 truck.
Drexel also manufactures a swing mast truck (class 2), another
specially-designed truck that requires a great deal of customer contact dur1ng
the production process. These customized trucks are * X X times the price of
a standard class 2 truck. Drexel operates one plant at Horsham, PA, where all
production operations occur, 1nc1ud1ng fabrication, we1d1ng, assembly, and
testing. Drexel estimates that only about * * % percent of its purchased
materials are produced outside the United States. * * %

" u.s. Importers

During the period examined for this investigation, the major portion of
imports of the subject IC forklifts from Japan were accounted for by the U.S.
affiliates of the major Japanese producers. Komatsu Forklift (U.S.A.), Inc.;
Mitsubishi Heavy Industries, Ltd. (through its subsidiary, Machinery
Distribution, Inc.); Nissan Industrial Equipment Co.; Toyo Umpanki Forklift
Trucks (through TCM America (MBK), Inc. and C. Itoh Industrial Machinery,
Inc.); Toyota Industrial Equipment; and Yale Materials Handling Corp.
(Sumitomo-Yale Co., Ltd.) were responsible for more than 90 percent of imports
from Japan in 1987. :

In addition to the major producers, some dealers in the United States
import dirvectly from Japan. Petitioners allege that many of these imports,
which are not to “authorized" dealers, are of the so-called "gray market"™
variety 1/ and the trucks are sold as new, nearly new, low—hpur, demonstrator .-
quality, or reconditioned. trucks. Dealers such as Equipment Company of Los
Angeles, Santa Fe Springs, CA, and Mid- Continent Sales of Schiller Park, IL,
indicated that a portion of their imports fell into these categories.

1/ % % x,
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Additionally, some dealers import "used or reconditioned™ trucks. 1/ These
trucks are allegedly 5 to 10 years old. Imports in this latter category enter
under the same TSUS item as new and "gray market" trucks. Imports in the
"used or reconditioned™ categories averaged * * % percent of total imports
reported from Japan. 2/ Their average unit value was less than half that of
the new trucks.

The Domestic Market

Major consumers of forklifts include the food products (such as bottling
firms, distributors, etc.), machinery, building products, and paper
industries. The Department of Defense is also a consumer of forklifts.
Whereas large corporations operate fleets of industrial trucks and account for
a majority of U.S. sales, smull companies operating one to several trucks
represent a sizable U.S. market. Purchases tend to be cyclical but are often

postponed during periods of budget tightening. 3/

Channels of distribution

There are two methods of distribution for forklift trucks produced in the
United States. Trucks are either sold directly to end users by the
manufacturer, after it has successfully bid on delivery of a specified truck,
or through a dealer network, which either orders trucks for inventory, or to a
customer's specification. 1In 1987 approximately 90 percent of U.S.
manufacturers' shipments were made to dealers. Direct sales to end users
usually take place when a large, national or multinational customer is
involved, while dealer sales account for territorial sales to smaller
accounts. Similarly, authorized distribution of imported forklifts is made in
two ways: either with the foreign company selling directly to domestic
accounts, or with sales being generated entirely by independent sales agents.
Importers of Japanese-produced forklifts sell primarily to dedlerb (over 90
percent), but also supply national accounts.

U.S. consumption

Forklift truck consumption had been at low levels during the 1981-82
recession before beginning to show some improvement in 1983. According to

- industry sources, the material-handling sector lagged behind the general

economy, especially the automotive sector, in its recovery. By 1984, levels
of consumption had begun to reflect the effects of economic recovery.

Apparent U.S. consumption of standard-1ift ICs (table 2) increased in
both 1986 and 1987. In contrast, U.S. consumption of the heavy-lift ICs

trended downward during 1985-87. Electrically powered forklifts show

1/ In its final determination, Commerce defined used forklifts to be trucks
manufactured in a calendar year at least three years prior to the year of
entry into the United States. Used forklifts from Japan are not subject to
investigation.

2/ Estimate made from information supplied in Commission questionnaires.

3/ Report of the U.S. Department of Comnmerce, "A Competitive Assessment of the
U.S. Materials Handling Equipment Industry,"” May 1987, p. 6; * * X,
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Table 2 . ! o R

Forklift trucks: - U.S. produceps’' ‘shipments,;- . U.S. shipments of imports
from Japan and all other qoun;ries, and apparent copspmppion, 1985—37

Item ' ' 1985 ‘ 1986 1987

Quantity (units)

IC 2,000-15,000:
U.S. producers' ship-

ments........covvvvenvnns bataded batals SERNNPENE Lo KX
U.S. shipments of imports
from-— B . - .-
Japan.....coveeeetrnanees 22,191 ) - 21,999 .- 23,730
All other sources....... ' falalal - fadade ‘ fadade
Total................. badaled fadated o fadadel
U.S. consumption: . L : ’
Quantity........coc00.n. -43,293 44,376 . 46,152

Percentage change....... 1/ _ +2.5 +4.0.
IC over 15,000:
U.S. producers’' ship- .
ments.....coveeeieenrons KX et . Lot

U.S. shipments of imports
from-- - , oo .
Japan......cveirerneeann ' 174 - 178 . " - 119.
.All other sources....... fadadel N fadadal ) fadadel
Total........oonveeeen fadeted fadedal P fadidel
U.S. consumption: : e .
Quantity........ e .. 1,679 : 1,539 .o 1,362
Percentage change...... . 1/ -8.3 -11.5
Electric class 1: : o :
U.S. producers’' ship- ' . .
ments......oo0ceevnneees atate] et ] R dadel
U.S. shipments of imports ‘
from-=- LT ce s . )
Japam. .. ..ocerevtssenses : 2,568 2,507 c 2,523
All other sources....... fadalel oo ) _ Kkx
Total..........coeeun fadaled fadalad fadatel
U.S. consumption: oL _ _ }
Quantity....... s . . 14,942 . 15,835 . - 15,404 .
Percentage change....... 1/ +6.0 . =2.7,
Electric class 2: BT A
U.S. producers' ship- - e , . A
ments......ooeevennennns Jokk ' Latot R L RERK
U.S. shipments of imports
from-- : - v . .
Japan.............. eeee L RRX s RRK 4o kERR
All other sources....... '’ fadadel s kR _ . kXX
Total........... seeeen fadodel ) fadadel L RR% -
U.S. consumption: = ' _ . _ .
Quantity.........c.c0.... s 5,369 : 4,558 o5 0 5,820

Percentage change..... .. 1/ -15.1 +27.7

See footnotes at end of the table.
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Table 2--Continued
Forklift trucks: U.S. prodycers' shipments, U.S. shipuents ofAimports
from Jidpan and all other countries, and apparent consumption, 1985-87

Item. . 1985 1986 . 1987

Value (1,000 dollats)

ICc 2,000-15,000:
U.§. producers' ship-

ments.......... Cereeneas atat ] fatatd Fekek
U.S. shipments of imports
from——
Japan........o00 i 248,465 255,938 291,442
All other sources....... fadadel _ badaded fadoded
Total............ N fodadyl fadadel fadadel
U.S. consumption:
Value...... ceeesesenen .. 587,624 607,285 © 629,340
Percentage change...... . 1/ +3.3 +3.6

IC over 15,000:
U.S. producers' ship-

ments.......co0ieveennenn _ bty Kkk badated
.U.S. shipments of imports
from--
Japan.......... ces e . 5,922 7,347 4,104
All other sources...... . badaded badadad . badabed
Total.......oonveennns badadel fadaded - ) fadadel
U.S. consumption:
Value......... ceeeasenes 98,667 86,834 79,415
Percentage change....... 1/ . -12.0 -8.5

Electric class 1: .
U.S. producers' ship-

ments.............0.. cee Fokk . - KRR badabe
U.S. shipments of imports
from-- : »
Japan. . ..o ev e S 30,245 29,718 31,056
All other sources....... fadadel *KK » KKK
Total........... e XXX faadad *AK
U.S. consumption:
Value............ ceiene 217,735 229,540 216,828
Percentage change....... 1/ +5.4 -5.5

Electric class 2:
" U.S. producers' ship-

ments........... ceee e KKK ok KK
U.S. shipments of imports
from-- - .
JapaN. ..o vttt XXX . * kK KK
All other sources..... .. K ¥k AKX AKX
Total................ . badodad Kok K Kk
U.S. consumption: ’
Value.........oovevnnenn 90,502 82,611 97,789
Percentage change....... 1/ -8.7 +18.4

1/ Not available.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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irregular patterns, but consumption of both class 1 and class 2“u1timétely
increased during the period under investigation. The consumption trends for

these products are identical for ‘consumiption measured by quantlty of units
shipped and by value of units shipped.

1

Demand for standard-lift ICs is greatest in 1lift capacities under 6,000
pounds. 1/ During 1987, an estimated 77 percent of U.S. producers'’
standard-1ift IC shipments were fbtkllfts with lift capacities falling within
a range of 2,000 to 6,000 pounds; 89 percent of U.S. importers' shipments.of
standard-1lift ICs imported from Japan had lift capacities of 2, 000 to 6,000
pounds. The tabulation that follows shows the estlmated shipments in the
United States of U.S. producers and U.S. 1mporters of Japanese built
standard-1ift ICs during 1987 in each of the specified capacity ranges (1n
rercent):

Capacity range u.s. produced . 'Japangsegpgoduced
2,000 to 4,000 lbs..... 18 . 39,
4,001 to 6,000 lbs..... 59 .. 50

6,001 to 8,000 1lbs..... 9 ‘ 7

8,001 to 11,000 1lbs.... 10 3

11,001 to 15,000 lbs... -4 § 1

Consideration of‘Haterial Injury

The information presented in this section of the report was obtained from
responses to questionnaires of the Conmission in connection with the current
investigation. U.S. produced and imported forklifts have been identified by
the situs of the frame. 2/ Of the U.S. producers who have produced the
subject IC forklifts during the period of investigation, three (AC Materials
Handling Corp., » Taylor, and Yale) have imported trucks from Japan. If data
concerning these pnoducets were excluded from information plesented in this
section, the overall trends would remain the same.

The data have been updated since the prehearing report to, include
revisions of previously supplied information and additional responses from
U.S. imperters. 3/ The trends discussed. in this section reflect U.S.
producers' experience with IC forklifts with lifting capacity of 2,000 to
15,000 pounds, i.e. the products from Japan subJect to this antidumping
investigation (standard-1ift.ICs). .However the Commission also gathered

1/ Respondents claim that Japanese producers created and supplied a market
demand for lift capacities under 8,000 pounds. Petitioners and Clark contend
that they and other producers (Pettiboune, Allis-Chalmers, etc. ) have always
supplied this segment of the market. See hearing transcript at p. 179 and
posthearing briefs by Clark at pp. 8-9 and Hyster at p. 10.

2/ 1f some value-added methodology were employed to 1dent1fy firms that should
be included as U.S. producers of standard-lift ICs, * * X, might be eliminated
(see table C-6). Due to the small number of U.S.-produced forklifts reported
by * * % its exclusion would have no measurable effect on the industry trends
that are presented in the report.

3/ * * % companies (* * X) were visited for data verification (financials and
shipments). Errors were identified and have been corrected for the final
report. :
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information on IC forklifts with a lift capacity over 15,000 pounds,
electrically powered class 1 (counterbalanced) trucks and electrically powered
class 2 (narrow aisle) trucks. This information is included in tables in the
report. Responding firms accounted for over 95 percent of U.S. standard-lift
IC production during 1987. 1/

U.S. production, capacity, and capacity utilization

Data on U.S. producers' productive capacity are presented in table 3.

" U.S. capacity to produce standard-1lift ICs declined by 15 percent from 1985 to

1986, due almost entirely to Hyster's closure of its Crawfordsville, IN
facility. Capacity remained unchanged the following year. * * %, 2/

U.S. production of standard-lift ICs dropped slightly in 1986 from 1985,
and 1987 production was off 15 percent from 1986. Production declines at
* %X % gvershadowed gains made by smaller producers in 1987. As productive
capacity declined more sharply than production during 1985-86, capacity
utilization increased from 47.9 percent in 1985 to 55.6 percent in 1986,

~ Capacity utilization fell to 47.3 percent in 1987, reflecting the sharp drop

in production.

As noted earlier, four producers reported production of heavy-lift ICs
(IC forklifts with lifting capacity over 15,000 pounds). Information gathered
from U.S. producers during previous investigations showed that less than 10
percent of the heavy-1lift ICs fall in the 15,000-16,000 pound capacity range,
and around 80 percent have capacities of 20,000 pounds or more. 3/

‘U.S. producers' shipments

U.S. producers' domestic shipments (table 4) of standard-lift IC
forklifts fell 10 percent from 1985 to 1986 and by 16 percent in 1987; the
value of these domestic shipments fell more sharply. * %X %X led the decline in

"shipments.

Exports declined irregularly dﬁring 1985-87. Exports accounted for an

' increasing share of U.S. producers' total shipments during the period of

investigation (* * * percent in 1985, * * * percent in 1986, and * * * percent
in 1987). The primary export markets are Latin America and Canada. U.S.
producers' shipments of heavy-1lift ICs, class 1 electric forklifts, and class
2 narrow aisle forklifts are provided in tables 5-7. '

17 * X% %,

Z/ X X X,

3/ Data provided by U.S. producers during the preliminary stage of this
investigation and during preliminary investigation No. TA-603-10 concerning
industrial 1ift trucks.



Table 3
Forklift trucks:
utilization, 1985-87

A-19

U.s. préductive capaciﬁy, production, and capacity

Percent .............. e 80.7

91.9

Item 1985 1986 1987
I¢ 2,000-15,000:

Capacity: » : ol

_Quantity (units).....:.. fatated fatatel XXk,
Percentage change....... 1/ -15.0 0.0

Production: - . S
Quantity (units)..... e KXk it d XHK
Percentage change....... i/ -1.4 -14.9

Capacity utilization: 2/

Percent................. ' 47.9 55.6 47.3
IC over 15,000:
Capacity:
Quantity (units)........ 1,896 1,921 1,946
Percentage change....... 1/ +1.3 +1.3
_Production: : _ o
Quantity (units)......... - 1,204 946 972
Percentage change...... . 1/ ~-21.4 +2.7

Capacity utilization: 2/

Percent.........oovevuus 63.5 49.2 49.9
Electric class 1: : ’

Capacity: .
Quantity (units)........ 15,800 17,271 17,453
Percentage change..... . 1/ +9.3 +1.1

Production:

Quantity: (units)...... v, 8,415 10,511 10,621
Percentage change....... 1/ +24.9 +1.0

Capacity utilization: 2/ -

Percent.........coc.0. e 53.3 60.9 -60.9
Electric class 2:

Capacity: . .

Quantity (units)........ 6,808 5,343 < 6,479
_ Percentage change....... R V4 -21.5 +21.3

Production: .
Quantity (units)........ 5,494 4,910 . 5,912
Percentage change....... 1/ -10.6 - +4+20.4

Capacity utilization: 2/ '

91.2

1/ Not ava1lab1e -

2/ Computed from data of f1rms providing data on both capac1ty and

production. These data do not include * * * which has undergone substantial
reduction in capacity and U.S. production. Pnoductlon and capaclty would show
shavper declines if * * X data were included. g -

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

1987

Item 1985 1986
Quantity (units)
Conpany transfers........... ataled AKX : Lot t ]
Domestic shipments.......... 14,440 12,984 10,938
U.S. shipments:
Quantity...... et enr e .o okk ot ot ]
Percentage change....... .o 1/ -10.0 ~16.5
Export shipments............ fadadel Lot fadadal
Total shipments:
Quantity.............. 15,713 14,297 12,038
Percentage change..... 1/ -9.0 -15.8
Value (1,000 dollars)
Company transfers........ .o Kkk Kkx . *kk
Domestic shipments....... ... 248,116 214,763 163,680
U.S. shipments:
Value.......civievnnoneaan atoted fatated Kkk
Percentage change......... 1/ -13.6 -24.6
Export shipments......... oo badadel fadadel Kkk
Total shipments:
Value............... . 270,169 235,066 181,083
Percentage change..... 1/ -13.0 -23.0
Unit value (dollars per umit) 2/
Company transfers......... .o atatsl fatadyd ot t ]
Domestic shipments..... ceee 17,183 16,541 14,964
U.S. shipments: _
Unit value.............. .. fatat ] fadatel atatsl
Percentage change 3/...... 1/ -4.0" -9.7
Export shipments............ fadadel fatadel fadadel
Total shipments:
Unit value...... Cheeee 17,194 16,442 15,043
-4.4 -8.5

Percentage change 3/.. 1/

17 Not avallable

2/ Unit values were Laluulated from data submitted by firms supplying both
quantity and value information and may not be computed from phe above data.
3/ Computed from the unrounded figures..

Source: Compiled from data submitted in resﬁonse to questionnaires of the
U.S. International Trade Commission.
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capacity of over 15,000 pounds: U.S. producers’

1987

Item 1985 1986
Quantity (units)
Company transfers..........%o atated batat ] atatad
Domestic shipments.......... 1,175 924 . 883
U.S. shipments:
Quantity..........¢coe0uus’ atabd kK kK
Percentage change......... 1/ -21.7 -4.5
Export shipments............ fadalel badaded Jekk
Total shipments:
Quantity.............. 1,265 970 936
Percentage change..... 1/ -23.3 -3.5
Value (1,000 dollars)
Company transfers........... AXK JUOT ok - *kk
Domestic shipments.......... 74,667 56,242 54,387
U.S. shipments:
Value....ooverenonocoensas akals] batalsd XKk
Percentage change......... 1/ . -25.1 ©23:4
Export shipments............ fadadal fadadel fodadel
Total shipments: :
Value.........co000e. . - 80,370 59,121 57,961
Percentage change..... 1/ -26.4 -2.0
Unit value (dollars per unit) 2/
Company transfers........... Hxk. fakated XXk -
Domestic shipments.......... 63,546 60,868 61,593
U.S. shipments: '
Unit value................ KKK HKx K%
Percentage change 3/...... 1/ -4.4 +1.2
Export shipments............ fadadal fakadedl fadedal
Total shipments: : .
Unit value............ 63,534 60,949 . 61,924
Percentage change 3/.. 1/ -4.1 +1.6

1/ Not available.

2/.Unit values were calculated from data submitted by firms supplying both
quantity and value information and may not be computed from the above data.
3/ Computed from the unrounded figures.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 6 .
- Class 1 electric forklifts: U.S. producers' shipments, 1985-87

Item : 1985 1986 1987

Quantity (units)

Company transfers........... fatatel fakote] XX
Domestic shipments..... ceoee 8,392 10,027 9,867
U.S. shipments:
CQuantity.................. FxX Fekex HHK
Percentage change......... 1/ +19.4 -1.9
Export shipments............ fadaded fadadal fadata
Total shipments:
Quantity...... cesreree 8,722 10,562 10,485
Percentage change..... 1/ +21.1 -0.7

Value (1,000 dollars)

Company transfers...... ceses fatadsd ot *kk
- Domestic shipments.....,.,.. 134,019 156,205 147,473
U.S. shipments:
Value...... cee e eee e Latated ‘ fatatd KRk
Percentage change.....,... 1/ +16.3 ~5.9
Export shipments............ KkK KKK Ik
Total shipments:
Value...........ovp... - 139,010 164,099 155,897
Percentage change..... 1/ +18.0 ~5.0

Unit value (dollars per unit) 2/

Company transfers........,.. fatatel fadated HKX
Domestic shipments.......... 15,970 15,578 14,946
U.S. shipments:
Unit value..... e s alote] akate] fatatd
Percentage change 3/...... 1/ -2.4 ~4,2
‘Export shipments........... . fadat fatatal fadated
Total shipments:
Unit value..... se e e oo 15,945 15,566 14,883
_Percentage change 3/.. 1/ ~2.4 ~4.,4

1/ Not available.

2/ Unit values were calculated from data submitted by firms supplying both
quantity and value information and may not be computed from the above data.
3/ Computed from the unrounded figures.

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

«
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Table 7
Class 2 electric forklifts: U.S. producers' shipments, 1985-87

Item - 1985 . 1986 1987

Quantity (units)

Company transfers........... | %% XXk Hxk
Domestic shipments.......... _ 5,208 4,432 5,715
U.S. shipments:
Quantity.................. fadatel atats fadad
- Percentage change......... : 1/ -14.6 +27.9
Export shipments............ fadadad fadadad fadadad
Total shipments: .
Quantity.............. ‘5,561 4,733 6,107
Percentage change..... - 1/ : ~-14.9 +29.0

Value (1,000 dollars)

R

Company transfers........... Ladady] Ak atated

Domestic shipments.......... 87,175 80,042 95,554
U.S. shipments: '
Value......ooveevevnnconns bataty] fatote] B St
Percentage change....... P 1/ -8.1 +18.2
Export shipments............ badadal fadatel badaldel
Total shipments:
Value.........o0vennn 92,790 84,963 101,355

Percentage change..... -1/ -8.4 +19.3

Unit value (dollars per unit) 2/

Company transfers........... Xkk Jek K KKk
Domestic shipments.......... 16,739 18,060 16,720
U.S. shipments:
Unit value................ fatita] 2 2 *Hk
Percentage change 3/...... 1/ +7.5. . -7.3
Export shipments............ kKK badadad ' kX
Total shipments: R
Unit value.......:.... 16,716 17,959 16,643
_ Percentage change 3/.. 1/ +7.4 -7.3

1/ Not available.

2/ Unit values were calculated from data submitted by firms supplying both
quantity and value information and may not be computed from the above data.
3/ Computed from the unrounded figures.

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

Data on U.S. producers’ yearend inventories of forklift trucks are
presented in table 8. Inventories of standard-lift ICs dropped from * X %
percent of total shipments in 1985 to * * * percent in 1986 and then rose to
* % % percent in 1987. ‘

Table 8 . .
Forklift trucks: U.S. producers' end-of-period inventories, 1985-87

Item 1985 1986 ‘ 1987

Quantity (units)

End-of-period inventories:

.1€.2,000-15,000........... latated atat kX
IC over 15,000............ 58 34 78
Electric class 1.......... 402 351 487
Electric class 2.......... fataded fadadel fadadel

Share of total shipments (percent)

Ratio of inventories to
total shipments: 1/

I¢ 2,000-15,000........... ¥k ) F¥k XxX
IC over 15,000............ 4.6 3.5 : 8.3
Electric class '1.......... 4.6 3.3 4.6
Electric class 2.......... kX Kk X *AKX

1l/ Ratios are based on data supplied by firms that reported both inventory and
shipment information.

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

Emnployment and wages

The production and related workers in this industry are represented by a
number of unions. Hyster's workers are represented by the United Shop and
Service Employees in Portland, OR, and the Independent Lift Truck Builders in
Danville, IL. The workers at Hyster's Berea, KY, and Sulligent, AL, ’
facilities are nonunion. Caterpillar's workers are represented by the
International Association of Machinists and Aerospace Workers and Clark's
Battle Creek, MI, workers are represented by the Allied Industrial Workers.
Clark's Georgetown, KY, plant is nonunion. All of the aforementioned unions
are petitioners in this investigation. As noted earlier, workers tend to
specialize in either internal combustion or electric type forklift
production. :

The average number of workers engaged in the production of standard-1lift
ICs dropped from * % X in 1985 to * * X in 1986, or by 19 percent (table 9;
tables 10-12 present employment related data for the other products). The
number of workers dropped by 25 percent in 1987. Reduced production levels at
* %X * led tou these layoffs. * * X,
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Table 9

IC forklifts with lifting capacity of 2,000-15,000 pounds: Average number of
production and related. workers, hours worked, 1/ wages and total :
compensation 2/ paid to such employees, and labor productivity, hourly
compensation, and unit labor production costs, 1985-87 3/

Item g 1985 1986 1987

‘Production and related
workers (PRW):

Number..........ccv0veeen. atatyd . KKK Yok
Percentage change......... 4/ -19.2 ~25.3
Hours worked by PRW:
Number (1,000 hours)...... *Kk HRK : ' KK
Percentage change......... 4/ -19.1 - =-28.1
Wages paid to PRW: : :
Value (1,000 dollars)..... batad ] . HKX . KKK .
Percentage change......... 4/ -21.8 -19.5
Total compensation paid to
PRW:
Value (1,000 dollars)..... xKX bt atot ]
Percentage change......... 4/ -17.6 -24.1
Labor productivity for ‘
PRW: 5/
Quantity (units per , .
1,000 hours)..... e e fakedy] Latotd] kK
Percentage change 6/...... 47 +24.7 +15.8
Hourly wages paid to -
PRW: 7/ .
Value (dollars per hour).. fatatad R Ratat X%k

Percentage change 6/...... 4/ ~-3.4 +11.9
Hourly total compensation
paid to PRW: 8/

Value (dollars per hour).. Hxk Hokk Kk

Percentage change 6/...... 4/ +1.8 +5.5
Unit labor costs: 9/ ,

Value (dollars per unit)... ¥%x KKK KKK

Percentage change 6/...... 4/ -18.3 ’ -8.9

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 95 percent of teported total
shipuwents in 1987.

4/ Not available.

5/ Calculated using data from firms that provided 1nformat1on on both
production and hours worked.

6/ Calculated from the unrounded figures.

7/ Calculated using data from firms that prov1ded information on both wages
pald and hours worked.

8/ Calculated using data from firms that prov1ded information on both total
compensation paid and hours worked. :

9/ On the basis of total compensation paid. Calculated using data from firms
that provided information on both total compensation paid and production.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 10

IC forklifts with lifting capacity 6f over 15,000 pounds: Average number
of production and related workers, hours worked, 1/ wages and total
compensation 2/ paid to such employees, and labor productivity, hourly

compensation, and unit labor production costs, 1985-87 3/

Item 1985 1986 1987
Production and related
workers (PRW):
Number........ccoveeereenes 482 451 KA K
Percentage change......... 4/ -6.4 atad ]
Hours worked by PRW:
Number (1,000 hours)...... 756 635 KAK
Percentage change......... 4/ -16.0 ot k]
Wages paid to PRW:
Value (1,000 dollars)..... 10,227 9,024 XKX
Percentage change......... 4/ -11.8 fataty]
Total compensation paid to
PRW: . .
Value (1,000 dollars)..... 11,548 10,378 XAK
Percentage change......... 4/ -10.1 a2l
Labor productivity for
PRW: 5/
Quantity (units per
1,000 hours).....:i.0... 1.173 1.367 AKX
Percentage change 6/...... 4/ +16.5 atatyd
Hourly wages paid to
PRW: 7/
Value (dollars per hour).. 13.53 14.21 KKK
Percentage change 6/...... 4/ +5.1- X3k
Hourly total compensation
paid to PRW: 8/
Value (dollars per hour).. 15.28 16.34 *kk
Percentage change 6/...... 4/ +7.0 Kkk
Unit labor costs: 9/ :
Value ,(dollars per unit)... 13,019 11,956 XKk
Percentage change 6/...... 4/ -8.2 ek

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee

benefits.

3/ Firms providing émployment data accounted for 100 percent of reported total

shipments in 1987.

4/ Not available.

5/ Calculated using data from firms that provided information
production and hours worked.

6/ Calculated from the unrounded figures.

7/ Calculated using data from firms that provided information
paid and hours worked.

8/ Calculated using data from firms that provided information
compensation paid and hours worked.

9/ On the basis of total compensation paid. Calculated using
that provided information on both total compensation paid and

on both

on both wages
on both total

data from firms
production.

Source: Compiled from data submitted in response to questionnaires of the

U.S. Intermational Trade Commission.
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Class 1 electric forklifts: Average number of production and related workers,
hours worked, 1/ wages and total compensation 2/ paid to such employees, and
labor productivity, hourly compensation, and unit labor production costs,
1985--87 3/

Item 1985 1986 1987

Production and related
workers (PRW):

Number.........cicoeevnune. 609 596 569
Percentage change......... 4/ -2.1 -4.5
Hours worked by PRW: '
Number (1,000 hours)...... 1,361 1,299 1,208
Percentage change........ . 4/ ~4.6 -7.0
Wages paid to PRW:
Value (1,000 dollarvs)..... 15,292 14,219 13,616
Percentage change......... 4/ -7.0 -4.2
Total compensation paid to
PRW: .
Value (1,000 dollars)..... 18,813 18,165 17,004
Percentage change......... 4/ ~-3.4 ~-6.4
Labor productivity for '
PRW: 5/
Quantity (units per
1,000 hours)............ 6.183 8.092 8.792
Percentage change 6/...... 4/ +30.9 +8.7
Hourly wages paid to
PRW: 7/
Value (dollars per hour).. 11.24 10.95 ' 11.27
Percentage change 6/...... 4/ -2.6 - +3.0

Hourly total compensation
paid to PRUW: 8/

Value (dollars per hour).. 13.82 13.98 14.08

Percentage change 6/...... 4/ +1.2 +0.7
Unit labor costs: 9/

Value (dollars per unit)... 2,236 1,728 1,601

Percentage change 6/...... 4/ -22.7 -7.4

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 95 percent of reported total
shipments in 1987.

4/ Not available.

5/ Calculated using data from firms that provided information on both
production and hours worked.

6/ Calculated from the unrounded figures.

1/ Calculated using data from. firms that provided information on both wages
paid and hours. worked.

8/ Calculated using data from firms that provided information on both total
compensation paid and hours worked.

9/ On the basis of total compensation paid. Calculated using data from firms
that provided information on both total compensation paid and production.

Source: Compiled from data submitted in rebponbe to questionnaires of the
U.S. International Trade Commission.
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Table 12

Class 2 electric forklifts: Average number of production and related workers,
hours worked, 1/ wages and total compensation 2/ paid to such employees, and
labor productivity, hourly compensation, and unit labor production costs,
1985-87 3/

Item 1985 1986 1987

Production and related
workers (PRW):

Number........coveveneenee 511 430 422
Percentage change......... . 4/ -15.9 ~-1.9
Hours worked by PRW:
Number (1,000 hours)...... 1,030 864 846
Percentage change......... a/ ~16.1 -2.1
Wages paid to PRW:
Value (1,000 dollars)..... 9,006 8,295 ’ 8,628
Percentage change......... 4/ -7.9 +4.0
Total compensation paid to
PRW: '
Value (1,000 dollars)..... 12,285 11,697 13,659
Percentage change......... 4/ -4.8 +16.8
Labor productivity for
PRW: 5/
Quantity (units per
1,000 hours)............ 4,738 5.630 6.908
Percentage change 6/...... 4/ +18.8 +22.7
Hourly wages paid to
PRW: 7/
Value (dollars per hour).. 8.74 9.60 . 10.20
Percentage change 6/...... 4/ +9.8 +6.2

Hourly total compensation
paid to PRW: 8/

Value (dollars per hour).. 11.93 13.54 16.15

Percentage change 6/...... 4/ +13.5 +19.3
Unit labor costs: 9/ ‘

Value (dollars per unit)... 2,517 2,405 2,337

Percentage change 6/...... 4/ -4.5 ~-2.8

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for 99 percent of reported total
shipments in 1987.

4/ Not available.

5/ Calculated using data from firms that provided information on both
production and hours worked.

6/ Calculated from the unrounded figures.

1/ Calculated using data from firms that provided information on both wages
paid and hours worked.

8/ Calculated using data from firms that provided information on both total
compensation paid and hours worked.

9/ On the basis of total compensation paid. Calculated using data from firms
that provided information on both total compensation paid and production.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Hours worked by production and related workers and wages and total
compensation paid to such employees showed the same trend as numbers employed;t
dropping shavply in 1986 .and 1987. The average hourly wage ranged from a low
of * * * in 1986 to a high of * * * in 1987. * * X,

Labor productivity, as measured by output per worker hour, rose by 25
percent in 1986 and by 16 percent in 1987. The increased labor productivity
led to lower unit labor costs in each of these years.

Financial experience of U.S. producers

Seven producers 1/ of forklift trucks provided the Commission with usable
financial information on the requested products. Together these firms
accounted for almost all production of the subject ICs. 2/

Overall establishment operations.--The income-and-loss data of seven U.S.
producers on their overall operations of establishments within which IC and
electric forklifts are produced are presented in table 13.

Net sales for establishment operations increased by 5.6 percent, from
$874.2 million in 1985 to $923.0 million in 1987. Net sales of domestlcally
produced 3/ IC forklifts with lifting capacity of 2,000-15,000 pounds
accounted for 30.7 percent, * * * percent, and 19.7 percent of total
establishment net sales in 1985, 1986, and 1987, respectively. Each company's
share of agpregate net sales dut1ng 1985-87 are shown in the following
tabulation (in percent):

Share of total net sales
Company . 1985 1986 - 1987

* * X * * * x

Reporting producers sustained aggregate operating losses throughout
1985-87. The operating loss increased from $40.8 million, or 4.7 percent of
net sales, in 1985 to $47.1 million, or 5.2 percent of net sales,
in 1986 and then declined to $46.5 million, or 5.0 percent of net sales, in
1987. Pretax net losses followed a similar trend but were much higher than
the operating losses due to the provision made by certain companies (a
discussion of each company's provisions follows) for shutdown and
restructuring costs, interest expenses, and other nonoperating expenses during
1985-87. The operating income or loss margins reported by each producer and
each company's share of total establishment operating losses during 1985-87

1/ * * *,  The largest producers, * * X, were visited for verification and the
data for each one has been revised.

2/ Detailed information on income and loss for heavy-1lift ICs and class 1 and
2 electric forklifts is presented in Appendix C.

3/ Only those trucks that conta1ned a U.S.-produced frame were considered
domestically produced.
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Table 13

Forklift trucks: Income-and-loss experience of U.S. producers on the overall
operations of their establishments within which forklift trucks are produced,
accounting years 1985-87

Item 1985 1986 1987

Value (1,000 dollars)

Net Sales......ooueenn. e 874,156 ‘ 906,334 922,968

Cost of goods sold........ .o 762,398 794,643 797,708
Gross profit..... e . 111,758 . 111,691 125,260
General, selling, and . .

administrative expenses... 152,600 158,791 171,766
Operating (loss)........ e (40,842) (47,100) (46,506)
Startup or shutdown

expense..... che e batata] Kok *kk
Interest expense............ atatsl akats XK
Other expense, net........ . e badadel badeded | XKk
Net (loss) before income ’

taxes. . v .veeteerorennanos . (120,411) (71,398) (73,508)
Depreciation and amorti- .

zation included above..... 11,129 10,680 11,799
Cash flow 1/......0000... ... £109,282) : (60,718) . _(61,709)

Share of net sales (percent)

Cost of goods sold.......... - 87.2 87.7 ' 86.4
Gross profit................ 12.8 12.3 13.6
General, selling, and .

administrative expenses... 17.5 17.5 18.6
Operating (loss)......... . 4.7) (5.2) (5.0)
Net (loss) before income

BAXES. i v et v ettt (13.8) (7.9 (8.0)

Number of firms reporting

Operating losses............ . 3 3 : 3
Net losses............. seaen 4 4 3
Data. ... ..ot nenerinnnnennns 7 7 7

1/ Cash flow is defined as net income or loss. plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of the
‘U.S. International Trade Commission.
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are presented in the following.tabulation (in percent):

The industry has undergone significant restructuring since 1982. In
‘1982, Clark Equipment accrued a special pretax provision of $214.5 million to
cover program costs associated with the initial “Revitalization Program" for
the company's core businesses--the production and sale of axles and | <
transmissions and related components, and material-handling equipment and
vehicles. The material-handling-equipment segment of Clark Equipment involves
the production and sale of electric and gas-powered lift trucks and automated
handling systems. Clark Equipment reported operating losses in each year for
the period 1982-84 on its material-handling equipment segment. 1/ In 1985, in
an effort to improve its ability to compete in a market that was becoming
increasingly competitive, Clark accelerated its "Revitalization Plan" and made
a provision for asset writedowns and restructuring costs amounting to $96.1
million for the entire company. Provisions for the closing of Battle Creek,
MI, and Georgetown, KY, facilities were projected to be $51.4 million. Clark
allocated $33.5 million for a "Revitalization" reserve and * * % for asset
writedowns to its establishments that produce IC and electric forklifts. The
company indicates' that most of these reserves were used for the shutdown of
the 75-year-old Battle Creek plant during the third quarter of 1987 and for
phasing out the operations at Georgetown. However, Georgetown was reopened in
February 1988 and production was resumed on a more limited scale. Production
that had taken place at Battle Creek was transferred to Georgetown and
overseas to Korea. * % X,

~ Hyster Company identified a provision of * * * in 1985 and * * * in 1986
for restructuring for plant closedown relating to IC and electric forklifts,
out of a total provision of $7.5 million in 1985 and $5.1 million in 1986 for
its total company operations. Hyster closed down the Crawfordsville, IN,
plant in the first half of 1986, downsized the Danville, IL, plant, and
transferred some of the production activities to overseas plants. 1In 1987, -
Hyster added back * * * to pretax income because that amount represented the
excess provision made for shutdown expenses in prior years. X X X,

Caterpillar made a provision of approximately $8.0 million to close
manufacturing facilities at Dallas, OR, in 1987. The Dallas plant will be
phased out during the second half of 1988 and early 1989. * * X,

1/ Per 1984 annual report of Clark Equipment Company.
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Crown Controls Corp. only produces electrically powered forklift trucks.
X K X, K K X,

Yale * * x

Standard-1ift ICs.--* * % U.S. producers of forklift trucks supplied
usable income-and-loss data on their operations for U.S.-produced IC forklift
trucks (ICs that contain a domestic frame) with a 1ift capacity of 2,000 to
15,000 pounds (table 14)). 1/ These producers accounted for almost all
reported production of standard-lift ICs in 1987.

Net sales of domestically produced standard-lift ICs declined by 32.5
percent during 1985-87. 1In 1987, net sales for each producer, except * * *,
were lower than those in 1985. Each company's share of total sales during
1985-87 is presented in the following tabulation (in percent):

The industry's gross profit margins declined from 1.3 percent of net
sales in 1985 to * * % percent of net sales in 1986 and turned into a negative
gross loss margin of 1.8 percent of net sales in 1987. * * %

Average unit net sales, cost of sales, and gross profit or loss of each
producer during 1985-87 are shown in the following tabulation:

Item 1985 1986 1987
X * X X % * x
Total:
Weighted-average unit net sales value.... 17,302 adato] 15,082
Weighted-average unit cost of sales...... 17,069 fakatal 15,346
Weighted-average unit gross profit or '
(lOSS) ittt ittt it e i it stassoennnsaas 233 Fkek (264)

From 1985 to 1987, the weighted-average unit net sales value of
standard-1ift ICs that contain a domestic frame, declined more rapidly (by
12.8 percent) than their cost of sales, which fell by 10.1 percent. Hence,
the weighted-average unit gross profit of $233 in 1985 dropped to * * % in
1986, and then turned into a gross loss of $264 in 1987.

1/ * x =%,



A-33

Table 14
Standard-1ift ICs (with a domestic frame): Income-and-loss experience of U.S.

producers sales of standard-lift ICs that contain a domestic frame, accounting
years 1985-87

Item 1985 11986 1987

Value (1,000 dollars)

Net sales..... Ceesneesean e 268,670 ' KK 181,374
Cost of goods sold.......... 265,053 fadate 184,549
Gross profit....... .. ..., 3,617 - ok’ (3,175)
General, selling, and - S ’ : ‘ -
administrative expenbes 42,5517 o Kxx . - T kkX
Operating (loss)..........n. . (38,940) Fdek KK
Startup or shutdown ' : o :
EXPENSE...vsevecsseonnes e Xkx - ' Kok KA K
Interest expense........cc.. T RX%k *xk KKK
Other income, net........... fadel  okk Fokk
Net (loss) before income
taXesS ..o oaoncin, (74,177) Kkx . Fe3ek
Depreciation and amorti- : : .
zation included above..... 2,941 bodadel KAK
Cash flow 1/................ _(71,236) X%k badadel

Share of net sales (percent)

Cost of goods sold.......... ' 98.7 - Yok K " 101.8
Gross profit................ 1.3- Lot ot SR (1.8)
General, selling, and

administrative expenses... 15.8 kX Lot ]
Operating (loss)............ (14.5) *¥k *k X
Net (loss) before income .

taXesS. . vttt ettt (27.6) KKK badatad

Number of firms reporting

Operating losses............ Kk KRRk 33
Net 10SS€S......00000uvueees KKK KKK - %Kk
Data.....vviviieeeenennnnns o A%k XX KKK

1/ Cash flow is defined as net income or loss plus depreciation ‘and
anortization.

Source: Compiled from data submitted 1n rebponse to quebtlonna1reb of the
U.s. Internatlonal Trade Comnmission.
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The distribution of cost of goods sold into thé major components of cost
is shown in the following tabulation (in percent): )

All * x x U,S, producers reported both operating and net losses
throughout the period covered by the investigation. During 1985-87, operating
losses ‘increased in absolute dollars despite declining sales, thus the
industry lost more money each year per each dollar of sale. As a share of net
sales, the operating loss margin increased from 14.5 percent in 1985 to * % %
percent in 1986 and to * * * percent in 1987. General, selling, and
administrative (GS&A) expenses, as a share of net sales, increased from 15.8
percent in 1985 to * * X percent in 1987.

X % %, % % X major items of GS&A expenses are presented in the following
tabulation (in thousands of dollars):

The operating loss margins reported by each producer during 1985-87 are
shown in the following tabulation (in percent):

Company 1985 1986 1987

* x % x * * *
Weighted-average..... 14.5 *HK Xk

Compared with 1986 and 1987, the 1985 pretax net loss was much higher
than the operating loss because of * * * associated with * * * restructuring
and shutdown costs reported on its operations producing standard-lift ICs.

* * %, Because of these nonrecurring expenses and increasing interest
expenses, pretax net loss margins for the industry were higher than the
operating loss margins during 1985-87.

The Commission also requested income-and-loss data from U.S. producers on
their operations relating to the sale of all standard-1lift ICs (i.e.,
including those forklifts that contain an imported frame). The same * * X
U.S. producers supplied these data, which are presented in table 15.
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Stundard-lift ICs (with a domestic or imported frame):
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Income-and-

loss

experience of U.S. producers on sales of all standard-1lift ICs, including
forklifts that contain an imported frame, accounting years 1985-87

U.S. International Trade Commission.

Item 1985 1986 1987
Value (1,000 dollars)

Net sales......... e 350,226 348,835 337,167
Cost of goods sold.......... 332,510 340,303 329,550
Gross profit................ 17,716 8,532 7,617
General, selling, and

administrative expenses... 54,302 58,527 61,192
Operating (loss)............ (36,586) (49,995) (53,575)
Startup or shutdown '

EXPENSE. . v v v vt onssesons fatats] KKK XXk
Interest expense............ fatatsl fatoty] fatatsl
Other income, net......... .. faatal fadalad XXX
Net (loss) before income

taxes. .. .oiie ittt (70,370) (52,046) (59,999)
Depreciation and amorti- _

zation included above..... 3,578 3,675 3,905
Cash flow 1/........... e (66,792) (48,371) (56,094)

Share of net sales (percent)

Cost of goods sold.......... 94.9 97.6 97.7
Gross profit................ 5.1 2.4 2.3
General, selling, and

administrative expenses... 15.5 16.8 18.1
-Operating (loss)............ (10.4) (14.3) (15.9)
Net (loss) before income )

taxes. ... ..ottt (20.1) (14.9) (17.8)

Number of firms reporting

Operating losses............ HxX Fokx KKK
Net losses..........ovvvvunn ladatal adatel atatel
Data. ..o iiienii ittt nnns *xX adatet Kdk -
1/ Cash flow is defined as net income or loss plus depreciation and
amortization.
Source: Compiled from data submitted in response to questionnaires of the
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U.S. producers’ net sales of all standard-lift ICs decreased by 3.7
percent, from $350.2 million in 1985 to $337.2 million in 1987. Operating
losses on such operations, in absolute dollars, were lower ih 1985 but higher
in 1986-87 than losses reported for IC forklifts that contain a domestic
frame. However, the operating loss margins were lower because the industry
lost less money on each dollar of sales of those forklift trucks containing an
imported frame. The operating loss margins increased from 10.4 percent in
1985 to 14.3 percent in 1986 and to 15.9 percent in 1987.

Selected income-and-loss data for standard-1lift ICs that contain an
imported frame only are presented in the following tabulation:

Item 1985 1986 1987
Net sales...... 1,000 dollars.. 81,556 Ladatel 155,793
Operating income (loss).do.... 2,354 KKK Hokk
Pre-tax net income (loss).do.. 3,807 Hkk HXK
Qperating income (loss)

margin............. percent. . 2.9 KKK FokX
Pre-tax net income (loss)

margin............. percent.. 4.7 atated k%

Selected income-and-loss data for domestically produced IC forklift trucks
with lifting capacity of 2,000-15,000 pounds, over 15,000 pounds, and .
electrically powered class 1 and class 2 forklifts are summarized in table 16.

Investment in property, plant, and equipment.--U.S. producers provided
data concerning their investment in facilities employed in the production of
all establishment products and for the specified forklift trucks. These data
are presented in table 17.

To provide an additional measure of profitability, the ratios of operating
income or loss to the book value of property, plant, and equipment (i.e.
return on fixed assets) employed in the production of all establishment
products and for the requested forklift trucks are also shown in table 17.
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Table 16 . .
Forklift trucks: Selected income-and-loss data, by types, accounting years
1985-87 :

Item 1985 1986 1987
IC forklifts 2,000-15,000 pounds:
Net sales.............. 1,000 dollars.. 268,670 falale 181,374
Operating (loss)......cveeuuen.n do.... (38,940) kX KKK
Operating (loss) margin...... percent.. (14.5) FoxK KKK
Number of firms reporting............. kot KKk KHK
IC forklift over 15,000 pounds: 1/
Net sales........cou0. 1,000 dollars.. 46,541 32,248 badats]
Operating (loss)................ do.... (4,373) XXX Fekk
Operating (loss) margin...... percent.. (9.4) XK Lt
Number of firms reporting............. 3 3 3
Class 1 electric forklift trucks: 1/
Net sales.......cccovuvun 1,000 dollars.. 138,087 163,257 158,827
Operating (loss)................ do.... (4,963) (5,495) ° (5,832)
Operating (loss) margin...... percent.. . (3.6) (3.4) (3.7)
Number of firms reporting............. 6 6 2/ 6
Class 2 narrow aisle: 1/ =
Net sales.............. 1,000 dollars.. 99,022 102,196 113,272
Operating income or (1055) ...... do....  (783) (1,573) 3,180
0perat1ng income or (loss) margin )
percent.. (0.8) (1.5) 2.8
Number of firms reporting ............. 5 5 5

1/ Detailed income-and-loss data on these operations are presented in app. C.

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

- Capital expenditures.--U.S. producers supplied data on their capital
expenditures for land and land improvements, building and leasehold
improvements, and, machinery, equipment, and fixtures used in the production
of all establishment products and for the specified forklift trucks. These
data are shown in table 18.

Research and development expenses.--U.S. producers' research and
development expenses for the specified forklift trucks are presented in
table 19.
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Table 17
Forklift trucks: Value of property, plant, and equipment of U.S. producers,
as of the end of accounting years 1985-87

(In thousands of dollars)

Item 1985 1986 1987

All products of establish-

ments: _ )
Original cost.............. 168,948 ' 176,027 179,621
Book value........ocvevennn 76,177 78,204 76,071
‘Return on fixed assets 1/.. (53.6) (60.2) (61.1)
* * * * * B %
* . %* * | * * %

Electric class 1:

Original cost...... e e reea 28,201 . 25,722 24,581

Book value........ccvvuu .. 16,718 14,089 12,209

Return on fixed assets 1/.. (29.7) (39.0) . (47.8)
Electric class 2:

Original cost.............. 12,452 8,951 11,235

Book value...... et 5,795 ' 4,073 _ 5,282

Return on fixed assets 1/.. (13.5) _(38.6) 60.2

1/ Defined as operating income or loss divided by book value of fixed assets.

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

Table 18

Forklift trucks: Capital expenditures by U.S. producers, accounting years

1985-87 .
. (In thousands of dollars)

Item _ ' 1985 ' 1986 1987

All products of establish-

nents:
Land and land improve- _ '

MentsS....oocuovennvensn e T Ak ‘ Kxk XHK
Building and leasehold

improvements............ falate N fatatel X%k
Machinery, equipment, and

fixtures.......ccvvevnne 4,768 8,315 7,424

Total........coivvenen 6,467 13,845 9,512
* * x x * X *

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Forklift trucks: Research and development expenses by U.S. producers,
accounting years 1985-87

(In thousands of dollars)

Item 1985 1986 1987
All products of establish-

MeNES. .t rivverenenennns 15,305 16,257 17,090
1€ 2,000-15,000............. 6,003 7,484 atads]
IC over 15,000.............. FHxK akoted Kok
Electric class 1............ 3,191 2,864 3,359
Electric class 2............ 3,069 3,764 - 3,352

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

Capital and investment.--The Commission requested U.S. producers to
describe the actual and potential negative effects of imports from Japan of IC
forklifts with lifting capacity of 2,000 to 15,000 pounds on their firm's
growth, investment, and ability to raise capital. Their responses are
" presented in appendix C. :

Consideration of the Threat
of Material Injury

Section 771(7)(F) (1) Bf the Tariff Act of 1930 (19 U.S.C. § 1675(7)(F)(i))
provides that--

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall consider,
among other relevant factors 1/--...

(II) any increase in production capacity or existing
unused capacity in the exporting country likely to result
in a significant increase in imports of the merchandise to
the United States,

(III) any rapid increase in United States market
penetration and the likelihood that the penetration will
increase to an injurious level,

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
"Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.” :
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(IV) the probability that imports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestic prices of the
merchandise,

(V) any substantial increase in inventories of the
merchandise in the United States,

(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is
actually being imported at the time) will be the cause of
actual injury, and

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign
manufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchandise under investigation.

U.S. consumption of the subject imports, as well as trends in imports and
U.S. market penetration are discussed in the section entitled "Consideration
of the Causal Relationship Between LTFV Imports and the Alleged Material
Injury." Factor IV is discussed in the sections entitled "Prices," "Lost
Sales,”" and "Lost Revenues." Information regarding importers' inventories and
the capacity of Japan to generate exports follows.

Importers' inventories

Inventories held by importers of the subject IC forklifts from Japan are
shown in table 20. During the period under investigation, U.S. inventories of
imported Japanese standard-lift ICs declined irregularly, falling to their
lowest point in 1987, both absolutely and as a share of importers' shipments.
As a rule, importers keep higher levels of inventories than do home-market
producers. In this case, importers' inventories were 7-10 times the number
held by U.S. producers. Monthly inventory data for the 2 Japanese producers
subject to Commerce's “critical circumstances"” determination are presented in
the section entitled "Monthly imports and inventories for Nissan and TCM."
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Table 20
Inventories of 1mpo:ted IC forklift trucks with lift capacity of 2,000-15,000
pounds, 1985-87

Item 1985 1986 1987

End-of-period inventories of
product imported from--

Japan (units).................. . 4,190 4,895 3,476
Other sources (units)........... adaded KK KRk
All sources (units)........... Fkok KKK ek

Ratio of inventories to U.S.
shipments for product
inported from-- 1/

Japan (percent).........coveeen. 19.1 ) 22.3 14.7
Other sources (percent)......... fadadel badadal KK
All sources (percent)......... XK KKK , Xk

1/ Ratios are based on data supplied by firms that reported both inventory and
shipments information.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Comm1bblon

The industry in Japan

The major producers of IC forklifts in Japan are, through their
affiliates in the United States, the major importers of the product into the
United States. Six of the producers were responsible for more than 80 percent
of imports from Japan during the period examined for this investigation.

These producers are: Komatsu Forklift Co., Ltd.; Mitsubishi Heavy Industries;
Ltd., Nissan Motor Co.; Ltd., Sumitomo Heavy Industries Ltd.; Toyo Umpanki
Forklift Trucks, and Toyota Motor Corp. (Toyota Automatic Loom Works). The
operations of Komatsu, Mitsubishi, Nissan, and Toyota are related to larger,
nore diverse manufacturing operations, with the latter three having facilities
dedicated to the production of automobiles and small trucks. Toyo Umpanki's
principal product is forklift trucks and Sumitomo Heavy Industries, Ltd.
produces forklift trucks thtough a joint venture with Yale Materials Handling
Corp.

Japanese production, domestic shipments, and exports for 1984 through
1987 are shown in table 21. The data in this table are derived from
statistics from the Ministry of International Trade and Industry (MITI), the
Japanese Industrial Vehicles Association (JIVA), and the Customs Bureau,
Ministry of Finance (Japan). Japanese production of standard-1ift ICs
increased irregularly during 1984-87, with production in 1987 about 4 percent
higher than production in 1984. Japanese exports to the United States
increased consistently throughout the period examined. Exports to the United
States as a share of total exports reached a high of 48 percent in 1986, up
from 40 percent in 1985. As part of a voluntary restraint arrangement
affecting all forklift trucks, exports of Japanese-produced IC forklifts to
the European Community are limited. The limit for 1987 is 14,000 trucks.
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Table 21
Standard-1ift ICs: Japanese production, domestic shipments (Japan), exports,
and exports to the United States, 1984-87

Domestic : Exports Export
shipments Total to the share to
Period Production (Japan) 1/ exports 1/ U.S. U.S.
————————————————————————————— Unitg—- e e Percent
1984.... 86,970 37,158 49,883 21,044 42.2
1985.... 94,720 40,401 53,800 21,512 40.0
1986.... 86,223 38,873 46,830 22,514 48.1
1987.... 90,487 42,395 49,706 23,570 47 .4

1/ Adjusted to exclude used trucks.

Source: State Department cablegram, derived from statistics from the Ministry
of International Trade and Industry (MITI), the Japanese Industrial Vehicles
Association, and the Customs Bureau, Ministry of Finance (Japan).

Other export markets include Australia, Canada, and Singapore. Japan imports
very few forklifts. 1In 1987, imports of all types of forklift trucks totaled
just 88 units, representing less than 0.2 percent of Japanese consumption.
Sweden was the largest supplier to Japan (68 forklift trucks), followed by the
United States (12) and West Germany (5). There are no tariffs on these
imports. 1/

As reported by the six major producers, their capacity to produce
standard-1lift ICs averaged about 89,000 units from 1985 to 1987 (table 22).
Capacity decreased slightly over the period, reflecting in part
Sumitomo-Yale's movement of some chassis-building capacity back to the United
States. Japanese producers were reportedly operating at near full capacity
during this three-year period. 2/ * % % is the largest producer in Japan,
followed by * * % agnd * * *, JIVA projects higher demand in the home market
for standard-lift ICs due to the general expansion taking place in the home
economy.

As discussed earlier, Sumitomo-Yale is moving its rolling chassis
production back to Yale's North Carolina facility and Komatsu began producing
forklifts during late 1987 at its facility in California. Mitsubishi and
Nissan plan to open factories in Texas and Illinois during 1988. Other
Japanese producers have indicated that they intend to open facilities in the
United States pending the outcome of the instant investigation. 3/

1/ Information on Japanese imports provided by Japan Economic Institute,
telephone conversation with Susan McKnight on April 18 and 26, 1988.

2/ % x X% of these producers' reported capacity based upon 1 shift devoted to
producing standard-1lift ICs and * * * producers reported capacity based on 2
shifts. Other types of forklifts were reported to be produced at these
facilities.

3/ See posthearing briefs for Mitsubishi and for Nissan, and “Japanese
Forklift Makets Shifting to U.S.," Manufacturinpg Week, Apr. 18, 1988.
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Table 22

Standard-l1ift ICs:: Production capacity, production, capacity utilization, total
shipments, inventories, and the ratio of inventories held in Japan to total
shipments, as reported by 6 producers in Japan, 1985-87

: Ratio of -inv.
Capacity Inven- Total to total

Period Capacity Production utilization tories shipments shipments
———————— Units———~——~--— Percent ——=—~—-Units------~ Percent A

1985.... 91,347 92,253 100.1 " 5,057 91,994 5.5

1986.... 87,047 83,605 - -96.0 _ 5,182 83,082 6.2

1987.... 89,147 86,954 97.5 3,156 88,677 3.6

Source: Compiled from data submitted by counsel to Komatsu, Mitsubishi, Nissan,
Toyota, Toyo-Umpanki, and Sumitomo-Yale.

Consideration of the Causal Relationship Between LTFV Imports
and the Alleged Material Injury

U.S. imports

U.S. imports 1/ of standard-lift ICs increased from * * * units in 1985
to * * % units in 1986, or by nearly 16 percent (table 23). Imports increased
slightly in 1987, up about 1 percent over 1986. Japan is the largest foreign
supplier of standard-1lift ICs to the United States, accounting for about 70
percent of total. imports during 1985-87. The United Kingdom was the second
largest supplier, accounting for an estimated 15 percent, followed by the
Republic of Korea at about 10 percent. 2/

Imports from Japan rose from 21,000 units in 1985 to almost 23,000 units
in 1987. Importers’ shipments of Japanese standard-lift ICs numbered 22,000
in 1985 and 1986, and 24,000 in 1987 (table 24). These shipments of the
subject imports accounted for approximately half of U.S. consumption of
standard-1ift ICs when measured in quantity, and a somewhat smaller but -
rising market share when measured by value (table 25).

Imports by domestic producers

Three domestic producers (¥ * *) imported standard-1lift ICs from Japan
during all or a portion of the period under investigation, with * *x x :
accounting for the vast majority of the imports. During the period of
investigation, these producers accounted for less than * * X percent of U.S.
production of standard-lift ICs. 3/ Imports by all U.S. producers that
imported during the period of investigation are shown in table 26.

1/ Data on imports were compiled from questionnaires sent to all known major
importers, which accounted for at least 95 percent of estimated imports during
1987. Official statistics do not provide separate data for the imports under
investigation. Official data also include imports of used forklifts which are
not subject to this investigation.

2/ Estimated using official statistics.

3/ % x x,
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Table 23
Fotklift trucks: U.S. imports for consumption, by types and by sources,
1985-87 '

Item 1985 1986 . 1987

Quantity (units)

IC 2,000-15,000:
Imports from—-

JapPan. . ...t v it 21,404 22,716 22,774
Other sources........... Jok K JekK KkK
Total.........covve. KXk KKk XK

IC over 15,000:
Imports from--

JaPAN. ...ttt vt e e 164 - 151 : 105
Other sources........... XXX Hokek K AK
Total.........covev.. Kk X kX KKK

Electric class 1:
Imports from—-

Japan....ccei ettt nenon 2,973 2,417 2,252
Other sources........... bodaded Kk AKX
Total........oevevvn. Kk K kK KKK

Electric class 2:
Imports from—-

Japan. .....cveveesrocnsnn K%Kk KKKk KKK
Other sources........... ' Jodex KKK KKK
Total......coevvvenn. FeR K KKK KK

Value (1,000 dollars)

IC 2,000-15,000:
Imports from--

JaPAN. . v e cvveveveonne ... 187,429 231,897 240,702
Other sources........... badadal Jekk KHK
Total.......c.vvveen. KAk b3 3 4 XK

IC over 15,000:
Imports from--

JaPAmN. . v v vreeenennnenn. 5,179 4,589 3,188
Other sources........... AKX ek HAK
Total.......ooveeennnn Jokx Rk KKK

Electric class 1:
Imports from--

Japan. ... ..o v et 26,220 24,993 24,735
Other sources........... adakel X%k KKk
Total.......... . kK AKX KKK

Electric class 2:
Imports from--

Japan. ......ieeeenvecnnn KEX XKk XAk
Other sources........... XKk XAk KKK
Total........covevuvnn KKK FKK KHeK

Continued on next page.
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Table 23--Continued '
Forklift trucks: U.S. imports for consumption, by types and by sources,
1985-87 : . . e

Iten : __ 1985 1986 1987

A Unit value (dollars per unit) 1/
IC 2,000-15,000: '
Imports from--

Japan. .. ...cieenieescnns : 8,757 . 10,209 10,569
Other sources........ SN fodaad ' . badadel 2 ¥k
Average..........co... XAK : KKK Fe¥ok

IC over 15,000:
Imports from—-

Japan...cvvvrerceeans e 31,579 30,391 - 30,362
Other sources........... L kkX KKK : AKX
Average.........o... .o XK ’ Kk X XKk

Electric class 1:
Imports from-- :
Japan........cci00enenn - 8,819 - 10,341 : 10,984

Other sources..... e e e o kX fadaded C fadaded
Average............... Fokx ' kX Lt

Electric class 2:
Imports from--

Japan........e0e0een Vees KKKk : Khk KKK
~Other sources........... A fadote ' Ladadal ST kK
Average..........oos.. Blalats L *xk - *xk

1/ Unit values were calculated from data submitted by firms supplying both
quantity and value information and may not be computed from above data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. .
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Table 24 o
Forklift trucks: U.S. shipments of ‘imported merchandise, by types and by
sources, 1985-87

Item . - 1985 1986 1987

Quantity (units)

I1C¢ 2,000-15,000:
Imported from--

JaPAN. . oo v v ervesnorosions 22,191 . 21,999 23,730
Other souUrceS...vv e KX C. adetall fodaked

Total......ooveevunnns ’ *kX ‘ KKK kR
IC over 15,000: '
Imported from—-

JaAPAN. ..o vve i 174 : 178 119
Other sources.......,... XKX ' KAK : Ik
Total............. e 2t ] KKK ‘ X ICK

Electric class 1:
Imported from—-

Japan...... Gttt 2,568 2,507 2,523
Other sources...... PR kK KK XK
Total.......... e Tk . Xk i XHK

Electric class 2:
Imported from--

Japan.......eeece. ces e badats] k% K%K
Other sources......,.... badaked . Kk Kk K

Total........... Yeee e KKK : KKK T

Value (1,000 dollars)
¢ 2,000-15,000: . :
Imported from--

Japan......... et 248,465 255,938 - 291,442
Other sources..... shes e KK KKK : A T 3.3
Total........... cees e KKK ek Fed Kk

IC over 15,000:
Inported from--

Japan......oee00ee seesne 5,922 ’ 7,347 4,104
Other sources........... JoXk K KHK KK
Total.....coeeneennnns FedeK Jodek KK

Electric class 1:
Imported from—-

Japan....co0teveecvcesen 30,245 29,718 : 31,056
Other sources........ oo fadadad KKK KA
Total................ . falalsl XXX AKX

Electric class 2:
Imported from—-

Japan.......... e I badadet Xk K KA K
Other sources........... badodel . Kkk * kK
Total......oveeenennnnn bakalad HKXK o

Continued on next page.
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Table 24--Continued
Forklift trucks: U.S. shipments of imported merchandise, by types and by
sources, 1985-87

Item 1985 1986 1987

Unit value (dollars per unit)_l/

ic 2,000-15,000:
Imported from—-

Japan. .. ... iee oo 11,197 11,634 12,282
Other sources........... badaed KKK Jodek
Average............. . XHxX Fedek K ¥k

IC over 15,000:
Imported from—-

Japan.........ccieeennnn 34,034 41,275 34,487
Other sources....... e fadadel badatad KKK
Average............. e AKX KKK T

Electric c¢lass 1:
Imported from--

JapdN. ...t evencannoens 11,778 11,854 12,309
Other sources........... fadadel KKKk KKK
Average..........oi00. oKk KKk K¥K

Electric class 2:

Imported from-- ) .
Japan ; XK o Jedok k¥

Other sources........... fatatal : K¥ KK
Average............ e kX KKK kK

1/ Unit values were calculated from data submitted by firms supplying both
quantity and value information and may not be computed from above data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 25

Market penetration of IC forklift.trucks with lift capacity of 2,000-15,000
pounds, 1985-87

Item 1985 1986 ' 1987

Share of consumption quantity (percent)

U.S. producers' shipments... KK KKK kK
U.S. shipments of imports
from--
JapaN. ...t ii e tntrenans 51.3 49.6 . 51.4
All other sources......... bakaded KK XXk
Total...........ovvuen fadadal AKX KKK

Share of consumption value (percent)

U.S. producers' shipments... KX kot ] kot
U.S. shipments of imports
from--
JAPAM . + oo eeeneenenn 42.3 42.1 46.3
All other sources......... fadatal ' fodated badated
Total..........ciivuunn kX ket . Kkk

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

Table 26
IC forklifts with a 2, 000 15,000 pound lift capacity: U.S. imports by

domestic producers responding to the Commission's questlonnalres, by companies
and by sources, 1985-87

Imports by the * * * U.S. producers (¥ * %) came from countries other
than Japan. * % * import primarily from Korea and Hyster imports from its
operations in the United Kingdom. Imports by these * * * U.S. producers rose
sharply during the period examined. * * * jmported more standard-lift ICs
than any other U.S. producer in every year.

Monthly imports and inventories for Nissan and TCM

For its critical circumstances determination, Commerce compared each
Japanese producer's exports to the United States during the period November
1986-April 1987 with the period May-October 1987. Nissan's exports during the
latter period were * * * percent greater than in the earlier period and TCM's
were * * X percent greater. Consequently these two producers’' exports were
found to be massive during the period after the petition was filed.
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Monthly imports and. U.S. inventories of standard-1ift ICs from the two
Japanese producers (N1ssan ‘and TCM) subject to the critical circumstances
ruling follow: .

Imports rose by * * * percent for the 6-month period (May-October 1987)
between the filing of Hyster's antidumping petition (Apr. 22, 1987) and
Commerce's preliminary determination (Nov. 24, 1987) when compared with
imports in the corresponding period in 1986, and when compared with the
6-month period (Nov. 1986-Apr. 1987) prior to the filing date. U.S,
inventories of imports from these two producers during the May-October 1987
period were lower on average than during the comparable period in 1986, but
higher when compared with those in the previous. 6-month period.

Prices

Prices of forklift trucks vary with the basic product features of the
1ift truck--the power source (IC or electric), the tire type, the basic lift
capacity, and, for IC forklifts, whether the engine is gasoline or diesel
powered. Price data received by the Commission generally indicate that,
within a given basic lift capacity, electric trucks are higher priced than IC
forklifts, even before the cost of a battery is included. Prices generally
increase with basic lift capacities; prices of forklift trucks with basic lift
capacities over 6,000 pounds are considerably higher than those in the
2,000-6,000 pound range as a result of larger materials costs and the small
volumes produced. Pneumatic-tire trucks require a bigger frame than cushion-
tire trucks of a glven basic 1ift capacity and are generally sllghtly higher
priced. 1/

Prices can also vary considerably with certain options requested by a
particular dealer or end user. Converting a . gasoline engine to a liquid
propane gas (LPG) system is a very popular option for cushion-tire IC
forklifts that may add up to-$600 to the price of a forklift. Other popular
options for forklift trucks (all types) include nonstandard masts
(approximately $500-$2,000) 2/ and special fork attachments such as
sideshifters ($700-$900). 3/ 1In addition, purchasers have mentioned less
popular options that can add several thousand dollars to the price of forklift
trucks. For example, carton clamps, fork attachments that pinch the load, and
"push-pulls,” attachments that eliminate the need for pallets, cost
approximately $7,000. 4/ Other options, such as non-standard backrests
(approximately $50-$60), are not costly. .5/

1/ Pneumatic tires are bigger than cushion tires.

2/ The cost estimates for non-standard masts and sideshifters are from
Yale's 11/24/87 price list for IC forklifts.

3/ Sideshifters, a popular -option, allow the forks to move horizontally near
the load and require additional hydraulic hosing.

4/ Field notes from meetings with * * x,

5/ This cost estimate is from * * *,
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Sales practices.--Producers and importers sell the majority of their
forklifts to dealers who, in turn, sell forklifts directly to end users. 1/
Most dealers purchase only one brand of standard-lift IC forklifts. 2/
Thus, dealers do not decide between U.S.-produced or Japanese forklifts to
meet a particular order. Producers and importers also have some sales
directly to the largest end users of forklifts. These customers, called
national accounts, generally purchase forklifts centrally for several U.S.
factory or warehouse operations.

Producers and importers publish price lists and offer dealers a
standard discount from list price. 1In addition, cash and special discounts
based on competitive conditions affect the net price paid. 3/ The dealer
will typically negotiate its discount with its suppliers concurrent with its
attempt to sell forklifts to the end user. In some cases, when the dealer
is selling from its own stock and cannot meet the competition's price, the
supplier may offer the dealer a rebate to facilitate the sale. Similar to
autonwbile dealers, forklift truck dealers have a complex relationship with
their suppliers involving advertising assistance, sales and service training
programs, special sales terms for dealers' inventory or rental, and a myriad
of other programs that are not fully represented in sales prices to dealers
but may affect purchasing decisions at the end-user level.

Producers and importers generally sell forklift trucks to dealers on an
f.o.b. shipping point basis. Data réceived by the Commission indicate that
U.S.-inland freight costs do not represent a substantial portion of dealers’
delivered acquisition costs. 4/ :

1/ Dealers also rent forklift trucks to end users. Reporting firms
estimated that 3,353 of the U.S.-produced and imported Japanese IC forklifts
they sold in 1987 were destined for their dealers' rental fleets. Two major
producers and two major importers stated that terms were slightly better on
sales for dealers' rental fleets, with the producers offering * * * and the
importers offering longer credit terms (3 to 6 years).

2/ Although a limited number of dealers of Japanese forklifts are believed
to purchase more than one brand of Japanese forklifts, dealers do not
generally purchase both Japanese and U.S.-produced forklift brands. Dealers
offering “U.S. brands" (* * *) have purchased trucks imported by their
suppliers, but the source decision is made by the manufacturers. For
example, Yale's dealers started purchasing imported Japanese IC forklifts as
a. result of Yale's 1983 decision to import certain trucks from Japan. 1In
instances in which dealers purchase more than one forklift brand, it is
believed that they are purchasing dissimilar trucks from these suppliers and
would therefore not consider more than one brand for a purchase. For
example, a dealer may purchase standard Hyster-brand IC forklifts and
purchase specialized electric forklifts from Crown.

3/ There are also dealer sales incentive programs that are similar to
discounts on total sales and would thus not appear on a particular invoice.
4/ The Commission asked producers and importers to report average U.S.
inland shipping costs for 5,000-pound IC forklifts at 50 miles, 100 miles,
and 1,000 miles. Even at 1,000 miles, the U.S. inland shipping costs
reported by most firms would be less than 5 percent of a dealer's delivered
purchase price.
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Purchasing factors.--1/ IC forklift trucks are finished capital goods .
used in a broad range of economic sectors. 2/ Whereas some end users utilize
forklifts in warehousing and distribution operations, others, including '
forklift manufacturers themselves, use forklifts in production operations.
Regardless of a particular end use, forklift trucks are a "big ticket" capital
goods item, ranging in price from $9,000 to more than $30,000. 3/ Although
purchasers have some flexibility to expedite or postpone purchases based on
general economic or firm-specific conditions, the primary component of demand
for IC forklifts is replacement of old IC forklifts., 4/ Over a typical useful
life of 5-15 years, service costs and depreciation are considered by users in
determining when and how many forklifts to purchase. A few purchasers have
commented that tax code changes can also affect purchasing decisions. As a
result of the durable nature of forklift trucks, purchasers buy forklifts
infrequently and are not likely to purchase different brands of the same type
in a given year.

Most putchasers agree that there are no significant physical or
performance differences between comparable Japanese IC forklifts and domestic
IC forklifts, that leadtimes for Japanese IC forklifts were equal to or less
than those for U.S. trucks, and that transportation costs do not play a major
role in purchasing decisions. Leadtimes for U.S.-produced trucks generally
ranged from 3 to 20 weeks; leadtimes for Japanese trucks generally ranged from
2 to 16 weeks. Whereas firms reporting that U.S. producers leadtimes were
longer than those from Japan slightly outnumbered firms reporting equal
leadtimes, no purchasers reported that leadtimes were the primary factor in
purchasing decisions. 5/ Although some purchases of U.S.-produced and
Japanese IC forklifts were reported on a-delivered price basis, the majority
of reporting purchasers stated that prices are usually quoted on an f.o.b.
shipping point basis for both U.S.-brand and Japanese-brand standard-lift IC
forklifts. 1In any case, U.S.-inland transportation costs generally represent
less than 4 percent of the end users' final purchase price.

1/ Information in this section was compiled primarily from purchaser
questionnaires received from 32 firms that, together, accounted for at least 3
percent of apparent U.S. consumption of standard lift IC forklifts in 1987.
The purchases of these firms are understated to the extent that a few '
reporting firms could not report their total purchases for 1987. Despite the
fact that these firms were identified as major national account purchasers by |
producers and importers, several firms reported that they generally purchase
domestic and/or Japanese forklifts from dealers rather than directly from
primary suppliers. Supplemental information was received in field meetings
and in telephone conversations with purchasers.

2/ Large end-user groups include the food and beverage, paper products,
general manufacturing, transportation, and national retail industries.

3/ The percentage of purchasers’ total annual budgets devoted to forklift

purchases may be small, however.

4/ See statement of Mr. Kilkenny, Hyster, iranscript of the hearing, p. 7.
5/ In a meeting with Commission staff * * %, a representative of * X %
explained that because it purchases U.S.-produced IC forklifts primarily for

‘their particular specifications, e.g., ¥ * %, it is willing to wait for those

specifications.
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Those purchasers who noted any general difference between the marketing
practices of suppliers of U.S.-brand and Japanese-brand forklifts most often
cited "service" or the "lack of a strong dealer network” as the major
disadvantage associated with purchases of Jupanese IC forklifts. 1/
Purchasers having national manufacturing or distribution facilities have
stated that some facilities prefer to purchase one brand of truck due to the
proximity or quality of a particular dealer. 2/ Due to the need for many
yeats of aftermarket support or service, differences in U.S. and Japanese
dealers may affect price tompetition between U.S-produced and Japanese
forklifts. 3/ One other difference noted was that, unlike U.S. producers,
Japanese forklift brands generally do not have strong national accounts
programs. Several purchasers reported generally negotiating directly with
U.S. ptroducers while having to negotiate with dealers to purchase Japanese
trucks.

Other factors affecting particular purchase decisions have more to do
with the extent of product differentiation in the industry in general. Only 4
of 32 purchasers listed price as their major determinant, and more than half
reported having selected, on one or more occasions during the period of
investigation, a supplier that was not the lowest priced supplier, suggesting
that purchasers perceive price differences roughly equivalent to product
differences. 4/ The two factors most commonly cited as the primary
determinant in particular purchasing decisions were quality and the ability of
a vendor to supply the particular specifications desired. 5/ Another
consideration mentioned was the desire of some end-user facilities to
standardize their fleet composition. A uniform fleet limits the spare parts
inventory necessary and reduces the information costs of operating and
maintaining trucks properly. 6/

1/ The question asked purchasers to describe any differences between U.S.-
brand and Japanese-brand suppliers in several areas, including "financing
terms, " "service," "warranties,'" "sales techniques," and “other (please
list).” No purchasers mentioned differences in marketing practices having to
do with financing of U.S.-produced vis-a-vis Japanese standard lift IC
forklifts.

2/ Field notes from meetings with * * * and * * %, Although purchasing agents
for national companies often solicit price quotations on a national basis,
several appear to give their various facilities the freedom to choose the
particular forklift trucks purchased based on service or specification
considerations. Thus, it is reasonable to assume that small non-national
companies may also consider similar issues.

3/ Five purchasers reported in their questiounnaire responses that they
purchased U.S.-brand IC forklifts in 1987 even though Japanese IC forklifts of
comparable physical quality were available at a lower delivered price, citing
dealer support offered by U.S.-brand suppliers as the explanation.

4/ Price is still an important determinant, however, with the majority of
purchasers listing it as their second or third consideration.

5/ Specifications desived appear to work to the advantage of either domestic
or Japanese suppliers. For examnple, the heavy duty engines available on some
U.S.-produced brands (also available as an option on the Hyster XL line, now)
are preferred by some customers, and certain IC forklift trucks available from
Japanese suppliers, e.g. 10,000 and 11,000 pound pneumatic-tire trucks, are
not made in the United States.

6/ Some large industrial users perform regular maintenance themselves.
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Price data.--As a result of extensive product differentiation and
suppliers’-design and sourcing changes over the period under investigation, it -
| was difficult to collect price data from producers and ‘importers that were’ -
directly comparable and consistent during the period and thus useful for both
price trends and price comparisons.

To obtain price-trend data accounting  for a major portion of industry
shipments, the product categories did not specify’ highly-variable:product
features, such as mast type, fork length, and attachments that can affect the
price. 1/ ~"More impoitént than. product compardbility, however, competition
between U.S.-produced and imported Japanese- forklift trucks occurs at the
end-user level.. "As a result of these considerations, producers’'-and .-
importers' price data collected in this final. inivestigation are not easily
used for the purposes of price comparisons, and such dlrect compar1bons are
not presented in this Leport ' :

Because the decision to purchase forklift trucks fiom a .supplier of
U.S.-produced or imported Japanese forklifts 'is' mdde at the 'end-user level,
meaningful price comparisons involve producers' and .importers® direct sales to
large end users and exclusive dealers' sales to end users. To collect price
comparison data, the Commission requested the largest national-account
customers (end users) of producers and importers to provide detailed price and
product-feature information about their recent forklift purchases. 2/ The
Commission also vequested dealer$ in five major market areas for forklift
trucks to provide sales prices to end users. Although both dealer and
purchaser data measure prices at the end-user level, purchaser data received
by the Commission minimize price“variation caused by specification
differences. Due to the importance of product-feature price variation,
purchaser data are used for price comparisons in this report.

Purchase price comparisons.--The Commission asked purchasers to report
net prices paid for their five largest IC forklift purchases (by quantity) in
1987 along with supplemental information on any competing suppliers considered
and subsequently rejected in these purchase decisions. 3/ Because price

1/ In the preliminary investigation, the specification of mast type and fork
length appeared to limit the shipments reported in each product category
because these product features are highly variable. Reporting firms could
disaggregate sales by basic capacity, tire type, and engine type but had great
difficulty selecting all sales that had the specified mast and fork length.
Thus, in an attempt to improve coverage of data used for price trend analysis,
the pricing products have changed considerably since the preliminary
investigation. 1In addition to several new products, the product definitions
no longer specify the type of mast and fork length.

2/ Although tlhe majority of forklifts are sold one «r two at a time through
dealers, national account customers were believed to be the types of
purchasers who could generally provide the Comm1551on w1th prlce 1nformat10n
on both U.S.-prgduced and Japanesée IC forklifts: :

3/ Purchasers who did not buy any IC- forklift trucks in 1987 were’ asked to
report price data for thelr maJor putchaseb ‘in 1986 -

A IR
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quotes are generally made on an f.o.b shipping point basis for both U.S. and
imported forklifts, purchasers' rejected price quotes are generally f.o.b.
prices and most comparisons are on an f.o.b. basis. 1/

Unlike data collected from producers and importers, the price section of
the purchaser questionnaire did not specify IC forklift product types.
Instead, purchasers identified the trucks they purchased by lift capacity,
tire type, engine type (gas, LPG, or diesel) and size, mast height, fork
length, and any special features, as well as by supplier and model number.
Rejected price quotes were identified by supplier, model number, and country-
of-origin (if known). In many instances, purchasers were not sure of the
origin of forklifts sold under U.S. producers’ btands.

Because U.S. producers supply part of their product lines from imports,
staff determined to the extent possible which models sold by U.S. producers in
1987 were produced in the United States with a U.S.-produced frame on the
busis of information provided by Caterpxllar. Clurk, Hyster, and Yale. This
information is summarized below. : )

1/ In a few instances as noted, the final delivered price of the purchased
forklifts is compared to rejected f.o.b. price quotes. F.o.b. price
comparisons and price comparisons on a dissimilar freight basis are
considered appropriate in this investigation because U.S.-inland
transportation costs represent a small proportion of the final delivered
price of forklifts. o
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In addition to country of origin, model numbers reported by purchasers
also indicate the type of engine standard on a particular truck. An issue
that has been raised in the context of price comparisons is the comparability
of engine sizes. 1/ There are three basic engine size ranges--"small" four-
cylinder engines of approximately 90-125 cubié inches displacement, "medium"
four-cylinder engines of approximately 145-185 cubic inches, and "large" 4 or
6-cylinder engines of approximately 225-260 cubic inches. Within a given lift
capac1ty, producers and importers may offer models w1th one or more engine
sizes. 2/

Respondents have argued that it is inappropriate to compare prices of
U.S. and imported IC forklifts that have different engines, alleging that U.S.
producers sell more trucks with larger engines in the United States than do
suppliers of Japanese models. However, many of the price comparisons received
by the Commission involved instances in which purchasers were, in fact,
deciding between IC forklift models with different standard engine sizes on
the basis of price. 3/ Some of these involved minor engine differences--large
engines compared with medium engines, or medium engines compared with small
engines; others involved decisions between large engines and small engines.
None of the purchasers who provided price comparisons explicitly mentioned
engine size as a reason for rejecting a competing price quote. In addition, »
price comparisons do not appear to vary consistently with the comparability of
engine sizes. Therefore, price comparisons involving models with standard
. engine differences are presented in this report with the caveat that engine
differences may account for some varlatlon in price levels of U.S.-produced
vis-a-vis Japanese IC forklifts. This ISbUe.ls further explored in the
discussion of particular price comparisons.

1/ Another issue that should be mentioned briefly in the context of price
comparisons involves lift capacities. Depending on a purchaser's lift ,
requirements, it may be able to use either 2 6,000-pound IC forklift from one
supplier or a 5,000-pound lift capacity truck from another buppl1er with a
different frame design or counterweight. ' Because there is some flexibility
with respect to lift capacity, a few price comparisons presented involve
slightly different 1lift Lapdcltles '

2/ X X X,
3/ Model information reported in producers' and importers' questionnaires, and
in Pocket Specs, Lift trucks, vols. 1 (IC Cushion tire) and 2 (IC Pneumatic
tire), 1987 editions, published by Dataquest, a division of Dun & Bradstreet,
was used to determ1ne the standard engine sizes of models used for price
compatlbons
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Besides rejected suppliers' net prices, the Commission requested
purchasers to report the reasons they rejected each offer. These reasons are
examined below. Alternatively, purchasers were asked to explain why other
suppliers were not considered for a purchase. Several purchasers reported not
considering 2 second supplier for one or more of their five reported IC
purchases. Reasons cited for not soliciting price quotes from other suppliers
included local dealer support, fleet standardization, quality, specifications,
plant preference, and price.

Seventeen firms, whose total 1987 standard-lift IC forklift purchases
accounted for approximately 1 percent of apparent U.S. consumption, provided
complete price comparison data for this report. 1/ Some price comparisons
provided by these firms had to be rejected because staff could not determine
the country of origin of trucks involved in certain transactions{

The price data provided a variety of possible price comparisons to
evaluate. For the purposes of this report, price comparisons of three types
are presented. The first involves price comparisons in instances in which
Japanese-produced IC forklifts were purchased in lieu of U.S.-produced
forklifts. The second set consists of instances in which U.S. producers*
domestic frame trucks were chosen over Japanese forklifts. Finally, there are
price comparisons available for instances in which U.S. producers' imports
from countries other than Japan were accepted, and U.S. or Japanese forklift
trucks were rejected. This method resulted in 25 price comparisuns between
U.S.-produced and Japanese IC forklifts, 17 price comparisons between U.S.
producers' non-Japanese imports and Japanese IC forklifts, and 9 price
comparisons between U.S. producers’' imports and U.S.-produced trucks. 2/ In
tables 27-29, as well as in the discussion below, all percentage margins
involving U.S.-produced vis-a-vis Japanese trucks are reported in relation to
the U.S. model's price. 3/

Japanese IC forklifts purchased.--Purchaser price data provided 20 price
comparisons involving U.S.-produced IC forklift trucks rejected in favor of
Japanese trucks. These price comparisons involved a total of 49 Japanese IC
forklift trucks purchased in 18 separate transactions (table 27). 4/ Eighteen

1/ This number is understated to the extent that a few firms did not report
their total 1987 purchases of IC forklifts in 1987. Thirty purchasers
provided some price data to the Commission. Of these, 17 firms provided
complete price comparison data, 5 firms did not provide price comparisons
because they did not consider other suppliers for their reported purchases, 5
firms provided data that could not be verified for this report, and 3 firms
considered only U.S.-produced or only Japanese suppliers for reported
purchases.

2/ The only types of price comparisons not presented in this report are those
involving purchases of Japanese trucks in lieu of U.S. producers' rejected
price quotes for non--Japanese imports, and those price comparisons between
various rejected price quotes. Price comparisons between rejected price
quotes are considered less desirable because the purchaser's stated reason for
rejecting each quote may not be relevant to competition between the two
rejected models.

3/ Percentage margins for price comparisons between U.S. producers' imports
and Japanese trucks are reported in relation to the Japanese models' price.
4/ Two purchases involve more than one rejected U.S. truck.



Table 27

Prices of Japanese standard-1ift ICs purchased in 1987, price quotes received for competing U.S.-produced forklifts, margins (per unit) by which Japanese
forklifts undersold or (oversold) the U.S. product, and reasons for rejecting the U.S.-produced forklifts, as reported by end-user purchasers

Basic Margins of under-
1ifec : Japanese brand Re jected selling or (over-
capacity Tire Engine and model U.S. brand U.S. Japan Price selling)
Purchaser ~pounds-~type type purchased and model price- price basis Absolute FPercent Redson rejected
fabeded **%*  Cushion LPG kAk Rk AR kkk kk% bbbl 7.0 Price and delivery.
&k ok Rkk Cushion Gas Kkkk kkk dkk kkk ARk kkk 14.7 Higher capital cost,
poor dealer service.
il **%*  Cuyghion LPG L dd _Ak L3 Rk *hk Ak 5.7 Pertormance and price.
TS ***  Cyghion LPG Kk T ik Akk k% *hR 12.7 Price-
fadaled ***  Cughion LPG LA hkk k% kel kkk AR 10.6 Price.
) >
: )
Kk ***  Cushion LPG *Ak A% Y xkh *kk *kk 7.8 Preference for **#* v
components because they
are all manufactured by
Rk
. Rk **%*  Cyshion LPC ARk Ak hkk AkR hkk Akk 7.8 Preference for ***
components because they
are all manufactured by
kAk——%%% truck has
the older *** engine.
*ak **%  Cughion LPG *kk Lidd LL Ll kkk b (12.6) - Plant preference for ***,
hxn *%%  Oyshion LPC kkk RA% kR AR RAR Yy 19.8 High price.
Rk % *%%  Cushion LPG Ll Lt LLL] Ll *kk Rhd (7.8) Based on total evaluation
fabad faadel wekk LA Ak LiL 5.9 of 11ft, parts availability,
service, & price.
bbb **%*  Cughion LPG khk Lbdd Ak LA i *hk KAk 7.5 Same as above for both models.
Ank TS Ak Rk (3] 17.5



Table 27--Continued
Prices of Japanese standard-1ift ICs purchased in 1987, price quotes received for competing U.S.~produced forklifts, margins (per unit) by which Japanese
forklifts undersold or (oversold) the U.S. product, and reasons for rejecting the U.S.-produced forklifts, as reported by end-user purchasers

Basic . Margins of under-
11ft Japanese brand Rejected selling or (over-—
capacity Tire Engine and model U.S. brand Uu.s. Japan Price selling)
Purchaser ~pounds==type type purchased and model price price basis Absolute Fercent Reason rejected
*AR *%%  Cushion LPG Rk k Ak Rk *hk akk Kk k 7.5 Quality & price
. ke . considerations.
Ank *A%  Cughion LPG Rk Ak Akk Fr *hk ARk 0.8 Price.
Rk
i *%*%*  Cuyghion LPG bl ok L i *A% Lt RRR 18.5 Price & delivery.
L #*%*  Cushion LPG A% kK badeded *kk Llbd Rk 21.8 Price & delivery.
fabebed . *%%  Cughion Gas *hk ek ok Lbd *hk ik hadaled 11.2 Higher capital cost.
KR . ’
RAk *%*  Cughion LPG hAk hkk (3.1 2N RAR *hk *okk 4.1 Plant preference for ***,
Ll Ll LT bl wkh 0.3 Plant preference for ***.

85-v

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



Table 28

Prices of U.S. produced standard-1ift ICs purchased in 1987, price quotes received for competing Japanese forklifts, margins (per unit) by which the
Japanese forklifts undersold or (oversold) the U.S. product, and reasons for rejecting the Japanese forklifts, as reported by end-user purchasers

Basic Margins of under-
1ife . U.S. brand Re jected selling or (over-
capacity Tire Engine and model Japanese U.Ss. Japan Price selling)
Purchaser ~~pounds=type type purchased brand and model price price basis Absolute Percent Reason rejected
Rk *%%*  Cughion LPG bl hkk k% Rk *kk *kk 0.9 Poorer value compared to
*kk unit purchased.
Rk k **%  Cushion Cas rAk ok k *hk kA Kk Ak Ak (11.1) Price.
Ak *%%  cushion Diesel  **# Rk *hk *hk kdk *hk 1.6 Plant preference, price.
khk Akk ’
Ak k *%%  ‘Cushion LPG RAk Rk ARk k% hkk Rk 23.6 Capacity of quad mast too
kel low; other sqpplier had
capacity. '
LE 2] Ll i Cushion Gas ARk Akk ARR kkk Ll k& (0.7) Price and performance during

demo.

1/ This model number indicates a large engine.

: Z/ This price comparison is for a 1986 purchase of forklifts.
3/ This model number indicates a medium or mid-size engine.
%/ This model number indicates a small engine.

Source: Compiled from data submitted in response to questlonnaires of the U.S.

International Trade Commission.
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Table 29

Prices of U.S. producers' imported standard-1ift ICs (from countries other than Japan) purchased in 1987, price quotes received for competing Japanese and
U.S.-produced forklifts, margins (per unit) by which producer imports undersold or (oversold) the Japanese and U.S. products, and reasons for rejecting
Japanese and .U.S.-produced forklifts, as reported by end-user purchasers

Basic Margins of under-
Lift Producer import Re jected price quotes Rejected Producer selling or (over—
Capacity Tire Engine brand and model Brand and price import Price selling)
Purchaser ~pounds—~=type type purchased model number Country quote price basis Absolute Percent keason rejected
*k Kk ***  Ppeumatic Cas T *kk Japan *kk *kk ARk Rk K 1.0 ‘Price.
Rhk . Japan Ll bdald L] fadadd (18.8) No local service.
RRK
el *%%  Cughion LPG ki k khk Japan *kk *hk *hk *kk 0.9 Price.
Ll ol Japan Ak faladd okl faladl (10.2) No local service.
AkK
Kk Japan *kk *kk *kk Ak (10.1) No local service.
Ak u.s. Rk hhk hhk Akk (4.0) Maneuverability. .
A T -
. )
*ok ok ***  Cushion LPG k% kK Japan Ak LI L] hkk * %k (3.5) Capacity. e
*kk Japan Aok k *kk kAKX xkk (3.6) Capacity.
Rk k :
hkk Japan kAR *Ak ARk kkk (21.5) Capacity.
Rk K *kk Pneumatic Cas *hk 3.1 Japan hhk kkk *k& kkdk (16_3) PYoor operatjng
experience.
hkk . .
badaled u.s. Lidd k% *kk Ak (6.1) Desire to standardize.
kX bidd Cushion LPG k& k& Japan ok k hhk Ak LE L (8.7) Didn't have **#*,
faldd didn't have gauges.
*k% U.S. hRk kkk khk Rk 16.0 Price.
bkl **%%  Cughion LPG ol *kk Japan *hk *hk kK kkk 0.8 Specifications.
B3 khk Japan *kk Rk Ll fadal 2.6 Specifications, price,
and operator
preference.
Rk kkk Cushion LPG *kk Ak Japan Ak k kAk kkk rkk 0.3 Operator preference. .
kR Japan o] Ll *hk hEx (14.1) Operator preference.
Rk k
Akk u.S. *hk AAR xkk kA% 4.5 Price.



Table 29--Continued

Prices of U.S. producers' imported standard-lift 1Cs (from countries other than Japan) purchased in 1987, price quotes received for competing Japanese and
U.S.~produced forklifts, margins (per unit) by which producer imports undersold or (oversold) the Japanese end U.S. products, and reasons for rejecting

Japanese and U.S.-produced forklifts, as reported by end-user purchasers

- Basic . j Margins of under-
Lift Producer import Rejected price quotes Re jected Producer selling or (over-
Capacity Tire Engine brand and model Brand and price import Price selling)
Purchaser —pounds~-type type purchased model number Country gquote price basis Absolute Percent Reason rejected
*k X LEL cUgh,on LPG Ak khk U.S. Ak kk % kK *hk 0.3 Plant preference for
‘ *kk . Rk ’
*kk U.S. hkk LR LEL kR k 2.9 Plant preterence for
: . ARk
Lid **%*  Ppneumatic’ LPG bl A . bkl u.s. bl kA% wxx ol 3.2 Plant preference lor
: ) : ' ' Kk
aan *%%  Cushion LPG o o ***.; Japan k% hkk Ak *kk (4.9) kngineering preference.
. : ’ Rk Japan (13 L LI 1 1 . kK -(6.0) ° Quality considerations;
ARk - ) : _ . service concerns.
LT 2 . . Japan  #%# “AkA - Rk P 0.8 Price.
- ! S . . By
AR . U.S, - hax . LLL IR 1 4 ~(3.5) Qualily——purchased from
) - ' ’ ' o this supplier in 1985
~and had breahdown,
; ' problems & .high
maintenance Costs™
L ' ©U.S. | ww Rk Rk Ll " 6.8 - Pricev

’

Source: Compiled fromudata_squitteq in response to questionnaires df the UgS.'lnterﬁétionhl_Trade Commission. . ) LT

19-V



A-62

of these price comparisons show prices of the purchased Japanese IC forklift
trucks below those of U.S.-produced forklifts, with margins of underselling by
Japanese suppliers ranging from 0.3 to 21.8 percent of U.S. models' prices.
Although some of the highest margins of underselling, 18.5 and 21.8 percent,
were observed in purchases in which large-engine U.S. models were rejected in
favor of medium-engine Japanese trucks, 9 of 10 price comparisons involving
comparable engine-size ranges also showed underselling. Margins of
underselling by Japanese models in these instances ranged from 5.9 to 19.8
percent. The median margin of underselling for the price comparisons
involving conpletely comparable engine sizes (11 percent) was similar to that
for all 18 price comparisons in which purchased Japanese trucks were priced
lower than the rejected U.S. model (8 percent).

Two price comparisons reported by * * * concerned a purchase of a
large-engine Japanese truck from * * * in lieu of two medium-engine U.S.-
produced trucks. These price comparisons also showed underselling by ,
suppliers of the Japanese trucks, although the margins in these instances were
small (0.3 to 4.1 percent of U.S. models' prices). These price comparisons,
together with the similar median margins discussed above, suggest that engine
size is not the sole determinant of price behavior of domestic and foreign
suppliers, and that, in instances in which Japanese trucks are - purchased,
Japanese trucks are generally lower priced than domestically produced IC
forklifts regardless of engine size.

Reasons cited by purchasers for rejecting U.S.-produced models in these
purchases were roughly split between considerations of price alone, price
‘together with another quality (delivery or performance), and plant
preference. 1In one instance, * * * reported paying almost 13 percent more for
Japanese forklift trucks to satisfy a plant preference for Toyota forklifts. 1/

U.S.-produced IC forklifts purchased.--In five instances, purchasers
rejected Japanese IC forklifts in favor of U.S.-produced trucks (table 28). 2/
These 5 price comparisons, involving a total of 17 trucks, show prices of
rejected Japanese IC forklifts lower than prices of domestic trucks in 3 of 5
purchases. Margins of underselling by Japanese suppliers on these three
purchases ranged from 0.9 to 23.6 percent of U.S. model prices. The * * x
and * X X purchases of 8,000-pound IC forklifts involve large-engine
U.S.-produced forklifts purchased in lieu of comparable large-engine Japanese
forklifts. 1In the * * % price comparison, the price of the rejected Japanese
* x x IC forklifts was 0.9 percent lower than the price of the 2 U.S.-produced
* % X ynits purchased. The * * * price comparison involves 9 Japanese * * %
IC forklifts rejected * * * that were 11.1 percent higher priced than the
comparable U.S.-produced * * * units purchased.

"1/ As mentioned in the section on purchasing factors, plant preference may
develop due to the quality or proximity of a particular forklift dealer.
2/ These instances are so few primarily because U.S. producers have ceased
U.S. production (by the frame definition) of several models and now import
these models from countxles other than Japan.
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The 3 remaining price comparisons on purchases of U.S.-produced trucks
concern U.S. models with larger engines than those of the rejected Japanese
nodels, either large-engine U.S. models compared to medium-engine Japanese
models or medium-engine U.S. models compared to small-engine Japanese models.
These price comparisons exhibit a variety of results ranging from small
overselling by a Japanese model (0.7 percent above the U.S. model price) to
bubbtantlal underselling by a Japanese model (23.6 percent below the U.S.
model's price).

There are too few reported instances in which U.S.-produced models were
purchased in lieu of Japanese trucks to generalize about the reasons for
purchasing U.S.-produced forklifts. * * X reported rejecting a Japanese
forklift truck priced 24 percent below the purchased domestic forklift truck
because the Japanese truck could not satisfy * * % gpecifications.

Producers' non-Japanese imports purchased.--The largest number of price
comparisons were provided for 10 reported purchases of U.S. producers' IC
forklifts imported from countries other than Japan, in which purchasers
rejected price quotes for Japanese or U.S. models. * * %, 1/ These price data
resulted in 17 such comparisons involving a total of 21 units purchased for
Japanese IC forklifts and 9 for U.S.-frame forklifts. These data suggest that
whereas U.S. producers' imports are generally priced lower than U.S.-produced
models, producer imports are not generally priced below competing Japanese IC
forklifts.

~ In 11 of 17 price comparisons with Japanese IC forklifts, the U.S.
producers’ imports were purchased even though they were higher priced than
(oversold) Japanese forklifts by margins ranging from 3.5 to 21.5 percent. 2/
In six of nine price comparisons with domestic forklifts, however, U.S.
producers' non-Japanese imports undersold competing U.S.-frame models by 0.3
to 18.0 percent. Five price comparisons between producer imports and domestic
IC forklifts involving .completely comparable engine sizes resulted in three
instances of U.S. producers' imports underselling U.S. frame models by 0. 3 to
18.0 percent. The two instances of U.S. producers' imports overselling
U.S.—frame models with comparable engines yielded margins of 3.5 and 4.0
percent. : )

A wide range of reasons were cited by purchasers for rejecting Japanese
or U.S.-frame models in favor of producers’ imports. 3/ Japanese trucks were
rejected for such reasons as price, the unavailability of local service,
operator preference for a particular forklift brand, and particular
specification considerations. * * % reported purchasing comparable U.S.-
brand imported trucks that were roughly 10 to 18 percent higher priced than
Japanese trucks because the Japanese suppliers could not offer local
service. The fact that purchasers generally bought the producer imports even
though they were higher priced than Japanese models suggests that these

1/ * % %,

2/ In only one of these instances was engine comparability an issue. In this
instance, * * % reported purchasing a medium-engine imported * * * brand * * *
truck that was 4.9 percent higher priced than the rejected laxge eng1ne
Japanese * * * mwodel.

3/ Many putchabels were unaware that the trucks they purchased were not
manufactured in the United States.

KO
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nonprice factors may have played a role in these purchasers' decisions to
purchase U.S. producers' imports. U.S.-frame trucks were rejected for such
reasons as price, plant preference, and the desire to standardize a fleet.

Producer and importer price trends.--The Commission reéquested producers
and importers to provide quarterly price and value data for sales of the
forklift trucks listed below:

PRODUCT 1: Internal combustion engine fofklift truck, cushion
tires, 3,000 pound basic lift capacity, LPG system.

PRODUCT 2: 1Internal combustion engine forklift truck, cushion
tirves, 5,000 pound basic lift capacity, LPG system.

PRODUCT 3: Internal combustion engine forklift truck, pneumatic
tires, 5,000 pound basic lift capacity, gasoline engine.

PRODUCT 4: Internal combustion engine forklift truck, pneumatic
tires, 8,000 pound bhasic lift capacity, diesel engine.

PRODUCT 5: 1Internal combustion engine forklift truck, pneumatic
tires, 11,000 pound basic lift capacity, diesel engine.

PRODUCT 6: Class 1 electric forklift truck, sit-down rider with
four (4) wheels, cushion tires, 5,000 pound basic lift capacity,
power and control system designed for either 36- or 48-volt
batteries.

PRODUCT 7: Class 2 electric, narrow-aisle forklift truck, reach
type outrigger (within lift code #3 of ITA class 2 trucks),
stand-up rider, 3,000 pound basic lift capacity, power and control
system designed for 24-volt battery.

For sales during January 1985-December 1987, the Commission requested (1) the
net value and quantity of total shipments to dealers in each quarter and (2)
f.o.b. point of shipment price data for the reporting firm's largest sale (by
quantity) to dealers in each quarter. 1/ 2/

For the purposes of analyzing price trends of U.S.-produced and imported
Japanese forklifts, quarterly net unit values, calculated from values and
quantities for total quarterly shipments to dealers, were used instead of

1/ To collect some price information on producers' and importers' direct sales
to end users, the Commission also requested quarterly total shipment and
largest sale information for producers' and importers' sales to national
account customers of the highest volume, 5,000-pound cushion-tire IC forklift
truck (product 2).

2/ Batteries for electric forklift trucks are generally added at the dealer
level. Thus, prices requested for the electric forklift products 6 and 7 were
"less battery" prices.
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reported prices of the largest quarterly sale. 1/ Unit values presented for
U.S.-produced forklifts include only those forklifts that have a U.S.-produced
frame; forklifts assembled in the United States with a. foreign frame were
considered imports for the purpoaes of - th1s 1nvebt1gat10n

R f

* * * y,S. producers, accountlng-for over 95 percent of total 1987
domestic shipments, and * * * importers of Japanese forklifts, accounting for
over * * * percent of total 1987 Japanese imports, provided usable unit value:
data for standard-lift IC forklifts (2,000-15,000 pounds), although .not
necessarily for all products or periods requested. 2/ .In.particular,-

* % % discontinued U.S. production of several of the IC forklift products
chosen for pricing analysis in favor of overseas production or U.S. assembly of
forklifts with a foreign-produced frame, i.e. -imports..3/ .4/ As a.result, '

* * *, TIn addition, full-period price trends are unavailable for the .
11,000-pound IC forklift because this truck was not manufactured:in. the United
States with a U.S.-produced frame during 1987. 1/ Reported quarterly shipments
used to calculate unit values of the five specified IC forklifts. covered

" approximately * * X peércent of both total domestic bhlpments ‘and. Japanese
import bhlpments of standard lift IC forkllfts in- 1987.

1/ Conmission staff chose this approach for several reasons. Most important,
even the largest quarterly sales to dealers of a particular product generally
‘involved small quantities. Thus,:price-trend analysis based on the largest’
quarterly sales would cover a small quantity of the total quarterly shipments,
of each product. Second, producers and importers reported several quarterly
prices involving sales of a single truck. In these instances, the reporting
firm would be able to choose the single truck transaction to report from many
possible single-truck sales. Quarterly f.o.b. prices reported for multiple
truck sales to dealers generally represented an average f.o.b. price of
largely similar trucks with certain differences in options sold. Accordingly,
the largest sale prices were also unit values but represented only a small
portion of total quarterly shipments of each product. Finally, industry
representatives have stated their belief that‘using’ unit values for price:
trends would minimize apparent price fluctuations due to option variation. A
representative from Hyster expldained that shipments with costly options would
have less effect on the unit value foz total shlpments than on the price for

that shipment.
2/ % x %,

3/ % Xx %, .
4/ In the upper standard-lift capac1ty ranges included in this, 1nvebtlgat1on,
forklift trucks generally have pneumatic tires. 1In an attempt to collect
price data representative of different capacity ranges, three of the IC
forklift product categories involved pneumatic-tire trucks. * % x,

+
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* X % y,S. producers provided some unit-value price data for Class 1
electric forklifts, and * * * U.S. producers provided price data for Class 2
" narrow-aisle electric forklifts. These producers accounted for over 50
percent of total 1987 domestic shipments of these forklift truck classes.

* * % importers provided unit-value data for Japanese Class 1 electric
forklifts. * * * importers provided unit-value dat