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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-388 (Final)

CERTAIN ALL-TERRAIN VEHICLES FROM JAPAN

Determination

‘On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 (19
U.S.C. § 1673d(b)) (the act), that an industry in the United States is not
materially injured or threatened with material injury, and the establishment of
an industry in the United States is not materially retarded, by reason of
imports from Japan of all-terrain vehicles (ATVs), provided for in subheading
8703.21.00 of the Harmonized Tariff Schedule of the United States (these
products were previously provided for in item 692.10 of the Tariff Schedules of
the United States), that have been found by the Department of Commerce to be

sold in the United States at less than fair value (LTFV).

Background

The Commission instituted this investigation effective September 12, 1988,
following a preliminary determination by the Department of Commerce that
imports of ATVs 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 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 of October 26, 1988 (53 F.R.
43275). The hearing was held in Washington, DC, on January 26, 1989, and all
persons who requested the opportunity were permitted to appear in person or by

counsel.

1/ The record is defined in sec. 207.2(h) of the Commission’s Rules of Practice
and Procedure (19 CFR § 207.2(h)), as amended, 53 F.R. 33041 (August 29, 1988).







' VIEWS OF THE COMMISSION

We unanimously determine that a domestic industry in the
United States is not materially injured or threatened with
material injury by reason of imports of ail-terrain vehicles
. (ATVs), assembled or unassembled, from Japan that are sold at
lesg than fair value (LTFV). 1/

Like Product

To make its determinations under the statute, the Commission
must first define the relevant domestic industry producing the
relevant domestic like product. An industry in the United States
is defined as "the domestic producers as a whole of a like
product, or those producers whose collective output of the like
product constitutes a major portion of the total domestic
production of that product." 2/ The term "like product" is in
turn defined as "a product which is like, or in the absence of
like, most éimilar in chafacteristics and uses with, the article
subject to an investigation . . . ." 3/

The article subject to investigation is defined by the

1/ As discussed more fully below, we determine that the
domestic industry in this investigation is established and that
material retardation of the establishment of an' industry
therefore is not an issue. '

2/ 19 U.S.C. § 1677(4).

3/ 19 U.S.C..§ 1677(10).



Commerce Department, which in this case made a final
determination of sales at LTFV with respect to--
certain all-terrain vehicles, assembled or unassembled,

provided for in item 692.1090 of the Tariff Schedules

of the United States Annotated (TSUSA) and classifiable
under sub-heading 8703.21.0000 of the Harmonlzed Tariff
Schedule. 4/

In determining which domestically produced products are like
the subject imports, the Commission examines a number of factors,
including: (1) physical characteristics and uses, (2)
interchangeability, (3) channels of distribution, (4) common
manufacturing facilities and production émployees, (5) customer
or producer.perceptions, and (6) price. 5/ No single factor is
dispositive, and the Commission may consider other factors it
deems relevant based on the facts of a given investigation. The
Commission looks for cleér dividing lines between like products;

minor distinctions are an insufficient basis for finding ‘separate

4/ Certain all-terrain vehicles are motor vehicles
designed for off-pavement use by one operator and no
passengers and contain internal combustion engines of
less than 1000cc cylinder capacity. The ATVs under
investigation are non-amphibious, have three or four
wheels, and weigh less than 600 pounds. They have a
seat designed to be straddled by the operator and
handlebars for steering control.

54 Fed. Reg. 4864 (January 31, 1989).
5/ See, e.qg., Asociacion Colombiana de Exportadores de Flores v.

United States ("ASCOFLORES"), 12 CIT---, 693 F.Supp. 1165, 1168
n.4 (1988)



like products. 6/

In its preliﬁinary determination, the Commission found a
single like product, consisting of all ATVs, basing that
determination on evidence that the characteristics and uses of
the various types of ATVs were more similar than dissimilar, that
they performed the same generalifunction, were sold through the
same channels of distribution, and were produced with the same
equipment, employees, production facilities and essential
materials, and were produced by similar manufacturing processes. 7/

We find no reason in the record of this final investigation to
change our definition of the like product as all ATVs.

In the final investigation, no party argued for broadening
the like product to include products other than ATVs. 8/ The
sole issue raised by the parties is whethe: the Commission should
find that several like products exist, consisting of different

types of ATVs. Petitioner, Polaris Industries L.P., argued that

6/ See, e.q., ASCOFLORES, 693 F.Supp. at 1168-69; S. Rep. No.
249, 96th Cong., lst Sess. 90-91 (1979); Operators for Jalousie
and Awning Windoys from E1l Salvador, Inv. Nos. 701-TA-272 and
731-TA-319 (Final), USITC Pub. No. 1934 (January 1987) at 4, n.4.

7/ See Certain All-Terrain Vehicles from Japan, Inv. No. 731-TA-
388 (Preliminary), USITC Pub. 2071 (March 1988) at 6-7.

8/. In fact, the respondents affirmatively state that "[t]here
are no non-ATV like products." Respondents' Prehearing Brief at
71-72. See also, Respondents' Prehearing Brief at 75. We also
note that no party has suggested that the Commission consider S-
or 6-wheel ATV-type vehicles in the like product.



the like product should not be subdivided into two or more
distinct like products, and that the Commission thus should
maintain the single like product definition found in the
preliminary determination. 9/ Respondents argued that the
Commission find up to four like products, even though their
submissions indicated that three o§ them may not now be produced
by any domestic industry. 10/ Theif proposed likéﬂproducts are
"performance ATVs," 11/ "small displacement ATVs," 12/ "youth
ATVS," 13/ and "multi-purpose ATVs." 14/ Respondents generally
based their proposed like product definitions on specialized

characteristics and uses for the differsnt types of ATVs, lack of

9/ See, e.g., Petitioner's Posthearing Brief at Attachment B.

10/ See Respondents' Prehearing Brief at 49, 73; Transcript of
January 26, 1989 Hearing (Tr.) at 146.

11/ "ATVs intended and used for competitive racing and high

performance sports applications . . . ." Respondents' Prehearing
Brief at 63. ‘ ' '

12/ "Small displacement ATVs are those with engine displacement
below 196cc." Respondents' Prehearing Brief at 68.

13/ 1In one gentence of their Prehearing Brief, respondents
assert that "indisputably" ‘"youth" ATVs, evidently ATVs with
engine displacement of 90cc or less, are a separate like product,
although this statement appears to be made as an alternative if
the Commission rejects respondents proposed "small displacement"
ATVs like product. Respondents' Prehearing Brief at 71. No U.Ss.
producer has manufactured an ATV of this description.

14/ This "covers the bulk of ATV models, those other than
performance and youth models, which are multi-purpose general
recreation or utility ATVs." Respondents' Prehearing Brief at 71.



interchangeability between types, customer perceptions, and, to
at least some degree, categories of ATVs specified by the
Consumer Product Safety Commission (CPSC) in its ATVs safety
proceedings and litigation. 15/ Respondents, however, provided
no information contradicting the Commission's finding in the
preliminary determination that ATVs are "produced with the same
equipment, employees, production facilities, and essential
materials, and are produced by similar manufacturing processes." 16/
The thrust of respondents' argumenté pertained to alleged
distinctions among imported ATVs, rather than to whether there
are discrete categories of domestically produced ATVs that
correspond to like or similar categories of imports. 17/ As we
did in the preliminary determination, we reject the notion that a

like product could be defined as a product not produced by a U.S.

15/ See Respondents Prehearing Brief at 62-72. While
respondents note that all the imported types of ATVs are sold
through the same channels of distribution, see Respondents'
Prehearing Brief at 65-66, 70, this is not relevant as to whether
the domestically produced product is sold through the same
channels of distribution. There is no difference in the manner
of distribution of domestically produced ATVs on a model-by-model
basis.

16/ USITC Pub. 2071 at 7.

17/ 1In the preliminary investigation, respondent had argued for
different subdivisions of the like product. See USITC Pub. 2071
at 5. In this final investigation, respondents have effectively
abandoned those proposed like product definitions.



industry. 18/ The statute directs the Commission to assess the
effect of subsidized or dumped imports "in relation to the United
States production of a like product. . . ." 19/ Accordingly, to
the extent that there is no domestic production of youth ATVS,
small displacement ATVs or high performance ATVs, we would not

. define those products to be separate "like products." 20/ 21/ 22/

18/ See USITC Pub. 2071 at 7-8. See also, Internal Combustion
Engine Forklift Trucks from Japan, Inv. No. 731-TA-377 (Final),
USITC Pub. 2082 (May 1988) at 9-11 (the extent of U.S. production
a necessary inquiry to the like product analysis).

19/ See 19 U.S.C. § 1677(4) (D) (emphasis added). See also S.

Rep. No. 249, 96th Cong., 1lst Sess. at 90 (1979):
The ITC will examine an industry producing
the product like the imported article being
investigated, but if such industry does not.
exist and the question of the material
retardation of establishment of such an
industry is not an issue before the ITC, then
the ITC will examine an industry producing a
product most similar in characteristics and
uses with the imported article.

20/ Despite Respondents' allegations, we found that there was

U.S. production during our period of investigation of ATVs that
could fit the "small displacement" or "performance" categories;
there was not, however, any U.S. production of a "youth" ATV.

21/ Acting Chairman Brunsdale notes that the appropriate place
for consideration of the extent to which there is no domestic
production of certain types of ATVs is in consideration of
whether there is material lnjury "by reason of" the 1mports under
investigation. .

22/ Commissioner Cass does not join in this paragraph of the
Commission's views. For the reasons stated, infra, he finds that
all ATVs constitute a single domestic like product He does not
reach the question whether the Commission might, in circumstances
other than where material retardation is at issue, define as a

: (continued...)



We also find that the boundaries between the proffered
categories of ATVs are not clear. For example, although
respondents argued thét one of the key different physical
characteristics of a performance versus a nonperformance ATV is
that a performance ATV uses a two-stroke as opposed to'a.four-
stroke engine}4all of Polaris' ATVs use a two-stroke engine even
thdﬁgh respondents argue that Polaris' ATVs should not .be
considered "perfdrmance ATVs." 23/ As another example, although
respbndents indicatedl(at least in this final investigation) that

ngine displacement below 196cc is the touchstone for défining
"small displadement" novice/youth ATVs, they have included one
modei, the YFS200, described as having a displacement 6f 195cc,
as a "performance" and not a "small displacement" ATV. 24/ -

Finally, although certain product segments may have been

22/(...continued)

domestic like product a product not currently produced in the
United States. For discussion of his views on some of the

issues implicated in distinctions between subject imports and
domestic products such as described above, see Digitial Readout
Systems and Subassemblies Thereof from Japan, Inv. No. 731-TA-390
(Final), USITC Pub. 2150 (January 1989) at 89-95 (Concurring and
Dissenting Views of Commissioner Cass).

23/ Respondents' Prehearing Brief at 63-64. We also note that
respondents hedge a number of other allegedly distinguishing
characteristics by stating, for example, that performance ATVs
are "usually" equipped with manual starters while "most" non-
competition ATVs rely on electric starters, and that performance
ATVs "tend" to have a higher displacement to dry weight ratio.
)See Respondents' Prehearing Brief at 63.

24/ See Respondents' Posthearing Brief at Exhibit 7.

9



specified by the "United States Government" in the CPSC
litigation, 25/ those product segments do not govern the
Commission's like product determinations. The actions of other
government agencies under other statutes do not affect the
Commission's authority and responsibility to define like products
in accordance with the specific statutory direction of the
antidumping and countervailing duty laws. 26/ wﬁile we may
consider other agency actions in making our like product
determination, we are mindful that such actions may be based on
§ifferent criteria than those required by the antidumping and
countervailing duty laws. '

Accordingly, we find all domestically produced ATVs to be
"like" the imported products under investigation, due to the fact
that the various types of ATVs have characteristics and uses that
are more similar than dissimilar, perform the same general

function, are sold through the same channels of distribution, and

25/ Respondents' Prehearing Brief at 67.

26/ See generally, e.dg., Royal Business Machines, Inc. v. United
States, 507 F.Supp. 1007, 1014, n. 18 (Ct. Int'l Trade 1980),
aff'd, 669 F.2d 692 (CCPA 1982); Generic Cephalexin Capsules from
Canada, Inv. No. 731-TA-423 (Preliminary), USITC Pub. 2143
(December 1988) at 3, n.4 (refusing to rely on antitrust cases in
defining the like product) (Eckes, Lodwick, Rohr, Newquist),
Certain Stainless Steel Butt-Weld Pipe Fittings from Japan, Inv.
No. 731-TA-376 (Final), USITC Pub. 2067 (Mar. 1988) at 6, n.1l5
("The Commission is not bound by the treatment of imports for
Customs purposes in making like product determinations in
antidumping or countervailing duty investigations.").

10



-are produced with the same equipment, employees, production'
facilities and essential materials, and by similar manufacturing
processes. 27/ 28/
B. Domestic industry

The statute defines the domestic industry as "the
- domestic producers as a whole of a like product, or those
“producers whose collective output of the like product constitutes
“a major proportion of the total domestic production of that
product." 29/ As in the preliminary investigation, the main
industry issue in this investigation is whether Kawasaki Motors
Manofacturing Corp. (KMM) should be consideréd part of the
domestic industry. KMM, a\firm producing ATVs in the United
States, is a subsidiary of Kawasaki Heavy Industries, Ltd. (KHI)
of Japan, a foreign exporter. The importer of Kawasaki ATVs from

Japan, Kawasaki Motor Corp., U.S.A. (KMC), is also a subsidiary

27/ See, e.q., Tr. at ¢6.

28/ To the extent that respondents also suggest that the
Commission "exclude" certain imports from any affirmative
determination, the Commission rejected this proposition in the
preliminary determination, see USITC 2071 at 9, n. 30, and has
subsequently reaffirmed its conclusion that the Commission has no
authority to exclude products from the scope of the
investigation. See Digital Readout Systems and Subassemblies
Thereof from Japan, Inv. No. 731-TA-390 (Final), USITC Pub. 2150
at 5, n.10 (Eckes, Lodwick, Rohr, Newquist); Brass Sheet and
Strip from Japan and the Netherlands, Invs. Nos. 731-TA-379-80
(Final), USITC Pub. 2099 (July 1988) at 6., n.9.

" 29/ See 19 U.S.C. § 1677(4) (A).
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of KHI. 30/ KMM is the only candidate, other than the
petitioner, for inclusion in the domestic industry. Petitioner
argued, as it did in the preliminary investigation, that KMM
should not be considered a domestic producer, because KMM is
really an importer in light of the nature of its production
activity and its location in a foreign trade zone. The
petitioner also argued that KMM should be excluded as a "related
party from the domestic industry. 31/ Respondents took an
ambiguous position with respect to whether KMM may appropriately
be considered a U.S. producer. 32/
1. Nature of production-related activity

In deciding whether a given firm is a domestic producer (as
opposed to an importer), the Commission has looked to the overall
nature of production-related activities, including the source and
extent of a firm's capital investment, the technical expertise
involved in the U.S. production activities, the value added to
the product in the United States, employment levels, the
quantities and types of parts sourced in the United‘States, énd

any other costs and activities in the United States directly

N
®
(1]

Report at A-8; A-9.

., Tr. at 42.

B EE
.

E.g., see Tr. at 97 ("There are two producers of ATVs in the
United States, Polaris and Kawasaki Motor Manufacturing."). But
see Tr. at 139 ("We do not contend that Kawasaki's in the
domestic industry.").
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leading to production of the like product. No single factor is
determinative, and the determination rests on the facts of each
case. 33/
Consideration of these factors indicates that KMM is engaged

in sufficient production-relatéd activity to be considered a
. domestic producer. KMM has invested a considerable sum of money
in its Lincoln, Nebraska plant and the equipment on which ATVs
are produced, 34/ and it employs a significant number of workers. 35/

KMM engages in more than simple assembly activities. 36/ While
it does appear to utilize more foreign components than
'Polaris, 37/ as measured by percentage of total cost, a modest
percentage of domestically sourced parts or raw materials as a

percentage of cost does not necessarily mean that a firm is not a

33/ See, e.d9., Generic Cephalexin Capsules from Canada, Inv. No.
731-TA-423 (Preliminary), USITC Pub. 2143 (December 1988) at 26;
Erasable Programmable Read Only Memories from Japan, Inv. No.
731-TA-288 (Final), USITC Pub. 1927 (December 1986) at 11 & n. 23.

34/ See Report at A-35. However, it is unclear what was the
source of capital spent by KMM.

35/ See Report at A-24.
36/ Report at A-8-9.

37/ Report at A-8-9. [

] See Report at A-9,
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domestic producer. 38/ 39/ Accordingly, we find that KMM's
production activities are sufficient for it to be considered a
producer in the United States. 40/

2. Location in a foreign trade zone.

Petitioner further argued that KMM's production, because it
occurs in a foreign trade zone (FTZ), should not be considered
domestic production. Respondents-argued that the lécation of a
producer in a foreign trade zone is immaterial to the question
whether a producer should be considered part of the domestic
industry. 41/ In the preliminary determination, the Commission
did not explicitly address this question, but by including KMM
in the domestic industry implicitly found that location in an FTZ
did not preclude considering a producer to be part of the

indust:y.

38/ See Generic Cephalexin Capsules from Canada, Inv. No. 731-
TA-423 (Preliminary), USITC Pub. 2143 (December 1988) at 10.

39/ But See Commissioner Newquist's discussion at footnote 59,
infra.

40/ Petitioner's arguments, at Attachment A of its posthearing
" brief, that the Commission should consider decisions involving
country of origin, marking, substantial transformation and
customs classifications, cases are unpersuasive. Customs and
tariff classifications law does not control the Commission
definition of the like product and industry under title VII.
See Certain Stainless Steel Butt-Weld Pipe Fittings from Japan,
Inv. No. 731-TA-376 (Final), USITC Pub. 2067 at 6, n. 15 (March
- 1988), citing Royal Business Machines v. United States, 507
F.Supp. 1007 (Ct. Int'l Trade 1980), aff'd, 669 F.2d 692 (1982).

41/ See Respondents' Posthearing Brief_at Ex. 5.
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A foreign trade zone is a site within the United States into
. which foreign goods may be brought without paying customs duties.
42/ Such a zone is outside the customs territory of the United
States. 43/ 1If the article prodﬁced in the FTZ is subsequently
.imported into the United States, duties are paid on the product
either as finally exported from the zone into U.S. customs
territory (at the duty rate for the finished article, to the
extent of foreign value) or as originally entered into the zone,
i.e., as the parts and components at the duty rates for those
parts and components, to the extent those are of non-U.S. origin. 44/
Thus, KMM's ATVs manufactured in the FTZ could be considered
"imports" for some purposes 45/ and not U.S. production, meaning
that KMM should not be considered a U.S. producer. In our view,
however, the location of KMM's production faciliéies in a foreign
trade zone in Lincoln, Nebraska does not preclude its inclusion

in the domestic industry. First, the antidumping and

42/ If those foreign goods are brought into the zone and
processed or manufactured and the resulting product subsequently
exported to a foreign country, no U.S. customs duties are owed on
those foreign goods.

. 43/ E.gq., Klockner Inc. v. United states, 8 CIT 3, 12; 590
" F.Supp. 1266 (1984); Hawaiian Independent Refinery v. United

' ‘states, 460 F.Supp. 1249, 1251 (Cust. Ct. 1978). .

44/ See, e.g., USITC Pub. 2071 at A-5--A-6.

45/ Even if the Commission were to adopt this construction,
KMM's ATVs would not be considered imports "from Japan" but would
instead be considered "“imports" from the foreign trade zone.
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countervailing duty laws direct the Commission to assess whether
an industry "in the United States" is materially injured, 46/ not
an industry "in the United States customs territory." 47/
Further, an FTZ is in the United States and remains generally
subject to United States law, even though for payment of customs
"duties purposes it is outside the "customs territory." 48/ 49/

We also note that the Commerce Department rﬁled in its final
determination in this investigation that it considered KﬁM's ATVs
to be domestic products and would not apply antidumping duties to
those products. 50/ Accordingly, we determine that KMM's

location in an FTZ does not prevent it from being included in the

46/ See 19 U.S.C. §§ 1671d(b); 1673d(b).
47/ See Generic Cephalexin Capsules from Canada, Inv. No. 731~
TA-423 (Preliminary), USITC Pub. 2143 (December 1988) at 10-1l1l.

3
|

ee, e.g., A.T. Cross Co. v. Sunil Trading Corp., 467
F.Supp. 47, 51 (S.D.N.Y. 1979).

49/ Commissioner Cass notes that so far as laws directed at
protection of employment and investment in the United States from
adverse effects of economic practices thought to be unfair are
concerned, treatment of FTZ production as U.S. production
advances that goal.

50/ See 54 Fed. Reg. 4864, 4871 (January 31, 1989).
Petitioner's arguments at Attachment A to its posthearing brief
that antidumping duties should be applied to goods produced in an
FTZ were more appropriately addressed to the Commerce Department,
and the Commerce Department has already effectively rejected
petitioner's position. Petitioner's arguments about whether
KMM's production-related activities are sufficient to be
considered domestic production are considered in the analysis of
that issue above. '
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U.S. industry under 19 U.S.C. § 1677(4).

3. The related party provision of the statute.

The petitioner also urged that KMM be excluded as a related
party, if KMM is otherwise deemed a domestic producer. 51/
Respondents took an ambiguous position on whether KMM should be
exc;uded as a related party. 52/ |

In the preliminary investigation the Commission found that
KMM is clearly a related party under section 771(4) (B) of the
stétute, 53/ but that appropriate circumstances did not exist for
excluding KMM from the domestic industry. 54/ The factors the
Rommission examines in considering whether "appropriate.
circumstances" exist for excluding a related party include:

(1) the percentage of domestic production
attributable to the related producer:

(2) the reasons the U.S. producer has decided
to import the product under investigation,

51/ See, e.q., Petitioner's Prehearing Brief at 17-19.
52/ See Tr. at 139. .

53/ 19 U.S.C. § 1677(4) (B) ("When some producers are related to
the exporters or importers . . . the term 'industry' may be
applied in appropriate circumstances by excluding such producers
from those included in that industry."). KMM is a related party
because is a subsidiary of Kawasaki Heavy Industries of Japan, a
foreign exporter and is a "sister" corporation to the U;S.
importer of ATVs from Kawasaki in Japan, Kawasaki Motor.Corp.
(KMC). KMM distributes its U.S.-produced ATVs solely through
KMC. USITC Pub. 2071 at 12, n. 41.

)54/ see USITC Pub. 2071 at 11-13.
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i.e. whether to benefit from LTFV sales or

subsidies or whether importation simply

allows it to continue production and compete

in the U.S. market; and

(3) the position of the related producer

vis-a-vis the rest of the industry, i.e.,

whether inclusion or exclusion of the related

party will skew the data for the rest of the

industry. 55/
The Commission also will consider whether each related party's
books are kept separately from its "relations", whether a foreign
exporter directs his exports to the United States so as not to
compete with his related U.S. producer, and whether the primary
'interests of the related producers lie in domestic production or
in importation. 56/ Application of the related party provision
of the statute rests with the Commission's soundly exercised
discretion. 57/

Consideration of these factors suggests that, on balance,

appropriate circumstances do not exist for excluding KMM from the

55/ See, e.d., Certain Telephone Systems and Subassemblies
Thereof from Japan, Korea, and Taiwan, Invs. Nos. 731-TA-426-428
(Preliminary), USITC Pub. 2156 (February 1989) at 25, n. 47;
Granular Polytetrafluoroethylene Resin from Italy and Japan
(PTFE), Invs. Nos. 731-TA-385 and 386 (Final), USITC Pub. 2112
(Aug. 1988) at 15. _

56/ Rock Salt from Canada, Inv. No. 731-TA-239 (Final), USITC
Pub. 1798 (Jan. 1988) at 11. See also, S. Rep. No. 249, 96th
Cong., lst Sess. 83 (1979); Empire Plow Co. v. United States, 11
cIT ___, 675 F.Supp. 1348, 1353 (1987).

57/ See Empire Plow Co. v. United States, 675 F.Supp. 1348, 1352
(Ct. Int'l Trade 1987).
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industry. 58/ 59/ The Commission previously stated that domestic
producers that substantially benefit from their relation to the
subject imports are properly excluded as related parties. 60/ 1In
this case KMM's financial data do not indicate that it is being
shielded from the effects of dumped imports. -

Further, KMM accounted for a majority of domestic production
‘"of ATVs from 1985 through 1988. 61/ Exclusion of KMM would thus
not only remove the greater part of the domestic ATV industry
from the Commission's consideration, but would also leave the
domestic industry composed of only one producer, Polaris. We

also note that the interest of KMM appears to be in domestic

58/ Our discussion of these factors is necessarily limited
because of the confidential nature of much of the data pertaining
to them. Throughout this opinion, we have attempted as much as
possible to engage in a public discussion of the reasons for our
determination.

59/ Commissioner Newquist has determined to exclude KMM as a
related party. KMM keeps its books separately from KHI (its
parent and an exporter of the subject imports) and from KMC (an
importer of the subject imports and a related corporation).

The nature of the transactions with these firms renders KMM's
financial data at best of limited usefulness. See Report at 28,
34. Accordingly, he finds that "appropriate circumstances"
exist for excluding KMM from the domestic industry as a related
party. He does not join his colleagues' further discussion of
the related party issue. However, he notes that his
determination that a domestic industry is not materially injured
or threatened with material injury by reason of the LTFV imports
would not differ were KMM included in the domestic industry.

60/ PTFE, USITC Pub. 2112 at 14-15; Rock Salt, USITC Pub. 1798.

61/ Report at A-18 & App. C.
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production rather than importation, because its sister

corporation, KMC, which previously [

] 82/

We note that inclusion of KMM in the domestic industry did
not affect our determination: we would have reached the same
result if we had excluded KMM. 1Indeed, inclusion of KMM presents

a [.

Material retardation

In the preliminary investigation, the betitioner argued that
the domestic industry, which consisted only of itself, was being
materially retarded from becoming established by reason of the
dumped imports from Japan. In its preliminary determination, the
Commission found, because it was including KMM in the industry, a
material retardation analysis was not appropriate because the
industry had begun producing ATVs in 1980 and had become
established. 63/ 1In this final investigation, the petitioner

conceded that if KMM was included in the industry and not

62/ Although it could be arqued that KHI directed its exports to
the United States so as not to compete with KMM, KMM's financial
data does not suggest that any benefit was derived from this.
Further, it could be argued that the ATV model exported to the
United States by KHI competed to at least some extent with KMM's
models. Commissioner Cass does not join this footnote.

63/ See USITC Pub. 2071 at 14.
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excluded as a related party, material retardation of the
establishment of an industry is not an issue. 64/ We agree. 65/
The domestic industry, which we have defined to consist of both
KMM and Polaris, has been producing ATVs in the United States
since 1980 and over the period of investigation has achieved a
significant and increasing share of the U.S. market. 66/
Acco}dingly, we base our determination on our finding that the
domestic industry, which is established, is not materially
injured or threatened with material injury by reason of dumped

inmports.
»

64/ Petitioner's Prehearing Brief at 19 ("If the Commission
finds Kawasaki to be a domestic producer the petitioner realizes
that this precludes an argument regarding material retardation of
the ATV industry in the United States.").

65/ Since Commissioner Newquist has excluded KMM from the
domestic industry he has considered whether the domestic industry
consisting only of Polaris is established. He notes that Polaris
has been manufacturing ATVs for nearly four years, since March
1985; has achieved a [ '] market share; has been
able to utilize pre-existing production facilities and a
distribution system that it used and uses for the manufacture and
sale of snowmobiles; and has surpassed a breakeven point in its
first two years of operation. Commissioner Newquist finds that
the domestic industry is therefore established, and material
retardation is not an issue.

66/ See Report at A-45 & c-6.
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Condition of the domestic industry 67/

In the preliminary determination, the Commission found that
the indicia of the industry's condition were generally positive,
based on data through the end of 1987. 68/ The data gathered in
this final investigation confirm this finding.

This fact is particularly significant in light of the
downward trend in domestic consumption. U.S. consumption has
steadily and.substantially declined from its peak in 1984. 69/
This downward trend is accounted for, in large part, byAa
maturing market, closure of land for ecological reasons,
increased cost of liability insurance, and, most important of

all, the adverse publicity concerning safety problems associated

67/ Pursuant to 19 U.S.C. § 1677(7) (C) (iii), in assessing the
condition of the domestic industry, the Commission considers,
among other factors, production, capacity, capacity utilization,
shipments, inventories, employment, and financial performance.

. For the purposes of this investigation the Commission
considered data for the period of 1985 through 1988. We were
able, by requesting the producers and importers to supplement
their questionnaire responses to the extent practicable, to
obtain data through the end of calendar year 1988 for many
categories of information, even though the questionnaires had to
be returned prior to the end of calendar year 1988. The
Commission's questionnaires requested data through the end of the-
third quarter of 1988. However, we have considered the fourth
quarter 1988 data we did receive with caution, because it was
received late in the investigation.

68/ USITC Pub. 2071 at 15.

69/ Report at A-11-A-12; A-17, c-6. In 1988, U.S. consumption
of ATVs stood at approximately a third of 1985 U.S. consumption
by units:; approximately half of 1985 U.S. consumption by value.
See Report at A-17; c-6.
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with ATVs. 70/ Notwithstanding this sharp decline in demand, the
_-domestic industry's share of the market increased substantially
between 1985 and 1988, whether measured in terms of volume or
value, 71/ and prices for the domestic pfoduct generally
rose. 72/ The domestic industry also substantially increased its
.-capacity over the period of investigation. 73/ While capacity
~utilization declined over the ‘period of investigation, the
decrease was entirely a result of the increase in capacity. 74/
Inventories remained at relatively insignificant levels while
exports'increased.’1§/ Employment ‘data also generally showed
increases during the period of investigation. 76/ 77/

Several other indicators suggest a less positive condition,

however. Domestic production, which rose steadily between 1985

70/ See, e.d., Report,at.Aéls.
71/ Report at A-45, Table 1; C-6.
72/ See Report at A-52-53.
73/ See Report at A-18, c-2.
14/ 14.
75/ Report at A-zé; c=-2. .
76/ Report at A~24. We note, however, that data for the laét

quarter of 1988 indicate some decline in several employment indicators

77/ Commissioner Newquist finds similar trends for the domestic
industry consisting only of Polaris, although [

]
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and 1987, declined in 1988. 78/ Similarly, domestic shipments
(in units) increased from 1985 through 1987, then decreased in
1988. Domestic shipments (in doliars) also increased from 1985
through 1987, and then declined in 1988, though the decline was
less marked in value terms because the unit value of the ATVs
increased. 79/ Most important, the financial data of the
indusﬁry show a decline in profitability, in fact, [

] 80/ Polaris has also complained
of cash flow problems. 81/ 82/

Accordingly, the mixed indicators suggest an industry that

appears to be in a borderline condition, with many positive

k&

Id. at A-18, Table 4; C-2.

Id. at A-20; C-2.

80/ See Report at A-30; c-2. Because the bulk of KMM's
transactions are with related companies, its financial data are
to some extent artificial allocations that would probably differ
if the transactions had been with independent firms instead. See
Report at A-33. We have taken this fact into account in weighing
KMM's financial data. Polaris shows an [

]
See, e.ag., Tr. at 73-74.

Commissioner Newquist notes similar trends in these

indicators for the domestic industry consisting only of Polaris.

R E
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indicators but some important indications of problems. 83/ 1In
light of the improvement in a nﬁmber of industry indicators over
the period of investigation, it is questionable whether the
industry is presently suffering material injury. 84/ 85/ Even
assuming the domestic industry is presently suffering material
injury, we base our negative determination on the lack of a
causal nexus between the condition of the industry and any harm

being suffered by it, 86/ and to the lack of any indication of a

83/ Commissioners Eckes, Rohr, and Newquist note that, while
material retardation of the establishment of an industry analysis
’is not appropriate, they have taken into account the fact that
the domestic industry, although established, has been in the
process of expanding into a market that historically has been
dominated by imports.

84/ Based on information collected in the final investigation,
particularly on the downturn in profitability and the recent
decline in production and shipments, Commissioner Lodwick finds
that the domestic industry has been materially injured.

85/ Commissioner Cass does not believe that an independent
inquiry into the existence of material injury, defined simply as
a change in the condition of the domestic industry divorced from
the effects of LTFV imports, is necessary or appropriate under
title VII. See Digital Readout Systems, supra, at 95-117
(Concurring and Dissenting Views of Commissioner Cass).

86/ Acting Chairman Brunsdale and Commissioner Cass believe that
the discussion of the domestic industry is accurate and relevant
to their respective decisions on the existence of material injury
by reason of dumped imports. However, Acting Chairman Brunsdale
and Commissioner Cass do not reach a separate legal conclusion

on the condition of the domestic industry. They note that the
data of record do not indicate a marked deterioration in the
condition of the domestic industry over the period investigated
by the Commission.
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real and imminent threat of material injury to that industry. 87/
No material injury by reason of LTFV imports 88/

In considering whether the domestic industry is materially
injured by reason of LTFV imports, the Commission is required to
consider the volume of the imports, the effect of such imports on
_,prices, and the impactrof such imports on the domestic industry. 89/

We do not weigh causes of materiai injury,rand the imports need
not be a principal, a substantial, or a significant cause of
material injury. However, we are to consider information that
indicates that harm is caused by factors other than the LTFV
imports, such as a contraction in demand, or changes in patterns ‘
of consumption or restrictive practices of and competition
between the foreign and domestic producers. 90/

'Our determination in the preliminary investigation indicated

that even under the more generous "reasonable indication" of

87/ Commissioner Newquist concurs in this conclusion with
respect to the domestic industry consisting only of Polaris.

88/ Acting Chairman Brunsdale does not join this section of the
opinion. See her Additional Views. Except where otherwise
indicated, Commissioner Cass joins this section of the opinion
insofar as it reports information that he regards as highly
relevant to the Commission determination. However, Commissioner
Cass' analysis of this information and of the question of
causation of material injury generally is set forth in his
Additional Views.

89/ 19 U.S.C. § 1677(7)(B).

90/ See S. Rep. No. 249 at 74-75; H.R. Rep. No. 317, 96th Cong.,
1st Sess. at 46-47 (1979).
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material injury standard utilized in preliminary determinations,
a number of factors suggested that the imports were not a cause
of material injury. 91/ 1In particular, we noted that the
domestic industry's market share had risen, the imports under
investigation had declined absolutely and relative to domestic
consumption both in voiume and value, and prices for both the
domestic and imported product generally increased despite
significantly declining demand for ATVs. 92/ We indicated an
intent to closely consider in the final investigation whether
there is a sufficient causal link between the imports and any
material injury being suffered by the industry, or whether the
decline in demand for ATVé due to public concerns over safety or
other reasons caused such injury.

After considering the record of this inveﬁtigation, we find
an insufficient causal link between the condition of the industry
and the LTFV imports. 93/ The quantity of imports deélined

steadily and significantly between 1985 and 1988. The value of

91/ ee USITC Pub. 2071 at 18.

92/ See USITC Pub. 2071 at 18 (Eckes, Lodwick, Rohf, Cass).

93/ Commissioner Newquist notes his concern regarding the
vulnerability and problems of a domestic industry attempting to
expand into a market created and dominated by imports. However,
he finds, on the record of this investigation, that any
difficulties being suffered by the domestic industry must be
attributed to causes other than the LTFV imports, and in
particular to the dramatic shrinking of the ATV market.
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import shipments declined over this same period. 94/ Import
market share also steadily declined from 1985 to 1988. 95/ While
the volume and market share of the imports remains substantial,
the petitioner has conceded that. the -adverse .effects of the
- imports were not felt until sometime in 1987, 96/ despite the
~ fact that the volume and share of the market held by the imports
‘were higher in 1985 and 1986. .. . . -
Further, we find the fact the domestic industry has gained -
market share over the period of investigation at the expense of
the LTFV imports to be significant, particularly in light of the
pronounced contraction in demand for the product. Domestic
market share has steadily increased in terms of quantity and
value from 1985 through 1988. 97/ 98/
We also find no adverse price effects by .the LTFV imports.

As we noted in the preliminary investigation, 99/ because

94/ See Report at A-42-A-43; c—4.

95/ See Report at A-45 & c-6.

96/ See, e.g., Petitioner's Postconference Brief at 18
(preliminary investigation); Transcript of March 1, 1988
Conference at 11, 51, .60; Petitioner's Posthearing Brief at
Attachment D.

97/ See Report at A-45 & c-6.

98/ Commissioner Newquist joins :this discussidn, noting that the
trends in domestic market share for the industry consisting only
of Polaris are similar.

99/ See USITC Pub. 2071 at 19.
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different models of ATVs are not fungible commodities, due to
significantly different features among models, 100/ price
comparisons between nodels are not very illuminating. 101/

We find no evidence that the LTFV imports have depressed
prices, because both import and domestic prices have generally
risen. 102/ The price data we obtained have generally been
adjusted for rebates, discounts, holdbacks, preparation/assembly
allowances and any freight absorption) to ensure that incfeased
costs for such items, not normally reflected in list prices, were

roperly considered in evaluating price trends. 103/ Prices have
ihus increased even taking into account sales incentive
expenditures. Such expenditures [: | during the first

three quarters of 1988, the latest period for which we were able

100/ See, e.dqg, Report at A-58-59. For example, Polaris' ATVs
have an automatic transmission, while the imported ATVs and KMM's
ATVs have manual transmissions.

101/ The price comparisons that are attempted in the Report

at A-59-69 indicate a mixed pattern of underselling and
overselling by the imports. On the facts of this case,

we find that such evidence does not demonstrate "significant"
underselling, notwithstanding the large market share held

by the imports. See also, Copperweld Corp. v. United States, 12
CcIT ---, 682 F.Supp. 552, 566 (1988).

102/ Commissioner Cass does not join in this statement. His
analysis of the impact of the subject imports on prices of the
domestic like product is set forth in his Additional Views.

103/ See Report at A-49.
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to obtain data. 104/ The only adjustments not made were for
extended floorplanning, cooperative advertising, accessory
giveaways, and "other" sales programs, because these programs do
not directly affect either the dealer's purchase price or the
U.S. producer or importer selling prices. 105/

We also find no evidence that the LTFV imports have"h,”%,,wﬂ\
prevented price increases, to any significant degree, that would
otherwise have occurred.-~The financial data for the industry
suggest that while prices have generally increased over the
period of investigation, they have not risen sufficiently to
offset increased costs 'during the latter part of the period of
investigation. However, we find that the imports were not
responsible to any significant degree for the failure of prices
to increase still furthe;. Rather, any difficulties in
inéreasing prices still further is attributable to the
significantly.declining demand for the pféduct. In sum, the fact
that the doméstiC‘industry hés been able to raise prices and

increase its market share in this dramatically shrinking market

104/ Report at A-48.

105/ Report at A-49. See also, Copperweld, supra, 12 CIT ___ ,
682 F.Supp. at 567; British Steel Corp. v. United States, 8 CIT
86, , 593 F.Supp. 405, 412 (1984) (the Commission is to focus
on prices and not make adjustments for prices for cost factors).
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is significant. 106/ 107/

Our contacts with purchasers in the course of our
"investigation into alleged iost sales, and with dealers to whom
Polaris alleged either stopped selling the Polaris ATV or who had
declined to become a Polaris dealer, confirm~the lack of a causal
nexus between the imports and condition of the industry.
Commission staff was able to contact and have meaningful
discussions with 27 of the 34 dealers named by Polaris. Of the
27 dealers contacted, only one indicated that the imported ATVs |
were sold at lower prices than the domestic ATVs. 108/ One other
dealer thought the Japanese were selling at lower prices but
could not recall any specifics and acknowledged that even if the
prices for the imported ATVs and Polaris' ATVs were the same,
that purchasers would prefer the Japanése product. 109/ All the
other dealers indicated other reasons for purchasing Japanese
ATVs instead of the domestic product, for deciining to become a
Polaris dealer, or for getting out of the ATV business entirely.

Those reasons included lack of demand due to the safety concerns

106/ Commissioner Lodwick does not join this last characterization.
107/ Commissioner Newquist concurs with this discussion of the
price effects of the imports, though he considered domestic

prices only of Polaris. He also joins the balance of this

section of the opinion. ‘ :

108/ See Report at A-76.

109/ See Report at A-77.
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regarding the ATVs or concerns about carrying liability
insurance, quality problems with the Polaris ATVs and problens
with Polaris' service and sales support, disagreements with
Polaris' requirements fdr purchasing ATVe-(such as minimum order
requirements), the offering of only one engihe-size by Polaris
~and brand-name loyalty to existing,suppliers'other,than
Polaris. 110/ 111/ - |

our consideratioh of the impact of the imports also takes
into accodnt that at least some of the problems of the domestic
industry must be attributed not to the imports, but to the
domestlc 1ndustry S excess and signlflcant expansion of capacity
on the erroneous assumptlon that domestlc consumptlon was not

going to decline as it dld. 112/ 113/

110/ See Report at A-70-78.

111/ In our preliminary determination, we indicated an intention
to more closely examine whether Polaris' efforts to establish
dealerships have been hindered by LTFV imports. See USITC Pub.
2071 at 20. We find no such effect. Polaris has achieved
remarkable success .in establishing an. ATV dealer network, with
the number of its ATV dealers rising from 0 in 1985 to a
significant number in 1988. Memorandum EC-M-053 at 2. We also
note that our discussions with those dealers specified by Polaris
have not generally indicated that the prices of the LTFV imports
was a reason for declining to become a Polaris dealer.

112/ g., see Tr. at 86 ("the commitment to increased capac1ty
was done prior to the safety problem and the precipitous drop in
the demand of the ATV market.").

113/ We reject the petitioner's contention that we should
determine whether the imports are to blame for the decline in
(continued...)

32



No. threat of material injury by reason of LTFV imports 114/ 115/

 section 771(7) (F) of the Tariff Act of 1930 directs the
Commission to determine whether a U.S. industry is threatened
with material injury by reason of imports "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.'" 116/ The
factors the Commission must consider are:

(I) if a subsidy is involved, such information as may
be presented to it by the administering authority as to
the nature of the subsidy (particularly as to whether
the subsidy is an export subsidy inconsistent with the
Agreement),

(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,

113/(...continued)

demand due to public concerns over safety because the imports
ignored the safety issue, and then use the decline in demand
("caused" by the imports) as a basis for an affirmative
determination. See Tr. at 61-63; Petitioner's Posthearing Brief
at 7. As noted above, the legislative history of the statute
indicates that contraction in demand or changes in patterns of
consumption is a different potential cause of material injury
than the dumped imports. Therefore the reasons for the decline
in demand, for example, safety concerns of the public, relate to
a potential cause of material injury separate from the imports.

114/ Acting Chairman Brunsdale joins this section of the opinion.
115/ Commissioner Newquist, in considering the threat of

material 1njury to the domestic industry consisting only of

Polaris, joins this discussion of threat of material injury.

116/ 19 U.S.C. § 1677(7) (F) (ii).
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(III) any rapid increase 'in United States market
penetration and the likelihood that the penetration
‘will increase to an injurious level,

(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 1671 or 1673
of this title or to final orders under section 167le or
1673e of this title, are also used to produce the
merchandise under investigation. 117/

ThevfagtoreArelevant to this investigatioﬁ, 118/ and the,
record in this investigatiph; indicate two‘facfs that might have

supported‘an effifﬂative threat determination: (1) there remains

117/ 19 U.S.C. § 1677(7) (F) (1).

- 118/ Because this is an antidumping investigation, there is no
subsidy involved. Further, there are no investigations or final
orders under the antidumping or countervailing duty laws that are
applicable to. related products, the production facilities for
producing which could be used instead to produce ATVs. There
also are no "other demonstrable adverse trends."
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significant and excess or underutilized capacity for producing
the merchandise in the exporting country, and (2) the United
States is the primarylmarket for the ATVs produced in Japan.
Notwithstanding these facts, we find that there is no real and
imminent threat of material injury and no likelihood that this
excess or underutilized capacity will result in an increase in
exports to the United States.

Capacity for production of ATVs in Japan has fallen
dramatically over the period of investigation, Qith the ATV~
_capacity increasingly being used to produce other products. 119/
While significant excess capacity remains, our considération of
the other factors mandated by the statute leads us to conclude

that any threat that may exist is not real or imminent. 120/

Rather than increasing, LTFV imports from Japan declined steadily

and significantly in quantity between 1985 and 1987. 121/

Imports further declined by well over 50 percent between 1987 and

1988. 122/ Imports thus declined even more markedly in the

119/ See Report at A-38-40, c-7.

120/ Commissioner Newquist notes that the excess capacity in
Japan also must be considered in light of the ability of the
Japanese exporters to reconvert capacity now used to produce
other products to ATV production. He concludes, however, that
this capability alone does not make a threat of material injury
real or imminent.

121/ Report at A-42.
122/ See Report at c-4.
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latest period for which we have data. Similarly, in terms of
value, import shipments also declined, though less steeply, by
12.8 percent between 1985 and 1987, despite an increase in the
average value per unit shipped. 123/ However, the value of
import shipments was nearly halved between 1987 and 1988, despite
- a slight increase in the average value per unit ‘shipped. 124/

We also see no evidence that future imports will enter
the United States at prices that will have a price suppressing or
depressing effect. As we found above, there is no evidence of
any current significant price suppressing or depressing effect.
Polaris itself recognized that, with demand in the U.S.
declining, the Japanese exporters have an incentive to increase
prices and therefore their profit margins. 125/ While the
imports could perhaps reduce prices and maintain or increase
their still considerable market share, the evidence in this
investigation indicates an opposite trend: increasing prices by
the imports and a declining market share.

Finally, importer inventories have declined rather than

increased in the United States since 1986. 126/ We also note

123/ Report at A-43.

124/ See Report at c-4.

125/ See Tr. at 65.

126 See Report at A-41. This decline continued through
calendar year 1988. :

36



there is no significant "overhang" of inventories in Japan that
could rapidly enter the U.S. market. 127/
Conclusion

For the foregoing feasons, we find the domestic industry
industry in the United States is not materially injured or
threatened with material injury by reason of LTFV imports of ATVs

-

from Japan.

127/ See Report at c-7.
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ADDITIONAL VIEWS OF ACTING CHAIRMAN ANNE E. BRUNSDALE

Certain All-Terrain Vehicles from Japan
Inv. No. 731-TA-388 (Final)

‘March 10, 1989

I agree with the majority’s qonqlusions regarding like

1

product and the domestic industry, their characterization of ..

the condition of the domestic industry, and their discussion
-of threat factors in this investigation. I also agree with
their conclusion that thg domestic industry producing all-.
terrain vehicles (ATVs) ié not materially injured or
threatened with material injury by reason of unfair imports
from Japan. I reach this conclusion, however, thrqugh ép
analysis that is different frbﬁ theirs. ?ﬁgse édaiﬁipna;

views explain my approach to causation in this case.

Volume of Impqrté,'ﬁarket fenét;étion, and bumping Margins
The number of Japaneée ATVs impérted into the United States
fell dramatically between 198515nd 1987, declinihg f?om '
546,654 units in'1§85 ﬁo 333,212 in 1987.1/ In_Valué termsf.

Japanese imports dropped from $787 million in"1985'£9 $686

1/ See Report at A-43 (Table 16). These figures represent
shipments of Japanese ATVs. Id. This trend accelerated
between 1987 and 1988, as the imports fell from 223,208 units.
for the first nine months of 1987 to 113,593 units in the
comparable period of 1988. Id. Total imports for 1988 were
[****%%x%*], roughly a [**] percent reduction from 1987 levels.
See Report at C-4. ‘ S ' '
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million in 1955.2/ The market share of the Japanese imports
also'dropped throughout the investigation. It fell from [**]
percent in 1985 to [**] percent in 1987 to [**] percent in
1988, measured by quantity,3/ and from [**] percent in 1985
to.t**] éércént in 1987 to‘[**].peréent-in'1988 measured by
value.4/ | .

The dumﬁing margins in this case were moderate; They |
ranged from 8.5. percent for Yamaha to 35.5 peréent for |
Kawasaki,5/ with the average for all.Japanese ﬁanufacturefs
" “being 24.6 pérceﬁt.g/ ' o
Elasticity Information in This case
In each investigation, Commission staff gathers é great dealhv
“of data about the workingé of the market. This informafion,'
collected from producers and consumers, assists the

Commission in understanding how the.manufacturers and

- 2/ See id. . Again, these figures represent the value of
Japanese shipments to the United States. The declining
trends accelerated between 1987 and 1988, with the value of
these imports dropping from $446 million in the first nine
months of 1987 to $244 million in the same period of 1988.
Id. Total sales in 1988 were [****] million, again almost a
[**] percent reduction from 1987 levels. See Report at C-4.

3/ See Report at A-45 (Table 18), C-6.
4/ See id.

5/ 1d.

6/ See Final Determination of Sales at Less Than Fair Value:
Certain All-Terrain Vehicles from Japan, 54 Fed. Reg. 4864,
4871 (January 31, 1989). Virtually all of the sales examined
by the Department of Commerce were found to be dumped -~ [**] -
percent by both value and quantity. See Report at A-7.
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consumers of the product in question respond to changes in
the product’s price. This information is useful for two
reasons: it gives us a better understanding of both the
market for the product and the role that imports play in that
market, and it gives us a better idea of the effect the
unfair imports have on domestic sales because of the price

advantage due to dumping.Z/

Elasticity of Supply. In this investigation, staff estimates
that the domestic supply of ATVs is elastic, most likely in
the range of 5 or.greater.8/ Petitioners appear to agree

with this estimate.9/ Respondents disagree, arguing that:

7/ As I have explained in previous opinions, these data
permit an economically meaningful assessment of the impact of
"dumped imports on the domestic industry. For a more complete
discussion of the usefulness of elasticities, gee Color
Picture Tubes from Canada, Japan, the Republic of Korea, and
Singapore, 731-TA-367-370 (Final), USITC Pub. 2046, at 23-32
(December 1987) (Additional Views of Vice Chairman Anne E. .
Brunsdale). The Court of International Trade has also
discussed with approval the use of elasticities. See
Copperweld Corp. v. United States, No. 88-23, slip op. at 45-
48 (Ct. Int’l Trade Feb. 24, 1988).

8/ See Memorandum from Director, Office of Economics, on
Certain All-Terrain Vehicles from Japan, Memorandum

EC-M-054, at 5 (February 27, 1989). Petitioner seems to
agree that the staff estimates are reasonable. See
Petitioner’s Post Hearing Brief, Appendix J, at 2 (February
2, 1989). Respondents, however, argue that supply is not as
elastic as predicted by staff. See Respondents’ Post Hearing
Brief, Appendix 1, at 5-10 (February 2, 1989). While
Respondents make some strong arguments, I am convinced that
the position taken by the Petitioner and the staff is correct
in this instance.

9/ See Petitioner’s Post Hearing Brief, Appendix J, at 2
(February 2, 1989).
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domestic supply is not elastic, and falls between 0 and 2.10/
Several factors in this investigation persuade me that
domestic supply is elastic.

First, capacity utilization in the domestic industry
fell from [**] percent in 1985 to [**] percent in 1986 and
[**] percent in 1987,11/ and reached only [**] percent in
1988.12/ While there are some indications that domestic
producers’ reliance on foreign components limits their
ability to respond quickly'end iﬁcrease produétion is limited
in the very short term (i.e., less than three monthe),;;/ I
am convinced by Petitioner’s assertion that it is able to
adjust its production to meet demand within a relatively

short period of time.l4/

0/ See Respondents’ Post Hearlng Brlef Appendlx 1 .at.9
(February 2, 1989) . . ) S o

11/ See Report at A-18 (Table 4). Durlng‘thls perlod' both
Polaris and Kawasaki increased their production capac1ty,
which contributed to the decllnlng capac1ty utilization.
Total productlon capacity in the 1ndustry increased. from ,
[******] units in 1985 to [******] units in 1986. and [******]
units in 1987. Id. Capacity also increased in the interim
period, from [******] units for the first three quarters of
1987 to [******] units for the flrst three quarters .of 1988..
Id. While some may questlon the wisdom of continuing to
expand capacity in the face of a decllnlng market, the fact
remains that substantial excess capacity is avallable in the
domestlc ATVs 1ndustry. o

12/ See Report at Cc-2. -

13/ See, e.g., Respondent’s Post Hearlng Brief, Appendlx 1,
at 5 (February 2, 1989).

14/ See Petitioner’s Post Hearing Brief, Appendix J, at 2

(February 2, 1989). Additionally, Kawasak1 Motors |

Manufacturing Corporation, U.S.A., a wholly-owned sub51d1ary
(continued...)
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Second, exports of domestic ATVs increased from [##**%#*)
units in 1985 to [*****] units in 1987 and [*****] units in
1988.15/ The existence of these growing export markets
indicates that domestic producers could increase domestic
shipments by diverting sales from their export markets.

Finally, equipment used to produce ATVs in the United
States is also used to manufacture a variety of other
products, such as snowmobiles, motorcycles, and jet skis.l6/
As the demand for ATVs changes, producers can increase or
decrease the amount of time their equipment is used to
manufacture ATVs.

Thus, given the large amount of unused capacity, the
significant export shipments, and the ability to divert
production equipment into greater production of ATVs, Iv
conclude that the estimates proposed by staff are reasonable
and I determine that the elasticity of domestic supply is

high, and probably falls in the range of 5 or greater.

14/(...continued)

of Kawasaki Heavy Industries of Japan, imports parts from
its parent corporation, and because of that close
relationship, should have little difficulty in increasing
shipments if demand increases. See Report at A-8 - A-9.

15/ See Report at A-21 (Table 7), C-2. 1In 1988, exports by
U.S. manufacturers equalled [**] percent of domestic
shipments. Id.

16/ See Memorandum EC-M-054, supra note 8, at 7.
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Elasticity of Domestic Demand. In most instances, the

purchase of an ATV is a discretionary one.l7/ ATVs are
relatively costly, ranging in price from $2,000 to $5,000.18/
Total demand for ATVs declined dramatically over the period
of investigation, because of a number of factors, including
safety concerns-generated by Consumer Product Safety
Commission and television news investigations, land closures
(which reducéd the land available for riding ATVs), a mature
market for the pr;duct, and increaséd insurance rafes.;g/
For these reasons, staff estimates that demand was moderately
elastic during the three-year period of investigation,
ranging from -1 to -3, but was less elastic during the most
recent one-year period, falling between -1 and -2.20/
Petitionérs agree with this assessment.21/ Respondents

argue that the appropriate range for the elasticity of

17/ See Memorandum EC-M-054, supra note 8, at 13.
18/ See Report at A-58 - A-69.

19/ See Report at A-16.

20/

See Memorandum EC-M-054, supra note 8, at 13. Sales of
the sport/performance models of ATVs are decreasing
significantly, while sales in the utility model segment of
the industry are in somewhat better shape. Staff estimates
that the utility segment of market is less price responsive
than the sport segment of the market, and the increasing
share of overall sales held by utility models contributed to
the increasingly inelastic demand in the ATV market in the
last year. Id. '

21/ See Petitioner’s Post Hearing Brief, Appendix J, at 2-3
(February 2, 1989).
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domestic demand is between -1.0 and -1.5.22/ They reach this
conclusion by examining the same factors staff used to reach
its determination -- the discretionary nature of most ATV
purchases, the expense of an ATV, and the factors
contributing fo the overall decline in demand for ATVs.23/ I
believe that Respondents examined the appropriate factors in
this case, but I agree with the conclusion reached by staff
in its examination of these factors. Therefore, for purposes
of my analysis, I will consider domestic demand to be growing

less elastic, and use the range of -1 to -2.

Elasticity of Substitution. Although ATVs are generally
substitutable with each other, in that they perform the same
functions and have the same basic characteristics, a number
of significant differences do exist between the domestic and
imported product lines. First, they differ as to the number
of models apd the features on those models.24/ Domestic

producers in general offer fewer models than the Japanese,

22/ See Respondents’ Post Hearing Brief, Appendix 1, at 21
(February 2, 1989).

23/ See id. at 16-21.

24/ See Memorandum EC-M-054, supra note 8, at 10. In
general, Kawasaki’s U.S. subsidiary tends to design and
market its product like the Japanese product, and not like
its domestic competitor, Polaris. Therefore, most of the
contrasts drawn in this section are between Polaris and the
Japanese imports. Because Polaris constitutes a significant
force in the domestic industry, I believe these comparisons
are still valid, and reinforce the notion that producers in
this industry each behave quite differently, thus lowering
the overall elasticity of substitution.
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and cluster their models in the utility/recreation end of the
market, while the Japanese produce ATVs falling not only in
that category, but in the youth and performance categories as
well.25/ The Japanese offer many more engine sizes than does
Polaris.26/ Finally, Polaris ATVs have automatic
transmissions, while the Japanese imports (and domestic
Kawasakis) have manual transmissions.27/

Second, the channels of distribution are different for
VPolarié and the Japanese fifms. Polaris sells [***kkkxx] of
its ATVs to distributors than the Japanese, while the
Japanese imports and domestic Kawasakis are sold [****x*x%*
kkkkkkkkxkx*k] to dealers.28/ Polaris retailers generally also
sell snowmobiles, farm equipment, lawn and garden equipment,
or boats, while dealers for the Japanese importers and
domestic Kawasakis generally also sell motorcycles.29/
Polaris retailers are more heavily represented in the
snowbelt, while dealers of the Japanese imports are more

prominent on the West Coast and in the Southeast.30/

25/ See id.

26/ Id. at 11-12. It appears that domestically produced
Kawasakis also offer a wide range of engine sizes. Id.

27/ 1Id.

28/ These Polaris distributors then ship the product to
dealers that sell Polaris ATVs and other Polaris products.
Id. at A-19 (Table 2).

29/ Id. at A-18 - A-19.

30/ See Petitioner’s Post Hearing Brief at 5 (February 2,
1989).
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Finally, Polaris retailers are generally located in rural and
suburban areas, while Japanese dealers tend to be located in
suburban and urban areas.31/

The above factors indicate that the dégree of
substitution between the domestic and imported ATVé is
limited.32/ Staff estimates that the elasticity of
substitution is moderate, falling between 1.5 and 3.5.33/
Petitioners argue that the elasticity of substitution is
moderately high,34/ while Respondents, who point to many of
the same factors identified by the Commission, conclude that
the elasticity of substitution should be characterized as
moderate, but suggest a range of 0.5 to 2.35/ I am persuaded
that, because of the nuﬁber and substantial nature of the
differences between domestic ATVs and ihported ATVs, the
elasticity of substitution is at best moderate, and probably

falls at the low end of the range identified by staff.36/

31/ Id.

32/ It is true that the substitutability of domestic
Kawasakis and Japanese imports is higher than that of Polaris
and Japanese imports. Despite this, I conclude that, when
examining the domestic industry as a whole, there are
significant differences between domestic and imported ATVs.

33/

See
34/ See Petitioner’s Post Hearing Brief, Appendix J, at 3
- (February 2, 1989).

Memorandum EC-M-054, supra note 8, at 10.

35/ See Respondents’ Post Hearing Brief, Appendix 1, at 11,
16 (February 2, 1989).

36/ That is, closer to 1 than to 3.
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No Material Injury by Reason of Dumped ATVs
In this market it is clear that the domestic industry is not
being materiall& injured by reason of unfair imports. First,
demand is declining and becoming increasingly inelastic.
This indicates that the market for ATVs is shrinking and is
increasingly composed of médels for which the demand is less
price responsive.37/ Second, the imported and domestic
products are at best moderately substitutable, a factor that
limits the impéct that sales of the imported product have on
sales of the domestic product. Third, dumping margins in
this.investigation are only moderately large, translating
into about a 25 percent price advantage for the Japanese
product on average. Because of the increasingly inelastic
demand and the moderate degree of substitutability, any price
advéntage resulting from dumping would not have had a strong
effect on domestic sales or domestic prices. Fourth, the
price data collected by the Commission show a mixed record of
under- and overselling by imports.38/ Finally, the absolute
number, value, and market share of imports fell throughout
the period of investigation, indicating that imports were a
declining presence in this market. These figures also
support the conclusion that the imports have not had a

negative effect on the volume of domestic sales.

37/ See Memorandum EC-M-054, supra note 8, at 14.

38/ That is, there is no clear pattern of underselling by the
Japanese imports. See Report at A-59 - A-69.
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Parables Revisited -- The Grasshopper and the Ant
In the Commission’s preliminary investigation of this
product, I noted that "given the large market share héld by
imports from Japan, the impact in the market of even a sméll
price advantage held by Jépénese firms as a result of dumping
could be significant for domestic producers."39/ I also
noted that "the extent of the impact of such a price
adﬁantage will depend to a great extent on the degree of
substitutability between dumped imports and domestic
ATVs."40/ 1In the final investigation, it became clear that
the domestic and imported products were not highly
substitutable, a finding that reduces the significance of the
large Japanese market share in this case.41l/ The parable of
the elephant and the mouse is thus not abt in this final
investigation. |

A more appropriaté parable might be that of the

grasshopper and the ant -- which roughly translates into two

39/ See Certain All-Terrain Vehicles from Japan, Inv. No.
731-TA-388 (Preliminary), USITC Pub. 2071, at 33 (March 1988)

(Additional Views of Chairman Susan Liebeler and Vice
Chairman Anne E. Brunsdale).

40/ Id. at 33 n.23.

41/ In addition, the average of the final dumping margins is
roughly one-third less than the upper range of the dumping
margin allegations noted by the Department -of Commerce in its
notice of institution in the preliminary investigation. See
Certain All-Terrain Vehicles from Japan, Inv. No. 731-TA-388
(Preliminary), USITC Pub. 2071, at a-7 (March 1988). Lower
dumping margins reduce the effect Chairman Liebeler and I
estimated to have been present in this market in our
preliminary assessment of the industry.
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parties pursuing the same goal but using very different
strategies. Both the grasshopper and the ant are looking for
food for the winter, but they conduct their searches quite
differently, so that the strategy and efforts of the
grasshopper have little effect on those of the ant.42/ The
same is true of the domestic and foreign producers of ATVs --

they both competed for customers, but their products and
strategies were sufficiently different that the presence of
Japanese imports in the domestic market did not cause

material injury to the domestic industry.

Conclusion

The evidence presented to the Commission on declining
domestic demand and the increasing inelasticity of deﬁand,
the moderate degree of substitutability between the imported
and domestic products, the moderate dumping margins, the
inconclusive nominal price data, and the declining volume,
value and market share of imports all combine to support a
convincing case of no material injury to this industry.43/

Theréfore, I agree with my colleagues that the statutory

42/ Moreover, neither the ant nor the grasshopper modified
its behavior to mimick the other, until the end of the parable.

43/ As noted in the Condition of the Industry section of the
majority opinion, in which I joined, the domestic industry in
this investigation exhibits a number of positive and negative
indicators, which lead me to conclude that the industry is
neither robustly healthy, nor terminally ill. I view the
effect of unfair imports within that framework.
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criteria are not met arid that no antidumping duties should be

imposed in this case.
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ADDITIONAL VIEWS OF COMMISSIONER RONALD A. CASS
Certain All Terrain Vehicles from Japan
Inv. No. 731-TA-388
(Final)

I havé joined in the Commission's unanimous negative
determination in this investigation. I offer these Additional
Views because my analysis of'the causation of material injury by
feason of the subject imports differs in important respects from

‘that of some of my colleagues.

I. FRAMEWORK FOR ANALYSIS: THE "UNITARY" OR
"COMPARATIVE" APPROACH

In Tit;e VII cases, ; have employed an analysis referred ﬁo
as a "unitary" or "cqmparative" approach te determine whether
imports seld.at iess than'fair value ("LTFV imports") have caused
material injury to a domestic“inaustryg‘ This approach seeks |
explicitly to compare the_dpmeetic indgstry's actual performance
with what the industry's performance would have been had there
been no LTFV impofts.;/ ‘In‘short, it attempts to assess direeﬁiy
the effects 0of selling particular volumes of given imports in the
United States at lessAthan fair value. |

This investigation provides an unusually good illuetration

of the practical, as well as legal, advantages of this approach.

1/ See, e.q., Certain Telephone Systems and Subassemblies Thereof
from Japan, Korea and Taiwan, USITC Pub. 2156, Inv. Nos. 731-TA-
426-428 (Preliminary) 64-67 (Feb. 1989) (Additional Views of
Commissioner Cass); Internal Combustion Engine Forklift Trucks ’
from Japan, USITC Pub. 2082, Inv. No. 731-TA-377 (Final) 113-118
(May 1988) (Additional Views of Commissioner Cass); 3.5"
Microdisks and Media Therefor from Japan, USITC Pub. 2076, Inv.
No. 731-TA-389 (Preliminary) (April 1988). (Additional Views of
Commissioner Cass) ("Microdisks"). _ ’ :
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In this case, we .have been presented with abundant evidence
suggesting.that the condition of the domestic industry has been
adversely affected by factors other than the dumped imports that
are the subject of our investigation. For example, we have
before us information suggesting that Petitioner's ATV business
has been hurt by, inter alia, a lack of demand due to safety

. concerns about.ATVslgenerally;:prohlems,with the quality of
Petitioner's product and with its service, sales support and/or
marketing strategy:; liability concerns; and brand-name loyalty to
existing suppliers other than Petltloner 2/ We have also
concluded that at least some of the industry's problems are due
to "the industry's excess and’significant expansion of capacity
.on the erroneous assumption'thatidomestic conSumption‘was not
going to decline as'it did".3/

Of course, the Commission does'not Compare the harm from
different causes in Title VII cases to‘determine‘whether some
'phenomenon other than sales of LTFV 1mports has caused a greater
1njury. To use the common argot for thlS thought, we do not |
"weigh causes of 1n3ury.g/ We may cons1der, and in this case
properly have considered, information indicatino that harm has

been caused to the domestic indﬁstry by factors other than LTFV

2/ Views of the Comm1ss1on at. 22 23, 28, 31-32.
3/ d, at 32, v l

4/ See, e.g., Hercules, -Inc. v. United .States, 673 F. Supp. 454,
481 (Ct. Int'l Trade 1987); S. Rep. No. 249, .96th Cong., 1st
Sess. 57 (1979): Certain Granite from Italy and Spain, USITC Pub.
2110, Inv. Nos. 701-TA-289 and 731-TA-381 (Final) 22 (Aug. '1988).
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imports.5/ Ultimately, however, this information, standing
alone, cannot suppoft a determination whether the subject
imports; considered separately from other causes of injury, have
caused material injUry-to the domestic industry. Even if we have
concluded that other féctoré appea? to have accounted for thé '
bulk of;any'problems experienced by the domestic industry, that
cannot ever complete our inquiry. Our statutory mandate is to
ascertain whether dumping of:LTFv-imports accounted for some
residual amountAof'injury to the industry that might be regarded
as material. 'Pﬁt another way, in this case, as in every case, an
effort to determine the aétual effects of dumping is essential.

The three-paft-induiry_into the causation of méterial injury
that I conduct in Title VII cases is designed to facilitate such
‘an -assessment.6/ The factors that are listed in the statute, as
well as the order in whichAthey aré listed, suggest that the

Commission must carefully consider three related questions.?/

5/ See S. Rep. No. 249, 96th Cong., 2d Sess. 74-75 (1979); H.
Rep. No. 317, 96th Cong., 1st Sess. 46-47 (1979).

6/ As I have stated in other opinions, I do not believe that an
analysis of recent trends in prices and sales of the domestic
like product, viewed either in isolation or in comparison to
trends in import volumes, can form the basis for any meaningful
conclusions on this subject. See, e.g., Nitrile Rubber from
Japan, USITC Pub. 2090, Inv. No. 731-TA-384 (Final) (June 1988)
(Additional Views of Commissioner Cass).

7/ Title VII directs the Commission, in- assessing the causation
of injury by dumped imports, to

"consider, among other factors --

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

(ii) the effect of imports of that merchandise on



First, the Commission must examine the volumes of imports of the
merchandise under investigation and must, in the process, assess
the extent to which import volumes changed as a result of the
dumping. This change will be closely related.to, and in large
part a function of, changes in the prices of these imports that
occurred consequent to dumping. Second, the Commission must
_attempt to determine how the subject imports affected.prices, and
concomitantly sales, of the domestic like product: Finally, the
Commission must evaluate the extent to which these changes in
demand for the domestio like product caused by LTFV imports
affected such factors as return on inVestment-and the .level of
employment and employment compensation.in the domestic
industry.8/ |

The recently enacted Omnibus Trade and Competitiveness Act.
of 1988 has further directed that the Commission explicitly
consider and state its conclusions on the factors that- define -

each of these three inquiries.9/ Moreover, the Act instructs the

prices in the United States for like'produots) and
(iii) the impact of imports of such, merchandlse on -
domestic producers of llke products . . .. ." :

The statute goes on to spell out these three factors w1th greater
particularity. See 19 U.S. C. § 1677(7)(B)

8/ Of course, the Commlss1on must also evaluate whether these.
effects are "material" within the meanlng of the statute. ThlS
assessment is, in some sense,.a fourth part of our inquiry.

9/ See Pub. L. No. 100-418, § 1328(1), 102 Stat. 1107, 1205 (to
be codified as 19 U.S.C. § 1677(7)(B) (ii)). .I.have explained in
detail in other opinions how the three-part. 1nqu1ry that I employ
considers the specific factors listed in..the statute, as well as
certain other economlc factors relevant to an. assessment of the
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Comm;ssion, in making these inquiries, to consider the particular
dynamics of the industries and markets.l1l0/ Each of the three
inquiries outlined above are undertaken in light of these
directions in the succeed;ng sections of these Additional Views.
A. Volumes and Prices of LTFV Imports

 In this investigation, the‘record evidence indicates that the
effects of dumping on the prices of the subject imports would
have varied significantly for the different Japanese producers.
Due to the disparate manner -in which dumping margins: were
computed for these producers by the Department of Commerce, an
Fnalysis of the impqrts'produced by Suzuki, Yamaha and Kawasaki
involves different conceptual issues than those presented in a
consideration of the imports made by Honda.

“In the case,of.both Suzuki and Yamaha, the final dumping

margins calculated by Commerce were relatively low, but not de

minimis: 8.47% in the case of Yamaha and 14'11% for Suzuki.l1l/

impact of unfairly traded imports on the domestic industry
producing the like product. See, e.dg, New Steel Rails from
Canada, USITC Pub. 2135, Inv. Nos. 731-TA-422 and 701-TA-297
(Preliminary) 35-37 (Nov. 1988) (Additional Views of Commissioner
Cass) ("Steel Rails"); Generic Cephalexin Capsules from Canada,
USITC Pub. 2142, Inv. No. 731-TA-423 (Preliminary) 56-58 (Dec.
1988) (Dissenting Views of Commissioner Cass).

10/ See new Section 771(C) (iii) (IV) of the statute (to be
codified at 19 U.S.C. § 1677(C) (iii) (IV)). See also S. Rep. No.
71, 100th Cong., 1lst Sess. 117 (1987).

11/ See Report at A-7. ‘



Kawasaki was assigned a margin of 35.53%.12/ Kawasaki did not
respond to Commerce's questionnaire and it was therefore
assigned, as the best information'available, the highest margin
alleged for the company in the Petition:.l13/ For all three
companies, the dumping margins were computed on the basis of an
analysis of the prices aétually charged (or, in the case of
Kawasaki, purportedly charged) for ATVs made by those companies
and sold in a third-country market, Canada.l4/ However, such
margins are not conclusive of the effects of dumping on the
prices of the imports made by these producers, for dumping
margins computed on the basis of disparities in foreign market
“and U.S. market prices do not generally constitute a precise
measure of the extent to which the prices of subject imports
declined as the result of dumping.l1l5/° In most such cases, the
.actual price decrease will be less than the full amount of the
dumping margin. The change in the price of LTFV goods that
occurs consequent to dumping depends to some extent on the nature
of the dumping. As defined by the Tariff Act, "dumping"

encompasses, inter alia, any sale of goods at a highér price in

12/ ;g+-at A-T7,
13/ 1d.
14/ Id. at A-6-A-7.

15/ See, e.q., Granular Polytetrafluoroethylene Resin from Japan
and the Netherlands, USITC Pub. 2112, Inv. Nos. 731-TA-385-386
(Final) 74 (Aug. 1988) (Additional Views of Commissioner Cass):
Certain Bimetallic Cylinders from Japan, USITC Pub. 2080, Inv.
No. 731-TA-383 (Final) 44 (May 1988) (Additional Views of
Commissioner Cass).
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the'exporter's home market (or, as in this case, a surrogate fqr
it) and a lower price in the U.S. market:~~In genéeral, dumping by
a foreign producer, charging lower prices in the U.S. for its
products than in the foreign market, occurs because the producer
enjoys more market power in the foreign market‘than in the U.S.
market and seeks to increase its overall profitability by
charging more where the producer is able to and ‘less where he
faces more competition.l6/ '~ Other explanations for dumping are
possible, 1?7/ but Respondents have not argued, and the record
evidence before us does not suggest, that they are at all likely
explanations for the dumping in which Yamaha, Suzuki or Kawasaki
engaged. °‘For the purposes‘of this investigation, in determining
the likely impabtbof‘the alleged'dumping'on the prices of the
imports made by these companies, .the record is most consistent
with the conclusion that LTFV pricing'by these firms was a

product of the disparity in the market power enjoyed by the

16/ Commentators who have studied differential pricing in
international markets have long believed that this is the best
explanation for most instances of dumping. See, e.qg., G. von
Haberler, the Theory of International Trade with its Application
to Commercial Policy 296-317 (1936). See also J. Viner, Dumping:
A Problem in International Trade (1923). 5
17/ For example, dumping may reflect the desire to capture the
value of an established brand name in a market where that name is
known but not to add a premium for that name when its goods are
introduced into a new market. See Microdisks, supra, at 77;
Steel Rails, supra, at 59. Dumping may also be motivated by
predation, but predation is, in general, a most improbable
explanation. As the Supreme Court recognized in Matsushita
Electric Industries Co. v. Zenith Radio Corp., 475 U.S. 574, 589
(1986), "predatory pricing schemes are rarely tried, and. even
more rarely successful”.
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subject foreign producers in Canada, which here is the surrogate
for their respective home market, and their market power in the
U.S. market.

In any case where differential pricing of. sales to the U.S.
market and to a foreign market has .occurred, the :actual decreéase
in the U.S. price of the subject imports. that occurred consequent
_to dumping will be a percentage of the -dumping margin; this
percentage.will be, in large measure, a function of the .
proportion of the sales of the subject foreign producer(s). in
their combined U.é. and the home (or other foreign) market that-
is accounted for by sales in the relevant foreign market (in this
case, Canada) .18/ - In reality, an estimate -of the -decrease in ‘the.
price of -the dumped product that is: derived in this fashion will
be somewhat overstated as it: represents an, approximate upper -
bound of that .decrease.l19/

In the case of Yamaha., -Suzuki .and Kawasaki, sales of ATVs .in
Canada represented a relatively small percentage of their total

BN .t DR

Ll

18/ See, e.qg.. Granular Polytetrafluoroethylene Resin from Japan
and the Netherlands, USITC Pub. 2¥12, Inv,- Nos.: 731-TA-385 and
386 (Final) 74 (Aug. 1988) (Additional Views of Commissioner
Cass); Certain Bimetallic Cylinders from Japan, USITC Pub. 2080,
Inv. No. 731-TA-383 (Final) 44 (May 1988).-(Additional Views of .
Commissioner.cCass) .. L e . .

19/ For a thorough explication of this subject, see R. Boltuck, -
Assessing the Effects on.the Domestic Industry of Price, Dumping,
USITC Memorandum EC-L-149 - at 1, n. 1, 13, 19-21 (May 10, 1988) -
(unpublished). o . -
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sales of Japanese-made ATVs20/ in the combined U.S. and Canadian
markets in 1987, as well as during the first nine months of
1988.21/ Accordingly, the maximum decrease in the price of these
imports that éccurred consequent to dumping was at most a small
percentage of-the_dumping margins calculatgd by Commerce for
those producersrgz/

A different and, in some respects, more complex, mode of
analysis is réquired in order to calculate the effects of dumping
on the price of Honda's imports. The Commerce Department
compgted a dumping margin of 32.89% for Honda using a constructed
value methodqlégy.zg/ I have,used this margin as the measure of
the émouht by which the Honda imports declined as a result of
dumping in order to give Petitioner the benefit of a doubt in
estiﬁating the maximum effect that dumping may have had on the

price of the subject imports. In this particular case, the

20/ Kawasaki, of course, also produces ATVs in the Uniteéd States,
but these ATVs are not the subject of this antidumping
investigation. ' ‘ e ‘ ‘

21/ For Yamaha, the percentage of Canadian sales in a combined
U.S./Canadian market were [ * 1% in 1987 and [ * ]% in the first
nine months of 1988. See Report at A-56, Table 13. For Suzuki,
the comparable figures were [ * ]% in 1987 and [ * ]% in the
first nine months of 1988. Id. For Kawasakli, Canadian sales
accounted for [ * 1% of sales in the combined market in 1987, but
[ ~ - = * ] were made during the first nine months of '1988.
I4. :

22/ The maximum price declines for the Yamaha, Suzuki and Yamaha
products under investigation were, in each instance, approx-
imately 1%.

23/ See Report at A-6-A-7; 54 Fed. Reg. 4864, 4866 (January 31,
1989). T
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outcome is not affected by this treatment of Honda's dumping
margin. However; in general, dumping margins based upon
constructed value raise serious analytical questions that deserve
special attention by the Commission. Because those questions do
not affect the outcome of this case, I will reserve for another
time further discussion of my views on that subject.

In sum, the record evidence makes it quite plain that the
'prices-of the Yamaha and Suzuki and Kawaski imports were not
affected by dumping té any significant extent. The record
evidence also suggests that it is possible that dumping resulted
in significant changes in the prices of the Honda imports. For
the purpose of my analysis of this case, I have used these
maximum possible price changes in order to assess.thé impéctAof
the subject imports on the domestic industry.

Even using the maximum possible price effects, the evidence
before us concerning the the effects of_dumpiﬁg on sales bf the
subject impdrts'indicates that the sales effects'were minimal.
The extent to which decreases in’the prices of the sﬁbject
imbortsnproduce increases in the sales of those products is, in
large measure, a function of the degree to which the imported
product is substitutable for domesticaliy produced ATVs. For .
reasons discussed in more detaii below, all of the evidénce
indicates that the substitutability of the subject ATVs for ATVs
made domestically is quite limited.

B. Prices and Sales of Domestic Like Product
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During the period covered by our investigation, the subject
Jlmports accounted for a substantlal albeit'declinihg, percentage
of all ATVs sold 1n the Unlted States. 1In 1987 and the first
nine months of 1988 perlods during which the Commerce Department
found that dumplng was occurrlng, the subject imports, whether_
measured by quantity or by value, accounted for over [ * 1% of
all ATVs sold in the United States.24/ At first biushf this
{fmight'appear to‘suggest that dumping of the subject importsimight
'have‘produced sionificant.adverse.effects on sales of the
domestic like product

However, Respondents and the Commission staff have presented
ev1dence to us that, 1n my view, demonstrates conclus1vely that
this Wwas: not the case. In partlcular, 1t is qulte apparent that
the subject 1mports and domestlcally made ATVs are, on‘balance,
not close’ substltutes for one another ~This is SO for seueral'
reasonsr | o | |

- ?irst ?thé basfc‘characteristics of the Japanese ATys and

the donestlcally produced ATVS particularththose made byh
Petltloner Polarls, are fundamenta;ly different in several
important respects.~'Perhaps most.importantly, as suggested in
connection with' the commission's discussion of the like product

issue, there simply are,no domestically-produced counterparts to

24/ Specifically, on .a quantity-measured basis, the subject
imports accounted for [ * 1% of the domestic market in 1987 and
[ * 1% in the first nine months of 1988. See Report at A-45,
Table 18. On a value-measured basis, they accounted for [ * 1%
of the domestic market in 1987 and [ * 1% in the first nine
months of 1988.  Id: :



- 64 -

seveéral types of ATVs sold in the United States in substantial
quantities by the Japanese producers, including youth ATVs, small
displacement ATVs and high performance ATVs.25/ Moreover, the

features that are typicaliy found ‘on Japanese made ATVs differ in

25/ See Views of the Commission at 7-8. .

In that context, it should be noted that Respohdents argued
at length that a hedonic analysis of the prices of certain ATV
models indicates that there are:.at least three separate ATV v
market "segments". 'See, e.d., Respondents' Posthearing Brief at
Exhibit 2. Because the parties devoted a significant amount of
time to this issue, I believe that Respondents' argument deserves
some discussion here. 1In general, I believe that the
Commission's traditional like product analysis defines the
criteria that properly guide the Commission's evaluation of like
product issues.  See Microdisks, supra, at 41-49. Thus, in this
case, I have joined in the Commission's discussion of the like
product issue. See Views of the Commission at 3-11. I am not
prepared to say that hedonic or other econometric analyses of the
sort proffered by Respondents in this invegtigation are
necessarily irrelevant to our like product gvaluation. However,
I believe that Petitioner has persuasively argued that data
limitations and other factors limit the significance of the
particular hedonic analysis that Respondents have advanced in
this case. See generally Petitioner's Posthearing Brief at .
Attachment I. Respondents' analysis does, however, support other
evidence before us indicating that consumers do not view ATVs as
perfectly uniform commodities. Instead, consumers distinguish
among ATVs on various grounds other than price, the most
important of which are identified by Respondents. For the
purposes of a like product analysis, however, the question is not
whether such differences exist. Rather, we must answer two
questions about consumers' reaction to these products: first,
whether the differences in product characteristics are
sufficiently important to consumers that the products should be
treated separately; and second, whether the significant
characteristics are distributed.among products in a way that
allows easy separation of those products. I believe that the
answers to these questions are negative in this c¢ase, but note
that, given our disposition of this investigation, rejection of
Respondents' like product argument does not affect our
determination. I also note that, because my analysis of
causation of material injury is sensitive to differénces in
market responses to imports and domestic products, the impact of
the like product determination on case outcomes is, in this case,
as in other cases, to some extent muted. '
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many ways from those»found on the ATVs madé by Petitioner
Polaris. Japaneée made ATVé'come iﬁ'a variety of enéine sizes,
whereas all Polaris ATvs‘have a 250cc engine.26/ The Japanese
ATVs have manual transmissions and -shaft drives; Petitioner's
ATVs have automatic transmissions'and chaiﬁ drives.27/
Petitioner's ATVs also have.a variety Cf other distinguishing
feétures - g;QA, floorboards as opposed to footpegs.28/

The subject imports are also marketed in ways that differ
fundamentally from the manner in which Petitidner's‘ATVs are
sold. Petitioner sells the majority of its ATVs { = *

o * * * ], while mbst Japanese imported ATVs are sold
directly to dealers.23/ The nature of,theioutléts through which
the products ére ultimateiy sbld also differ significantly. “Most
Japanese made ATVS are‘sold by motorcycle dealers, 30/ while

Petitioner's ATVs are sold through snowmobile, boat and marine,

farm implement, and lawn and garden equipment dealers.31/

-r

26/ See Report at A-59; USITC Memorandum EC-M-054 (February 27,
1989) from Office of Economics ("OE Memorandum") at 10.

217/ Report at A-59; OE ‘Memorandum at 12.

28/ See Report at A-59. Many dealeré suseYed by the Commission
indicated that these features provide safety advantages, easier
handling and tighter turning. Id. ' '

29/ OE Memorandum at 10.

30/ OE Memorandum at 10; Respondents' Prehearing Brief at 50.

31/ OE Memorandum at 10. See a1§ofRespondents' Prehearing Brief
at 50. ‘ " o .
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Other less objective, but nevertheless -widely observed,
factors also operate to limit the substiputability‘of,the
Japanese and domestic like products. Brand-name recognition is.
generally seen as-an important -factor in purchasers'
decisions, 32/ and it,appears that the -domestic ‘like product may
enjoy certain advantages because it is perceived as "made in
_America".33/ Finally,. it is clear that there are marked,
widely divergent, consumer.perceptions respecting the quality of
the Japanese ATVs ‘and Petitioner's products.34/ .

For all of these reasons,; the evidence strongly indicates
that the subject imports did not-have..a significant effect on
either prices or sales of the domestic like product. Viewed in
the light of that evidence, it is.plain that dumping -- the sale
of imports at LTFV that are the subjects of this investigation
-- does not in any appreciable-way account -for the rather large
share of the domestic market that is held.by-the subject
producers. The Japanese producers are, to a 1arge extent, simply
makihg‘a product that, 1f not SO dlfferent as to be wholly unlike-
the domestic ATVs, nonetheless differs: significantly from them.

C. Investment and Emplovment

32/ OE Memorandum at 11; Respondents' Pesthearing érief at 12-13.
33/ Report at A 82 A- 83

;_/ Compare Report at A- 72 [ * o '],‘A—77 [ = *

oo X 1, A-77 | * *ooox d. A-77 | * * -1, A-77-78
[ * * * ] with id. at A-76 [ * * * 1, A-77 [ *
*

* 1, A-78 [ 0 x o+ ], A-78 [ * o+ ],
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'As the Views of The Commissionvsuggest. the investment and
employment data compiled by the Commission are somewhéﬁ mixed.35/
However, as the Commission has also pointed out, these data do
not in any.event provide any support for the conclusion that
dumping -—- as‘opposed to other factors, such as reduced demand
for ATVs -- is responsible for any problems that the domestic
industry has been experiencing.;ﬁ/ I have little to add to the
Commission's discussion of these data, but believé that two
points deserve special emphasis.

First, the probative value of the financiai data provided
for_Kawasaki's'domestic ATV operations is qQuestionable because
Kawasaki Motors Manufacturing Corp., U.S.A, ("KMM") engages in
numerous and sizable tranéactions with sister companies. KMM's
financial data are therefore the product’¢f a number of
artificial allocations,that may.or may not be a meaningful
refleétion of KMM's actual financial performance.

Second, the financial data provided to the Commission by
Pe;itioner raise a number of questions that have not; in my view,
been adequa;ely éddressed by Petitioner.37/ 'in particular, it

appears that certain of Petitioner!s'[‘_ * * * * *

* * * * * * * x . = * %* *

35/ See Views of the Commission at 22-26.
.36/ See Views of the Commission at 22-23, 28, 31-32.

37/ See Respondents' Prehearing Brief at 16-17, 10-13;
Respondents' Posthearing Brief at 7-9.
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* * * %] 38/ It also appears that Petitioner has
allocated to its ATV operations. an extraordinarily high
percentage of cértainicoétslthat it incurred in expanding a plant -
that is also devoted in- substantial ‘part to the production:of -
snowmobiles. For these reasons, f'have taken with the proverbial
grain of salt Petitioner’'s'claim that its ATV operations "are not

generating sufficient returns. .

II. APPLICATION OF THE CADIC MODEL

In assessing the impact of the dumped imports on the U.S.
industry,' I considered, - among ‘other things, the analysis provided
by Commission:staff using the computable market-simulation
"Comparative Analysis of: the Domestic Industtry's Coendition Lotus :
Template System'", commonly knowr'as the:"CADIC model".39/ This- '
model generates :estimates.of changes:in the prices and quantitieé
sold of a domestic industry's like product -under various
descriptions offthe imports' - -volumes, -dumping margins, and
markets for the imports and the domestic 1liKe-product. - ‘The CADIC

model has been described fully-in publicly-available

B

8/ See Report at Table 11.

(98]

39/ The analytical framework underlying the CADIC model ‘is
explained in detail in R. Boltuck, Assessing the Effects on the
Domestic Industry of Price Dumping, USITC Memorandum EC-L-149
(May 10 & 18, 1988) (unpublished). The results of the Commission
staff's use of the model in this case .are set'-forth in USITC
Memorandum EC-M-057 (February 28, 1989) from 'the Office of
Economics.
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documents,iQ/ and copies of the computer program,haye'been made
available to all interested members of the puhlic |

Con31deratlon of thls model can ass1st commlss1oners 1n
asses51ng the s1gn1f1cance of dlfferent Judgments respecting the
substltutablllty of 1mported and domestlc products, consumers'
reactlons to changes 1n prlces of the products at 1ssue, and
producers w1lllngness to 1ncrease their supply of those
products. These are Judgments that, for reasons previously
discussed, crltlcally affect our assessment of 1n3ury causation
under the criteria setAforth in Title VII. Of course, each
commissioner must decide what factual inferences should be drawn
.rom the record 1nla glven 1nvest1gatlon respectlng these
matters, and each comm1ss1oner must also dec1de what weight to
give to the estlmates generated through appllcatlon of the model.
When I do not believe that the 1nformatlon generated by the model
is useful (that 1s, when I find that the assumptlons upon which
‘the model is based are unreallstlc in llght of the other evidence
of record in a partlcular 1nvest1gatlon or that the information
necessary to employ the model cannot be rellably 1nferred from
the other evidence of record), I do not rely upon the estimates
that the model producesv '

In this 1nvest1gatlon however, I have found the model quite

useful. In this case, all of the partles dlscussed at length

40/ See R. Boltuck, Assessing the Effects on the Domestic
Industry of Price Dumping, USITC Memorandum EC-L-149 (May 10 &
18, 1988) (unpublished).
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various estimates of the effects of dumping on the prices and
.velume of the domestic like product that might be derived by
using the model Although each side argued that the CADIC model
ylelded estlmates that were favorable to their view of the case
'—— in other words, estimates that were themselves quite different
-- all of the bafties appafently agreed that the model itself is
antanalytical.tooi that was useful in understanding the manner
and extent to which dumping affected the domestic industry.

Each of the parties also aannced a number of.arguments
challenging the initial'judgment of the Commission's staff on
certaln questlons that are relevant to the estimates obtained by
using the model. 41/ The staff took these arguments fully into_
account in reflnlng its Judgment on these questlons 42/

In thls investigation, I believe that the CADIC model,
.‘propefly applied, supports the conclusion that I have reached on
| the question df'material injury. 1In short, such an application
ef the model indicates that dumping did ndt produce effects on
prices or sales df the domestic like product that can reasonably
be regarded as materlal |

The estimates of the price and volume effects that I derive
by using the model:are, for a variety of reasons, much closer to
the estimates suggested by Respondents than to those proffered by

Petitioner. Based upon its use of the model, Petitioner argued

41/ See, e.9d, Petitioners' Posthearing Brief at Attachment J;
Respondents' Posthearing Brief at Exhibit 1.

42/ See OE Memorandum at 7-8, 9—10. 12, 14.
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that the subject imports caused declines in the price of thé
domestic 1like producﬁ of 3 to 4 percent and sales decreases of 19
to 26 percent.43/ I believe that these estimates are grossly
overstated for two reasons. |

First, for the reasons previously discussed, in my view, the
substitutability of the Japaﬁese made ATVs for the domestically
produced product is quite limited. _Accordingly, I do not think
it likely that Petitioner is correct in contending that the
elasticity of substitution between the two products -- an
important element takeﬁ'into account by the model -- was as high
as three or four.44/

The second important reason why Petitibner's estimates
cannot be credited is that Petitioner, in using the model,
- apparently assumed that dumping caused the price of the subject
imports made by each of the Japanese producers to fall by the
full amount of the applicable dumping margin.45/ For the reasons
previously statéd, I believe that this assumption has no basis in
the record because, in the case of the imports produced by
Yamaha, Suzuki and Kawasaki, there is-every reason to believe
that dumping caused the price of the imported products to |

decrease by only a relatively small percentage of the dumping

43/ Petitioner's Posthearing Brief at Attachment J at 8, Exhibit
A, :

44/ See Petitioner's Posthearing Brief at Attachment J at Exhibit
A.

45/ 1d.
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margin.46/ If Petitioner's erroneous assumption is corrected, it
quickly becomes apparent that, even using the high elasticity of.
substitution posited by Petitioner, the price and volume effects

of dumping were modest.47/

46/ See discussion, infra, at 57-61.

47/ Respondents' Posthearing Brief at Attachment J at Exhibit A.

In particular, the maximum effect on prices of the domestic like

product was less. than one percent and the maximum effect on sales
. of the domestic like product was less than four percent. Id.

In that context, however, it should be noted that Petitioner
is correct in arguing that there is no basis for assuming that
dumping had po effect on prices or sales of the domestic like
product. Petitioner correctly observes that, if one were to
conclude that the elasticity of demand for ATVs generally and the
elasticity of substitution between Japanese made ATVs and
domestically produced ATVs were identical, then one would find
that dumping had no effect on domestic prices and sales. Id. ac—
Attachment J at 8-9. But, contrary to Petitioner's assumption,
this conclusion does not follow from, and is indeed inconsistent
with, the information developed by the staff.

Prior to the hearing that was held on January 26 in this
case, the staff provided the Commission and the parties with
preliminary estimates of ranges for the relevant elasticities,
and the mid-points of the ranges for the demand elasticity and
the elasticity of substitution were, in fact, the same number.
See USITC Memorandum EC-M-018 (January 24, 1988) from the Office
of Economics. However, in suggesting ranges for these
elasticities, the staff at no time suggested that the actual
elasticity in each case fell midway between the two ends of the
range. Moreover, it should be noted that, even if one were to
choose an elasticity figure that is the mid-point of the
elasticity ranges ultimatelv suggested by the staff, this would
not produce identical numbers for the elasticity of demand and
the elasticity of substitution. See OE Memorandum at 10, 13.

I also note the common sense basis for distinguishing
between these two numbers and, in every estimation of effects of
LTFV imports, for concluding that. the elasticity of substitution
(of the like product for the subject imports) exceeds the demand
elasticity for the aggregate product category (including imports‘
and the domestic like product). In selecting the domestic like
product, the Commission identifies the product that competes most
closely with the subject imports. However different the two
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1¢nomy Y(8gMént?°Réspondents are correct in asserting that a
proper app?id3atPBH 8f the CADIC model indicates that dumping did

not? p¥dadeéls2gnificant effects on prices and sales of the
domesticaiiﬁédﬁroduct;4§/ Respondents' estimates are not
suﬁgfa"%§a§i§’different from those estimates developed by the
sRAEFIBRAT I believe most closely approximate the actual effects
of duﬁﬁing on prices and sales of the domestic like product.49/

" 2U0Ijowever, in saying this, I emphasize that I found entirely
unpersuasive many‘cf the arguments advanced by Respondents in
support of its position with respect to the applicaticn of the
CADIC model to the facts of this case. I note in particular that
Respondents challenged at great length the use in the CADIC model
of the dumping margins found by the Départment of Commerce.50/
Respondents appear to object particularly to the use of the

dumping margins_calculated by Commerce for Respondent Honda.51/

products, the domestic like product must be more similar to the
subject imported product than the residual "basket" category of
all other products. Because relative price changes will cause
consumers to shift purchases among more similar products faster
than among less similar products, it necessarily follows, using
the jargon of economists, that the elasticity of substitution for
the most. similar products exceeds the elasticity of demand for
those products as a group, for the elasticity of demand measures
price-related substitution from the similar products to all other
(less similar) products : :

48/.See Respondents' Posthearing Brief at 33-34.
9D0i%: '

49/ See USITC Memorandum EC-M-057 (February 28, 1989) from Office
of Economics, Table 1, Scenario 1.

JAdssn

50/ dd. at Exhibit 1 at 25; Exhibit 9.

51/ Id.
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It is not clear whether Respondents oRgect LQ,3nY Use

Honda's margin, or instead objects only to the use;Qf:an¥s ~ysgoxqg

weighted average that fails to take into account;the,fagtnthaty,,
Honda's dumping margin was calculated in a manner £hat;is,;sasmob

different from the way in which margins were calculatedfor-the, .

other three Japanese producers. If Respondents' only copgernsis,

--the -latter concern, then it is groundless for, as previously;p 3o

noted,52/. I have separately examined the margins for the various
producers in .determining the extent to‘which dumping caused a -y
decrease in prices of the subject imports, preciéely because
Honda's dumping margin was computed under a different formula
than the one used for the other Respondents.53/.

If Respondents' objection is instead.agaihst any use of the
Honda margin, the arguments advanced by Respondents provide no
grounds for such an objection. Among other-things, Respondents
argue that Honda's weighted average dumping margin "clearly does

not reflect actual market conditions" because "[n]lot a single

5

casé of lost séies or underselling wasvfouhd [by the /o)
o)

Comm1ss1on]" 54/ However, given the manner in Wthh dumplng isyy
xulz

R : . . ixrg

52/ See discussion, supra, at 57-62. - . : : al)

53/ This is also true of the estimates developed by the staff.\8h
See USITC Memorandum EC-M-057 (February 28, 1989) from the Office
of Economics. ‘ : .2 \eb

- . >3 10
54/ Respondents' Posthearing Brief at 25-26. In the same breath,
Respondents appear to qualify this argument by saying that no \g¢
"systematic" underselling was found. Id. at 26.

BI \Lg
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defined by law,55/ one need not find lost sales or underselling
in order to find dumping. Those are, instead, effects of dumping
that indicate injury to the domestic industry. Respondents also
dispute at great length the manner in which the Commerce
Department computed the Honda dumping margin.56/ Respondents go
on to suggest that the Commission use, instead of the Honda
margin, a weighted average of the Yamaha-Suzuki margins or the
Suzuki margin itself as "the best available information".il/
However, I am at a loss to find any legal or factual basis on
which the Commission might proceed in that fashion, and
Respondents have suggested none. AsAI have stated in other
opinions, I believe that the dumping margins calculated by the
Department of Commerce are the best available information and
that we should use them as such.58/ Moreover, Respondents have
provided the Commission with no information, other than its bald
assertion, to support a cogclusion that some figures other than
those provided by Commerce better "reflect actual market

conditions". Respondents' argument may in fact be true; I do

55/ A foreign producer engages in dumping, within the meaning of
the law, when it charges a lower price for a good in the U.S.
market than it charges for the same good in its home (or other
surrogate foreign) market, or, in certain cases, when it charges
a price for the good in the United States that is lower than its
"cost of production" as calculated by Commerce.

56/ Respondents' Poshearing Brief at Exhibit 9.
57/ 1d.
58/ See Granular Polytetrafluoroethylene Resin from Japan and the

Netherlands, USITC Pub. 2112, Inv. Nos. 731-TA-385-386 (Final)
63-67 (Aug. 1988) (Additional Views of Commissioner Cass).
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not, however, have any.basis in the factual record apart from.
their assertion to rest such a judgment.

Finally, I note that Respondents state that they have used
an elasticity of substitution of -.5 in the CADIC mpdel to
estimate the price and sales effects of the subject imports on a
domestic industry producing all ATVs.59/  Although I have
concluded that the substitutability of the Japanese made and-
domestically produced ATVs is limited, I do not believe that it
is quite as limited as such a very low‘elasticity figure would
suggest.60/

In short, then, while I am in essential agreement with
Respondents' views respecting lhe.qltimate conclusions that one
might draw from the use of the CADIC model in:this case, I do not
subscribe to certain of the arguments that they have made in

urging us to reach these conclusions.

. CONCLUSION

For all of the foregoing reasons, I concur with_the

Commission's determination that the domestic industry has not

59/ Respondents' Posthearing Brief at Exhibit 1 at 38.

60/ I also note that the elasticity of substitution that
Respondents say that they have used is less than, and therefore
inconsistent with, their posited elasticity of demand of -1.5.
See id. For an explanation of why these two elasticities are:
inconsistent, see discussion, supra, at n. 47. ‘

Respondents have also raised other, more minor technical
issues. Although these may be of some significance in other .
contexts, given the disposition of this case, I do not believe
that discussion of these issues is merited here.
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been materially injured by the LTFV imports that are the subject

of this investigation.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Following a preliminary determination by the U.S. Department of Commerce
that imports of all-terrain vehicles (ATVs) 1/ from Japan are being, or are
likely to be, sold in the United States at less than fair value (LTFV), the
U.S. International Trade Commission, effective September 12, 1988, instituted
investigation No. 731-TA-388 (Final) under section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1671d(b)) to determine whether an industry in the United
States is materially injured or threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports of such merchandise, provided for in subheading 8703.21.00 of
the Harmonized Tariff Schedule of the United States (HTS). 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 of
October 26, 1988 (53 F.R. 43275). 2/ The hearing was held in Washington, DC,
on January 26, 1989. 3/ Commerce notified the Commission that it had made its
final LTFV determination on January 31, 1989. The applicable statute directs
that the Commission make its final injury determination within 45 days after
the final determination by Commerce, or in this case by March 16, 1989,
However, the Commission’s administrative deadline for transmitting its final
determination to the Secretary of Commerce is March 10, 1989,

Background

This investigation results from a petition filed by Polaris Industries,
L.P., on February 9, 1988, alleging that an industry in the United States is
materially injured or threatened with material injury, or the establishment of
an industry in the United States is materially retarded, by reason of LTFV
imports of ATVs from Japan. In response to that petition, the Commission
instituted investigation No. 731-TA-388 (Preliminary) under section 733 of the
Tariff Act of 1930 (19 U.S.C. § 1673b(a)) and, on March 21, 1988, determined
that there was such a reasonable indication of material injury.

1/ For purposes of this investigation, certain ATVs are defined as motor
vehicles principally designed for off-pavement use by one operator and no
passengers and contain internal combustion engines of less than 1000cc cylinder
capacity. The ATVs under investigation are nonamphibious, have three or four
wheels, and weigh less than 600 pounds. They have a seat designed to be
straddled by the operator and handlebars for steering control. If imported,
they were previously reported under item 692.1090 of the Tariff Schedules of
the United States Annotated (TSUSA).

2/ Copies of the cited Federal Register notices are presented in app. A.

3/ A list of the participants in the hearing is presented in app. B.
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The Product

Description and uses

ATVs are three- and four-wheeled motorized vehicles powered by gasoline
internal combustion engines having piston displacements that range from 70cc to
500cc. 1/ However, the majority of the ATVs produced in the United States and
the imported models have engine sizes ranging from approximately 250cc to
350cc. The engines have either one or two cylinders with two- or four-stroke
cycles, and can be either air or water cooled. Most ATVs are equipped with 5-
or 6-speed transmissions and all are less than 63 inches in height, 50 inches
in width, and 600 pounds in weight. All ATVs have a seat designed to be
straddled by the operator and handlebars for steering control. Tires used on
- ATVs are wide and lightweight, and have a recommended air pressure of only 2 to

6 pounds per square inch. Most ATVs have both front and rear brakes, and are
equipped with either electric, kick, or pull starters. Both the imported and
the domestic ATVs are constructed in a similar manner, but each has different
features.

Imported ATVs and those produced by Kawasaki Motors Manufacturing Corp. in
the United States are available in a wide variety of models and engine sizes.
They generally have five- or six-speed transmissions, footpegs for footrests,
and a -dual braking system. In comparison, the Polaris ATVs are available in
only two or three models, in only one engine size (250cc), with variable-speed
transmissions (automatic, i.e., requiring no shifting), footboards instead of
footrests, and a single brake lever, which slows the front and rear wheels at
the same time. -

Three-wheelers versus four-wheelers.--Three-wheelers and four-wheelers can
be used for basically the same purposes, including sport/recreational uses and
nonrecreational uses such as hauling, lawn mowing, and so forth. However, the
three-wheeler may be somewhat more appealing to a recreational driver or racer.
The three-wheelers are smaller, lighter, and have a smaller turning radius, 2/
which requires greater operator participation when turning. For these reasons,
they are easier to maneuver than four-wheelers, but also are perceived to be
less stable.

The four-wheelers, on the other hand, have more features that are useful
for utility applications. For example, the four-wheeler has better stability,
and a greater carrying capacity than the three-wheeler, as well as allowing for
the option of four wheel drive. In addition, the four-wheeler leaves only two
tracks whereas the three-wheeler leaves three, which makes the four-wheeler
better suited for work in fields with row crops.

Uses.--ATVs are designed solely for offroad use. They have a variety of
uses including recreational riding, transporting materials, gardening and
farming, herding cattle, snowblowing, and racing. For purposes of this
investigation we have identified three general use classifications: sport,
utility/sportsman, and utility. In addition, within these categories,

1/ Three-wheeled ATVs are no longer produced in the United States or imported
into the United States,

2/ It has also been reported that the tighter turning radius makes the three-
wheel ATV better suited for use in barns.



A-3

distinctions could be established on the basis of engine size; the ATVs with
smaller displacement engines are used primarily by younger. riders for
recreative purposes and those with larger displacement engines are driven by
older riders for heavy utility purposes. All of these classes, however, tend
to overlap. Most ATVs could be used for recreational riding as well as for
some utility purposes,

The sport ATVs are normally used for racing and recreational riding. They
usually have kick starters, higher performance engines, a superlor suspension
system, and no rack or trailer hitch.

The utility/sportsman models are generally used for a combination of light
utility applications such as light grounds and farm maintenance, and sportsman
activities such as carrying hunting, fishing, and camping equipment. These
ATVs normally have lower performance engines than sport models, may come with
one or two racks for cargo, and have electric starters,

The utility vehicles are often used for more heavy-duty work-related
endeavors. These ATVs may be used when tilling soil, spraying crops, plowing
snow, and transporting fairly heavy equipment. They may also be used for
hunting, fishing, and camping where the terrain is especially rough and
demanding. These models usually have an electric starter, a trailer hitch, and
racks for cargo. They may also have four-wheel drive and power take-offs.

Substitute prdducts.—-There'are no perfect substitutes for ATVs. No other
types of vehicles are currently available that weigh less than 600 pounds and
can be used for both recreational and utility purposes. 1/

Off-highway motorcycles are the closest substitutes available for sport or
recreational purposes. These motorcycles can also be ridden in various
terrains such as through woods, on sand, and over hills. However, these
vehicles are not designed to pull equipment or carry cargo.

Off-highway motorcycles have some of the same physical characteristics as
ATVs. The engine sizes of off-highway motorcycles range from approximately
50cc to 600cc, close to the size range for ATVs. In addition, these vehicles

1/ There are other vehicles being produced in the United States that are
similar to ATVs. 1In October 1988, Polaris began production.of a 6-wheel
vehicle, called the Big Boss. It is primarily a utility vehicle, which has a
box in the back for hauling equipment. In October-December 1988, Polaris
produced *** of these vehicles. In November 1987, Kawasaki began production of
the Mule 1000, a utility vehicle designed to fill the niche between an ATV and
a mini pickup truck. Like the Polaris Big Boss it has a box in the back;
however, it has only 4 wheels and has a bench seat and a steering wheel.
Kawasaki produced approximately *** of these vehicles in 1988. Recreative
Industries produces a 6-wheel ATV that is used primarily for hunting. The
company produces approximately *** a year., John Deere markets a five-wheel All
Material Transport Vehicle (AMT600). It has a box in the back for carrying
equipment, weighs 800 pounds, and can travel up to 20 miles per hour. It can
travel only on level terrain and does not have any recreational uses. The
AMT600 has been on the market for approximately 2 years. John Deere sold
approximately *** of these vehicles in 1987. ' '
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have four-stroke single-cylinder engines, five- or six-speed transmissions,
seating for one person, and handlebar steering.

Garden tractors may be used in many of the same applications as utility
ATVs. Both vehicles can be used for lawn mowing, snowblowing, transporting
materials, and for agricultural purposes, such as tilling soil and spraying
crops. However, there are three major differences between a garden tractor and
a utility ATV. First, a garden tractor’s towing capability is normally
greater. Second, garden tractors travel at significantly lower speeds than
ATVs. The top speed of a garden tractor is usually between 8 and 10 miles per
hour; in comparison, utility ATVs can travel up to, and sometimes over, 30
miles per hour. Last, garden tractors are designed to be ridden in primarily
flat, agricultural areas, whereas ATVs may be ridden on almost any terrain.

Garden tractors also have many of the same features as utility ATVs. Both

may have five-speed transmissions, similar size engines, power take-offs, and
trailer hitches.

Manufacturing process

There are currently two U.S. manufacturers of ATVs--Polaris, located in
Roseau, MN, and Kawasaki Motors Manufacturing Corp., U.S.A. (KMM), 1/ located
in Lincoln, NE. Polaris primarily manufactures snowmobiles and ATVs. KMM
primarily manufactures motorcycles, jet skis, and ATVs,

At present, Polaris manufactures * * *, In contrast, KMM produces * * *,
In addition, Polaris manufactures * * * 6 whereas KMM * * *,

The first stage of the manufacturing process typically involves stamping,
cutting, and bending steel sheets, coils, and tubing intc different shapes and
'sizes. These parts are machined and placed in welding jigs, where they are
welded together either manually or by robots. Each part is sent down the
‘conveyor line for additional welding until the entire frame has been welded.
The frame is then dipped in water to ensure that it has been properly welded
and does not leak and is then placed on a conveyor belt and brought into a

large vat, where it is washed, dried, and painted. Polaris * * *  whereas KMM
* % %

The frame is then brought to the assembly line. Production operations can
generally be divided into three separate processes: preassembly, subassembly,
and final assembly., During preassembly, the drive system (the transmission,
sprocket, and rear assembly) is assembled onto the frame. During subassembly,
the components that are built onto the engine (e.g., the clutch, manifold,
carburetor, throttle cable, and so forth) are assembled. During final
assembly, the body, engine, gas tank, tires, and all other components are
installed. The ATV is then inspected, boxed, and prepared for shipping.

1/ Polaris has alleged that it is the only U.S. manufacturer of ATVs in the
United States, and that KMM is an assembler. For purposes of expediency, KMM
will be referred to as a producer throughout this report, with the
understanding that this is an issue to be considered by the Commission. For
further information on the nature of the two firms’ manufacturing operations,
see the section of this report entitled “The U.S. industry.”



U,S, tariff treatment -

Imports of ATVs are classified in subheading 8703.21.00 of the Harmonized
Tariff Schedule (HTS); they were previously classified in item 692.10 of the
Tariff Schedules of the United States (TSUS). The current column 1 general
rate of duty 1/ of 2.5 percent ad valorem is the final staged duty reduction
negotiated in the Tokyo Round of the Multilateral Trade Negotiations (MIN). 2/ 3/
The column 2 rate of duty 4/ is 10 percent ad valorem. 5/

Most imported ATV parts (except engines and engine parts) are classified
‘in subheadings of HTS heading 8708. The current column 1 general rate of duty
for such articles is 3.1 percent ad valorem and the column 2 rate of duty is 25
percent ad valorem, Eligible Canadian products enter free of duty under the
provisions of the Automotive Products Trade Act of 1965 (APTA). Engine and
engine parts imported for ATVs are classified in subheadings of HTS heading
8407 (formerly in TSUS items 660.56 and 660.57). The column 1 general duty
rate is free, and the column 2 rate is 35 percent ad valorem. Eligible
Canadian engines and parts enter free of duty under the provisions of APTA,.

. One U.S. producer, KMM (Lincoln, NE), currently produces ATVs in areas
esignated as foreign trade zones or subzones (FTZs). 6/ Since FTZs are

1/ The rates of duty in the general subcolumn of col. 1 are most-favored-nation
(MFN) rates and are applicable to imported products from all countries except
those Communist countries and areas enumerated in general note 3(b) of the HTS.
However, the MFN rates do not apply if preferential tariff treatment is sought
and granted to products of developing countries under the Generalized System of
Preferences (GSP) or the Caribbean Basin Economic Recovery Act (CBERA), or to
products of Israel or Canada, as provided under the Special rates of duty
subcolumn of col, 1, .
2/ Rate effective Jan. 1, 1987.
3/ If an ATV were imported from Canada, it would enter duty-free under the
Automotive Products Trade Act (APTA). However, no ATVs are currently produced
in Canada.
4/ The rates of duty in col. 2 apply to imported products from those Communist
countries and areas enumerated in general note 3(b) of the HTS.
5/ In addition, pursuant to the Omnibus Budget Reconciliation Act of 1986, a
user fee of 0,17 percent ad valorem on most U.S. imports is in effect.
6/ An FTZ or subzone is a site within the United States where foreign and
domestic merchandise is considered by the U.S. Government as being outside U.S.
customs territory for purposes of paying customs duties. Foreign or domestic
merchandise may be brought into these enclaves without a formal customs entry
or the payment of customs duties or Government excise taxes, and without a
thorough examination. Merchandise brought into a zone or subzone may be

tored, tested, relabeled or repackaged, displayed, manipulated in some manner,
mixed with domestic and/or foreign materials, and used in an assembly or
manufacturing process. If the final product is exported from the zone or
subzone, no U.S. customs duty or excise tax is levied. If the final product is
imported into the United States customs territory, U.S. customs duties and
excise taxes are due only at the time of its physical removal from the zone or
subzone and formal entry into the United States customs territory. At the
importers’ option, the product may be classified either based upon its form as
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outside the U.S. customs territory, foreign parts entering an FTZ to be used in
the assembly of a completed product (such as ATVs) need not be assessed U.S.
duties until the final product is imported into the U.S. customs territory. An
FTZ user can elect to pay duties based on the rate applicable either to the
parts (by declaring the merchandise to be “privileged” prior to manufacture) or
to the completed product when it is imported from the FTZ. 1/ When the duty
applicable to the completed product is lower than the duty applicable to the
parts, an FTZ user may realize certain savings by electing not to declare its
foreign parts as “privileged;” with the declaration of “privileged” status, the
FTZ user would instead pay the higher rate applicable to the parts. However,
the zone user may let the parts remain “nonprivileged;” use them in the
manufacture of a completed product, and then “import” the completed product and
pay the lower duty rate applicable to the dutiable value of that product. If
duty is paid on the completed product, it is only to the extent of
nonprivileged imports comprising the product, not on the value of the entire
end product,

Nature and Extent of Sales at LTFV

On January 31, 1989, Commerce published notice that it had made a final
determination that certain ATVs from Japan are being, or are likely to be sold
in the United States at LTFV. Commerce’s investigation covered the period
September 1, 1987, through February 29, 1988. Commerce established 2
categories of “such or similar merchandise”: (1) three-wheel ATVs and (2) four-
wheel ATVs. Comparisons were made on 61.0 percent of Honda’s sales to the
United States, 79.8 percent of Yamaha’s, and 92.6 percent of Suzuki’s.

Kawasaki did not respond to the Commerce questionnaire.

'To make a determination of whether sales of the subject products were made
at LTFV, Commerce compared the U.S. price with the foreign-market value. As
noted before, Kawasaki did not respond to the Commerce questionnaire, therefore

entered into the zone, or upon its form as imported from the zone into U.S.
customs territory.
1/ Foreign merchandise (goods of foreign origin that have not been released
from Customs custody within the customs territory) in an FTZ may have either
"privileged” or “nonprivileged” status. If such articles have not been
. manipulated or manufactured so as to effect a change in tariff classification
(19 CFR 146.41), an application may be made to the district director of Customs
to treat the goods as privileged. If the application is accepted, the goods
are classified and appraised according to their condition and quantity on the
date of filing, even if the goods are subsequently changed in form and though
the duties need not be paid until entry into the customs territory. Other
foreign merchandise is afforded nonprivileged status, and duties are payable at
entry into the customs territory in the condition and quantity imported. The
_choice of declaring privilege can result in a significant difference in
applicable customs duties, particularly if duty rates are about to change or if
duty rates for parts are significantly different from those on finished
articles. Bookkeeping and other administrative costs would be included in the
analysis of whether or not to make such a declaration. None of these concerns
would be relevant to parts or articles intended to be exported outside the FTZ
and not entered into the customs territory.
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Commerce determined, consistent with the best-information-available provisions
of section 776(c) of the Tariff Act of 1930, to assign to Kawasaki the highest
margin indicated for it in the petition. Another manufacturer, Honda, refused
to reply to Commerce’s cost of production questionnaire as it related to ATV
models produced prior to the 1987 model year. Therefore, again consistent with
the best-information-available provisions of section 776(c), Commerce decided
to assign to Honda’s sales of pre-1987 models the highest margin indicated for
Honda in the petition. For sales by Honda, Yamaha, and Suzuki, the U.S. price
was based on exporter’s sales price because in each case the sale to the first
unrelated purchaser took place after importation into the United States. For
Honda, Suzuki, and Yamaha, Commerce found that home-market sales were
insufficient to serve as the basis for foreign-market value. Canada was
determined to be the appropriate third-country market to serve as the basis for
foreign-market value in Commerce’s preliminary determination.

Subsequently, based on allegations by petitioner, Commerce initiated a
cost-of-production investigation for Honda, Suzuki, and Yamaha. For Suzuki and
Yamaha, Commerce found sufficient Canadian sales above the cost of production
to use those prices in accordance with section 773(a) (1) (A) of the Act.
Therefore, foreign-market value was calculated based on packed f.o.b. seller’s
warehouse or delivered prices to unrelated purchasers in Canada, with
appropriate deductions. In the case of Honda, Commerce found insufficient
Canadian sales above its cost of production. Therefore, foreign market value
was based upon constructed value in accordance with section 773(e) of the Act.

Commerce found that the final weighted-average LTFV margins were as
follows (in percent): ,

Weighted-average

Manufacturer/producer/e rter margin
HOonda. .evoveveeerervvasoasoosoosoveonasnaans 32.89
Yamaha. oo oo neersonneesonesrosvesnsosans 8.47
SUZUKL e evunonosronsocsosososonsesssossaonns 14.11
KawasaKi...eoveeooneoossoorocosoossoccansaes 35.43
All others.....cvvvininiiininenennnennnnnas 24,59

Commerce provided information on the total quantity and value of the
subject ATVs exported to the United States that it examined, and the quantity
and value of shipments, of those it examined, that were found to be sold at
LTFV. According to these data, * * * percent of exports of ATVs by quantity
and * * * percent by value, of those Commerce examined, were sold at LTFV.
This information is shown in the following tabulation:

Total Sales ’ Total Sales
Company sales at LTFV sales ' at LTFV

--1.000 dollars-- -— Units --
Honda.....eoeeeue. H*¥% *k ok LA ' Kk
Suzukieiveveoeoen, FHE T kkk L L
Yamaha...eeeveoo., X%% ol ' S Ak fadadal

Total..eveeeoe., FH¥% k¥ ; Ahk - Kk
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The U.S. Industry

There are currently two firms that produce or assemble ATVs in the United
States: Polaris Industries L.P., Minneapolis, MN, and Kawasaki Motors
Manufacturing Corp., U.S.A., Lincoln, NE.

Polaris Industries L.P,

Polaris has been a producer of snowmobiles since 1953 when it built its
first in Roseau, MN. In 1968, Polaris, which had been an independent company
operated principally by its founders, was sold to Textron. In 1981, several
managers bought the company. from Textron in a leveraged buyout for
- approximately $8 million. In September 1987, Polaris sold its assets to a
limited partnership for $110 million. Polaris has its production facility in
Roseau, MN, and is headquartered in Minneapolis, MN. Polaris began producing
ATVs at its Roseau facility in March 1985, reportedly in part to allow it to
use its snowmobile production facilities year round and to offer year-round
employment to its workers.

* * * * * * *

Polaris provided the following information on the costs per unit of one of
its models, the * * * broken out among U.S.-produced versus foreign-produced
component parts, labor, factory overhead, and general, selling, and
administrative expenses. This model reportedly has the greatest percentage of
foreign-sourced components, as shown in the following tabulation:

Percent of

Item Cost per unit total cost
Component parts:

U.S. produced......covvvunnen . KX e

Imported from Japan........... ¥¥* *hk

Other foreign source.......... ¥¥% : akala
Total component parts... *** kkk

U713 N kK

Factory overhead......ee00vv.. ¥*% kkk

GSBA. ittt teetrenrnvnonnnssoses X¥X Kk x
Total.eeuuivuoeonennnaess ¥¥% 100.0

Polaris began its production of ATVs in 1985 with one assembly line for
both ATVs and snowmobiles. In August 1986, as part of an expansion program, it-
began construction of a second production line as well as a new cleaning and
painting facility. This new equipment began operating in November 1987.

Kawasaki Motors Manufacturing Corp,, U,S.A,

Kawasaki Motor Corp. (KMC) established a plant in Lincoln, NE, in 1974, to
assemble motorcycles. At that time KMC was the sales, marketing, and
distribution company for Kawasaki Heavy Industries, Ltd. (KHI), of Japan. On
January 1, 1982, KMC sold its interest in the Lincoln facility to KHI, the
parent company in Japan, and KMM was established as a separate entity.



KMM, which at the time was a division of KMC, began production of
three-wheel ATVs in May 1980, and began production of four-wheel ATVs in March
1985. In addition to ATVs and motorcycles, KMM manufactures Jet Ski watercraft
and, as of November 1987, a mule utility veh1c1e (which is a cross between a
m1n1-p1ckup truck and an ATV).

* . * * B * * *
* * .k . * * * *

KMM provided information on the costs per unit of one of its models, the
* *. % broken out among U.S.-produced versus foreign-produced component parts,
labor, factory overhead, and general, selling and administrative expense (GS&A)
expenses. The following model reportedly has the greatest percentage of
forelgn-sourced componentS'

Percent of

Item Cost per unit  total cost
Component parts: : :
U.S. produced...covvveenenness *&* *kk
Imported from Japan.......... . KEX kkk
Other foreign source.......... X** fakadad
Total component parts..,. **¥ kA
Labor...".!..lO'O...O.'..II'. *** ***
Factory overhead......cov0uu.. *¥% Rk
GS&AO.'CC"..O.CQOOQ..OO.'C..' ﬂ *ﬁ
' CTotal..iciiiiiiinnnaia,, KEX 100.0

KMM also reported that its estimate of the total value (average selling
price) of its U.S.-produced ATVs accounted for by its U.S operations is

approximately *** percent. KMM indicated in its questionnaire response that it
X % * .

U.S. Importers

Four U.S. importers accounted for all known ATVs imported into the United
States from Japan during the period covered by this investigation. American
Honda Motor Co., Inc. (Honda), Gardena, CA, is a ***-owned subsidiary of Honda
Motor Co., Ltd., of Tokyo, Japan. In 1987, it accounted for *** percent of
1mports of ATVs from Japan. Kawasaki Motor Corp., U.S.A. (KMC), headquartered
in Irvine, CA, is a ***-owned subsidiary of Kawasaki Heavy Industries, Ltd.
(KHI), of Kobe, Japan. KMC is the sales and marketing company for KMM. In
1987, it-accounted for *** percent of imports of ATVs from Japan. * * *,

U.S. Suzuki Motor Corp. (Suzuki) of Brea, CA, is *** owned by American
Suzuki Motor Corp. of Brea, CA, which is *** owned by Suzuki Motor Co., Ltd.,
of Hamamatsu, Japan. Suzuki accounted for *** percent of imports of ATVs from
Japan in 1987. Yamaha Motor Corp., USA (Yamaha), Cypress, CA, is a ***-owned
subsidiary of Yamaha Motor Co., Ltd., of Shizuoka-ken, Japan. In 1987, Yamaha
accounted for *** percent of imports of ATVs from Japan. '
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The Domestic Market
U o) i:0

Data on apparent U.S.- consumption of ATVs were compiled from information
submitted in response to questionnaires of the U.S. International Trade
Commission. The consumption data are composed of reported shipments of U.S.-
produced ATVs and reported U.S. shipments of imports of ATVs from Japan by each
of the known importers. In addition, * * *, It is believed that the
information on consumption accounts for virtually all shipments of the subject
product in the United States

Apparent u.s. consumptlon of ATVs, by quantlty, decllned steadlly from ***
units in 1985 to *** units in 1987, representing a drop of *** percent, ‘then
dropped from *** units in January-September 1987:“to *** units in January-
September 1988, representing a decline of *** percent (table 1), On the. ba81s
of value, U.S. consumption fell from *** in 1985 to *** in 1987, representing a
decline of *** percent, then dropped by *** percent in January-September 1988
compared with the level of consumption in January-September 1987.
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Table 1
ATVs: Apparent U.S. consumption, by principal sources, 1985-87, January-
September 1987, and January-September 1988

: : . : } January-September—-
Source : 1985 - 1986 1987 1987 1988

Quantity (units)

U.S. produced:

POlATiS.iveeeeeensesnss ¥EX ok *kk \ kkk Kok
KMM. .o eveineonnsnonass XXX ookl kkk - *k* okl
Subtotal....vevvueie, *%% K Rk k Fkk Kk
"~ Imported from Japan: S

Honda.......... O i *hx kkk *kk *okk

€ (O Ceveens FHRE *kk kkk Kk, L
Suzuki..... Cereeesrenas K&k *kk *kk *kk Kk

" Yamaha....eoven.e ceeees KEX Ahk K&k - kkk *kk

Subtotal.....eveeves. 546,654 411,727 333,212 223,208 113,593
Imported from other

countries 1/.....00.... ¥%% fakali k) *k* fakakl
Total apparent

consumption,....... *** fallalal ookl fadakad kk*

Value (1,000 dollars)

U.S. produced:

Polaris....oeveuns Ceea, KEX koK *kk *kk Kk
.41 RN ceeaee, XK%® ki Rk kil Kk

Subtotal.iveeessanss, ¥ koK ' *kk *kok wkk

Imported from Japan: :

Honda...eeooveve I *kk . *kk kokk FHhk
KMC. v eivinrenennnnnes, ¥%% kK Kk k *kk *kx
SUZUKL. . ovvurennnnnasss *¥% *kk *okk *kk kkk
Yamaha......... B ol ol fakadal hkk fadada

Subtotal............. 786,637 723,003 686,468 446,060 244,405
Imported from other

countries 1/.....0000.. X%% kel *k% ko k kk%
Total apparent
consumption.,..,.... *¥% ekl k% *kk *kk
1/ * * %,

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



A-12

Channels of distribution

U.S. producers of ATVs sell directly to independent dealers and
distributors in the U.S. market; the latter in turn also sell to dealers.
Polaris relies heavily on its established snowmobile distribution system,
comprised of dealers and distributors, for marketing ATVs in the snowbelt. In
other areas of the United States, Polaris is continuing to develop new dealers
for its ATVs. 1/ Polaris sold *** percent of its domestically produced ATVs to
distributors in 1985. 1In 1986 Polaris * * * and by the end of 1988 sold ***
percent of its U,S.-produced ATVs to *** dealers and the remaining *** percent
to *** distributors (table 2). 2/ This relative increase in sales to dealers
represents an increase in both the number of dealers and in total units $old in
1988 compared with sales in 1986. Discussions with purchasers identified in
lost sales allegations suggest that some dealers have dropped or refused to
carry the Polaris ATVs; nevertheless, Polaris’ total sales and its dealer
direct sales still increased. :

Importers use their established nationwide motorcycle dealership system to
sell their ATVs throughout the United States. * * *, KMC sold * * %,

Polaris and its distributors sell the domestic ATVs to independent
snowmobile dealers, lawn and garden retailers, boat and marine dealers, and
farm implement dealers., The dealers selling the Polaris ATVs are generally
located in suburban and rural areas. On the other hand, the importers’
motorcycle dealerships are located in both urban and suburban/rural areas.

Polaris ships *** ATVs to dealers and distributors in the U.S. market
directly from its Minnesota plant and the remainder, *** annually, from U.S.
warehouses. 3/ Kawasaki ships its domestically produced ATVs, as well as its
imported Japanese ATVs, from regional warehouses in the United States. Honda,
Suzuki, and Yamaha also ship their imported Japanese ATVs from regional
warehouses located throughout the United States. The U.S. producers and
importers of the subject ATVs do not own the storage facilities, but lease
space in public warehouses. Locations of these U.S. warehouses are shown in
table 3. Honda sells from *** warehouse locations, Kawasaki from **%*, Suzuki
from ***, 6 Yamaha from ***, and Polaris from ***, An extensive warehouse system
makes delivery more convenient for dealers, who are typically small firms.

* * *

* ¥ %

* ¥ #*
.

W o =
NN
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Table 2
Shares of domestically produced and imported ATVs sold directly to U.S. dealers and
distributors, by producers and importers, 1985-88

{In percent) , v
1985 1986 1987 1988

Distri- - Distri- Distri- ~ Distri-
e o irm Dealer butor ealer butor Dealer butor Dealer butor
U.S. producer: _
Polaris. e e * k% k%% *k% *k%k * % %k *k %k *%k% * %k
KMM, ceesee e kk¥k ‘ %%k %k k% k% * k% % %k %% % % % %
Total...... %% kK Kk Kk k Kk fokk e kK
U.S. importer: .
Honda........ %% fkk *dek kk% sk k fkk Kk *kk
KMC. v euu., k% Kk Kk *kk Kk *kk K kK K%k
Suzuki....... %%k kk% dk % Kkk fkk k% Kk * k%
Yamaha. ceesee k% *k * k% *** k% %%k * k% kA% * k%
Total. ve e * k% K k% £33 k%% %% % * %% -3 X1 * k%

iource: Compiled from data submitted in response to questionnaires of the U.S.
nternational Trade Commission. '
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Table 3
U.S5. warehouse selling locations from which U.S. and imported Japanese ATVs
are sold

State locations

of U.S. Importing firms . U.S. producers
warehouses Honda Kawasaki Suzuki Yamaha Polaris Kawasaki 1
AlasKa...oeuenn.. o Kk *kk *dkk *kk *okek
California....... ok Kk k kkk ok okok kkk
Florida.......... kkk Kkk kkk *kk *kk Kk
Georgia..eveuvnns Kok *kk *kk - kk% kkk KKk
I1linois......... kkk k% kkk hkk *kk  kkk
Louisiana........ *kk kkk kkk kkk *kk KKk
_Michigan...eeeee. . K¥% K&k BRk o kkk L kEk L k%
Minnesota........ K%k kkk *kk hkk k% Kk
Nebraska......... Kdkk | kk% Kok Kk % *k% k%
New Jersey....... K%k Kk k *kk fokk K%k *k%k
New YOrK......... kkk Kk *kk Kkk K%k Kk
ORi0. o s s ennnns % kK Kok ok Cokkk *kk *kk
TeXasS..eseeeoeens Rk Kk FEk LR . kkk wk%
Virginia......... = %%% Kk %k k% *k %k kK Kk
Washington....... *k%k Kk ¥k *kk *kk *kk dokk

1/ Kawasaki sells its U.S.-produced and imported Japanese ATVs from the same
warehouse locations.

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

California is the top consuming State for ATVs in the U.S. market and
accounted for 11 percent of annual ATV purchases in the United States in 1986, the
latest period the such data were available. Although Polaris does not warehouse ir
California or any contiguous State, both the imported Japanese ATVs and those
produced in the United States by Kawasaki are readily available from warehouse
facilities in the California market. The imported ATVs and those produced in the
United States by Kawasaki are readily available in many other areas of the United
States where significant numbers of ATVs are also sold. In the Southwest the majo:
importers of the Japanese ATVs sell from warehouses in Texas; in the South they
sell from locations in Florida, Georgia, and Louisiana; in the Midwest they sell
from warehouses in Illinois, Michigan, Minnesota, Nebraska, and Obhio; and in the
Northeast they sell from warehouses in New Jersey and New York,

Market factors

According to a market sketch on ATVs prepared by the Directorate for Econy
Analysis, Division of Program Analysis of the Consumer Product Safety Commissi
(CPSC), ATVs were first marketed in the United States in 1970, and initially
appealed to a small segment of offroad recreational motorcycle riders. The
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popularity of ATVs grew during the mid to late 1970s and by 1984 sales to retailers
had peaked at *** units. This information is shown in the following tabulation (in
units):

Total Shipments by types

Year 1/ Shipments Three-wheel Four-wheel
1972, cieiieninnennnnnnas A% Kk
1973..... P *Ek
1974..... e e e aanaa, KEX kK%
1975...... crsretaraenan Fkk L
1976........ Ceeeeneaae. REE A%
1 L b JKEK
1978, iiiiirnenennnannss wkk *kk
1979, ccivennns ceetsennas kk%k Kk
1980, vt eveneneasons Kk Hkk
1981t nnnnnannonanes HEX *kk
1982, ciiivinnnnnnnnnenns *kk Fkeok
1983 . i ittt nrnnnnnnnnss FEXE kel *EK
1084, .t iiivievenanonnas, FHEX HAk kkk
1985, it i iiirteeeiannns LA Kkk kK&
1986..... et nnas *kk *hk *EK
1987..c000e Ceeetsaanen . KEX KEK Fkk
January-September-- -

1987 . iiiiiirennennnns Fkk wkk kKK

1988, . iiiivecnnonnenn k% wkk kkk

1/ Data for the period 1972-84 are from the Motorcycle Industry Council (MIC),
1985; data for the period 1985-87, January-September 1987, and January-September
1988 are from U.S. International Trade Commission questionnaires. Questionnaire
data were used for the latter periods because Motorcycle Industry Council data do
not include sales by Polaris; the two sets of data are very closely comparable
except for the inclusion of Polaris’ sales in the Commission’s questionnaire data.

Until 1982, shipments of ATVs were all of three-wheelers; however, by 1985,
*%% percent of shipments were of four-wheel ATVs, According to the market sketch
on ATVs done by the CPSC, “The reasons for the growing popularity of the
four-wheeled ATVs are not yet entirely understood. However, several industry
sources have said that the four-wheeled ATVs have extended both the ‘utility’ and
recreational market for ATVs. One industry source indicated that the four-wheeled
ATVs are generally sturdier than their three-wheeled counterparts, and that they
are increasingly being used on farms as an inexpensive substitute for small
tractors in light work applications or as on-farm transportation vehicles. Other
sources said that four-wheeled ATVs are still primarily recreational vehicles. One
source said that while three-wheeled ATVs tend to appeal to traditional motorcycle
riders, four-wheeled ATVs tend to expand the appeal of ATVs to the non-motorcycle
riding public.”

Information gathered by the Commission supports the recent trend shown in the
MIC data which indicate that, along with the shift from three-wheel to four-wheel
ATVs, apparent U.S. consumption of ATVs declined after 1984. There are several
factors cited as contributing to the decline-in consumption. One factor is that
the market for ATVs has matured, particularly in the sport and competition segments
of the market. Another factor is land closure caused by ecological considerations
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and the increasing cost of liability insurance for private landowners who allow
riding of ATVs in competitive events on their property. 1/

Perhaps the most important factor, however, is the adverse publicity
surrounding ATVs and the CPSC investigations concerning this product. There have
been several news and consumer programs such as ABC's 20/20 (April 1985) and CBS’s
60 Minutes (April 1987), that reported on the potential safety problems involving
ATVs,

The CPSC began looking into the safety concerns associated with ATVs in late
1984, and on April 3, 1985, the CPSC voted to establish a staff task force “to
carry out a number of activities that were crucial in obtaining an understanding of
hazards associated with ATVs and developing recommendations to address them.” 1In
the course of this investigation the CPSC held six public hearings throughout the
United States between May 1985 and March 1986.

In February 1987, the CPSC formally requested that the U.S. Department of
Justice initiate an action against the ATV industry, seeking a recall of
three-wheel ATVs and four-wheel ATVs intended for use by children under age 16, and
requiring that ATV purchasers receive hands-on training. In addition, in May 1987
the CPSC issued a safety alert advising of the potential risks associated with
three~ and four-wheel ATVs,

In December 1987, the Department of Justice filed a civil action against the
producers and importers of ATVs under section 12 of the Consumer Product Safety
Act, 15 U.S.C. § 2061, as amended, 1981. Simultaneously, the Government and the
defendants filed preliminary consent decrees outlining a settlement of the lawsuit
and calling for the filing of final consent decrees 45 days later. The major
points in the preliminary consent decree.include halting the sales of three-wheel
ATVs, requiring that producers/importers offer to repurchase any three-wheelers
that their dealers may have in inventory, and a variety of notification, 1abe11ng,
and safety regulations governing four-wheel ATVs.

The proposed final decree was signed and sent to the court by the parties on
March 14, 1988, A hearing on whether the court should approve the proposed decrees
was held on April 18, 1988. The final agreements were signed on April 28, 1988,

Consideration of Prevention of Establishment
of an Industry in the United States

Polaris has alleged that as the domestic industry, it is being materially
retarded from becoming established. The information presented in the section of
this report entitled “Financial experience of Polaris Industries,” concerning
Polaris’ income-and-loss experience and its total company financial position, may
be useful in assessing this allegation. The petitioner’s confidential Exhibits Al

to A4, attached to the petition, may also be helpful in assessing this issue.

1/ Transcript of the conference held in the preliﬁinary investigation, pp.
98-99.
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Consideration of Alleged Material Injury
to an Industry in the United States

In order to evaluate the condition of the U.S. industry producing ATVs, the
Commission sent questionnaires to the only known manufacturers of the product in
the United States. These firms and their respective roles in the U.S. market are
discussed in the U.S. industry section of this report. Information on these firms
is presented separately throughout the material injury section of this report. 1/

U.S, production, capacity, and capacity utilization

Production of ATVs * * * throughout the period from *** units in 1985 to **¥
units in 1987, representing * * * of *** percent, then * * * to *** ynits in
January-September 1988, compared with *** units in January-September 1987, or by
*** percent (table 4). The * * * from 1985 to 1987 was accounted for * * *,
‘Polaris’s production then * * * in January-September 1988 compared with that in
January-September 1987, KMM’s production * * * from *** units in 1985 to *** units
in 1987, * * * of *** percent, and then * * * by *** percent in January-September
1988 compared with that in January-September 1987.

Average-éf—period,capacity increased throughout the period from *** units in
1985 to *** units in 1987, representing an increase of *** percent. Capacity then
*¥ % * to *** ynits in January-September 1988 compared with *** units in January-
September 1987, representing * * * of *** percent. The increase in 1986 was due to
a * * % ijn * * * yhich then * * * in 1987. The * * * in 1987 * * * yag
attributable to * * * in capacity by * * *, Polaris’ average-of-period capacity
allocated to ATVs was *** units in 1986 and *** units in 1987. Capacity then *#**
to *** units in January-September 1988 compared with *** units in January-September
1987, * * *_ % * % Commission staff verified the capacity data and found the
allocation method to be acceptable.

Capacity utilization * * * steadily throughout the period from *** percent in
1985 to *** percent in 1987, and -then to *** percent in January-September 1988
compared with *** percent in January-September 1987, The * * * from 1985 to 1987
was due to the * * ¥, The * * * in January-September 1988 was due to a * * *,

1/ Questionnaires covered 1985-87, January-September 1987, and January-
September 1988. Updated information covering full-year 1988 is presented in
app. C.
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Table 4
ATVs: U.S. production, capacity, and capacity utilization, by firms, 1985-87,
January-September 1987, and January-September 1988

January-September—-

Source 1985 1986 1987 1987 1988
Quantity (units)
Production:
KMM, i eiieiiivnneconenss KX kkk kdkk kkk Kk
Polaris..... et eesenees kR fakadad L k%% ok k *kk
Total.eeeeiveennonnee H*H% kkk kkk kkk *kk
Capacity: 1/ , , ]
KMM 2/ eeeeinnennnnnnss kkk kkk kkk *kk *kk
Polaris 3/...... Ceeeees HEXE *k% k% Kk k fedkk
Total....... Ceveenens KEX k% % *okk *k*k kdkok
Percent
Capacity utilization:
KMM..eveeeenenn Ceeoenes kk% Kk %k *kk kkk Kk
Polaris....iveeee cesees FEX fakalad Kk * k% *kk
AVETrage..viviveveaaes XE¥ kkk kkk gk *kk

Consists of average-of period capacity.
* % %
* % *

oo
~ N~ ~

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

Average capacity at Polaris’ and KMM’s establishments to produce all
products during 1985-87, January-September 1987, and January-September 1988 is
shown in the following tabulation (in units):

January-September—-

Firm 1985 1986 1987 1987 1988

KMM...... ce e e ceee., KEE ko *kk *kk kkk

POlariS..veeeeeensnnss Xk fdadad fdulad kol fudated
T D T T %k Kk o *oi ok

U,S. producers’ domestic shipments

Domestic shipments of ATVs * * * *%* from *** ynits in 1985 to *** units
in 1987, then * * * by #*** percent in January-September 1988 compared with tho
in January-September 1987 (table 5). Shipments by Polaris * * * by *** percent
from *** units in 1985, the year it started production, to *** units in 1987,
then * * * by *** percent in January-September 1988 compared with those in the
corresponding period of 1987. Shipments by KMM * * * by *** percent from 1985
to 1987, with * * * of *** percent in January-September 1988 compared with those
in January-September 1987.
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Table 5 ‘
"ATVs: U.S.-produced domestic shipments (including intracompany transfers), by
firms and by types, 1985-87, January-September 1987, and January-September 1988

January-September—-

Type and firm 1985 1986 1987 1987 1988
Quantity (units)
3-wheel:
KMM 1/, iieeenerennnses X¥% kkk kK k kkok ok
POlArisS.eeceeeececeanss _K¥* ol *k ok *kk * kK
Total..eveeeneeannees FEX Kk % kkk %k * k%
4-wheel:
KMM. .ttt ii it tennnee, ®F% *k %k Kk %k Kk % %
Polaris.....cceeeennnees _X¥% * k% k¥ k *kk Kk ok
Total..eveevevoeonnss F¥% * k% kkk k% Kkk
Iotal:
KMM. .ot ievecnonnnannas KFE* k% Yk Kk fokok
Polaris...ieececvesenes _FEK X%k ok % K%k Kk
TOotal.eeeeroovosnnnee _EK% fabaad ok k Kk k%
Value (1,000 dollars)
3-wheel:
KMM. ...ttt nenernnees, X¥% KAk kkk ko X%k
Polaris...eeeeeoenonaes _XX% * %% * %k fokk *h%k
Total..e.eeervveoosoases H¥% *kk *kk Fodkk e %k
4-wheel:
KMM. et iineieennneass KX *kk Fokek Fkk fkk
“P0lariS..veeieennencne. _XEE Khk *kok Kok Y kkk
Total.veeeennnvenee, H¥¥ Kk k kkk %k kkk
Total:
KM, e iitenvneeroonne, X¥% Kk Kk Kk fkk %%k
POlaris..eeeeeeeeeesees _E¥X k% el k% fxk
TOtaleeeeeevennenneas _KH* fakakad Kk Fek % KXk
Unit value
3-wheel: .
KMM. i i iv et erennsnnnnoes H¥% Tkk K%k Kkk Kk
POlariS.eeeeeeeenenses, _KKX kK aakd k% kK
Average..... .o 000e., KX Fk% *Ehk Kk *okok
4-wheel:
¢ Kk %k Kk Kk L33 K%k
PolariS.eeeeecervereess XXX Kk % *k %k Kk fk%k
Average...c.cceveeeeses ® Khk L Kk %k
Total:
KMM. . ittt iiitennnoeonse, H¥X LA *kk fodek ik
Polaris..eeeeienensnses _KX® falakad * ke xkk k%
Average..cceeeveeeas, KEX HhE Kdk fdek Xk k

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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The value of domestic shipments * * * steadily from *** in 1985 to *** in
1987, representing * * * of *** percent. The value of shipments * * * to *** ip
January-September 1988 compared with *** in January-September 1987, or by ***
percent, o

The unit value of domestic shipments * * * steadily throughout the period
from *** in 1985 to *** in 1987, representing * * * of *** percent, then * * %
to *** in January-September 1988 compared with *** in January-September 1987,
representing * * * of *** percent,

Information on .domestic shipments by type is also presented in table 5.
Polaris had some shipments of three-wheel ATVs in 1985, but discontinued its
production later that year, and * * *, KMM reported that *** of its shipments
in 1985 were of three-wheel ATVs, but this share * * * to *** percent in 1986,
"the last year it produced the three-wheel vehicle.

In the four-wheel category Polaris started its production with a
sportsman/utility model in 1985, but introduced a sport model and a utility
model in 1986. The sport model was discontinued in 1987.

KMM reported that it offered sport/utility models for sale in 1985 and
expanded its line to include sport models in 1986. The sport models accounted
for *** percent of its shipments of four-wheel ATVs in 1986 and *** percent in
1987, * * *, Information on shipments of ATVs by engine size is presented in
table 6. Polaris shipped only 250cc ATVs throughout the period. KMM's
shipments were concentrated in the * * * range throughout the period, (until
interim 1988, when *** percent of its shipments were in the *** range) but the
firm also reported shipments in the *** range *** and in the *** range ***,6 KMM
reported * ¥ *,
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Table 6

ATVs: U.S.-produced domestic shipments (including intracompany transfers), b
firms and by engine sizes, 1985-87, January-September 1987, and January-
September 1988

(In units) :
: o _ January-September--
Firm and engine size 1985 1986 1987 1987 1988
Polaris:
50-90CC. .t evennnncenes, FEX k&% Kk kkk *kk
91-159CC i itianncnenes, *¥% k% *kk kkk kekk
160-225CC. . ceecnsccnsss ¥¥% *kk Kk *kk *k%
Above 225CC.cireaccnns, XXX ool fukala fakakid fadadel
Total.ieeeevoonnnnaes ¥¥¥ Rk *kk *k% *kk
KMM: :
50-90CC.ctieernenansss, FE¥ kkk *kk Fkk kkk
91-159CC.curencenseaess Xk¥ kkk kkk *kk Fkk
160-225CC . cecensonaess ¥¥¥ ' k% *kk kkk kkk
Above 225CC..ctreeree.s KEX Fkk Kk *kk *kk
Totalieiieeernnnnnnss ¥¥¥% *kk *kk &k kkk
fotal: , : ' ' ‘
50-90CC. s e everroccssess ¥EX kkk *dkk *kk kK
91-159CC et ienrvennnses, ¥EE kR Fokk *kk kekk
160-225CC, i ieerennnonss ¥¥¥% *kk *kk *kk *dkk
Above 225CC.ceervovnsess X% dekk _ kk% *kk *%%
TOtAleevrnsoonnnonass XAX kkk kkk *kk *kk

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

u,S,. producers’ export shipments

Exports by Polaris and KMM * * * from *** un1ts in 1985 to *** units in
1987 (table 7). Exports * % % in January-September 1988 to *** compared with
*** units exported in January-September 1987. Polaris accounted for *** of the
export shipments reported in 1985 and 1986, *** percent in 1987, *** percent in
January-September 1987, *** percent in January-September 1988, * *, The
primary export market x *,
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Table 7
ATVs: U.S. producers’ export shipments, by firms and by types, 1985-87,
January-September 1987, and January-September 1988

(In units)
) ) January-September--
Firm and type 1985 1986 : 1987 1987 1988
KMM:
3-wheel..... ceeeriesan *k% Kk K Fkk kk% k¥
L /3 1=7- ol el ol fakall okl
Total..eeerveoeoneanns Fokk *kk ok Kkk *kk
Polaris:
3-wheel...... cereenenns kkk kK khk Ll *kk
4-wheel....covevnvennns *k% kK fakedad fakudal *kk
Total...oveeeeneoenns *kk *hk kkk kkk *kk
Total:
3-wheel....vvvveeveeans kK *EK k% Tk Kk
4-wheel..iveeerenrerons fakatl fakads Khx bkl ; ekl

Total..'......’...'..l *** *** *** *** ***

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

U.S, producers’ end-of-period inventories

Polaris reported * * %, * * % = % % * end-of-period inventories are shown
in:table 8. KMM reported * * ¥ :

Table 8 :
ATVs: U.S. producers’ inventories, by types, as of Dec. 31 of 1985-87,
Sept. 30, 1987, and Sept. 30, 1988 '

(In units)
: : : . January-September--
. Type . 1985 - 1986 - 1987 1987 1988
3-wheel....... L *kk k% k&K kkk
4-wheel...civnvevvonnse faola ‘ *kk fudakid fakadal fadadad
Total..eeiveneeeonnns Fkk kkk kkk *hk Kk

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

Employment and productivity
(

The number of workers employed in the production of ATVs * * * throughout
the period, from *** workers in 1985 to *** workers in 1987, representing * * *
of *** percent, then * * * in January-September 1988 compared with the number in
January-September 1987 (table 9). Hours worked by these workers * * * as well,
by *** percent from 1985 to 1987 and * * * in January-September 1988 compared
with the hours worked during January-September 1987. Wages paid and total
compensation also * * * steadily throughout the period. Average wages per hour
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*.% * glightly from *** per hour -in 1985.to *** per hour in 1987, then * * * to
*%% per hour in January-September -1988 compared with *** per hour in the
corresponding period-of -1987. Average productivity * * * steadily throughout
the period, with * * *, :

Average unit labor .costs * * * steadily from *** in 1985 to *** in 1987,
representing * * * of %*%*% percent. Polaris’ unit ‘labor costs ¥ * * from 1985 to
1986 by *** percent, then * * * by *** percent in 1987, with an additional * * *
of *** percent in January-September 1988, KMM’s unit labor costs * * * from ***
per unit in 1985 to *** per unit in 1987, then * * * slightly by *** percent in
January-September 1988 compared with such costs during January-September 1987.

. Polaris reported that its workers are not represented by a union. It
reported that its production schedule for ATVs was * * *,  KMM reported that its
employees are not represented by a union; * * *,
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Table 9

ATVs: Total employees and employment of production and related workers and
their hours worked, wages paid, total compensation, productivity, and unit labor
costs, by firms, 1985-87, January-September 1987, and January-September 1988

January-September--

Item and firm 1985 1986 1987 1987 1988
Total employees:
KMM o.iiiiinrennnnnass HEX k% L Rk Kk *k%
Polaris.....coeeeveeess _X*% fadadal fadadl fakadad *k%
Total. LI IR I I BN B BN AN *** \ *** *** *** ***

Production and related
~ workers producing

ATVs:
m.................l. *** *** *** : *** ***
Polaris...ieeeeeeeese,, _H%% fakadad *kk Kk k%
Total....... cereeeaas KEX kkk Kk *kk fedkk
Hours worked producing
ATVs:
KMM (1,000 hours)...... *¥% *xk Kk *kk KKk
Polaris (1,000 hours).. _*** okl Fhk *h% Kk
Total (1,000 hours).. *%* dekk Kk Kk % k%
Wages paid for producing
ATVs:
KMM (1,000 dollars).... *%* *kk kkk k% %k %
Polaris (1,000 ' ,
dollars)...... crreee. KEX *h% Kk *kk *kk
Total (1,000
dollars)..ceveeeens Rk *dk kikk k%% * k%

Total compensation paid
to workers producing

ATVs:
KMM (1,000 dollars).... *%% k% kkk Kk kkk
Polaris (1,000
dollars)...... Ceeeae, _KEX *kk ok ok kK *xk -
Total (1,000 N
dO]-lars) cesseeeesee *kk *kk k% kk%k * k%
Wages per hour:
KMM......... sresessanns *kk Fkk kkk Kk% k%
Polaris...veeeeeens cees _KEX fadadad kkk k%% kkk
Average...... Ceeeeae. KX kK khk *kk kK
Productivity:
KMM (units per hour)... **%* ko dekek fekk k%
Polaris (units per
‘hour) cieveeiennnnnee, X% *kk kkk Khk kk%
Average (units per
hour) .vieevesnenes, H%% k% kkk Kk%k Kk k
Unit labor costs:
KMM. it evveronnsenns Rk *kk fkk k&% k%
PolariS.cieeeisnnroass, _*¥% faladad *ekk kkk %k %
Average...... ceraaea, HEX Kok k% Fkek Kk

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

Polaris and KMM, accounting for *** and *** percent, respectively, of U.S.
production of ATVs in 1987, provided the Commission with financial data. These
‘data are presented in this section.

Overall operations.--Polaris and KMM both produce products other than ATVs
in the facilities in which the subject product is produced. Polaris produces
one other product, snowmobiles, in its facility. As a share of units produced
in 1987, snowmobiles accounted for *** percent, KMM also produces motorcycles
and jet skis. These other products accounted for *** percent of its total units
produced in 1987, Overall establishment income-and-loss data for Polaris and
KMM are presented individually and in the aggregate in table 10.

Polaris Industries.--Overall establishment sales * * * substantially
during 1985-87, 1/ from *** in 1985, to *** jin 1986 and *** in 1987, or by ***
percent during these years. The company attributes this * * * primarily to (1)
¥ k ks (2) * % *; (3) * % *; and (4) * * *, Except for the *** percent margin
in 1985, the * * * rates have been * * * percent level in all the remaining
periods. Contributing to the * * * and * * * margins after 1985 is the * * *,

GS&A expenses * * * during 1985-87 because of the * * *  Notwithstanding
the * * * GS&A expenses, the * * * margins were consistently * * * those in 1985
at *** percent, *** percent, *** percent, and *** percent for 1986, 1987,
interim 1987, and interim 1988, respectively, compared with *** percent in 1985.

1/ Fiscal periods ending Mar. 31, 1986, Mar. 31, 1987, and Mar. 31, 1988,
respectively.
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Table 10

Income-and-loss experience of U.S. producers on their overall
establishment operations within which ATVs are produced, accounting
years 1985-87 and interim periods ended Sept. 30, 1987, and

Sept. 30, 1988

Interim period

ended Sept, 30--
Item 1985 1986 1987 1/ 1987 1988
Value (1.000 dollars)
Net sales:
Polaris...eveeesse.., ¥*¥ *dok ok k% *kk
Kawasaki...cecooeees. XE% fuad fudadl fadald *kk
Totaleeeeeeneennn, *¥E T kkk T kkk Kk ok
Cost of goods sold:
Polaris...eeeeeeees. WK% *hk *kk *kk kkk
Kawasaki..veeeoeves. KF¥% falakl fadalal fakakd *kk
Total.eoeveeoeonss HEX Kxk ik ladad | okk%
Gross profit: -
PolariS..ceceeeeees. F*% Kk L *kk *kk
Kawasaki,..eoooeoes, XE% ok fadall k% o
Total.evevesooses, ¥k% Kk hk . EEk hkk
General, selling, and
administrative
expenses: .
Polaris.....ceeeeee. X¥%* *kk Kk kkk *kk
KawasaKki..ceveeooas, X%* falall kol *x% *k*
Total..oveeeeneees *¥% Kk kdkok *kok kkk
Operating income or
(loss):
PolariS..eveeeeesess X¥* wkk kkk kkk *kk
Kawasaki...oeeeoeoss KE% Rk k fudeded fudadad kx*
Total.vieseoeoness ¥*¥* ekl kkok Hkk *kk
Interest expense:
PolarisS..ceeeeceees, ¥*¥ ke Ll T kkk kkk
Kawasaki....eoouue.. KX¥% faadl kK fukalia kk
Total..ieeieeennees H¥% *kk k&% kkk kk%
Other income
(expense), net:
Polaris...eeeeeeees, F**% *kk kkk kkk kkk
Kawasaki....eveeuo., F*% &k L kE% *hk ukadal
Total...ovveennen, *%* Hkk kikk | k% kkk
Net income or (loss)
before income
taxes:
Polaris...eveceesss, Hk* Kkk *kk *kk kkk
Kawasaki...eoooeeso, X¥% fakadad Lokl fakidal *kk

Total.....coveen., H¥% *x% *x% *k% kkk
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Table 10--Continued

Income-and-loss experience of U.S. producers on their overall
establishment operations within which ATVs are produced, accounting
years 1985-87 and interim periods ended Sept. 30, 1987, and

Sept. 30, 1988

Interim period
ended Sept 30-—-—

Item 1985 1986 1987 1987 1988

Share of net sales (percent)

Cost of goods sold:

Polaris..ceeeceeeeas, = F¥% KEk *kk kkk *kk
Kawasaki..veeeoeeans fakadad fadald hk fadaldl fakalad
Weighted average, R *Xk*k ’ k%% k%% *k*% x%%
Gross profit: .
Polaris...veeeeennsete kkk ‘ Fkk Kk kkk dkk
Kawasaki...oeeeeonns ol fakake kkk kK dekek
Weighted average.. *kk *kk *kk *kk *dkk
General, selling, and
administrative-
expenses: , :
Polaris...veeeeeeees Rk% Kk Fedkk *kk kkk
Kawasaki...cooeoeoas _¥%% fakadal : fakidad *kk kkk
Weighted average.. kkk *kk hokk *kk kkk
Operating income or
(loss): :
PolariS.ceeeeeanssss =~ KEE : *k% kk*x *kk Fkk
KawasaKi....eoeeaoo, _ %% kk Kk kkk * k% kkk
Weighted averagE. . *k%k kX% * %% k%% kX%

Net income or (loss)
before income

taxes: .
Polaris...... cesoese L *hKk *kk *k %k xRk
Kawasaki...voeoeeees fadedal bkl *kk fakalal fallakad
Weighted average..  *** kel ko k *kk dkk

1/ Full year data is from Apr. 1; 1987 to Mar. 31, 1988 for Polaris
and on a calendar basis for KMM, Interim data is from Jan. 1 through
Sept. 30 for both Polaris and KMM.

Source: Compiled from data submitted in response to questionnaires of
the U.S. International Trade Commission.
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Selected key financial ratios of Polaris are presented in the following
tabulation:

Mar, 31--
Item ' 1985 1986 1987 1988 1/
Current ratio..eieveisseeeeeressnnsnss 1.19 2.72 1.00 %%
Quick ratioeeeeieeceeenessossssssnne 0.38 1.15 0.64  **x%
Working capital (1,000 dollars)..... 2,273 11,874 136  ***
Total debt to equity (percent)...... 2.23 0.47 5.85  **%
Return on investment ratios:
Net income or (loss) to--
Total capital (percent)......... 94.2 70.1 329.7 k%%
Total assets (percent).......... 29.1 47.7 48,2 kK%

Invested capital 2/ (percent)... 114.3 72.7  347,9  k*%

1/ Adjusted to remove effect of purchase accounting, i.e., goodwill, intangibles
and fixed asset step-up resultlng from sale of the company in September 1987.
Adjustments may not be exact in all instances.

2/ Invested capital is defined as working capital plus net property and
equlpment. N\

Current ratio, quick ratio, and working capital represent short-term debt
paying abilities of the company. Polaris’ current ratio (current assets to
current liabilities) was 1.19 as of March 31, 1985, peaked at 2.72 as of
March 31, 1986, and then declined to 1.00 in 1987, the lowest point in 1985-87.
* * * in the most recent period. A current ratio of more than 2.0 is normally
considered to be strong. The quick ratio (current assets less inventories to
current liabilities) was * * * than *** in each reported period except 1986. A
ratio of 1.0 is generally considered adequate for this indicator., * * *,
Working capital, which is the difference between the current assets and current
liabilities, was * * * ag of March 31, 1987. The major reason for this * * * of
working capital was * * *,

As the debt-to-equity ratio shows, liabilities exceeded equity as of
March 31, 1985, and 1987. As of March 31, 1986 and 1988, * * *, Polaris has
* * *  The company borrowed funds on a short-term basis during certain seasonal
months. :

The return on investment ratios measure the effectiveness of management in
employing the resources available to it. The return is measured by taking net
income earned by the company before distribution to its shareholders, relative
to various types of investment. The returns on total capital and invested
capital showed similar trends, * * * in fiscal 1986, * * * in fiscal 1987, and
then * * * in fiscal 1988 to the * * * point in the four years under review.

The return on total assets * * * from fiscal 1985 to fiscal 1987 and then * * *
sharply in fiscal 1988. The return measure by the different investment bases is
* * % through fiscal 1987.

In summary, Polaris’ financial picture * * *,

KMM Corp.--Practically all of KMM's transactions, including * * *,
* % %

KMM’'s overall establishment sales * * * from *** jin 1985 to *** in 1986, or
by *** percent, then * * * to *** in 1987, representing * * * of *** percent
when compared with those in 1986. Interim period sales in 1988 also show * * *
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when compared with those in the corresponding period of 1987; from *#** to *#*%*,
or by *** percent.

¥ * ¥ margins, * * * for the years 1985-87, respectively, and *** percent
for both interim periods. * * * margins followed a similar trend at **¥*
percent, *** percent, and *** percent, for the years 1985-87, respectively, and
*** percent during both interim periods, Although it appears that the company
is operating at a * * *,

ATV operations.--Polaris’ production of ATVs accounted for *** percent of
total units produced in 1987, which is * * * to KMM's *** percent for the year.
The financial results, however, are * * *, The ATV financial experiences of
both producers are presented individually and in the aggregate in table 11,

- Polaris.--The company started production of ATVs in March 1985, with
sales in the first year of ***, Sales * * * to *** in 1986, or by *** percent.
There was, however, a * * * to *** in 1987, representing * * * of **%* percent
compared with the 1986 results. Sales also * * * during interim 1988 to **%*
from *** in interim 1987, or by *** percent. ‘

The company incurred startup engineering costs of ***, 6 manufacturing
consultant costs of ***, and manufacturing productivity (learning curve) costs
of *** during the initial period of production in 1985 and 1986. As the company
became * * * the cost of goods sold as a share of net sales * * * from ***
percent in 1985 to *** percent in 1986; * * * in the remaining periods. The
company attributes the * * *, % * * pargins were *** percent, *** percent, ***
percent, *** percent, and *** percent, for 1985-87, interim 1987, and interim
1988, respectively,

GS&A expenses * * * by **% percent from 1985 to 1986 and by *** from 1986
to 1987, because of * * #*,
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Income-and-loss experience of U.S. producers on their ATV operations,
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accounting years 1985-87 and interim periods ended Sept. 30, 1987, and

Sept. 30, 1988

Interim period
ended Sept 30--

Item 1985 1986 1987 1987 1988
VYalue (1,000 dollars) _
Net sales:
Polaris....coeeeenn. ko kkok *kx 1/ kkk 1/ kkk
Kawasaki....ooeveoe ool *k* fadadl *k*k fakadl
Total...veeeeonns *kx *kk Ll kkk *kk
Cost of goods sold:
Polaris.eeeeeeeeens kkk Kk kK *hk kkk
Kawasaki..eooeeoooee ool faal *kk fudedid fakadal
Total...vvveeeene okk kK Kok dokk Fokk
Gross: profit: A ;
Polaris..ceveveven. kkk dedkek kkk *kk Fokk
Kawasaki....oooevee ool rk hkk dkk Kk k
Total.ieeeeeonens kkk ki *kk hkk kkk
General, selling, and
administrative
expenses: .
Polaris..c.veeeenss kkk k% kkok *kok kkk
Kawasaki...oeooosee kK ool fakal k% fakadal
Totaleeeveoerenes ko *kk kdkok *kk *kk
Operating income or
(loss):
PolariS.ieeveceeees Ckkk kk% kkk *kk Kk
Kawasaki...veooeees Kkk fakal *kk kkk fadadad
Total.....veveenn Fhk *kk kkk *kk kkk
Interest expense:
Polaris.....coceee. *kk ke kkk Kk kkk
Kawasaki..oooeeoens Raddal fakalal falaly *kx kK
Total..eeeeeoeone *H %k *kk kK *dkk Fkk
Other income
(expense), net:
PolariS...ccoeeesss kkk kkk kedok kkk kkk
Kawasaki....eoeon.. fadadel fadaded fadadad * k% fakadid
Total...covevenns *kk kkk Kk *ok ok LA 2
Net income or (loss) '
before income
taxes:
Polaris.....cceee.. *EE ook *kk *kk khk
Kawasaki....ovveone k% *hk **k fadlaked fadakad
Total *k%k * %k % * k% %* % %k k%
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Table 11--Continued

Income-and-loss experience of U.S. producers on their ATV operations,
accounting years 1985-87 and interim periods ended Sept. 30, 1987, and
Sept. 30, 1988 :

Interim period

: i ended Sept, 30--
Item 1985 1986 - 1987 1987 1988

Share of net sales (bercent)
Cost of goods sold:

Polaris.c.eeveceenne e kkk ek dodkek *kk
Kawasaki.......co... falala faaal k kK *okk * % %
Weighted average.. *kk kkk kkk *kk *kk
Gross profit: : _
Polaris.ieeeevvecens- *k%k *kk KKk 4 kkk Kk
Kawasaki.....ev00n.. fadall okl kkk C o kkk Kk %
Weighted average.. Kxx kkk kK . Kk
General, selling, and
administrative
expenses: ‘
PolarisS..eeeeeencnss kkk oKk hkk %k *keok
KawasaKi....oeonuess k% kK *kk *kk kK
Weighted average.. *kk o kEX *hk kkk *kk
Operating income or
(loss):
Polaris....eeessaees wEk Kkk kkk Kk *kk
Kawasaki..ooveesooas fadal Kk k% . kkk *dkk
Weighted average.. Fkok *kk kkk kK Kk

Net income or (loss)
before income

taxes: : o
PolariS.cecevenenees . H¥* Kk k kkk kkk Kok %k
KawasaKi....oovvss., _ KX kKK kK *kk *kk
Weighted average.. k% ok k% Kk *kk
Per unit
Net sales: _ o -
POlariS.eeeesoneness . SHEX o GERER - Ghk% SH** SHHx
Kawasaki.....ooevens *hk * &k *ok %k s kkk *kk
Weighted average., - =~ **¥ kkk *kk Fokok *kk
Cost of goods sold: . .
Polaris...evvvvennss k&% Hkk - kkk, L kkk k&%
Kawasaki....oooeeees falaky akadal E kkk *kk kdk
Weighted average.. ok Kk *dek ik kkk
Gross profit: , : .
Polaris.vieeeeenenss kkk kel kkk - kkk © Kk
"Kawasaki.....voneeee k% . Kk k k&% - fokk kkk

Weighted average.. ek %k ok ko *kok *kk
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Table 11--Continued

Income-and-loss experience of U.S. producers on their ATV operations,
accounting years 1985-87 and interim periods ended Sept. 30, 1987, and
Sept. 30, 1988

Interim period

ended Sept, 30--

Item 1985 1986 1987 1987 1988
Per unit
General, selling, and

administrative

expenses: - . _ .
Polaris...iveceeeene Shkk Shkx Shkx Shxk Shkk
Kawasakiieeeveovoone kEk fukadal *kk k% *kk
i Weighted a\ferage’ . *kk kX% * k% - dkk - t X2

Operating income or :

(loss): _ _
Polaris..ieeevecenes *kk kkk dkk *k% kekk
Kawasaki..eeooevooann *k% kil *k ok * k% ~ Kekk

Weighted average.. Kk ok *kk hekok * k% kkk

1/ Polaris’ data for 1987 are for the period Mar. 31, 1987, to Mar. 31,
1988 while data for the interim period are from Jan. 1, 1987, to Sept. 30,
1987, * * *, . :

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

There was also * * * of *** percent in these expenses from interim
1987 to interim 1988, The company reported that it identifies all major
GS&A expenses separately for ATV products. The advertising and promotion
expenses are shown in the following tabulation (in thousands of dollars):

Anr. 1 td Deé. 31;:
- . o Increase from

Item | 1986 1987 1986 to 1987
Advertising expense......,. ¥¥% . hkk k%
Promotion expense......... ¥** kK , kK

Polaris also * * *, Operating income or (loss) margins in later
periods reflect the * * *, The operating income or (loss) margins were
*** percent, *** percent, *** percent, *** percent, and *** percent. for
1985, 1986, 1987, interim 1987, and interim 1988, respectively. The data
include export sales, which on the basis of total units sold, represented
appoximately *** percent in 1987 and *** percent in 1988 with exports to
Canada accounting for *** percent and *** percent, respectively, of total
units sold.

Verification of Polaris’ data revealed that it had eliminated all
purchase “step-up” adjustments as requested for consistency of reporting
throughout the period of investigation. Although its allocation
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methodology 1/ appeared unorthodox, Polaris’ reported profitability was
greater in all periods, except one, when compared with conventional
allocation procedures 2/ as shown in the following tabulation (in
thousands of dollars, except as noted):

Inter; {od

' v ended Sept, 30--

Item : 01985 - 1986 1987 1987 1988
: . Value (1,000 dollars)

Cost of goods sold:: , ' .
Questionnaire..... *** | kkk kkk *kk *kk
Alternative....... X** fadudd faduid kX% fadald

Difference...... ¥*** *kk *kx . Rk *kk

SG&A: .

Questionnaire.'.;. k%% . kk%x * k% * k% *k%k
Alternative......, X** fdadad XAk fdudd fudadd
Difference...... *%* . kkk *kk T kKX *kk

Operating income .

or (loss): : .
Questionnaire..... * k% %k % : * %%k % % % *kk
Alternative....,., X**x Kkk kil Fkx hdadd
Difference..‘._. * k% %% % * k% . %* % % : *kk

— -~ As a percent of net sales
Cost of goods sold: : ‘

Questionnaire..... ¥*¥¥ kkk kuk Kk *kk

Alternative....... **%* kkk *hk *kk ke
SG&A: : : »

Questionnaire..,.,, **%* ik *kk *kk kkk

Alternative......, ¥*** ok k kkk . kkk *kk

Operating income

or (loss): . :
Questionnaire;..." *k*k %* %%k *k*%k *** %* %k %

Alternative....... ¥%%* *kk *kk *kk *kk

KMM.--The company generally * * * .

Net sales of ATVs * * * by ***% percent from * * * in 1985 to *** in
1986, then * * * in 1987, * * * from 1985 to. 1986; while, * * * to * * *
of *** and ***  respectively, in 1986, and all three items were * * * in

1/ Incremental method was used by Polaris whereby newer products

absorb the majority of additional costs, and conversely, older products
absorb the majority of general, selling and administrative costs
because these would have been incurred regardless of the newer
products. ‘ - ,

2/ Factory overhead is allocated on the basis of direct labor dollars
and GS&A is allocated on the basis of cost of sales.
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the remaining periods. The company attributes the * * * in profits and
the * * * to the * * *, S .

4

It was noted that the GS&A rate is * * *, In summary,.* * *,

Value of plant, property, and equipment.--The data prov1ded by the

producers on their end-of-period investment in productive facilities in
which ATVs are produced are shown in the following tabulation (in
thousands of dollars):

Item : 1985 - 1986 1987 1987 1988
All products:
Polaris:
Original cost.eeevsis,, ¥*% *kk kkk *kk *kk
Book value:.eeveeeesesss F¥¥ . *kk Ll kkk k%
Kawasaki: '
Original cost.veveesss, ¥*% dkk *kk fokk *k%
Book value...oeovseae.. HF¥% Kok *kk kk *k*k
Total: .
Original cost..evevess., **% *k%k kkde o kkk - k%
Book value............. kkk *kk kk%k  kkk *kk
ATVs:
Polaris: A
Original cost......s.... ¥*** Fekk Fedek dekk *kk
Book value............. ek kkk  kkk Kk kK
Kawasaki: : . =
Original cost.....ievss. ¥**¥% *kk *kk ekk kkk
Book value..ceeeveoeeso ¥¥% *kk “hdkek *k % *k%
Total:
Original cost.veveoies. F*%% L kkk o k% *kk
BOOk Value}.......-.ﬁco *kk ' Lkt * kK * kK ***.

Capital expenditures.--The data provided by the U.S. producers
relative to their capital expenditures for land, buildings, and machinery
and equipment used in the manufacture of ATVs are shown in the follow1ng
tabulation (in thousands of dollars):
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Interim period
ended Sept 30--
item 1985 1986 1987 1987 1988
All products:
Polaris:
Land and land
improvementsS.....oee.. X¥* k% Kk k% Kk
Building or leasehold ‘ _
improvements.......... - **¥ kkk *kk k% kkk
Machinery, equipment,
and fixtures.......... X¥* ool fadadal fakald *kk
Total.iveeeesevnaoness X** kkk Rkk kkk Kk
Kawasaki:
Land and land
improvementS.....e.0., X¥* ko fakad fakaked Hkk
Building or leasehold )
improvementS.....o0v.. ¥X* kkk *k% *xk ke
‘Machinery, equipment, : , -
and fixtures 0.0,0 006000 00 *kk fodadad . fadaliad . . *xk % k%
Total.."........'l.' *** . *** *** *** ***
Total:
Land and land
improvements.......... ¥¥% *kk *kk kb *k%
Building or leasehold , '
improvementsS.......e., ¥*¥ kkk *kx *h% *kk
Machinery, equipment,- ' ’
and fixtureS.......... X¥* fadall falakol Xk fadadad
Total.'."........'. *** *** *** *** ***
ATVs:
Polaris:
Land and land :
improvementS.....o0es. X*¥ Fkk k% *xk kK
Building or leasehold :
improvements.......... ¥¥* *k% kk% *kk *k%
Machinery, equipment, : ) o
and fixturesS.......... X¥* kkk fadad ool *k%
Total....l.......... *** *** *** *** ***
Kawasaki:
Land and land
improvementS....... ... ¥¥% *kk faladed *kk *kk
Building or leasehold
improvements.......... *** k% Khk kKK *kk
Machinery, equipment, ‘ '
and fixtures.......... X** fodadad falakl *kk *kk
Total.l...‘........‘ *** *** *** *** ***
Total:
Land and land
improvements.......... ¥*¥¥ *kk kkk kkk *k%
~  Building or leasehold )
improvementS...coveee. KX *kk *kk kkk kkk
Machinery, equipment,
and fixtures........., X*¥* fadadad Xhk | kk% kkk

TOtal...-.-.--...... *k ok *kk kkk - kwk *dkok
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.~—Research and development
expenses relating to ATVs for the U.S. producers are shown in the
following tabulation (in thousands of dollars):

Interim period
ended Sept 30-~
Firm 1985 1986 1987 1987 1988
All products:
POlAriS.eeeeececenrnroness XEK ko kkk kkk . ko
Kawasakisv.eoeoeveoononooses XEX kkk *kk - kkk ool
TotBl.eeeteeeneoanneneses ¥k kkk kkk kkk o kkk
ATVs: -
POlariS.cceeececonceeonses XEX *kk kkk. - *kk o Kk
KawasaKi.e.eeooooovonnoass XE% fadadel kkk kxR
Total.eeeeeeoeenonnnees KK¥ *xk kX kkk o kkx

As with GS&A expenses for Kawasaki, * * *,

Capital and investment.--The Commission requested U.S. producers to
describe the actual and potential negative effects of imports of ATVs
from Japan on their firm‘’s growth, investment, production and development
efforts, and ability to raise capital. Their replies are presented
below.

Polaris.~--* # *,
KMM.—-% * *,

The Question of Threat of Material Injury
to an Industry in the United States

Section 771(7) (F) (i) of the Tariff Act of 1930 (19 U.Ss.C. §
1677(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 the merchandise, the Commission shall consider, among other

- relevant economic factors 1/-- .

(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the
subsidy is an export sub51dy inconsistent: with the
Agreement), -

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 subtitle 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 determlnatlon may not be made
on the basis of mere conjecture or supposition.”
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(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,

(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 1671 or 1673 of this title or
to final orders under section 1671le or 1673e of this title,
are also used to produce the merchandise under
investigation. 1/

1/ The Omnibus Trade and Competitiveness Act of 1988 amended section
771(7)(F) of the Tariff Act of 1930 by adding two items to section
771(7) (F) (1) (19 U.s.C. § 1677 (7)(F) (i) (IX) and (X), and by adding
section 771(7) (F) (iii) (19 U.S.C.  § 1677(7) (F) (iii) in its entirety.
While this investigation was initiated prior to the effective date of
the amendments, they are presented below (and discussed in the
following text) for information. Section 771(7) (1) (F) (IX) directs
that the Commission consider “ . in any investigation under this
title which involves imports of both a raw agricultural product
(within the meaning of paragraph (4)(E)(iv)) and any product being
processed from such raw agricultural product, the likelihood that
there will be increased imports, by reason of product shifting, if
there is an affirmative determination by the Commission under section
705(b) (1) or 735(b) (1) with respect to either the raw agricultural
product or the. processed agricultural product (but not both).”
Section 771(F) (i) (X) directs that the Commission consider ”. . . the
actual and potential negative effects on the existing development and
production efforts of the domestic industry, including efforts to
develop a derivative or more advanced version of the like product.”
Section 771(7) (F) (iii) of the act provides that, in antidumping
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Information on the volume, U.S. market penetration, and pricing of imports
of the subject merchandise (items (III) and (IV) above) is presented in the
section entitled “Consideration of the causal relationship between imports of
the subject merchandise and the alleged injury.” The potential for
“product-shifting” (item VIII) is not an issue in this investigation since there
are no known products subject to investigation or to final orders that are
produced’in- fa¢ilities that can be used to make ATVs. Item I is also not at
issue as this‘'is an antidumping investigation. The available information on
foreign producers’ operations (items (II) and (VI) above) and on U.S.
inventories of the subject product (item (V)) follow.

The ATV industry in Japan and its ability to generate exports

There are four known producers of ATVs in Japan: Honda Motor Co., Ltd.;
'Kawasaki Heavy Industries, Ltd. (KHI); Suzuki Motor Co., Ltd.; and Yamaha Motor
Co., Ltd. Data on these four producers’ capacity and production are presented
in table 12,

The capacity of Japanese producers to produce ATVs decreased significantly
from 1985 to 1987, declining by 62.2 percent from over 1 million units in 1985
to 381,200 units in 1987. Capacity then declined by 32.1 percent from 303,500
units in January-September 1987 to 206,200 units in January-September 1988.
Production declined as well, dropping by 60.0 percent from 719,454 uriits in 198!
to 287,895 units in 1987. Production then dropped by 52.9 percent from 235,228
units in January-September 1987 to 110,780 units in January-September 1988,

Honda * * *,
KHI also reported * * *,
Suzuki * * *,

Yamaha also reported * * *,

”

investigations, “. . . the Commission shall consider whether dumping
in the markets of foreign countries (as evidenced by dumping findings
or antidumping remedies in other GATT member markets against the same
class or kind of merchandise manufactured or exported by the same
party as under ‘investigation) suggests a threat of material injury to
the domestic industry.”
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Table 12
ATVs: Production, capacity, and capacity utilization in Japan, by firms,
1985-87, January-September 1987, and January-September 1988

January-September—-

Source 1985 1986 1987 1987 1988
: Quantity (units)
Production: ‘ ‘
Honda....ovoeveennans, ¥¥% kil okl *hk Kk
KHI......... Ceeeeeenas okl kkk k% kK Kok k
Suzukil 0 9 8 60 0 &0 0t 0 o *** *** *** *** ***
Yamaha...ooevuveeon., X%% kI fakadad fakade ool
Total..veseeeenass 719,454 433,444 287,895 235,228 110,780
Capacity:
Honda 000000 ® e 8 0 ¢ 0P 00 e *** *** *** *** ***
KHI....... N Kkk wkk kkx *kk
Suzuki......... coese. WHK kkk *kk *hk ok
Yamaha' ® 5 8 O 0 0 08 B0 SN *** *** . *** *** ***
‘Total........ veeess 1,008,900 514,400 381,200 303,500 206,200
Percent
Capacity utilization:
Honda....oevvuenaonns, ¥¥% *E%x el k% *hk
KHI.....cot0nvnunnene kK ok *kok k% *kk
Suzuki.....oonnuenn .. KR e k% kkk *kk
Yamaha....oeevenenss oo kEX K% fodadad *rk fadakad
Average............ 71.3 84.3 75.5 77.5 53.7

Source: Compiled from data submitted by counsel for the Japanese producers.

Shipments in Japan by the four producers accounted for * * * percent of
total shipments by these firms from 1985 to 1987 (table 13). Shipments to the
United States, which accounted for between *** and *** percent of exports of
ATVs, declined steadily, by *** percent from 1985 to 1987. Shipments to Canada
accounted for between *** and *** percent of exports from Japan from 1985 to
1987. These shipments declined by *** percent during the period. End-of-period
inventories in Japan declined by *¥** percent from 1985 to 1987.
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Table 13
ATVs: Shipments and inventories of Japanese producers, by firms, 1985-87,
January-September 1987, and-January-September.-1988

(In units)

January-September--

Source 1985 . 1986 1987 1987 1988
Shipments in Japan by-- .
Honda....eoonnuivnnss i Fhkk kkk . kkk kkk
KHI...iviiioonnanenes Kkk - *kk *kk kkk *kk
Suzuki..eeerieeerennan k% *hk kkk *kk K%k
Yamaha...eovoeseeveens faakad ool faakl . kkk ko
Total......ovvvunn,  HFX *kk Kkk *kk kK
Shipments to the United
States by-- ' o o
Honda....vvevenuvvnns *kk kkx ke kHk Kk
KHI...ovvivurnoonanss F*% hkk kK *Hk *kk
SUZUKI.everveenenseas X% kKK kkk BT Kk
Yamaha. ..ueeeoennenn, KKK Ahk ol kkk kkk
Total..ivvvveeernnn k%% Kk *kk kkk kkk
Shipments to Canada by-- . _ o
Honda...eoevevonveonan kol Kk *kk kK kK
0 7 3 *Ahk . khk .2 *k% fk%
SUZUKI.eveurenennenss  KEX Kokok kkk wkx *kk
Yamaha...veevereonnas ookl fakadal kK k Kok K Kk
Total....veevnennns Kxk khk k% o kk% kkk.

Shipments to all other
countries by--

HONdA. o v vveerennine, . *k% S, EER L wkk REL L hkk
2430 U L L L 2 Kk
Suzuki...oeeeeeronsns *hk L Kk Kk *kk
Yamaha., ..ooeoeeeoens Ek wEA Ahkk kkk L kk%
Total.............. Hhk . EER - Rk R A *kk

Yearend 1nventor1es in- N . , T

Japan: . - . _ S T L o :
Honda. ..seveeeeneooee - F&F . Rk TR L S *khk. Kk
2¢: 1 S XEk . - ety S wxk kkk
Suzuki....ocevevnnnns b L T So kkk . kkk . * k&
Yamaha. ..'veeeeeennss hk fadakal fadokad Ktk * k%
Total..eeeeeeesnens KAk bkt LA *k % *kk

Source: Compiled from data submitted by counsel for the Japanese producers.

U.S., inventories of ATVs from Japan

U.S importers’ inventories of ATVs from Japan * * * by *** percent from
December 31, 1985, to December 31, 1986, then * * * by *** percent as of
December 31, 1987, with another * * * of *** percent reported as of
September 30, 1988, compared with inventories as of September 30, 1987 (table
14) . Inventories of three-wheel ATVs * * * by *** percent between
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ATVs: U.S. 1nventor1es of imports from Japan, by types and by importers, as of
Dec. 31 of 1985-87, Sept. 30, 1987, and Sept. 30, 1988

(In units)
: : ’ : Janu -Se -
Type and firm 1985 1986 1987 1987 1988
3-wheel:
Honda....oveevoeeeess *¥% hdkek dokk *kk k&K
KHI. ..o vnvenonaos H¥% Ll ddd *kk Ll *kk
SUZUKRI.voveveveneass, K¥EX Kk *kk kkx *kk
Yamaha, .cveeeeeeosees X% fakadl *kk fakodal fokedel
Total...ooeeveness, *%% *kk *kk *hk *kok
4-wheel: ‘
Honda......ivoviveses F¥* *kk *kk kkk *kk
KHI....iovivnnnnnnoes - X¥X Rk *kk kkk *kk
SUZUKRI.eieeeenneaaass FFX LA *k Fkk %k
Yamaha. e v s renernnnnss XAE _ Kk *kk k& ok *k
TOtal.eeruusionenss HFhk k% *kk * Kk * k%
Total: '
Honda....oeeeeananees F¥* ki kkk kkk *kok
4 1 R kkx ko kkk *kk
SUZUKL vvevvennrnanes X¥EX hkk k% *kk *kk
- Yamaha..... R kkk okl fadidad * k%
Total..vevereennoos FEX * kK kkk Rk *kk

Source: Compiled from data submltted in response to questlonnalres of the U.S.

Internat10na1 Trade Commission.

December 31, 1985 and December 31' 1987, then * * * by *** percent as of

September 1988 compared with September 30, 1987.

* * % by *** percent between December 31,
1987.

by *** percent as of December 31,

1985 and December 31,
Inventories then * * * by *** percent
- as of September 30, 1988 compared with those as of September 30, 1987,

Inventories of four-wheel ATVs

1986, then * * *
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As a share of U.S. importers’ shipments, inventories of ATVs * * * from ***
percent in. 1985 to *** percent in 1986, then-* .* .*:to *** percent in 1987.
These inventories *** to *** percent .of shipments.in .January-September 1988
compared with *** percent in January-September 1987.

Cohéideration of the Causal Relationship Between
Imports of the Subject Merchandise and the Alleged Injury

U.S. imports

, U.S. imports of ATVs covered by this investigation are provided for in .
subheading 8703.21.00 of the HTS (they were previously classified.in TSUSA item
692.1090). This tariff classification is a basket category that applies to

" "motor vehicles (except motorcycles) principally designed for the transport of

persons,” which are not specifically provided for elsewhere, including items

other than ATVs. For purposes of this réport, data on U.S. -imports and .U.S.

shipments of imports were compiled from responses to the Commission’s ‘

questionnaires. The four.responding importers are believed to account- for
virtually all imports of the ‘subject product. :

Total imports ‘of ATVs from Japan declined steadily from 622,313 units in
1985 to 288,744 units in 1987, a drop of 53.6 percent (table 15). Imports then
dropped to 86,039 un1ts in January—September 1988 from 205,304 units in

Table 15

ATVs: U.S. imports from Japan, by.types and by 1mporters, 1985 87, January- :
September 1987, and January-September 1988 ST -

(In units)

January-September--

Type _and firm 1985 - 1986 - 1987 - : 1987 171988 [ -
3-wheel: P ' Ce s A
Honda....... teeeseseses SEKK T Tkk% ST Kk%k o rm . kkk po KRk
KHI. . oeoieoonoonnenosss HEK - ki ikkk L Kkk . ukkk
Suzuki....... cheaeaeess FEX kK : *h% Kk %k k%
Yamaha..eeevooovsesene . % falatad * k% *k% *kk
Total...eeunns ceeases KR ok ok kkk * k% Kok
4-wheel:
Honda....... cesresnenes *Ek *ok % *kk Kk Kkk
KHI.......... ceeeeenes. FEX k% Hkk Kk *kk
Suzuki..ooeveveess ceee. FEX k%% Kk *k%k *kk
Yamaha...... caetsannees KEXE K%k *kk *k% Kk k
Total.v:vveeannnnns ow FEX L kkk *k%k KAk
Total:
Honda....... teetteeeenan rEK *kk ® %k *hk k%%
KHI... oo eneeonaonns k% kK *kk k%% Kk
Suzuki...viernevacnnnas K&K *k ok kK khk *kk
Yamaha...... ceevesecess KEE k%% *okk *kk fkk
Totaleveeeoeaennnne .. 622,313 424,333 288,744 205,304 86,039

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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January~September 1987, representing a decline of 58.1 percent. Imports of

" three-wheel ATVs * * * from *** ynits in 1985 to *** units in 1986, with only
k%% jmports of three-wheel ATVs reported in 1987. Imports of four-wheel ATVs
_* % ¥ gteadily throughout the period as well. Imports of the four-wheel ATVs
* % % by *** percent from *** units in 1985 to *** units in 1987. Imports then
* k¥ % by *** percent in January-September 1988 compared with those in January-
September 1987,

U,S, shipments of imports from Japan

Shipments of imports from Japan declined at a somewhat slower rate than
imports, dropping from 546,654 units in 1985 to 333,212 units in 1987,
representing a decline of 39.0 percent, and by an additional 49.1 percent in
January-September 1988 compared with those in January-September 1987 (table 16),.
"Importers’ shipments of three-wheel ATVs * * * from *** units in 1985 to **%*
units in 1987. Importers’ shipments of four-wheel ATVs * * * from *** units in
1985 to *** units in 1986, then * * * to *** ynits in 1987, representing * * *
of *** percent. Shipments of four-wheel ATVs * * * from *** units in January-
September 1987 to *** units in January-Sepember 1988, or by *** percent.

The value of importers’ shipments of all ATVs declined by 12.8 percent
from 1985 to 1987, and by 45.2 percent in January-September 1988 compared with
the value of such shipments in January-September 1987. This decline in value
was attributable to the decrease in shipments, since average unit values went up
by over $600 from 1985 to 1987 and by $153 in January-September 1988 compared
with the unit value in January-September 1987.

Table 16 :
ATVs: U.S. shipments of imports from Japan, by types, 1985-87, January-
September 1987, and January-September 1988

. ' , January-September——
Type ' - 1985 1986 1987 1987 1988

: Quantity (units)
3-wheel........ eeeoaeeas Kk kK ' kkk *kk kk X
4-wheel....... creeessannn fadakal fakakad fadadad fakak * %k

~Total.....eevevevnn.. 546,654 411,727 333,212 . 223,208 113,593

Value (1,000 dollars) 1/

3-wheel..... cesetesecnne V. k% wkx 1 hkk KKk Fkk
4-wheel...iivivernnesass, K¥% fakakel fakakad k% falada
Total....... Creseenee 786,637 723,003 686,468 446,060 244,405
Unit value
3-wheel....ccieeeenne cees HEK *ikk khk kdkk *hk
4-wheel..oveeereevnenoas, X¥* *kk fakidad fakalad Lkl
Average....cveveennns . 1,439 1,756 2,060 1,998 2,152

1/ F.o.b., U.S. point-of-shipment.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Information on shipments of imports of ATVs from Japan by engine size is
shown in table 17. Shipments of the importers, like those of the U.S.
producers, were concentrated in the above- 225cc range. ATVs with engine sizes
of above 225cc accounted for *** percent of shipments in 1985, *** percent in
1986, *** percent in 1987, *** percent in January-september 1987, and ***
percent in January-September 1988. ATVs with engine sizes in the 160-225cc
range was the next largest group, accountlng for *** percent of sh1pments in
1985, *** percent in 1986, *** percent in 1987, *** percent in January-
September 1987, and *** percent in January—September 1988,

Table 17
ATVs: U.S. shlpments of imports from Japan, by firms and by englne 51zes.
1985-87, January-September 1987, and January—September 1988

(In un1ts) : - ,
y o January-September--
Type and firm _l985 1086 1967 1987 - 1988
Honda: _ A , , o U )
50-90CC. e ctecvenseeess FEX U kkk T kRkR LA kkk
91-159CC. . veececnsns e FEE *hk Fhk : *hk L
160-225CC. v vvunvnneenss FhE T REK kx Kk Kk
ADOVE 225CC.eeiverrss,, XKk "7 7 kkk A Rk *kk
Total.veeeeenennsnes, ¥E% kKK Cokkk kkk *kk
KMC: , o N AA -
50=00CC . s v uensnnnnasss ¥k¥ T kERR T Tkkk | kk% *kk
91-159CC. tevennnnnnnss, Kk¥ SRRk Rkk 0 kkk kK
160-225CC. s cnvesonsesss HFE *kk *kk Ll *hk
Above 225¢CC.eveerecie.. XXX fadadal fakalal Kk k k%
TOLAL. s eneenrnnnsnns, KKK *kdk kK *kk *kk
Suzuki: - '
50-90CC .t cteeevsnvisssss XFE Kk : LEES L *hk
91-159CC. . . vvennnnee.. Fh¥ Ll k% kkk *kk
160-225CC v e ennensens, ¥EX kkko L kkk Kok Kk
Above 225CCicieereccs. . F¥% kil *kk fakakal *kk
Total.veeeeveoennenns *EE *kk hkk kkk *kk
Yamaha: _ ' . '
50-90CC .t ervnnososseess XKX : LA - wkk Ahk khk
91-159CC e vuennennenrns.s kK Kk Kkk - LTL I kK
160-225CC. e cevnencensass *E* L *kk *hk *dk
Above 225CC.eeucrencss. Xk% fakad : akadal : *hk * k%
TOtAl e e eeesnnnnnnss, KKK *kk hkk kkk ok
Total: _ e . ,
50-90CC.ecrernroresesss X¥X hkk - hkk B 2 *kk
91-159CC . vrerenneerees FEX *kk badakd k% *k %k
160-225CC. s cenennnoeee. *FX 4 *kk - ckkk *kk xkk
AbOVe 225CC.ceuererens, X¥% kkk *kk *k%k *kk
Total.....eoeen. cees. 546,654 411,727 333,212 223,208 113,593

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

In terms of quantity, U.S. shipments of U.S.-produced ATVs increased from
**% percent of the market in 1985 to *** percent in 1987 (table 18); these
shipments then increased to *** percent of the market in January-September 1988
~ compared with *** percent in January-September 1987. Shipments of imports from
Japan by the four importers declined throughout the period from *** percent of
apparent consumption, by quantity, in 1985 to *** percent in '1987. - This share
then dropped to *** percent in January-September 1988 compared with *** percent
in the corresponding period of 1987. Imports from other countries * * * their
share from *** percent in 1985 to *** percent in 1987. This share then * * * to
**% percent of the market, by quantity, in January-September 1988 compared with
*%% percent in January-September 1987.

Table 18
ATVs: Shares of apparent U.S. consumption, by sources, 1985-87, January-
September 1987, and January-September 1988

January-September--—
Firm 1985 1986 1987 1987 1988

Percent of quantity

Polaris R T 2 *kk * ke *kk Kk

KMH. o vvoneonesnsesnn RS *k *k hhk ok
Subtotal.....eovvenen kkk Kxx i *kK kkk
Honda. cooeeeevonnnseensns ald kE% *kx kk%k kkk
KMC. et ieveevenonnorenses *hk *kk ok *kk Kk
Suzuki..ooevenes Ceeeaneas wk%k Kk Kk *k%k Fkk
Yamaha..oeeeeeoooessoesas k% ol ool kel Yk k
Subtotal from Japan.. F¥k el kK *hk *kk
* % % from other '
countriesS..ceveveeeenns fakikal el il fakads *h%k
Total....... cerene .o 100,0 100.0 100.0 100.0 100.0

Percent of value 1/

Polaris . 1 2 k%% kkk *kk *k%k

KMM. evsnnennnnnnnnnnns *hk *hk *k ok xk
Subtotal......... cee.  KEX *k% ekl *Hk kkk
Honda..ovveeviennnnseeees  KXX *Hk *h* khk Kk
KMC....ooeverven cseesesaes k% KE% *kk k% k%
Suzuki....... Ceeresaesaa, | KEE e kel *k% i
Yamaha..eeeeeeeoonnseones fadadal kx% k% kel fadalal
Subtotal from Japan..  ***% *dk Kk K *kk Kok k
* * *  from other
CoOUntrieS.viveesnnnvenes KRk ekl el faladd fadadal
Total.eeevernnnnonns 100.0 100.0 100.0 100.0 100.0

1/ Value data are f.o.b., U.S. point-of-shipment.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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In terms of value, U.S. shipments of U.S.-produced ATVs increased from ***
percent of the market in 1985 to *** percent of the market in 1987, then rose to
*%% percent in January-September 1988 compared with *** percent in the
corresponding period of 1987, Shipments of imports from Japan by the four
importers declined from *** percent of apparent consumption in 1985 to #***
percent in 1987, then dropped to *** percent in January-September 1988 compared
with *** percent of the market in January-September 1987. Shipments of imports
from other countries * * * from *** percent of consumption, by value, in 1985 to
*** percent in 1987, then * * * to *** percent in January-September 1988
compared with *** percent in January-September 1987.
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rices

Market characteristics.--The prices of different ATV models vary according
to differences in product specifications, including engine displacement, the
number of wheels, and the quality of the suspension system. Higher prices may
also be obtained for recognized brand names where quality and after-sales service
are well known. Brand-name recognition is established by (1) advertising
extensively, (2) developing a widespread dealer network that can service ATVs at
locations convenient to consumers, and (3) offering a range of ATVs for different

"uses and age groups. Large suppliers of ATVs to the U.S. market, like Honda and
Suzuki, sell a wide range of ATVs to appeal to various market segments, including
light- and. heavy-utility use, racing, general recreation, and sportsman uses such
as hunting, fishing, and camping. 1/

U.S. producers and importers of ATVs publish price lists, quoting prices
f.o.b. their U.S. plants and/or warehouses., But to compete in a differentiated
product market, these firms offer a variety of sales rebates, 2/ promotions, and
incentives to their dealers and distributors that may substantially reduce dealer
and distributor purchase prices and/or selling costs. As a result, sales
competition is reflected not only in the f.o.b. selling prices, but also in the
various sales incentive programs offered. The major types of sales programs are
described in the following list: 3/

ire bates to dealers based on retail sa .--These rebates are
generally paid by the U.S. producers and importers to help move inventories
at the dealer level. Rebate amounts differ by ATV and are offered only on
specified models sold during stipulated time periods.

iscounts fo deri ercent allo ion.-~If a dealer orders 100
percent of what it sold in the previous period, some importers discount the
price of the newly ordered ATVs.

- Dealer holdback.--At the time the dealer purchases its ATVs, some importers
arrange to remit to their dealers a percentage (averages about 3 percent) of
the dealers’ list f.o.b. invoice price when the ATV is sold to a consumer.
Such remittances either increase the dealers’ profit margins if he sells at
the suggested retail price, or allow him to achieve a given margin while
selling below the suggested retail price.

ende anpning.--U.S. producers and importers of the subject ATVs
pay part or all of the interest on inventory loans to their dealer or
distributor customers for a certain period (usually 30 to 90 days) after
which the purchasers pay the full interest charge. The domestic producers

1/ Unlike the importers who offer only manual transmissions on the Japanese ATVs,
Polaris equips its ATVs with automatic transmissions, which appeal to certain
riders.

2/ Rebates are also offered by some of the importers directly to their ATV
dealers’ retail customers. The retail customer typically has the option of using
the rebate as a downpayment on his ATV by signing the rebate over to the dealer,
receiving a price reduction equal to the rebate, or receiving a rebate check
directly from the importer. In the former two instances, the rebate is remitted
to the dealer.

3/ The reported net f.o.b. selling prices discussed later in this section are net
of the rebates, discounts, and holdbacks identified here, but do not include the
effect of free floorplanning, cooperative advertising, accessory giveaways, or
the “other” programs.
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and importers of ATVs generally arrange their customers’ inventory
financing.

Cooperative advertising.~-Both the U.S. producers and importers of the
subject ATVs reimburse their dealers and distributors for part of the
latters’ advertising costs, generally up to 50 percent of some advertising
dollar limit. The supplier usually specifies the types of advertising that
are acceptable and the models that are affected, and requires proof of the
advertising expenditures.

Accessory giveaways.--The U.S. producers and importers will discount
various ATV-related products to dealers, if the latter sell a certain volume
of specified ATV models. Related products could be wearing apparel for ATV
riders or accessory equipment for ATVs.

Other programs.--The U.S. producers and importers offer their dealers
limited other incentives, including rebates on ATVs sold to government
agencies and to ATV safety instructors, rebates on demonstration models, and
giveaway items like ATV apparel for donations or as incentives to sponsor
racing events.

As sales of * * * ATVs imported from Japan fell during 1985-87, the U.S.
importers significantly increased their average expenditures per ATV on the above
programs. But sales volumes of the imported ATVs continued to fall during
January-September 1988, and the importers then reduced their average sales-
incentive expenditures per ATV during this latter period. Total sales of U.S.-
produced ATV's * * *, Based on questionnaire responses, the following tabulation
shows estimates of the average total expenditure per vehicle during the period of
investigation. The figures shown in the tabulation were obtained by dividing
each firm’s total sales-incentive expenditures for each period by the total
number of ATVs it shipped during the period indicated.

_(Per ATV)
January-September
Firm 1985 1986 1987 1987 1988
U.S. producers: .
Polaris........ ceenen ce. R ok k kkk Kk Kk %k
Kawasaki...eoooevenesns . Kkk * k% *k %k %%k kkk
Weighted-average...... *%* *kk *kk *kk *kk
U.S. importers:
Honda....ooeveeveeenees, FE¥ kK K ¥k *kk fkk
Kawasaki..veveeooenoeee, Fk* Kk k kkok * ek Kk
Suzuki..... ceeeesescaens Tk *k % *kk *kk kkk
Yamaha..eeooseeeos ceceee. KEX ekl *okk k% kkk
Weighted-average...... 58.40 113,74 158.33 158.17 124,74

Polaris * * *, In January-September 1988 Polaris’ average expenditure per
vehicle * * *, On its U.S.-produced ATVs, Kawasaki’s average per-vehicle
expenditures on sales programs * * *, TImporters * * * increased their
sales-program expenditures on their imported Japanese ATVs during 1985-87; for
all four firms combined the weighted-average per-vehicle cost rose from $58.40 in
1985 to $158.33 in 1987, representing an increase of about 170 percent. In
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January-September 1988 the average expenditure per vehicle fell by about 21
percent compared with that in the corresponding period of 1987.

During 1985 and 1986, Polaris’ average sales-program costs per ATV were
* * *  respectively, * * * those of the four importing firms. But in 1987
Polaris’ costs per vehicle averaged about * * * than for the imported ATVs, and
during January-September 1988 these costs * * * the per-vehicle costs of the
foreign ATVs. Kawasaki’s per-vehicle expenditures on sales programs for its
U.S.~produced ATVs were generally * * * on its imported ATVs, and * * * sych
costs of the four importing firms.

Four of the sales programs cited--extended floorplanning, cooperative
advertising, accessory giveaways, and the “other” programs--affect the dealer’s
selling/marketing costs, but do not directly affect his purchase price or the
U.S. producer’s or importer’s selling prices. The following tabulation shows, by
supplying firm, the average combined expenditure per vehicle for these latter
sales programs during the period of investigation. 1/ These figures are only
estimates of the actual costs per vehicle. The figures shown in the tabulation,
obtained from questionnaire data, were calculated by dividing each firm’s
combined sales-incentive expenditures for each period by the total number of ATVs
it shipped during the period indicated.

January-September

Firm 1985 1986 1987 1987 1988
U.S. producers:
Polaris....cveeeeenenns. *%% *kk *kk *kk *okk
Kawasaki.....oveuesnenes X¥% * %k * %k Kk * ok Kk
Weighted-average...,.,. ¥*** ek k *kk *kk *kk

U.S. importers:

Honda. ... oevenernannoss HKK kK kkk : *kk *kk
KawasaKi.,eooeeennrnnaos X% *kk *kk *kk *kk
SUZUKRL. ivvivnronssnnsnss XH¥ *kk *hk kkk *k %
Yamaha..ooveevevsecenass Xk* *kk *kk Kkk *k ok

Weighted-average...... ¥*** *kk *xk *kk kekk

As shown above, Polaris’ per-unit expenditures on the four sales incentive
programs were * * *,  On the other hand, * * *,

Questionnaire price data.--The Commission requested net U.S. f.o.b. selling
price data (adjusted for rebates, discounts, holdbacks, preparation/assembly

allowances, and any freight absorption) for ATV models most similar to the
Polaris Trailboss 250 2X4 and the Polaris Trailboss 250 4X4 from U.S. producers
and importers of the subject ATVs. 2/ The Polaris 2X4 is a two-wheel-drive model
and the Polaris 4X4 is a four-wheel-drive model. These two models were chosen by

1/ The majority of the expenditures shown for these four sales programs combined
are accounted for by flooring costs and cooperative advertising.

2/ Because Commission staff was not sure which firms, if any, could supply the
requested net price information, it also requested f.o.b invoice selling price
data adjusted only for preparation and assembly allowances and any freight
absorption (adjusted f.o.b. invoice selling prices). Assembly/preparation
allowances range from *** to *** per vehicle and are generally deducted from the
dealers’ list price and shown on the invoice. * * *,
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Commission staff as they accounted for a significant share of Polaris’ ATV sales,
approximately *** percent during 1985-88, and were produced by Polaris throughout
most of the investigation period. The U.S. producers and importers were
requested to report the f.o.b. price data separately for sales to dealers and to
distributors. The price data were requested for total sales of the models
reported, by quarters, during January 1985-September 1988.

Producer/importer.--It was not clear what models of other domestic and
imported Japanese ATVs competed with these Polaris models. Accordingly, KMM and
the importers were asked to report from the range of ATV models they offered,
pricing data for the model(s) that they considered most similar in product
characteristics and uses to the two Polaris models. 1/ The responding firms were
asked to provide any information on the similarity or dissimilarity of their
selected models with the specified Polaris models. Such reported information is
discussed in the price comparisons section of this report. Suzuki has argued
that none of its imported models competed directly with the Polaris models, but

it supplied data on models that were more similar in function than any other.
* % %

The two U.S. producers of ATVs and the U.S. importers of the Japanese ATVs,
except for Yamaha, reported their net f.o.b. selling prices. Yamaha was unable
to report the requested net selling price data, but did report the requested
adjusted f.o.b. invoice selling prices and sales quantities. * * *, As
indicated earlier in this report, * * *,

Polaris markets its Trailboss 250 2X4 model for a combination of utility,
sportsman, and recreational uses, but sells its Trailboss 250 4X4 model primarily
for more demanding utility uses. Polaris equips both of these ATVs with front
and rear racks, a hitch, headlight, and tool kit.

The various domestic and imported Japanese ATV models for which the price
data were reported are shown in the following tabulation by reporting firm and
intended use. 2/ The tabulation also shows the percentage of each firm’s total
U.S. sales of ATVs during January 1985-December 1988 that were accounted for by
each reported model, Product descriptions of the domestic and imported ATV
models are shown in appendix D.

1/ Prices based on the petitioner’s judgement of most similar competing models
were requested of purchasers and are discussed in the price comparisons section.
2/ Importers did not report prices of any Japanese three-wheel ATVs. Commission
staff conversations with industry spokesmen suggest that during 1985-87 the
three- and four-wheel ATVs competed with each other for the same uses and the
same types of customers, although the three-wheelers tended to be lighter,
smaller, and have different handling characteristics than the four-wheel models.
Since 1985 the relative share of four-wheel ATVs in the U.S. market has risen
dramatically. Several factors may have accounted for this shift in demand,
including a maturing product market for the three-wheel ATVs, and concern about
the safety of three-wheel ATVs. At the end of 1987, the CPSC banned the sale of
new three-wheel ATVs in the U.S. market. In the spring of 1988, the importers
agreed, as part of their settlement with the CPSC, to buy back from their dealers
all unsold three-wheel ATVs.
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Percent
Vehicle category/ of total Primary
firms . Models 1/ sales 2/ intended use(s) 3/
Two-wheel drive:
U.S. models: : _
Polaris.sesevsensss Trailboss 250 2x4 . Fkk Utility/sportsman/
recreation
KMM. oo oonnnns ... Bayou 300 (KLF 300A/B *kk Utility
.series) . '
Japanese models:
Honda....evveevs... FourTrax 250 (TRX 250) *xk Utility/sportsman
FourTrax 300 (TRX 300) *kk Utility
Suzuki......es....: QuadRunner 250E (LT 250E)  **%* Utility
QuadRunner 300E (LT 300E) kkk Utility
QuadRunner F250 (LTF 250) *dk Utility
Yamaha.....ooeeesnn MotoFour 225 (YFM 225) *kk Utility
Kawasaki........... Bayou 185 (KLF 185-A kkk Light utility/
series) , sportsman/rec-
Four-wheel drive: 4/ reation
U.S. model: , .
Polaris..... cecens . Trailboss 250 4X4 KRk Utility
Japanese models: :
Honda.........covns FourTrax Foreman 4X4 kkk Utility
(TRX 350D)
Suzuki.....eee.eo.. QuadRunner 4WD (LT-4WD 250) ¥%* Utility
Yamaha........ «e+... Big Bear (YFM 350FW) S kkk Utility

1/ The 3-digit number following the letter prefix in the model name refers to the
nominal engine displacement, measured in cubic centimeters (cc). For instance,
the Trailboss 250 2X4 has a 250cc engine.

2/ Limited coverage on the Honda, Suzuki, and Yamaha ATVs reflect the variety of
imported models, including three—wheelers, sold during the period of
investigation.

3/ Based on descriptions in sales brochures, the listed uses were the ones most
prominently featured. ¥For three of the models shown, more than one use was cited
with about equal emphasis.

4/ All of the reported 4-wheel drive ATVs were promoted in the brochures
primarily to meet demanding ut111ty needs," although sportsman uses were also
cited.

Purchasers.--The Commission also requested prices from purchasers for
the two Polaris models, a number of imported Japanese ATV models, and a U.S.-
produced Kawasaki model that Polaris alleged to be directly competitive with its
two specified models. These prices were net delivered purchase prices supplied
by ATV dealers in the top 10 ATV-consuming States. The delivered price data were
requested for total purchases of the models reported, by quarters, during January
1986-September 1988, Purchasers were also requested to report the delivered
price data for any other imported Japanese ATVs that they felt competed directly
with the two Polaris models. The domestic and subject imported ATV models for
which delivered price data were requested are shown in the following tabulation:
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Two-wheel drive:
U.S. models:
PRODUCT 1: Polaris Trailboss 250 2X4 (Model Nos. W86/W87/W88--7527)
PRODUCT 2: Kawasaki Bayou 300 (KLF 300A/B series) 1/
Japanese models:
PRODUCT 3: Honda FourTrax 200SX/SXJ (TRX 200SX/SXJ)
PRODUCT 4: Suzuki QuadRunner 250E (LT 250EF/EH/EJ)

PRODUCT 5: Suzuki QuadRunner 300E (LT 300EH/EJ)
PRODUCT 6: Yamaha MotoFour (YFM 200DXS/DXT/DXU)
PRODUCT 7: Kawasaki Bayou 185 (KLF 185-A series)

Four-wheel drive:
U.S. model:
PRODUCT 8: Polaris Trailboss 250 4X4 (Model Nos. W87/W88--8127)
Japanese models:
PRODUCT 9: Honda FourTrax Foreman 4X4 (TRX 350D)
PRODUCT 10: Honda FourTrax 4X4 (TRX 300FW)
PRODUCT 11: Suzuki QuadRunner 4WD (LT-4WDJ/WDK 250)
PRODUCT 12: Yamaha Big Bear (YFM 350FWT/FWU)

1/ Polaris identified the Kawasaki Bayou 300 (2-wheel drive) model as an
imported Japanese ATV that was directly competitive with its 4-wheel drive
Polaris Trailboss 4X4 model. Kawasaki reported in its questionnaire that * * *,
Kawasaki does not * * *, ' '
Price_trends.--Price trends for the domestic ATVs and the imported Japanese
ATVs, except for the Yamaha models, are based on indexes of the reported
quarterly weighted-average net f.o.b. selling prices of the ATV models reported
sold to dealers by U.S. producers and importers during January 1985-September
1988. These prices are net of rebates, discounts, holdbacks, preparation and
assembly allowances, and any freight absorption. 1/ Price trends of the imported
Yamaha models are based on indexes of the reported f.o.b. invoice prices adjusted
only for assembly/preparation allowances and any freight absorption. Indexes of

- the price series are shown in table 19 for the U.S.-produced ATVs and tables 20

and 21 for the imported ATVs. 2/ As shown in these tables, prices generally
increased for both the domestic and imported Japanese ATVs during the periods
reported. Importers indicated in their questionnaire responses that the rising
value of the yen and product improvements account for a large part of the price
increases. 3/ Price increases in 1988 may also reflect increased costs
associated with settlement agreements with the CPSC that were concluded in the
spring of 1988. The consent agreements with the CPSC are discussed in the
“market factors” section of this report.

U.S. producers’ prices.--Based on the reported net f.o.b. prices of
U.S. producers, quarterly selling prices of the domestic ATVs to dealers

1/ Kawasaki also reported its prices for both imported and U.S.-produced ATVs net
of free flooring and any cooperative advertising and accessory giveaways.

2/ Appendix tables E-1, E-2, and F-1 through F-4 show the net f.o.b. selling
prices and the quantities of the domestic and imported ATVs reported sold to
dealers, by quarters, during January 1985-September 1988.

3/ U.S, producers and importers of ATVs usually introduce new models when they
make significant product changes. ATVs have become increasingly sophisticated
and, as a result, the newer models tend to be sold at higher prices than the
older models. Product changes in established models, however, are generally
modest. Price trends discussed in this section of the report are based on
selling prices of established ATV models.
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Table 19 .

U.S.-produced ATVs: Indexes of reported net f.o.b. selling prices to dealers of the
Polaris Trailboss 250 2X4 and 250 4X4 ATVs and other domestic ATVs, by quarters, January
1985-September 1988 1/ S

: 4-wheel
2-wheel drive (2X4) : drive (4X4
Polaris Kawasaki Polaris
Trailboss Bayou 300 series Trailboss

Period 250 2X4 KLF 300-A1 _KLF 300-A2 _ KLF 300-Bl _ 250 4X4

1985:
Jan.-Mar..... e
Apr.-June...... ceenn * * * * * * *
July-Septiveeeseeans
Oct.-DeCivivereeenns
1986
Jan.-Mar.....c.e0000s
Apr.-June.......cc..
July-Sept..cvesse .o
Oct.-DeCiveeevess ces * * * * * * *

)1987:
Jan.-Mar...ceeeeeees
Apr.-June...eesveees
July-Sept......con0
Oct.-DeCiverucncnnee
1988:
Jan.-Mar....... ceens * * * * * * *
Apr.-June.......... -
July-Sept..cevicanss

1/ Polaris was requested to supply net selling price data for its Trailboss 250 2X4 and
250 4X4 ATVs. The other U.S. producer, Kawasaki, was requested to report, * * *,
Kawasaki’s reported prices were also net of free flooring, cooperative advertising, and
accessory giveaways.

Note: First period with data = 100.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Imported Japanese ATVs: Indexes of reported net f.o.b. selling prices
to dealers of selected imported Japanese ATV models that were most
similar to the Polaris Trailboss 250 2X4, by quarters, January

1985-September 1988 1/

Honda Suzuki Yamaha 2/
FourTrax- QuadRunner-— MotoFour

Period 250 300 250E 300E F250 225
1985:

Jan.-Mar...... . :

Apr.-June...... % * * * * * *

July-Sept......

Oct.-Dec.veevns
1986:

Jan.-Mar..... .o

Apr.-June......

July-Sept......

Oct.-Dec.....s. * * ® * * * *
1987:

Jan.-Mar.......

Apr.-June......

July-Sept......

Oct.-DeC.vieven
1988:

Jan.-Mar.......

Apr.-June...... * * * * * * *

July-Sept......

See footnotes at the end of the table.



A-55

Table 20--Continued

Imported Japanese ATVs: Indexes of reported net f.o.b. selling
prices to dealers of selected imported Japanese ATV models that
were most similar to the Polaris Trailboss 250 2X4, by quarters,
January 1985-September 1988 1/ S ’ '

Kawasaki
Bayou 185 series-—

Period KLF185-A1 KLF185-A2 KLF185-A3 KLF185-A4

1985:
Jan.-Mar.......
Apr.-June..... . % * * * * *
July-Sept......
Oct.-Dec.......
1986:

Apr.-June..... .
July-Sept......
Oct.-Dec..vunss * * * * * _ *
1987:
Jan.-Mar.......
Apr.-June..... .
July-Sept......
Oct.-DeC.ivevens
1988: .
Jan.-Mar....... . ) _
Apr.-June....... * Lk . X N .
July-Sept...... ' :

1/ U.S. importers of the Japanese ATVs were requested to report,
from the imported ATV models they offered, net selling price data
for their largest selling model(s) that was (were) most similar
in product specifications to the Polaris Trailboss 250 2X4.

2/ Price indexes of the Yamaha ATVs are based on f.o.b invoice
selling prices less only preparation and assembly allowances and
any freight absorption. Yamaha was unable to report net f.o.b.
selling prices, which would also be less any rebates and
discounts, and holdbacks.

Note. Kawasaki’s reported prices were also net of any free
flooring, cooperative advertising, or accessory giveaways.
Note. First period with data = 100.

Source: Compiled from data submitted in response to
questionnaires of the U.S. International Trade Commission.
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Table 21

Imported Japanese ATVs: Indexes of reported net f.o.b. selling
prices to dealers of selected imported Japanese ATV models that
were most similar to the Polaris Trailboss 250 4X4, by quarters,
April 1986-September 1988 1/

Honda Suzuki Yamﬁha 2/

FourTrax Foreman QuadRunner 4WD  Big Bear
Period (TRX 350D) (LT-4WD 250) (YFM 350FW)
1986:
- Apr.-June......
July-Sept...... * * * * * * *
Oct.-Dec.......
1987:
Jan.-Mar.......
Apr.-June......
July-Sept...... * * * * * * *
Oct.-Dec.......
1988:
Jan.~-Mar.......
Apr.-June...... * * * * * * %

July-Sept......

1/ U.S. importers of the Japanese ATVs were requested to report,

- from the imported ATV models they offered, net selling price data
for their largest selling model(s) that was (were) most similar in
product specifications to the Polaris Trailboss 250 4X4.

2/ Price indexes of the Yamaha ATVs are based on f.o.b invoice
selling prices less only preparation and assembly allowances and
any freight absorption. Yamaha was unable to report net f.o.b.
selling prices, which would also exclude any rebates, discounts,
and holdbacks.

3/ No sales to dealers of this specific model were reported durlng
this period.

Note. -Kawasaki reported * * *,
Note. First period with data = 100.

Source: Compiled from data submitted in response to questionnaires
of the U.S. International Trade Commission.
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generally increased during the period reported (table 19). Selling prices of
Polaris’ Trailboss 250 2X4 to dealers * * * by *** percent during October
1985-September 1988. 1/ Prices of the U.S.-produced Kawasaki Bayou 300-Al and Bl
models sold to dealers each * * * by about *** percent during the respective
periods reported, April 1985-September 1986 and October 1987-September 1988.
Prices of the Bayou 300-A2 model * * * by *** percent during July 1986-September
1987. The Bayou 300 series was reported by Kawasaki to be the most similar of
its domestic ATVs to the Polaris 2X4 model. Prices of the Polaris 250 4X4 * * *
during October 1986-September 1988. 2/

U,S, importers’ prices of Japanese ATVs.--Based on the reported net
f.o.b., selling prices of U.S. importers, except for Yamaha which reported only
partially adjusted f.o.b., prices, quarterly prices of the imported Japanese ATVs
to dealers generally increased during the periods reported. For the imported
.Japanese models most similar to but not necessarily directly competitive with the
Polaris Trailboss 250 2X4, selling prices of seven of the reported foreign ATV
models increased during the periods reported; prices of another Japanese model
remained unchanged during the period reported; and prices of two other Japanese
models fell (table 20). The price increases ranged from an increase of ***
percent during January 1985-September 1986 * * * to an increase of *** percent
during January 1985-September 1988 * * *, Selling prices of the imported
Kawasaki Bayou 185-Al1 model * * * during January-December 1985. * * * during
October 1985-March 1987, and prices of the Kawasaki Bayou 185-A3 * * * during
July 1986-September 1987. Prices of the Kawasaki Bayou 185-A4 * * * during July
1987-September 1988.

For the imported Japanese models most similar to but not necessarily
directly competitive with the Polaris Trailboss 250 4X4, selling prices * * *
(table 21). Selling prices of the Honda FourTrax Foreman 4X4 * * * during July
1986-September 1988; prices of the Suzuki QuadRunner 4WD * * * during April 1986-
September 1988; and prices of the Yamaha Big Bear * * * during October 1986-
September 1988, :

* *
*
* *

N =
NS
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Price comparisons.--Price comparisons between the U.S.-produced Polaris
Trailboss 250 2X4 and Polaris 250 4X4 and imported ATVs are based on the
quarterly net f.o.b., price data for sales to dealers reported by Polaris and by
the importers (tables 22-27). 1/2/ The imported models were chosen by the
respondents from the ATVs they offered as those most similar to the specified
Polaris models. Although some overlap exists between these models and the
imported models selected by the petitioner, the question of which models compete
was not resolved. Comparisons of prices of the individual models should be made
with caution. Product specifications for the reported domestic and imported ATVs
are presented in appendix D, The responding firms were asked to comment in their
questionnaire returns on the similarity of the ATV models they selected with the
domestic models, and these comments are discussed below. In addition, ATV
dealers were requested in purchaser questionnaires to comment on the similarity
of domestic and imported ATV models and their comments are also included.

In addition to price comparisons between the domestic and imported Japanese
ATVs -based on net f.o.b. selling prices, price comparisons are also available
based on net delivered prices to dealers reported in purchaser questionnaires,
The latter price comparisons, however, were based on far fewer ATV units, and
were calculated on purchases in each of the following States and combined-State
areas: each of the top three ATV-consuming States of California, Texas, and
Florida, and the combined-State areas of Wisconsin/Minnesota and Alabama/
Arkansas/Louisiana/Mississippi/Tennessee. 3/ Because of the limited number of
ATVs covered by the purchaser price data, net delivered price comparisons between
the Polaris and imported Japanese ATVs reported by dealers are not shown but will
be discussed with the comparisons based on the reported net f.o.b. prices.

Seventy-three dealers discussed in their questionnaire responses the major
differences between the Polaris and imported Japanese ATVs, and identified any of
the imported models that, in their sales experience, competed with the Polaris
Trailboss 250 2X4 and 4X4 models. The most frequently cited differences were the
two-stroke engine and chain drive of the Polaris ATVs versus the four-stroke
engines and shaft drive of the majority of the imported models. Most dealers
indicated that the engines and drives of the imported models were more complex
and advanced, resulting in a quieter running machine that was more comfortable

1/ Price comparisons between the Polaris and Yamaha models are based on the
reported f.o0.b., invoice selling prices adjusted only for preparation and assembly
allowances and any freight absorption. Reported prices of the imported Yamaha
models are an exception. Yamaha was not able to report its net f.o.b. selling
prices, which also take account of rebates, discounts, and holdbacks. Polaris
reported both adjusted and net f.o.b. selling prices. To make price comparisons
between the Polaris and imported Yamaha models on similarly adjusted prices, the
adjusted invoice prices were used.

2/ * * ¥, Dealers indicated in their purchaser questionnaire responses that
freight costs based on delivered prices averaged less than 3 percent and were not
an important factor in sourcing ATVs.

3/ Fifty-eight dealers provided usable net delivered pricing data, but not
necessarily for every period or product requested. Total purchases of ATVs by
these responding dealers during January 1987-September 1988 accounted for 3
percent of all U.S. producers’ ATVs shipments in the United States during this
period and 3 percent of all U.S. imports of the subject ATVs during this period.
The pricing data were based on purchases of specified models during January 1986-
September 1988. The total number of these specific ATVs reported accounted for

1 percent of all U.S. producers’ ATVs shipments in the United States during this

latter period and 0.5 percent of all U.S. imports of the subject ATVs during this
same period.
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for the rider to operate and easier for him to maintain. In addition, dealers
cited the belt-driven automatic transmission of the Polaris models compared with
the gear-operated manual transmissions of the imported models as important
differences. Dealers also mentioned the greater range of engine sizes of the
foreign ATVs compared with the Polaris models, which enabled the Japanese ATVs to
appeal to a wider range of consumers. Polaris dealers frequently mentioned the
automatic transmissions and footboards as significant safety features that,
combined with better suspension, led to easier handling and tighter turning
radius for the Polaris models compared with the Japanese models. These latter
dealers also promoted the Polaris as a “made in America” product, which they felt
was a selling advantage. Dealers of the imported ATVs cited more advanced engine
design, more attractive styling, and superior craftsmanship of the imported
models compared with the Polaris models. They believed this resulted in fewer
repairs and longer lasting machines for the imported models. Several dealers
attached to their purchaser questionnaire responses detailed comments regarding
differences between the Polaris and Japanese ATVs. These comments are summarized
in appendix G.

Although they reported significant product differences between the domestic
and imported Japanese ATVs, 22 of the 73 responding dealers cited specific
Japanese ATV models that they felt competed with the Polaris Trailboss 250 2X4
and 4X4 models. 1/ In competition with the Polaris 2X4 model, these dealers
~cited, in descending order of frequency, the Suzuki QuadRunner 250E model; the
Honda FourTrax 300, 250, and 200 models; and the Yamaha MotoFour 200 and 225
models. In competition with the Polaris 4X4 model, they cited most frequently
the Honda FourTrax Foreman 350 and FourTrax 300 4X4’s, the Yamaha Big Bear 350FW,
and the Suzuki QuadRunner 4WD model. 2/

Price comparisons with the Polaris Trailboss 250 (2X4).--Fifty-seven
quarterly f.o.b. price comparisons were possible between the U.S.-produced
Polaris 2X4 ATV and ATVs imported from Japan that were sold directly to dealers,
for the period October 1985-September 1988 (tables 22-25)., Sixteen quarterly
price comparisons involved Honda ATVs (table 22), 12 involved Suzuki ATVs (table
23), 12 involved a Yamaha ATV (table 24), and 17 involved Kawasaki ATVs (table
25). Of the 57 quarterly price comparisons, 37 showed that prices of the
imported Japanese ATVs were * * * the Polaris 250 2X4 ATV, ranging from *** to
*** percent * * * prices of the Polaris model, Twenty price comparisons showed

1/ Eleven of the 22 were Polaris ATV dealers. The remaining 51 dealers of the
73, none of whom were Polaris dealers, indicated that the Japanese ATV models did
not compete directly with the Polaris Trailboss 2X4 and 4X4 models because of
significant product differences between the imported and domestic ATVs.

2/ Purchasers contacted by Commission staff in connection with lost sales
allegations also noted differences between the Polaris and imported Japanese
ATVs, but cited the following Japanese ATV models as similar to the domestic
machines. Comparable with the Polaris Trailboss 250 2X4 were the Honda FourTrax
250 model and the Yamaha MotoFour 225 and 250 models. Comparable to the Polaris
Trailboss 250 4X4 were the Honda FourTrax Foreman 350 4X4, the Suzuki QuadRunner
4WD, and the Yamaha Big Bear 350FW.
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that prices of the imported Japanese ATVs were higher than prices of the Polaris
model. 1/

F.o.b. price comparisons with the imported Honda ATVs involved the Honda
FourTrax 250 and the Honda FourTrax 300 (table 22). Eleven of the quarterly
price comparisons involved the Honda FourTrax 250 and five involved the Honda
FourTrax 300. * * *, Four other price comparisons showed the imported model to
be priced * * * than the domestic model. Initially the Honda 250 model was
priced * * * than the Polaris model, in October-December 1985, but then was
priced * * * than the domestic model throughout 1986 as the Honda price * * *,
Throughout 1987 and January-September 1988, however, the Honda 250 model was
priced * * * the Polaris 250 model. During these latter periods, prices of the
Polaris model generally * * *, One of the five price comparisons involving the
Honda 300 model showed the imported ATV to be priced * * * than the Polaris
model, during January-March 1988, by a margin of *** per vehicle, or * * * than
the price of the Polaris ATV. Four other price comparisons showed this somewhat
larger Honda 300 model to be priced * * * than the Polaris 250 model. * * *,
Thereafter prices of the Honda 300 model * * * at a faster rate than prices of
the Polaris model, resulting in * * *, Based on their respective sales
brochures, the Polaris and two Honda ATV models are sold for a combination of
utility and sportsman uses. 2/ ’ «

1/ Although not shown, 50 price comparisons were possible in the two-wheel drive
category between the domestic Kawasaki Bayou 300 models and the imported Honda,
Suzuki, and Yamaha ATVs most similar to the Polaris 2X4. Price comparisons
involving the Honda and Suzuki models were based on net prices, but price
comparisons with the Yamaha model were based on the adjusted invoice prices. Of
the 50 comparisons, 38 showed the reported Japanese models to be priced * * *
than the domestic Kawasaki models, with margins ranging from less than *** to **%*
percent. By comparison, net f.o.b. selling prices of the Polaris Trailboss 250
2X4 were * * * net prices of the U.S.-produced Kawasaki Bayou 300 models, by
margins ranging from *** to *** percent. Prices of the imported Kawasaki Bayou
185 series were * * * prices of the larger domestic Kawasaki Bayou 300

* % % with margins ranging from *** to *** percent.

2/ Based on net delivered prices reported by dealers in their purchaser
questionnaires, 14 quarterly price comparisons were possible between these two
Honda models and the Polaris 250 2X4 during January 1986-September 1988. Six of
these comparisons showed that the imported ATVs were priced * * * than the
domestic ATV, by margins ranging from *** to *** percent. In addition, net
delivered price comparisons were also possible between the Honda FourTrax 200 and
the Polaris Trailboss 250 2X4 during the same period. * * * quarterly price
comparisons involving the latter two ATV models showed that the smaller imported
ATV was priced * * * the domestic model, by margins ranging from *** to ***
percent., The majority of these price comparisons occurred in the five Southern
States and in Minnesota and Wisconsin.
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Table 22

Price comparisons: Net f.o.b selling prices of the U.S.-produced Polaris Trailboss 250 2X&
and Honda ATVs imported from Japan that were sold to dealers, and margins of under/(over)
selling, by quarters, October 1985-September 1988 1/

Polaris Honda Average margins Honda Average margins
Trailboss FourTrax of under/(over) FourTrax of under/(over)
Period 250 (2X4) 250 selling 2/ 300 selling 2/
————————— Per vehicle-——---——— Percent —---Per _vehicle---—-
Percent
1985:
Oct.-Dec.ceessns
1986:
Jan.-Mar....... * * * * * * *
Apr.-June......
July-Sept......
Oct.-Dec..vevess
1987:
Jan.-Mar.......
Apr.-June...... * * * * * * *
July-Sept......
Oct.-Dec.......
1988:
Jan.-Mar.......
Apr.-June...... * * * * * * *
July-Sept......

1/ Price comparisons in this table are based on net f.o.b. selling prices reported by U.S.
producers and importers of the subject ATVs. The domestic producers and importers were
requested to supply net selling price data for their largest selling model(s) that was
(were) most similar in product specifications to the Polaris Trailboss 250 2X4 ATVs,

2/ Figures in parentheses indicate that the price of the domestic product was less than the
price of the imported Japanese ATV.

3/ No units of the specific model were reported sold to dealers during this period.

Note: Honda reported that it has replaced the TRX 250 model with the TRX 300J model.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 23

Price comparisons: Net f.o.b selling prices of the U.S.-produced Polaris Trailboss 250 2X4
and Suzuki ATVs imported from Japan that were sold to dealers, and margins of under/(over)
selling, by quarters, October 1985-September 1988 1/

Polaris Suzuki Average margins Suzuki Average margins
Trailboss QuadRunner of under/(over) QuadRunner of under/(over)
Period 250 2X4 250E selling 2/ 300E selling 2/
————————— Per vehicle-~—---- Percent ----Per vehicle---- Percent
1985:
Oct.-Dec.......
1986:
Jan.-Mar....... * * * * * * *
Apr.-June...... ’ S
July-Sept......
Oct.-Dec.cevssns
1987:
Jan.-Mar....... * * * * * * *
Apr.-June...... ’
July-Sept......
Polaris Suzuki Average margins
Trailboss QuadRunner of under/(over)
250 2X4 F250 selling 2/
—————————————————————— Per vehicle-- — --— Percent
1987:
Oct.-Dec.......
1988:
Jan.,-Mar....... * * * * * * *
Apr.-June...... ' '

July-Sept......

1/ Price comparisons in this table are based on net f.o.b. selling prices reported by U.S.
producers and importers of the subject ATVs. The domestic producers and importers were
requested to supply net selling price data for their largest selling model(s) that was
(were) most similar in product specifications to the Polaris Trailboss 250 2X4.

2/ Figures in parentheses indicate that the price of the domestic product was less than the
price of the imported Japanese ATV.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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‘ Quarterly price comparisons between the Polaris 2X4 and the
imported Suzuki ATVs involved the following three Japanese ATV models:
the Suzuki QuadRunner 250E, the Suzuki QuadRunner 300E, and the Suzuki
QuadRunner F250 (table 23). * * *, For instance, Suzuk1 noted that its
reported models have four-stroke engines versus the two-stroke engine in
the Polaris model. The two engines are different in operating
characteristics, power, efficiency, weight, noise, and maintenance
requirements. The Suzuki ATVs have manual transmissions with several,
selectable gears (similar to motorcycles), whereas the Polaris ATV has an
automatic. variable-speed transmission (similar to snowmobiles). In
addition, Suzuki cited differences in styling, fit, and finish that
further differentiated its imported models from the Polaris model. 1/

* % *_  Based on Suzuki’'s sales brochures for these models, the
imported ATVs are sold primarily for utility uses. 2/

Quarterly price comparisons between the Polaris 2X4 and the imported
Yamaha ATV involved a single foreign model, the Yamaha MotoFour 225
(table 24). 3/ The Yamaha ATV is marketed primarily for utility uses.

X ok ok 4/

Price comparisons with the imported Kawasaki ATVs involved the
Kawasaki Bayou 185-A series, * * * (table 25). Kawasaki markets its
Bayou 185 models for light-utility, sportsman, and recreation uses. Its
engine is significantly smaller than the Polaris 250. * * %,k % % % 5/

1/ Yamaha has asserted similar differences between its reported models
and the Polaris ATVs. 4

. 2/ Based on net delivered prices reported by dealers in their purchaser
questionnaires, 34 quarterly price comparisons were possible between the
Suzuki 250E and 300E models and the Polaris 250 2X4 during January 1986-
September 1988. Twenty-two of these comparisons showed that the imported
ATVs were priced * * * than the domestic ATV, by margins ranging from ***
to *** percent. .

3/ Price comparisons with the Yamaha model were based on adjusted f.o. b
invoice selling prices of the Polaris and Yamaha models. These prices
net out any preparation and assembly allowances and freight absorption,
but do not take account of rebates, discounts, or holdbacks, free
flooring, cooperative advertising, and accessory giveaways. During 1985~
86, Yamaha offered * * *,

4/ Based on net delivered prices reported by dealers in their purchaser
questionnaires, net delivered price comparisons were also possible
between the Yamaha MotoFour 200 and the Polaris Trailboss 250 2X4 during
January 1986-September 1988. * * * quarterly price comparisons involving
the latter two ATV models showed that the imported ATV was priced * * *
than the domestic model, by margins ranging from *** to *** percent. The
majority of these price comparisons occurred in the five Southern States
and in Minnesota and Wisconsin.

5/ Net prices of the imported Kawasaki ATVs also accounted for any free
flooring, cooperative advertising, and accessory giveaways and, as a
result, tend to overstate somewhat the * * *,  These premiums offered by
Kawasaki were * * *,
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Table 24 )

Price comparisons: Net f.o.b. selling prices of the U.S.-produced Polaris
Trailboss 250 2X4 and Yamaha ATVs imported from Japan that were sold to
dealers, 1/ and margins of under/(over) selling, by quarters, October
1985-September 1988 2/ .

Polaris Yamaha - Average margins
Trailboss MotoFour of under/(over)
Period 250 2X4 225 .selling 3/
~—_Per vehicle-- ~--Percent--
1985
Oct.-Dec...ovun
1986
Jan.-Mar.......
Apr.-June...... * * * * * .k *
July-Sept......
Oct.-Dec.......
1987:
Jan.-Mar.......
Apr.-June......
July-Sept......
Oct.-Dec....... * * * * * * *
1988:
Jan.-Mar.......
Apr.-June......

July-Sept......

1/ Price comparisons are based on the invoice selling prices of the domestic
and imported Yamaha ATVs adjusted only for any preparation and assembly
allowances and freight absorption. Yamaha was not able to report prices net
of discounts and allowances.

2/ The domestic producers and importers were requested to supply net selling
price data for their largest selling model(s) that was (were) most similar in
product specifications to the Polaris Trailboss 250 2X4,

3/ Figures in parentheses indicate that the price of the domestic product was
less than the price of the imported Japanese ATV.

Source: Compiled from data submitted in response to questionnaires of the
U.S.International Trade Commission.
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Price comparisons: Net f.0.b selling prices of the U.S.-produced Polaris Trailboss 250
2X4 and Kawasaki ATVs imported from Japan that were sold to dealers, and margins of
under/(over) selling, by quarters, October 1985-September 1988 1/

Polaris Kawasaki -

‘ Trailboss Bayou
Period 250 2X4 185-A1

Average margins

of under/(over)

selling

1985:
Oct.-DeCevicess
1986:
Jan.-Mar....... * * *

Apr.-June......
July-Sept......
Oct.-DeC.....w.
1987:
Jan.-Mar...... . * * *
Apr.-June......
July~Sept......
Oct.-Dec..... .
1988:
Jan.-Mar.......
Apr.-June...... * * *
July-Sept......

Kawasaki Average margins
Bayou of under/(over)
185-A2 selling

Percent

----Per vehicle---- Percent
* *
* *
* *

See footnotes at the end of the table.
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Table 25--Continued , ‘

Price comparisons: Net f.o.b selling prices of the U.S.-produced Polaris Trailboss 250
2X4 and Kawasaki ATVs imported from Japan that were sold to dealers, and margins of
under/(over) selling, by quarters, October 1985-September 1988 1/

Polaris Kawasaki  Average margins Kawasaki Average margins
Trailboss Bayou of under/(over) Bayou of under/(over)
Period 250 2X4 185-A3 selling 185-A4  selling
——————— Per vehicle-~------ Percent ~----Per vehicle---- Percent
1985:
Oct.-Dec...vens
1986: :
Jan.-Mar....... * * * * * * *
Apr.-June......
July-Sept......
Oct.-Dec..cvve
1987:
Jan.-Mar.......
Apr.-June...... * * * * * * *
July-Sept......
Oct.-DeC.veeres
1988:
Jan.-Mar.......
Apr.-June...... * * * * * * *
July-Sept......

1/ Price comparisons in this table are based on net f.o.b. selling prices reported by
U.S. producers and importers of the subject ATVs. The domestic producers and importers
were requested to supply net selling price data for their largest selling model(s) that
was (were) most similar in product specifications to the Polaris Trailboss 250 2X4. The
net prices reported by Kawasaki also accounted for any free flooring, cooperative
advertising, and accessory giveaways.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Price comparisons with the Polaris Trailboss 250 (4X4),--Twenty-four
quarterly f.o.b. price comparisons were possible between the U.S.-produced
Polaris 4X4 ATV and ATVs imported from Japan, during October 1986-September 1988
(tables 26 and 27), * * *, Kawasaki reported in its questionnaire response that
* * ¥ Of the 24 quarterly price comparisons, 4 showed that prices of the
imported Japanese ATVs were * * * than the Polaris 250 4X4 ATV, ranging from
* ¥ ¥ Twenty price comparisons showed that prices of the imported Japanese ATVs
were * * * than prices of the Polaris model.

Quarterly price comparisons between the Polaris Trailboss 250 4X4 and the
imported Honda ATV involved only a single imported Japanese model, the Honda
FourTrax Foreman 4X4--TRX 350D (table 26)., * * *, 1/ Based on Honda’s sales
brochure, the FourTrax Foreman 4X4 is marketed primarily for heavy utility uses.

Quarterly price comparisons with the imported Suzuki ATV involved a single
imported Japanese model, the Suzuki QuadRunner LT-4WD 250 (table 26). Suzuki
reported in its questionnaire response that none of its ATVs compete directly
with the Polaris ATVs, 2/ but this model was the closest in product
characteristics to the Polaris model. Based on sales brochures, the QuadRunner
4WD is marketed primarily for utility uses. * * *, 3/ * % %,

.1/ Based on net delivered prices reported by dealers in their purchaser
questionnaires, 19 quarterly price comparisons were possible between the Honda
Foreman and the Polaris 250 4X4 during January 1986-September 1988. * * * of
these comparisons showed that the imported ATV was priced * * * than the domestic
ATV, by *** percent. In addition, net delivered price comparisons were also
possible between the Honda FourTrax 300 4X4 and the Polaris Trailboss 250 4X4
during the same period. Eleven of the possible 14 quarterly price comparisons
involving the latter two ATV models showed that the imported ATV was priced * * #*
than the domestic model, by margins ranging from *** to *** percent. The
majority of these price comparisons occurred in the five Southern States and in
Minnesota and Wisconsin.

2/ Alleged differences between the reported Suzuki model and the Polaris 4X4 are
the same as those cited in the discussion of price comparisons involving the
Polaris 2X4.

3/ Based on net delivered prices reported by dealers in their purchaser
questionnaires, 16 quarterly price comparisons were possible between these Suzuki
and Polaris ATV models during January 1986-September 1988. Twelve of the price
comparisons showed that the imported ATV was priced * * * than the domestic ATV,
by margins ranging from *** to *** percent.



 1988:

1986
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Table 26
Price comparisons: Net f.o.b selling prices of the U.S.-produced Polaris Trailboss 250 4X4

- and Honda and Suzuki ATVs imported from Japan that were sold to dealers, and margins of
iunder/(over) selling, by quarters, October 1986-September 1988 1/

Honda Suzuki
Polaris FourTrax Average margins QuadRunner Average margins
Trailboss Foreman 4X4 of under/(over) 4WD (LT- of under/(over)

3 Period =~~~ 250 4X4  (TRX 350D) selling 2/ ~ 4WD 250)  selling 2/

--------- Per vehicle-------- Percent ----Per vehicle---- Percent

Oct.~-Dec..v....

1987:

Jan.-Mar....... * * * * * .ok *
Apr.-June...... '

July-Sept......

Oct.-DeC.cvvv.s

Jan.-Mar....... * * * * * * *
Apr.-June......
July-Sept......

j 1/ Price comparisons in this table are based on net f.o.b. selling prices reported by U.S.
! producers and importers of the subject ATVs. The domestic producers and importers were
| requested to supply net selling price data for their largest selling model(s) that was

(were) most similar in product specifications to the Polaris Trailboss 250 4X4.
2/ Figures in parentheses indicate that the price of the domestic product was less than the
price of the imported Japanese ATV.

 Source: Compiled from data submitted in response to questionnaires of the U.S.
| International Trade Commission.
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Table 27 : S .

Price comparisons: F.o.b selling prices of the U.S.-produced Polaris Trailboss 250
4X4 and a -specified Yamaha ATV  imported from Japan that were sold to dealers, 1/ and
margins of: under/(over) selling, by quarters, October 1986- September 1988 2/

Polaris - Yamaha . o Average margins
_ Trailboss . . . .Big Bear of under/(over)
Period .. 250 4X4 .. (YFM 350FW) selling 3/
——————————————— § Per Vehicle-----=~--—-——-——=-——————— Percent
1986:
Oct.-DeCeveeran - ok * * * x . K *
1987:
Jan.-Mar.......
Apr.-June....
July-Sept...... * * * * * * *
Oct.-DeC.vevse.s
1988: _
Jan.-Mar........ . : .
Apr.-June...... * Sk N I S x ok *

July-Sept..,t..

1/ Price comparlsons are based on the invoice se111ng pr1ces of the domestlc and
imported Yamaha ATVs adjusted only for any preparation and assembly allovances and
freight absorptlon. .Yamaha was not able to report prices net of discounts and
allowances.

2/ The domestic producers and importers were requested to supply the selling price
data for their largest selling model(s) that was (were) most similar in product
specifications to the Polaris Trailboss 250 .4X4,

3/ Figures in parentheses indicate that the price of the domestic product was less
than the price of the imported Japanese ATV.

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

Quarterly price comparisons with the imported Yamaha ATV involved a single
imported Japanese model, the Yamaha Big Bear--YFM 350FW, which has a significantly
larger engine than the Polaris 250 4X4 (table 27). 1/ Based on sales brochures, the
Big Bear model is marketed for heavy-utility use. 2/ * * *,

1/ Price comparlsons between the Polaris 4X4 ATV and the Yamaha YFM 350FW ATV are
based on invoice selling prices.adjusted only for any preparatlon and assembly
allowances and any freight absorption. .

2/ The difference in product performance between the, four -stroke engine in the
Yamaha Big Bear model and the two-stroke engine in the Polaris 4X4 is similar to
that noted in price comparlsons 1nVOIV1ng the Polaris 2X4.



A-70

ati s

U.S. producers and importers reported in their questionnairé responses
that the domestic and imported ATVs are generally shipped by truck to their
U.S. customers, and freight costs average less than 5 percent of the f.o.b.
selling prices. Kawasaki characterized such costs as insignificaht. All
four major importers reported * * *, Polaris alleged * * *, 1/ Polaris
reported shipping * * *, A more complete discussion of the various
distribution systems is discussed earlier in this report in the section on
Channels of Distribution.

Kawasaki and Suzuki reported * * *;'Honda and Yamaha reported * * *,
Polaris also reported * * *, ' '

Polaris * * *, The importers, * * *,

Exchange rates

Quarterly data reported by the International Monetary Fund indicate
that the nominal value of the Japanese .yen increased relative to the U.S.
dollar by approximately 93 percent during January 1985-September 1988
(table 28)--the latest period for which data were available. An
approximately 15-percent deflation rate in Japan compared with about 4
percent inflation in the United States during this period, however,
resulted in less appreciation of the Japanese yen in real terms compared
with nominal terms. In real terms, the Japanese yen appreciated against
the U.S. dollar during January 1985-September 1988 by approximately 58
percent, or 35 percentage points less than the apprec1at1on in nominal
terms.

1/ Sixty-eight dealers responded to questions about transportation costs in
the purchaser questionnaire. These dealers were located in 10 States
ranging from California to Florida and Louisiana to Minnesota. Based on
their responses, dealers purchasing the Polaris ATVs paid freight costs
averaging about *** percent of the delivered price, whereas dealers
purchasing the imported Japanese ATVs or those produced in the United
States by Kawasaki had freight costs averaging about *** percent of the
delivered price. Although this freight difference results in large part
from the different distribution systems, most of the responding dealers
reported that transportation costs were not an important factor in their
sourcing decisions for ATVs, In addition, the dealers generally responded
that importers and U.S. producers did not absorb freight costs to the
dealers’ locations. :
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Table 28 v : .

U.S.-Japanése exchange rates: 1/ Indexes of the nominal and real exchange
rates betweén the U.S. dollar and the Japanese yen, and indexes of producer
pr1ces in the United States and Japan, 2/ by quarters, January 1985-
September 1988 .

Neminal- Real- Japanese u.s.

: exchange- exchange- . Producer Producer
Period rate index rate index 3/ Price index Price Index
1985: . . : :
January-March....... 100.0 100.0 100.0 - 100.0
April-June.......... 102.8 - 101.5 98.8 100.1
July—September...}.. 108.0 106.0 97.5 99.4
October-December. . 124, 4 117.8 94,7 100.0
1986: - :
January-March.......e 137.2 129.2 92.8 . 98.5
April-June.......... 151.5 140.1 89.4 96.6 -
July-September ...... 165.4 . 149.7 87.0 - 96.2
October- December.... 160.8 143.5 '86.1 : 96.5
1987: . . . o
January-March....... .168.2 147.4 85.6 97.7
April-June.......... 180.6 154.5 . 84.9 99.2
July-September.. 175.4 150.2 86.0 100.3
October—December '189,8 161.3 - “85.7 100.8
1988:' : , -
January-March....... 201.3 168.4 84.7 101.2
April-June. ceeess 205.1 : 168.1 co 84,40 - 103.0

July—September 4/... 193,2 158.0 © 85,2 - 104, 2

1/ Based on exchange rates expressed in U, S dollars per Japanese yen.

2/ The producer pr1ce indexes are aggregate measures of inflation at the
wholesale level in the United States and Japan. . Quarterly producer prices
in the Unlted States fluctuated but rose by 4.2 percent during January
1985- September 1988. Most of this increase occurred duting April-September
1988.  In contrast, producer prices in Japan fell by 14.8 percent during
January—September 1988,

3/ The real value of a currency is the nominal value adjusted for the
difference between inflation rates as measured by the producer price
indexes in the United States and Japan.

4/ Based on data only for July and August.

Source: International Monetary Fund, Internat1ona1 Financial Statistics,
October 1988 :

s

Note: January-March 1985=100.
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Lost sales

Final investigation.--During the final investigation, U.§. producers
of ATVs did not report any specific lost sales allegations regdrding
imports of the Japanese ATVs. Polaris did provide the names of 18 dealers,
in addition to those supplied in the preliminary investigation, who either
stopped selling the Polaris ATVs, or, as potential new dealers, refused to
carry the Polaris ATVs, The Commission staff was able to contact 16 of the
18 dealers cited; 1/ conversations with representatives of the companies
contacted are discussed below,

* *# ¥ has sold the Polaris ATVs since * * *; jt is the only brand of
ATV carried by the firm. According to * * * owner of the firm, * * * has
sold about *** Polaris ATVs during the last 2 years, but plans to drop its
ATV line shortly. * * * cited concerns about possible liability claims as
the major reason for deciding to discontinue sales of ATVs, despite feeling’
that the Polaris models are safer than the Japanese ATVs. 2/ * * * is
concerned that Polaris appears to be passing more respon51b111ty for rider
safety to the dealers. He stated his belief that Polaris convinced -the
CPSC to require ATV retailers to adhere to several new sales requirements. 3/
In addition to safety concerns, * * * stated that generally lower retail
prices of the Japanese ATVs compared with his prices of the Polaris models
also contributed to his decision to stop carrying ATVs. * * * assumed that
retailers of the Japanese ATVs paid less for their vehicles than he paid
for the Polaris models. Although he could not cite competing retail or
dealer purchase prices, * * * identified the Honda FourTrax 250 as: _
competing with the Polaris Trailboss 250 2X4 and the Honda FourTrax Foreman
4X4 as competing with the Polaris Trailboss 250 4X4.

* * % carried Polaris ATVs during * * * selling about *** units
during this period before dropping ATVs altogether at the end of * * *, 1In
* % % % % % began selling ATVs again, offering the Kawasaki utility
models. 4/ * * * cited two major reasons for dropping the Polaris AIVs.
First he felt the Polaris models did not hold up well to the terrain. -
According to * * * Polaris built its ATVs with snowmobile parts and
design, and although Polaris has improved its ATVs, it is still behind the
Japanese who have sold ATVs in the United States for more than 20 years.
Secondly, * * * was concerned about possible liability claims against his
firm because of accidents on the Polaris ATVs that resulted from what he

1/ Despite repeated telephone calls the Commission staff was unable to
contact representatives of the following two ATV dealers: * * *,

2/ * * * noted two major safety features of the Polaris models: A
footboard and an automatic transmission instead of a footpeg and clutch on
the Japanese models. The footboard protects the rider’s foot from
accidentally slipping under the wheel. The automatic transmission provides
smooth shifting between gears without causing the vehicle to rear
backwards, which tends to happen with the clutch mechanisms of the Japanese
models.

3/ * * * indicated that the retailer must display a 4 X 6 foot sign stating
several rider restrictions and potential dangers of ATVs, including a
statement citing the number of deaths attributed to riding ATVs during the
most recent 5 years. In addition, retailers are responsible for certifying
ATV buyers who have passed a rider safety course.

4f * x %
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felt was poor design of the vehicles. Commenting on the impact of the CPSC
rulings, * * * indicated that the unfavorable publicity accompanying the
CPSC decisions killed the sport segment of the U.S. ATV market.

* % * used to sell Polaris ATVs but dropped the product about 2 years
ago and has not sold any ATVs since then. A few months after the ATVs were
discontinued the dealership was sold, and the current owners were unable to
explain why the Polaris ATVs were discontinued. The new owners have not
been contacted by Polaris or any other supplier of ATVs.

* * * has sold Kawasaki motorcycles and ATVs for about the last 5
years, selling about *** ATVs in 1988. According to * * * owner of the
firm, Polaris approached him in * * * to carry the Polaris brand but he
refused, * * * indicated that he is a loyal Kawasaki dealer, and that in
1987 and 1988 the Kawasaki vehicles, which are made in the United States,
have become more price competitive vis-a-vis the imported Japanese brands.
He cited the rising value of the Japanese yen against the U.S. dollar as
the major reason for the more favorable relative prices. Commenting on the
CPSC rulings, * * * felt the adverse publicity has dampened demand for
ATVs,

* % ¥ gells Polaris and Artic .Cat snowmobiles and up to * * * sold
Polaris ATVs. The company sold about *** of the Polaris ATVs in 1986 but
has not carried ATVs since dropping the Polaris models * * *, According to
* * *  the company stopped carrying the Polaris ATVs primarily because
their floor space was too limited to justify the limited ATV sales volume.
In addition, * * * stated that the flooring costs were too high. * * *
also felt that sales of the Polaris models were hurt because the Japanese
were quicker than Polaris to move to four-wheel drive vehicles and because
safety concerns about three-wheel ATVs dampened demand for four-wheel ATVs.

* * * was requested by Polaris in * * * to carry its ATVs. * * * of
* % % gtated that his firm had already decided not to sell any ATVs because
of concern over safety of the vehicle and any liability claims that might
result. According to * * *, about a month prior to the Polaris inquiry a
boy in * * * was permanently paralyzed from an accident on a three-wheel
ATV, * * * felt that similar accidents could happen with four-wheel ATVs.
As a result, * * * gtated that he turned down Polaris because he considered
ATVs in general to be too much of a liability risk.

* * % dropped the Polaris ATVs in * * * because of numerous recalls,
including safety defects in the brakes and starting system. According to
% % * owner of the firm, he still sells Kawasaki and Suzuki ATVs, but sold
only *** in 1988 compared with about *** in 1985. In addition to ATVs,

* * % glso sells * * *, % % % indicated that he felt Polaris has worked
out the bugs in its ATVs and that, if the market improves, he would sell
the Polaris ATVs again. But he indicated that current demand for ATVs is
significantly below its levels of two and three years ago. He cited two
major reasons for the decline in demand; government regulations and unfair
publicity surrounding the Consumer Products Safety Commission ATV
proceedings. * * * stated that his margins on ATVs have fallen as his
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purchase prices have increased yet his sales prices have not kept pace in
the light of falling demand. 1/

* % * carried the Polaris ATVs for * * * before dropping the brand.
* * * owner of the firm, stated that the firm wanted to carry only the
Polaris snowmobiles but was required to take *** of their ATVs per year to
get the snowmobile franchise. * * * explained that Polaris provided 90-day
free flooring for the ATVs. Although they were able to sell *** of the
ATVs within this period, * * * indicated that the limited floor space and
the low sales volume did not justify the cost of the inventory financing
for ATVs after the first 90 days. As a result they stopped carrying
Polaris ATVs and were obligated to also give up the Polaris snowmobile
franchise. * * * stated that neither safety issues or pricing of the
Polaris and Japanese ATVs- affected their decision to drop the Polaris ATVs.
* % * glso commented that they carry the John Deere AMT 600--a six-wheel
utility vehicle with a hydraulic dump bed in the back. * * * indicated
that this latter vehicle, which can be used only for utility purposes, was
much different from ATVs that can also be used as speed machines.

* % *  carried Suzuki ATVs until * * * when they stopped selling ATVs
altogether. * * * salesman for the firm, could not recall being
approached by Polaris to carry its ATVs., * * * explained his firm stopped
selling ATVs because of low sales volume and because the firm’s employees
were primarily involved with selllng and servicing * * *, their major line
of trade.

* * ¥ g0ld both Polaris and Yamaha ATVs. * * * purchaser for the
firm, indicated that he dropped the Polaris ATVs * * * and the Yamaha ATVs
at * * ¥, % % % carried the Polaris ATVs for * * *, selling *** units,
before dropping the brand.. He cited poor styling and craftsmanship as
major reasons for doing so. 2/ * * * dropped the Yamaha ATVs, after
selling them since * * *, Although he sold about *** of the Japanese ATVs
in 1988, he felt there were. too many Yamaha ATV dealers in hlS area--he
cited Kkk dealers within a half-hour of his location.

. Even though * * * felt that the Polaris engine and transmission were
attractive features, he claimed that his. customers generally preferred the
Yamaha ATVs to the Polaris ATVs because of better styling and
craftsmanship. As an example, * * * indicated that his customers preferred
the Yamaha 225 to the Polaris 250 2X4, models he felt were comparable.

* % * jndicated that the Yamaha model retailed for about *** less than the
Polaris model, but this price difference did not appear to be a significant
factor, as his customers generally referred to more appealing styling and
better craftsmanship when choosing the Yamaha model.

* % *  carried both the Polaris and Kawasaki ATVs, as well as Polaris
snowmobiles and Kawasaki jet skis and motorcycles. * * * owner of the
firm, indicated that he purchased Polaris ATVs in * * * selling *** units

1/ * * * indicated that his .purchase prices of the Kawasaki and Suzuki ATVs have
increased for the last several model years, and that Honda has priced itself out of
the market with the highest ATV prices in 1989.

2/ According to * * *, poor craftsmanship of the Polaris ATVs included ill-fitting
fenders and misaligned bolt fittings.
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in 1987, dropped the brand * * *, but then * * *, % * * explained that he
:emporarily dropped the Polaris ATVs because the supplier was requiring

¢ * % take his yearly allocation of *** vehicles in a single shipment,
luring the winter of * * *, Polaris dropped the single-shipment
requirement the following year and * * * resumed his purchases of Polaris
\TVs in * * *#, % * % carrjed the three Kawasaki product lines since * * *,
selling * * * Kawasaki ATVs in 1987, but then dropped all of the Kawasaki
>roducts at-* * *, He cited three reasons for doing this. First, he felt
{awasaki was not keeplng pace with change in the ATV market in that it did
10t offer a four-wheel drive ATV; second, he lost money on the Kawasaki
notorcycles during 1986-87; and third, he found Kawasaki very arrogant to
Jeal with.  * * * felt that the Polaris and Kawasaki ATVs were relatively
similar and indicated that customers would switch back and forth between
the two brands. As an example of competing models * * * cited the Polaris
[railboss. 250 2X4 and the Kawasaki KLF 300, both of which carried about the
¥ * * on their 1987 models.

* % .*  s0ld Polaris ATVs during 1985-88, but the firm dropped the
orand at * * * because it could not get the Polaris snowmobile franchise.
k % * buyer for * * * indicated that in early 1989 the firm began
carrying Yamaha ATVs,_whlch he considered to be better in quality than the.
Polaris ATVs. As an example, * * * observed that his customers preferred
the Yamaha Big Bear 350FW to the comparably priced Polaris Trailboss 250
4X4 model, which he considered to be similar. * * * also felt the Yamaha
Yotofour 250 was. generally similar to the Polaris Trailboss 250 2X4,
although he noted that the engines and transmissions on the Japanese 2X4 \\_,/
and 4X4 models were different from those of the domestic models. 1/ He
pointed out, however, that Yamaha has introduced an ATV with an automatic
transmission in its 1989 model lineup. Finally, * * * commented that the
safety issue: has not hurt his sales of ATVs, which are made primarily to
nen aged 40-55 years old.

* K *, carrled Polaris ATVs in * * *, selling *** units in the latter
year, before dropping them at * * ¥, * % * owner of the firm, explained
that he dropped the Polaris ATVs because he could not compete against the
brand-name recognition of the long-established Japanese ATVs and because
his 1iability premiums had become too expensive. He noted that in 1986 his
insurance premiums on ATVs increased three times. 2/ * * * indicated that
he has not sold any other ATVs, but he continues to carry the Polaris
snowmobiles, which he started selling in * * *,

* % *  carried Polaris ATVs in * * * when it sold *** units, but has
sold the Polaris snowmobile since * * *, * * * has not sold any other ATVs
since * * *, According to * * * owner of the firm, low sales volume was
the major reason he dropped the Polaris ATVs. He attributed the low sales
volume to local restrictions that discouraged the recreational use of ATVs
in his area. * * * cited legislation that forbids the riding of ATVs on
public property within * * * city limits, and noted that the local farmers
generally do not allow ATV riders access to their land.

1/ The Yamaha models have.four- stroke engines and manual transmissions, whereas th
Polaris ATVs :have two-stroke engines and automatic transmissions.

2/ * * * felt that sales of both three- and four-wheel ATVs were hurt by the safet
concerns about three-wheel ATVs, and that this also made it difficult to sell the
Polaris ATVs,
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* * * has sold Polaris ATVs since * * * gelling *** of thé vehicles
in 1988. 1In addition, * * * has sold Suzuki ATVs since * * * anhd Yamaha
ATVs since * * *, selling about *** of the Japanese ATVs in 1988, * * *,
buyer for the firm, stated that his retail experience has led him to
conclude that the Japanese models generally perform better and 6ffer more
attractive styling, making it difficult to sell the Polaris ATVS, * * *
explained that, although the Polaris ATVs are well-engineered, they offer
only oné engine size and their appearance is, according to * * *, ugly,
which generally does not appeal to the 18-30 year old buyers.- He claims
that the Polaris two-stroke engine is very noisy (to get the necessary
power. you need to rev the engine to very high RPMs), a disadvantage to
farmers because the noise scares their cattle. On the other hand * * *
observed that, in the utility models, the Japanese ATVs offer. four-stroke
engines that are quieter and easier to maintain (need to add only gasoline
regularly and change oil infrequently like on their cars). * * * asserted
that as a retailer he sees inferior product performance and styling, rather
than any dumping, as the major reasons why Polaris has not been able to
sell more ATVs. 1/ * * * commented further that the Polaris Trailboss 250
4X4 was the domestic producer’s best ATV model and, although his customers
in the market for utility ATVs generally prefer the quieter, easier to
maintain four-stroke engine of the Japanese models, he suggested that the
following Japanese models are somewhat comparable to the Polaris model:
The Yamaha Big Bear 350FW and the Suzuki LT 4WD 250. According to * * *,
both wholesale and retail prices of the Polaris 4X4 were about *** less
than the Yamaha Big Bear and *** less than the Suzuki LT 4WD model. * * *

stated that despite these price differences he could sell the Polaris 4X4
* % %

* % % carried the Polaris ATVs in * * * when it sold about ***
units, and has not carried any ATVs since then. According to * * *,  buyer
for the firm, he dropped the Polaris brand because there was too little
 profit for the amount of after-sales service he encountered on such a low-
. volume item. He explained that his mechanics were too frequently tied up
with servicing the Polaris ATVs, which he felt were of poor quality. 2/ 1In
addition, * * * complained that the Polaris warranty was good for only 90
days and this was too short a period of time for defects to be discovered;
he noted that most of his farm equipment carries 2-year warranties. * * *
indicated that he paid for most of the post-warranty service because the
buyers of ATVs also purchased * * * from him and he did not want to
jeopardize this latter business because of dissatisfaction with an ATV.

Preliminary investigation.--During the preliminary investigation, U.S.
producers of ATVs did not report any specific lost sales allegations
regarding imports of the Japanese ATVs. Polaris, however, provided the
names of 16 dealers who either stopped selling the Polaris ATVs, or as
potential new dealers declined to carry the Polaris ATVs. The.Commission

1/ * * * gtated that the Polaris dumping complaint was unjustified and he has
recently considered dropping the Polaris ATVs as a result of this action by the
domestic producer.

2/ As an example of poor quality, * * * indicated that of the *** ATVs it sold in
1987 he had to replace cracked gas tanks on three or four of the units. He
maintained that poor craftsmanship, not abuse of the machines, led to the split gas
tanks.,
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staff was able to contact 11 of these dealers; conversations with
representatives of these companies are discussed below.

* ¥ % stopped selling the Polaris ATVs 'in * * * citing a sharp rise
in its liability insurance premiums for ATVs as the principal reason for
dropping the Polaris units., * * * 50ld no other ATVs, * * % | % % %
stated that low prices in the ATV market and the uncertalnty due to pendlng
Department of Justice/Consumer Product Safety Commission action concerning
safety issues have in general discouraged dealers from handling ATVs. 1/

He also felt that the combination of low retail prices and low
Polaris-dealer profit margins made it difficult for dealers to carry the
Polaris ATVs. * * * complained that Polaris has always offered its dealers
lower profit margins on its products, including ATVs and snowmobiles, than
its competitors offer. He claimed that Polaris offers a 19-percent margin
on dealer-direct ATV sales, but, according to * * * dealers selling the
Japanese ATVs can obtain 25-28 percent profit margins. 2/ * * * further
asserted that the lower margins on the Polaris ATVs prevailed despite an
historically higher suggested retail price for the Polaris ATVs compared
with the imported Japanese products.

* % % gtill sells the Polaris ATVs, but since * * * has ordered fewer
units than previously. * * * has not sold the imported ATVs. * * * of the
firm cited the following three factors that account for his declining

urchases of Polaris ATVs: 1low prices of the ‘Japanese ATVs, a génerally
declining market due to safety concerns, and retailer and consumer
uncertainty related to the pending Justice Department action.

* * *  s0ld only Polaris ATVs until * * * when * * * notified the
domestic producer that it would not be ordering any more units after * * *,
* * *x  purchaser of ATVs for the firm, stated that his firm would not be
selling any more ATVs because of concern about safety issues and,
therefore, potential 1liability problems. * * * indicated that his
customers purchased the Polaris ATVs mostly for recreation and reported
that they handled better than Japanese ATVs,

* * *  gstopped selling the Polaris ATVs in * * * because it did not
have sufficient customer interest in this product. * * * purchaser of the
product for * * * stated that his firm sold only two or three ATVs in
1987. * * * does not sell Japanese ATVs, but in November 1987 began.
selling a John Deere five-wheel vehicle designed for all-terrain use. _
* * * stated that he has sold two of these latter vehicles so far this year
and his customers appear more interested in this machine than the Polaris
ATV,

* * % sold the Polaris ATVs until * * * when it stopped carrying
ATVs. According to * * *, purchaser of ATVs for * * * his firm sold only
the Polaris ATVs, but has stopped selling any of these vehlcles because of
slow market demand. If his firm ever sells ATVs again, * * * indicated he

1/ * * * indicated that the sharp fall in demand for ATVs during the last

couple of years, which he felt was closely related to concerns about the -

inherent safety of the product was a major reason for low prices in the market,
2/ * * * also felt that Polaris antagonized many of its midwestern dealers

in 1986 when it switched from selling through distributors to selling

dealer direct, but did not increase dealer marglns
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would purchase the Honda or Suzuki ATVs, because he rates these as better
quality and more durable than the Polaris models. * * * complained that
the Polaris ATV was of poorer quality than the Japanese ATVs, yet generally
carried a higher retail price than the Japanese products.

* * % stopped selling the Polaris ATVs in * * * because of a slow
market, * * * carried only the Polaris ATVs, * * * purchaser for * * *,
estimated that his firm sold about *** Polaris ATVs in 1987, * * %
complained that in addition to a general decline in the market for ATVs,
the Japanese models were typically priced lower than the Polaris model. He
cited in particular the Honda FourTrax, which he stated was consistently
priced about $400 less than the Polaris 250 (4X4) in his market area during
1987, * * * viewed these two models as directly competitive with each
other, but indicated that his customers preferred the Polaris ATV because
they felt it handled better and was more comfortable to ride than the
Japanese model. * * * 'indicated that motorcycle dealers who carried the
Polaris ATVs and were located within 50 miles of his establishment were
selling more domestic ATVs than he could. * * *,

* % * approached Polaris in * * * gbout selling the domestic ATV in
their store. But after checking with three Polaris ATV dealers, * * *
decided not to buy the Polaris ATV. * * * purchaser for the firm, stated
that the three dealers told him they had trouble getting parts from Polaris
to service its ATVs. * * % gaid that he is now considering the Honda ATVs.
Currently * * * is not selling any imported ATVs, but sells * * * 1/

* * k% % ¥ felt this competed with the Polaris and Japanese 4X4 utility
ATVs. 1In his inquiries to Polaris and Honda, however, * * * gstated that he
is looking for a recreation/sport ATV.

* % %  go0ld about *** Polaris ATVs in 1986, but dropped the domestic
model at the end of 1986. * * * has sold Honda ATVs for about *** years
and * * * algso began carrying the Yamaha ATVs. * * *_ purchaser of ATVs
for * * * gstated that he replaced the Polaris ATVs with the Yamaha models
because of Yamaha’s wider range of products and better construction.

* % *_  He does not carry the Polaris snowmobile. * * * also indicated
that his customers prefer what they feel is the stronger construction of
the Honda and Yamaha ATVs compared with the Polaris ATVs.

* % *  sold about *** Polaris ATVs in 1987. Although it has carried
the Polaris ATVs since * * * * * % gtopped selling them in * * *,6 % % *
has not sold any other ATVs, but * * *, % * %  purchaser of ATVs for
* * % stated that the major reason he dropped the Polaris ATV line was his
concern that a customer might file a liability claim against his firm.
* % * also complained that he thought the Japanese were selling at lower
retail prices than Polaris, but he could not immediately cite specific
competing domestic and imported models or recall approximate price
differences. * * * acknowledged, however, that most purchasers would
probably still buy the Japanese ATVs even if they and the Polaris ATVs were
priced the same. * * * felt that ATV customers generally perceive the
Hondas to be better in quality than the Polaris models, largely because the
Japanese ATVs are advertised much more heavily than Polaris ATVs.

1/ According to * * *  several yeérs ago his firm sold a domestic ATV
called the Avenger, produced in Louisiana, but he no longer carries this model.
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* * * gsells both the Polaris ATVs and snowmobiles. * * * indicated
that he sold about *** Polaris ATVs in * * * % % * % % % jndicated that
the Polaris ATV has better safety and handling features than the Japanese
models. He cited the Polaris foot board and the automatic transmission
compared with the Japanese models that have foot pegs and manual
transmissions., * * * gtated that prices of the domestic and imported ATVs
were about the same in his market area. He also indicated that the safety
issues surrounding ATVs have not concerned him; his ATV customers are
generally 30-55 years old and are familiar with such machines as many also
ride snowmobiles without major problems.

* ¥ %  so0ld about * * * Polaris ATVs in 1987, but dropped the line in
January 1988. * * *_ purchaser for * * *, indicated that his firm carried
only the Polaris ATVs, but dropped them because of too few sales and the
uncertainty about the future of ATVs. * * * stated that in his market area
the Polaris ATVs retailed for $50-100 (3-5 percent) more than the Yamaha
YFM 225 or the Yamaha Big Bear sold for during 1987, but the Polaris models
were generally priced less than comparable Honda models. He indicated that
his information was based on conversations with * * * who sells the Honda
ATVs and * * * who sells the Yamaha ATVs. As a rider of both the Polaris
and Yamsha ATVs, * * * preferred the domestic model over the imported one.
He cited the suspension, tight turning radius, automatic transmission, and
foot boards of the Polaris model as more desirable features.

Despite repeated phone calls, the Commission staff was unable to
contact two firms cited by Polaris--* * * and * * *, In addition,
representatives from two other firms cited, * * *, and * * * were not
available., A fifth firm cited, * '* *, indicated that it has never
considered selling ATVs.

Price suppression/depression

During the final and preliminary investigations, U.S. producers did
not provide any specific allegations of price suppression or depression
resulting from competition with imports of the Japanese ATVs. Polaris
reported, however, that it has reduced prices and offered its dealers
number of rebates and retail incentives” to meet allegedly similar
practices of its competitors. A more complete discussion of these rebates
and retail incentives is found earlier in this report in the price section.

”
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Notices

Federal Register
Vol. 53, No. 178

Monday, September 12, 1988

. DEPARTMENT OF COMMERCE
International Trade Administration

" [A-588-801)

Preliminary Determination of Sales at
Less Than Fair Value: Certain All-
Terrain Vehicles From Japan

AGENCY: Import Administration,
International Trade Administration, -

. Commerce.

ACTION: Notice.

SUMMARY: We preliminarily determine .
that certain all-terrain vehicles (ATVs)
from Japan are being, or are likely to be,
sold in the United States at less than fair
value. We have notified the U.S.
International Trade Commission (ITC)
of our determination and have directed
the U.S. Customs Service to suspend
liquidation of all entries of certain ATVs
from japan as described in the
“Suspension of Liquidation” section of
this notice. If this investigation proceeds
normally, we will make a final
determination by November 21, 1988.

EFFECTIVE DATE: September 12, 1988.

FOR FURTHER INFORMATION:

Contact Michael Ready or Louis Apple.
Office of Investigations, Import
Administration, International Trade
Administration, U.S. Deparfment of
Commerce. 14th Street and Constitution
Avenue, NW., Washington, DC. 20230,
telephone: {202) 377-2613 or 377-1769.

SUPPLEMENTARY INFORMATION:
Preliminary Determination

We preliminarily determine that
certain ATVs from Japan are being, or .
are likely to be. sold in the United States
at less than fair value, as provided in
section 733 of the Tariff Act of 1930, as
amended (19 U.S.C. 1673b) (the Act).
The estimated weighted-average
margins are shown in the "Suspension
of Liquidation" section of this notice.

Case History

Since our notice of initiation (53 FR
7222, February 29, 1988), the following
events have occurred. On March 25, .
1988, the ITC determined that there is
reasonable indication that a U.S.
industry is materially injured by reason
of imports of certain ATVs (USITC
Publication 2073, March 1988).

On April 8, 1988, we presented
questionnaires to four Japanese
manufacturers and exporters of ATVs.
These companies account for 100
percent’of exports of the subject
merchandise {rom Japan to the United
States. On May 3, 1988, one of the
manufacturers, Kawasaki Heavy

. Industries, Lid. (Kawasaki), advised that

it would not be replying to the
questionnaire. The other three
manufacturers were given additional
time to reply to the questionnarie.

We received replies to the
questionnaire from Honda Motor Co.,
Ltd. (Honda), on May 2, May 9, and June
3, 1988. Replies were received from
Yamaha Motor Co., Ltd. (Yamaha) on
April 27, and May 24, 1988. Suzuki Motor
Co., Ltd. (Suzuki) submitted replies on
April 27 and June 8, 1988.

We sent deficiency letters to the three
responding manufacturers during the
period from May 11 to june 17, 1988.
Additional deficiency letters were sent
to respondents during July and August. -
Responses to all deficiency letters were
received by the Department prior to this
determination.

On June 22, 1988, and again on July 14,
1988, petitioner requested that the
preliminary determination be
postponed.

On June 29, 1988, in accordance with.
section 733(c){1)(A) of the Act, we
postponed the preliminary
determination to August 8, 1988 (53 FR
25360, July 8, 1983). On July 20, 1988, in
accordance with the above-referenced
section of the Act, we further postponed
the preliminary determination to
September 6. 1988 (53 FR 28031, July 28,
1988).

On July 14, 1988, petitioner requested
that the Department initiate a cost of
production investigation pursuant to
section 773(b) of the Act to determine
whether the three respondents were
selling their ATVs at prices below the
cost of production. On August 23, 1988,
after determining from available
information that there were reasonable
grounds to beliave or suspect that sales

of ATVs in Canada were being made at
less than their cost of production, we -
presented the three respondents with a
cost of production questionnaire.
Replies to this questionnaire will not be
received in time to be considered for
this preliminary determination. Analysis
of the replies may be taken into account
for the final determination.

Scope of Investigation

The products covered by this
investigation are certain all-terrain
vehicles (ATVs), provided for in item
692.1090 of the Tariff Schedules of the
United States Annotated (TSUSA) and
classifiable under subheading
8703.21.0000 of the Harmonxzed Tariff
Schedule.

Certain all-terrain vehicles (ATVs) are
motor vehicles designed for off-
pavement use by one operator and no
passengers and contain internal
combustion engines of less than 1000cc
cylinder capacity. The ATVs under
investigation are non-amphibious, have
three or four wheels and weight less
than 600 pounds. They have a seat
designed to be straddled by the operator
and handlebars for steering control.

Period of Investigation

The period of investigation is
September 1, 1987, through February 29, ©
1988.

Such or Similar Comparisons

For all respondent companies,
pursuant to section 771(16}{C) of the Act,
we established two categories of “such
or similar" merchandise: (1) Three-
wheel ATVs; and (2) four-wheel ATVs.
As noted below. none of the three
respondents had sufficient home market
sales in either such or similar category
to serve as the basis for calculating
foreign market value. We therefore
based foreign market value on sales to a
third country, Canada. The percentages
of each respondent’s total sales to the
United States that were used for such or
similar comparisons were: 71.2 percent
for Honda: 85.6 percent for Yamaha:
and, 92.7 percent for Suzuki. We have
not made cross-model comparisons of
ATVs for purposes of this preliminary
determination; instead, we have limited
our comparisons to those models sold in
both markets.



Federal Register / Vol. 53, No. 176 / Monday, September 12, 1988 / Notices

a-3

35221

Fair Value Comparisons -

To determine whether sales of ATVs
from Japan to the United States were
made at less than fair value, we
compared the United States price to the
foreign market value as specified below.
- -As noted above, one of the

manufacturers, Kawaskai. did not reply -

to the questionnaire. Therefore, we have
determined. consistent with the best
information available provisions of
section 776(c) of the Act. that it is
appropriate for this preliminary
determination to assign to Kawaskai the
higher of either: (1) The highest margin
indcated for Kawasaki in the petition;
or, (2) the highest weighted-average
margin found for any company that did
respond to the questionraire. Following
this approach, for this preliminary ’
determination, we have assigned -
Kawasaki the highest margin indicated
for Kawasaki in the petition.

United States Price

For all sales by Honda, Yamaha. and
Suzuki, we based United States price on
exporter's sales price (ESP). in

ccordance with section 772(c) of the

ct. because in each case the sale to the
first unrelated purchaser took place
after importation into the United States.
We calculated exporter's sales price
based on packed. {.0.b. seller's
warehouse prices to unrelated
purchasers in the United States. We
made deductions, where appropriate, for
brokerage and other export expenses in
Japan. inland freight in japan, ocean
freight, marine insurance, U.S. customs
duty and user’s fees, inland freight and
related expenses to seller's warehouse
in the United States, discounts, rebates,
assembly and inspection allowance,
credit expense, advertising expense,
warranty expense, and, pursuant to
section 772(e)(2) of the Act. indirect
expenses and inventory carrying
expenses incurred in both Japan and the
United States. An addition was made,
where applicable, for interest charged
the customer. o

Forcign Market Value

In order to determine whether there
were sufficient sales of ATVs in the
home (Japanese) market to serve as the
basis for calculating foreign market
value, we compared the volume of home
market sales within each such or similar
category to the volume of third country
sales within each respective such or
similar category. For each of the three
respondents, for both such or similar
categories, we found that home market
sales were insufficient to serve as the
basis for foreign market value. For each
respondent, we found that Canadas was

the appropriate third-country market to
serve as the basis for foreign market
value for both such or similar categories.
In accordance with section 773 of the
Act, for Honda, Yamaha. and Suzuki, we
calculated foreign market value based
on packed f.o.b. seller's warehouse or
delivered prices to unrelated purchasers
in Canada. We made deductions, where
appropriate, for brokerage and other
export expenses in Japan, inland freight
in Japan, ocean freight. marine
insurance, Canadian customs duty.
Canadian Federal Sales Tax, inland
freight and related expenses to seller’s
warehouse in Canada, discounts,
rebates, inland freight from seller’s
warehouse to customer, credit expenses,
warranty expenses, and advertising
expenses. We offset indirect selling
expenses incurred on Canadian sales up
to the amount of selling expenses
incurred on sales in the U.S., in
accordance with § 353.15(c) of our
regulations. An additon was made,
where applicable, for interest charged
the customer.
- In order to adjust for differences in
packing between the two markets, we
deducted Canadian packing costs from .
the foreign market value and added U.S.
packing costs.  °

We made adjustments, where
applicable, for differences in the
physical characteristics of the
merchandise in accordance with § 353.16
of the Regulations.

Currency Conversion

Since all U.S. sales were exporter’'s
sales price transactions, we used the .
official exchange rates in effect on the
date of sale. in accordance with section
773(a)(1) of the Act, as amended by
section 615 of the Trade and Tariff Act
of 1884. All currency conversions were
made at rates certified by the Federal
Reserve Bank of New York.

Verification

We will verify the information used in
making our final determination in
accordance with section 776(b) of the
Act. ’

Suspension of Liquidation

In accordance with section 733(d) of
the Act. we are directing the U.S.
Customs Service to suspend liquidation
of all entries of certain ATVs from
japan. as defined in the “Scope of
Investigation™ section of this natice, that
are entered or withdrawn from
warehouse. for coasumption, on or after
the date of publication of this notice in
the Federal Ragister. The U.S. Customs -
Service shall require a cash deposit or
posting of a bond equal to the estimated
amounts by which the foreign market

value of the ATVs from Japan exceeds
the United States price, as shown below.

"This suspension of liquidation will

remain in effect until further notice. The
weighted-average margins are as
follows:

Weighted-
avef:
Manutecturer/produce/ exporter Pt

percentage
Honda Motor Co., Ltd 5.1
Yamaha Motor Co., Lid 6.7
Suzuki Motor Co., Ltd ......... 4.01
Kawasski Heavy Industnes, Ltd... 35.43
All Others, 10.23
ITC Notification

In accordance with section 733(f) of
the Act, we have notified the ITC of our
determination. In addition, we are
making availabie to the ITC all
nonprivilege and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and business
proprietary information in our files,
provided the ITC confirms that it will
not disclose such information. either
publicly or under administrative
protective order, without the written
consgent of the Assistant Secretary for
Import Administration.

The ITC will determine whether these
imports are materially injuring. or
threaten material injury to. a U.S.
industry before the later of 120 days
after the date of this determination or 45
days after the final determination, if
affirmative.

Public Comment

In accordance with 19 CFR 353.47, if
requested, we will hold a public hearing
to afford interested parties an
opportunity to comment on this
preliminary determination at 8:30 a.m.
on October 24, 1988, at the U.S.
Department of Coramerce. Room 3708,
14th Street and Ccenstitution Avenue,
NW., Washington, DC 20230. )

Individuals who wish to participate in
the hearing must submit a request to the
‘Assistant Secretary for Import
Administration, Room B-099, at the
above address within ten days of the
publicatiorn of this notica. Requests
should contain: (1) The party’s name.
address, and telephone number; {2) the
number of participants: (3) the reasons
for attending: and (4) a list of the issues
to be discussed. i

In addition. pre-hearing briefs in at
least ten copies, both public and non-
public »ersions, must.be submitted lo
the Assistant Secretary by October 17.
1988. Gral presentations will be limited

s
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to issues raised in the briefs. All written
views should be filed in accordance
with 19 CFR 333.46. at the above
address, in at least ten copies, not less
than 30 days before the date of the final
determination, or, if a hearing is held,
within seven days after the hearmg
transcript is available.

This determination is published
pursuant to section 733(f) of the Act (19
U.S.C. 1673b{f)).

Jan W. Mares,

Assistant Secretary for Import
Administration.

September 2, 1988.

[FR Doc. 20826 Filed 9-9-88; 8:45 am)
BILLING CODE 3510-0S-M
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[A-588-801]

Postponement of Finak Antidumping
Duty Determination; Certairy Ali-Terrain
Vehicles:Erom Japamn:

AGENCY: Intemational Trade..
Administration:. Import Administration..
Commerce..

AcTion:Notice:

suMMARY: This: notice: infarms: the: public:
that we have receiver: requests- from:
respondents, Honda Motor Co...Ltdi,,
Yamaha Mator Co.. Ltd., and: Suzuki
Motor Co...Ltd:, ta postpoee the final
determination as:permitted by section.
735(a}(2){A) of. the Tariff Act of 1930:.as
amended (the Act). Based on these:
requests, we are. postponing,out final
determination.as:to whether sales.of
certain all-terrain vehicles from Japan
have:occurred. at lesaithan fair value
until not later-than January 25. 1989. We
are.alsa pastponing our public hearing

until December 14,,1988.

EFFECTIVE DATE: September 27, 1938.
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FOR FURTHER INFORMATION CONTACT:
Michael Ready or Louis Apple, Office of
Investigations, Import Administration, -
U.S. Department of Commerce, 14th
Street and Constitution Avenue NW.,
Washington, DC 20230, (202) 377-2613 or
(202} 377-1769.

. SUPPLEMENTARY INFORMATION: On

September 12, 1988, we published a
preliminary determination of sales at

- less than fair value of this merchandise
{53 FR 35220).

On September 8, September 9, and
September 12, 1988, respectively. Suzuki
Motor Co., Ltd.. Yamaha Motor Co., Ltd.,
and Honda Motor Co., Ltd., requested a
postponement of the final determination
until not later than the 135th day after
the publication of our preliminary
determination, pursuant to section
735({a){2)(A) of the Act If exporters who
account for a significant proportion of
exports of the subject merchandise
under investigation request a
postponement of the final determination
following a preliminary affirmative
determination, we are required, absent
compelling reasons to the contrary, to
grant the request. Accordingly, we are
postponing the date of the final
determination until not later than
January 25, 1989.

Pubhc Comment

In conjunction with this )
postponement, a public hearing to aﬂ’ord
interested parties an opportunity to -
comment on the preliminary. .
determination, in accordance with 19 ’
CFR 353.47, will now be held, if -
requested, at 10:00 a.m. on December 14,
1988, at the U.S. Department of
Commerce, Room 3708, 14th Street and
Constitution Avenue NW., Waslnngmn.
DC 20230.

Individuals who wish to parumpate in

the hearing must submit a request to the.’

Assistant Secretary for Import
Administration. Room B-039, at the
above address within ten days of the
publication of this notice. Requests
‘ should contain: (1) The party’'s name,
‘address, and telephone number; (2) the
number of participants; (3) the reasons
for attending: and (4] a list of the issues
to be discussed.
in addition, pre—heanng bnefs in at
least ten copies. both public and non-
public versions. must be submitted to
the Assistant Secretary by December 5,

1988. Oral presentations will be limited -

10 issues raised in the briefs. All written
views should be filed in accordance
with 19 CFR 353.46, at the above
address. in at least ten copies, not less
than 30 days before the date of the final
determination, or, if a hearing is held,

within seven days after the hearing
transcript is availabie.
The U.S. Intemnational Trade

_ Commission is being advised of this

postponement, in accordance with
section 735(d) of the Act. This notice is
published pursuant to section 735(d) of
the Act.

Jan. W. Mares,

Assistant Secretary for lmporl
Administration.

September 21, 1968,
[FR Doc. 88-22099 Filed 9—25-88. 8:45 am}
BILLING CODE 3510-D5-a
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INTERNATIONAL TRADE
"COMMISSION

[Investigation No. 731-TA-~388 (Finat)]

Certain All-Terrain Vehicles from
Japan

AGENCY: International Trade
Commission.

ACTION: Institution of a final
antidumping investigation and
scheduling of a hearing to be held in
connection with the investigation.

SummaRy: The Commission hereby gives
notice of the institution of final
antidumping investigation No. 731-TA-
388 (Final) under section 735(b) of the
Tariff Act of 1930 (19 U.S.C. 1673d(b}))

* (the act) to determine whether an
industry in the United States is
materially injured, or is threatened with
material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
imports from Japan of certain all-terrain
vehicles (ATVs),! provided for in item
692.10 of the Tariff Schedules of the
United States (TSUS), that have been
found by the Department of Commerce,
in a preliminary determination, to be
sold in the United States at less than fair
value (LTFV). Commerce has extended
the investigation and will make its final
determination on or before January 25,
1988, sand the Commission will make its
final injury determination by March 10,

! The products covered by this investigation are
certain ATVs, currently reported under item
692.1090 of the Tariff Schedules of the United States

.Annotated (TSUSA) and classifiable in subheading
8703.21.0000 of the Harmonized Tariff Schedule of
the United States. Certain ATVs are motor vehicles
designed for off-pavement use by one operator and
no passengers and contain internal combustion
engines of iess than 1000cc cylinder capscity. The
ATVa under :nvestigation are non-amphibious, have
three or four wheels, and waeigh less than 800
goundl. They have a set designed to be straddled

y the operutor and handlebars for steering control.

1989 (see sections 735(a) and 735(b) of
the act (19 U.S.C. 1673d(a)} and
1673d(b))).

For further information concerning the
conduct of this investigation, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, part
207, subparts A and C (19 CFR part 207
as amended, 53 FR 33041 et seq. (August
29, 1988)), and part 201, subparts A
through E (19 CFR part 201).

EFFECTIVE DATE: September 12, 1988.

FOR FURTHER INFORMATION CONTACT:
Judith C. Zeck (202-252~1199), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20435. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission's TDD terminal on 202-252-
1810. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.

SUPPLEMENTARY INFORMATION:
Background

This investigation is being instituted

. as a result of an affirmative preliminary
determination by the Department of
Commerce that imports of certain all-
terrain vehicles are being, or are likely
to be, sold in the United States at less
than fair value within the meaning of
section 731 of the act (19 U.S.C. 1673).
The investigation was requested in a
petition filed on February 9, 1988, by
Polaris Industries L.P., Minneapolis MN.
In respone to that petition the
Commission conducted a preliminary
antidumping investigation and, on the

. basis of information developed during
the course of that investigation,
determined that there was a reasonable
indication that an industry in the United
States was materially injured by reason
of imports of the subject merchandise
(53 FR 11351, April 6, 1988).

Parﬁcipation. in the Investigation

Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
§ 201.11 of the Commission’s rules (19
CFR 201.11), not later than twenty-one
(21) days after the publication of this
notice in the Federal Register. Any entry
of appearance filed after this date will

“be referred to the Chairman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.
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Service Lisi

Pursuant to § 201.11(d) of the
Commission's rules (19 CFR 201.11(d)).
the Secretary will prepare a service list
ccnlaining the names and addresses of
all persons, or their representatives,
who are parties to this investigation
upon the expiration of the period ior
filing entries of appearance. In
accordance with §§ 201.16(c) and 207.3
of the rules (19 CFR 201.16(c) and 207.3),
as amended, 53 FR 33041 et seq. (August
29, 1988) each document filed by a party
to the investigation must be served on
all other parties to the investigation (as
identified by the service list), and a .
certificate of service must accompany
the document. The Secretary will not
accept a document for filing without a
certificate of service.

Limited Disclosure of Business

Proprietary Information Under a
Protective Order

Pursuant to § 207.7(a) of the
Commission's rules (19 CFR § 207.7(a),
as amended, 53 FR 33041 et seq. (August
29, 1988)), the Secretary will make
available business proprietary
information gathered in this final -
investigation to authorized applicants
under a protective order, provided that
the application be made not later than
twenty-one (21) days after the
publication of this notice in the Federal
Register. A separate service list will be
maintained by the Secretary for those
parties authorized to receive business
proprietary information under a
protective order. The Secretary will not
accept any submission by parties
containing business.proprietary
information without a certificate of
service indicating that it has been filed
with all the parties that are authorized
to receive such information under a
prciective order.

Staff Report

The prehearing staff report in this
investigation will be placed in the
nonpublic record on January 13, 1989,
and a public version will be issued
thereafter pursuant to § 207.21 of the
Commission's rules (19 CFR 207.21).

Hearing

.The Commission will hold a hearing in
connection with this investigation
beginning at 9:30 a.m. on January 27,
1989, at the U.S. International Trade
Commission Building, 500 E Street SW..
Washington. DC. Requests to appear at
the hearing should be filed in writing .
with the Secretary to the Commission
not later than the close of business (5:15
p.m.} on January 18, 1989. All persons
desiring to eppear at the hearing and

make oral presentations shouid file
prehearing briefs and attend a
prehearing conference to be held at 9:30
a.m. on January 24, 1988, at the U.S.
International Trade Commission
Building. The deadline for filing
prehearing briefs is January 24, 1989.
Testimony at the public hearing is
governed by § 207.23 of the )
Commission's rules (19 CFR 207.23). This

" rule requires that testimony be limited to

a non-business-proprietary summary
and analysis of material contained in
prehearing briefs and to information not
available at the time the prehearing
brief was submitted. Any written
materials submitted at the hearing must
be filed in accordance with the
procedures described below and any
business proprietary materials must be
submitted at least three (3) working
days prior to the hearing (see

§ 201.8(b)(2) of the Commission’s rules
(19 CFR 201.6(b)(2))). -

Weritten submissions

All legal arguments, economic
analyses, and factual materials relevant
to the public hearing should be included
in prehearing briefs in accordance with
§ 207.22 of the Commission's rules (19
CFR 207.22). Posthearing briefs must
conform with the provisions of section
207.24 (19 CFR 207.24) and must be
submitted not later than the close of
business on February 2, 1989. In
addition, any person who has not
entered an appearance as a party to the

-investigation may submit a written

statement of information pertinent to the
subject of the investigation on or before
February 2, 1989:

A signed original and fourteen (14)
copies of each submission must be filed

“with the Secretary to the Commission in

accordance with § 201.8 of the

.Commission's rules (19 CFR 201.8). All

written submissions except for business
proprietary data will be available for
public inspection during regular
business hours (8:45 a.m. to 5:15 p.m.} in
the Office of the Secretary to the
Commission.

Any information for which business
proprietary treatment is desired must be
submitted separately. The envelope and
all pages of such submissions must be
clearly labeled “Business Proprietary
Information.” Business proprietary
submissions and requests for business
proprietary treatment must conform
with the requirements of §§ 201.6 and
207.7 of the Commission's rules (19 CFR
201.6 and 207.7).

Parties which obtain disclosure of
business proprietary information
pursuant to § 207.7(a) of the
Commission’s rules (19 CFR 207.7(s) as
amended. 53 FR 33041 ef seq. (August 29,

1988}) may comment on such
information in their prehearing and
pesthearirig briefs, and may also file
additional written comments on such
information no later than February 7,
1669. Such additional comments rmust be
limited to comments on business
proprietary information received in or
after the posthearing briefs.

Authority: This investigation is being
conducted under authority of the Tariff Act of
1930, Title VIL. This notice is published
pursuant to § 207.20 of the Commission’s
rules (19 CFR 207.20).

By order of the Commission.

Kenneth R. Mason.
Secretary. )

Issued: October 21, 1988.

[FR Doc. 88-24782 Filed 10-25-88: 8:45 am]
BILLING CODE 7020-02-M
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Buxldmg 500 E S!ree! Sw., Washmgton
DC., and the prehearing briefs are now
due on January 23, 1989.

For further information concerning
this investigation see the Commission’s
notice of investigation cited above the
Commission's Rules of Practice and
Procedure. Part 207, Subparts A and C
(19 CFR Part-207). and Part 201, Subparts
‘A through E (19 CFR Part 201.

' ' . Autbority: This investigation is being
2 . ' " conducted under authorit_v of the Tariff Acf of
1930. title VII. This notice is published
pursuant to § 207.20 of the Commxsslon s
rules (19 CFR 207.20). -

By order of the Commission.

Issued: December 12. 1588.

Kenneth R. Mason, -
Secretary.

 [FR Doc, 8329292 Filed 12-20-88; 8:45 am}
" BILLING CODE 7020-02-M

-

INTERNATIONAL TRADE
COMMMISSION

[investigation No. 731-TA-388 (Final))
. Alt-Terrain Yehicles From Japan

AGENCY: United States International
Trade Commission.
AcTion: Change of the heanng date and

of the date prehearing briefs are due in
the subject investigation.

EFFECTIVE DATE: December 1, 1988.

FOR FURTHER INFORMATION CONTACT:
Judith C. Zeck (202-252-1999). Office of
Investigations, U.S. Intemational Trade
Commission, 500 E Street SW.,
Washington, DC 20438. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contracting the
Commission’s TDD terminal on 202-252—-
1810. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.
SUPPLEMENTARY INFORMATION: On
October 26. 1988, the commission
instituted the subject investigation and

. established-a schedule for its conduct-
(53 FR 43275, October 26, 1988). On
December 1. 1988, the Commission voted
to change the date of the hearing. The
hearing is now scheduled for January 26.
1989, beginning at 9:30 a.m., at the U.S.
International Trade Commission
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DEPARTMENT OF COMMERCE
international Trade Administration
[A-588-801)

Final Determination of Sales at Less
than Fair Value: Certain All-Temln
Vehicles From Japan .

ACTION: Notice.

SUMMARY: We determine that certain
all-terrain vehicles (ATVs) from Japan
are being, or are likely to be, sold in the
United States at less than fair value. We
have notified the U.S. International
Trade Commission (ITC) of our
determination and have directed the
U.S. Customs Service to continue to
suspend liquidation of all entries of
certain ATVs from Japan as described in
the “Suspension of Liquidation" section
of this notice. The ITC will determine,
within 45 days of the date of publication
of this notice, whether these imports are
materially injuring, or threaten material
injury to, a U.S. industry.

EFFECTIVE DATE: January 31, 1989.

FOR FURTHER INFORMATION:

Contact Michael Ready or Louis Apple,
Office of Investigations, Import
Administration. International Trade
Administration, U.S. Department of

Commerce, 14th Street and Constitution -

Avenue, NW., Washington, DC 20230,
telephone: (202} 377-2613 or 377-1768.
SUPPLEMENTARY INFORMATION:

Final Determination

We determine that certain ATVs from
Japan are being, or are likely.to be, sold
in the United States at less than fair
value, as provided in section 735{a) of
the Tariff Act of 1930, as amended (19
U.S.C. 1873d(a)) (the Act). The weighted-
average dumping margin for each
company is shown in the “Suspension of
Liquidation™ section of this notice.

Case History

Since our preliminary determination
(53 FR 35220, September 12, 1988), the
following events have occurred.

On September 8. 8 and 12, Honda’

Motor Co.. Ltd. (Henda), Yamaha Motor
Co.. Ltd. (Yamaha), and Suzuki Motor

- Co., Ltd. {Suzuki) requested a

postponement of the final determination
until not later than 135 days after the
date of publication of the preliminary
determination pursuant to section
735(a)(2)(A) of the Act. On September
21, 1988, we issued a notice postponing
the final determination until January 25,
1989 (53 FR 37618, September 27, 1988).
During the month of September, 1988,

- Honda. Yamaha and Suzuki replied to -

our cost of production questionnaire.

- Verification of both the sales and cost of -

production questionnaire responses was
conducted in Japan, the United States,

and Canada during the period between -
. later September and early November,

1988.-

A public hearing was held on
December 14, 1988. Petitioner and
respondents filed pre-hearing briefs on
December 8, 1988, and post-hearing
briefs were filed on December 21, 1988.

Scope of Investigation

The products covered by this
investigation are certain all-terrain
vehicles, assembled or unassembled,
provided for in item 692.1090 of the
Tariff Schedules of the United States
Annotated {TSUSA) and classifiable
under sub-heading 8703.21.0000 of the
Harmonized Tariff Schedule.

Certain all-terrain vehicles are motor
vehicles designed for off-pavement use -
by one operator and no passengers and
contain internal combustion engines of .
less than 1000cc cylinder capacity. The
ATVs under investigation are non-
amphibious, have three or four wheels,
and weigh less than 600 pounds. They
have a seat designed to be straddled by
the operator and handlebars for steermg
control. .

Period of lnvestiga!ion B

The period of investigation is

September 1. 1987, through February 29,
1988.

Such or Similar Comparisons

Pursuant to section 771(16)(C) of the
Act, we established two categories of
“such or similar” merchandise for all
respondent companies: 1) Three-wheel
ATVs: and 2) four-wheel ATVs. As

noted below. Honda. Suzuki and
Yamaha all lacked sufficient home
market sales in either such or similar
category to serve as the basis for
calculating foreign market value.
Therefore, for purposes of the

preliminary determination, we based
foreign market value on sales to a third
country, Canada. For all three
companies, sales to Canada reflect the
largest sales volume of any country
outside the home market or the United
States.

The percentages of each respondent's
total sales to the United States that were
used for such or similar comparisons
were: 61.0 percent for Honda, 79.8
percent for Yamaha: and. 92.6 percent
for Suzuki.

Fair Value Comparisons

In order to determine whether sales of
ATVs from Japan to the United States
were made at less than fair value, we
compared the United States price to the
foreign market value as specified below.
As noted in our preliminary
determination, one of the manufacturers.
Kawasaki Heavy Industries, Ltd.
(Kawasaki), did not reply to the

~ questionnaire. Therefore. we have

determined, consistent with the best
information available provisions of
section 778(c) of the Act, that itis
appropriate for the purposes of this
determination to assign to Kawasaki the

- higher of either: (1) The highest margin

indicated for Kawasaki in the petition;
or. (2) the hightest weighted-average
margin found for any company that did
respond to the questionnaire. Following
this approach for this determination, we
have assigned Kawasaki the highest

. margin indicated for Kawasakn in the
petition.

Another manufacturer, Honda,

‘refused to reply to our cost of

production questionnaire as it related to
ATV meodels produced prior to the 1987
model year. As we determined for

* Kawasaki., we determined for Honda

that it is appropriate to assign it the
higher of: The highest weighted-average
margin found for any responding firm, or
the highest margin indicated in the

‘petitior for the non-responding firm.

Following this approach, we have

- assigned to Honda's sales of pre-1987

models the highest margin indicated for
‘Honda in the petition.

United States Price

For all sales by Honda, Yamaha. and
Suzuki, we based United States price on
exporter's sales price (ESP). in
accordance with section 772(c) of the
Act, because in each case the sale to the
first unrelated purchaser took place
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after importation into the United States. -

We calculated ESP based on packed,
f.0.b. seller’s warehouse prices to -
unrelated purchasers in the United
States. We made deductions; where
appropriate, for brokerage and other
export expenses in Japan, inland freight
in Japan, ocean freight, marine -
insurance, U:S. customs duty and user's

fees. inland freight:and related expenses.

associated with moving the ATVs to the
seller's warehouse in the United States,
discounts, rebates, assembly and
inspection allowances, credit expenses,
advertising expenses, warranty
expenses, and, pursuaht_to section
772(e)(2) of the Act, indirect expenses,
including inventory carrying expenses
incurred in both Japan and the United
States.

Foreign Market Value

In order to determine whether there
were sufficient sales of ATVsin the -
home (Japanese) market to serve as'the
basis for calculating foreign market
value, we compared the volume of home

'market sales within each such or similar’

category to the total volume of third
country sales within each respective
such or similar category. For each of the
three fespondents, for both such or
similar categories, we found that home -
market sales were insufficient to serve
as the basis for foreign market value.

- Not having ahy grounds to believe or
suspect that respondents third country
sales were below cost of production
within the meaning of section 773(b) of
the Act, we found that Canada was the
appropriate third country market to
serve as the basis for foreign market
value for both such or similar categories
in our preliminary determination.

On ]uly 14, 1988 petitioner alleged
that Cahadian sales for ail respondents
were at prices below the cost of
producing the merchandise. Having
determined that these allegations were
sufficiently documented, the Department
initiated a cost investigation for Honda,
Suzuki and Yamaha. We examined
production cost data submitted by the
respondents, including costs for
materials, fabrication and general
expenses. The cost of production {(COP)
calculation for each respondent was
adjusted for those costs which were not
appropriately quantified or valued in the
response (see adjustments below).

In addition, an amount representing
inventory carrying costs for 1987, was
included in general expenses for all
ATV models produced in that year and
sold by the respondents during the
period of investigation. The amount was
determined as an estimate of the
interest expense incurred in holding
1987 ATV models in inventory for an

add.txonal year (i.e.; for both 1987 and
1988). The estimate was based on the
same methodology we used for °
calculating actual inventory carrying
costs in 1988. It was calculated by
multiplying the cost 6f carrying in
inventory each 1987 ATV by an estlmate
of the 1987 interna! borrowing raté for
each of the three respondents. The

.amount calculated was then included in
-the cost calculation along with the’

actual interest expense reported as
incurred by each respondent durmg
1988.

The following adjustments were made
to the cost data submitted by each .
responent:

A. Honda _

(1) General and administrative (G&A)
expenses, including research and
development (R&D) expenses and
interest-expenses, were reallocated .
using the cost of sales percentage (as
reported in the Ministry of Finance
Report) and the cost of manufacturing
for each model)

(2) Reported interest income was
excluded from the calculation of net
interest expense due to the lack of .
documentation supporting the
company's assertion that interest .
income was related to working capital
and ATV operations.

(3) Foreign exchange gains reported as -
- acredit against selling, general and .
. administrative (S, G&A) expenses were
. excluded from the COP and constructed

value (CV) calculations since it could
not be demonstrated that such gains
were related to working capital and :
ATV production.

(4) An adjustment was made to COP/
CV to reflect the write-off of certain
obsolete ATVs held in inventory.

{5) A portion of R&D expenses
included in the cost of manufacturing
was reallocated to G&A expenses. The
portion reallocated represented R&D of
a more general nature and was not
considered to be a product-specific cost.

(6] An ad)ustment was made to the
cost of materials in the COP/CV
calculation to reflect more fairly the
market value of items received from
related parties.

(7) Movement expenses, such as .
ocean freight and maritime insurance,
were excluded from the COP/CV
calculations.

B. Suzuki

(1} Adjustments to cost variances for
all 1967 Canadian models were
submitted by Suzuki at verification. .
These adjustments were accepted since
they were both verifiable and .
represented only slight differences from

the variances submhted in the
company’s response.

{2) Total R&D expense was
recalculated to include not only product
specific R&D, but also an allocated
portion of other, more general types of
R&D expenses.

(3) G&A was adjusted to include legal

- fees incurred in the dispute over new

U.S. ATV safety regulations.

" (4) The respondent’s adjustment
eliminating profit on parts received from
related suppliers was not accepted since
it was not based on the actual profit
realized on such transactions. Instead,
no adjustment was allowed for profit on
parts received from related suppliers.

(5) Interest expense percentage was
calculated using consolidated interest
expense and cost of goods sold from the
Ministry of Finance Report.

. (6) Reported interest income was
excluded from the calculation of net
interest expense-due to the lack of
documentation supporting the
company's assertion that interest
.income was related to working capital
and ATV operations. :

(7) The G&A percentage was
calculated using the ratio of total G&A
expenses to total sales revenues rather
than the ratio of total G&A to total
export sales.

C. Yamaha

(1) Certain items included in G&A
expenses, such as realized dividend
income and gain on sales of marketable
securities, were disallowed for the COP
calculation as they were unrelated to
the ATV manufacturing process.

(2) A portion of rental income was
disallowed. The amount of rental
income included in the COP calculation
was that portion which related directly
to rental expense as reported in the
records of Shinba, a related company.

(3) Certain income items included in
“other income” were disallowed for the
COP calculation because they
represented reimbursements for prior
period expenses.

(4) Actual costs, rather than standard
costs, were used for components’
transferred between related companies.

We compared the Canadian sales
prices, net of all applicable movement
expenses, Canadian duty, Canadian
sales tax, discounts and rebates, to the
cost.of production. For Suzuki and
Yamaha, we found sufficient Canadian
sales zbove the cost of production to
allow us {o use these prices for foreign
market value in accordance with section
773(a){1)(A) of the Act. Therefore, we
calculated foreign market value based
on packed f.o.b. seller's warehouse or
delivered prices to unrelated purchasers



- 4866

a-12

Federal Register / Vol. 54, No. 19 / Tuesday, January 31, 1989’/__N}E;Aticcls -

| in Canada. We made deductions. where

appropriate, for brokerage and other
export expenses in Japan, inland freight
in Japan. ocean freight. marine
insurance, Cenadian customs duty.
Canadian Federal Sales Tax, inland
freight and related expenses associated
with moving the ATVs to the seller's
warehouse in Canada, discounts,
rebates, inland freight from seller's
warehouse to customer, credit expenses,
warranty expenses, and advertising
expenses. We offset indirect selling
expenses incurred on Canadian sales up
to the amount of selling expenses

. incurred on sales in the U.S. in

accordance with § 353.15(c) of our
regulations.

In order to adjust for diiferences in
packing between the two markets, we
deducted Canzadian packing costs from
the foreign market value and added U.S.
packing costs.

We made adjustments, where
aprlicable, for differences in the
physical characteristics of the
merchandise in accordance with
§ 353.16 of the Regulations.

In the case of Honda's Canadian
sales. we found an insufficient number
above its cost of production. Therefore,
foreign market value was based upon
constructed value in accordance with
section 773(e) of the Act. When
calculating constructed value, the
respondent’s submission was used,
except when reported costs were not
apprepriately quantified or valued. With
the exception of certain Canadian
selling expenses (such as warranty

|, expenses), cost of materials, fabrication .

and general expenses were based upon
production costs for U.S. sales.

In computing general expenses for
constructed value, we added amounts
for Canadian warranty expense,
advertising, post-sale credit expenses
and inventory carrying expenses
associated with Canadian sales.
Deductions were made for interest
charged Canadian customers and. in
order to avoid double counting, for the
portion of estimated interest expense
allocated to accounts receivable and
inventory. With the exception of this
latter deduction, all additions and
deductions were calculated by model
using a weighted-average methodology.

Since the calculated amount for
general expenses was greater than the
statutory minimum of ten percent of the
cost of materials and fabrication as
specified in section 773(e){1)(B) of the
Act, we used the calculated amount.
Additionally, the amount of reported
profit was less than eight percent of the
sum of the cost of materials. fabrication
and general expenses specified in
section 773(e)(1}(B). We therefore. used

the statutory minimum of eight percent.
Finally, we added U.S. packing costs to
arrive at the total constructed value for
the product under investigation. We
made appropriate deductions from the
constructed value for credit expenses.
warranties and advertising, in
accordance with 19 CFR 353.15(a). In
relevant circumstances, we added
interest charged to customers to the
constructed value. We also made un
adjustment to constructed value for
inditect selling expenses, in accordance
with 19 CFR 353.15(c).

Currency Conoversion

Since all U.S. sales were exporter's
sales price transacitons, we used the
official exchange rates in effect on the
date of sale, in accordance with section
773(d)(1) of the Act, as amended by
section 615 of the Trade and Tariff Act
of 1984. All currency conversions were
made at rates certified by the Federal
Reserve Bank of New York.

Verification

We verified the information used in .
making our final determination in |
accordance with section 776(b) of the

~Act. We used standard verification

pracedures including examination of
relevant accounting records and original
documents of the respondents.

Interested Party Comments
Honda
Comment 1

Petitioner argues that Honda's
writedown of ATV inventory should be
included as an expense in the COP/CV.
The respondent advocates allocating
only a portion of this total write-off on
the basis of additional information

- submitted subsequent to the cost

verification.
DOC Position

The Department agrees in principle
that the value of obsolete inventory
written off represents one of the costs
incurred in producing ATVs. As such, it
should be allocated over the pericd

- during which obsolescence is assumed

to have occurred. An adjustment was
made to allocate the cost of ATV
inventory write-offs to the period's ATV
production. Information submitted
subsequent to verification was not
considered in such calculations.

Comment 2

The respondent states that the
reported cost of materials and
components purchased from affiliated
companies in which Honda has a 549%
ownership interest should be accepted

althouzh the “market value” of these
components was not fully supported.
Respondent further states that it
provided all documentation which was
reasonably.available. Respondent
argues that these components were
specifically designed for Honda
products and, therefore, there are no
market prices for identical merchandise.
The respondent states that Honda's
minority intérest in these suppliers does
not affect the price of purchased
components and, in fact, the prices
reflect an “arms length” transaction.
The petitioner argues that since

_Honda did not provide satisfactory

evidence of the market value of
components, the Department should
base component values on the best
information available.

DOC Position

The Department informed all
respondents prior to verification of the
need to establish that significant
component purchases from related .
companies were conducted at arm’s
length, and that the prices charged
reflected the component’s true market
value. Honda did not establish the
arm’s-length nature of the transactions,
nor did the company provide adequate
documentation of the components’
market value. The company did provide
financial statements for three of its
related suppliers, nothing that each of

the suppliers operated at a profit during

the period of investigation. However, the
financial statements were provided
subsequent to our verification and since
the suppliers provided parts and
components for a number of purchasers.
we could not ascertain that the
particular parts sold to Honda were at
market value. Therefore, the Department
reviewed other respondents’ direct
material costs for similar models. and
established a percentage factor
representing the higher materials costs
incurred by the other companies. This
factor was added to Honda's direct
materials costs as “best information
available”.’

Comi_nen‘t 3

Respondent contends that the
Department should include Honda's
foreign exchange “gain” in its COP/CV
calculation. :

DQOC Position

The Department diagrees. Exchange
rate gains unrelated to the production of
the merchandise under investigation are
not properly considered credits to COP/
CV. In Honda's case, net foreign
exchange gains were not considered an
offset against financial expenses since

i
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they were not demonstrated to be
directly related to the production of
ATVs. .

Comment 4

Respondent maintains that G&A
expenses are properly functions of the
sales value of the products and,

“therefore, should be allocated based on
the c.i.f. value of the merchandise
produced.

DOC Postion

G&A expense items are normally
associated with the cost of producing
merchandise and maintaining an
organization's structure. For purposes of
calculating COP and CV, G&A is
determined as a percentage of total cost
of manufacturing for all ATV products.
This percentage is then applied to cost
of manufacturing for each individual
product. Calculating G&A expenses as a
percentage of c.i.f. value, and then
applying that percentage to cost of
manufacturing, would be distortive in
that it would understate the G&A
incurred in producing and selling the
ATVs under investigation.

Comment 5

R&D activities carried out by a related
company are reimbursed by Honda
based on the period's sales results.
Honda therefore believes R&D allocated
to the subject ATVs-should be on the
basis of c.i.f. value.

DOC Position

The Department believes that the
nature of R&D activities is properly
associated with the cost of
manufacturing. In this case, the specxfic
repayment terms between the related
companies does not change the
appropriate method of allocating these
costs. Therefore, for the purpose of the
COP and CV calculations. these costs
were adjusted on a cost of manufacture
basis.

Comment 6

Respondent contends that the
Department should exclude all three-
wheel ATVs from its fair value
comparison. Honda contends that these
models are obsolete and no longer being
imported into, or sold in, the United
States. Furthermore, consistent with a
consent decree affecting ATV sales,
Honda has no plans to resume United
States 1mports or sales of three-wheel
ATVs.

DOC Position

We disagree. The antidumping duty
law is intended to eliminate unfair price
discrimination—that is, the dumping of
merchandise in the United States at

prices below those in effect in the
foreign producer's home or other export

_markets To this effect, the law clearly

conternplates that the Department will
select a period.during which sales of the
subject merchiindise have occurred and
to estabiish, where justified, an
estimated dumping margin which may or
may not be reviewed and revised during
later periods.

We have determined, and no one has
contested, that a petition covering three
and four-wheel ATVs was prorerly filed
in this case. Therefore, three-wheel
ATVs comprise part of the merchandise
subject to investigation.

The Department will, on occasion,
exclude certain U.S. sales from its fair
value comparisons when those sales are
not representative of the respondent's
selling practices in the U.S. market, or
where those sales are so small that they
would have an insignificant effect on the
margin. In this case, however, there is
nothing particularly unusual about
Honda's sales of three-wheel ATVs in
the United States. It is not possible to
conclude that Honda's pricing practices
with respect to three-wheel ATVs are
not representative of its behavior in the
U.S. market.

In sum, the Department is required to
take a snapshot of Honda's pricing
practices during the period of
investigation and to calculate a dumping
margin based upon these sales. Since
Honda sold three-wheel ATVs during
the period of investigation in the United
States, three-wheel ATVs are properly
included within our dumping
calculation.

Comment 7

The respondent contends that the
Department should not use a sale-by-
sale interest expense for inventory
carrying and post-sale credit expenses
in its calculation of COP and CV. It
contends that the Department is
required to use whatever amount
appears in Honda's financial statements
andrecords.

The petitioner states that it is
essential for the Department to include

.so-called “imputed” interest expenses in

the COP and CV calculations. In order
to measure accurately the relative
returns obtained by Honda, the
petitioner argues that the Department
must calculate credit and inventory
carrying expenses on a sale-specific
basis. The petitioner further states that
the use of sale-specific data is
consistent with generally accepted
accounting principles.

DOC Position

We cannot accept respondent’s
argument that no adjustment to the fair

value comparison should be made for

actual differences in the extension of
credit by the firm and the time for which
finished merchandise is maintained in
inventory. The fact that Honda has
essentially chosen not to finance its
accounts receivables and inventory
carrying costs with short-term
borrowings does not dispose of the fact
that Honda has had differing credit and
inventory carrying experiences in the
United States and Canada. See Silver

‘Reed v. United States, Slip Op. 88-5

(CIT, January 12, 1988). We also cannot
embrace the calculation of interest
expenses according to one methodology
in the case of U.S. sales (e.g., imputed
interest expenses) and another
methodology in the case of home or
third country sales (e.g., actual interest
expense). Therefore, inventory carrying
costs and post-sale credit expenses
should be calculated (1) on a sale-
specific basis, not as an allocation of
total actual cash outlays and (2) the
same way for both foreign market value
(including constructed value) and United
States price. The Department has.
therefore, followed its usual practice
and included an imputed interest
expense for these items as part of selling
expenses in constructed value, see e.g.,
Final Determination of Sales at Less
Than Fair Value; Certain Gronite
Products from Italy. 53 FR 27187, 27191
(July 19, 1988). and adjusted for the
actual differences in the extension of
credit by the firm and the time finished
merchandise is maintained in inventory.
See e.g., Color Televisions from Korea:
Final Results of Administrative Review
of Antidumping Duty Order, 49 FR
50420, 50427, 50430 (Dec. 28, 1984);
Portable Electric Typewriters from
Japan; Final Results of Administrative
Review of Antidumping Order, 48 FR
40761 (Sept. 9, 1983). To avoid double
counting the portion of reported interest
expense attributable to accounts
receivable and inventory carrying costs
was deducted from total interest charges
in CV.

In the case of cost of production
calculations, however, price
discrimination and relative returns on
sales are not at issue. When we
calculate COP pursuant to section 773(b)
of the Act, we are only interested in
determining the actual costs incurred to
produce the merchandise under
investigation. Once those costs have

‘been determined. the Department

compares them with the revenue
generated from the sale of the
merchandise in the home or third
country market to determine whether. in
fact, these sales have been made at
below cost. See 19 CFR 353.7. Because



48068

a-14

Federal Register / Vol. 54. No. 19 / Tuesday. January 31, 1589 / Notices

we are not comparing COP to United
States sales. there is no need to measure
the actual differences that may or may
not exist between home market or third
country selling expenses and U.S. selling
expenses. Therefore, the methodology
which leads us to impute interest
expenses when making feir value
comparisons is simply not present when
-calculating COP. As we explained in
Color Television Receivers from Korea;
Final Results of Antidumping Duty
Administrative Review, 53 FR 24975,
24977 (July 1, 1988):

In a cost of production calculation. we are
not concerned with costs in the same way we
arc where there are differences in
circumstances of sale and adjustments must
be made in order to compare U.S. and home
market prices on an ‘apple-to-apple’ basis.
Therefore, whether imputed costs used for a
circumstance of sale adjustment are higher or
lower than respondents’ actual financing

_costs is not relevant for purposes of
determining cost of production.
1d. at 24977.

In certain recent final antidumping
duty determinations. the Department did
not apply this methodclogy. See e.g.
Final Determination of Sales at Less
Than Fair Value; Certain Internal
Combustion, Industrial Forklifi Trucks
from Jcpan, 53 FR 12352, 12555 {April 15,
1988). After extensive consideration of
this issue, and after reviewing the
lengthy comments of the parties at the

* hearing and in their writlen briefs, we
have determined to follow the
methodology outlined in the Korean TV
determination.

Comment 8

Respondert maintains that the
Department shouid limit its COP/CV
calculztion to the 1987 and 1983 ATV
models for which Honda suppliec full
and complete cost information.
Respondent contends that it would have
“een enormously difficult, if not

npossible, to report cost information
for pre-1937 models. Petitioner urges the
Department to reject this claim. It
contends that the COP/CV for pre-1937
models should be based on the cost to
produce current models as the best
information available.

DOC Position

During the period of investigation,
Handa sold in the United States ATVs
produced for the model years 1983-1988.
Honda only provided cost of production
information for 1987 and 1988 modelis.
which accounted for about 90 percent of
Honda's sales to the U.S. during the
period of investigation. Lacking cost
data for the pre-1987 models, we were
unable to determine whether or not
these models were sold below their cost

of production. Thercfore, as noted
above, for best informafion availabte
pursuant to section 776(c) of the Act, we
have assigned to Honda's sales of pre-
1987 models sold in both the Canadian
and U.S. markets, the highest margin
indicated for Honda in the petition.

A Yamaha
Comment 9

The petitioner raises a number of
questions regarding the validity of the
processing standards developed from a
‘processing time study which Yamaha
failed to retain in its records. .-

The respondent argues that it is
impractica! to maintain records of all
the time studies on which the standards
are based due to the large number of
finished products and the number of
yarts and processing steps involved to
_roduce ATVs. Respondent claims that’
since the variances among products in
the motorcycle factories did not
significantly differ, the standards must
be fairly accurate to approximate actual
costs so closely.

DOC Pusition

At verification: (1) The methodolegy
for developing the standard costs, (2) the
elements (i.e., depreciation, labor) of the
standard costs, {3) the relationship of
the standard costs to budgeted costs
and (4) the use of the standard costs in
YMC's normal accounting system, were
tested. We determined that sufficient
information was available to support the
reasonableness of these processing
standards.

-Comment 10

The petitioner argues that adjusting
standard costs for a single month by an
arnnual variance is not an acceptabhle
method for arriving at actual costs. It is
not acceptable for Yamaha to submit -
costs only for the month of March,
which is cutside the period of
investigation.

The respondent argues thzt Yamaha
does not maintain a product-specific/
assemtly line ATV variance in its
normal accounting practice. Yamaha
uses full-year, rather than semi-annual
variances because of the stability of -
actual material-prices during the fiscal’
year, and because supplier rebates are
included only in the full-year variance.

DOC Position

Shinba, Yamaha's related assembly
plant, only accumulates product-specific
costs during the month of March.
Therefore. to fucilitate verilication, we
accepted Yamaha's March standard cost
information. which incorporated the cost
data for Shinba. However, we also -
examined Yamaha's cost information for

several months within the period of
invesligation to easure that March
standard costs were representalive of
cost standards during the period of
investigation, and were not significantly
higher, lower, or otherwise misleading.
Since March standard costs were
determined to be representative of the
full 1988 fiscal year, applying the annual
variance to those standards provides an
accurate representation of the actual
costs incurred.

Comment 11

The petitioner argues that use of
factory-wide variance distorts the
adjustment from standard costs to

. actual costs.’

The respondent argues that there is’
little deviation from using a factory-
wide variance instead of product-
specific variances which the factory
does not maintain. When Yamaha
repurchases the fully-assembled ATV
from Shinba, it reports the assembly
cost as its cost of goods sold. Thus, the
company feels that it is unnecessary to [
calculate a product-specific variance for
ATV engines.

DOC Position

Although we agree with the petitioner
that product-specific variances would be
desirabie, we verified that the
respondent used a weighted average of
the finished product variances within
the factory, and therefore are satisfied
that a factory-wide variance is an
acceptable alternative.

Comment 12

The resporident argues that in order to
support the “market value” of
components obtained from related
companies. it submitted adequate
component cost information during
verification which demonstrated that
major components were purchased by -
Yamaha at prices above their costs.

DOC Position

We verified the cost of production of a
number of major components at two’
related suppliers, and determined that
costs were below the transfer price to

“Yamaha.

Comment 13

The respondent contends that it has
adequately clarified that both the net
loss on disposel of fixed assets and net
interest expenses are included in the
general and administrative expenses
provided in Sninba's cost response.
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DOC Position

* We agree. During verification we
identified these items as part of general
and administrative expenses.

Comiment 14

The pétitioner argues that Yamaha did

not provide a sufficient reason for not
submitting Shinba's processing costs for
models produced in 1987.

The respondent argues that it was
justified in using actual 1988 processing
costs as the basis of costs for both 1987
and 1988 model year units. Since the
company does not develop information
cn assembly costs for particular models.
the respondent would have had to
calculate the cost of production for the
year ended March 31, 1987 by
developing assembly time for each
model-produced in 1987. Due to the
enormous difficulty of these
calculations, the company used 1988
costs as a substitute.

DOC Position

We verified the use of the assembly
time study and the fiscal year 1988
‘processing costs used for the 1987 costs,
and determined that fiscal year 1988
processing data provided an acceptable
basis-upon which to calculate 1987
processing costs.

Comment 15

The respondent argues that the
omission of certain items from the
general expenses of the two related

suppliers- which were reviewed, and the

various methodologies used to allocate
general expenses to product lines, are
not issues for consideration since these
items have no impact on the
investigation. For the submission,
Yamzha used an aggregate general
expense.ratio, which results in figures
similar to the actual general expenses.

DOC Position

We determined that calculating
general expenses using an aggregate
general expense ratio produces virtually
the same results as using actual general
expenses. Therefore, no adjustment was
made to the data in the questxonnaxre
response.

L.ommen{ 16

The petitioner argues that material
costs transferred to Shinba are based
solely cn the standard costs in
Yamaha's inventory system, and that
Yamaha has made no attempt to
reconcile these standard costs to
Shinba's actual costs or to include
related variances. Thus, the petilioner .
believes the submitted costs are not
Yamaha's actual costs.

-

The respondent argues that products
transferred to Shinba for incorporation
into a finished ATV are ultimately
recorded in its costs of goods sold at the
fully-assembled transfer price. For the
purposes of Shinba's cost accounting
system, as an independent accounting
enlity, it is impossible to pass through
variances as in the case of the
accounting methodology used for the so-
called independent faclones wnhm
Yamabha itself.

DOC Position

Although the engines were transferred
to Shinba at standard cost, we verified
the actual cost of the engines, which
capture the variances. It is the actual
costs that are included in the
Department’s COP calculation.

Comment 17

The petitioner argues that the per-unit
standard times used in the calculation of
Shinba's processing costs were not
reconciled to total actual hours worked;’
therefore, the processing costs in the
submission do not necessarily represent
fully-absorbed, actual costs.

The respondent argues that it was not
necessary to reconcile the per-unit

standard times to the total actual hours -
worked since the basis of the per-second

labor cost includes total labor costs,
which includes the amount for total
actual hours worked.

DOC Position

The Department verified the
components included in the per-unit
standard time calculation. One of the
components verified was actual labor
costs, including actual total hours ~
worked. Therefore, if these costs were

divided by standard hours, the full costs -

would be absorbed.
Comment 18

The petitioner argues that since
Yamaha could identify those supplier
penalties related to ATVs, it could have
identified a separate materials- purchase
variance for ATVs.

The respondent argues that supplier
penalties are accumulated in & specific

. account and paid on a supplier-by-

supplier basis. Isolating ATV-specific
penalties is relatively easy. The
materials variance is much more
complex. and includes more than
supplier rebates, such as the pass-
through of variances from Yamaha's
other factories.

DOC Position

We verified the calculation of the
ratio of supplier penalties relating to
ATVs to the cost of ATVs sold to
determine the amount for supplier

penalties included in general and
administrative expenses. After viewing
the production process, we agree that
the respondent cannot isolate a product
specific assembly line variance, even
though it may maintain specific records
pertaining to supplier penalties.

Comment 19

Respondent contends that the use of
imputed interest rather than actual short
term interest in calculating COP and CV
is illogical and contrary to law. The
Department should follow its prior
decisions that reflect a preference for
actual interest expenses over imputed
costs. Furthermore, Yamaha argues that

- the use of imputed interest in the CV

calculation unlawfully inflates the
statutory eight percent minimum amount
for profit. If the Department insists on
using imputed interest expenses, it
should account for the revenue that
would have been generated by unused
capital.

LOC Position

Because a sufficient number of
Yamaha's Canadian sales were
determined to be above COP, we did not
base its foreign market value upon CV.
Therefore, respondent’s comments with
respect to the propriety of utilizing so-
called “imputed” interest expenses in
CV are'moot.

Regarding the use of imputed interest
expenses in COP, we explain in
response to Honda's comment 7 that the
Department based inventory carrying
costs and post-sale credit expenses
upon each respondent’s financial
statements and records.

Comment 20

Respondent urges the Department (o
continue its decision from the
preliminary determination and exclude
from the fair value comparison all non-
standard sales and sales of models with
no corresponding Canadian models. Due
to the burden placed on the respondent
and the extremely small amount of sales
involved, the Department should not
produce calculations for the handful of
accommodation sales, barter sales,
promotional sales, sales of damaged
merchandise, so-called “safety-
education sales”, and sales of
repossessed models.

DOC Position

We have determined that an adequate
number of comparisons are possible by
limiting comparisons to those models
which were sold in both the U.S. and
Canadian markets. Due to the nature of

the “non-standard” sales it is difficult
and time consuming to find matches
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between the U.S. and Canadian markets.

. For administrative convenience, we

have omitted these comparisons. -

i Furthermore, the quantity of such sales

| is quite small compared to respondent’s

total U.S. sales. Therefore, we do not
believe that omitting comparisons-on

i non-standard sales has any significant
i effect on our margin calculations.

Comment 21

Responderit also contends that several

hundred sales of three-wheel ATVs

. be excluded from the Department's {air

value comparison.
DOC Position

We disagree. See our response to
Honda’s comment 6, above.

Comment 22

Petitioner contends that since
information regarding the deduction of
corporate income tax from Yamaha's
Canadian indirect selling expenses was
submitted after the preliminary
determination, it should be rejected as
untimely.

DOC Position

The information submitted by
Yamaha regarding the deduction of
corporate income tax from Canadian
indirect selling expenses was verified by
the Department and was used for this
final determination. '

Suzuli
Comment 23

The petitioner argues that transfer
prices for parts purchased from related
suppliers should not be reduced by a
percentage based on the related
supplier's overall profit. The petitioner
argues that the actual profit or loss on
the ATV parts may be entirely different
from this average.

DOC Position

The respondent provided neither
market price nor cost of production data

. for parts purchased from related

suppliers. Consequently, no
documentation was available to support
the amount of profit deducted by the
respondent in adjusting related supplier
transfer prices to actual cost. We,
therefore, disallowed the company’s
profit adjustment on parts received from
related suppliers.

Comment 24

The petitioner argues that the
methodology used to compute variance
ratios at the processing department level
was questionable. It argues that
variance ratios should have been

compiited at the motorcycle group level
instead of on a company-wide basis.

DOC Pos:tion

The Department was unable to verify
variance ratios at the product division
level since Suzuki's variance statistics
are only kept by the processing
department at the company level, rather
than the division level.

Comment 25

The petitioner argues that general
R&D, R&D for future ATV models, and

"R&D related to new safety features for

ATVs, should have been included in the
COP for purposes of the final
determination.

DOC Position

We agree. R&D for general ATV
purposes, for future development, and
for new safety features, are all related to
ATV production and were included in
our calculation of COP.

Corment 26

The petitioner srgues that G&A
expenses should not be expressed as a
ratio of sales revenue and then applied
to the cost of manufacture on a per-unit
basis. :

DOC Position

Because Suzuki does not record cost
of sales data on a product-specific basis,
we were unable to verify the actual cost
of sales for the ATVs under
investigation using this method. As an
altlernative procedure, we compared the
company's submitted ratio of general
expenses to actual ATV sales to the
ratio of general expenses to standard
cust of sales for ATVs. The two ratios
were approximately equal. We,
therefore. accepted the company'’s ratio.

Comme_nt 27

The petitioner argues that legal
expenses incurred by the respondent in
order to defend itself against the U.S.
Consumer Product Safety Commission
should be included in indirect selling
expenses and not in G&A expenses.

DOC Position

The legal expenses are not considered
related to the actual sale of the product
and thus should be included in G&A
expenses and not as an indirect selling
expense.

Comment 28

The petitioner argues that all interest
income should be ignored for the
purpose of calculating cost of production
for the following reason: a} Information
on interest income on a consolidated
basis was not provided at verification;

and b} long-term interest income should
be considered related to investments
rather than to the general operations of
the company.

DOC Position

We agree. Interest income was not
used as an offset to the interest expense
included in the submission.

Comment 29

- The petitioner argues that long-term
interest expense should be included in
the cost of production because it is
related to the financing of plant and
equipment and, as such. is clearly
related to the production of ATVs.

DOC Position

We agree. We have included long-
term interest expense in our cost of
production calculation.

Comment 30

The respondent contends that the
Department should not use a sale-by-
sale interest expense for inventory
carrying costs and post-sale credit
expenses in its calculation of COP and
CV. Citing U.S. Department of
Commerce, Treatment of Opportunity
Costs in COP Cases, Policy Paper No. 16
(1982) and U.S. Department of
Commerce, Summary of COP and
Constructed Value Principles. Policy
Paper No. 47 (1982), respondent argues
that the Department has explicitly
repudiated the use of imputed or
“opportunity” costs in either COP and
CVv.

The petitioner states that it is
essential for the Department to include
so-called "imputed” interest expenses in
the COP and CV calculations. In order
to measure accurately the relative
reiuns obtained by Honda, the
petitioner argues that the Department
must calculate credit and inventory
carrying experses on a sale-specific
basis. The petitioner further states that
the use of sale-specific data is
consistent with generally accepted
accounting principles.

DOC Position

As we explain in response to
Yamaha's comment 19 and Honda's
comment 7, we based our calculation of .
interest expenses in COP upon the
bocks and records of each respondent.
Since Suzuki's foreign market value was
based upon Canadian selling prices. its
commenrt with respect to CV is moot.

Comment 31

The respondent contends that its sales
of model LT125 in the United States
during the period of investigation were
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Camnission's hearing:

Subject : Certain All-Terrain Vehicles
fram Japan

Inv. No. :  731-TA-388 (Final)

Date and time : January 26, 1989 - 9:30 d.m.

Sessicns were held in connection with the investigation in the Main
Hearing Roam 101 of the United States Intermational Trade Cammissicn, S00 E
Street, S.W., in Washington.

In support of the imposition of
Robins, Kaplan, Miller & Ciresi

Washington, D.C.
on behalf of

Polaris Industries L.P., Minneapolis, Mimnesota
Hall Wendel, President, Polaris Industries L.P.

Ed Skamoroh, Vice President Sales and Marketing
Polaris Industries L.P.

Mike Malane, Assistant Treasurer, Polaris Industries L.P.
Andrew Wechsler, Econamists, Inc.
- Pileter van Leeuwen, Econamists, Inc.
Charles R. Johnston, Jr.)

)—OF COUNSEL
Charles A. Hunnicutt )

~nore-



In opposition to the imposition of

; antidumping duties:
Wilmer, Cutler and Pickering and
Gibson, Dunn and Crutcher

Washington, D.C.
on behalf of

American Honda Motor Co., Inc.
(Gibson, Dunn and Crutcher are co-counsel)

Honda Motor Co., Ltd.
Suzuki Motor Co., Ltd.
American Suzuki Motor Corp.

Yamaha Motor Corporation U.S.A.

Quick, Finan and Associates, Inc.
william F. Finan

Econametrica International, Inc.
Richard L. Boyce

Rabert C. Cassidy, Jr.)—OF COUNSEL

iillkie, Farr and Gallagher
Washington, D.C.
on behalf of

Yamaha Motor Corporation, U.S.A.
Yamaha Motor Co., Ltd.

william H. Barringer)—OF COUNSEL

-fore~-
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Washington, D.C.
on behalf of
Suzuki Motor Co., Ltd.
American Suzuki Motor Corporation

John H. Korns ) —OF COUNSEL

Lamco & Associates
Albany, Oregon

Ed Lemco, President
Gary Surdyke, Retail Dealer,

Surdyke Yahama Harley Davidson,
Fetus, Missouri
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APPENDIX D

PRODUCT SPECIFICATIONS FOR THE TWO POLARIS ATV MODELS
AND FOR THE OTHER DOMESTIC AND IMPORTED ATV MODELS
CHOSEN BY THE RESPONDING U,S. PRODUCERS AND IMPORTERS
FOR WHICH THEY REPORTED F.0.B. SELLING PRICE DATA
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Product specifications for the various domestic and imported Japanese ATVs
chosen by U.S. producers and importers are shown in charts 1-5 on the
following pages. Some of the more easily-identifiable product features are
highlighted, such as the intended use(s) of the models reported, the weight,
displacement of the engine, type of transmission, and the amount of travel in
the suspension system. Generally, larger engine displacements and greater
travel in the suspension will enhance the value of the ATVs. Although not
shown, all the models had single cylinder, air-cooled engines, reverse gear,
and came equipped with head lights and parking brakes as standard equipment.
In addition, the two polaris models were equipped with platform footrests
compared to foot pegs on the imported Japanese and U.S. produced Kawasaki
ATVs. The 3-digit number following the letter prefix in the model names
refers to the nominal engine displacement, measured in cubic centimeters

(cc). For instance, the Trailboss 250 (2x4) has a 250cc engine.
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Comparison Chart 1:

Specifications of U.S. produced two-wheel drive ATVs -

Polaris Kawasaki

Product . Trailboss Bayou 300 A/B series
specifications 250 (2x4)  (KLF 300-Al)  (KLF 300-A2) (KLF 300-B1)
Intended use(s)-- Utility/sports- —-Utility
: man/recreation :
Dimensions:
Length (”) : 70.0 72.8 73.8 75.2
Height (”) 43,5 43.3 40.0 43.9
Width (") 43.0 ' 41.1 42,5 40,7
Ground Clearance (") 6.2 7.7 6.3 7.7
Dry weight (pounds) 440 492 . 492 492
Engine: . '
Displacement (cc) 244 290 290 290
Transmission: ' _—
Type Automatic 5-SP Manual 5-SP Manual 5-SP Manual
Drive train Chain _ Shaft Shaft Shaft
Suspension:
Front--Travel (") 6.3 4.5 4.5 4.9
Rear—-Travel (") 6.0 4.7 4.7 4.7
Brakes:
Front (type) Disc Drum Drum Disc
Rear (type) : Disc Drum Drum Drum
Tire size: _
Front 22x8-10 ' 22x9-10 - 22x9-10 22x9-10
Rear 22x11-10 24x11-10 24x11-10 24x11-10
Standard equipment:
Racks o Front/rear Front/rear Front/rear Front/rear
Hitch : - Yes Yes Yes Yes
Tool kit Yes Yes - Yes Yes

Storage compartment . Yes Yes Yes Yes
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‘Comparison Chart 2:

. Specifications of two-wheel drive ATVs: - The. Polaris Trailboss 250 2X4
L and selected imported Japanese Honda models

" - Polaris -~ . Honda

Product o G : -Trailboss .. .., FourTrax 250. .. .FourTrax 300
specifications - I 250 (2x4) (TRX 250) (TRX 300)
Intended use(s)-- Ut111ty/sports- . Ut111ty/sports— Utility
man/recreation man S
Dimensions: - o
Length (") o -,70.0 . 73.8 74.9
Height (") . . 43,5 o 40,0 41.5
“Width () . 43,0 42.5 - 43,8
.Ground Clearance (") 6.2 6.3 6.3
Dry weight (pounds) 440 481 439
Engine: By - ‘ o
Displacement (cc) 244 246 © 282
Transmission: - o - . T T L
Type R Automatic 5-SP Manual 5-SP Manual
Drive train : Chain Shaft Shaft =~ -
Suspension: : ‘ ]
Front--Travel (” ) -~ 6.3 2.0 5.1
Rear--Travel (*) 6.0 4.0 5.1
Brakes: - Y
Front (type) - Disc .. Drum Drum
Rear (type) Disc Drum Drum
Tire size: L v .

Front S - 22x8-10 o 21x7-10 23x8-11
Rear 22x11-10 25x12-9 T T.25x%12-9 -
Standard equlpment R . o :
Racks Front/rear .- Front/rear Front/rear

Hitch n . Yes ¢+ Yes Yes
“Tool kit ) _ Yes i+ No St s No

Storage compartment Yes Yes .. .. .Yes




Specifications of two-wheel drive ATVs:
and selected imported Japanese Suzukj models
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Comparison Chart 3:

The Polaris Trailboss 250 2X4

) ‘ Suzuki
: ‘Polaris - Quadrunner QuadRunner QuadRunner
Product Trailboss _250E 300E F250
specifications 250 (2x4) (LT 250E) (LT 300E) (LTF_250)
Intended use(s)-- Utility/sports- Utility
. man/recreation

Dimensions:

Length (") 70.0 77.6 78.3 81.1

Height (”) 43.5 40,7 44,1 43.3

width (”) 43,0 42.1 43,7 44,1

Ground Clearance (") 6.2 5.1 5.5 7.5

Dry weight (pounds) 440 434 447 496
Engine: - . S

Displacement (cc) 244 249 . 293 246
Transmission:

. oe Automatic - 5-SP Manual 5-SP Manual - 5-SP Manual

Drive train Chain Chain Chain : .. Shaft..
' Suspension:

Front--Travel (") 6.3 3.3 3.2 3.3

Rear--Travel (*) 6.0 Rigid 3.9 3.7
Brakes: -

Front (type) Disc Drum Drum Drum

Rear (type) Disc Drum Drum Drum
Tire size: ' 4
. -Front 22x8-10 . 22x8-9 21x8-9 22x8-10

Rear 22x11-10" 25x12-9 25x12-9 24x11-10
Standard equipment:

Racks Front/rear Front/rear Front/rear - -Front/rear

Hitch Yes Yes NO Yes

Tool kit Yes Yes Yes Yes

Storage compartment Yes Yes No Yes
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Comparison Chart 4:

Specifications of two~wheel drive ATVs: The Polaris Trailboss 250 2X4
and selected imported Japanese Yamaha and Kawasaki models

i Polaris Yamaha Kawasaki

Product Trailboss MotoFour 225 Bayou 185-Al Bayou 185-A2

specifications 250. (2x4) (YFM 225) (KLF 185-A1) (KLF 185-A2)

Intended use(s)-- Utility/sports- —Utility— Light utility/sportsman/

i man/recreation *  recreation

Dimensions:

Length (") 70.0 . 73.2 66.9 _ 67.5
Height (") 435 39.6 39.4 39.4
width (") 43.0 43.9 38.8 38.8

~ Ground Clearance (") , 6.2 5.3 5.7 ' 5.7

. Dry weight (pounds) 440 452 . 333 357

Engine: ‘ - : B

. Displacement (cc)- 244 223 182 182

Transmission: , . '

 Type . Automatic 5-SP Manual 5-SP Manual 5~SP Manual

~ Drive train Chain Shaft Shaft Shaft

‘Suspension: :

. Front--Travel (*) 6.3 2.8 4.9 4.9

. Rear--Travel () 6.0 3.2 ' Rigid Rigid-

Brakes: '

Front (type) Disc Drum ‘ None Drum
~ Rear (type) Disc Disc Drum Drum
Tire size: '

Front 22x8-10 22x8-10 21x9-8 21x9-8

. Rear 22x11-10 25x12-9 22x11-8 22x11-8

.Standard equipment:

i Racks Front/rear Front/rear No Front/rear
Hitch Yes Yes Yes Yes
Tool kit Yes Yes ~ Yes Yes
Storage compartment Yes Yes No No
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Comparison Chart 4:--continued

Specifications of two-wheel drive ATVs: The Polaris Trailboss 250 2X4
and selected imported Japanese Yamaha and Kawasaki models

Polaris

Kawasaki

Product Trailboss Bayou 185-A3 Bayou 185-A4

specifications 250 (2x4) - (KLF 185-A3) (KLF 185-A4)

Intended use(s)-- Utility/sports- Light utility/sportsman/

man/recreation recreation

Dimensions:

Length (*) 70.0 67.5 67.5
Height () 43,5 39.4 39.4
wWidth (") : 43.0 38.8 38.8

~ Ground Clearance (") - 6.2 5.7 5.7
Dry weight (pounds) 440 357 357

Engine: .
Displacement (cc) 244 182 182

Transmission: : .

Type Automatic 5-SP Manual 5—-SP Manual:
Drive train Chain Shaft Shaft

Suspension: C

" Front--Travel (") 6.3 4.9 . 4.9
Rear--Travel (") 6.0 Rigid Rigid

Brakes: . ' ,
Front (type) Disc Drum Drum .
Rear (type) Disc Drum Drum

Tire size: :

Front 22x8-10 21x9-8 - 21x9~8
Rear 22x11-10 22x11-8 22x11-8 -

Standard equipment: '

" Racks : Front/rear Front/rear Front/rear
“Hitch Yes Yes Yes
Tool kit Yes Yes -Yes
Storage .compartment Yes No

No
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Comparison Chart 5:

Specifications of four-wheel drive ATVs: The Polaris Trailboss 250 4X4
and selected imported Japanese models

Honda Suzuki
| "Polaris FourTrax Foreman QuadRunner Yamaha
. Product Trailboss 4xX4 4WD Big Bear
. gpecifieati 250 (4x4) (TRX 350D) (LT-4WD 250) (YFM 350FW)
" Intended use(s)-- Utility Utility
. Dimensions: :
Length () 70.0 77.9 76.4 74.2
Height (") ' 46,0 42.5 41,5 43.7
Width () : 44,5 . 40,9 . 47.2 43.1
Ground Clearance (") 6.8 6.3 7.8 7.1
| Dry weight (pounds) 490 590 520 549
. Engine:
~ Displacement (cc) 244 350 246 348
. Transmission: _
| Type Automatic 5-SP Manual 5-SP Manual 5-SP Manual
Drive train Chain Shaft Shaft Shaft
Suspension: 4
Front--Travel (*) 6.3 4.3 3.3 ‘ 3.9 {
Rear--Travel (”) 6.5 4.3 3.7 4.3
Brakes: ‘
Front (type) Disc Drum Drum Drum
Rear (type) Disc Drum Drum Disc
Tire size:
Front 22x8-10 24x9-11 22x8-10 25x8~12
Rear 24x11-10 24x%9-11 25x12-10 25%10-12
Standard equipment: , A
Racks Front/rear Front/rear Front/rear Rear
Hitch Yes Yes Yes 1/ Yes
Tool kit Yes Yes Yes Yes
Storage compartment Yes Yes Yes Yes

1/ In 1987, the initial year for this model, the hitch did not come as standard equipment. In
1988, however, the hitch was standard equipment on this model.



APPENDIX E

NET F.0.B. SELLING PRICE DATA FOR TWO SPECIFIED POLARIS ATV
MODELS AND SELECTED OTHER U.S.-PRODUCED ATVS CHOSEN BY KAWASAKI






APPENDIX F

NET U.S. F.0.B. SELLING PRICE DATA FOR SELECTED
IMPORTED JAPANESE ATVS CHOSEN BY THE RESPONDING IMPORTERS



£-2



APPENDIX G

PURCHASER COMMENTS REGARDING DIFFERENCES BETWEEN THE
POLARIS AND IMPORTED JAPANESE ATVS








