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UNITED STATES INTERNATIONAL TRADE COMMISSION
~“Washington, D.GC. " ..

ELECTRIC GOLF CARS FROM POLAND

Notice of Receipt of Application for Review.of Determination of Injury
Under the Antidumping Act, 1921, as Amended,
» and Request- for Public Comments

The United States International Trade Commission is in receipt of an

.applicat{on for‘review of igs determinatioﬁ'of injury in Electric Golf Cars
from Poland, invéstigafigﬁ No.fAA]§21—]47 under the Anfidumping Act, 1921,‘as
amende&. Oﬁ Séptember 16;>1975, the Commission, Commissioﬁer Moore
dissenting, determined that an industry in the United States is being injured
by reason df the importation of electric golf cars that are being, br are

.
likely to be, sold at less than fair value within the meaning of the
Antidumping Act, 1921, as aﬁended. |

The instant appllcatzon for review is brought by Melex USA Inc.,

("Melex") pursuant to section 207 5 of the Comm1s31ons s Rules of Practice and

‘ Procedures (19 CFR 207. 5) Melex alleges that changed circumstances exist

which 1nd1cate that, if the flndlng of dump1ng issued by the Secretary of the
Treasury were modlfled or revoked, an industry in the United States would notk
likely be injured, or be prevented from being‘established, by reason of the .
importatibn in;o the United States of golf cars from Poland at 1és§ than fair
value within the meaning of the Antidumping Act, 1921, as amended. Melex,

therefore, requests that the Commiséion institute an investigation concérning

the review of its September 16, 1975, determination in investigation No.

AA1921-147.
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The final action of the S;cretary of the Treasury in iqvestigatibn
No. AA1921-147 was taken on N&veube: lé,.1975 (40 F.R. 53383). Section
207.5(c) of the Commissibn'a“fules provides that "in the event that two years
have elapsed since the final action of the Secretary of the Treasurv, the
Commission shall publish a notice of having received an application for review

in the Federal Register, inviting public comments on the question of whether

the Commission should conduct a review.'" (19 CFR 207.5(c)). Public comments,
therefOre, are requested as to whether the Commission should conduct the
review which Melex has requested. Comments should be in writing and should be
directed to the Secretary, U.S. International Trade Commission, 701 E Street,
N.W., Washington, D.C. 20436. Comments will be considered by the Commission
if received no later than 30 days following the date of publication of this

notice in the Federal Register.

Copies of the nonconfidential version of the application of Melex
USA, Inc., for institution of an investigation pursuant to 19 CFR 207 5 to
review the Commission's determination under section 201(a) of the Antidumping

Act, 1921, as amended, in Electric Cars From Poland (investigation No.

AA1921-147), and the Commission's report in investigation No. AA1921-147
(USITC Pubication No. 740) are available for public inspection in the Office
of the Secretary of the Commission.

By order of the Commission.

Kenneth R.
Secretary

Issued: Octpber 2, 1979



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[19 CFR, Part 207]
Investigation No. AAl1921-147A
ELECTRIC GOLF CARS FROM POLAND

Notice of Investigation and Hearing

AGENCY: U.S. International Trade Commission

ACTION: Initiation of an investigation under section 751 of the Tariff Act of

1930.

SUMMARY: This action initiates an investigation under section 751 of the
ATariff Act of 1930 to determine whether changed ciréumstances exist which
indicate that an industry in the United States would not-be threatened with
material injury if tﬁe'antidumping finding cbpcerning Eléctric Golf cars from
Poland were revoked (40 F.R. 53383).

On September 16, 1975, the Commission determined that an industry in the
United States is being injured by reason of ‘the importation of electric golf
cars that are being, or are likely to be, sold at less than fair value within
the meaning of the Antidumping Act, 1921. An applicatidn for a review of this
determination was filed with the Commission by Melex, USA, Inc., an importer
of the subject product, on August 6,:1979, in accordance with the then extant

Rules of Practice and Procedure. _The Commission publiShed a notice in the

Federal Register inviting public comment on the guestion of whether the

Commission should conduct a review of the determination. Public comments were
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. AA1921-147A (Review)

ELECTRIC GOLF CARS FROM POLAND

Determination

On the basis of the record developed in this investigation No.
AA1921-147A (Review), the Commission 1/ determined pursuant to section
751 of the Tariff Act of 1930, that changed circumstances exist which
indicate that an industry in the United States would not be threatened
with material injury if‘the antidumping finding concerning electric golf

cars from Poland were revoked.

Background

On February 5, 1980, the U.S. International Trade Commission instituted
investigation No. AA1921-147A under secétion 751 of the Tafiff Act of
1930 by publishing notice in the Federal Register (45 F.R. 9829). The
purpose of the investigation is to determine whether changed circumstances
exist which indicate that an industry in the United States would not be
threatened with material injury if the antidumping finding concerning
electric golf cars from Poland were revoked.

On September 16, 1975, the Commission determined by majority vote
that an industry-in the United States was being injured by reason of the
importation of electric golf cars from Poland that were being, or were

likely to be sold at less than fair value within the meaning of the

1/ The determinations of Chairman Bedell and Commissioners Moore and Stern
were as noted above. Commissioner Moore made a negative determination in the
1975 case involving golf cars imported from Poland. Although Commissioner
Moore finds that circumstances have changed for the domestic industry since
1975, he reaffirms his earlier determination by finding that the domestic
industry is not threatened with material injury by reason of imports sold or
likely to be sold at less than fair value. Vice Chairman Alberger determined
that changed circumstances exist and an industry in the United States would
not be threatened with material injury if the antidumping finding concerninlg
electric golf cars from Poland were revoked. Commissioner Calhoun determined
that an industry in the United States would not be threatened with material
injury if the dumping finding concerning golf cars from Poland were revoked.



Antidumping Act, 1921. The Department of Treasury published a finding of

dumping in the Federal Register on November 18, 1975 (40 F.R. 53383). On

August 6, 1979, an application for review of the Commission's prior
determination was filed with the Commission by Melex, USA, in accordance with
the then extant Rules. Melex, USA, is a wholly owned subsidiary of Pezetel,
the Poldsh state-trading organization for the subject golf cars, and has

been the exclusive importer of the product since 1975.

On October 2, 1979, the Commission published a notice in the Federal
Register inviting public comment on the question of whether the Commission
should conduct a review of the determination. Comments were received from
5 interested parties. After considering the application and comments, the
Commission voted on January 30, 1980, to institute an investigation pursuant to
section 751 of the Tariff Act of 1930 and section 207.45 of the Rules. In
connection with the investigation, a public hearing was held on April 16, 1980.
According the the Rules of Practice and Proceedure, the Commission must
render its determination within 120 days after institution, or in this case,
by May 28, 1980.

In arriving at its determination, the Commission has given due consider-
ation to the information provided by the administering authority, to all
written submissions from interested parties, and information adduced at the
hearing and obtained by the Commission's staff from questionnaires, documented
personal interviews, and other sources, all of which have been placed

on the administrative record of this investigation.



UNITED STATES iNTERNATIONAL TRADE COMMISSION
i -Washington, D.C. . ,

- ELECTRIC -GOLF. CARS FROM POLAND
Notice of Receipt of Application for Review of Determination of Injury
Under the Antidumping Act, 1921, as Amended,
and Request for Public Comments

The United States International Trade Commission is in receipt of an

application for review of its determination of injury in Electric Golf Cars

from Poland, investigation No. AA]921—]47 underbthe Antidumping Act, 1921, as
amendéa. On September 16, 1975, the Commission, Coﬁmissioner Moore
dissenting, determined that an industry invthe United States is being injured
by reason of the importat;on of‘electric golf cars that are being, or are

I .
likely to be, sold at less than fair value within the meaning of the
Antidumping Act, 1921, as amended. | | ”

The instant application for review is brought by Melex USA, Inc.,

(""Melex") pursuant to section 207.5 of the Commissions's Rules of Practice and

Procedures (19 CFR 207.5). vMélex alleges that changéd circumstances exist

which indicate tﬁat, if tﬁe finding of dumping issued by the Secretafy of the
Treasury were modified of revoke&, an industry in the United States would not
likely be injured, or be prevented from being established, by reason of’ the i
importatibn inéo the United States of golf cars from Poland at less than fair
value within the meaning of the Antidumping Act, 1921, as amended. Melex,

therefore, requests that the Commission institute an investigation concerning

the review of its September 16, 1975, determination in investigation No.

AA1921-147.
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The final action of the B;cretary of the Treasury in in'vesti.gati'on
No. AA1921-147. was taken on No‘vember ].é,‘ 1975 (40 F.R. 53383). Section
207.5(¢) of the Commission'a rylas provides that "in the event that two years
have elapsed since the final action of the Secretary of the Treasury, the
Commission shall publish a notice of having received an application for review

in the Federal Register, inviting public comments on the question of whether

the Commission should conduct a review.'" (19 CFR 207.5(c)). Public comments,
therefbre, are requested as to whether the Commission should conduct the
review which Melex has requested. Comments should be in writing and should be
directed to the Secretary, U.S. International Trade Commission, 701 E Street,
N.W., Washington, D.C. 20436. Comments will be considered by the Commission
if received no later than 30 days following the date of publication of this

notice in the Federal Register.

Copies of the nonconfidential version of the application of Melex
USA, Inc., for institution of an investigation pursuant to 19 CFR 207 5 to
review the Commission's determination under section 201(a) of the Antidumping

Act, 1921, as amended, in Electric Cars From Poland (investigation No.

AA1921-147), and the Commission's report in investigation No. AA1921-147
(USITC Pubication No. 740) are available for public inspection in the Office
of the Secretary of the Commission.

By order of the Commission.

enneth R.
Secretary

Issued: OCtpber 2, 1979



STATEMENT OF REASONS OF CHAIRMAN CATHERINE BEDELL
AND COMMISSIONER GEORGE M. MOORE

On February 5, 1980, the U.S. International Trade Commission instituted
review investigation No. AA1921-147A under section 751 of the Tariff Act of
1930. The purpose of the investigation is to determine whether changed
circumstances exist which indicate that an industry in the United States would
not be threatened with material injury if the antidumping finding concerning

electric golf cars from Poland were revoked.

The domestic industry

In this investigation, we have conciuded that the appropriate domestic
industry against which the threat of material injury from imports of electric
golf cars from Poland should be measured ;onsists of the facilities in the
United States producing both gas and electric golf cars. Currently there are
12 known golf car producers in the United States.

Our finding concerning the composition of the appropriate domestic
industry is based on section 771(4) of the Tariff Act of 1930 (19 U.S.C.
1677(4)). Section 771(4)(A) defines the term "industry' to mean the domestic
producers of a "liké product," which is in turn defined in section 771(10) as
“"a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation under

this title."

Less than-fair-value sales

On June 11, 1975, the Department of the Treasury determined that electric
golf cars from Poland were being sold at less than fair value (LTFV). In its
investigation, Treasury examined 100 percent of the golf car entries from

Poland during a 10-month period from December 1, 1973, to September 30, 1974.3
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Weighted average dumping margins of 20.9 percent and 21.0 percent were found
for 3 and 4—wheel cars, respectively. On September 16, 1975, the Commission
determined that an industry in the United States was being injured by these
LTFV sales of golf cars from Poland. 1}/ After this determination was made,
U.S. customs officials liquidated gol»f car entries from Poland for the period
March 1975-July 1976. During this period, the average dumping margin for 3-
and 4-wheel cars was only 3.5 percent. Because of difficulties in assessing
the foreign market value of Polish golf cars, no entries have been 1liquidated
since 1976. However, according to officials of the U.S. Department of
Commerce, which became the administering authority in antidumping proceedings
on January 1, 1980, there have apparently been no dumping margins

on sales made subsequent to September 1978. 2/

The competitive coundition of the domestic industry

With respect to the question of the competitive condition of the domestic
industry, we find it appropriate to consider those factors set forth in
section 771 of the Tariff Act of 1930, namely, among other factors, the volume
of imports of the merchandise subject to the investigation, the price effects
of such imports, and the impact of such imports on the affected U.S. industry.

The volume of imports.--U.S. imports of golf cars from Poland declined

from 9,982 units in 1975 to 5,220 units in 1979, or by 48 percent. 3/ The
- ratio of imports from Poland to apparent U.S. consumption of golf cars

declined by an even greater percentage over the same period.

1/ In this investigation, Commissioner Moore determined that an industry in
the United States was not being injured and was not likely to be injured.

2/ See May 9, 1980, letter addressed to Honorable Catherine Bedell,
Chairman, International Trade Commission signed by John D. Greenwald, Deputy
Assistant Secretary for Import Administration, U.S. Department of Commerce. A
copy of the letter is presented in appendix C of the repert.

3/ See p. A-27 of the report. :
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Price effects of imports.--The price information collected by the
Commission for 1977-79 indicates that the price paid for Melex cars by their
dealers and ditributors was consistently lower than the weighted average
prices of U.S. producers' golf cars to their distributors and dealers. 1In
1977, the price of the Melex 3-wheel car was 11 percent below the weighted
average unit price of domestic 3-wheel electric cars; by 1979, the margin of
underselling increased to 13 percent. l/ In 1977, the price of the Melex
4-wheel car was 7 percent below the weighted average unit price of domestic
4-wheel electric cars by 1979; the margin of underselling had increased to 11
percent. 2/ According to officials of the Department of Commerce, the margins
of upderselling since September 1978 were not the result of dumping.

It should also be noted that the margins of underselling do not reflect
the entire competitive situation. The price data used in these comparisons do
not reflect either the differing levels of support services (e.g., marketing
services, financial assistance, inventory control plans, and training
programs) or the differing warranties offered by U.S. producers and Melex,
USA, the exclusive importer of golf cars from Poland, to their dealers and
distributors. If these factors were considered, we believe the apparent
competitive advantage of the imported car would be reduced. Moreover, it
appears that the price of the imported product has had a minimal e ffect on
U.S. producers' prices. During the period 1977-79, U.S. producers' weighted
average prices for golf cars increased at a faster rate than prices for Melex
cars. U.S. producers' weighted average prices for 3- and 4-wheel electric

cars increased by 12.8 percent and 17.2 percent, respectively, from 1977 to

1/ See p. A- 290f the report.
2/ 1bid.



6
1979, whereas the weighted average prices for Melex 3- and 4-wheel cars
increased by only 11.3 and 11.2 percent, respectively. l/

Impact of imports on the affected industry.--Section 771 of the act

instructs the Commission to examine, with respect to the impact of imports on
the domestic industry, all relevant economic factors including, but not
limited to, actual and potential decline in output, sales, market share,
profits, productivity, return on investments, utilization of capacity, factors
affecting domestic prices, and actual and negative e ffects on cash flow,
inventories, employment, wages, growth, ability to raise capital, and
iovestment. The Commission received questionnaire responses on the
above-mentioned factors from firms believed to account for about 95 percent of
produétion and shipments of golf cars.

U.S. production of golf cars increased from 45,000 units in 1975 to
53,000 units in 1979, or by 18 percent. 2/ Similarly, U.S. producers’
domestic sales and leases of golf cars increased from 44,000 units in 1975 to
51,000 units in 1979, or by 16 percent. 3/ In additiom, although they have
been at relatively low levels, U.S. producers' exports of golf cars more than
doubled. The absolute quantity of U.S. producers' inventories of golf cars
has increased over the period under consideratiom, however, inveutory levels
have been low. The ratio of inventories to sales increased only slightly,
from 2.5 percent in 1975 to 3.5 percent in 1979. 4/

Capacity utilization for the golf car industry increased substantially,
rising by 37 percent from 1975 to 1979. 5/ Moreover, during the same period,
a leading U.S. producer of electric cars increased its capacity by 50 percent,

and two new producers of electric golf cars euntered the market.

1/ See p. A-39 of the report.
2/ See p. A- 8 of the report.
3/ See p. A-17 of the report.
4/ See p. A-22 of the report.
5/ See p. A-19 of the report.



Available data on employment in the golf car industry is.somewhat sketchy
for 1975-77; thus, the resulting increases for the period under consideration
are overstated. However, the trends are nonetheless clearly positive for all
factors relating to employment. During 1975-79, the available data indicate
that the average number of all employees in U.S. establishments producing golf
cars increased by over 80 percent, while the average number of all production
and related workers increased by over 150 percent. 1/ 1In addition, aggregate
wages paid to, and man-hours worked by, all production and related workers
increased by over 30 pefcent. 2/

During 1975-79, U.S. golf car producers' net operating profits increased
by over 190 percent, while the ratio of net operating profit to net sales
incréased by over 45 percent. 3/ In addition, despite sharply increasing
inflation rates, the ratio of the cost of goods sold to net sales declined
slightly. It should also be noted that during this period, the problems
experienced by Harley-Davidson during 1975-77 in attempting to introduce a new
electric golf car has had a continuing negative impact on the aggregate
figures for the golf car industry's profitability. 4/

Only one U.S. golf car producer has made specific allegations of sales or
leases lost to Melex cars because of price or the terms of the lease.

However, in 25 of the 42 instanges where the staff could confirm that a firm
did in fact purchase or lease Melex cars during 1976-79, the firms stated that
price was not their primary consideration in selecting Melex cars over the
comparable domestic models. Of these firms, 18 indicated that their decisioms
were based primarily on the quality of the imported car and the service

provided by the Melex dealer. Price was not mentioned as a factor. The

1/ See p. A-20 of the report.
2/ Ibid. . 7
3/ See p. A-24 of the report.
4/ See p. A-25 of the report.



remaining seven firms indicated that while the price of the Melex car was a
factor affecting their decisions, the quality of the car and the service
provided were at least as important a consideration as price, if not more

80. l/

Likelihood of material by reason of LTFV imports from Poland

As previously noted, the condition of the U.S. golf car industry has
improved substantially since the Commission's earlier determination of injury
by reason of LTFV imports of electric golf cars from Poland, and this
improvement occurred despite sustained competition with the lower-priced Melex
cars.

There are also a number of considerations which diminish the 1ikelihood
of material injury by reason of imports which may be sold at LTFV in the
future. While the price paid for Melex cars has been consistently lower than
the weighted average prices paid for the comparable domestic cars, there have
apparently been no dumping margins on the imported product since September
1978. Thus, Pezetel, the Polish state-trading organization for golf cars, has
demonstrgted that it is able to undersell domestic producers without resorting
to sales at less than fair value. Moreover, in its at;empts to verify
allegations of lost sales, the staff has also confirmed that a significant
segment of the golf car market is not price semsitive. In addition, the price
 paid for Melex cars f.o.b. Poland typically represents less than 50 percent of
the final price of the golf car to the end user. 2/ Thus, it is clear that
Pezetel has little incentive to resume selling Melex cars at less than fair

value. Melex, USA, has also given the Commission assurances that its annual

1/ See p. A-4]1 of the report.
2/ See transcript of Apr. 16, 1980, hearing at p. 58.



imports of golf cars from Poland will not exceed an average of 8,000 cars
through 1985, and that Melex, USA, will not knowihgly sell its product for
less than "foreign market value' under the regulation for determining foreign
market value. 1/ According to officials of Melex, U.S.A., the WSK factory
where Melex Cars are produced has an annual productioﬁ capacity of 10,000 gblf
years. This was also the production capacity which was approved by the U.S.
customs 6fficials and used in the Spanish cost study. 2/ Assuming that
apparent U.S. gdlf car consumption during this period remains relatively
unchanged from the 1979 levels, the assurance on the volume of imports
effectively limits the subject imports' share of the U.S. market to a level
lower than the average market share held by Melex cars during 1975-79. If the
Poles were to maximize their capacity, the'import's share of the U.S. market
would only be slightly higher than the average market share for 1975-79.

Thus, the possibility of a sudden influx of imports from Poland is minimized.

Conclusion

After considering the information herein discussed, Chairman Bedell
concludes that changed circumstances exist which indicate that an industry in
the United States would not be threatened with material injury if the finding
of dumping concerning electric golf cars from Poland were revoked.

Commissioner Moore concludes that changed circumstances, as well as
circumstances existing at the time of the earlier investigation, support a
determination that an industry in the United States would not be threatened
with material injury if the finding of dumping concerning electric golf cars

from Poland were revoked.

1/ See transcript of Apr. 16, 1980, hearing at p. 33.
2/ See U.S. customs service's verification of the factors of production used
in the manufacture of golf cars in Poland, section B (7).
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STATEMENT OF REASONS OF VICE CHAtRMAN BILL ALBERGER AND
COMMISSIONER MICHAEL J. CALHOUN

This review proceeding is the first to come before the Commission under
the new section 751(b) of the Tariff Act of 1930 (19 U.S.C. 1675(b)). Section
751(b) authorizes the Commission, under certain circumstances, to review final
material injury determinations. Similar authority was exercised by the
Commission under its regulations before the enactment of the Trade Agreements
Act of 1979. Upon a careful reading of section 751, the legislative history
and other relevant materials, and in'comparison with past Commission review
determinations, it seems clear that this new provision is not merely an
enactment into law of existing Commission practice. Thus, new questions of
statutory interpretation are presented in this proceeding.

On August 6, 1979, before the effective date of Title VII of the Tariff
Act of 1930, Melex, U.S.A. Inc., an importer, filed with the Commission a
request for a review of an outstanding dumping order. 1/

On October 11, 1979, the Commission published a notice in the Federal
Register 2/ inviting public comment on the question of whether the Commission

should conduct the review requested by Melex. 3/ After consideration of the

1/ Melex is the exclusive importer of electric golf cars from Poland. Those
golf cars imported into the United States are subject to an outstanding
antidumping order issued by the Secretary of Treasury on November 18, 1975
following the Commission's September 16, 1975 determination of injury. Melex
cited as the authority for its request the then applicable section 207.5
(19 CFR 207.5) of the Commission's Rules of Practice and Procedure (Rules).
Section 207.5(a) provided: '"The purpose of an investigation by the Commission
to review a determination that has been made under section 201(a) of the
Antidumping Act, 1921, as amended, is to determine whether changed
circumstances exist which indicate that, if the finding of dumping issued by
the Secretary of the Treasury were modified or revoked, an industry in the
United States would likely be injured, or prevented from being established, by
reason of the importation into the United States of the relevant merchandise
at less than fair value within the meaning of the Antidumping Act, as amended."

2/ 44 F.R. 58817. 10

3/ Section 207.5(c)-(£f) governed the procedure to be followed by the
Commission .in review proceedings, including the method of institution, public
hearing, written statements and notification of the determination.
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request and the public comments, the Commission on January 30, 1980, voted
pursuant to section 751 and section 207.45 of the Rules to institute an

investigation to review its September 16, 1975 determination. 1/

Statutory Framework

Section 751(b)(1) provides in relevant part:

"Whenever the...” Commission receives...a request for

the review of an affirmative determination made under section...

735(b), which shows changed circumstances sufficient to warrant a

review of such determination, it shall conduct such a review after

publishing notice of the review in the Federal Register.' 2/

In implementing section 751 with respect to this proceeding, the
Commission is required to perform two acts. First, it must decide that the
request for review 'shows changed circumstances sufficient to warrant a
review,'" and, second, the Commission must "conduct such a review' after
publishing notice. It is implicit in the Commission's institution of this
review, pursuant to its Notice of Investigation and Hearing of February 13,
1980, that the first statutory criterion has been satisfied. 3/

Section 751, however, provides no specific standard on its face for
conducting a review of an affirmative Commission determination in dumping

investigations. In reviewing suspensions of investigations under section 704

and 734, we are compelled by section 751(b) to consider "whether, in light of

1/ Chairman Bedell and Commissioners Moore, Alberger and Stern participated
in the vote. |

2/ Section 106(a) of the Trade Agreements Act of 1979 repealed the
Antidumping Act of 1921 but provides that findings in effect on the effective
date of the 1979 Act shall remain in effect "subject to review under section
751 of the Tariff Act of 1930." The Commission may not review a determination
under section 735(b) less than 24 months after the date of publication of the
?ogici)of the determination, except for good cause shown. (19 U.S.C. 1675

b)(2)).

3/ The Notice states: "On the basis of the application and the public
comments, the Commission, by action of January 30, 1980, voted to institdle an
investigation pursuant to section 751 of the Tariff Act of 1930 and section
207.45 of the Rules of Practice and Procedure." 45 F.R. 9829.
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changed circumstances' certain agreements reached "continue to eliminate
completely the injurious effects of imports of merchandise." But with respect
to final Commission determinations in antidumping and countervailing duty
investigations, the statute contains no standard for review nor any specific
reference to factors to be considered upon review, such as those enumerated in
section 771(7) of the Tariff Act of 1930. 1/ While there is no
cross-reference to section 771(7), that section eriumerates certain factors
that are relevant to our determination here.

In considering the basis on which to conduct such a review, in the
absence of specific statutory guidance, we have looked to the legislative
history of section 751 and to the Agreement on Implementation of Article VI of
the General Agreements on Tariffs and Trade (Antidumping Agreement), which is
implemented by sections of subtitles B and C of Title VII of the Tariff Act of
1930.

The legislative reports provide little guidance. The reports of the
Senate Committee on Finance 2/ and the House Committée on Ways and Means 3/
merely paraphrase or repeat language of the statute. The Statements of.
Administrative Action, as well, only echoes the 1anguége of the statute. 4/

Both the House and Senate Reports do refer to past Commission practice, but

1/ 19 u.s.C. 1677(7). There is even a difference with regard to specificity
between section 751(b) and 751(a) (relating to the administering authority's
periodic reviews of the amount of net subsidies and antidumping duties).

2/ Trade Agreements Act of 1979: Report of the Committee on Finance...,
S. Rept. No. 96-249 (96th Cong., lst Sess.), 1979, pp. 79-8l. (Hereinafter
Senate Report).

3/ Trade Agreements Act of 1979: Report of the Committee on Ways and
Means..., H. Rept. No. 96-317 (96th Cong., lst Sess.), 1979, pp. 71 72.
(Hereinafter House Report).

4/ Trade Agreements Act of 1979: Statements of Administrative Action, H.
Doc. No. 96-153, Part II (96th Cong., lst Sess.), 1979, p. 429.

12
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they do so only by way of historical comment and without specifically
approving it or indicating that the new law would be a codification of that
practice. 1/

Although neither Committee in its report specifically addressed the
purpose for review by the Commission under section 751(b), considering that
Title VII is intended to implement the Antidumping Agreement and the Agreement
on Interpretation and Application of Articles VI, XVI, and XXIII of the
General Agreement on Tariffs and Trade (Subsidies Agreement), an examination
of the relevant parts of these two agreements helps to clarify the
Commission's role.

Both the 1967 Antidumping Agreement 2/ and the current Antidumping
Agreement contain a provision concerning the permissible duration of
antidumping duties. According to Article 9 of the Antidumping Agreement,

"l. An antidumping duty shall remain in force only so
long as and to the extent necessary to counteract
dumping which is causing injury.

2. The investigating authorities shall review the need
for the continued imposition of the duty, where
warranted, on their own initiative or if any
interested party so requests and submits positive
information substantiating the need for review."

The Subsidies Agreement contains similar language. 3/

Views concerning the need for such limitations on the duration of
antidumping duties were heard by both Committees in their consideration of the
Trade Agreements Act of 1979. One view was expressed to the Committee on Ways
and Means as follows:

"Although we are not defending dumping, on the benefit

side dumping represents lower prices to consumers, results
in more competition and improved industrial performance,

and acts as an anti-inflationary mechanism of price
control.

[u Y
§ §)

1/ Senate Report at p. 79. House Report at p. 71.
v 2/ At Art. 9. It should be noted, however, that the Congress never
implemented the 1967 Antidumping Agreement.

3/ At Art. 4:9.
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The Antidumping Code contains no explicit provision for
the termination of findings of dumping and the lifting of
dumping duties. Both the IAC (Article 9(a)) and, we
understand, the subsidies code contain provisions which
would require that antidumping or countervailing duties
remain in force only so long as, and to the extent
necessary to counteract, the dumping or subsidization
wh1ch is causing material injury.... Furthermore /we
urge/ that conforming changes be made to U.S. ant1dump1ng
law, and procedures established to provide for a review
process initiated by either government investigating
authorities or by interested parties. Our submission is
based on the premise that because trade policy must
reflect the necessary balance between the free movement of
goods, with its consequent benefits, and protection of
domestic interests, dumping duties should be imposed only
when material injury to the domstic industry has been
found to exist. Thus, when that material injury no longer
exists, dumping duties should no longer be

necessary.(Emphasis added) 1/

Even those not wholly supportive of limiting the duration of antidumping or
countervailing duties recognized the thrust and clear requirement of the new

Agreement:

"If an injury test is required, it is essential that U.S.
petitioners be protected from frequent review of injury
determinations. Normally, there should be no such review

~in less than three years. To obtain a review in a shorter
period of time a directly interested party should be
required to demonstrate positively that no evidence of
injury exists and that there is no likelihood that injury
will recur in the foreseeable future.' 2/

. Thus, in enacting section 751, the Congress considered and fulfilled
commitments undertaken by this country in signing the Antidumping and Subsidy
Agreements.

Giving due consideration to the language on the face of section 751, the
legislative history, and the international agreements on which this section is

based, it is not difficult to arrive at a reasonable standard for review under

1/ Statement of Robert McElwaine for the American Imported Automobile
Dealers Association before the Committee on Ways and Means, April 27, 1979,
pp. 516 and 517.

2/ Statement of Charles Carlisle for the Ad Hoc Subsidies Coalition et al.
before the Committee on Finance, February 22, 1979, p. 83.
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section 751. The fundamental objective in reviéw under this provision, then,
is to satisfy the policy that where there is no material injury, threat
thereof, or material retardation of the establishment of an industry, anti-
dumping duties should ﬁot be applied. Consequently, the Commission's task
under section 751 is to view the relevant facts and circumstances as they
currently exist to determine whether an industry in the United States would
suffer material injury, or the threat thereof, or whether the establishment of
an industry would be materially retarded if the existing antidumping duty
order

were not in effect.

The Domestic Industry

The appropriate domestic industry with respect to which we must apply the
standard discussed above is the domestic golf car industry including producers
of both gas and electric golf cars. Section 771(4)(A) of the Tariff Act of
1930 1/ defines the term "industry" to mean the domestic producers of a "like
product" and section 771(10) 2/ defines "like product" as " a product which is
like, or in the absence of like, most similar in characteristics and uses with
the articles subject to an investigation." |

The physical appearance and the production process of gés and electric
golf cars is very similar. The major difference is that final assembly of gas
cars requires addition of an engine and gas tank while assembly of electric
cars requires addition of an electric motor and batteries. Producers that
ﬁanufacture gas and electric cars employ the same personnel and share the same
facilities for production of both types of cars. Gas an& electric golf cars

serve the same purpose although both have advantages and disadvantages which

15

1/ 19 U.S.c. 1677(4)(A).

2/ 19 U.s.C. 1677(10).
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purchasers recognize and weigh according to their specific needs. 1/
Therefore, gas golf cars are considered 'like" electric golf cars and should

be considered part of one industry.

Competitive Condition of the Industry

The U.S. golf car industry is currently able to meet competition from
Polish golf cars. Certain developments have contributed to the overall
competitive condition in the industry. To begin with, changes in the
composition of the industry have resulted in a greater concentration of
production among fewer firms. In 1975 2/ there were 13 golf car producers, 6
of which accounted for over 90 percent of production. 3/ By 1979 there were
12 producers but only 3 firms, E-Z-Go, Harley Davidson, and Club Car accounted
for over 90 percent of production. 4/ 1In addition, there was significant
read justment within the industry between 1974 and 1979. During that period,
six producers left the market, two domestic firms began production and three
producers changed ownership. 5/.

A second development is the evolution of new marketing strategies. Among
the most significént is the trend of some U.S. producers toward establishing
factory-owned dealerships to selL and service their products rather than
relying_on independent distributors and dealers. Confidential information
received by the Commission indicates that firms using factory-owned

dealerships have met with greater financial success than their competitors. 6/

1/ Commission Report, A-2 - A-3.

2/ The use of 1975 data in this opinion is not meant to suggest that section
751 requires that the period of the review begin immediately after the
Commission's orginal determination. Each Commissioner, as in every
investigation, must choose the period he or she considers to be most
appropriate.

3/ Report at A-7.

4/ Tbid.

5/ Report at A-7 and A-9.

6/ Report at A-26.

16
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Because most of the relevant information is confidential, our discussion is

necessarily limited. However, one important factor in this trend toward

factory-owned dealerships is the»elimination of the middleman. Profits of
factory-owned dealerships do not have to be as high as those required to keep
independent dealers in business, therefore factory outlets are able to offer
golf car buyers more competitive prices and are thus able to increase their
sales. 1/ Although the majority of domestic golf cars are still sold through
independent dealers, the share sold by factory-owned dealerships is increasing
rapidly. 2/ |

During the last two years, total U.é. production and capacity utilization
recovered from the low levels of 1975 and 1977. Both followed the same trend,
increasing substantially between 1977 and 1978 and then declining slightly
from the 1978 level in 1979. Total domestic production was 46,948 units in
1977, 53,845 units in 1978 and 52,889 units in 1979. Capacity utilization
increased from 41.8 percent in 1977 to 51.9 percent in 1978 and then declined
to 50 percent in '1979. 3/ U.S. producers' domestic sales and leases and
apparent U.S. consumption increased each year from 1977 to 1979. 4/ With
regard to each of the above factors, the 1978-1979 levels surpassed previous
industry performance.

While much of the information regarding employment, wages and man-hours
worked is confidential, the daﬁé generally supports the conclusion that the
condition of the domestic golf car industry is good despite sustained

competition with electric golf cars from Poland. Employment has steadily

1/ Report at A-12.

2/ 1bid.

3/ Report at A-27. :

4/ Report at A-41. 17



18

increased since 1975. Wages have increased from 1975 to 1979, with the
exception of a decline in 1977, and wages paid during 1978 and 1979 are
substantially higher than those for 1975-1976. Total man-hours worked also
reached a low point in 1977, but rebounded in 1978 and 1979.

Between 1975 and 1979, U.S. golf car producers' net operating profits
increased by over 190 percent, while the ratio of net operating profit to net
sales increased by over 45 percent. In addition, despite sharply increasing
inflation rates over this period, the ratio of the cost of goods sold to net
sales declined slightly. The problems experienced by Harley-Davidson during
1975-77 in attempting to introduce a new electric golf car have had a
continuing negative impact on the aggregate figures for the golf car
industry's profitability. 1/

In addition to continued imports from Poland, imports from Japan entered
the U.S. market in 1978, and the decline in Polish imports from 9,810 units in
1978 to 5,220 units in 1979 was offset by the increése in Japanese imports.
Thus, the industry performance has been competitive despite a substantial
increase in both the quantity of total imports and the ratio of imports to
consumption.

With respect to price,binformation collected by the Commission for
1977-79 indicates that ﬁhe price paid for Melex cars by their dealers and
distributors was consistentlyvlower than the weighted average prices of U.S.
produced golf cars to their distributors and dealers. 1In 1977, the price of
the Melex 3-wheel car was 11 percent below the weighted average unit price of
domestic 3-wheel electric cars; by 1979, the margin of underselling increased

to 13 percent. 2/ 1In 1977, the price of the Melex 4-wheel car was 7 percent

1/ Report at A-25 18
2/ Report at A-29.
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below the weighted average unit price of domestic 4-wheel electric cars. By
1979 the margin of underselling had increased to 11 percent. 1/ According to
officials of the Department of Commerce, the margins of underselling since
September 1978 were not the result of dumping.

An important factor in this determination is that the margins of
underselling do not reflect the entire competitive situation. The price data
used in these comparisons do not reflect either the differing levels of
support services (e.g., marketing services, financial assistance, inventory
control plans and training programs) or the differing warranties offered by
U.S. producers and Melex, USA, to their dealers and distributors. If these
factors were considered, we believe the apparent competitive advantage of the
imported car would be reduced.

In this connection, many golf car purchasers do not appear to consider
price the primary factor in making their purchasing decisions. Both the
Commission Report and the testimony given at the public hearing emphasize that
price in many cases is not the most significant consideration given to golf
car purchases. g/ Fleets of golf cars are most often acquired by owners of
both public and private golfing establishments as a'means to generate
additional profits. Golf car rental not only provides a source of revenue in
itself, buf also speeds up play, thereby allowing golf clubs to facilitate
larger memberships and to collect additional greens fees through accommodation
of more players. Because of this profit-generating role, quality and

serviceability are primary concerns.

1/ Ibid.
2/ Report at A-13, Hearing Transcript at 52-53.

19
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Moreover, it appears that the price of‘the imported product has had a
minimal effect oh U.S. producers' prices. During the period 1977-1979, U.S.
producers' weighted average prices for golf cars increased at at faster rate
than prices for Melex cars. U.S. producers' weighted average prices for 3-
and 4-wheel electric cars increased by 12.8 percent and 17.2 percent,
respectively, from 1977 to 1979. In contrast, the weighted average prices for
Melex 3- and 4-wheel cars increased by only 11.3 percent and 11.2 percent,
respectively. 1/

The limited influence of pricg as a factor in purchasing golf cars is
borne out by the lost sales experience of the domestic industry. Only one
golf car producer made specific alleggtionsbof sales or leases lost to Melex
cars because of price or the terms of the lease. However, in 25 of the 42
instances where the staff could confirm a purchase or lease of Melex cars
between 1976 and 1979, the firms stated that price was not their primary
consideration in selecting Melex cars over the comparable domestic models. Of
these firms, 18 indicated that their decisions were based primarily on the

quality of the imported car and the service provided by the Melex dealer. 2/

Conclusion

Considering the factors which indicate the strength of the industry,
particularly the strong evidence that price is not necessarily the most
important consideration in making purchases of golf cars, we conclude that the
domestic golf car industry would not suffer material injury nor threat of
material injury if the existing antidumping duty order were no longer in

effect.

20

1/ Report at A~29 and 39.
2/ Report at A-41.
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VIEWS OF COMMISSIONER PAULA STERN

The condition of the U.S. golf car industry has improved sub-
stantially since the Commission's earlier determination of injury by
reason of less-than-fair-value (LTFV) imports of electric golf cars from
Poland, and this improvement.occurred despite sustained competition with
the lower-priced Melex cars. ;j The improvement in the industry's
profits appears to have been restrained by a single producer's poor per-
formance which was unrelated to the Polish imports. In fact, imports
from Poland declined from 1978 -to 1979. Apparently, the subject imports
have not been the source of any problem for the domestic industry during
a period when materially injurious LTFV sales werevnot possible due to
statutory relief. Pezetel has not exhibited any tendency to sell Melex
cars at LTFV margins since September 1978 and has no incentive to begin
doing so should the statutory relief be removed. Therefore, I have con-
cluded that an industry in the United States would not be threatened with
materi#l injury if the finding of dumping concerning electric golf cars

from Poland were revoked.

The review investigation’

On February 5, 1980, as a result of a petition by Melex USA, Inc.,
the U.S. International Trade Commission instituted the present investi-
gation to determine whether changed circumstances indicate that an industry

in the United States would not be threatened with material injury if the

_l/ Melex USA, Inc. is a wholly-owned subsidiary of Pezetel, the
Polish state-trading organization for the subject golf cars. 21
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antidumping finding (and duties) on electric golf cars from Poland
were revoked.

This matter haé a long and complicated history. On June 11,
1975, the Department of the Treasury determined that electric golf cars
from Poland were being sold at less than fair value., 1In 'its
investigation, Treasury examined 100 percent of the golf car entries
from Poland during a ten-month period from December 1, 1973, to
September 30, 1974. Weighted average dumping margins of 20.9 percent
and 21.0 percent were found for three- and four-wheel cars, respectively.
On September 16, 1975, the Commission determined, under the provisions
- of the Antidumping Act of 1921,‘that an industry in the United States
was being injured by these LTFV sales of electric golf cars from Poland. 2/
Since this finding, U.S. Customs sfficials liquidated golf car entries
from Poland for the period March 1975-July 1976. During this period,
the average dumping margin for three- and four-wheel cars waé only 3.5
percent. Due to difficulties in assessing the foreign market value of
Polish golf cars, there have been no duties assessed on
Melex cars since 1976. 3/ The U.S. Department of Commerce, the
administering authority in antidumping proceedings since January 1, 1980,

estimates that there have ‘been no LTFV sales since September 1978. 4/

2/ Chairman Leonard, Vice Chairman Minchew, Commissioners. Bedell,
Parker, and Ablondi voted in the affirmative. Commissioner Moore voted

in the negative. See Electric Golf Cars from Poland, Inv. No. AA-1921-147,
USITC Pub. 740 (1975).

3/ No entries have been liquidated since 1976.

4/ See May 9, 1980 letter from John D. Greenwald, Deputy Assistant
Secretary for Import Administration, U.S. Department of Commerce, addressed

to Hon. Catherine Bedell, Chairman, USITC. The text is reproduced at 22
Appendix C of the accompanying staff report (Report). ’



Standards for review

. §
This review has been conducted under the provisions of Section

751(b) of the Tariff Act of 1930. é/ The statute is written in general

terms. The relevant portion is:

(b) REVIEWS UPON INFORMATION OR REQUEST.--

(1) 1IN GENERAL.--Whenever the administering authority

or the Commission receives information concerning, or

a request for the review of, an agreement accepted

under section 704 or 734 or an affirmative determina-

tion made under section 704(h)(2), 705(a), 705(b),

734(h) (2), 735(a), or 735(b), which shows changed
circumstances sufficient to warrant a review of such
determination, it shall conduct such a review after
publishing notice of the review in the Federal Register. 6/

The statute is not informative as to the precise determination that is
to be made, the criteria to-be analyzed in conducting such a review, the
deadline within which the Commission must act, or even whether '"material

injury is the standard for reviewing determinations made under the

5/ - See 19 U.S.C.A. 1675 (1980). Sec. 751 was added to the Tariff

Act by the Trade Agreements Act of 1979, 93 Stat. 175. Section 106(a) of
the latter Act makes Sec. 751 applicable to affirmative injury determina-
tions made under the Antidumping Act, 1921.

6/ Because more than four years have elapsed since the original Commis-
sion determination, the limitation on the period for review found in Sec~
tion 751(b)(2) is not a constraint. In passing, I note that the limitation
provision -~ establishing a presumably more stringent standard to obtain a
review if less than two years have lapsed since an affirmative determination
-~ applies only to the question of instituting a review. Sec. 751(b)(2)
states:

LIMITATION ON PERIOD FOR REVIEW.--In the absence of
good cause shown--. . . the Commission may not review
a determination under section 705(b) or 735(b) . . .
less than 24 months after the date of publication of
notice of the determination or suspension.

23
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Antidumping Act of 1921, The legislative history offers no addi-

tional guidance on these subjects 7/ and I have not found any useful
precedents. This is the first review conducted under Section 751 of

the Tariff Act of 1930 and Section 207.45 of the Commission rules. Im-
plementation of any statute involving an investigation requires explicit
standards and detailed procedures. By framing Section 751 in such a
general fashion, the Congress left to the Commission the task of formu-
lating such standards and procedures. The present standards for initial
antidumping investigations are enumerated in Section 771 of the Tariff
Act, and I find these criteria in the absence of any statutory guidance
to the contgary equally appropriate for review investigations.

The Commission is directed by Section 771 of the Tariff Act to
consider, among other factors, the volume of imports of the merchandise
subject to the investigation, the price effects of such imports, and the
impact of such imports on the affected U.S. industry. In assessing im-
pact, the Commission is instructed to examine all relevant economic
factors including, but not limited to, actual and potential decline in
output, sales, market share, profits, productivity, return on invest-
ments, utilization of capacity, factors affecting domestic prices, and
actual and negative effects on cash flow, inventories, employment, wages,

‘growth, ability to raise capital, and investment.

7/ See Committee on Ways and Means, Trade Agreements Act of 1979,
H.Rept. No. 96-317, 96th Cong., lst Sess. (1979) at 71-72, and Committee
on Finance, Trade Agreements Act of 1979, S.Rept. No. 96-249, 96th Cong.
1st Sess. (1979) at 79-82. 1In discussing Section 751, both reports merely
paraphrase or repeat the statute.

24
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In making my determination in this review case, I have considered
all information on the record related to these factors. I have focused
my attention on the five-year period, 1975-1979 (which includes the
entire period since‘the Commission's previous determinétion) §g/ and have
carefully considered how circumstances have changed. §£/ In thisvregard,
developments in the structure and marketing techniqﬁes of the industry,
as well as changes in the conditions of competition, have led me to
conclude that imports of electric golf cars from Poland are not a problem
and do not threaten to become a problem for the domestic industry. It
follows that the industry would not be materially injured if the finding
of dumping were to be revoked.

The standard chosen for a determination in a review investigation
reflects the fact that an antidumping finding is in force. That finding
subjects any sales at less-than-fair-value to special duties. In such
circumstances, material injury to a domestic industry cannot be 'by

reason of" less-than-fair-value sales because the statutory remedy is

already in place. Accordingly, a prospective test has been chosen for the

8a/ I believe the appropriate period of analysis in reviews should be
the same length as that examined in normal final investigations —-- five

' years -- unless a shorter period has passed since the original determination.

8b/ See page 6.
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Commission's rule -- specifically, the threat of material injury test

found in Section 735(b) of the Tariff Act, also referred to in Section
207.26(d) of the Commission's rules. The threat of material injury standard
focuses on what could happen to the domestic industry in the event that

the antidumping finding were revoked and there was no mechanism for

subjecting any less~than-fair-value sales to special duties.

8b/ Section 751 makes clear that the intent of Congress is that a
Commission review should not constitute a reconsideration of the cor-
rectness of the original determination, a function reserved for judicial
review by the U.S. Customs Court. The present Commission rules are not
incompatible with this intent. A review must concentrate on information
not considered by the Commission in its initial determination.

Section 751 requires both a finding of changed circumstances and
a review of the impact of the subject imports. In formulating standards
for conducting such review investigations, the Commission promulgated
Rule 207.45 (19 C.F.R. 207.45, effective Jan. 1, 1980), which requires that
a finding of changed circumstances be based upon the Commission's investi-
gation. Section 751, if read literally, requires the Commission to base
its institution of a review investigation upon a finding of changed circum-
stances. The regulation, however, insures that a finding of changed circum-
stances as well as the determination in the review will be based upon the
Commission's administrative record.

The present case has raised a question concerning whether a finding
of changed circumstances should only be made prior to the institution of

a review investigation. Because the present rules are not incompatible with

Congressional intent, I am following the principle that the Commission, as

a matter of orderly agency process, should, where reasonable, make its de-

termination conform to its rules and the manner in which the investigation

was instituted. It is my understanding that the Commission will consider
" the desirability of amending its rules based on the experience gained in the

present investigation. '

26
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The imported products and the domestic industry

I have concluded that the appropriate industry against which
to measure the impact of imports in this investigation of electric golf
cars from Poland consists of all U.S. facilities devoted to the produc-
tion of golf cars. There are presently twelve known producers of golf
cars in the United States and four types of cars, three- and four-wheel
models powered By gasoline or electricity. 2/

Each type of car has inherent advantages and disadvantages which
must be weighed by the purchaser. In choosing the model type, tﬂe pur-
chaser weighs the greater maneuverability, as well as the lower cost and
maintenance of the three-wheel car against the greater stability and riding
comfort of the four-wheel car. In deciding on the best methdd of propul-
sion, the purchaser balances the greater power, noise and exhaust fumes

of a gas engine against the upkeep associated with a battery-powered

electric car (the batteries must be recharged nightly and replaced every

9 My finding on the appropriate domestic industry is based on Section
741(4) o¥ the Taiiff Act of 1930, to be codified at 19 U.S.C. 16?7(4).
Section 771(4) (A) defines the term "industry" to mean the domestic pﬁoducers
of a "like product," which is in turn defined in Section.7?l(10? as "a

- product which is like, or in the absence of like, most similar in charac-

teristics and uses with, the article subject to an investigation under
this title."

27



one to two years.) The physical appearance and production processes

- of gas and electric cars are quite simiiar. In fact, the three U.S.
producers which manufacture gas cars, also manufacture electric cars;
the same personnel and facilities are employed. Additionally, although
some consumers may have a strong preference for a particular type of
golf car, all ;ar types serve the same purpose and are potential substi-
tutes. Therefore, I find that all golf cars are like products to the

subject imports.

Conditions in the industry since 1975

All economic factors on which the Commission obtained information
point to improved industry performance from 1975 through 1979. The
record includes data on these indicators gathered by Commission question-
naires from firms believed to account for 95 percent of domestic produc-
tion.

Domestic production of golf cars increased by 18 percent from 45,000
units in 1975 to 53,000 units in 1979. 10/ Similarly, U.S. producers'
domestic sales and leases of golf cars grew from 44,000 units in 1975 to
51,000 units in 1979, or by 16 percent. 11/ U.S. exports of golf cars
more than doubled in the period, though they have been at relatively low
~levels. The absolute quantity of inventories of golf cars increased
over the period, however inventory levels have been very low. The ratio
of inventories to sales increased slightly, from 2.5 percent in 1975 to

3.5 percent in 1979. 12/

10/ Report at A-8.

11/ Report at A-17.
28
12/ Report at A-22.
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Capacity utilization for the golf car industry increased sub-
stantially, rising by 37 percent from 1975 to 1979. 13/ Moreover,
during thé same period, a leading U.S. producer of electric cars in-
‘creased its capacity by 50 percent and three new electric golf car:
producers (two of them domestic) entered the market, facts which indi-
cate a continued ability to attract new capital to the industry.

Available data indicate that all factors relating to employment
in the golf car industry improved over the period under consideration.
During 1975-1979, the average number of all employees in U.S. establish-
ments producing golf cars increased by over 80 percent, while the average
number of all production and related workers producing golf cars increased
by over 150 percent. In addition, aggregate wages paid to and manhours
worked by‘all production and related workers producing golf cars increased
by over 30 percent. 14/ Even though these figures may be somewhat over-
stated due to incomplete data for the earlier years of the period, the
trends are nonetheless clearly positive and indicative of a growing industry.

The financial performance of U.S. producers is not easily evaluated.
From 1975 to 1978, net operating profits grew steadily to $5.8 million

before declining to $3.5 million in 1979. 15/ As a ratio of net sales,

13/ Report at A-19.
14/ Report at A-20.

15/ Net operating profits for 1975 are confidential.
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net profits started the period at below 3 percent, peaked at 7.6 percent in
1977, and then fell to 3,5 percent in 1979, The industry's

financial performance has improved since 1975. While the level of

profits does not indicate a healthy industry, I will discuss below how

the aggregate figures are seriously skewed downward by the unusual prob-

lems of one firm.

During the period, U.S. imports of golf cars from Poland declined
from 9,982 units in 1975 to 5,220 units in 1979, or by 48 percent. 16/
The ratio of imports from Poland to apparent U.S. consumption of golf
cars declined by an even greater percentage over the same period. In
1975, import penetration of the subject cars stood at its peak level
since Melex began sales in 1971. The penetration declined irregﬁlarly
through 1979. 17/

The price information collected by the Commission for the period
1977-1979 indicates that the prices paid for Melex cars by their dealers
and distributors were consistently lower than the weighted average prices
of U.S. producers' golf cars to their distributors and dealers. 18/

In 1977, the price of the Melex three-wheel car was 11 percent below the
weighted average unit price of domestic three-wheel electric cars; by

1979, the margin of underselling increased to 13 percent. 19/ In 1977,

16/ Report at A-27,
17/ Import penetration figures are confidential for 1978 and 1979.

18/ The fact that the dealer price of Melex cars was lower does not necessarily
indicate that the price to consumers was also lower. See below.

19/ Report at A-29.
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the price of the Melex four-wheel car was seven percent below the
weighted average unit price of domestic four-wheel electric cars; by
1979, the margin of underselling had increased to 11 percent. 20/

The price data used in these comparisons reflect neither the
different levels of support services'(gﬂ&.,bmarketing services, financial
assistance, inventory control plans, and training programs) nor the dif-
different warranties offered by U.S. producers and Melex, the exclusive
importer of Polish golf cars to their dealers and distributors. 21/

If such factors could be reflected in the price comparisons, the margins

of underselling would be substantially reduced. Moreover, it appears

that the price of the imported product has had a minimal effect on U.S.
producers' prices. During the period 1977-1979, U.S. producers' weighted
average prices for golf cars increased at a faster rate than prices for
Melex cars. U.S. producers' weighted average prices for three- and four-
wheel electric cars increased by 12.8 percent and 17.2 percent, respectively,
from 1977 to 1979; whereas the weighted average prices for Melex three-

and four-wheel cars.increased by only 11.3 and 11.2 percent respectively.

22/ Thus, there are no indications of price suppression or depression due

to the presence in the market of imports from Poland.

20/ Report at A-29,

21/ In an attempt to obtain comparable data, Melex prices, which cover
unassembled vehicles, were adjusted for costs of assembly, batteries, and
chargers. (See Report at A-29. Also, Post-hearing Brief of Melex at 8.)

A numerical adjustment for the qualitative factors mentioned above was not
possible.

22/ Report at A-29.
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Only one U.S. golf car producer has made specific allegations of sales
or leases lost to Melex cars due to price or the terms of the lease. However,
in 25 of the 42 instances where the staff could confirm thét a firm did in
fact purchase or lease Melex cars during the period 1976-1979, the firms stated
that price was not their primary consideration in selecting Melex cars over
the comparable domestic models. Of these firms, 18 indicated that their de-
cisions were based primarily on the quality of the imported car and/or the
service provided by the Melex dealer. Price was not mentioned as a factor.

The remaining seven firms indicated that while the price of the Melex car was
a factor affecting their decisions, the quality of the car and the service

provided were at least as important a consideration as price, if not more so. 23/

Special considerations

A better understanding of the role of Polish golf cars is facilitated
by an appreciation of the mature yet dynamic character of the industry. Full
cognizance must also be taken of the manﬁer in which one significant producer
has skewed the aggregate statistics for the domestic industry.

Since 1954, when the first golf car was built, the industry has passed
through three distinct phases. The small, specialized market of the 1950s
underwent rapid expansion in the 1960s as golf became a big business in the
United States. By the 19763, however, the market neared the point of satura-

tion. As the market's limits were approached, growth slowed, and the industry

23/ Report at A-41.
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reached maturity. 24/ The most recent decade has seen significant
changes in the identity and performance of the individual firms.
Between 1974 and 1978 six firms, two of them recent entries, exited
the market. However, between 1977 and 1979, three new producers entered
the market, two of them domestic firms. Three firms have changed owner-
ship. These entries into a mature industry are direct evidence that some
firms, at the very least, believe that production of golf cars is not
only viable, but within the reasonable future, can be made profitable.
The continued optimism of many firms in the industry -- in face
of the meager, if improving, aggregate profits already noted -- is explained
by the widely differing experiénces of the individual producers in this
market. One early entrant to the market has consistently made a strong
showing, while the performance of the Harley-Davidson Motor Corp. in golf
cars has deteriorated in the last five years, thus negatively affecting
the overall industry data on profitability for the period. Harley's
problems stem from an ill-fated attempt to introduce a new electric golf
car in 1975-1977; its continuing problems in the last two years seem
attributable to successful competition from other domestic producers as

well as the entry of Japanese exports of gas and electric cars since 1977.

24/ This industry's life cycle is explained in the Report at A-5 and 6 .

An apparent factor in slowing the growth of the industry has been the rebuild-
ing of used golf cars, now that large fleets are in place. Refurbished cars
function as efficiently as new ones and cost 15 to 25 percent less. The
rebuilding trade was not examined in sufficient detail in the present investi-
gation to determine its significance. Because refurbishing is an outgrowth

of business at the dealer level, it may help explain the relative success

of manufacturers with factory-owned outlets. The most significant benefit

of such outlets is probably the savings from the elimination of middlemen

in the distribution network.
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Indeed, the owner of Harley, AMF Incorporated, stated in its 1979

Form 10-K filed with the SEC: '"Golf car revenues showed moderate de-
clines reflecting strong domestic competition and a new entry from
Japan." 25/ No mention was made in the SEC filing of imports from
Poland as a factor in Harley's situation. Recent entrants are still in
the process of establishing their market presences. The success stories
seem to be distinguished by dynamic marketing strategies including
aggressive pricing and increasing reliance on factory-owned dealerships.
Other domestic producers, excludiﬁg the most recent entrants which seem
to be making satisfactory progress toward profitability, appear to be
-healthy. For example, the salesvand income of Textron, Inc. are at
record levels, and Textroﬁiis exﬁgnding its product line. 26/

A recent, yet significant, factor in the golf car market is the
entry of a new gas car from Japan, considered by many in the industry to
be a superior product. It made such a strong showing in 1978 and 1979
that U.S. consumption of golf cars was able to rise at a time when domes-
tic production fell. One U.S. producer was able to expand its sales of
gas cars in spite of the increased penetration of Japanese imports.

Harley was not.

25/ Form 10-K, filed by AMF Incorporated with the SEC for the fiscal
year ended Dec. 31, 1979, at page 7 of "1979 AMF Annual Report."

26/ Form 10-K, filed by Textron, Inc. with the SEC for the fiscal
year ended Dec. 29, 1979, "1979 Textron Annual Report."
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No threat of material injury by reason of LTFV
imports from Poland

There are a number of considerations which'strongiy argue
against the threat of material injury by reason of LTFV imports from
Poland. Pezetel, the Polish state-trading organization for golf cars,
has demonstrated that it is able to undersell domestic producers without
resorting to dumping. At the same time the price paid for Melex cars
has been consistently lower than price paid for comparable domestic cars,
there have apparently been no dumping margins on the imﬁorted product
since September 1978. Without the benefit of LTFV margins,vthe Melex
price advantage has grown. In any event, a significant segment of the
golf'car market does not appear to be price sensitive. Additionally,
the price paid for Melex cars f.o.b. Poland typically represents less
than 50 percent of the final price of the golf car to the end user. 27/
It is clear that Pezetel has little incentive to resume selling Melex
cars at less than fair value. Despite a Polish broduction capacity
of 10,000 units per year, ggj Melex has given the Commission assurﬁnces
that its annual imports of golf cars from Poland will not exceed an

average of‘8,000 cars through 1985, and that Melex will not knowingly

27/ See Hearing Transcript, April 16, 1980, at 58.

28/ The capacity of 10,000 units has bee verified by the U.S. Customs
Service.,
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sell its product for less than "foreign market value" under the regula- .
tion for determining foreign market value. 29/ Assuming that apparent
U.S. golf car consumption during this period remains relatively unchanged
from the 1979 level, the assurance on the volume of imports indicates
that the subject imports' share of the U.S. market will remain at a level
lower than the average market share held by Melex cars during 1975-1979.
30/ Poland's economy is organized in terms of five-year plans, the most
recent plan having begun January 1, 1980. There are apparently no plans
to expand sales in the United States beyond the 8,000 unit level. _;j
The number of Melex cars already contracted for delivery in 1980 and 1981
is well below that level. 32/ In order to make additional sales, Melex
must face the same stiff .competition from other U.S. producefs and
importers that the petitioner has encountered. Simply put, there is no

real and:imminent threat of LTFV sales. Nor is there any threat of material

injury to the domestic industry by reason of such sales, were they to occur.

29/ See Hearing Transcript, April 16, 1980, at 33.

30/ In fact, this calculation is conservative, Demand in the United
States may grow at three percent annually in the next several
years. (See Report at A-g .)

31/ Statement of Sygmunt Stepien, President of Melex, USA, Hearing
Transcript, April 16, 1980, at 33.

32/ Confidential version of "Addendum to Appendix of Exhibits to Pre-
hearing Statement of Melex USA, Inc. (April 11, 1980) at Tab B.
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Introduction

On February 5, 1980, the U.S. International Trade Commission instituted
review investigation No. AA1921-147A under section 751 of the Tariff Act of
1930, by publishing notice in the Federal Register (45 F.R. 9829). 1/ The
purpose of the investigation is to determine whether changed circumstances
exist which indicate that an industry in the United States would not be
threatened with material injury if the antidumping finding concerning electric
golf cars from Poland were revoked. .

On September 16, 1975, the Commission determined by a majority vote that
an industry in the United States was being injured by reason of the
importation of electric golf cars from Poland that were being, or were likely
to be, sold at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921. The Department of the Treasury published a finding of
dumping in the Federal Register on November 18, 1975 (40 F.R. 53383). On
August 6, 1979, an application for review of the Commission's prior
determination was filed with the Commission by Melex, USA, in accordance with
the then extant Rules. Melex, USA, is a wholly owned subsidiary of Pezetel,
the Polish state-trading organization for the subject golf cars, and has been
the exclusive U.S. importer of the product since 1975.

On October 2, 1979, the Commission published a notice in the Federal
Register inviting public comment on the question of whether the Commission
should conduct a review of the determination. 2/ Comments were received from
five interested parties. After considering the application and comments, the
Commission voted on January 30, 1980, to institute an investigation pursuant
to section 751 of the Tariff Act of 1930 and section 207.45 of the Rules. In
connection with the investigation, a public hearing was held on April 16,
1980. According to the Rules of Practice and Procedure, the Commission must
render its decision within 120 days after institution, or in this case, by
June 3, 1980. :

The Product

Description and uses

Golf cars are small, self-propelled vehicles designed to convey two
golfers and their clubs around a golf course. They are equipped with racks
for carrying golf bags and wide-tread "turf" tires which minimize damage to
the fairways. All golf cars serve the same purpose; however, they vary
according to their equipment, design, method of propulsion, and construction.

Golf cars are offered with standard equipment and optional accessories.
The standard equipment generally includes everything required to make the car
operational, e.g., a steering mechanism, seats, brakes, and tires. The
optional accessories consist of "extras' which improve the appearance of the

1/ A copy of the Commission's notice of investigation and hearlng is
presented in app. A.

2/ A copy of the Commission's notice of receipt of application for review of
determination of injury and request for public comments is presented in appa.B.
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car, make it more comfortable, and/or more versatile. These accessories can
include anything from cigarette lighters to televisions, but some of the
standard accessories are canopies, windshields, sweater baskets, hubcaps,
headlights, sand trap rakes, and tow bars. Most manufacturers also offer
conversion kits for transforming a golf car into a light-weight
commercial-industrial vehicle, such as a personnel carrier or small burden
carrier.

There are four general types of golf cars produced--3- and 4-wheel S
models, powered either by gasoline (gas cars) or electricity (electric cars).
Each type has inherent advantages and disadvantages which must be weighed by
the purchaser to determine which type is most suited to his needs. The
3-wheel cars tend to be more maneuverable, require less maintenance, and cost
less. Some people feel that a 3-wheel car also does less damage to the
fairways. On the other hand, the 3-wheel design is not as stable as the
4-wheel design, which gives a smoother ride and is safer on irregular terrain.

Gas and electric cars are very similar except, of course, for the method
of propulsion. Gas cars are propelled by a gasoline-fueled, 250 cubic
centimeter internal combustion engine that delivers between 10 and 15
horsepower. Electric cars are propelled by a 2 horsepower motor driven by six
6-volt batteries. The governed speed of both cars is 10 to 12 m.p.h.;
however, the extra power of the gasoline engine makes the gas car better
suited for hilly courses. Still, the engine is noisy in comparison with the
motor of the electric car which is virtually noiseless. The gas engine also
emits exhaust fumes. The primary disadvantage of an electric car is that the
batteries must be recharged regularly, usually for 12 hours after two rounds
of play. The batteries also have a limited life and depending on the use,
must be replaced every 1 or 2 years. Replacement cost for the six batteries
depends on the current lead market, but generally runs from $240 to $300.

The production process for both gas and electric cars basically consists
of two steps. In the first step, the component parts are prepared (e.g.,
steel sheet, tubes, and bars are shaped, pressed, and machined). In the
second step, the prepared components are assembled. Generally, the cars' body
and frame are manufactured by the producing company, while most of the other
key components-—the engine, motor, differential, steering column, switches,
axles, wheels, and so forth--are purchased outside the company. The
components are first prepared and then combined into subassemblies, which are
then put together on an assembly line to produce the golf car. Because gas
and electric cars are very similar outside of the fact that one has an engine
-and gas tank while the other has an electric motor and batteries, the
production facilities and personnel of those producers which manufacture both
types of cars are essentially shared. The only clear distinction between the ‘ R
two products in the manufacturing process arises on the final assembly line. '

The capital investment required to manufacture golf cars depends on the
volume of production and the degree of vertical integration in the plant.
Clearly, a small producer that purchases nearly all the golf car's components
from outside sources needs less equipment to handle its production than a
producer that manufactures many of its own components and turns out large
numbers of cars in a relatively short period of time.
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The golf cars produced today are not substantially different than those
produced 5 years ago, although they tend to be lighter and more efficient.
There is a shift toward using fiberglass or injection-molded urethane rather
than the traditional steel for the car's body. Fiberglass and urethane are
not only substantially lighter in weight than steel, but also rust proof. The
improvements in operating efficiency are not major breakthroughs; they
represent continuing product upgrading and improvement. This is necessary if
a producer is to remain competitive in a relatively dynamic industry.

Although the quality of golf cars produced varies from purely utilitarian
to very luxurious, the vast majority are simply good quality cars. Very few
golf cars are sold to individuals. A few more (less than 5 percent) are sold
to airports, factories, or motels and converted to commercial-industrial
vehicles. However, the primary market for golf cars consists of public golf
courses and private country clubs. These establishments purchase or lease
"fleets" of cars which are rented to their patrons. These fleets represent a
significant source of revenue for the courses. The rates charged may vary
from $8 to $20 per 18-hole round, but usually fall in the $9 to $12 range.

The cars are normally used for two complete rounds per day (during the season)
and are kept for 4 to 5 years before being replaced.

After this first stint, many golf cars are returned to the dealers or
factory outlets where they are often rebuilt. These rebuilt cars generally
cost 15 to 25 percent less than a new car, but function just as efficiently.

A significant portion of the rebuilt cars are converted to commercial-
industrial vehicles, but most compete with new golf cars for sales, much as
used automobiles compete with new automobiles. Rebuilding golf cars is a
normal outgrowth of business at the dealer level and an industry wide practice.

U.S. tariff treatment

Golf cars are dutiable under the provisions of item 692.10 of the Tariff
Schedules of the United States. This category includes all motor vehicles
(except motorcycles) for the transport of persons or articles, other than
automobile trucks valued at $1,000 or more and motor buses.

Poland was granted most-favored-nation (MFN) status in 1960 and began
exporting golf cars to the United States in 1971. The column 1 (MFN) rate of
duty applicable to golf cars has been 3.0 percent ad valorem since January 1,
1972, when the final stage of the reductions granted in the Kennedy round of
‘the Multilateral Trade Negotiations became effective.

This rate remained in effect until January 1, 1980, when the first stage
of concessions granted by the United States in the Tokyo round of the
Multilateral Trade Negotiations reduced the rate of duty to 2.9 percent ad
valorem. The final MFN concession is 2.5 percent ad valorem, and is the rate
of duty currently applied to imports from least developed developing countries
(LDDC's). The column 2 (statutory) rate is 10 percent ad valorem. This item
is not designated as an eligible article for purposes of the Generalized
System of Preferences. ‘
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Nature and Extent of Sales at LTFV

On June 16, 1975, the Department of the Treasury determined that electric
golf cars from Poland were being sold at less than fair value within the
meaning of the Antidumping Act of 1921. The determination was based on
comparisons of Pezetel's export prices to a constructed value based on the
price of the Canadian-produced Marathon golf car (Marathon value). To date,
dumping duties have been assessed only on entries from 1975 and 1976. These
liquidations were based on the Marathon value. Since 1976, Treasury has had
considerable difficulty in determining the foreign market value (FMV) of
Polish golf cars. Therefore, entries from July 1976 to the present have yet
to be liquidated.

Treasury instituted antidumping proceedings on Junme 14, 1974, in response
to a petition filed on behalf of the Outboard Marine Corp. (OMC). The notice
of withholding of appraisement was published in the Federal Register on March
14, 1975. 1In its investigation, Treasury examined 100 percent of the golf car
entries from Poland during a 10-month period from December 1, 1973, to
September 30, 1974. Because Poland has a state-controlled economy, FMV was
required to be a constructed value based on the home-market price in a
free-economy country. Canada was chosen as the appropriate country and the
constructed value was based on Canadian prices for Marathon golf cars.
Marathon's prices were adjusted to reflect economies of scale, because the
Marathon Golf Car Co.'s annual production totaled only 250 cars, whereas,
Pezetel has an annual production capacity of 10,000 cars. The f.o.b. price of
U.S. imports from Poland was used as the purchase price. Treasury compared
the Polish purchase price with the Marathon value, and determined on June 11,
1975, that the Polish golf cars were being sold at less than fair value. The
weighted average dumping margins were found to be 20.9 percent for 3-wheel
cars and 21.0 percent for 4-wheel cars.

After the Commission determined that these LTFV imports were causing
injury to a domestic industry, it was required that dumping duties be assessed
on the Melex golf cars. However, that process was complicated by two
circumstances-—-the Marathon Golf Car Co. stopped producing golf cars in 1975
and new Customs Regulations went into effect in July 1976. As a result,
Customs decided to use the Marathon value, adjusted for inflation, as the
FMV in liquidating entries from March 1975 through 1976. During this period,
the average dumping margin for 3- and 4-wheel cars was about 3.5 percent, and
more than * * * in dumping duties were collected.

The new Customs Regulations required that, in the absence of similar
merchandise manufactured in a free-market country, prices or costs of U.S.-
manufactured merchandise could be used to determine FMV. It was decided that
the Marathon value was too remote to be used as the FMV after 1976, since
there had been no sales of Marathon golf cars since 1975. Thus, in
liquidating entries from 1977 to September 1978, FMV will be based on the
prices of * * ¥, As a result, dumping margins in this period are expected to
increase substantially.

Pezetel officials are concerned about this decision. With the additional
cost of shipment, basing FMV on U.S. prices effectively excludes the foreign
competitor from the U.S. market. In fact, new regulations were promulgated A4
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effective September 9, 1978. These are the current regulations, and they
direct that the constructed value shall be computed using actual cost inputs
which have been valued in a market economy at a stage of development
comparable to the exporting state-controlled economy country. 1/

According to information received from the Department of Commerce, an
independent consulting firm developed cost information using Spain as the
country with a free-market economy at a comparable level of development. This
cost information was based on December 1977 prices which have been inflated by
Spanish price indices available through September 1979. Comparisons of
purchase prices of Melex cars with these constructed values have resulted in
no sales below fair value. Price indices are not available for September 1979
through May 1980, however, a prudent estimate of an 8-percent inflation rate
for that period would result in estimated foreign market values of * * * and
* % % for the 3- and 4-wheel golf cars. A comparison with purchase prices of
* % % and ¥ * ¥ results in no sales below fair value. 2/

U.S. Market and Apparent Consumption

The first golf car was built in 1954, thus creating a market which has
developed through three distinct stages. In the 1950's, the market for golf
cars was small and specialized. In the 1960's the market experienced rapid
growth. 1In the 1970's, however, the growth rate was steadily declining as the
market reached the point of saturation.

In the market's infancy, golf cars were luxury items purchased by
individuals who could afford their own mechanical caddies. The market was
small and specialized, as were the producers. Most golf cars were produced by
Cushman, a subsidiary of OMC, and E-Z-Go Car Co. However, the situation
changed dramatically in the 1960's. Golf became big business as a golfing
boom swept the country. Golfing establishments soon realized that there was a
profit to be made in catering to their patrons' taste for luxury. Public
courses and private clubs began to acquire fleets of golf cars which, for a
fee, were placed at the customer's disposal. These rentals became a
significant source of revenue for the establishments. The courses and clubs,
in turn, became the major purchasers of golf cars. This shift from individual
sales to fleet sales expanded the market tremendously.

1/ Harley-Davidson has objected and continues to object to this methodology
of determining fair market value. The Commerce Department also has this
regulation under review, and the House Ways and Means Committee is scheduled
to hold hearings on the regulation this year.

2/ See letter of May 9, 1980, addressed to Honorable Catherine Bedell,
Chairman International Trade Commission signed by John D. Greenwald, Deputy
Assistant Secretary for Import Administration, U.S. Department of Commerce. A
copy is presented in app. C. A5
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Because of the rapidly expanding market, and the ease with which a firm
could enter the industry, the production of golf cars became an attractive
business. While the existing producers were expanding their operations, at
least a dozen producers appeared on the scene. E-Z-Go was acquired by
Textron, Inc., in 1960. Harley-Davidson Motor Corp. began producing golf cars
in 1962 and was acquired by AMF Corp. in 1969. In 1971, with the prompting of
a U.S. distributor, Poland began exporting golf cars to the United States.

In the 1970's, however, demand for golf cars began to ebb as the market
approached the saturation point. The existing golf courses were gradually
acquiring the optimum number of golf cars and the rate of course openings was
declining. The limits of the market were becoming evident and it became
apparent that the market was over—populated with golf car producers. In 1971,
golf cars from Poland appeared on the market, increasing the market's excess
supply and rendering the golf car market increasingly competitive. During
1974-78, six golf car producers left the market. However, in 1977, Davis 500,
Inc., began producing a 4-wheel electric car. 1In 1978, Yamaha Motor Co.,
Ltd., began to import golf cars from Japan. Another new producer, Eagle
Vehicles, Inc., began production in 1979. Industry sources predict that the
golf car market will be stable or experience slow growth (approximately 3
percent annually) in the next several years. Thus, the golf car industry is
now confronted with a mature market, excess capacity, and increasing imports.

As shown in the following table, apparent U.S. consumption of both gas
and electric golf cars has gone through three apparent stages since 1971.
From 1971 to 1974, total U.S. consumption of golf cars increased by 35
percent, but then declined by 11 percent from 1974 to 1977. 1In 1978, U.S.
consumption surged, increasing by * * * percent from 1977. In 1979,
consumption increased again, but by only 2 percent.

Table l.--Golf cars: Apparent U.S. consumption, by types of cars,

1971-79
Year : Electric : Gas cars : Total
: cars : :
: --Units -
1971 e 29,608 : 12,836 : 42,444
1972 —-— : 34,361 : 16,041 : 50,402
. 1973-—= B imttt bt : 38,465 : 17,595 : 56,060
1974 : 44,914 12,389 : 57,303
1975 _— *kk . Fkeke . 54,261
1976 - : ik ek 54,030
1977 - : *kk *kk 51,180
1978 : wick Thk . dekede
1979 -—-: ek wkk kel
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Apparent U.S. consumption of gas and electric cars has differed. U.S.
consumption of electric cars increased rapidly from 1971 to 1974, by 52
percent, but dropped off sharply in 1975 and continued to decline until 1977,
falling by * * * percent from the 1974 level of consumption. In 1978, U.S.
consumption of electric cars increased by 30 percent from the previous year,
but remained only * * * percent above the 1974 level. 1In 1979, U.S.
consumption of electric cars declined slightly, falling below U.S. consumption
in 1974. In contrast, from 1971 to 1979, U.S. consumption of gas cars
increased irregularly by * % * percent. U.S. consumption of gas cars
increased rapidly from 1977 to 1979, by * * * percent. U.S. imports from
Japan of a new gas golf car, considered by many industry officials to be
superior to the domestic product, contributed significantly to the increased
levels of apparent U.S. consumption in 1978 and 1979.

The Domestic Industry

U.S. producers

Since 1971, the U.S. golf car industry has been in a state of flux.
Although the total number of U.S. producers has not changed significantly, the
composition of the industry has. 1In 1971, there were at least 14 U.S.
producers of golf cars, 6 of which accounted for over 90 percent of U.S. golf
car production. In 1975, the number of producers declined to 13, but the 6
largest firms still accounted for more than 90 percent of U.S. production. By
1979, there were 12 producers. However, during 1971-79, four producers
stopped making golf cars, three companies entered the industry, two firms
entered and exited, and three companies changed ownership. The net result of
these changes has been a growing concentration of production in a smaller
number of firms. By 1979, three firms--E-Z-Go, Harley-Davidson, and Club Car,
Inc.--accounted for over 90 percent of U.S. golf car production (table 2).

Golf car producers began to exit from the industry in 1974. In that year
Otis Elevator Corp., a small producer, terminated its golf car operations.
Otis was followed by two more producers in 1975, Midwest Manufacturing Co. and
one of the early leaders in the golf car business, OMC (Cushman). 1/ Another
of the larger U.S. producers, Pargo, Inc., went bankrupt in 1978. That same
year, two smaller producers-—-Southern Golf Equipment, Inc., and Huber,
Inc.--both of which began producing golf cars in the early 1970's, also left
the golf car business. All of these producers, except OMC, produced electric
golf cars exclusively. OMC produced both electric and gas cars.

1/ OMC was the company responsible for the original dumping allegation
against Pezetel. Moreover, OMC claimed at the time that competition from the
LTFV sales of imports from Poland was responsible for its decision to
discontinue the Cushman golf car. In a written submission to the Commission
dated Mar. 20, 1980, however, counsel for Melex, USA, provided information
which challenges OMC's claim that LTFV imports were responsible for that
decision.
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The first of the three companies to enter the industry and stay was
Go-Fore, Inc., a small producer of electric cars which appeared in the early
1970's. The second was Davis 500, Inc., which began producing a 4-wheel
electric car in 1977. Davis has an annual production capacity of * * * cars,
but has yet to produce much over * * * cars per year. The newest producer in
the industry is Eagle Vehicles, Inc., a subsidiary of Sammons Enterprises,
which for years has also owned a major golf car distributor, Ross Products,
Inc. Eagle Vehicles began producing a 4-wheel electric car in 1979. With an
estimated production capacity of * * * cars per year and established
distributor outlets, Eagle Vehicles is capable of becoming a major golf car
producer. :

The declining profitability of the industry induced a change in ownership
for three U.S. producers. Westinghouse Electric Corp. sold its electric
vehicle division to HMK in January 1976. However, according to officials of
Nordco Marketeer, HMK was forced to discontinue production because of
competition from the lower-priced Melex cars and HMK returned the golf car
- assets to Westinghouse in 1977. Nordskog Industries, Inc., purchased the
facility in January 1978 and became Nordco Marketeer which now produces golf
cars only to help pay overhead. 1/ American Continental, Inc., is a small
producer of both gas and electric cars. The golf car business was purchased
in December 1979. Club Car, Inc., originally a division of Johns Manville
Corp., was purchased on March 1, 1978 by a group of eight former executives of
E-Z-Go. Adopting E-Z-Go's practices of using factory-owned dealerships 2/ and
aggressive pricing, the firm has sharply increased its sales and is now the
% % % largest U.S. producer of golf cars.

Harley-Davidson and E-Z-Go are the major U.S. producers and the only
significant producers of both gas and electric cars.

E-Z-Go was the first firm to sell and lease a significant number of its
cars directly to end-users through factory-owned dealerships, a practice which
was started in 1971. :

1/ Information obtained from two letters submitted to the Commission from
Nordco Marketeer. One dated Feb. 26, 1980, was signed by Mr. R.C. Gray, Asst.
V.P. and General Manager. The other dated Feb. 22, 1980, was signed by Mr.
Joe C. Camp, Marketing Director.

2/ Club Car, Inc., opened its first factory-owned dealership late in 1978.

A-9
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U.S. importers

Polish golf cars have been imported by seven firms. Melex cars were
first imported by Products International, Inc., in 1971. Products
International introduced the Poles to U.S. golf cars and engineered a
manufacturing agreement for the production and sale of the cars. Products
International dissolved in 1973, however, leaving the Poles with a number of
contractual obligations to U.S. dealers. The Polish manufacturer decided to
continue the business, and Melex dealers subsequently became the importers of
record. Still, Pezetel, the state-trading organization for this product, felt
the need for a U.S. marketing representative. Thus, Melex, USA, a wholly
owned subsidiary of Pezetel, was created in 1974 and became the sole importer
of record in June 1975.

Melex is a small firm with a total staff of * * *, 1Its responsibilities
consist of coordinating and marketing imports of golf cars, agricultural
aircraft, diesel engines, and their various coincidental parts. Historically,
Melex's business has primarily relied on imports of golf cars. However,
management expects this reliance to dwindle in coming years. Golf cars
accounted for roughly * * * percent of sales in 1979 and that figure is
expected to decline to * * * percent in 1980.

Melex's primary function with respect to golf cars is to line up
reputable dealers and maintain a nation wide distribution system. Melex adds
no value to the imports and the services provided to its dealers are limited
to maintaining an adequate inventory of spare parts, training personnel from
dealerships and clubs to service the cars, and promoting Melex golf cars on an
industry wide level. Melex provides no assistance to its dealers either for
floor planning or inventory control. Melex offers its dealers a 1- or 2-year
contract which specifies the quantity and price of the cars to be purchased
over the term of the contract. The form of payment stipulated in the dealers'
contract is either cash or an irrevocable letter of credit, as opposed to the
usual practice of allowing the dealer 30 days from receipt of the golf cars
before payment is due.

Channels of distribution

Despite the increasing number of factory-direct sales by Club Car and
E-Z-Go, nearly * * * of U.S. producers' sales of golf cars are still made to
distributors or dealers (table 3). Golf car dealers differ greatly, but their
purchases of golf cars are based on contracts or franchises which are sales
agreements between the producer and the dealer outlining their mutual
obligations. The end users of golf cars are actually golfers, nonetheless,
virtually all golfers rent cars from the golf courses rather than buying their
own. The golf courses, whether public or private, generally purchase fleets

A-10
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of cars on the basis of competitive bids submitted by independent dealers or
factory outlets.

As noted above, factory-owned dealerships are becoming increasingly
important in the golf car market. In the last 3 years alone, the market share
represented by factory-direct sales has increased by * * * percent.
Factory-direct sales of both gas and electric cars amounted to * * * cars,
representing * * * percent of U.S. sales in 1977, and rose to * * * cars,
representing * * * percent of the market, in 1979. The share of the electric
car market represented by factory-direct sales is larger than that for the
total golf car market, however, it is increasing at a slower rate. Sales of
electric cars directly to end users increased from * * * units representing
% % % percent of total domestic sales of electric cars in 1977 to * * * units
representing * * % percent of domestic sales of electric cars in 1979. This
represents a ¥ % * percent increase in the factory-direct share of the
electric car market. In contrast, the market share represented by
factory-direct sales of gas cars is considerably smaller than that for all
domestic golf cars, but is increasing at a much faster rate. Sales of gas
cars directly to end users increased from * * * units representing * * ¥
percent of total domestic sales of gas cars in 1977 to * * * units
representing * * * percent of domestic sales in 1979. This represents a * * ¥
percent increase in the factory-direct share of the gas car market.

The significance of factory-owned dealerships is not, however,
represented by the number of their sales alone. The real advantage of these
outlets is the elimination of a middleman from the chain of distribution.
Although the factory—-owned dealerships require the same capital investment and
have the same expenses and responsibilities as independent dealerships, they
do not have to be as profitable in order to continue doing business. Thus,
factory outlets can and do offer cars at prices below those offered by their
independent dealers. This has contributed significantly to the competitive
atmosphere in the golf car market, especially in the market for electric cars.

Independent golf car dealers often carry a variety of merchandise. Some
deal exclusively in golf cars, and generally offer a variety of golf car
lines. However, most golf car dealers carry other merchandise in addition to
golf cars, which may or may not be related to golf. For example, there are
"turf" dealers that cater to the total needs of the golf course by offering
golf cars along with a variety of turf maintenance equipment and supplies.
There are also a number of dealers that primarily sell motorcycles, and
dealers that deal in batteries, as well as dealers that offer a wide variety
of small, outdoor equipment. Most of these dealers carry one brand of golf
cars exclusively.

U.S. producers' prices to their dealers are standard, f.o.b. the point of
manufacture and include specified parts, equipment, and normally a 1 year
limited warranty. The prices are generally specified in the dealer franchises
or sales agreements. However, these are generally 1- or 2-year agreements,
and in recent years provisions have been made for announced price increases.

The sales agreement obligates the producer to provide the specified
number of cars and spare parts, as well as a certain amount of marketing
support. The larger producers offer a variety of support services, such as, |,
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training of service and sales personnel, assistance with floor planning and
inventory control, and financing assistance.

The sales agreement obligates the dealer to market and service the cars
within a suggested territory. This generally implies that a show room and a
service center with trained mechanics and an adequate inventory of spare parts
must be maintained. These dealer obligations are also shared by the
factory—-owned dealerships.

Head-to-head competition between brands and between independent dealers
and factory outlets occurs when golf cars are sold to private clubs or public
courses. These establishments view a golf car as an investment and the price
they might be willing to pay depends on the expected return or the amount of
use which can be derived from the car. The factors to be considered in making

a purchase are as follows:

1. The type of car most suited to the course,
2. The quality of the car (how well it stands up to heavy use),
3. The serviceability of the car (if something goes wrong,

will it be repaired quickly and for a reasonable price), and
4. The price.

Public golf courses are not only required to open their golf car acquisitions
to public bidding, but also to accept the lowest bid for a car meeting the
course's specifications. In contrast, bidding at the private clubs is often
by invitation only, and the golf pro has more freedom to weigh the quality and
serviceability of the cars when making his decision. A golf car dealer must
actively pursue these bids at the clubs and courses in order to get his

bids accepted.

Foreign Producers

There are only two significant producers of golf cars outside the United
States--Yamaha Motor Co., Ltd. (Yamaha Hatsudoki) and Pezetel (WSK
PZL-Mielec). Both of these firms export their product to the United States.

Yamaha is a Japanese firm whose primary business interests are the
production and export of motorcycles, boats, and outboard motors. It began
exporting a 4-wheel gas golf car in 1978 and introduced a 4-wheel electric car
- in 1979. Although Yamaha utilizes a number of its motorcycle dealerships to
distribute its golf cars, most of its cars are channeled into the market
through independent golf car dealers.

Pezetel is the state-trading organization for PZL, the industrial group
of the Polish Aviation and Engine Industry. The PZL industrial union employs
more than * * * persons in the manufacture of transportation-related
products. The WSK factory where Melex cars are produced employs more than
* % % people, Roughly * * * percent of WSK's production is accounted for by
aircraft and * * * percent by diesel engines. Golf cars and other
miscellaneous products account for the remainder. Approximately * * * percent
of the factory's output including vir:iually all golf cars is exported to the

United States.
A-13
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The PZL industrial group began producing 3— and 4-wheel electric golf
cars in 1971. Although the production process is a very efficient one, there
have been a number of problems associated with the product. Because of the
size and diversity of the productlon facilities, the factory can utilize
highly mechanized equipment in the production of golf car components, thereby
reducing both component and labor costs. The Melex golf car, which was
specifically tailored for the U.S. market, encountered allegations of
antitrust violations and became the subject of antidumping proceedings in
1975. According to officials of Melex, USA, these legal complications have
damaged Melex's reputation in the market and significantly added to the cost
of selling Melex cars in the United States. The annual production capacity of
the PZL industrial group has been 10,000 cars since 1972. Officials of Melex,
USA, have advised the Commission that PZL has no plans to expand its golf car
capacity. 1/

The Question of Injury or Likelihood Thereof

U.S. production, producers' sales and leases, and exports

U.S. production of golf cars from 1971 to 1979 may be divided into two
periods--one of growth and one of stabilization. U.S. production of golf cars
increased from 40,200 in 1971 to 50,500 in 1974, or by 26 percent (table 2).
However, examination of the annual data reveals a declining rate of growth.
From 1971 to 1972, U.S. golf car producers increased their output by 5,500
units, or 14 percent. In 1973, U.S. production increased by another 4,700
cars, but by only 10 percent from the previous year. Only 200 more golf cars
were produced in 1974 than in 1973, which represents an increase of only 0.4
percent.

Production data for 1975-79 are understated due to the lack of data from
several small producers, some of which have left the industry. The most
serious shortages of information occur in 1975-77, when the production of
those companies which have since left the industry was still significant. It
is possible that the 1975-77 data on U.S. production may be understated by as
much as 10 percent. However, the data for 1975-79, indicate that although
U.S. production of golf cars has varied considerably, it seems to be
stabilizing at a level only slightly higher than the 1974 level of production.
In 1978, 54,000 cars were produced, reflecting an increase of only 6 percent
more than the number produced in 1974. However, in 1979, U.S. golf car
production declined to 53,000 units, or by 2 percent from the previous year.

Unfortunately, the missing data previously referred to are especially
relevant to the examination of the production figures for electric golf cars,
since the missing or delinquent producers were or are producers of electric
cars. Nonetheless, certain trends in U.S. production of electric cars are
apparent (table 4). The number of electric cars produced increased steadily
from 26,300 units in 1971 to 38,000 units in 1974, or by 44 percent. The
production of electric cars apparently dropped off sharply in 1975, and then
increased, though irregularly, to * * * units in 1979. However, the 1979
level of production is still * * * percent less than the 1974 level.

1/ This statement was challenged by counsel for Harley-Davzdson at the ApraA-14
16, 1980, hearing on the case.
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U.S. production of gas cars peaked in 1976--2 years later than the
production of electric cars. Data on gas car production, which are
essentially complete, indicate a general increase of *** percent, from 13,900
units in 1971 to * * * units in 1976, despite a sharp drop in 1974 which was
the result of a l4-week strike at the Harley-Davidson plant. U.S. production
of gas cars subsequently declined without interruption to * * * units in 1979,
representing a decline of * * * percent from 1976.

U.S. production of gas cars as a share of total domestic golf car
production followed a similar pattern. U.S. production of gas cars
represented 35 percent of total domestic golf car production in 1971 and
increased to a peak of * % * percent in 1976, despite a drop in 1974. Since
1976, however, U.S. production of gas cars has declined steadily as a percent

of total domestic golf car production, representing only * * * percent of the
total in 1979.

U.S. producers' domestic sales and leases of new golf cars have generally
followed the pattern set by U.S. production, although the trends for all golf
cars and electric golf cars are not as positive (table 5). U.S. producers'
domestic sales and leases of golf cars increased at a declining rate from
41,500 in 1971 to 50,400 units in 1974, or by 22 percent. However, total
domestic sales and leases of golf cars increased irregularly to 51,400 in
1979, or by 2 percent from the 1974 figure. U.S. producers' domestic sales of
electric cars increased from 28,600 units in 1971 to 38,000 units in 1974, or
by 33 percent. U.S. producers' domestic sales of electric cars dropped off in
1975, but increased irregularly to * * * units in 1979. This represents a
decline of * * * percent from the 1974 figure. U.S. producers' domestic sales
of gas cars increased irregularly from 12,800 units in 1971 to a peak of * * *
units in 1976, or by * * * percent, before declining to * * * units in 1979,
or by * * * percent.

During the period 1971-79, U.S. exports of golf cars have been relatively
insignificant, however, they are increasing (table 6). 1In 1971, U.S. exports
amounted to * * % cars and accounted for * * * percent of U.S. producers'
sales and leases of golf cars. By 1979, U.S. exports had increased to * * *
cars accounting for * * * percent of U.S. producers' sales and leases.

Although electric and gas cars have made different and varying contributions
to total U.S. exports during the period under consideration, it appears that
gas cars have generally been in higher demand. U.S. exports of gas cars have,
on the average, accounted for * * * percent of total U.S. exports of golf cars.

Capacity and capacity utilization

During the period under consideration, U.S. producers' total capacity has
varied each year, illustrating the dynamic nature of the industry. 1/ Despite
this variation, two general trends are discernable. U.S. producers' capacity
increased from 110,000 units in 1971 to a peak of 123,000 units in 1975, or by
12 percent (table 7). Since 1975, however, the industry's capacity has
decreased, though irregularly, to 106,000 units in 1979, or by 14 percent from

1/ Unlike U.S. production and producers' shipments data presented in this
report, capacity data are believed to reflect nearly all producers' operations.
A-16
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the 1975 peak. This indicates a contraction of 4 percent in U.S. golf car
capacity for 1971-79. .

Table 6;-—Golf cars: U.S5. exports, by types, 1971-79

(Units)

Type or car & 1971 ' 1972 ° 1973 P 1974 ® 1975 ' 1976 ° 1977 ' 1978 ‘-1979
E]_ectric--———-—-; Yook ; Jevede ; ek ; :‘E** ; Fekve Jekek ; kk ; xRk ; Yevede
Gasoline4 ------ : deke vk s ek o kd . Ykl Kk . wkdk o L 1 Jedeve

Total==——==: %%k ; Fkk ; %%k ; wkk 3  dowk 3 Kkkk ; Nwk kw3 wRw

. . . . . 3 . . . .
. . . . . .

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

Two notable and complementary trends are also evident in the composition
of the U.S. golf car industry's capacity during this period. These are
illustrated by the steady decline in "all other" producers' capacity and the
steady increase in * * *, The all other category includes the data available
for all producers with an annual production capacity of 1,000 units or less
and all producers that have entered and/or exited the industry over the years
under consideration. The share of total industry capacity accounted for by
these firms declined steadily from * * * percent in 1971 to * * * percent in
1979, or by 85 percent. In contrast, * % %,

During the period covered in this investigation, capacity utilization for
the golf car industry has been erratic. Capacity utilization increased from
37 percent in 1971 to 48 percent in 1973, but then declined to 36 percent in
1975. It then increased, though irregularly, to a period high of 52 percent
in 1978 before declining slightly to 50 percent in 1979. All U.S. producers
have experienced the problem of excess capacity, and most producers operate
their golf car facilities on a 5-day work week, single shift basis. However,
* % % golf car producers, * * * all use mutiple shifts to some extent in the
manufacturing process.

U.S. employment

Several trends are apparent from the data on employment in the golf car
industry (table 8). 1/ From 1975 to 1979, the number of all persons employed
in U.S. establishments producing golf cars appears to have increased. The
number of all employees in U.S. producers' establishments increased steadily
from * * * in 1975 to 1,423 in 1979, or by * * * percent. The average number
of all production and related workers producing golf cars also appears to . be

1/ Employment figures from 1975 to 1977 are significantly understated. In
addition to the information from producers previously alluded to, employment
information from Club Car, Inc., and Nordco Marketeer do not include data from
these years. Because of changes in ownership, this information was not
available. A-18
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increasing.
or by * * * percent.

A~20

The number inecreased steadily from * * * in 1975 to 888 in 1979,

There has also been a noticeable increase in the ratio of production and
related workers producing golf cars to all employees in U.S. establishments

producing golf cars.

In 1975, the ratio was * * * percent, and it increased
steadily to 62 percent in 1979.

Table 8.--Average number of émployees,in.U.S. establishments producing golf
cars, total and all production and related workers producing golf cars, and
wages paid to and man-hours

firms, 1975-79

worked by all production and related workers, by

Firms fo197s P 1976 P 1977 ¢ 1978 1 1979
Average number of all : : : : :
employees: : : : : : _
E-Z-Go : dkk o kv o vk o ekede o ek
Harley-Davidson======-: ke *hk s L Fwke dedede
Club Car 2 L) wek o 1) ek 1) Rk ik dedeie
All other : Fhk ik wkek fkadalit] Fedk
Total : *dk Wk whk 1,336 : 1,423
All production and re- : : : : :
lated workers pro- : H : : :
ducing golf cars: : ‘ : : K :
E-2-Go : ki dkk o dedek Yk dededke
Harley-Davidson—-——---- : Fedek Ll ik *kk Fdeie
Club Car 1/ ddke o 1) ddk 1] wdk kK Fdek
All other ek fadalali] Fowd Fkdk Fokek
Total *hk Fkde wkk 856 : 888
Wages paid to all pro- : : : :
duction and related : : : :
workers: : : : : :
E-Z-Go-1,000 dollars--: ik *dk ek ek wk
Harley-Davidson-do----: ke diek . Kk g *ick . el
Club Car do 1/ %% 3 1/ %k ;1) ek *kk g *¥ek
All other do okl *hE Fedk kadali] sedede
Total do dedek s Fkk kk 3,968 : 4,766
“Man-hours worked by all : : o
production and :
related workers: : : : :
E-Z-Go---1,000 hours——: wkk Wk wkE wkk ek
Harley-Davidson-do—--—--: *xk ik g Tk ek Fedede
Club Car --do S VAR G VAR L R WA L Fick *dk
. All other do fadedi ok 3 *ik Fdk ¥k
Total do wekk o *k g *hE 768 : 829

1/ Club Car, Inc., was purchased
for the years 1975-77 are not available to the present owners.

from Johns Manville Corp. in 1978. Data

Source: Compiled from data submitted in response to questionnaires of thg.)g
U.S. International Trade Commission.
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Aggregate wages paid to all production and related workers producing golf
cars have generally increased during the period under consideration, despite a
sharp drop in wages for 1977. Wages increased from * * * million in 1975 to
" $4.8 million in 1979, or by * * * percent. The decline in 1977 wage data
disappears when * * * figures are removed. The trend in wages paid to the
production and related workers of the other U.S. producers is clearly
increasing. »

The same trend holds for man-hours worked by all production and related
workers producing golf cars. The aggregate figures fluctuated, decreasing
from * * % in 1975 to * * * in 1977, or by * * * percent, then rebounding to
829,000 in 1979, increasing by * * * percent from the 1975 level. However,
the man-hours worked by the production and related workers of U.S. producers
other than * * * increased steadily over the period.

Employment data for U.S. producers of golf cars are broken out by types
of cars in table 9. The data delineate significantly different trends for
electric and gas cars. The number of all production and related workers
producing electric cars increased steadily from * * * in 1975 to * * * in
1979, or by * * * percent. Wages paid to all production and related workers
producing electric cars increased dramatically from * * * in 1975 to $2.8
million in 1979, or by * * * percent. Similarly, man-hours worked by all
production and related workers producing electric cars increased from * * * in
1975 to * * * in 1979, or by * * * percent.

In contrast, although the number of production and related workers
producing gas cars increased by * * * percent from 1975 to 1979, wages paid to
these workers declined by * * * percent and man-hours worked by these
employees declined by * * * percent.

U.S. inventories

U.S. producers' end~of-period inventories for 1975-79 are shown in table
10. Owing to the lack of data mentioned earlier, no conclusions based on
quantity can be drawn. However, certain conclusions can be drawn on the basis
of the ratio of inventories to sales, since these figures reflect information
obtained from U.S. producers which accounted for 86 percent of U.S. golf car
production in 1975-77 and 96 percent in 1978 and 1979. For 1975-79, the ratio
of inventories to sales of golf cars increased. The ratio increased steadily
~ from 2.5 percent in 1975 to 7.0 percent in 1978, but dropped to 3.5 percent in
1979.

The ratio of inventories to sales of electric cars has also increased
over the period. The ratio for electric cars increased from * * * percent in
1975 to * * * percent in 1977, and then declined to * * * percent in 1979.

Inventory levels for gas cars have been lower and more stable than those
for electric cars. Nonetheless, the ratio of inventories to sales of gas cars
has followed a similar pattern. The ratio for gas cars increased from % * *
percent in 1975 to * * * percent in 1978, before dropping to * * * percent in
1979.
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Table 10.--Golf cars: U.S. producers' inventories, by
types, as of Dec. 31, 1975-79

Item Po1975 0 1976 C 1977 1978 ¢ 1979
Inventories: 1/ ‘ : :
Of electric cars—-——--——=-=-- -units--: L *xk ko ek k%
Of gas cars , --do : Fdk 3 kdek p Kk kdk ;0 ke
Total do : . 861 : 1,435 : 2,413 : 3,373 : 1,671
Ratio of inventories to sales: : : : : :
Of electric cars—=—————- percent——-: ik ik *HE kot ok
Of gas cars - do : Fkk Fdk Fkdk Fik bedadad
Total - do : 2.5 : 3.8 : 6.6 : 7.0 : 3.5

1/ Figures for 1975-79 are significantly understated because of lack of
questionnaire response. :

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

Financial performance of U.S. producers

It is apparent from the selected financial data on U.S. producers' golf
car operations presented in table 11 that, despite increasing sales, the
profitability of the industry has declined over the period under consideration.
With the exception of 1975, net sales increased steadily from $41.5 million in
1971 to $100.5 million in 1979, or by 142 percent. The cost of goods sold,
however, increased at a faster rate. Again, with the exception of 1975, the
cost of goods sold increased steadily from $31.3 million in 1971 to $83.1
million in 1979, or by 166 percent. Similarly, general, selling, and
administrative expenses have increased every year except 1975, rising from
$5.5 million in 1971 to $13.9 million in 1979, or by 152 percent.

The net result has been a general decline in the net operating profit of
U.S. golf car producers. Net operating profit increased from $4.7 million in
1971 to $5.1 million in 1972, but then declined sharply to a net operating
loss of $103,000 in 1974. Profits were restored in 1975, and by 1978 the net
operating profit had rebounded to $5.8 million. In 1979, however, profits
amountéd to only $3.5 million, declining by 38 percent from the previous year.

The industry's profitability, as reflected by the ratio of net operating
profit to net sales, can be characterized by three phases: a rapid decline
during 1971-74; improvement from 1974 to 1977; followed by a deterioration
during 1977-79. 1In 1971 and 1972, the ratio of net operating profit to net
-sales was at a high of 11.3 percent. However, the industry's profitability
subsequently declined sharply, and in 1974, the ratio reached a low of
negative 0.2 percent. The ratio then increased steadily to 7.6 percent in
1977 before declining to 3.5 percent in 1979. This represents a 69 percent
decline in the golf car industry's ratio of net operaring profit to net sales

from 1971 to 1979.
: A-23
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The ratio of the cost of goods sold to net sales of golf cars increased
from 75 percent in 1971 to 86 percent in 1974, or by 14 percent. The ratio
then declined to 77 percent in 1977 before increasing to 83 percent in 1979.

The golf car industry's overall profitability is the result of U.S.
producers' operations on both gas and electric cars (table 12). However,
profitability by type of car has varied significantly during 1975-79.
Available data indicate that the industry's operations on gas cars incurred
losses of * * * in 1975. Profitability was restored in 1976, and the ratio of
net operating profits to net sales increased from a negative * * * percent in
1975 to * * * percent in 1977. However, the profitability on gas car
operations then deteriorated to * * * percent in 1979. Surprisingly, the
ratio of cost of goods sold to net sales of gas cars declined steadily from
* % % percent in 1975 to * * * percent in 1978 and increased only slightly to

* % % percent in 1979.

In contrast, available data indicate that U.S. producers' operations on
electric cars remained more profitable than those on gas cars with the
exception of 1977 and 1979. 1In 1975, operations on electric cars produced a
net operating profit of * * * resulting in a ratio of net operating profits to
net sales of * * * percent. The ratio then increased steadily to * * *
percent in 1978 before dropping sharply to * * * percent in 1979. The ratio
of the cost of goods sold to net sales also presents a significantly different
trend than that for gas cars. The ratio declined from * * * percent in 1975
to * * % percent in 1977, or by * * * percent. The ratio for electric cars
then increased to * * * percent in 1979, or by * * * percent, but remained
only slightly above the 1975 figure.

The Question of the Causal Relationship Between
LTFV Imports and the Likelihood of Injury

U.S. imports and market penetration of imports

' Golf cars have entered the United States from only two countries, Poland
and Japan (table 13). The Poles began to export Melex golf cars, which are A.25
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Table 12.--Profit-and-loss experience of selected U.S. producers of electric and

gas golf cars on their gas and electric golf car operations, by firms, 1975-79

T : t g : General, ¢ Ratio of : Ratio of
ross : . .
: : : ..+ selling, : Net operating : net operating : cost of
. Cost of profit b : :
Year and firms : Net sales : : :and admin-: profit or profit or : goods
. goods sold or . .

s : P(loss) ‘istrative : (loss) i+ (loss) to : sold to
. : : :_expenses : : _net sales  :net sales

: 1,000 1,000 : 1,000 : 1,000 : 1,000 : :
: dollars : dollars :dollars: dollars : dollars : Percent : Percent

Operations on electric cars: : : : : : s :

1975: H : : : : : :
E-Z-Go : dekeke dokeke ; dkk dick ; ek ik sedede
Har ley-Davidson : devck Yeiek Yedek o s wdk Fdde Sedede
Club Car 1/ : dekde o ik Kk ik ke sk Sedede
Davis 500 2/ : deicke ; dodke Fedcke 3 Yok dedek . ek deded
Total : ek ok Fedede 3 ke ddede o ek s kR

1976: : : : : : : :
E~-Z-Go : deiede ek s kwk g *ik s wkde dedede dekde
Har ley-Davidson : dekek ik ik wdk wick wick ek
Club Car : dekk . ddek o Ak ik g Fkde dedede Fedede
Davis 500 2/ : wdck wick o Rdek Hdk . dodek e dedede
Total ———— : ek ; dek ; dekk g ik xk ; ke Tk

1977: : : : : : : :
E~-Z-Go . . e sk dedck ek dekedke ; ek dedeve
Harley-Davidson : Sk ddek 3 bk wkk wohek wedde kK
Club Car : dokke dkek ik deicde dekcke dekde ; dedeve
Davis 500 2/ - : dedcle ; ko ek deick ; gk dricke ekl
. Total : ek ik ek wekke wkke ek wk%

1978: H : : : H : :
E-Z-Go s deick sk 3 dodeke g deice skl ; Sk dekeve
Har ley-Davidson : dedce ek g dedk ek 2 ek Fdck o eiede
Club Car : kb ek 3 ddke ok wedde ; etk Fedek
Davis 500 . deick o ik ; dewk dedcde o wdde dewek sedede
Total . dekk PTG ek PO e Faek

1979: H : : H H : :
E-Z-Go : dede dkk y dedeke g ] ek dekck dedese
Har ley-Davidson : ke Fdcke 3 ke g kg Yok ke : Fedek
Club Car . dekke y dick ; dekk g sk dekede ; skt Fdede
Davis 500 : deick ek o ek . ek o Fdck Fekk ek
Total : Tk ; ik 3 Ak g ek ke ; T *hox

Operations on gas cars: : : : : : : :

1975: : : : : : :
E-Z-Go dicde ; Yedcke 3 dedek deick ; dedede y dedeke ; dekese
Harley~Davidson : ek g ik ke Ficke Fekk ke g Fekek
Total : Jexke 3 Sokdck ;| wwk g P Yook 3 x ; Fedek

1976: : : : : : : :
E-2-Go . dedek g ek 3 dedcke g dedek ¢ Al kdke Sedede
Harley-Davidson: : dkek Ak ek Fekk wedek dekde 3 fdoled
Total . *xk ; ek 7 wkk ; e ; Yk ; "ok : ek

1977: : : : : : :
E~Z-Go . ddck : dekck 3 dedek dedeke Fedeke dedede Fedeske
Harley-Davidson : dekek dkk s kkk dekcke . ek o Fekk o ke
Total : *RR ; Tk 1 wwk ik ; Fohx ; ok : Sk

1978: : : : " : : :
E-Z-Go : deded 3 dedck y kdck dedek Fick ; dokde ; Fedek
Harley-Davidson : deek o dkk p ke deick 3 ek o Sekde Fekke
Total : ok Wk o kwk dedede ddek g Fdck edede

1979: : : : : : : ot
E-Z-Go . dedck ddcke s ek PR dedee ; . dwk s ek
Harley-Davidson deeke kk o ik . ke fokeloliE Fkde Fedek
Total e ; Hdck 5 weRk Tx ; ek ; ek ; Jekk

1/ Club car, Inc. was purchased from Johns Manville Corp. in 1977.
2/ Davis 500 began producing golf cars in 1977.

Source: Compiled from data submitted in response to questionnaires

Data are not available to present owners.

of the U.S. International Trade Commission.
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electric cars, to the United States in 1971, and in that year 959 cars entered
the domestic market. Thereafter, imports from Poland increased rapidly until
1975, when 10,000 Melex cars were imported. Imports of Polish golf cars
dropped to 6,000 units in 1976 following the finding of dumping, but increased
to nearly 10,000 again in 1978, or by 55 percent. In 1979, however, imports
from Poland dropped sharply to 5,200 units, or by 47 percent from the 1978
level. This drop in imports was primarily due to cut backs by two major
distributors of Melex cars- * * % ,

*
*
%
%
P
*
*

The ratio of imports from Poland to apparent U.S. consumption followed a
trend similar to that of imports (table 5). The ratio of imports to apparent
U.S. consumption of gas and electric cars, increased steadily from 2 percent
in 1971 to a peak of 18 percent in 1975, but dropped to 12 percent in 1976.
From 1976 to 1978, the ratio of imports of Melex cars to apparent U.S.
consumption of all golf cars increased to 15 percent before falling to * % *
percent in 1979. The ratio of imports from Poland to apparent U.S.
consumption of electric cars has been consistently higher, but has followed
similar pattern. The ratio increased from 3 percent in 1971 to a peak of *
* percent in 1975, and dropped to * * * percent in 1976. The ratio then
increased to * * * percent in 1978 before falling to * * * percent in 1979.

a
*

Japan began to export a gas golf car to the United States in 1978 and an
electric model in 1979. The gas car has been well accepted. Imports of the
Japanese gas car * * * in the second year, increasing from roughly * * * cars
in 1978 to roughly * * * cars in 1979. 1In 1979, * * * electric cars were
imported from Japan. Imports from Japan also increased substantially as a
ratio of apparent U.S. consumption of all golf cars. The ratio increased from
* % % percent in 1978 to * * * percent in 1979, or by * * * percent. The
ratio of imports of the Japanese gas car to apparent U.S. consumption of gas
cars increased from * * * percent in 1978 to * * * percent in 1979, or by
% % % percent. Yamaha is now * ¥ * in the volume of gas car sales made in the
United States. The Yamaha electric car accounted for * * * percent of
apparent U.S. consumption of electric cars in 1979.

"Prices

Quarterly pricing information for 1977-79 was requested from U.S.
importers, producers, and a number of dealers or distributors of golf cars.
Importers and producers submitted the lowest net selling price on sales to
distributors or dealers, which were confirmed in virtually all cases by the
distributors' or dealers' reported lowest net purchase prices. This
consistency is to be expected, since it is an industry wide practice to offer
golf cars at standard prices to all dealers and distributors. Usable data
were received on the prices of seven U.S. golf car producers to their dealers
or distributors. During 1977-79, these firms accounted for about 95 percent

of U.S. golf car production.
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The standard equipment included with a golf car varies between brands.
Therefore, the prices of golf cars have been adjusted to a common basis.
Prices for electric cars have been adjusted to represent fully assembled cars
equipped with batteries, a battery charger, and automotive-type steering.
Prices for gas cars are also adjusted to include automotive-type steering.
Prices for factory-installed accessories as given on price lists were used
where available to arrive at adjustment costs for the domestic products.
However, for the golf cars offered by Melex, USA, Yamaha Motor Co., Ltd., and
Pargo, Inc., adjustment costs were based on information obtained by telephone
from three golf car dealers. The general consensus among the dealers was that
adjustment costs have risen approximately 5 percent annually since 1977.
Accordingly, adjustment costs for 1977 and 1978 were derived by deflating the
current costs. The final adjusted prices for golf cars are shown in tables
14, 15, and 16. Graphs showing unit prices and quantities sold at those
prices, by quarters, 1977-79 are given in figures 1 through 6. It should be
noted that these prices have not been adjusted to reflect the differences in
support services or warranties offered by U.S. producers and importers of golf
cars to their distributors and dealers.

From 1973-75, Melex cars were consistently lower priced than domestic
golf cars, although the margins of underselling were declining. 1/ 1In
contrast, during 1977 and 1978. Melex cars were occasionally higher priced
than some domestic models of electric cars, specifically Pargo's and American
Continental's. However, Melex's prices were still lower than U.S. producers'’
weighted average unit prices, and the margins were increasing. By 1979, Melex
was again consistently underselling all U.S. golf cars. It should be noted,
however, that these prices only give an indication of what the price might be
in the actual market place where direct competition between golf car brands .
occurs. The final price quote on a golf car is a function of many things such
as trade-in allowances, the profit margin required by the individual dealers,
and the size and relative importance of the sale to the dealer.

In 1973, the 3-wheel Melex car cost 15 percent less than the lowest
priced domestic 3-wheel car, and in 1975 the margin of underselling declined
to 6 percent. In 1977, the price of the Melex 3-wheel car was 11 percent
below the weighted average unit price of domestic 3-wheel electric cars. 1In
1978, the margin of underselling increased to 14 percent, but declined to 13
percent in 1979.

Prices. for the 4-wheel Melex car followed a similar trend. In 1973, the
‘4-wheel ‘Melex car cost 17 percent less than the lowest priced domestic car,
but that margin declined to 4 percent in 1975. 1In 1977, the Melex 4-wheel car
cost 7 percent less than the weighted average unit price of domestic 4-wheel
electric cars. 1In 1978, the margin of underselling increased to 14 percent,
but declined to 11 percent in 1979.

During 1977-79, Melex's prices did not increase as fast as U.S.
producers' weighted average prices for golf cars. In 1979, the weighted
average unit prices for Melex 3- and 4-wheel cars were 11.3 and 11.2 percent
higher than the weighted average unit prices for the respective models in

1/ Pricing data and mérgins of underselling in 1973-75 were developed in the
Commission's previous investigation.
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Table 16.--3-wheel gasoline golf cars: Lowest net unit prices received and
quantities sold at that price, by quarters, 1977-79 1/

: Harley-Davidson 1/ fE-Z-GO, Textron

.

Unit price:

1977 : : :
January-March : *kk . Fedede
April-June : *ik Jedesk
July-September : Tkk . Fedek
October-December-——=-==—emmeemme—————— : *kk . ek
1978: : :
January-March - : *kk . dedode
April-June ‘ : : *kk . fedek
July-September : *kk Fedede
October-December : *dde . Kk
1979: . .
January~March —_— : Wk s dedede
April-June -- —————————— Kk . Kol
July-September———=—————m—e e ek . wekede
October-December--: : *kk . Fdeke
Quantities sold:
1977: :
January-March : ek Sk
April-June : dkk o Sk
July~-September—-—---- ' : *kk . fedek
October-December - : ' *%k . S
1978: :
January-March . ik . dedode
April-June--- : Tkk o ke
July-September———=—————e—— e : *kk . Feded
October-December- : dekd o ek
1979: . :
January-March : wdkk . Jedede
April-June - : ’ Kdeke o )
July-September : sk . ek

October-December—--——-——-——- ——————————— : ke o Sk

1/ Prices adjusted to reflect cars with automotive-type steering.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission and adjusted from price lists of purchaser
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