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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

Investigation No. 731-TA-4 (Preliminary)
Countertop Microwave Ovens from Japan

On the basis of the information developed during the course of invéstigation
"No. 731-TA-4 (Preliminary) (countertop microwave ovens from Japan), the
Commission determines unanimously that there is a reasonable indication that an
industry in the United States is materially injured.l/ by reason of the importation
of countertop microwave ovens from Japan, provided for in item 684.25 of the Tariff
Schedules of the United States, which are allegedly sold at less than fair value. |

Section 102 of the Trade Agreements Act of 1979 requires the. Commission
to conduct preliminary antidumping investigations in cases where, on
January 1; 1980, the Administering Authority has begun an investigation, but not
yet made a preliminary determination, under section 732 of the Tariff Act of 1930
to determine whether the class or kind of merchandise described in the petition is
being, or is likely to be, sold in the United States at less than fair value.
On January 7, 1980, the Commission received advice from the Department of Commerce
(the administering authority effective January 1, 1980) that such an investigation
had been instituted prior to January 1, 1980, with respect to imported countertop
microwave ovens from Japan.‘ Accordingly, effective January 1, 1980, the Commission
instituted a preliminary antidumping investigation under section 733(a) of the Tariff
Act of 1930, as amended, to determine whether there is a reasonable indication that
an industry in the United States is materially injured, or is threatened with material
injury, or the establishment of an industry in the United States is materially

retarded, by reason of imports of countertop microwave ovens from Japan.

l/ Commissioners Moore and Stern determined that there is a reasonable indication
that an industry in the United States is materially injured or threatened with
material injury.



2
Notice of the institution of the Commission's investigation and of the

conference held in connection therewith was published in the Federal Register

of January 14, 1980 (45 F.R; 2714). On January 28, 1980, a public conference was
held in Washington, D}C., and all persons requesting the opportunity were permitted
to appear in person or by counsel.

In arriving at its determination, the Commission gave due consideration
to information provided by the Administering Authority, to all written submissions
from interested parties, and information adduced at the conference and obtained
by the Cbmmission's staff from documented personal interviews, and other sources,
all of which have been plécéd on the administrative record of this preliminary

investigation.



VIEWS OF CHAIRMAN CATHERINE BEDELL, COMMISSIONERS, MICHAEL CALHOUN,
GEORGE MOORE, AND PAULA STERN

This preliminary investigation was instituted on January 1, 1980, by the
Commission pursuant to section 733(a) of the Tariff Act of 1930 to determine
whether, with respect to countertop microwave ovens from Japan, provided for
in TSUS item 684.25, there is a reasonable indication that an industry is
materially injured, or is threatened with material injury, or the establishment
‘of an industry in the United States is materially retarded, by reason of
imports of the merchandise allegedly sold or likely to be sold at less than
fair value. 1In order for the Commission to make an affirmative determination
'under section 733 of the Tariff Act of 1930 (19 U.S.C. 1673(b)), it is necessary
to find that information in the administrative record demonstrates the reasonable

indication described above.

Determination

On the basis of the information obtained in this investigation, including
the Commission's report on Countertop Microwave Ovens from Japan, 1/ we
determine that there is a reasonable indication that an industry in tthUnited
States is'materialiy injured or is threatened with material injury by reason
of imports of countertop microwave ovens from Japan which are allegedly sold
at less than fair value. 2/

The Trade Act of 1979 (sec. 733(a)) directs that the Commission '"'shall
make a determination, based upon the best information available to it at the
time of the determination . . . ." The Act further specifies in section 771(7)
771(7) (B) and (C) that the Commission shall consider, among other factors--
(i) the volume of imports of the merchandise which is the subject of this

investigation, (ii) the effect of such imports of merchandise on prices for

1/ USITC Publication 1003, September 1979.
2/ Chairman Catherine Bedell and Commissioner Calhoun determined that there is

a reasonable indication that an industry in the United States is materially
injured. '



like products, and (iii) the impact of imports of such merchandise on domestic

producers of like products. In light of these directives; we base our

decision on the following preliminary findings of fact and conclusions of

law:

Imports of countertop microwave ovens from Japan
increased from 530,000 units in 1976 to 765,000
units in 1978, or by 44 percent. During this
period the market share of such imports increased
by six percentage points. Although imports from
Japan declined during 1979 by 3.3 percent compared
with imports in 1978, market penetration remained
at 29 percent. 2

Capacity utilization in the domestic industry
declined from 78 percent in 1976 to 50 percent in
1978. &4/

The number of production and related workers pro-
ducing countertop microwave ovens declined steadily
from 1976 through the first half of 1979 by 33
percent. 5/

The Commission was able to obtain profit-and-loss
data information for only about 60 percent of the
industry. The data obtained revealed that net
profits as a share of net sales declined from 14.4
percent in 1976 to 10.1 percent in 1978 and dropped
sharply during the first half of 1979 to 2.9
percent compared with the first half of 1978. This
decline occurred during a period of expected growth
for an industry of this type. 2 ‘

Net sales for this portion of the industry increased
steadily from 1976 through November 1979. However,
the notable increase in January-November 1979
occurred at a time when imports from Japan declined
both absolutely and relatively for the first time. Z/
The decline occurred while antidumping proceedings
under the Antidumping Act, 1921 were underway.

The Commission was able to obtain information giving
a reasonable indication that domestic producers lost
sales to imports from Japan allegedly sold at less

3/ Staff report, p. A-17.

4/ 1bid., p. A-9.

5/ Staff report, p. A-12.

6/ Ibid., p. A-14.

7/ Cumins Testimony, Conference Transcript, p. 29.




than fair value. 8/ However, the Commission has yet
to obtain information confirming that these lost
sales resulted from underselllng by the suppliers
of Japanese ovens.

5. Although the petitioner in this proceeding alleged
that price suppression or depression resulted from
imports sold at less than fair value, no evidence
of price underselllng or of other price effects
was received by the Commission. Complex variations
among different models of imported Japanese and
U.s. —produced microwave ovens prevented any mean-

_ingfil Commissien survey ‘of price comparisons
during this 45—day preliminary inquiry. 9.

Additional views of Commissioners Stern and Calhoun

"In detegpiﬁzjg_whethe: Qf:pot a'reaéonable indicat;on of material injury
or threat of ma;exiel‘ipjury exists, the @ommission is required to base its
degieiqn_gﬁon Eﬁe best igfprpetign avaiLable-to‘it at the time. 1o/ Unfortu-
' .nately, thelteeerd js ;peomplete inuthis,case,‘leaving unanswered important
questions on profits and on pricing.

The iehopt of thegSehate Committee on Finance in the Trade Act of 1979

‘ot

remarked that--

"While the committee recognizes that the ITC cannot
conduct a. full-scale investlgation in 45 days, it expects
the Commission to make every effort to conduct a thorough
inqulry during that period. The nature of the inquiry may
vary from case to case depénding on the nature of the
1nformation available and the complex1ty of the issues."

However,'it’adds that--

'"[t]he burden of proof under section 733(a) would
be on the petltloner w11/

The report from the House Committee on Ways and Means further states that

""[t]he petitioner will be expected to use reasonable efforts to collect

information from public and industry sources." 12/

i

8/ Staff report, p. A-18. S
9/ staff report, p. A-18.

10/ Sec. 733(a) of the Tariff Act of 1930 (19 U.S.C. 1637b(a)).

11/ Senate Finance Committee Report, p. 66.

lg/ Report of the Committee on Ways and Means, House of Representatives, p. 60,



It is thus the stated intention of Congress that the petitioner be charged
with a vital role in supplying thelCommission with Ehe informatidn necessary
in its determination, particularly with respect tb the staié-éf.the domestic
industry, as detailed in 771(7)(C)(iii) of the Act. Accordingly, it‘is
expected that the petitioners and those parties suppqrting'a ﬁetition will come
forward with information of this nature as well as any inf&rmation available to
them on volume of imports and price ef%ects‘(771(7)(C)(i)”5nd (i1)). A failure
to do so is inexcusable.

We do not interpret this language to require the petitioner to‘bggrzthe.u
burden of persuading the Commission. The Commission undertakes its, own inves-
tigation, an obligation which it cannot shirk by.concluding that a party has ..
failed to persuade it of the correctness.of its position. .Rather, the burden
of proof placed on the petitioner is the burden of coming forward with necessary
information.

Clearly, additional profit-and-loss and pricing information would have
been useful in reaching a determination in this investigation, a fact which was
underscored several months ago during the Commission's previous investigation
of this industry, conductéd under the Antidumpiﬁg Act of 1921. lé/ Tﬁe
petitioner, AHAM, representing a majority of the producers in this ind&stry,
failed to supply complete information; Furﬁhe;ﬁore, a éignificant produéer
in this industry, indeed a firm which--though not a member of AHAM;—publiciy
supported the petition, failed to come forwérd or to supﬁly upon request
profit-and-loss data to the Commission. In both cases, this. failure to act

responsibly is highly questionable.

13/ See "Statement of Reasons of Commissioners Bill Albergér and Paula étern,"
pp- 9-10, USITC Publication 1003, September 1979.



VIEWS OF VICE-CHAIRMAN BILL ALBERGER

On the basis of the record developed in investigation no. 731-TA-4
(Preliminary), I determine that there is a reasonable indication that an
industry in the United States is materially injured, by reason of imports
from Japan of countertop microwave ovens provided for under item number
684.25 of the Tariff Schedules of the United States, which are allegedly
sold at less than fair value.

In this case, I adopt items 1, 3 and 4 of the attached "Supporting
Statement by the Director of Operations for an Affirmative Determination

on Countertop Microwave Ovens from Japan."

Additionally, the following
support my.judgment that there is a reasonable indication of material

injury by reason of these imports from Japan.

1. In a period of increasing consumption of countertop micro-
wave ovens, domestic production remained stable. (See report
at p. A-8.)

2. Price and lost sales data are inconclusive. Prices are not
available for comparable models produced domestically and those
exported from Japan. Our limited information indicates declining prices
for both domestic and imported products. (See report Tables 13 and 14
at p. A-20.) It is possible that the imported product does not under-
sell the comparable domestic product, and thus technical dumping would
occur.* It is also possible that the imported product is underselling
the domestic product. This information will be criticél if we have

a final injury determination to make in this case.

* Trade Reform Act of 1974: Report of the Committee on Finance. . . ,
S. Rept. No. 93-1298, (93rd Cong., 2nd Sess.) 1974, p. 179.



SUPPORTING STATEMENT BY THE DIRECTOR OF OPERATIONS FOR AN
AFFIRMATIVE DETERMINATION ON COUNTERTOP MICROWAVE OVENS
FROM JAPAN (NO. 731-TA-4 (Preliminary))

1. The Commission recently conducted investigation No. AA1921-Inq.-28
concerning Countertop Microwave Ovens from Japan and reported to the Treasury
the results of that investigation on September 24, 1979.. The Commission, by
a unanimous vote, determined that there was a reasonable indication that an
industry in the United States is being or is likely to be, injured by reason
of the importation of Countertop Microwave Ovens from Japan, allegedly sold
at less than fair value as indicated by the Department of the Treasury. No
new evidence of significantly changed circumstances since the Commission's
prior investigation has been presented. X

2. 1In the prior investigation the petitioner alleged significant margins
of dumping and that this dumping had several injurious effects, including a
substantial loss of market share, price suppression or depression, unemploy-
ment, declining profitability, and underutilization of capacity. The
Commission's investigation revealed reasonable indications .of such injury.

3. Imports of Countertop Microwave Ovens from Japan increased from _
530,000 units in 1976 to 765,000 units in 1978, or by 44 percent. During this
period the market share of such imports increased by six percentage points.
Although imports from Japan declined during 1979 by three percent compared
with imports in 1978, the market penetration remained at more than 30 percent.

4. Data submitted to the Commission during the investigation (AA1921-
Inq.~28) indicates that U.S. capacity utilization declined from 78 percent in
1976 to 50 percent in 1978. Employment and profit in the industry also
declined. The profit-and-loss experience of firms which reported to the
Commission (60 percent of the industry) showed that profit declined steadily
from 1976 to 1978 and was sharply lower during January-June 1979, compared
with January-June 1978.

5. Although interested parties at the public conference on January 28,
1980, submitted information concerning increased sales by U.S. producers of
microwave ovens in 1979 compared with earlier years, increased sales by these
firms came at a time when imports from Japan had declined. There is a
reasonable indication that the domestic producers lost sales to imports from
Japan alleged to have been sold at less than fair value.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On August 24, 1979, the U.S. International Trade Commission received
advice from the Department of the Treasury that there is substantial doubt
that an industry in the United States is being or is likely to be injured by
. reason of the importation of countertop microwave ovens from Japan that may be
sold in the United States at less than fair value (LTFV) within the meaning of
the Antidumping Act, 1921. Accordingly, on August 30, 1979, the Commission
instituted inquiry No. AA1921-Inq.-28 under section 201(c) of said act to
determine whether there is no reasonable indication that an industry in the
United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such merchandise into the United
States. :

On September 24, 1979, the Commission notified the Secretary of the Trea-
sury that the pending Treasury Department investigation on the nature and
extent of sales at less than fair value of countertop microwave ovens from
Japan under the Antidumping Act, 1921, should not be terminated.

As a result of the Commission's determination, the Treasury Department
continued its investigation, which it instituted under the Antidumping Act
- pursuant to a complaint filed by counsel for the Association of Home Appliance
Mamufacturers alleging that firms in Japan are dumping their merchandise in
the United States. ‘ ‘

On the effective date of the antidumping provisions of title VII of the
Tariff Act of 1930, the Treasury Department investigation was in progress and
that department had not yet made a preliminary determination as to the ques-
tion of less-than-fair-value sales. Accordingly, the provisions of Reorgani-
zation Plan No. 3 of 1979, and section 102 of the Trade Agreements Act of 1979
required that the subject matter of the antidumping act investigation become
sub ject to the provisions of title VII of the Tariff Act of 1930 as if the
Department of Commerce had commenced an investigation under section 732 of
that act to determine whether the class or kind of merchandise described in
the petition is being, or is likely to be, sold in the United States at less
than fair value.

Accordingly, the Commission instituted the instant preliminary investi-
gation pursuant to section 733(a) of the Tariff Act of 1930 to determine
whether, with respect to countertop microwave ovens from Japan provided for in
the Tariff Schedules of the United States (TSUS) item 684.25, there is a.
reasonable indication that an industry in the United States 1s materially
injured, or threatened with material injury, or the establishment of an indus-
try is materially retarded, by reason of imports of the merchandise allegedly
sold or likely to be sold at less than fair value. By statute, the Commission
must render its determination within 45 days of the effective date of title
VII of the Tariff Act of 1930 or, by February 14, 1980.

In connection with the investigation, a public conference was held by the
Director of Operations in Washington, D.C., on January 28, 1980, at which all
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interested parties were afforded the opportunity to present information and
data for consideration by the Commission. Notice of the institution of the
investigation and the public conference was given by posting copies of the
notice at the Office of the Secretary to the Commission in Washington, D.C.,
and at the Commission's office in New York City, and by publishing the origi-
nal notice in the Federal Register on January 14, 1980 (45 F.R. 2715). 1/

The Product

Description and uses

Microwave ovens are electronic cooking devices which heat food by appli-
cation of high-frequency energy. This high-frequency, or microwave, energy is
attained by means of a magnetron tube, which converts 60-cyclesper-second
household electricity to 2,350 million cycles per second. The microwave
energy creates a strong electrical field, causing food molecules to polarize
and align themselves in the direction of the field. As the field changes
direction with each cycle (2,350 million times a second), the food molecules
are agitated and generate frictional heat.

The two principal advantages of cooking with microwave ovens versus con-
ventional gas or electric ovens are their cooking speed and their ability to
heat the entire food mass uniformly. These features make microwave cooking
particularly advantageous for defrosting and reheating purposes. In additionm,
microwave ovens are considerably more energy efficient than.conventional ovens.

Approximately 90 percent of the microwave ovens sold to consumers in the
United States currently are designed for use on kitchen countertops. Both
domestic and Japanese mamufacturers offer a wide variety of countertop models
which are distinguishable primarily in terms of capacity and the types of
features offered. Since their introduction in 1975, electronically controlled
microwave ovens have captured an increasingly large share of the countertop
market, which was formerly dominated by the less expensive mechanically con-
trolled ovens.

In addition to countertop models, microwave ovens are sold as combi~
nation, built-in, and commercial units. 2/ Combination units (also referred
to as high-low, over-and-under, or double-decker ranges), typically consist of
a microwave oven mounted in a conventional freestanding gas or electric range,
generally as a supplement to the standard oven. 3/ Built-in units are

1/ A copy of the Commission's notice of institution of Preliminary Anti-
dumping Investigations and scheduling of conferences is presented in the
appendix.

2/ In addition to these types of microwave ovens, a small number of
microwave ovens for industrial use are custom made by firms other than those
which produce countertop units. Such ovens are intended for large-scale
heating, processing, and thawing of food, drying of industrial products, and
so forth.

3/ Another variety of combination unit is frequently referred to as the
common-cavity range. This unit is frequently a freestanding range in which
the microwave section is common to the regular heat section.
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designed in such a way as to allow for permanent installation in a kitchen
wall or above a conventional range in the space normally occupied by the vent
hood. Commercial units are specifically designed for commercial fast-food
service and vending use. Such units tend to be large, very powerful, and
durable, with different controls and fewer options, and cost 2 to 3 times more
than the product designed for household use. These units are sold to restau-
rants, to vending stand operators, and to hospitals and schools for insti-
tutional feeding.

U.S. tariff treatment

Microwave ovens (other than industrial microwave ovens) are classifiable
under the provisions of TSUS items 684.25 and 684.26. 1/ For TSUS item
684.25, the column 1 (most-favored-nation) rate of duty-—4 percent ad
valorem--has been in effect since January 1, 1972, when the final stage of the
concessions granted in the Kennedy round of negotiations under the General
Agreement on Tariffs and Trade became effective. Imports from the least
developed developing countries (LDDC) are subject to the same duty, but
imports from designated beneficiary countries are eligible for duty-free
treatment under the Generalized System of Preferences (GSP). Microwave ovens
certified for use in civil aircraft are classifiable under the provisions of
item 684.26 and are duty free for column 1 and LDDC countries. The statutory
rate of duty (col. 2) is 35 percent ad valorem for both TSUS items.

Nature and Extent of Alleged LTFV Sales

According to the petition filed with Treasury, the alleged dumping mar-
gins on microwave ovens imported from Japan range from 27 percent to 107 per-
cent. The petition presented price comparisons on various models of microwave
ovens produced by the seven Japanese manufacturers listed below:

Hitachi, Ltd.

Matsushita Electric Industrial Co., Ltd.
Mitsubishi Electric

Riccar Co., Ltd.

Sanyo Electric Co., Ltd.

Sharp Corp.

Toshiba Corp.

These seven manufacturers supply all or almost all microwave ovens imported
from Japan.

The U.S. Market

Countertop microwave ovens designed for household use were first intro-
duced to the U.S. market in the late 1960's by Amana Refrigeration, Inc. By

- 1/ From 1972 through 1979, microwave ovens were classifiable under TSUS item
684.30.
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1970, two other U.S. producers and several Japanese firms had joined Amana in
developing and supplying a growing U.S. demand for countertop microwave

ovens. Apparent U.S. consumption of microwave ovens (almost entirely counter-
top models) increased rapidly from an estimated 60,000 units in 1970 to an
estimated 1.1 million units in 1975.

Until 1975, all microwave ovens featured mechanical controls with only
one or two power settings. In April 1975, Amana introduced an innovative
model featuring an electronic touch panel and additional power settings. This
model was considered the first of a new generation of microwave ovens, and was
further developed by several U.S. and Japanese manufacturers in 1976. Largely
as a result of the enthusiastic consumer response to the new electronic
models, apparent U.S. consumption of all microwave ovens increased by approxi-
mately 60 percent in 1976 to 1.8 million units, and continued to climb to 2.3
million units in 1978 and about 2.6 million units in 1979.

There appears to be unanimous agreement that microwave oven sales will
continue their marked growth. According to testimony in the Commission's
public hearing, approximately 13 percent of all U.S. households currently
contain a microwave oven. Market analysts predict an annual growth rate of 15
percent in microwave oven sales through 1985, at which time approximately one
out of every two households would contain a microwave oven. Thus far, the
replacement market for microwave ovens has been extremely limited, accounting
. for less than 5 percent of total sales. Industry officials expect the expan-
sion of this market to be a major factor in market growth, however.

While sales of all types of microwave ovens have witnessed steady growth,
combination range sales are setting the fastest pace. Such sales increased
from less than 50,000 units in 1972 to an estimated 230,000 units 1/ in 1978,
accounting for approximately 10 percent of total microwave oven sales in that

year.

While all major U.S. producers and importers operate through nationwide
distribution networks, a large volume of microwave oven sales appear to have
been concentrated in the Western States, particularly California. According
to some market observers, however, this regional concentration is rapidly
disappearing. Several producers have indicated that microwave oven sales are
seasonal to a considerable extent, with sales peaking during September through
December.

The U.S. Industry

Microwave ovens are currently produced in the United States by 14 firms
in 19 plants located primarily in the Midwestern and Southeastern States
(table 1). Although microwave ovens have been produced by the Raytheon Corp.
since the mid-1940's, no models were designed for home use until Tappan Co.
introduced a combination umit in the mid-1950's. Amana Refrigeration, Inc., a
subsidiary of the Raytheon Corp., introduced the first countertop microwave
oven in 1967.

l/ According to estimates contained in Merchandising, March 1979.
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The mumber of firms producing countertop units grew to 3 'in 1970 and to
11 by the end of 1978. 1/ The U.S. industry grew to 14 firms in January 1980,
when Sharp Electronics Corporation began limited production of countertop
microwave ovens. Of these 14 firms, 10 manufacture combination units while
only 3 produce microwave ovens for commercial use. Accounting for the largest
share of production of all microwave ovens in 1978 were * * *, The same firms
accounted for roughly the same shares of all countertop microwave oven pro-
duction. Producers of microwave ovens manufacture a wide variety of other
household appliances including freezers, refrigerators, electric cooking
equipment, room air-conditioners, heat pumps, waste compactors, and dryers.

With the exception of the Japanese-owned companies, no U.S. producers of
microwave ovens are currently importing complete units from Japan. * * *,
Most domestic producers currently import certain microwave oven components,
particularly magnetron tubes, from Japan. Industry sources have reported that
magnetron tubes account for between 8 and 15 percent of the total cost of
producing a countertop unit,

Table 1.—Microwave ovens: U.S. producers of microwave ovens, year
countertop oven production began, and plant locations

Year countertop:

Firm : oven : Plant location
:production began:
Amana Refrigeration, Inc~——--—==-—=——-=: 1967 :(1) Amana, Iowa
General Electric Co —~—— -3 1973 :(1) Columbia, Md.
Hardwick Stove— : 1978 :(1) Cleveland, Ind.
Litton Microwave Cooking Productg-—--- : 1972 :(3) Minneapolis, Minn.
: :(1) Sioux Falls, S.Dak.
Magic. Chef, Inc- ——= : 1972 :(1) Amniston, Ala.
McGraw—Edison Co————-- -3 1977 :(1) Chattanooga, Tenn.
Micro-tronics Industries, Inc————————- : 1977 :(1) Minneapolis, Minn.
Roper Corp———--- : 1969-70 :(1) Chattanooga, Tenn.
: :(1) Lafayette, La.
Tappan Co.— - - 1973 :(1) Mansfield, Ohio
Thermador/Waste King Division of : :(1) paltomn, Ga.

Norris Industries - 1970-71 :(1) Los Angeles, Calif.
Whirlpool Corp. : 1977 : (1) Marion, Ohio
Matsushita Electric Corp. of America--: 1979 :(1) Franklin Park, Ill.
Sanyo Mamufacuring Co--- - 1979 : (1) Forrest City, Ark.
Sharp Electronics Corp——=—===-<=——=—==3. 1980 :(1) Memphis, Tenn.

. 1/ One firm, Micro Electronics Appliances, Inc., a subsidiary of Welbilt
Corp., left the industry in February 1978. * * %,
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The four largest Japanese manufacturers of microwave ovens--Sharp, Sanyo,
Toshiba, and Matsushita--which export to the United States, either have begun
or have announced plans to begin production of microwave ovens in the United
States. Matsushita began production of countertop microwave ovens on July 18,
1979, in Franklin Park, Il1l., The firm plans to produce a projected * * *
units in 1979, * * * units in 1980, and * * * units in 1981. Sanyo began
limited production in late 1979 and expects to produce 146,000 units in 1980.
Sharp began production in 1980 and projects an annual production of 360,000
units. Toshiba plans to produce 200,000 units annually at its plant in
Lebanon, Tenn.

Japanese Producers

Most of the Japanese firms that produce microwave ovens (Hitachi, Matsu-
shita, Mitsubishi, Riccar, Sanyo, Sharp, and Toshiba) are large multinatiomnal
corporations that manufacture a wide variety of consumer-type electrical
appliances. Six of the seven known producers (the exception being Riccar, a
very small producer) also produce television receivers which are marketed in
the United States through the same channels as those utilized in marketing
microwave ovens.

Japanese producers utilize two principal methods of marketing their
microwave ovens in the United States. The manufacturer, through a wholly
owned or controlled sales company in Japan, transfers the merchandise to a -
U.S. sales subsidiary for subsequent arm's-length sale to an independent
wholesaler or retailer. Two of the Japanese producers, Matsushita and Sharp,
also utilize U.S. wholesale distributors which are owned by their U.S. sales
subsidiaries. The other method of distribution is for the wholly owned or
controlled sales company in Japan to sell directly to large purchasers of
private-label sets such as Sears, Wards, Penney's, and so forth. Sales to
these firms are generally made f.o.b. Japanese port with the U.S. purchaser
responsible for entering the merchandise into the United States.

As shown in table 2, Japanese exports of microwave ovens, most of which
are to the United States, increased substantially during 1974-78 despite a
relatively stable level of production. The share of total Japanese shipments
of microwave ovens accounted for by exports to the United States increased
from 10 percent in 1974 to 40 percent in 1978.

Sharp and Sanyo, the two largest suppliers of private-label units, are
the principal exporters of microwave ovens to the United States, accounting
for * * * percent of total Japanese exports during January~June 1979 (table
3). Hitachi, which exported a negligible volume of microwave ovens to the
United States during 1976-78, has indicated to Treasury that * * %,
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Japanese production, shipments,

and exports,

total and to the United States, 1974-78
: : : : : Ratio of
: H . : Total H Export§ to : exports
Year ¢ Production : Shipments : exports : the United : to the United

H : : : States t States to total

: : T : : shipments

: 1,000 units : 1,000 uvnits : 1,000 units : 1,000 units : Percent
1974--==——- : 1,858 : 1,702 : 206 : 170 : 10.0
1975-—===—-- : 1,516 1,547 : 271 : 229 : 14.8
1976——==——- : 1,760 : 1,784 637 : 526 : 29.5
1977 —===--: 1,697 : 1,689 : 785 : 593 : 35.1
1978--————- : 1,898 : 1,907 : 1,068 : 762 : 40.0

Source: Compiled from

statistics published by the Japanese Ministry of Trade and
Industry and the Japanese Ministry of Finance. :
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Table 3.--Microwave ovens: Percentage'distribution of Japanese exports
to the United States, by producers, January-June 1979

(In percent)

Share of Japanese exports

Firm : to the United States

Hitachi : Fekede
Matsushita : Fekk
Mitsubishi—-- : Fekede
Riccar -—-- - ok
Sanyo--- - : dedede
Sharp- : : dedede
Toshiba ——— - : *ik

Total m—————- ‘ : 100

Source: Data obtained by the U.S. State Department from statistics of the
Japanese Ministry of Finance.

Consideration of Injury or the Likelihood Thereof

U.S. production, capacity, and capacity utilization

As shown in table 4, U.S. production of all microwave ovens increased 4.5
percent, from 1.4 million units in 1976 to 1.5 million units in 1977, then
increased 7 percent to 1.6 million units in 1978. A decline of 1.5 percent
followed in January-June 1979 as compared with the corresponding period of
1978. Production of countertop microwave ovens was virtually unchanged in
1976 and 1977 (1.28 million units per year); it then increased to 1.34 million
units in 1978. Production remained at the same level in January-June 1979 as
that reported in the corresponding period of 1978.

Table 4.—Microwave ovens: U.S. prbduction, by types, 1976-78,
January-June 1978, and January-June 1979

(In thousands of units)
All microwave

Countertop microwave

Period : :
s ovens : ovens

1976— : 1,435 : 1,286
1977-~- : 1,499 : . 1,282
1978---- : 1,606 : 1,344
January-June--

1978 806 649

1979---- 79 649

Source: Compiled from data submitted by 8 firms, accounting for an esti-
mated 95 percent of U.S. production in 1978, in response to questionnaires of
the U.S. International Trade Commission.
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Indexed data submitted by the petitioner during Commission investigation
AA1921-Inq.-28 indicate that U.S. capacity for producing microwave ovens
increased by 53 percent in 1977 over the 1976 level, and by an additional 10
percent in 1978. Utilization of capacity declined during this period, from 78
percent in 1976 to approximately 50 percent in 1977 and 1978.

U.S. producers' shipments and exports

As shown in table 5, total U.S. producers' shipments of all microwave
ovens increased 23 percent, from 1.3 million units in 1976 to 1.6 million
units in 1978 and an estimated 1.8 million units in 1979. Shipments of
countertop units by U.S. producers held constant at * * * uynits per year in
1976 and 1977 before increasing to * * * ynits in 1978 and * * * units in 1979.

Exports of all micfowave ovens increased 46 percent, from 71,000 units in
1976 to 132,000 units in 1978, then declined to 102,000 units in 1979.
Exports of countertop microwave ovens followed the same pattern.

Exports of microwave ovens are shipped to over 100 countries. Amana
testified at the Commission's hearing that that firm's primary markets are the
United Kingdom, West Germany, France, and Australia. This official further
testified that Amana, at least, is exporting the same types of microwave ovens
. that it sells in the United States.

U.S. imports

Whether measured in terms of quantity or value, U.S. imports of microwave
ovens, the bulk of which are from Japan, rose steadily from 1972 through 1979,

(table 6). Imports from Japan, however, declined for the first time in 1979.
U.S. imports from Japan rose from 142,000 units in 1972 to 765,000 units in

1978 before falling by 3 percent to 740,000 units in 1979.

Imports of microwave ovens from Singapore began entering the United
States under the GSP in 1978 when such imports accounted for less than 2 per-
cent of total imports. In 1979, imports from Singapore increased their share
of total imports to 13 percent.

All U.S. imports of microwave ovens are believed to be countertop models.
A small percentage of countertop units are imported for use in combination
ranges. No imports of complete combination ranges or industrial ovens are
known to have entered the United States. from Japan. As with U.S. shipments,
an increasingly large percentage of microwave oven imports from Japan are of
the electronic touch panel variety.
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Table 5.--Microwave ovens: U.S. producers' domestic shipments
and exports, by types, 1976-79
:U.S. prodgcers' domestic: Exports : ?otal
: shipments : : shipments
Period a1l microwavefc?untertOP:All microwave:c?untertop: ) All :Co?ntertop
: tmicrowave : :microwave :microwave: microwave
ovens ovens

: t ovens : $: ovens : ovens : ovens

f Quantity (1,000 units)
1976———~—mmcmmmes 1,263 : *kk g 71 ¢ Fkk g 1,334 : ladodad
1977—---——=—mmmu-z 1,341 : kg 85 : whk o1 1,426 deede
1978~==——mmmmemmem : 1,494 : *hk g 132 : *kk 3 1,626 : el
1979 1/------~--=-: 1,700 : kkE 3 102 : *kdk g 1,802 : Fked

: Value (1,000 dollars)
1976----~——===mmmm : 366,253 : it 18,004 : *¥k 3 384,257 : Fekde
1977—-----mmommem : 431,699 : Tk g 20,890 : *hk ;452,589 Feke
1978 —===—m=mmmmmm : 510,584 : Lt 30,278 : *%% : 540,862 : ik
1979 1/--—--=--=--: 2/ : Tk g 24,616 : Fhk 2/ : dekk

e i e e o e e

——if—ﬁstimated.
Z/ Not available.

Source: Data for

International Trade
the U.S. Department

1976 through 1978 compiled from questionnaires submitted to the U.S. .
Commission. Estimates for 1979 based on information published by
of Commerce and the Association of Home Appliance Manufacturers.
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Table 6.--Microwave ovens: -

U.S. imports for consumption,
by principal sources, 1972-79

Period

Total

Japan

SingaporefAll other

Quantity (1

,000 umits)

1972 : 143 : 142 : -3 2
1973 : 179 : 179 : - 1/
1974 : 188 : 182 : - T 6
1975-- : 215 : 214 -3 1
1976— -- : 530 : 530 : -3 1/
1977 : 563 : 563 : - 1/
1978 : 781 765 : 12 4
1979 : 850 : 740 : 108 : 2
; Value (1,000 dollars)
1972— s 20,324 : 20,088 : -3 236
1973 T 26,896 : 26,791 : - 105
1974 --: 29,014 : 28,148 : -3 866
1975 : 35,440 ¢ 35,131 : -3 309
1976 : 81,531 : 81,507 : - 24
1977-—- : 102,970 : 102,965 : - 5
1978 --: 162,540 : 159,797 : 1,603 : 1,140
1979-—=—m—mmmmm e : 163,248 : 148,691 : 14,162 : 395
1/ Less than 500 units.
Source: Compiled from official statistics of the U.S. Department of Com-

merce.

With respect to future imports of microwave ovens from Japan, the Com-
mission has been advised by the four Japanese producers which have built or
are building productive facilities in the United States that their exports

will decline or terminate as their U.S. capacity comes on stream. Sharp
advised the Commission of its plan to produce approximately 360,000 countertop
microwave ovens for household use annually in its U.S. facility, and of its
intention to phase out all such imports. 1/ However, production on a limited
scale did not begin until January 1980. Sanyo indicated that its U.S. plant
will produce a minimum of 146,000 units in 1980, and that its future imports
of microwave ovens from Japan will probably decline significantly. 2/ Toshiba
advised the Commission that its new U.S. facility will have an annual produc-
tion capacity of 200,000 units and that, once the factory is establlshed, the
company will cease exporting microwave ovens to the United

1/ Transcript of the hearing, p. 223.
2/ Ibid., pp. 249 and 255.
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States. 1/ Matsushita informed the Commission by telephone of its plan to
reduce its exports to the United States as its U.S. affiliate's production
expands. Matsushita anticipates that its microwave oven exports to the United
States will decline from a projected * * * units in 1979 to * * * units by
1981. :

Employment

The number of production and related workers producing all microwave
ovens declined from 4,580 employees in 1976 to 4,286 in 1978. A further drop
of 10 percent in the number of workers was reported for January-June 1979 as
compared with the corresponding period of 1978. The decline in the number of
production and related workers producing countertop microwave ovens was steady
from 1976 through January-June 1979, registering an overall decline of 33
percent (table 7).

In at least one domestic firm producing microwave ovens, some employees
are involved exclusively in the production of countertop microwave ovens,
while in at least one other firm it is a normal practice to shift workers from
countertop microwave oven assembly lines to production lines for commercial or
combination microwave ovens.

Table 7.——Average number of production and related workers producing micro-
wave ovens, 1976-78, January-June 1978, and January-June 1979

Peri : A1l microwave : Countertop microwave
eriod
: ovens 1/ : ovens

1976-————mmmmmmm : 4,580 : 3,916
1977-=~—mmmmmmmm : 4,369 : 3,389
1978-——=—mmmm - : 4,286 : 3,288
January-June— @ :

1978-~—-==mmm- : 4,080 : 2,882

1979~-—~-==-—- : 3,644 : 2,617

1/ Data have been adjusted to include additional firms and do not agree with
the data shown in USITC publication 1003.

Source: Compiled from data submitted by 8 firms, accounting for an esti-
mated 95 percent of U.S. production in 1978, in response to questionnaires of
the U.S. International Trade Commission.

Declines in employment are attributable in major part to increased worker
productivity. The output per worker producing countertop microwave ovens
increased from 1976 through January-June 1979, as shown in the following tabu-
lation below:

1/ 1bid., p. 294.
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Unit output

Period per worker
1977— - 378
1978 - 416
January-June— .

1978 - -- 1/ 450

1979- 1/ 496

1/ Annualized.

Inventories

U.S. producers' yearend inventories of all microwave ovens increased from
53,000 wnits in 1975 to 235,000 units in 1977, representing an increase of 343
percent. Inventories on December 31, 1977, were equal to 16.5 percent of U.S.
producers' total shipments in that year. Inventories declined by 5 percent to
223,000 units in 1978 and then increased to 258,000 units on June 30, 1979.
The June 30, 1979, inventory level, however, was 36 percent lower than it had
been on June 30, 1978. As shown in table 8, the inventories of countertop
microwave ovens closely followed the pattern reported for inventories of all
microwave ovens.

Table 8.—Microwave ovens: U.S. producers' end-of-period inventories,
by types, 1975-78, January-June 1978, and January-June 1979

(In thousands of units)

All microwave Countertop microwave

Period s ovens : ovens

1975- : 53 : 47
1976 H 161 : 138
1977-- ———— 235 : 206
1978- - : 223 180
Januar y-June-- : :

1978 : 400 : 349

1979—- - -3 258 : 210

Source: Compiled from data submited by 8 firms, accounting for an estimated

95 percent of U.S. production in 1978, in response to questionnaires of the

U.S. International Trade Commission.

Profit-and-loss experience

Profit-and-loss data were received from five firms representing 60 per-
cent of total U.S. producers' shipments in 1978. Aggregated data for these
firms ' microwave oven operations show a steady increase in net sales from
$194.4 million in 1976 to $308.3 million in 1978 (table 9). Net sales totaled
$140.8 million during January-June 1979, compared with $126.9 million for the
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Table 9.--Profit-and-loss experience of U.S. producers on their microwave oven
operations only, 1976-78, January-June 1978, and January-June 1979

General, : Net : Ratio of net

: selling, and :operatingf operating profit

e *s ssjes s ve e

tadministrative: . to net
profit
expenses : sales
0 1,000 : 1,000
dollars : dollars : dollars : Percent
33,710 : 27,903 : 14.4
: 48,621 : 35,858 : . 13.5
97,184 : 66,089 : 31,095 : 10.1
27,929 : 12,658 : 10.0
33,185 : 4,020 : 2.9

Source: Compiled from data submitted by 5 firms, accounting for approximately 60 per-
cent of U.S. producers' shipments in 1978, in response to questionnaires of the U.S.

International Trade Commission.
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corresponding period of 1978. The Commission unsuccessfully attempted to
obtain profit-and-loss information from the two remaining.significant pro-
ducers.

Net operating profits for the five firms increased from $27.9 million in
1976 to $35.9 million in 1977, but then declined to $31.1 million in 1978.
During January-June 1979, net operating profits amounted to $4.0 million, less
than one-third of the profits recorded during the corresponding period of
1978. The ratio of net operating profits to net sales declined from 14.4
percent in 1976 to 10.1 percent in 1978. The ratio for January-June 1979 was
2.9 percent, compared with 10.0 percent for January-June 1978. '

The primary reason for the severe drop in the reporting firms' net oper-
ating profits during January-June 1979 was because of a considerable increase
in the cost of goods sold. During 1976, 1977, and January-June 1978, the cost
of goods sold amounted to 68 percent of net sales. During January-June 1979,
however, the cost of goods sold increased to 73 percent of net sales. Owing
to the abbreviated nature of data received from the reporting firms, it is not
possible to identify the particular elements of cost of goods sold that con-
tributed most heavily to the January-June 1979 increase.

In testimony at the public hearing and in submissions made to the Com-
mission and Treasury, importers and their representatives have quoted several
excerpts from U.S. producers' annual reports and filings with the Securities
and Exchange Commission, which indicate that U.S. microwave oven producers -
have been experiencing sustained or increasing profitability. It should be
noted, however, that in no instance does the information cited relate exclu-
sively to any firm's microwave oven operations.

Individual company data for the five reporting firms' profit-and-loss
experience are shown in table 10.
Consideration of the Causal Relationship Between LTFV

Imports From Japan and the Alleged Injury

Market penetration of LTFV imports from Japan

During 1972-78, U.S. imports of microwave ovens from Japan, all of which
are believed to be countertop units, increased annually. The ratio of such
imports to apparent U.S. consumption of countertop units declined from an
estimated high of *# * * percent in 1972 to an estimated low of * * * percent
in 1975. The trend reversed in 1976, however, when the ratio of such imports
to consumption reached * * * percent, and continued through 1978, when imports
from Japan accounted for * * * percent of all countertop units sold in the
United States. With a decline in imports from Japan while total imports and
domestic shipments rose, import penetration in 1979 was estimated at * * *
percent, a level lower than in 1977 and 1978 (table 11). '

The ratio of imports from Japan to apparent U.S. consumption of all
microwave ovens followed a pattern similar to that for countertop ovens only,
increasing from 30 percent in 1976 to 34 percent in 1978 (table 12). The
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Table 10.--Profit-and-loss experience of microwave oven producers on microwave
oven operations only, 1976-78, January-June 1978, and January-June 1979
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‘ratio dropped to 29 percent in 1979, a level lower than in the previous 3
years.

According to industry officials, imports from Japan have penetrated the
entire line of countertop units. Some officials, however, have indicated that
the import competition is particularly acute in the high end, electronic,
models. Importers have also enjoyed marked success in capturing private-brand-
dealer accounts. :

Table 1l.—Countertop microwave ovens: U.S. producers' shipments, exports,
imports, total and from Japan, and apparent consumption, 1976-79

: f . f f Imports f ‘Ratio of imports
Period P?oducers ‘Exports 1/° ¢ Apparent : from Japan

:shipments 1/: = : From :consumption: .

. = Total to consumption

: : : : Japan : :

: --~1,000 units : Percent
1976—--—-: dekk 3 k% : 530 : 530 : dkk 3 Fokk
1977-———~ : Wik o ik g 563 : 563 : *kk s ok
1978—----: dkk 3 *kk 3 781 : 765 : *hk 3 Fkek
1979-——-~~: dik o ik o 850 : 740 : wk o Fekede

1/ Data reflect operations of 8 firms accounting for an estimated 95 percent

of U.S. production in 1978.
2/ Estimated.

Source: Estimated or compiled from data submitted in response to question-
naires of the U.S. International Trade Commission, from official statistics of

the U.S. Department of Commerce, and from information supplied by the Asso-
ciation of Home Appliance Mamufacturers.

Table 12,.-—All microwave ovens: U.S. producers' shipments, exports, imports,
total and from Japan, and apparent consumption, 1976-79

f . f Imports f fRatio of imports
Period | Producers .Exports 1/’ : Apparent . from Japan
:shipments 1/: =’ : From :consumption: .
: = Total to consumption

s : s : Japan : :

3 - 1,000 units—- -—- - Percent
1976 —----: 1,333 : 71 : 530 : 530 : 1,792 29.6
1977-———-- : 1,426 : 85 : 563 : 563 1,904 : 30.0
1978———-~: 1,626 : 132 : 781 : 765 : 2,275 33.6
1979------: 2/ 1,802 : 2/ 102 : 850 : 740 : 2/ 2,550 : 2/ 29.0

1/ Data reflect the operations of 8 firms accounting for an estimated 95
percent of U.S. production in 1978.
2/ Estimated.

Source: Estimated or compiled from data submitted in response to question-
naires of the U.S. International Trade Commission, from official statistics of
the U.S. Department of Commerce, and from information supplied by the Asso-
ciation of Home Appliance Mamufacturers.
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Epst salgg

Two U.S. producers, Litton and Tappan, advised the Commission that they
had lost sales of countertop microwave ovens to imports from Japan.

In a written submission to the Commission, Sears advised that the primary
reason for switching its purchases of microwave ovens to the Japanese supplier
*%¥% was because of the incidence of in-warranty service calls on the models
produced by its domestic suppliers * * *, Such calls were two to three times
greater on the domestically produced units than those on units made for the
Japanese supplier. This resulted in greater expense for Sears as well as a
difference in customer perception of both Sears microwave oven quality and
Sears appliance quality in general.

Wards advised the Commission in a written statement that it began obtain-
ing 100 percent of its countertop microwave ovens from a Japanese supplier in
1976 for the following reasons: (1) The firm's unsatisfactory experience with
the quality of ovens procured from its U.S. supplier; (2) the inability of its
U.S. supplier to supply ovens with the features Wards believed were required;
and (3) the inferior quality of the ovens offered by the U.S. supplier when
compared with those offered by the Japanese supplier.,

Prices
Domestic producers have alleged that LTFV pricing of Japanese microwave
ovens has resulted in price suppression and, in some cases, price depression.

The petitioner claims that, on a weighted basis, the average price of micro-
wave ovens declined between 1975 and 1978.

Data on lowest net selling prices received from five U.S. producers and
three importers are largely inconclusive, owing to complex variations among
models and several firms' inability to supply comprehensive price data. When
viewed on a company-by-company basis, however, the data do indicate that in
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several instances the lowest net selling price received for specified models
declined during 1976 through January-June 1979 (tables 13 and 14).
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Table 13.--Countertop microwave ovens: Net selling prices to independent dis-
tributors for specified models, by selling firms, by types, 1/ and by quar-
ters, January 1976-June 1979
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Table 14.-——Countertop microwave ovens: Net selling prices to retailers for
specified models, by selling firms, by types, 1/ and by quarters, January
1976~June 1979
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APPENDIX

" COMMISSION'S NOTICE OF INVESTIGATION
AND CONFERENCE
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UNITED STATES INTERNATIONAL TRADE COMMISSiON
Washington, D.C. 20436

Notice of Institution of Preliminary Antidumping
Investigations and Scheduling of Conferences

AGENCY: United States International Trade Commission
ACTION: 1Institution of eight preliminary antidumping investigations under
section 733(a) of the Tariff Act of 1930 to determine whether with respect to
thg articles involved there is a reasonable indication that an industry in the
United States is materially injured, or threatened with material injury, or
the establishment of an industry in the United States is materially retarded,
by reason of imports of the merchandise allegedly sold or likely to be sold at
less than fair value.
EFFECTIVE DATE: January 1, 1980.
FOR FURTHER INFORMATION CONTACT: The supervisory investigator assigned by the
Commission to the particular investigation .for which the information is
sought. The assignments of~sup¢r§isory investigators and their telephone
numbers at the Commission are designated below.
SUPPLEMENTARY INFORMATION: The Trade Agreements Act of 1979, section
102(b)(1), requ