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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-148 (Preliminary)

FRESH CUT ROSES FROM COLOMBIA

Determination

Oon' the basis of the record 1/ developed in the subject invesfigation, the
Commission determines, pursuant to‘section 733(a) of the Tariff Act of 1930
(19 U.S.C. § 1673(a)), that there is a reasonable indication that an ‘industry
in the United Statesris materially injured, or is threatened with material
injury, 2/ 3/ by reason of im;orts from Colombia of fresh cut roses, provided

for in item 192.18 of the Tariff Schedules of the United States, which are

allegéd to be sold in the United States at less than fair value (LTFV). 4/

Background
On September 30, 1983, counsel for Roses, Inc., filed a petition with the

Commission and the Department of Commerce alleging that imports of fresh cut
roses from Colombia are being sold in the United States at LTFV, and 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 such merchandise. Accordingly,
effective September 30, 1983, the Commission instituted a preliminary anti-

dumping investigation under section 733(a) of the Act (19 U.S.C. § 1673b(a)).

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ Commissioner Eckes determined only that there is a reasonable indication
of material injury; Commissioner Lodwick determined that there is a reasonable
indication that an industry in the United States is threatened with material
injury by reason of imports; Commissioner Stern determined that there is no
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury.

3/ The material retardation of the establishment of an industry 1n the
United States was not an issue in the investigation.

4/ Commissioner Haggart not participating.



Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewité was given by posting copies of
the notice in the Office of the Secrefary, U.S. International Trade
Commission. Washington, D.C., and by publishing the notice in the Federal
Register of October 13, 1983 (48 F.R. 46632). The conference was held in
Washington, D.C. on October 24, 1983, and all persons who requested fhé
opportunity were permitted to. appear in person or.by counsel. The
Commission's determination was madé by vote in a ﬁublic Government iﬁ the

Sunshine meeting on November 7, 1983,
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Views of Chairman Eckes

On the basis of the record in 731-TA-148 (Preliminary), I determine that
there is a reasonable indication that an industry in the United St#tes is
materially injured by reason of imports of fresh cut roses from Colombia,
which are allegedly sold at less than fair value. 1/

Industry and Like Product

The term "industry" is defined in section 771(4)(A) of the Tariff Act of
1930 (the Act) as "the domestic producers as a whole of the like product or
those producers whose collective output of the like product constitutes a
major proportion of the ‘total AOmestic production of that product." 2/ '"Like
product," in turn, is defined in section 771(10) as being "a product which is
like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation."” 3/

The imported articles which are subject to this investigation are roses
from Colombia: Roses are members of the Rosaceae family; at leést 100 species
and thousands of varieties are known to exist. Commercially, the two most
important types of roses are the sweetheart roses and the hybrid tea roses,
both of which are imported from Colombia. Domestic growers produce roses
which correspond to the types of roses that are subject to this investiga-
tion. 4/ Therefore, for purposes of this preliminary investigation, I
determine that the like product consists of fresh cut roses, and accordingly,

the domestic industry consists of the domestic producers of fresh cut roses.

1/ Material retardation of the establishment of an industry in the
United States is not an. issue in this investigation and will not be discussed
further. .Since I have found affirmatively with regard to an industry as
defined in sec. 771(4)(A), I have not reached the further issues regarding the
reasonable indication of ‘a threat of material injury or alleged injury to a
regional industry.. -
2/ 19 U.s.C. 81677(4)(A).

3/ 19 U.s.C. §1677(10). 3

4/ There were no significant issues raised by the parties regarding the like
product analysis in this preliminary investigation.



Conditions of Trade

An assessment of whether there is an an indication of material injury and
the causal relationship between any injury and subject imports must be made in
the context of "the conditions of trade, competition, and development
regarding the industry concerned." 1/ In this investigation, the industry is
one characterized by a production process that requires a long-term investment
of resources; all roses grown commercially in the United States are produced
in greenhouses. Further, the planting strategy pursued by each grower is
complex in nature; a rose plant has a limited productive life span. Because
of limited availability of new rose plants, a grower must anticipate as much
as two years in advance future needs for replacément plants or additional
plants for expansion. Thus, the record suggests that this particular industry
has many of the characteristics of an agricultural industry and presents
unique problems of assessing injury which warrant further investigation. 2/

From the information available in this preliminary investigation, it is
apparent that roses are essentially fungible in nature. There have been no
allegations that there are significant quality differences between dﬁnestic
and imported roses. Therefore, it seems that quality differences do not
explain the significant and increasing volume of imports of Colombian
roses. 3/ The assessment of the impact of imports must also focus on the

pricing of domestic and imported products.

1/ S. Rep. No. 249, 96th Cong., lst Sess. 88 (1979).

2/ Id., "Because of the special nature of agriculture, including the
cyc11ca1 nature of much of agriculture productlon, special problems exist in
determining whether an agricultural industry is materially injured."

3/ Information developed suggests that wholesalers perceive the quality of
Colombian imports differently. Some perceive such imports higher in quality;
others find Colombian roses lower in quality.
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An important factor is the competitive relationship between the Western
producers and Eastern producers, and how the alleged LTFV imports compete with
these segments in the Eastern market where most of the competition between
domestic and Colombian roses occurs. An understanding of these relationships
is essential to assessing the condition of the entire domestic industry. It
is apparent from the information available that changes occurring within the
domestic industry warrant further investigation. For instance, fewer domestic
shipments have entered the Eastern market during recent periods, despitev
the fact that preliminary pricing data suggest that Western-produced roses
undersell imported roses from Colombia in the Eastern market and therefore
would be expected to be incréasing in that market.

Pricing data in this investigation were developed almost exclusively from
responses to Commission questionnaires submitted to domestic producers and
importers. Available price comparisons are based on limited responses from
sixteen domestic growers and three importers and are on an f.o.b. basis only.
Although staff constructed delivered price comparisons, transportation costs
in conjunction with shipping patterns in these markets are particularly
significant, and therefore, actual delivered price comparisons would be more
reliable. A further unexplained aspect to the pricing data is the importance
of the relationship between direct sales and consignment sales, and the extent
to which the pricing strategies for both domestic and imported roses differ,
depending on whether the sale is made on a direct basis or on consigmment. It
is evident that the relationship between import prices and domestic prices

warrants further inquiry.
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Condition of the Domestic Industry 1/

From 1980-1982, the area set aside for the production of fresh cut roses
by U.S. rose growers increased by little more than 2 percent. During the
interim period January-August 1983, U.S. growers increased production area ﬁy
6 percent compared with the comparable 1982 period. Trends for the number of
plants in production, average bloom yield, and domestic shipments follow a
similar upward pattern.

Notwithstanding these recent increases, there are indications that
individual growers differed in their recent planting decisions. While some
increased rose acreages, others decreased production throughout the period;
one Western producer reported plants were destroyed because of depressed
prices. Significantly, information obtained regarding the profit-and-loss
experiences of growers suggests that many growers are experiencing
difficulties. 2/

Although sales of fresh cut roses increased throughout the period, net
income remained flat in 1981 and 1982, and declined in the interim 1983 period
when compared with the comparable 1982 period. The ratio of net income to
total sales of these producers increased from 3.4% in 1980 to 4.9% in 1981,
then declined 4.5%7 in 1982. 1In 1982, there were eight growers reporting
losses, more than one-fourth of the growers responding to the Commission's

questionnaire.

1/ Most of the data obtained have been based on questionnaire responses
representing about 20 percent of all growers and accounting for about
40 percent of domestic producton in 1982, There is very little, if any,
secondary source data by which the reliability of these limited questionnaire
responses can be measured.

2/ Financial data for the period 1980-1982 was obtained from 28 domestic
growers, about ten percent of all growers in the United States. Interim data
for the period January-August in 1982 and 1983 were provided by 22 domestic
producers. Interim data do not appear to follow full year data trends in 1982
and 1983. ‘
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For purposes of this preliminary investigation the available data
regarding the performance of this industry indicate that the domestic industry
"could possibly" be suffefing material injury. 1/

Impact of alleged LTFV imports

This investigation has found a significant increase in the volume of
imported roses from Colombia in recent years. Prior to 1979, relatively small
quantities of roses were impor;ed from Colombia, but that year initiated a
sharp upward trend in imports. 2/ Since 1979, Colombia has been the largest
single source of imports into the United States.

Import levels of roses from Colombia increased from 29.9 million blooms
in 1980 (estimated) to 75.4 miilion blooms in 1982. Imports were 65.5 million
blooms in January-August 1983 compared with 47 million blooms in the
corresponding 1982 period. The latter figures indicate continuing increases
in imports during 1983. As a share of consumption, imports from Colombia
increased throughout the period 1980-1983. 1In 1980, subject imports accounted
for 6 percent of apparent U.S. consumption, but this share increased to 10.1
percent in 1981 and 13.8 percent in 1982. During the period January?August
1983, imports from Colombia accounted for 16.1 percent of apparent U.S.
consumption compared with 12,8 percent in the same period in 1982.

Analysis of the effect of imports of roses from Colombia on domestic
prices indicates both underselling and lost sales. Because most of the
competition between domestic (both Eastern-grown and Western-grown) and

Colombian roses occurs in markets located in the Eastern United States, the

1/ See statement of legislative intent regarding preliminary investigation
threshold H. Rept. No. 317, 96th Cong., lst Sess. 52 (1979).

2/ Fresh Cut Roses, Inv. No. TA-201-42, USITC Pub. No. 1059 (April, 1980),
Po A_13o
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available pricing data emphasizes Eastern market conditions. 1/ Pricing
information was gathered on three representative rose categories. Comparison
of f.o.b. and constructed delivered prices for the domestic (both Eastern-
grown and Western-grown) and Colombian roses sold in the Eastern United States
reveals consistent underselling for two of the three types of roses on which
pricing data was obtained. With regard to the remaining type (hybrid tea
roses, greater than 24", red varieiies) these comparisons do not reflect
Colombian underselling. However, domestic prices for this particular type are
low because they reflect a concentration of Western roses which are lower
priced than Eastern roses. Data for roses produced only in the East shows
consistent underselling in all three rose categories by Colombian roses.

Price comparisons also were made with regard to two types of domestic and
imported roses sold in the Western United States. These comparisons are based
only on f.o.b. prices because staff was unable to construct delivered prices
for this market. For one type of rose, there was no underselling. For the
remaining type, there were margins of underselling in five of the seven most
recent quarters, with margins in excess of 8 percent for each quarter.

Of the 15 allegations of lost sales, the Commission verified two
instances in which the wholesaler acknowledged that the lower price of

Colombian imports was the major reason for buying Colombian roses.

1/ As noted earlier, these pricing data do not reflect any analysis of the
effect of sales on a direct basis versus a consignment basis. In consignment
sales, domestic growers and importers receive whatever the consignee can sell
the roses for (less commission). The importance of any impact of these
marketing practices on domestic and import pricing and profitability should be
considered in any final investigation. '
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In brief, the Commission has developed information showing significant
and increasing import volumes. It has also compiled pricing data which
demonstrates an adverse impact on domestic prices and sales. These provide a
reasonable indication of material injury to the domestic industry by reason of

subject imports alleged to be sold at less than fair value.
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VIEWS OF COMMISSIONER LODWICK

In this investigation I have determined that there is a reasonable
indication that an industry in the United States is threatened with material
injury by reason of imports of fresh cut roses from Colombia which are

allegedly sold at less than fair value.

Domestic Industry

For the purposes of this preliminary investigation, I have determined
that the domestic products, like the imports subject to investigation, are
fresh cut roses. The two most commercially important types of these
relatively expensive flowers are sweethearts and the hybrid teas. 1/ The
domestic growers produce all of these types of roses. Accordingly, the

domestic industry consists of the growers of fresh cut roses.

Condition of the Domestic Industry

Responses of 47 domestic growers to the Commission's questionnaire survey

indicated that over 82 percent of their total planting square footage has bheen

devoted to growing roses since 1981. 2/ During the period January-August

1983, these U.S. growers increased their area of square footage devoted to the

growing of roses by some six percent from the comparable period in 1982. 3/

1/ Report at A-3.
2/ Id., at A-10.
3/ Id.

10
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For the period under investigation, sales of fresh cut roses have accounted
for between 80 and 84 percent of the total sales of all greenhduse products of
the 22 domestic growers that responded to the profit-and-loss section of the
Commission's questionnaire. Net income before taxes amounted to only 4.5 |
percent of net sales during 1982 for 18 of these firms. 4/

Twenty-three responding growers indicated that their aggregate research
and development and capital expenditures had decreased from 1981 to 1982 but
then increased from January-August 1982. to the comparable period in 1983. 5/
The Commission's preliminary investigation shows that the production of fresh
cut roses is a.long term investment. A grower must contract for new rose
plants some nine months to two years for replacement or additional plants. 6/
From the time new rose plants are placed in a grower's greenhouse, about 120
days will pass before the first rose bloom can be cut. 7/ Rose plants are

normally leased. Neither cuttings nor plant sales are permitted in typical

leases. 8/

Threat of Material Injury by Reason of Imports Allegedly Sold at Less than
Fair Value

Information in the record of this preliminary investigation warrants an
affirmative determination based on the threat of material injury by reason of
the subject imports. Fresh cut roses are a perishable agricultural commodity
extremely susceptible to price decreases. Agricultural economists find that

"Relatively small increases in supply tend to create low-price glut conditions

4/ Id., at A-17. -
5/ Id., at A-19.

6/ Id., at A-8.

7/ 1d.

8/ Id.

11
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which actually provide less revenue to the total industry, even though sales
go up." 9/ .

Although we do not have precise data on export trends of Colombian fresh
cut roses, it appears that over seventy percent of Colombian production was
exported to the United States in 1982. 10/ Imports of Colombian roses
increased fromvnearly thirty million blooms in 1980 to over seventy-five
million in 1982. These imports iﬁcreased another 39 percent from the
January-August period in 1982 to the comparable period in 1983. 11/

 Estimates prepared by the Commission's staff indicate that while there
was a net decrease in U.S. production of fresh cut roses between 1980 and
1982, 12/ imports from Colombia as a share of U.S. consumption increased from
six to about 14 percent during this period. This ratio increased to sixteen
percent during the January-August 1983 period. 13/

The petitioner estimates that approximately seventy percent of the
Colombian exports are of the red hybrid tea variety with stem lengths of 20-30
inches. Long-stemmed red hybrid tea roses command premium prices in the U.S.
market. 14/ 1Imports of these roses from Colombia generally undersell
comparable domestic roses produced in the Eastern United States, the major
domestic market. 15/ It is possible that the pricing of the Colombian

long-stemmed red hybrid tea rose will affect the pricing of shorter-stemmed

hybrid tea roses and sweetheart roses as well.

9/ E.g., Alvi 0. Voight, "Market Supply is Critical Item In Pricing Balance
of Roses," Southern Florist And Nurseryman, May 9, 1969, at 13.
10/ Report, at A-19.

11/ Id., at A-20.
12/ Id., at A-9 (table 2).
13/ Id., at A-22.
14/ Id., at A-23.
15/ Id., at A-26.

12
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Conclusion

The rapid increase in the supplies of fresh-cut roses from Colombia
coupled with the proximity of the Miami airport to the transportation
network 16/ for the Eastern United States market indicate that the pricing
pressure in the Eastern United States will continue. It is reasonable to
forecast that such pricing pressure may jeopardize recent investments of U.S.
growers in expanded production. Continued increases in supplies from Colombia
combined with increased U.S. production would force down prices and revenue.
For these reasons, I have determined that there is a reasonable indication
that an industry in the United States is threatened with material injury by
reason of imports of fresh éut roses from Colombia which are allegedly sold at

less than fair value. 17/

16/ 1d., at A-8.

17/ The legislative history of the preliminary investigation provision of
the law makes clear that in a preliminary investigation "a reasonable
indication will exist in each case in which the facts reasonably indicate that
an industry in the United States could possibly be suffering material injury,
threat thereof, or material retardation." H.R. Rep. No. 96-317. 96th Cong.,
1st Sess., 59 (1979) (emphasis added).

13
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VIEWS OF COMMISSIONER PAULA STERN

I find there is no reasonable indication that an industry
in the United States is materially injured or threatened with
material injury by reason of imports from Colombia of fresh cut

roses allegedly sold at less than fair value. 1/

Summar!

Imports of fresh cut roses from Colombia have increased,
but without any material effect on the domestic industry.
Domestic production has at least remained stable and
consumption, shipments and sales have increased. Employment
has been constant and wages have gone up. Losses in
profitability have been experienced primarily by growers in the
Eastern United States where costs of production are higher.
Hence, the injury affecting‘the domestic industry results from
Western growers underselling producers in the East, becauée of

this cost advantage.

1/ Since there is an established domestic industry, the
question of whether imports have materially retarded the
establishment of a domestic industry is not relevant to this
investigation.

15
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Pricing data further establishes there is no causal link
between the domestic injury and the Colombian imports. Western
roses undersold not only the Eastern roses, but also the
Columﬁian imports, and all growers generally obtained large
price increases.

Most Colombian imp&rts are long stem roses, which
constitute a limited percentage of domestic production.
Moreover, Colombian roses supplement rather than substitute for
domestic supplies of roses, especially in peak seasons, when

domestic demand cannot be met by U.S. producers.

Like Product and the
Issue of a Regional Industry

The product that is the subject of this investigation
consists of fresh cut roses which are being imported into the
. United States from Colombia. The roses from Colombia which are
competitive with domestic roses include red hybrid tea roses
with stem lengths of 18 to 24 inches, red hybrid tea roses with
stem lengths greater than 24 inches, and red sweetheart roses

with stem lengths of 10 to 14 inches. 2/

2/ Report at A-24.

16
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Section 771(4)(C) of the Tariff Act of 1930 3/ provides
that the Commission, under appropriate circumstances may treat
a regional segment of a national industry as the domestic
industry if
4 (i) the producers within such market sell all or almost
all of their production of the like product in question in that
market, and

(ii) the demand in that market is not supplied, to any
substantial degree, by producers of the product in question
located elsewhere in the United States.

Although the petitioner d4id not base its claim for relief
on the existence of a regional market within the meaning of
Section 771, I have considered whether the criteria are met in
this case and have concluded that the domestic industry
producing’an article "like" fresh cut roses covered by TSUS
item 192.18 cannot appropriately be subdivided into a distinct
geographical region. At a minimum, the second criteria is not
satisfied, since a substantial proportion of consumption in the

Eastern region is supplied by domestic growers in the Western

region. é/

3/ 19 U.s.c. 1677(4)(C).

é/ Office of Economics submission, "Quantity of Roses Sold in
the Eastern U.S.," November 7, 1983. See also, Fresh Cut
Roses, Inv. No. TA-~201-42, USITC Pub. No. 1059, p. 4,
especially note 2.

17
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The Condition of the Domestic Industry

The information on the record §/ establishes that the

domestic industry is not experiencing material injury. 6/

5/ The record consists of all information gathered for this
Ihvestigation, Inv. No. 731-TA-148, and three prior
investigations: Fresh Cut Roses, TA-201-42, USITC Pub. No.
1059, April 1980, Fresh Cut Roses from the Netherlands, No.
701-TA-21 (Preliminary), USITC Pub. No. 1041, Feb. 1980, and
Fresh Cut Flowers, Inv. No. TA-201-22, USITC Pub. No. 827,
August 1977.

In this investigation the Commission sent questionnaires
to 180 growers of an estimated total of 250 fresh cut rose
growers. Of the 180 questionnaires, responses with useable
data were received from 48 growers. This response rate,
however, is actually better than that of the previous three
investigations, all of which were unanimous negatives. (See
Transcript of Commission meeting on November 7, 1983. [In
spite of this information obtained at the meeting of Novem-
ber 7, 1983, it has come to light that in one of the previous
investigations, Fresh Cut Roses (TA-201-42), the response rate
was in fact higher.]) Clearly a higher response level would be
desirable, especially since all non-respondents to the
questionnaire were petitioners. The Trade Agreements Act of
1979 states that the Commission "shall make a determination,
based upon the best information available to it at the time of
the determination.”" A determination must be made at this stage
of the investigation. And an affirmative determination cannot
be premised solely on the fact that data will be more complete
in a final investigation

6/ "Material injury" is defined as "harm which is not
Ihconsequential, immaterial, or unimportant.” In making its
determinations, the Commission is required to consider, among
other factors, (1) the volume of imports of the subject of the
investigation, (2) the effect of the imports of that -
merchandise on prices in the United States for like products,
and (3) the impact of imports of such merchandise on domestic
producers of like products. 19 U.S.C. section 1677(7)(B).

18
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Domestic consumption of fresh cut roses incfeaséd steadily
during 1980-83,.primari1y on the strength of U.S. imports,
mostly from Colombia, Israel and the Netherlands. 7/
Consumption rose about ten percent from 1980-82, and continued
this trend in the interim January-August 1983 with a rise of
eleven percent over the corresponding 1982 period. 8/

While imports from all sources were responsible for almost

all of this increase in consumption, 2/ there was no

7/ See Table 9 at A-21l.
8/ Report at A-9, A-22.

9/ Import penetration rose from 7.7 percent in 1980 to 17.2
percent in 1982. This figure was 20.6 percent for the interim
January-August 1983, compared to 16.4 percent for the same
period in 1982 (Table 2). Note that these figures reflect
imports from all sources, and that all imports rose in tandem
with Colombian imports. (See Table 10, A-22.)

19
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consequent decline in U.S. production. 10/ Commission and
respondent's estimates, questionnaire responses, and data
supplied by the petitioner generally establish that production

has at least remained stable, and has probably increased.

10/ There are no national-level data reported on domestic rose
;;bduction. Hence, U.S. production data were based on a U.S.
Department of Agriculture survey of the 14 major rose-growing
states. (See Table 2 at A-9.) Unfortunately, USDA ceased
reporting l4-state production at the end of 1981. Estimates
were, therefore, made by the Commission, petitioner and
respondent for 1982. The Commission estimate based on USDA
data indicated a drop in production of less than two percent
(see Table 2); however, questionnaire data indicated an
increase in production of approximately seven percent. For the
interim 1983 period, Commission estimates showed a 5.53 percent
increase in production over the corresponding 1982 period.

Data provided by petitioner also demonstrated an increase in
both "blooms produced"” and "blooms sold." (See Post-Hearing
Brief of Roses, Inc., October 31, 1983, Table 3 at p. 10; see
also Petition at 41.) From 1980-82, "Blooms Produced" -
increased 6.5 percent, and 4.3 percent from 1982-83. "Blooms
Sold" similarly increased 9.3 percent from 1980-82, and 4.1
percent from 1982-83. Counsel for respondent FTD
‘conservatively estimated production as stable from 1980-82
(Transcript of October 24, 1983 Conference, hereinafter
"Transcript,” at 120), and while refraining from making
estimates for 1983, argue that, based on data for California
interstate shipments, production will likely continue to
increase through 1983. (Transcript at 119, 121-22,
Post-Conference submission of Florist's Transworld Delivery
Assoc., October 18, 1983.)

See also Report at Table 4, demonstrating that saleable
blooms produced increased by 6.7 percent from 1980-82, and 4.5
percent in the interim 1982-83 period. Table D-1 also shows an
overall 6.7 percent 1980-82 increase, and a 4.5 percent
increase in production for the interim 1982-83 period.
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Similarly, domestic shipments rose consistently from
1980-82, continuing the increase into the interim 1982-83
period. 11/ Domestic shipments rose almost eight percent from
1980-82, and 3.4 percent in January-August 1983 over the
corresponding 1982 period.

Sales followed the same increasing trend as production and
shipments. Between 1980 and 1982, U.S. sales of fresh cut
roses went up by 7.3 percent, and the interim 1983 period
showed a 3.3 percent increase compared to the same period in
1982. Both total value and average unit value of these sales
also increased. 12/

Employment in the industry for the period under
investigation did not show any substantial change, although
questionnaire data indicated a slight decline (four percent),
in total number of all workers employed in the industry, and a

slight increase (two percent) in the number of workers directly

11/ See Report at Table D-2.

12/ See Report at Table 5, A-l2.
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related to rose growing. lg/ However, wages paid fo workers
growing fresh cut roses increased more than 18 percent between
1980 and 1982, and continued to rise by seven percent for'the
interim 1983 period. Salaries paid to officers or partners
also increased along with wages paid to workers throughout the
period. 14/

The domestic industry did not experience difficulty in
gaining access to financing for investment or in making
expenditures for research and development. According to
petitioner's data, caéital investment increased 12.5 percent on
an annual basis between 1979-82, with an overall cumulative
increase equalling 41 percent. Questionnaire data showed a 37
percent increase in research and development expenditures
between 1980 and 1982, and a 22 percent increase comparing

January-August 1983 to the same period in 1982. 15/

13/ See Report at Table 7. However, respondents cite
information provided by petitioner demonstrating that
employment in fact increased from 2822 to 3140 workers from
1979-82. See Post-Conference Brief on behalf of th Association
Colombiana de Exportadores de Flores (Asocolflores) and the
Association of Floral Importers of Florida (AFIF), October 28,
1983.

14/ See Report at Table 8.

15/ See Petition at Table 14 and Report at A-19.
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Reasonable Indication of Material Injury
by Reason of Imported Roses from Colombia

Over the past three decades there has been a shift in.the
concentration in U.S. production away from many small local
growers located in the Eastern and Mid-Western United States to
large and efficient growers in the Western United States,
particularly California. lf/, Although demand for fresh cut
roses is higher in the densely populated urban areas of the

East, 17/ costs of production per bloom are almost twice as

16/ See Report at A-6.
12/ See Office of Economic's submission of November 7, 1983,

"Quantity of Roses Sold in the Western U.S." and "Quantity of
Roses sold in the Eastern U.S."
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high in the East than in California. 18/ Accordingly, the
number of rose growers in California and Colorado have recently
increased, while a decline has occurred in the number of

growers located in the Eastern United States. 19/

18/ The following figures were obtained by dividing total
growing and operational expenses (Table D-3) by blooms produced
(Table D-1) for the various geographic areas and years:

Cost of Production (cents per bloom):

California
1980 14.4
1981 14.4
1982 16.2

Other Western

1980 23.6
1981 25.1
1982 24.8

All Other (Eastern)

1980 27.4
1981 29.3
1982 31.1

19/ See Report at A-7, Transcript at 93, 120.
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California clgarly dominates the domestic rose growing
industry with more than 50 percent of production, more than 50
percent of shipments, and a profitability ratio more than twice
as high as the Eastern United States. 20/ While California
;eads the industry in terms of production, shipments and
profitability, this ascénsion has not been at the expense of
Eastern growers, since these growers have reported steady,
albeit smaller, increases in production and shipments. g}/

Losses in profitability have been experienced primarily by
rose growers in the Eastern United States. 22/ This is
consistent with an analysis of cost of production comparisons
for the two geographic areas 23/ demonstrating a substantial
cost advantage to California growers. This cost advantage is
so significant that it surpasses any advantage in
transportation costs Eastern growers may have in distributing

these roses in the Eastern market. 24/

22/ See Report at Table D-1 at A-49, A-50, Table D-2 at A-51
and Table D-3 at A-53.

21/ See Report at Tables D-1 and D-2.

22/ See Report at Table D-3. Also questionnaire responses for
Table 8.

gg/ See note 18.

24/ Transcript at 120.

25



26

Hence it is apparent that the domestic industry is
currently experiencing a shift of production from the East to a
greater concentration of production facilities in the Wesﬁ.
This is because it is less expensive to grow fresh cut roses in
the Western United States and transport them to the East than

it is to grow them where demand is greatest.

Prices

The cost advantage resulting from the lower cost of
production per bloom in the Western segment of the industry is
apparent in an analysis of prices of all categories of roses
from the Eastern and Western United States vis-a-vis roses from
Colombia. If you ignore the geographical distinctions between
the Eastern and Western markets, and look at price data 32/
that has not been disaggregated by geographic sector, 26/ and
compare the prices of all domestic roses to Colombian roses,

then Colombian roses undersold domestic roses in two of the

25/ Price trends were analyzed by calculating weighted average‘

prices for January through September to minimize the impact of
seasonal variations (A-32).

26/ See Report at Table 27.
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three rose categories. The margins of undersellingbranged from
six percent to 58 percent on a delivered price basis for
intermediate stem (18 to 24 inches) and sweetheart (10 to 14
inches) roses. 27/ Domestic roses underpriced Colombian
roses, however, in the long-stem category (greater than 24
inches) by margins ranging‘from 23 to 100 percent on an f.o.b:
basis and 14 to 68 pércent, delivered. Most imported roses
from Colombia are of the long-stemmed variety. gg/

More significantly, if you disaggregate price data to
allow for analysis of prices of Eastern, Western and Colombian
roses, i; is clear that Western growers undersold Eastern
growers in all categories of roses. 29/ 1In the Eastern United

States, where most competition occurs between Western, Eastern

27/ Report at Table 11.

28/ There are only estimates of what percentage long-stem
Toses constitute of the total. Estimates vary from
approximately 50 percent (see Office of Economics submission,
November 7, 1983) to 75 percent of total roses imported from
Colombia (see Transcript at 123, Post-Conference submission of
Florists' Transworld Delivery Association at p. 8, and
Transcript of Commission Meeting, November 7, 1983).

29/ See Table 12, Report at A-30; see also Transcript at
97-102, 126, 127.
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and Colombian roses, 30/ price comparisons show that while
Colombian roses consistently undersold domestic Eastern-grown
roses, domestic Western-grown roses generally undersold both
the Colombian- and Eastern-grown roses. 31/ In the Western
United States, where virtually no Eastern-grown roses are
sold, 23/ it was also;the case that roses from Colombia were
generally priced above those domestically-produced in the
West. 33/

Thus, imported roses have not undersold domestic roses
overall when pricé comparisons are made which.distinguish
Colombian, Eastern and Western prices. While roses from
Colombia are, in fact, underselling roses from the Eastern
United States, roses from the West are priced lower still.
Even if Colombian roses were absent from the U.S. market, the
part of the industry which grows and sells roses in the Eastern
United States would still be facing the same degree of

competition that petitioner argques is injurious.

30/ See Report at A-25.

31/ See Report at A-30, Table 12, Transcript at 97-102, 126, 127.

32/ Report at A-32.

33/ See Report at Table 13.
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In addition, roses from Colombia have not caused any
suppression or depression of U.S. prices. Prices of Eastern,
Western and Colombian roses all increased throughout the period
under investigation. 34/ Moreover, in the Eastern United
States, where Colombian imports are greatest 35/ and hence
the impact from imports would be most acute, prices of Eastern
roses increased more rapidly than either prices of Western or

Colombian roses. 36/ All domestic price increases exceeded the

34 Report at A-25, A-26, Tables 11-13.

35/ See Office of Economics submission, November 7, 1983,
:ﬁhantity of Roses Sold in Eastern and Western United States,”
and compare "Colombian" roses for Eastern and Western U.S. See
also Report at A-24.

36/ See A-26. For all three rose categories, prices of
Eastern roses increased 10-27 percent, Western roses increased
from 4-19 percent and Colombian roses increased from 3-13
percent.
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approximately six percent increase in the United States

wholesale price during the period under investigation.

Lost Sales and Lost Revenue

Lost sales and lost revenue information similarly do not
show evidence of significant injury from imported Colombian
roses. Petitioner did not allege any lost sales. However, the
Commission staff contacted 15 purchasers whé bought imported
Colombian roses. Thirteen of these 15 purchasers reported they
bought Colombian roseé because of inadequate domestic supplies,
especially during peak demand periods. Higher quality of the
imported roses was also cited as a factor. Two purchasers out
of 15 indicated price of the Colombian roses was influential in
their decision. 37/

Domestic growers did make specific allegations of lost
revenues due to imported Colombian roses. 38/ Of nine
purchasers contacted, seven stated that reduced prices of the
domestic growers were the result of competition with other

domestically-grown roses and the imported Colombian roses. 39/

37/ See Report at A-37-A-38.

38/ See Report at A-39-A-40.

39/ Only one purchaser stated that the reduced price of the
domestic roses was the result of competition with the Colombian

roses. The remaining purchaser could not recall the instance
where the domestic grower reduced his price.
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Therefore, because roses from Colombia did ﬁot'ﬁndersell
all domestic roses, did not suppress or depress U.S. prices,
and because revenue and sales were not lost due to prices of
Colombian roses alone, there is no causal link between imports
of roses from Colombia and the injury suffered by the domestic

industry.

Domestic Demand and Supply and
a Reasonable Indication of
Threat of Material Injury

Petitioner points to recent significant and sustained
volume increases of rose imports from Colombia as a reasonable
indication of threat of material injury. 40/ Moreover,
petitioner argues that the injury and threat presented by these
imports 41/ is particularly pronounced because a rose is a

perishable product, and therefore the market is price sensitive.

40/ See petitioner's Post-Conference submission on behalf of
Roses, Inc., October 31, 1983, at p. 18. Note that petitioner

did not specifically allege threat of material injury.

41/ 1Imports of roses from Colombia increased from an estimated
30 million blooms in 1980 to 75 million blooms in 1982.
Colombian imports rose by 39 percent in interim 1983 when
compared to the same 1982 period (Report at A-20). Notably,
imports from all sources rose (Report at A-20).
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However, an analysis of several factors indicates that
these increased levels of imports do not present a threat to
the domestic industry. 42/ Supply and demand in the U.S.
market for the subject roses is not such that these imports
will necessarily threaten the U.S. industry with injury.

Most Colombian rose imports are of the long-stem variety.
g}/ While there are no data on domestic production of
long-stem roses, it has been estimated that due to climatic
conditions, premium long-stem roses constitute only 25 percent

of domestic supply. 44/ Production of a greater proportion of

42/ 1In an analysis of threat of material injury the Commission
‘examines, among other factors, demonstrable trends in the
following areas: (1) the rate of increase in importation of
‘the dumped merchandise on the United States market, (2)
importers inventories (irrelevant in regard to this product),
(3) capacity in the exporting country to generate exports, and
(4) the likelihood that such imports will be directed to this
market, taking into account the availability of other export
markets (see section 207.6 of the Commission's Rules (19
C.F.R. 9207.26)). See also Senate Report No. 96-249, 96th
Cong., 1lst Sess., (1979) at 88-89. "An ITC affirmative
determination with respect to threat of injury must be based on
information showing that the threat is real and injury is
imminent, not mere supposition or conjecture." See also
Alberta Gas Chemicals, Inc. v. United States, 515 F. Supp. 780,
May 28, 198l.

43/ See note 28.

44/ See Transcript at 23-25, Post-Conference submission of
Florists Transworld Delivery Association at pp. 7-8.
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domestic long-stem roses would likely result in substantial
increases in costs of production. 45/ Even if the domestic
industry could increase production of this variety of rose, it
is difficult to ascertain how Colombian imports of long-stem
roses would be injurious, since long-stemmed roses from
California are priced below long-stemmed roses from

Colombia. 46/ Thus, Colombian imports of primarily
long-stemmed roses are both meeting a demand for which there is
inadequate domestic supply, and for which domestic producers do
not have a comparative advantage. 47/

The conclusion that imports of roses from Colombia
supplement, rather than substitute for, domestic roses is borne
out by the fact that the market has been one of generally
increasing prices for all participants. If the total quantity

of roses available was greater than demand, prices

45/ Transcript at 124. According to counsel for respondents,
U.s. growers could increase the percentage of premium red roses
per plant by heavily pruning intermediate stems, but this would
increase labor costs and sharply reduce the total number of
blooms produced per plant per year. See also Transcript at 146.

46/ See Report at Table 12.
47/ Transcript at 145-48. See also, Post-Conference

submission of Florists' Transworld Delivery Association at p. 7
and Lost Sales data, Report at A-37.
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would follow a declining, rather than an increasing‘
trend. 48/

Most significant, in an analysis of a reasonable
indication of material injury or threat of material injury, an
affirmatiye determination cannot be made solely on the basis of
an increased level of imports. 49/ With regard to a
reasonable indication of threat of material injury, an
affirmative determination must be based on more than mere
supposition and conjecture that injury might occur at some
remote future time. While petitioner refers to an increasing
amount of acreage devoted to roses by Colombian growers, §2/
no evidence of planned expansion of the cultivation area is

offered. 51/

48/ Moreover, in a market characterized by inadequate domestic
supply and seasonal variations in demand, and a perishable
product which is subject to adverse climate, imports perform an
important function in keeping prices within the reach of the
consumer. For example, in 1977 a frost damaged the Colombian
rose crop, thereby limiting the availability of roses on
Valentine's Day. Consequently, U.S. rose prices soared above
their normally high holiday levels in February 1977.

49/ See note 42.
Eg/ Petition at 48.
51/ Transcript at 104. I will, of course, fully consider all

information developed in the course of this investigation in
this regard.
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Conclusion

An analysis of most indicators shows that the domestic
industry is not experiencing material injury. Any injury being
experienced is the result of domestic competition, brought on
by lower costs of production in the Western United States.
Because most Colombian imports are a variety which is not
cost-efficient for the domestic industry to produce, and
because these imports have not caused rose prices to fall,
these imports have supplemented, rather than substituted for,
domestic production. No substantial information was presented
to the Commission demonstrating that there is a reasonable
indication of a real and imminent threat to the domestic
industry. Increased import volume and penetration is not -- in
and of itself -- sufficient to sustain an affirmative
preliminary determination with respect to injury, threat of

injury, and causation. 52/

52/ See section 771(7)(C) of the Tariff Act of 1930, as
amended (19 U.S.C. 1677(7)(C). See also the Report of the

Senate Committee on Finance on the Trade Agreements Act of 1979
(S. Rept. No. 96-249, 96th Cong., lst Sess. 88 (1979). While
the significance of the various factors which affect an
industry will depend upon the facts of each particular case,
see also SCM Corporation v. United States, Slip Op. 82-54, 3
ITRD 2198 (Ct. of Int'l Trade 1982), where the court upheld a
negative injury determination of the Commission based upon
criteria other than increases in the volume of imports.

Despite a large increase in import penetration, the Commission
found negatively because there had been no domestic price

suppression or lost sales. Financial indicators had also not
been negatively affected.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 30, 1983, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce on behalf of Roses,
Inc., 1/ alleging that fresh cut roses imported from Colombia are being, or
are likely to be, sold in the United States at less than fair value (LTFV)
within the meaning of the antidumping laws of the United States. Accordingly,
effective September 30, 1983, the Commission instituted investigation No.
731-TA-148 (Preliminary) under section 733(a) of the Tariff Act of 1930 (19
U.S.C. 1673b(a)) 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 that the establishment of an industry in the United States
is materially retarded, by reason of imports of fresh cut roses from Colombia,
which are currently provided for in item 192.18 of the Tariff Schedules of the
United States (TSUS). The statute directs that the Commission make its
determination within 45 days of receipt of the petition, or in this case by
November 14, 1983.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of October 13, 1983 (48 F.R. 46632). 2/ A public conference was held
in Washington, D.C., on October 24, 1983, at which all interested parties were
afforded the opportunity to present information for consideration by the
Commission. 3/ The Commission's vote on the investigation was on
November 7, 1983.

Previous Commission Investigations

The Commission has conducted several investigations with respect to fresh
cut roses specifically and fresh cut flowers in general. On the basis of a
petition filed on behalf of the Grower Division of the Society of American
Florist and Ornamental Horticulturists, the Commission instituted, effective
February 12, 1977, investigation No. TA-201-22 under section 201 of the Trade
Act of 1974 to determine whether fresh cut flowers (including roses), then
being imported into the United States, were being imported in such increased
quantities as to be a substantial cause of serious injury, or the threat
thereof, to a domestic industry. The Commission made a negative determination
in that investigation. Investigation No. TA-201-22 was followed by
investigation No. TA-201-42, relating only to fresh cut roses, which was

1/ Roses, Inc. is a domestic trade association whose membership consists of
growers of fresh cut roses.

2/ A copy of the Commission's notice of institution is presented in app. A.
Commerce's notice of institution is presented in app. B.
3/ A copy of the calendar of the public conference is presented in app. C.
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instituted, effective November 29, 1979, as a result of a petition filed on
behalf of Roses, Inc. In April 1980, the Commission unanimously determined
that fresh cut roses were not being imported into the United States in such
increased quantities as to be a substantial cause of serious injury, or the
threat thereof, to the domestic industry producing the like or directly
competitive articles.

On January 3, 1980, a petition was again filed on behalf of Roses, Inc.,
alleging that imports of fresh cut roses from the Netherlands were being
subsidized by the Government of that country. Effective January 11, 1980, the
Commission instituted investigation No. 701-TA-21 (Preliminary) 1/ to
determine whether there was a reasonable indication that an industry in the
United States was materially injured, or threatened with material injury, or
whether the establishment of an industry in the United States was materially
retarded, by reason of the allegedly subsidized imports of fresh cut roses
from the Netherlands. In February 1980, the Commission unanimously
determined, on the basis of the record developed in the investigation, that
there was no reasonable indication of injury to a domestic industry by reason
of the allegedly subsidized imports of fresh cut roses from the Netherlands.
Finally, the Commission instituted, effective June 8, 1981, an antidumping
investigation (Inv. No. 731-TA-43 (Preliminary)) with respect to fresh cut
roses from Colombia. However, the Commission's investigation was terminated

when Commerce (the administering authority) dismissed the petition on Jume 25,
1981. 2/

On January 18, 1983, Commerce entered into a suspension agreement with 93
Colombian producers and exporters of roses and other cut flowers whereby such
producers and exporters renounced all benefits deemed countervailable by
Commerce in its preliminary countervailing duty iuvestigation initiated on
August 26, 1982, 3/ Commerce also published in the Federal R glster of
August 12, 1983 (48 F.R. 36635) the results of its final administrative review
with respect to fresh cut roses from Israel. 4/ The review covered the period
October 1, 1979 through September 30, 1980, and resulted in a determination of
net subsidies amounting to 11.69 percent.

1/ Fresh Cut Roses From the Netherlands: Determination of no Reasonable
Indication of Material Injury or Threat Thereof in Investigation No. 701-TA-21
(Preliminary), . . ., USITC Publication 1041, February 1980.

2/ The petitioner (Roses, Inc.) challenged the dismissal through the
judicial process which culminated in an order by the court remanding the case
back to Commerce for a redetermination. Note, however, that the petition
resulting in the instant investigation is separate and unrelated to the order
of remand by the court.

3/ Colombia is not a "country under the Agreement" therefore the Commission
did not conduct an injury investigation.

4/ Commerce's affirmative final determination was published in the Federal
Register of Sept. 4, 1980 (45 F.R. 58516)
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Nature and Extent of Alleged Sales at LIFV

Based on information provided in the petition, more than 85 percent of
Colombia's production of fresh cut roses (there are about 28 growers) is
channeled to export markets, with the United States receiving about 90 percent
of the exports. 1In support of its allegation of sales made at LTFV, the
petition compares the amounts actually remitted to the Colombian
grower/exporter resulting from a U.S. sales transaction made under the
consignment arrangement with the constructed value (based on cost of
production) of the merchandise in Colombia. Based on this comparison, the
petition alleges LTFV margins in 1983 ranging from a low of 16.8 percent to a
high of 247.0 percent.

The Product
Description ge

Roses are members of the Rosaceae family; at least 100 species and
thousands of varieties are known to exist. The two most commercially important
types of these relatively expensive flowers are the sweethearts and the hybrid
teas. Roses may be white, pink, red, yellow, orange, or intermediate shades
or tints. Cut roses are used in wreaths and bouquets for ceremonial occasions
and for general decorative purposes. As fresh cut flowers, roses may last 3
to 5 days in the home without the use of a preservative and 5 to 7 days with
the use of a preservative.

U.S. tariff treatment

Fresh cut roses are classified for tariff purposes under item 192.18 of
the TSUS. 1/ Prior to January 1, 1980, fresh cut roses were classified along
with all other fresh cut flowers under item 192.20 of the TSUS. The rates of
duty currently applicable to imports of fresh cut roses are 8 percent ad
valorem under column 1 2/ and 40 percent ad valorem under column 2. 3/ The
column 1 rate reflects a concession granted by the United States in the Tokyo
round of the General Agreement on Tariffs and Trade effective January 1, 1980;
that rate is not scheduled for further reductions under the Tokyo round.

Fresh cut roses imported from beneficiary developing countries are not
eligible for duty-free treatment under the Generalized System Preferences.

1/ Fresh cut roses were classified under TSUS item 192.19 from Jan. 1, 1980,
through Mar. 29, 1980.

2/ The rates of duty in column 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(f) of the TSUS. The
People's Republic of China, Hungary, Romania, and Yugoslavia are the only
Communist countries currently eligible for MFN treatment. However, MFN rates
would not apply to products of developing countries if preferential tariff
treatment is granted under the Generalized System of Preferences (GSP) or
under the "LDDC" rate of duty column.

3/ The rates of duty in column 2 apply to imported products from those A-
Communist countries and areas enumerated in general headnote 3(f) of the TSUS.
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U.S. imports of fresh cut roses generally are valued for duty-assessment
purposes on the basis of their value for exportation in the country of export.
Transportation costs for imported fresh cut roses usually account for a sub-
stantial portion of the landed cost in the United States, since air shipment
is often required because of their perishability. Because transportation
costs are not part of the dutiable value, the rate of 8 percent ad valorem on
fresh cut roses is significantly less than 8 percent of the landed value. In
1982, the c.i.f. value of fresh cut rose imports was 12 percent higher than
the customs value.

It is difficult for the U.S. Customs Service to compute the dutiable
value of fresh cut flowers based on their value in the exporting country if
the flowers are imported from sources in Latin America; very little of the
commercial production is sold in the domestic markets of the countries in that
area. In addition, some of the imports from that area enter the United States
on consignment for subsequent sale. Consignment shipments and related-party
entries are valued monthly by the U.S. Customs Service for duty purposes. For
the period October 1-October 31, 1983, the rate of duty on fresh cut rose
imports is assessed for such consignment and related-party entries based on
the following fixed valuations:

Long stem roses (20 inches or more)-———————- 22¢ per stem
Short stem roses (under 20 inches)-----——--—- 15¢ per stem

All imported fresh cut roses are subject to Federal quarantine inspection
to prevent the spread of injurious plant pests (7 CFR 319.74). Inspections
are made quickly and result in very few detentions. Imported roses also
require a permit, but this permit is readily obtainable for roses shown to be
free of injurious plant pests. Quarantine inspections are provided free of
charge to importers during normal working hours of the Animal and Plant Health
Inspection Service of the U.S. Department of Agriculture. At all other times,
importers are charged a fee for inspection services.

Channels of distribution

The channels of distribution used to market fresh cut roses, shown in the
following figure, are the same as those used to market other types of fresh
cut flowers. Most fresh cut rose production moves through the traditional
market channels, from the grower to the wholesaler to the retail florist, and
finally to the consumer. In recent years, grower-shippers have gained an

important role in the distribution channel. 1Initially, grower-shippers almost
exclusively shipped only flowers produced in their own growing facilities.
Such entities have now expanded their operations to include the shipment of
flowers produced by other growers. In many cases, grower-shippers also have
expanded product lines to cover a full line of fresh cut flowers to satisfy
the needs of wholesalers, mass merchandisers, and retail florists.

Wholesalers generally carry a full line of fresh cut flowers along with )
various other plant materials and supplies used by retailers. The wholesalers
receive the flowers in their warehouses and distribute them in the major
markets. There are over 2,000 wholesalers in the United States. Some whole-, ,
salers, known as wholesaler-shippers, have also integrated their operations,
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establishing purchasing centers in major growing areas in order to obtain a
product line tailored to the needs of the mass-merchandiser, the retail
florist, and the consumer. These wholesalers are known as wholesaler-
shippers.

The retail florist shops and the mass-merchandising outlets generally are
the points at which fresh cut roses are sold to the ultimate consumer. The
retail florist is considered a full-service outlet and generally carries a
full line of fresh cut flowers. In addition, the retail florist generally
allows the consumer to charge purchases and have the product delivered, as
well as providing other services such as designing flower arrangements. The
mass merchandiser, however, generally operates on a cash-and-carry basis and
is considered a no-service outlet. ’

Importers of fresh cut roses normally enter the distribution channel at
the same level as the grower or grower-shipper. However, some importers have
expanded their operations to include wholesaling functions in major U,S.
markets.

The U.S. Industry

During 1950-82 there was a marked shift in the composition of the fresh
cut rose industry in the United States, from many small local growers near
eastern and midwestern population centers to large and efficient growers
primarily in California and Colorado. Although California growers are
situated in a favorable climate for producing cut roses, Colorado also has a
great deal of sunshine--a requisite for growing good quality roses--in spite
of cold winter weather, with its attendant fuel costs. Pennsylvania, Indiana,
and New York also have been important rose-producing States owing in part to
their proximity to eastern and midwestern population centers.

Most commercial growers raise both the hybrid tea and the sweetheart
types. It is estimated that there are about 250 commercial rose growers in
the United States. Table 1 shows the number of commercial producers of cut
roses, by principal types, in major producing States in recent years. 1/

In 1981 there were 222 commercial growers of hybrid tea roses in the 14
major producing States, down 6 percent from the number of growers in 1977.
The number of commercial growers of sweetheart roses in the 13 major producing
States 2/ declined by 1l percent over the period 1977-81, from 198 to 177.
However, the number of growers of hybrid tea roses in California and Colorado
increased during the period, as did the number of growers of sweetheart roses
in California. Hence, most of the decline in the number of commercial growers
occurred in the other major producing States located primarily in the Eastern
United States.

1/ The major producing States are California, Colorado, Connecticut,
Illinois, Indiana, Massachusetts, Michigan, Minnesota, New Jersey, New York,
Ohio, Oregon, Pennsylvania, and Washington for hybrid tea and (except Oregon)
for sweetheart roses.

2/ It is estimated by the U.S. International Trade Commission that the mggg;
producing States account for at least 90 percent of U.S. commercial rose
production.
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Table 1.--Fresh cut roses: Number of U.S. commercial growers of hybrid tea
and sweetheart roses in leading producing States, 1977-81

1981-——=—=: - 92 : 130

o .

f Hybrid tea roses . Sweetheart (miniature) roses
Year : California : : : : :
Other . . .. . Other
: and * gStates ° Total : California : States ° Total
; Colorado : : : : :
1977 —————-: 85 : 152 : 237 : 52 : 146 : 198
1978—————- : . 87 : 134 221 : 55 125 180
1979—————~ : 91 : 145 : 236 : 57 : 120 : 177
1980—————-: 94 146 : 240 : 67 : 116 183
: 222 : 68 : 109 177

Source: Compiled from official statistics of the U.S. Department of
Agriculture.

Note.--The U.S. Department of Agriculture ceased gathering data on the U.S.
floriculture industry beginning in 1982.

U.S. commercial rose growers vary in size, in terms of number of rose
plants in production, from firms with as few as 2,000 rose plants to one firm
with nearly 1.3 million plants. 1In 1975, the last year for which industry
data were reported by the U.S. Department of Agriculture, less than 25 percent
of the commercial growers of hybrid tea and sweetheart roses accounted for
more than 60 percent of the commercial production of those rose types.

Many. U.S. rose growers are diversified in their output, producing other
types of cut flowers, potted flowering plants, or other floricultural
products. The importance of cut rose production to their overall operations
varies significantly by firm. An average size U.S. rose-growing operation
would have about 88,000 rose plants in production, requiring about 135,000
square feet of greenhouse space. The grower would sell about 2.1 million rose
blooms annually from these plants and would have annual rose sales of about
$600,000.

Almost all roses grown commercially in the United States are produced in
greenhouses. The greenhouse may be of a rigid type (constructed of glass or
rigid fiberglass) or it may be of a film type (constructed of plastic or
polyethylene). Both types of structures have certain advantages and
disadvantages. For instance, rigid-type structures have very high initial
construction costs and lower maintenance costs compared with those for
film-type structures. Both types of structures are common throughout the
United States, and each is usually tailored to the individual grower's needs.
Rose greenhouses in the United States require some type of supplemental
heating for rose production to continue year round. Where possible, growers
usually use natural-gas-fired boilers rather than oil-fired boilers or other
types of heating systems, owing in major part to the cost advantages of
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natural gas. But because of the rapid escalation of fuel costs, some U.S.
growers are turning to alternative energy sources for their heating needs
(e.g., geothermal, wood, sawdust, rice coal, and waste heat from power plants).

The production of roses is a long-term investment. A typical rose plant
will be in production for 4 to 6 years and will produce between 80 and 150
blooms during that time, depending on the rose variety. The sweetheart
varieties are usually more prolific than the average rose plant, although some
of the hybrid tea varieties are far less fruitful. A grower must also )
contrach in advance for new rose plants that will be used to either replace
existing plants or for additional plants. This leadtime is usually between 9
months and a year, but for some varieties, the leadtime may be nearly 2
years. Also, once the plants are placed in the greenhouse, it is about 120
days before the first rose bloom is cut. In addition, rose plants are
normally leased from the propagator. The lease usually stipulates that
cuttings to produce more plants cannot be taken from the plants, and once the
plants are removed from the growing area, they cannot be sold but must be
destroyed. The conditions also apply to outright sales of the rose plants.
Hence, a grower has to produce cut roses if he is to recover his investment in
the rose plants.

The Colombian Industry

Colombia is one of the world's leading producers of roses for the export
market. In 1982, it is estimated by the petitioner that Colombian commercial
rose growers, numbering about 28, produced about 120 million roses. About 80
percent of that total, nearly 102 million blooms, was exported. The United
States was the destination for about 93 percent, or 94 million blooms, of such
exports in that year.

U.S. Importers

During January-August 1983, nearly 100 firms imported fresh cut roses
from Colombia. However, the bulk of the imports were accounted for by 10
firms. Many of these importing firms are associated with Colombian producers
and are the Colombian firms' marketing arm in the United States.

U.S. importers of fresh cut roses from Colombia are mainly concentrated
in the Miami, Fla., area due to its close proximity to Colombia, which is a
distance that requires less than 4 hours of air travel and the transportation
network for shipping perishables from Florida to Eastern United States
markets. It is from this central hub that importers control the movement of
Colombian imported fresh cut roses throughout the United States. Once the
incoming merchandise clears customs and APHIS inspection, it is either loaded
into trucks for immediate shipment to points north or the merchandise is held

over by the importer in a refrigerated warehouse for shipment within a few
days. .

- A-8
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Apparent Consumption

Apparent U.S. consumption of fresh cut roses increased steadily during
1980-82 and interim January-August 1983, primarily on the strength of U.S.
imports. Consumption rose from 499.8 million blooms in 1980 to 548.5 million
blooms in 1982, representing an increase of about 10 percent (table 2). The
increase in consumption in January-August 1983 over January-August 1982 was of
a similar magnitude. The ratio of imports to apparent consumption and to U.S.
production also increased considerably from 1980 to 1982, increasing from 7.7
percent and 8.2 percent, respectively, in 1980 to 17.2 percent and 20.3
percent, respectively, in 1982.

Table 2.--Fresh cut roses: U.S.production, exports of domestic merchandise,
imports for consumption, and apparent U.S. consumption, 1980-82, January-
August 1982, and January-August 1983

‘ Ratio of imports to—

: : : : Apparent :

Period :Production: Exports l/: Imports :consumption: U.s. = Apparent
: : : : :production:consumption
: Millions of blooms : Percent-—————-
1980 : 471.3 : 10.0 : 2/ 38.5 : 499.8 : 8.2 : 7.7
1981 : 466.8 : 10.0 : 67.5 : 524.3 : 14.5 : 12.9
1982 : 1/ 464.4 : 10.0 : 94.1 : 548.5 : 20.3 : 17.2

Jan.-Aug.-— : : : : : :
1982-——====—-: 1/ 313.0 : 7.0 : 60.2 : 366.2 : 19.2 : 16.4
1983-———==———-: 1/ 330.3 : 7.0 : 84.1 : 407.4 : 25.5 : 20.6

. . . .
.

1/ Estimated by the staff of the U.S. International Trade Commission.

2/ Data for January-March 1980 estimated by the staff of the U.S. International
Trade Commission since imports of fresh cut roses were not separately provided for
in the TSUS and thus no official statistics for that period were available.

Source: U.S. production based on data from Floriculture Crops of the U.S.
Department of Agriculture with adjustments to include all 50 States, except as
noted; imports, compiled from official statistics of the U.S. Department of
Commerce, except as noted.

The Question of Material Injury

In seeking information on the question of a reasonable indication of
material injury, the Commission sent questionnaires to 180 known U.S.
commercial rose growers, requesting a response within 12 days of the
Commission mailing. By the time of this report, 51 questionnaires had been
received, and 48 contained usable data. The 48 respondents supplying usable
data accounted for 39.5 percent of salable blooms produced by all U.S.
producers in 1980; 41.5 percent in 1981, and 42.8 percent of estimated U.S.
production in 1982. For January-August 1982 and 1983, the questionnaire
respondents accounted for 37.6 percent and 37.2 percent respectively of total

estimated U.S. production. A
-9
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U.S. production and planting capability

U.S. rose growers had a total area of 15.1 million square feet in
production in 1980, 12.4 million square feet, or 82 percent of the total, was
devoted to the growing of fresh cut roses, according to the responses of 47 of
51 firms responding to questionnaires of the U.S. International Trade
Commission. From 1980 to 1982, the area set aside for the production of fresh
cut roses by these producers grew by little more than 2 percent,”to 12.6
million square feet, whereas that for all products rose by less than 1
percent, increasing to 15.2 million square feet in 1982 (table 3). 1In
January-August 1983, the area devoted exclusively to the growing of fresh cut
roses increased by 6 percent, to 12.9 million square feet, compared with the
area devoted to such production in January-August 1982. Similarly, the ratio
of the area planted in fresh cut roses .to the total area planted for all
products increased uninterruptedly in all periods, as shown in table 3.

\

Five U.S. growers reported a net decrease of 98,000 square feet in
planting area devoted to rose plants from January 1980 through August 1983.
Two additional firms closed down or dismantled greenhouses accounting for a
substantial part of the overall area dedicated to rose plants. 1/ See table

D-1 in appendix D for selected data on area in production, by areas of the
United States. .

Table 3.--Fresh cut roses: Area in production for fresh cut roses and other
fresh cut flowers and greenhouse products for 47 commercial growers,
1980-82, January-August 1982, and January-August 1983

: . . : Ratio of
. Area in production : area used
Period i Fresh i Other i Other i Total i rﬁ::scz:
- cut . fresh cut greenhouse | all . total area
. roses . flowers . products . products used
: 1,000 square feet ¢ Percent
1980 : 12,353 : 1,893 : 854 : 15,100 : 81.8
1981 : 12,463 : 1,922 : 815 : 15,200 : 82.0
1982 : 12,626 : 1,935 : 634 : 15,195 : 83.1
January-August-— : : : : :
1982 : 12,196 : 1,933 : 613 : 14,742 : 82.7
1983 12,943 : 1,919 : 534 : 15,396 : 84.1

o oo

Source: Compiled from data submitted in
U.S. International Trade Commission.

response to questionnaires of the
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Data submitted by 48 fresh cut rose growers show that the number of rose
plants in production by those firms increased irregularly from 7.5 million
plants (186.2 million blooms) in 1980 to 7.7 million plants (198.6 million
blooms) in 1982, or by 4 percent (table 4). Because the average bloom yield
per plant increased irregularly from 1980 to 1982, the number of salable
blooms produced increased uninterruptedly, by an overall 7 percent during
1980-82. In January-August 1983, both the number of salable blooms produced
and the average bloom yield per plant were up from those of January-August
1982, while the number of plants in production fell. In the case of the
number of salable blooms produced, the increase was 4.5 percent, or 5.3
million blooms.

When faced with basic planting decisions of whether to expand or cut back
on rose production, or vary their product mix, U.S. growers, in general,
responded differently. Whereas some growers may have shifted out of rose
production into some other crop, others were devoting more space to growing
roses. For example, * * *, See table D-1 for selected data on the number of
plants in production and salable blooms produced by areas of the United States.

Table 4.--Fresh cut roses: Plants in production, total salable blooms
produced, and average yield per plant for 48 firms, 1980-82, January-
August 1982, and January-August 1983

. Plants in ‘' Salable blooms °  Average yield
Period . : :
production produced per plant
1,000 : 1,000
: plants : blooms : Blooms

1980 : 7,453 : ‘ 186,158 : 25.0
1981 : 7,801 : 193,594 : 24.8
1982- : 7,736 : 198,597 : 25.7

January-August—- : : :
1982 : 7,502 : 117,563 : 15.7
1983 : 7,490 : 122,893 : 16.4

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

U.S. growers' shipments

Domestic.--According to usable questionnaire data submitted by 47
growers, the number of fresh cut rose blooms sold by these growers rose
consistently during 1980-82 and also increased in January-August 1983 over
sales in the corresponding period of January-August 1982. The total number of
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blooms sold increased from 179.6 million in 1980 to 192.9 million blooms in
1982 (table 5). Bloom sales of the sweetheart variety increased by 11 percent
and sales of all other rose varieties, including the hybrid tea rose,
increased by only 6 percent. The value of sales, as reported by the 47
growers, also rose from 1980 to 1982, increasing by slightly less than 18
percent to $48.6 million in 1982. The value of such sales in the interim 1983
period ($35.9 million) was up by more than 10 percent over the value of such
sales in the interim 1982 period.

Table 5.--Fresh cut roses: U.S. sales of 47 growers, 1980-82, January-
August 1982, and January-August 1983

.
.

January-August——

Item ‘1980 ° 1981 1982 -
: : : 1982 1983

Quantity (millions of blooms)

Sweetheart——-—-————- H 56.3 : 60.2 : 62.6 : 37.1 : 36.7
Other l/-———————-—-: 123.3 : 129.0 : 130.3 : 75.9 : 80.1
Total-——-—~———-: 179.6 : 189.2 192.9 113.0 : 116.8

Value (1,000 dollars)

Sweetheart—————--—-- : 11,020 : 13,525 : 12,903 : 8,979 : 9,673
Other l/-—————————- : 30,297 : 34,665 : 35,701 : 23,480 : 26,201
Total-————————==: 41,317 : 48,190 : 48,604 : 32,459 : 35,874

Unit value (cents per bloom)

Sweetheart—————-——- : 19.6 : 22.5 : 20.6 : 24.2 : 26.4
Other l1/-——-————-— : 24.6 26.9 : 27.4 : 30.9 : 32.7
Average——————-— -1 23.0 : 25.5 : 25.2 : 28.7 : 30.7

1/ Includes hybrid tea.

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

The average unit value of sales of sweetheart roses increased by 5
percent, to 20.6 cents per bloom from 1980 to 1982, compared with an increase
of 11 percent, to 27.4 cents per bloom for all other varieties of fresh cut
roses over the same period. The average unit value on sales of all fresh cut
roses in January-August 1983 rose by nearly 7 percent (to 30.7 cents per
bloom) over the average unit value of such sales in January-August 1982,
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In the Commission's questionnaire, U.S. growers were asked to provide the
quarterly distribution (in blooms) of their fresh cut rose shipments to the
eastern 1/ and western sectors of the United States from January 1980 through
August 1983. Of the 37 growers that were able to provide such data, 10
growers reported sales of their merchandise to points both east and west of
the Mississippi; 21 growers reported sales in only the eastern part of the
United States, and 5 growers reported sales of their product to only the
western part of the United States. None of the Eastern growers shipped to the
Western States; all 10 growers that ship to points east and west of the
Mississippi are located in the western part of the United States; 6 of these

growers are located in California followed by 1 each in Colorado and Oregon
and 2 in Utah.

The predominant share of U.S. growers' shipments flow into the eastern
part of the United States where heavily populated urban centers tend to be
more concentrated. The ratio of U.S. growers' sales to the Eastern United
States to U.S. growers' total sales to all areas of the United States, by
quarters, is shown in the following tabulation (in percent):

: Ratio of shipments to the Eastern United States
: to total shipments to all areas of the United States
Year —
: Jan.- : Apr.- : July- : Oct.- : Average
: Mar. : June : Sept. : Dec.
1980 : 63.2 : 66.7 : 65.7 : 67.0 : 65.7
1981 : 63.7 : 68.1 : 66.2 : 66.3 : 66.2
1982 : 58.6 : 59.8 : 58.1 : 58.4 : 58.8
1983 : 59.5 : 67.0 : 1/ 57.5 : 2/ : 3/ 62.6

1/ Includes July-August only.
2/ Data not available.
3/ Includes January-August only.

The strongest selling periods of the year for sales of fresh cut roses
tend to occur in the months of February and May. These two months of the year
include the traditional celebration of Valentine's Day on February l4th and
Mother's Day which is celebrated the second week in May. These two dates are
the greatest demand periods for roses, more so than any other time of the
year. The data presented in table 6, which are based on the questionnaire
responses of 37 growers, suggest that U.S. growers' shipments to all areas of
the United States tend to be higher in the 3-month period April-June than at
any other time in a given year. From 1980 to 1982, total fresh cut rose

1/ The Eastern United States includes Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut, New York, Michigan, Wisconsin, New
Jersey, Pennsylvania, Ohio, Indiana, Illinois, Delaware, Maryland, Virginia,
West Virginia, Kentucky, North Carolina, Tennesee, South Carolina, Georgia,
Alabama, Mississippi, Florida, and the District of Columbia. The Western
United States includes all other States of the United States.
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shipments by the 37 growers during the 3 months of April-June totaled 33.6
million blooms in 1980, or 30 percent of the total blooms shipped in that
year; 31.7 million blooms in 1981, representing 29 percent of total 1981
shipments, and 37.6 million blooms in 1982, again accounting for 29 percent of
total 1982 shipments. Such shipments in the 3-month period April-June 1983
were up by 26 percent, to 47.5 million blooms, over those in the corresponding
period of April-June 1982.

In the Commission’s questionnaire, U.S. growers were also asked to report
the quantity (blooms) and value of their fresh cut rose sales that were sold
on consignment; 20 growers provided this information in their questionnaire
responses. However, upon examination of the individual responses and
subsequent telephone calls made by the commission's staff, it was determined
that the reported data were unreliable and hence should not be included in
this report. See table D-2 for selected data on domestic shipments by areas
of the United States.

Table 6.—-Fresh cut roses: Quarterly distribution of shipments to the Eastern
and non-Eastern United States for 37 growers, January 1980-August 1983

(Millions of blooms)

. : January-: April- : July- :October- :
Year/region : March : June :September:December : Total

1980: : : : :
Eastern United States—————- : 15.6 : 22.4 ; 17.6 : 18.1 : 73.7
Non-Eastern United States—-: 9.1 : 11.2 : 9.2 : 8.9 : 38.4
Total : 24.7 : 33.6 : 26.8 : 27.0 : 112.1

1981: ' : : : : :
Eastern United States————--: 16.3 : 21.6 : 17.0 : 17.5 : 72.4
Non-Eastern United States—-: 9.3 : 10.1 : 8.7 : 8.9 : 37.0
Total : 25.6 : 31.7 : 25.7 : 26.4 : 109.4

1982: : : : : :
Eastern United States—————- : 16.3 : 22.5 : 19.0 : 18.8 : 76.6
Non-Eastern United States—-: 11.5 : 15.1 : 13.7 : 13.4 : 53.7
Total : 27.8 : 37.6 : 32.7 : 32.2 : 130.3

1983: HE : : : :
Eastern United States———---: 17.3 : 31.8 : 1/ 13.0 : 2/ : 3/ 62.1
Non-Eastern United States--: 11.8 : 15.7 : 1/ 9.6 : 2/ ; 3/737.1
Total : 29.1 : 47.5 : 1/ 22.6 : 2/ : 3/ 99.2

1/ Includes July-August only.
2/ Data not available.
3/ Includes January-August only.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Exports.--Only eight U.S. growers reported exports of fresh cut roses
grown in their U.S. growing establishments. Total exports by these eight
growers were minimal, averaging about 1.5 million blooms per year from 1980 to
1982, As a share of their total production and total shipments, exports by
these growers represented about 3 percent of both production and shipments in
1982. Canada is believed to be the primary destination of U.S. exports.

U.S. employment

The average number of all persons employed by reporting U.S. rose growers
remained relatively unchanged between 1980 and 1982, decreasing by 4 percent
to 1,960 workers. In contrast, the average number of production and related
workers engaged directly in the growing of fresh cut roses increased by a
slight margin (less than 2 percent) over the same period, increasing to 1,374
workers (table 7). Of the 45 growers reporting data on the average number of
all employees in 1982, 16 employed fewer than 21 workers, 19 employed between:
21 and 50 workers, and 10 employed more than 50 workers.

Total wages paid to production and related workers growing fresh cut
roses increased from $12.0 million in 1980 to $14.1 million in 1982,
representing an increase of more than 18 percent. Total wages paid in
January-August 1983 rose by 7 percent over wages paid in the corresponding
period of 1982. For the most part, production and related workers employed in
the industry do not have union representation and generally must rely on wages
alone as their only form of compensation. Production and related workers
involved in growing fresh cut roses worked a total of 2.7 million hours in
1982 and were paid an average hourly wage rate of $5.33, compared with a total
of 2.6 million hours worked in 1980 at an average rate of $4.70 per hour.
Worker productivity for production and related workers producing fresh cut
roses increased only marginally from 1980 to 1982, growing from 73.0 blooms
per worker hour in 1980 to 74.9 blooms per worker hour in 1982. Worker
productivity in January-August 1983 averaged 69.6 blooms, up from 66.8 blooms
per worker hour in the corresponding period of 1982.
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