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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-448, 449, & 450 (Final)
SWEATERS, WHOLLY OR IN CHIEF WEIGHT OF MANMADE FIBERS,
FROM HONG KONG, THE REPUBLIC OF KOREA, AND TAIWAN

On the basis of the record1 developed in the subject 1nvestigations t;e
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)) (the Act), that an industry in the United States is
materially injured by reason of imports from Hong Kong, the Repuﬁiic of Korea
("Korea”),. and Taiwan of sweaters, wholly or in cﬁief weight of manmade fibers
("manmade-fiber sweaters”),? provided for in subheadings 6103.23.00,
6103.29.10, 6103.29.20, 6104.23.00, 6104.29.10, 6104.29.20, 6110.30.10,
6110.30.20, and 6110.30.30 of the Harmonized Tariff Schedule of the United
States (HTS), that have been found by the Department of Commerce to be sold in

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

P

Background

The Commission instituted tbese investigations effective April 27, 1990,
following preliminary determinations by the Department of Commerce that
imports of manmade-fiber sweaters from Hong Kong, Korea, and Taiwan were being

sold at LTFV within the meaning of section 731 of the Act (19 U.S.C. § 1673).

! The record is defined in sec. 207.2(h) of the Commission’'s Rules of
Practice and Procedure (19 CFR § 207.2(h)).

2 Commissioner Newquist dissenting. Acting Chairman Brunsdale did not
participate.

3 For purposes of these xnvestlgations "sweaters of manmade fibers” are
defined as knitted or crocheted outerwear garments wholly or in chief weight
of manmade fibers, in a variety of forms including jackets, vests, cardigans
with button or zipper fronts, and pullovers, usually having ribbing around the
neck, bottom, and cuffs on the sleeves (if any), encompassing garments of
various lengths. The phrase "in chief weight of manmade fibers” covers
sweaters where the manmade fibers predominate by weight over each other single
textile material. Sweaters of manmade fibers, as defined here, do not include
sweaters 23 percent or more by weight of wool or sweaters for infants
24 months of age ‘or younger. Sweaters of manmade fibers include all such
sweaters regardless of the number of stitches per centimeter, but with regard
to sweaters having more than nine stitches per two linear centimeters
horizontally, only those with a knit-on rib at the bottom are included.



Notice of the institution of the Commission's investigations'and of‘a public
hearing to be held in cqnnecCion therewith was given by posting copies of the
appropriate notices in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notices in the Eg§g131
Register on May 9, 1990 (55 F.R. 19369) and June 15, 1990.(55 F.R. 24331).

The hearing was held in Washington, DC, on August 9, 1990, and all persons who

requested the opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION!

On the basis of the record developed in these final
investigations, we determine that an industry in the United States is
materially injured by reason of imports of sweaters of manmade fibers
from Hong Kong, the Republic of Korea, and Taiwan, that the Department
of Commerce has determined to have been sold in the United States at

less than fair value.? 3

I. Like Product

A. In general. A threshold issue for the Commission in
antidumping investigations is the definition of the domestic industry
and, concomitantly, the liké product. .The statute defines domestic
industry as "the domestic producers as a whole of a like product...."*
"Like product," in turn, is defined as "a product which is like, or in
the absence of like, most similar in characteristics and uses with" the
articles subject to investigation.’

The Department of Commerce defines the imported merchandise that
is subject to investigaﬁion, and the Commission determines the domestic

products "like" the imports. In these investigations, Commerce has

! Acting Chairman Brunsdale did not participate in these final

determinations.

? Commissioner Newquist dissents from the Commission’s

determinations. Seée his additional views, infra.

3 Material retardation is not an issue in these investigations and

will not be discussed further.
“ 19 U.s.C. § 1677(4)(4).

® 19 U.S.C. § 1677(10).



defined the articles subject to investigation as sweaters wholly or in
chief weight of manmade fibers, excluding infants’ sweaters and sweaters
23 percent or more by weight of wool, but including certain fine-knit
garments that have a knit-on rib at the bottom.®

The Commission’s decision concerning like product is factual and
is made on a case-by-case basis.’” In making this decision, the
Commission traditionally has considered such factors as: (1) physical
characteristics, (2) uses, (3) interchangeability, (4) channels of

distribution, (5) customer and producer perceptions, (6) manufacturing

¢ Final Determinations of Sales at Less Than Fair Value; Sweaters

Wholly or in Chief Weight of Man-Made Fiber from Hong Kong, 55 Fed. Reg.
30733-4 (July 27, 1990); the Republic of Korea, 55 Fed. Reg. 32659 (Aug.
10, 1990); Taiwan, 55 Fed. Reg. 34585-6 (Aug. 23, 1990):

The products covered by this investigation include
sweaters wholly or in chief weight of man-made fiber. For
purposes of this investigation, sweaters of man-made fiber
are defined as garments for outerwear that are knit or
crocheted, in a variety of forms including jacket, vest,
cardigan with button or zipper front, or pullover, usually
having ribbing around the neck, bottom and cuffs on the
sleeves (if any), encompassing garments of various lengths,
wholly or in chief weight of man-made fiber.

The term "in chief weight of man-made fiber" includes
sweaters where the man-made fiber material predominates by
weight over each other single textile material. This
excludes sweaters 23 percent or more by weight of wool. It
includes men’s, women’s, boys’ or girls’ sweaters, as
defined above, but does not include sweaters for infants 24
months of age or younger. It includes all sweaters as
defined above, regardless of the number of stitches per
centimeter, provided that, with regard to sweaters having
more than nine stitches per two linear centimeters
horizontally, it includes only those with a knit-on rib at
the bottom.

7 Asociacion Colombiana de Exportadores_de Flores v. United States

(ASOCOLFIORES I), 12 CIT __, 693 F. Supp. 1165, 1169 & n.5 (1988); 3.5"
Microdisks and Media Therefor from Japan (Microdisks), Inv. No. 731-TA-
389 (Final), USITC Pub. 2170 (Mar. 1989) at 6.

4



facilities and employees, (7) production process, and (8) price.® No
single factor is dispositive, and the Commission may consider other
factors. The Commission has not drawn distinctions based on minor
physical differences,’ and instead has looked for clear dividing lines
between articles before considering them to be separate like products.!®

B." Manmade-fiber sweaters v, natural-fiber sweaters. In the

preliminary investigations, the Commission adopted a like product
definition broader than Commerce’s scope determination. The Commission
found the like product to consist of sweaters of all fiﬁers, including
manmade fibers and natural fibers, The Commission noted that it was a
"close question"'and stated that --

in the event of any final investigations, we will revisit

the question of whether to draw a like product distinction
according to fiber.!!

8 Benzyl Paraben from Japan, Inv. No. 731-TA~462 (Preliminary),

USITC Pub. 2303 (Aug. 1990) at 4; Certain All-Terrain Vehicles from
Japan (ATVs), Inv. No. 731-TA-388 (Final), USITC Pub. 2163 (Mar. 1989)
at 4; see Citizen Watch Co,, Ltd, v, United States, 14 CIT ___, 733 F.
Supp. 383, 389 (1990) (Court found Commission’s like product factors to
be "reasonable and justifiable.").

® 5. Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979).
10 Tndustrial Nitrocellulose From Brazil, Japan, the People’s
Republic of China, the Republic of Korea, the United Kingdom, and West
Germany, Invs. Nos. 731-TA-439-444 (Final), USITC Pub. 2295 (June 1990)
at 4,

11 sweaters Wholly or in Chief Weight of Manmade Fibers from Hong

Kong, the Republic of Korea, and Taiwan, Invs, Nos. 731-TA-448-450
(Preliminary), USITC Pub. 2234 (Nov. 1989) at 6, 11. In final
investigations, the Commission is not bound by the like product
definition made in preliminary investigations. See Citizen Watch, 733
F. Supp. at 388, citing National Pork Producers Council v. United
States, 11 CIT 398, 661 F. Supp. 633 (1987); see also Citrosuco
Paulista, S.A. v, United States, 12 CIT ___, 704 F. Supp. 1075, 1087-88
(1988).

5



In these final investigations, petitioner argued that the like

2 Ppetitioner

product should be limited to manmade-fiber sweaters.!
advanced several new arguments and offered new information concerning
the analysis of such factors as end uses and channels of distribution,
All respondents who addressed the issue argue that the Commission should
reach the same like product finding as in the preliminary
investigations.

A significant amount of new information reievant to the like
product question has been gathered in these final investigations., Among
other data, the new information concerns consumer substitutability of
sweaters of different fibers, the degree of specialization by firms in
production of sweaters of one fiber or another, and the significance of
multi-fiber blended sweaters. )

In the light of the new information and arguments, we have also
more closely examined the information and arguments already on the
record from the preliminaryAinvestigations. We have rendered our
determinations in these final investigations following an investigation

? The opportunity afforded in final

period of over four months.!
investigations for more thorough consideration of issues is especially
important for issues that are as hotly contested and as factually

intensive as the issue of the appropriate like product in these

12 prehearing brief of National Knitwear and Sportswear

Association (NKSA) at 13-40,

13 The statutory standard for antidumping investigations reflects
the fundamental difference between preliminary and final investigations.
In preliminary investigations the Commission determines whether there is
a "reasonable indication" of material injury or threat thereof, as
opposed to actual material injury or threat in final investigations.
Compare 19 U.S.C. § 1673b(a) with 19 U.S.C. § 1673d(b).

6



investigations. Moreover, as nofed above, in the preliminary
investigations we explicitly indicafed our intention to revisit the
question of fiber distinctions for purposes of like product.

As explained below, we find that the product "like" the subject
manmade-fiber sweaters is sweaters made by U.S. producers that are
wholly or in chief weight of manmade fibers.

1, thsiggl characteristics. A sweater is a well known
type of knit (or crocheted) outerwear that can be made in any desired
size, color, pattern, or level of fashion, regardless of fiber.

However, differences in the characteristics of natural-fiber yarn and
manmade-fiber yarn mean that manmade-fiber sweaters are more durable and
can more easily bé washed than natural-fiber sweateré. Cot;on, wool,
and acrylic sweaters may also differ in warmth; breatheability, moisture
absorption, and feel.* Although‘we noted some of these differences in

5> we now view them as meriting weight in

the preliminary investigations,1
comparison to the general similarities among all sweaters, in light of
the fact that these differences resulf in distinctions between manmade-
fiber and natural-fiber sweaters in manufacturing processes, end uses,

and interchangeability at the consumer level, as is discussed further

below.

2. Manufacturing process, employees, and equipment, and

.

producer perceptions. As in the preliminary determinations,!® we find

14 There is apparently little or no U.S. production of sweaters of

the natural fibers of ramie, silk, or flax. Staff Report to the
Commission (Report) at A-9. Therefore, we discuss only cotton and wool.
15 USITC Pub. 2234 at 6.

16 USITC Pub. 2234 at 6-8.



that when examined in terms of production processes, equipment, and
employees, natural-fiber and manmade-~fiber sweaters generally show both
broad similarities and significant specific differences. However, in
these final investigations, industry witnesses provided further details
on differences between manmade-fiber and natural-fiber sweaters in
produetion processes and costs. Moreover, in these final
investigations, producer questionnaire responses, which are
significantly more numerous than in the preliminary investigations,
indicate that many producers specialize in production of sweaters of one
type of fiber or the other.

The general process for making sweaters of any fiber is the same:
designing the sweater, transmitting the design to a knitting machine,
knitting the fabric, cutting it into shapes, sewing the shapes together,

7

and pressing the finished sweater.!’” The major piece of equipment, the

knitting machine, is the same for sweaters of all fibers.!®

However,
for those U.S. firms that manufacture both types of sweaters, it appears
that shifting knitting machines from one fiber to another is not done on

a day-to-day basis, but rather, requires some downtime and is more

likely to be done seasonally,!?

17 Report at A-7.
8 In these final investigations, several firms reported
production of small amounts of gther items, primarily other types of
cut-and-sew knitwear, on the same machinery used to knit sweaters.
Report at A-29. This additional fact lessens somewhat the significance
of the common knitting process and machines for manmade-fiber and
natural-fiber sweaters.

19 Report at A-9; Affidavit of Ivan Gordon, Prehearing brief of
NKSA at Ex. E.



As for production workers, all firms reporting production of both
manmade-fiber and natural-fiber sweaters indicated that they used the
same production and related workers to make both types of sweaters,?° .
For producers that make both types of sweaters, production is done at
the same facilities.

Nevertheless, differences in production equipment and process are
noteworthy. Two U.S. producer representatives who submitted affidavits
were strongly of the view that cottoﬁ and acrylic swéaters were not the
same product beéause of the added difficulties in making cotton

sweaters,?!

The main equipment difference results from the fact that
cotton panels must be washed to control shrinkage. This means that a
producer must either invest in washing machines and dryers or contract
out for this service.?? Additional capital expenses associated with
washing include higher electrical capacity, a high pressure boiler,
reinforced floors, and a sewer connection.??

Apart from these fixed costs, the production of natural-fiber

sweaters entails greater marginal difficulty and expense because of the

20 Report at A-40.
21 Affidavits of Edward McLaughlin and Ivan Gordon, Prehearing
brief of NKSA at Exs. D & E.

22 An industry representative stated that washers cost
approximately $20,000 and that dryers cost from $6,000 to $7,000 each.
Affidavit of Ivan Gordon, Prehearing brief of NKSA at Ex. E.

23 One producer stated that in order to obtain a permit to dispose
of his washing effluents in the sewers, he was forced to acquire a waste
water pretreatment system costing $300,000. Affidavit of Ivan Gordon,
Prehearing brief of NKSA at Ex. E. As noted in the preliminary
investigations, at least some firms also wash their acrylic yarn.

Report at A-10, n.28. ’



4 Cotton yarn is more variable

unique properties of natural-fiber yarn.?
in price (both over time and between different colors), is more
cumbersome to dye (taking up to 2.5 times as long to dye as acrylic
fiber), is of less consistent quality, must be tested for moisture
content, and cannot be mixed across different lots.?® When
manufacturing cotton sweaters, machines must be run at slower speeds,
‘needles break more frequently and, unlike acrylic sweaters, knitting
mistakes cannot be corrected by steaming, resulting in more "seconds."2$
One producer witness stated that, depending on the color of the yarn,
production and yarn costs for cotton sweater production exceeded those
associated with acrylic sweater production by 50 percent or more.?’
Differences in production costs of this mégnitude appear significant;
In these final investigations, information on whether- firms

specialize in different fibers is mixed. Just over half of U.S.

producers that responded to the Commission’s questionnaire reported

24 gsee generally, affidavits of Edward McLaughlin and Ivan Gordon,
prehearing brief of NKSA at Exs. D & E.

25 Report at A-9--A-10.
26 Report at A-10.

¥7 Transcript of the Final Conference (Tr.) at 142. This
estimated difference would appear roughly consistent with what another
witness stated: that the least expensive children’s acrylic sweater
could be made for $6.50 to $7.00, whereas the cheapest cotton sweater
could be made for $11.00. Tr. at 62. With regard to relative yarn
costs, one producer stated that, in general, the cost of yarn accounted
for one-third of the cost of manufacturing an acrylic sweater, but was
one-half the cost of making a natural-fiber sweater. Tr. at 143.
Although questionnaire responses showed unit labor costs to be higher
for manmade-fiber than for natural-fiber sweaters, Report at A-38, Table
9, labor costs are just one component of production costs, and the
figure could reflect a difference in product mix.
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production of both manmade-fiber and natural-fiber sweaters.?® Of the
questionnaire respondents who were contractors,?’ just under half made
both types, one-third specialized in manmade fibers exclusively, and the

0 Contractors were

remainder produced only natural-fiber sweaters.?
somewhat more likely to specialize in manmade fibers than were larger
manufacturer/sellers. Thus, there is some evidence to support
petitioner’s claim that production and equipment différences between
natural- and manmade-fiber sweaters may have limited at least to some
degree the ability of producers, and contractors in particular, to make
both n;tural-fiber and manmade-fiber sweaters.

To summarize, production equipment and the production process show
a large degree of overlap between sweaters of different fibers, but also
reveal some significant differences, reflgcfed-in the fact that many
producers make only natural-fiber or manmade-fiber sweaters; for those
producers that do make both types of'sweaters; prodﬁctibn employees and
facilities are the same for sweaters of all fibers; and producer
perceptions are that sweaters of manmade- and natural-fibers are not the

same., Although the information is mixed, we conclude on balance that

. the production differences, in relation to overall similarities, are

28 Report at A-19, A-20, A-26, Table 4, n.2. This figure excludes
shipments data reported by firms that were exclusively jobbers, because
jobbers do not produce sweaters.

¥ Contractors are generally smaller firms that produce sweaters
but do not procure the yarn or subsequently market the sweaters they
make. The different types of players in the sweater "industry" are
discussed infra in section II.A.

30 See generally, producers’ questionnaires.
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substantial and therefore support a like product limited to manmade-
fiber sweaters.

3. Channels of distribution. Sweaters of all fibers are
distributed in generally the same way: discount stores, department
stores, and chain stores generally buy both natural and manmade-fiber
sweaters, and display them together.3! Petitioner argues that focusing
on broad channels of distribution in this case is not helpful because
many other types of apparel go through the same general channels,?®?
Thus, according to petitioner, similarities iﬁ broad distribution
channels could justify including other garments in the like product, and
therefore those similarities "prove too much." In our view, the fact
that other apparel items share’the same basic distribution channels with

sweaters lessens somewhat'the significance of these distribution channel

similarities between manmade-fiber and natural-fiber sweaters.??

4, End uses, customer perceptions, interchangeability.
In the preliminary investigations, the Commission noted that sweaters of

all fibers have "the same general uses."3* Petitioner argues that the

31 Report at A-23.

32 prehearing brief of NKSA at 29.
33 We also note that a survey cited by petitioner indicates that a
higher percentage of manmade-fiber sweaters than natural-fiber sweaters
goes to "discount" stores or "chain" stores, and that, with regard to
"department"” stores, the situation is reversed. Prehearing brief of
NKSA at 30. Although we hesitate to place primary weight on
petitioner’s cited survey without more details, its results would appear
consistent with the fact that natural-fiber sweaters are, to some
degree, more expensive, higher-prestige items than manmade-fiber
sweaters. See also, Tr. at 105 (mail-order houses such as Land’s End
and L.L. Bean deal primarily in cotton and wool sweaters.).

3% YSITC Pub. 2234 at 6.
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same flaw concerning channels of distribution is present regarding broad
end uses: because nearly all apparel items are worn for the same
general purposes of fashion and warmth, this féctor would support
inclusion of those items as well.?® As with channels of distribution,
we believe that the fact that other garments have the same basic end
uses does not mean that similarities in basic end use between sweaters
of manmade and natural fibers are therefore irrelevant, but does lessen
somewhat the overall significance of the basic_similarities.

A specific end use difference noted by petitioner is that the vast
majority of children’s sweaters are of mahmade fiber, becaﬁse of its
durability and washability.’® More generally, even outside of the
children’s sweaters market segment, the fact that acrylic sweaters are
machine washable, although not specifically a different "purpose" to
which acrylic sweaters are put, is nevertheless a difference in how
acrylic sweaters are "used" that is importani to many consumers,

Another specific end use difference concerns wafmth: where fhe most
warmth is required, wool sweaters are more likely to be worn; where
greatest coolness and breatheabiiity is needed, light cotton sweaters
are more likely to be worn.

In addition to differences in end use, there are differences based
on fiber that are more a matter of customer preference than of end use.

For example, customers may value cotton for the way it feels against the

33 Prehearing brief of NKSA at 23-4, n.9.
3  Prehearing brief of NKSA at 25; tr. at 34-5, 53-4, 61, 149,
176. One retailer witness argued that use of cotton for children’s
sweaters has increased recently. Tr. at 175-6. Children’s sweaters are

only a small segment of the sweater market. See Report at A-34, Table
7. '
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skin, or may prefer natural fibers generally for prestige or for their
natural origin. Of course, other factors may be important to consumers
in purchasing a sweater, such as color, style, pattern, and price. In
these final investigations, we have viewed the question of
interchangeability in the broader sense, encompassing both end uses as
well as preferences. This is because sweater purchases are not made on
the basis of end use alone; preference-based distinctions contribute to
the fact that natural-fiber sweaters, as a group, do not substitute
fully with manmade-fiber sweaters (either imported or domestic), as
described below. .

In the preliminary investigations, the Commission’s assessment of
the issue of interchangeability was (necessarily) made without the
benefit of much information from retailers or any information from
purchasers. In the absence of more significant information on the-
issue, the Commission noted a statement from petitioner’s executive
director that sales of imported acrylic sweaters affect sales and prices
of natural-fiber sweaters.’’ The Commission was careful to note,
however, that "the precise extent of substitutability between manmade-
fiber and natural-fiber sweaters was not made clear in these preliminary

"3  The information concerning interchangeability and

investigations.
customer perceptions is much more substantial in these final
investigations.

The questionnaire responses and other testimony on the record

paint a fairly complex picture of the issue of substitutability across

3 USITC Pub. 2234 at 9.

s .Ld-
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fiber. This should not be surprising given the massive size and
diversity of the sweater-consuming public in the United States.

The questionnaire responses of importers and purchasers on the
question of substitutability between natural- and manmade-fiber sweaters
rangé across the spectrum from "highly substitutable," to only "somewhat
substitutable," to "not substitutable."?® Other record evidence bears
out the mixed picture on substitutability. At the Commission’s hearing,
several retailers opined that fashion, not fiber, was probably the most
important consumer purchase consideration, that cotton and acrylic
sweaters compete, but that there has been a noticeable shift toward

greater consumption of cotton sweaters.“®

It appears that more
fashionable sweaters are mofe likely to substitute across fiber.*
However, for at least some higher-end éonsumers, such as those buying
from certain mail-order houses, fiber appears important.*’ For
children’s sweaters, as noted above, fiber is important because of
washébility and durability. Finally, for many customers, fiber is
important because cotton and wdol sweaters cost more than acrylic
sweaters, as is discussed below.

From the questionnaire data and other information on record, it

appears that, overall, consumers will substitute sweaters of different

3% Report at A-10, A-64.

4 Tr. at 167, 174-5.

4 Report at A-64. See also Tr. at 245 (upper-end retailer stated

that fashion is most important factor to that retailer’s consumers).

4 Tr, at 105.
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fibers only to a limited degree,“’ although the precise extent varies
depending on the type of sweater and type of consumer. The information
on the record suggesting that for many consumers fiber is not the
primary purchase consideration does not mean that fiber may not also be
important to those consumers. In fact, the evidence on limited
substitutability suggests that fiber is a significant consideration to

many consumers.

We believe that the information gathered in these
final investigations on end uses, interchangeability, and customer
perceptions supports a finding that the like product should be limited

to sweaters of manmade fibers.

5. Price. Price differences between sweaters of manmade

fibers and sweaters of natural fibers are relevant for two reasons:
they may reflect differences in yarn costs and production process, and
may reduce the substitutability of sweaters of different fibers to

consumers. In the preliminary investigations, all parties agreed that

1

43 see INV-N-101 (Economic Memorandum) (Sept. 4, 1990) at 17
("natural fiber sweaters are not perfect substitutes for manmade fiber
sweaters").

4 One U.S. producer’s perspective was as follows: "The fiber is
the key element simply because the buyer of the sweater buys the sweater
by fiber. 1If a buyer of a large department store chain or catalogue
company comes in and says, ‘seventy percent of my money is going to be
spent on acrylic sweaters,’ you are going to have acrylic sweaters.
That’s the way the things are budgeted if they have predetermined the
market demand." Tr. at 138. A senior buyer for a large retail
corporation noted that "cotton sweaters have become a significant fabric
of choice." Tr. at 166. Finally, counsel for one respondent noted that
"there’'s been a fundamental change in the sweater market" and that
there has been a "shift of consumer preference to cotton, natural fiber
sweaters, and fleece." Tr. at 172.
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natural-fiber sweaters were generally.more expensive than manmade-fiber
sweaters, but disagreed over how-much more.

The information obtained in these final investigations confirms
the existence of a price difference, but it does not resolve the issue
of the size of the difference. The avéilable qﬁestionnaire price data
are mixed.“® Several pu}chasers pointed to price differences as a
factor lessening interchangeability between sweaters of different

fibers.¥

The retail price difference between a cotton sweater and a
similar acrylic sweater shown at the Commission’s hearing wés
approximately 20 percent.“®

6. Blends. In the preliminary investigations, the
Commission noted that sweaters made from yarns that were blends of both
manmade and natural fibers could blur the distinction between the two

9

types of sweaters.® However, there was little direct information on

45 See USITC Pub. 2234 at 8-9.

4% Report at A-67, Table 21 (Products 1 and 7); Report at A-69,
Table 24 (Products 1 & 7, 3 & 8).

47 Other information on the record indicates that buyers for
retail stores purchase according to fiber primarily because of
differences in “price points" among fibers, and that manmade fibers are
often included in fashion sweaters to keep down the final price. Tr. at
139, 175.

Petitioner also argues that import unit values illustrate the
price difference., Prehearing brief of NKSA at 33-34 and Ex. G.
However, this information appears to conflict with official data
reported in the staff report, which shows unit values for all sweaters
only somewhat higher than for manmade-fiber sweaters. See Report at A-
59, 60. In any event, price differences between imported sweaters are
of limited relevance because the like product inquiry focuses on U.S.
produced sweaters,

4 Tr, at 172.
4  USITC Pub. 2234 at 10-11, n.24.
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the production of blends. In these final investigations, the producers’
questionnaire asked producers to indicate the types of blended sweaters
they manufactured. Fewer than half of responding U.S. firms indicated
that they produced any blends; most firms that did report blends
iﬁdicated that blénds were a minor portion of their production.
Moreover, the dominant blends reported were small amounts of.manmade
fiber blended with wool, which is far less prevalent as a sweater
material than cotton.>°

The apparently small role playéd by sweaters of blehds of
different fibers increases the feasibility and appropriateness of

drawing a clear dividing line on the basis of fiber.%!

%0 Report at A-34. A producer witness confirmed the minor role of
blends. Tr. at 23, Although importers reported more blends than U.S.
producers, this information is less important than U.S. producers data,
because only the latter make the "like product." -

The absence of substantial amounts of blends, among other things,
distinguishes this investigation from Martial Arts Uniforms from Taiwan,
Inv. No. 731-TA-424 (Final), USITC Pub. 2216 (Aug. 1989) at A-3. 1In
that case the uniforms at issue were generally either 100 percent cotton
or blends of cotton and manmade-fiber fabric.

" 31 As in the preliminary investigations, we have given little
weight to the fact that manmade-fiber sweaters are in different
subheadings than cotton, wool, or other natural-fiber sweaters under the
Harmonized Tariff Schedules (HTS), in the Multifiber Arrangement (MFA),
and in the bilateral quota agreements with each of the three subject
countries., USITC Pub. 2234 at 9-10, n.21, citing Royal Business
Machines, Inc, v. United States. 507 F. Supp. 1007, 1014, n.18 (CIT
1980), aff’'d, 669 F.2d 692 (CCPA 1982). There is little direct evidence
on the record that separate quota limits and different tariff rates
substantially affect the purchasing plans of retailers and importers
with regard to natural- and manmade-fiber sweaters, see Prehearing brief
of NKSA at 36-38, and in any event, these quota and tariff differences
do not apply to domestic sweaters, which are the appropriate focus of
the like product inquiry.

A final additional consideration advanced by respondents were the
certifications of eligibility to apply for adjustment assistance issued
by the Department of Labor to workers in sweater plants. Respondents
ascribe significance to the fact that in discussing whether imported

(continued...)
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7. Summarg. We have gone into some detail on how
natural-fiber and manmade-fiber sweaters compare in terms of the
Commission’s like product factors because of the complexity of the issue
as well as the importance attached to it by the parties. If examined at
a general level, éeveral of the above like product factors show.
similarities between natural-fiber sweaters and manmade-fiber sweaters.
General physical apbearance, end use, channels of distribution, and
manufacturing process, are similar for all sweaters. Considered at a
more specific level, significant differences emerge. This is
particularly so with regard to manufacturing process and equipment,
interchangeability, end use, customer perceptions, and price. Also
significant is the relatively minor position of blends.

Based on the discussion above, we find the specific differences to
be more than "minor. differences."%2. Fiber differences~resuit in
differences in production process, equipment, and cost, such that
producers do not view the products as similar and often manufacture
- sweaters of only one type of fiber. vThe differences in physical
characteristics have also meant that substitutability by consumers is

limited to a significant degree for various reasons relating to end uses

51(, . .continued)

sweaters have adversely affected the sweater plants, the certificates do
not distinguish according to fiber. Tr. at 264. As with quota and
tariff distinctions, we have not given the Labor determinations weight
in our like product analysis, at least in the absence of information on
the reasons why the certifications did not draw fiber distinctions.

52 5, Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).
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and other preferences.®® Therefore, on the basis of the discussion
above, we find that the domestic product "like" the subject imports is
sweaters wholly or in chief weight of manmade fibers.%*

Cc. Other like product findings from the preliminary
investigations. In the preliminary investigations, the Commission found
that infants’ sweaters were within the like product. The Commission
noted that despite a few distinctions between infants’ sweaters and
other sweaters, sweaters for infants were for the most part like other

sweaters, only smaller, and that the Commission has not generally drawn

33 Finally, we do not believe that the importance of other

attributes that a consumer looks for in purchasing a sweater -- such as
size, color, style, and level of fashion -- precludes a like product
finding based on fiber. See Prehearing Brief of American Association of
Exporters and Importers Sweater Group (AAEI) at 4-6. Apart from certain
hand-knit or other specialty sweaters that are not made in significant
quantities in the United States, there is little information in the
record to suggest that the manufacturing process and firms differ when
the above-listed attributes are varied, whereas the production process
and firms do differ at least in part when fiber is changed. Moreover,
for each attribute such as size, color, and level of fashion, there are
sweaters of all conceivable gradations such that it would be impossible
to find a "clear dividing line" on the basis of any of those attributes.
By contrast, the relative insignificance of blends of different fibers
make it possible to draw a dividing line according to fiber.

54 We have also determined on balance that the like product does
not include sweaters that are in chief weight of manmade fibers but that
have 23 percent or more by weight of wool, i,e,, sweaters with between
23 and 50 percent wool content. The 23 percent figure corresponds to
the treatment of wool sweaters for MFA quota purposes. Report at A-11.

No party advanced any arguments regarding 23-percent wool sweaters
in these final investigations. The information on the record does not
suggest that sweaters with this precise mixture of wool and manmade
fibers are anything more than a minimal percentage of all sweaters that
are wholly or in chief weight of manmade fibers. Although there is
little record information concerning these precise blends in terms of
production process and employees, customer perceptions, and
interchangeability, it does appear that small amounts of wool may make a

sweater appear to be a wool sweater and may significantly increase the
cost of a sweater,
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distinctions based on product size alone.*® No party challenges this
finding, and no information adduced in these final investigations would
‘call this findiné into question. Therefore, we again find that sweaters
for infants are within the like product.

A second unchallenged Commission like product finding from the
preliminary investigations was that the like product encompassed
sweaters that are more finely-knit than most sweaters, having more than
nine stitches per two horizontal centimeters, pfovided that such
garments contain a knit-on rib at the bottom. The Commission found that
the appearance of these "fine knit" swe#ters is closer to sweaters than
to shirts, and the same manufacturers made these garments as other
sweaters, and on substantially the same type of equipment and by the
same workers. As wifh infants’ sweaters, no new information has been
developed that casts déubt on this finding from the preiiminary

investigations,%

We therefore find that such garments are within the
like product in these final investigations.’’

Finally, in the preliminary investigations, the Commission
rejected the argument that sweaters sold as pgrt'of ensembles should be

treated separately for like product- purposes. The Commission noted that

the sweater portion of an ensemble is identical to sweaters sold

55 USITC Pub. 2234 at 11,
%6 See Memorandum of Staff Plant Tour, June 1, 1990, at 2 (fine-
knit sweaters manufactured on same machines as other sweaters).

57 The volume of these garments is believed to represent a minimal
percentage of total sweater production. See, e.g., Report at A-24,
n.64;

A-58.
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8 No party has

separately or sold in some other garment combination.’
taken issue with that finding, and no contrary evidence has been
developed. Therefore, we again conclude that separate like product
treatment for ensembles is inappropriate.

In conclusién, the Commission determines that the like product in
these final investigations is sweaters wholly or in chief weight of
manmade fibers, for persons of all ages, including "fine knit" sweaters
having a knit-on rib at the bottom and sweaters sold as part of

ensembles, but excluding sweaters having 23 percent or more by weight of

wool.

II. Domestic Industry

In accordance with section 771(4) (A) of the Tariff Act of 1930, as
amended,>® we determine that the appropri;te domestic{industgymcépsists~
of U.S. prdducers of the like product as defined above. Several other
domestic industry issues are discussed below.

A, Whether jobbers are part of the domestic industry. There
are threeAtypes of entities involved in the sweater-producing
"industry": (1) "manufacturer/selleré" who procure yarn, knit the
sweaters, and sell them to buyers, (2)'"jobbers" who procure yarn and
supply'it to (3) "contractors," who knit the sweaters on their own
machines and ship the finished sweaters back to the jobbers for sale‘to

0

buyers.®® Manufacturer/sellers tend to be much larger than contractors

58 USITC Pub. 2234 at 13.
59 19 U.S.C. § 1677(4) (A).
60  Report at A-20--A-21.
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and are completely integrated producers. Contractors are often small
operations and apparently numBef in the hundreds. There is no dispute
that manufacturer/sellers and contractors are "producers." An issue is
presented as to whether jobbers are producers.

Jobbers vary in the precise activities in which they éngagé. Most
~ jobbers design the sweatérs that the contractors are to make, often in
consultation with buyers.®! According to bétitioner. jqbbers may invest
in the machinery of coﬁtractors.62 Over half of the questioﬁnaire
respondents that reported jobbing also were manufacturers of #weaters."
These firms often contract out the production of additional orders when
their facilities are already operating at full capacity.

The Korean respondents argue thqt'the Commission should not
consider jobbers as bart»of the domestic industty_ih?th;éé“
investigations because . jobbers engagevin.little‘6f»n0raéti;ities-r“’
relating to production of sweaters.%® At the hearing, counselAfor
petitioner and petitioner’s executive director argued that the |
Commission should include jobbers. They argued that producers consider
them as paft of the industry, and that "if you put a jobber and

contractor together you have a manufacturer."®’

61 .I.do
82 Tr, at 67.

63 Report at A-21,

64 Posthearing brief of Korean respondents, Respohses to

Commission Questions at 2-4,
6 Tr. at 66-68, 82.
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'In‘deciding ﬁhetﬁer a firm qualifies as a domestic producer, the
Commission has examined the overall nature of a firm's production-
related actiVities, iﬁcluding the source and extent of its capital
investment, technical expertise in production activities, value added,
employment, quantity and type of domestically sourced parts, and other
costs and activities in the U.S. directly leading to production of the
like product.%S No éingle factof is dispgsitive, and the decision
vhether to include a producer iﬁ the domestic industry is made on a
case-by-case basis,®’ |

"Most of a jébber's ;ctivities.do not appear to be directly
production-related. Mérketing and salés efforts would not diétinguish a
jobber from anlimportér or distributor.68 Moreove;;;proqurement of yarn

for use by contractors involves purchase of an input, not production.®®

66 Cephalexin Capsules from anada, Inv. No. 731-TA-423

(Final), USITC Pub 2211 (Aug. 1989) at 10 11 I! USITC Pub. 2163 at.
12-13; Certs M : ¥ . apar
Inv. No. 731—TA—102 (Flnal), USITC Pub 1410 (Aug 1983) at 10- -11.

67 The typ1ca1 domestlc 1ndustry issue in which the above factors

are applled involves a U.S., firm that imports parts or other materials
and performs certain operations to create the finished like product.
Here, by contrast, sweaters produced by contractors and sold to jobbers
are not imported, but are domestically made. For this reason, at least
one of the above-listed factors -- quantity and type of "domestically
sourced" parts -- appears less relevant to the question of domestic
industry in this case. We believe that examination of productlon-
related activities is nevertheless the approprlate analysis in this
case.

68 See Radio Paging Devices, USITC Pub. 1410 at 11, n.34. As for

any investment by jobbers in a contractor’s machinery, we do not believe
that merely investing in another company makes one a domestic producer.
8 An analogous situation was presented in the brass sheet and
strip investigations. In that industry, certain large purchasers would
enter into toll arrangements with fabricators in which they would
purchase the raw metal and supply it to the fabricators, who would turn
(continued...)
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‘Thus, the only activity undertaken by jobbers that might qualify
as production-related is sweater design. It appears that the majority
of jobbers, but not all, engage in some design activity.’® The evidence
of record on jobbers’ design activities is not complete in terms of
employees, equipment, value added, or technical expertise involved.
Staff conversations with jobbers suggest, however, that the design
activity of jobbers is not insubstantial and has recently increased.

Although in certain circumstances a company’s domestic activities
that are production-related, but nét strictly classified as
"manufacturing," may be relevant to the question of whether to include
that company within the domestic industry,’! in the present case we have

found it significant that jobbers do not engage in any actual product

69(,..continued) 4
the metal into finished brass sheet and strip and-deliver it back to the
purchasers. The toll purchasers retained title to the raw product
throughout. In that case, no party claimed that the purchasers that
supplied the raw material under the toll arrangements were members of
the domestic industry producing brass sheet and strip. See Certain
Brass Sheet and Strip from France, Italy, Sweden, and West Germany,
Invs. Nos. 701-TA-270, 731-TA-313, 314, 316, 317 (Final), USITC Pub.

1951 (Feb. 1987), aff’'d Wieland Werke, AG v, United States, 13 CIT __,
718 F. Supp. 50 (CIT 1989), Granges Metallverken AB v, United States, 13
CIT __, 716 F. Supp. 17 (1989), and LMI - La Mettali Industriale,
S.p.A. v. United States, 13 CIT __, 712 F. Supp. 959 (1989).

% see, e,g., Tr. at 67 (jobbers design sweaters "in many cases");

but see Posthearing brief of Korean respondents at Ex. 12.
' For example, in addressing the domestic industry issue in
several prior investigations involving high-technology electrical
‘products having imported components or subassemblies, the Commission
considered, in addition to product assembly, such activities as research
and development, product design and engineering that was tied to
specific product manufacturing. Radio Paging Devices, USITC Pub. 1410
at 11, n.34; Certain Telephone Systems and Subassemblies Thereof from
Japan, Korea, and Taiwan, Invs., Nos. 731-TA-426-428 (Preliminary), USITC
Pub. 2156 (Feb. 1989) at 23, n.44; see also Cellular Mobile Telephones

and Subassemblies Thereof from Japan, Inv. No. 731-TA-207 (Final), USITC
Pub. 1786 (Dec. 1985) at 9, n.15.
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manufacturing. On balance we determine not to include jobbers in the
domestic industry.’?

B. Related parties. Section 771(4)(B) of the Tariff Act of
1930 provides that in "appropriate circumstances" the Commission may
exclude the data from domestic producers who import articles subject to
investigation or are related to exporters or importeré of the subject
articles.’® The purpose of excluding data of a related party from the
domestic industry is to avoid distortions in aggregate industry data
that would result from inclusion of data from a producer that was
shielded from, or being benefitted by, the unfairly-traded imports at

issue.”4

2 We also note that inclusion of jobbers in the domestic industry

would not have materially altered our analysis of the condition of the
U.S. industry or of the effects of imports on that industry. Jobbers
supplied questionnaire data on shipments and, to a lesser extent, .
prices. Trends in shipment data are the same whether or not jobbers’
data are included. Compare Report at A-33, Table 6, with Report at B-
63, Table E-2. Pricing data exhibit the same mixed trends and the. same
pattern of underselling/overselling whether the very limited pricing
data submitted by jobbers are included or excluded.

We also note that inclusion of shipments data from jobbers
together with shipments data from contractors could result in the same
sweater shipments being counted twice in some cases. See Report at A-
31, n.90.

3 19 U.S.C. § 1677(4)(B).
7 Empire Plow Co, Inc, v, United States, 11 CIT 847, 675 F. Supp.

1348, 1353-4 (CIT 1987); Electrolytic Manganese Dioxide from Greece and
Japan (EMD), Invs. Nos. 731-TA-406 and 408 (Final), USITC Pub. 2177

(April 1989) at 8; Rock Salt from Canada, Inv. No. 731-TA-239 (Final),
USITC Pub. 1798 (Jan. 1986) at 10. In several prior cases, the

Commission has examined several factors in determining whether
"appropriate circumstances" exist such that exclusion is appropriate:
* the percentage of domestic production accounted for by the
related producer;
* whether the related producer imports in order to benefit from
the unfair act, or the foreign producer directs exports to the United
States so as not to compete with its related U.S. producer;

(continued...)
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In these final investigations, no party has argued that any
domestic producer should be excluded from the domestic industry by
virtue of its status as a related party. Questionnairé data reveal that
‘two U.S. producers imported subject sweaters accounting for a
substantial perceﬁtage of their total sales, and a third firm reported
imports but did not specify the percentage of net sales accounted for by
imports.”’® However, there is no evidence that any of the producers have

¢ Moreover, none of the producers account for a

benefited from dumping.
significant share of the U.S. sweater-producing industry. Thus we
determine that "appropriate circumstances" do not exist to exclude any

of these producers from the domestic industry as related parties.

III. Condition of the industry’’

...continued) ‘

* whether inclusion (or exclusion) of the related producer's data
would skew the data for the industry; and

* whether the primary interest of the related producer is
domestic production or importation.
ATVs, USITC Pub. 2163 at 17-18; Rock Salt, USITC Pub. 1798 at 11.

74(

7> Report at A-22,
76  For example, the performance trends of these three companies do
not diverge substantially from trends seen for other companies in the
industry.

77 The Korean and Taiwanese respondents argue that the petitioner
interfered with the questionnaire process through contacts with members
of the domestic industry. Posthearing brief of Taiwan Man-Made Fiber
Sweater Producers and Exporters (Taiwanese respondents) at 10;
posthearing brief of Korean respondents at 2-3; supplemental letters
filed on August 20 and 21, 1990. Although the Commission is concerned
with ensuring the objectivity of its investigations, we do not believe
that this is a case in which that objectivity has been compromised. The
only contact on record that petitioner made with any producer was
apparently with one of petitioner’s own members, aimed primarily at
exhorting that member to respond to the questionnaire and not at
predetermining the type of response.
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As a threshold matter, we note that through voluntary responses
and the use of the Commission’s subpoena power, the Commission has
received significantly more questicnnaire responses than in the
preliminary investigations.’® 1In light of this, and the absence of
expressions of opposition to the petition by domestic producers,’® we
have decided not to draw an inference that the lack of more complete
questionnaire data is evidence that the domestic industry is not
materially’injured.8° Rather, although the level of response by U.S.
producers was not ideal, we have used this data and data from secondary
sources in examining the question of material injury.

Based on official import figures and figures compiléd by the
Census Bureau, apparent U.S. consumption of manmade-fiber sweaters
decreased in quantity terms from 17.1 million dozen in 1987 to 14.4
million dozen in 1988, then increased to 15.0 million dozen in 1989, for

an overall decrease of 12 percent from 1987 to 1989.%!

8 E.g., compare Report at A-24, with USITC Pub. 2234 at A-15. Of
the types of information requested in the questionnaires, production and
shipments data provided by domestic firms show the highest industry
coverage; data for other indicators of industry condition show lower
levels of coverage, but are nevertheless well above levels in the
preliminary investigations. Report at A-24; A-26, Table 4; B-63, Table
E-2; A-38, Table 9; A-41. We also note that the Commission sent
questionnaires to only a sample of domestic producers. Report at A-20.
Therefore, one hundred percent industry coverage would not be expected
in any event.

79 Report at A-20.
80 See Alberta Pork Producers’ Marketing Board v, United States,
669 F. Supp. 445, 459 (CIT 1987), quoting, International Union (UAW) v,
N.L.R.B,, 459 F.2d 1329, 1336 (D.C. Cir. 1972).

81 Report at A-18, Table 3. Unlike data for all sweaters, Census
figures for manmade-fiber sweaters cover quantity, but not value.
Following the Commission’s vote in these investigations and prior to the

: (continued...)
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Because questionnaire data from U.S. producers is far les;
thorough than data compiled by the Census Bureau, we have based our
analysis of U.S. production trends on the Census data. According to
th&se data, U.S. production of manmade-fiber sweaters fell from 5.6
million dozen in 1987 to 4.4 million dozens in 1988, a drop of over 20
percent in one year. In 1989, production fell further to 3.8 million
dozens, for an overall decline of over 30 percent from 1987 to 1989.3%2

Production data from questionnaires show a much less severe
decline than do'the Census figures. Data reported in the Commission’s
questionnaires show production of manmade-fiber sweaters actually rising
from 1987 to 1988, then falling in 1989, for an overall decline'of only

4 percent.® Because we believe the Census figures, which that agency

81(...contlnued)

issuance of its determinations, the Comm1581on recelved revised final
figures on U.S. production of manmade-fiber sweaters and all sweaters
from the Census Bureau. The revision does not materially affect our
determinations. In no year were the figures altered by even 10 percent.
The trends in production of manmade-fiber sweaters, apparent
consumption, and market share held by subject imports, were not
materially altered by the revision.

82 Report at A-27. Several respondents argue that the Commission
should not compare January-March ("interim") data for 1989 and 1990
because the productive activity of the industry has become increasingly
concentrated in the latter part of the year, and because far fewer
questionnaire responses contain quarterly data than full-year data.
Prehearing brief of Crystal Knitters, Ltd., Comitex Knitters, Ltd., and
the Hong Kong Woolen and Synthetic Knitting Manufacturers’ Association
(Hong Kong respondents) at 27-29; prehearing brief of Korean respondents
- at 25-26; prehearing brief of Taiwanese respondents at 21. Although we
do not believe these factors, if true, completely eliminate the
usefulness of these data, our discussion of the condition of the
industry is generally limited to full-year data. Trends in the interim
1989 to 1990 data are sharply and uniformly downward; therefore,
consideration of the interim periods would add support to our finding
that the domestic industry is materially injured.

83 Report at A-26, Table 4.
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compiles annually, to be more reliable, the Commission’s questionnaire
responses appear to have been from firms whose aggregate production
trends were more positive than the trends for the industry as a whole.®
This suggests that the questionnaire responses might also show better
performance than fhe industry as a whole with regard to other indicators
as well, such as shipments, employment, and financial performance.
Capacity to produce manmade-fiber sweaters as reported in
Commission questionnaires increased from 1987 to 1989 by 4 percent.®
Capacity utilization feli steadily from 63.8 percent in 1987 to 57.5

percent in 1989,8¢

84 This divergence would seem to lend support to petitioner’'s

argument that the data collected by the Commission in its questionnaires
are upwardly biased because the data include only the "survivors" of the
industry and do not capture data of firms that have ceased operations.
during the period of investigations. Prehearing brief of NKSA at 48.
Indeed, if firms leave the industry, surviving firms should be able to
improve their market position by filling the void left by the exiting
firms. Petitioner (among others) submitted a list of names of firms
that had allegedly gone out of business during the period of
investigation.. The Commission was able to verify only a- few closings
(and indeed, received information on several plant openings). A
significant number of the firms cited by petitioner had their phone
service disconnected, which suggests that at least some of those firms
had ceased operations. See Report at A-29--A-30. Moreover, given the.
sharp drop in production, one would expect to see plant closings.

However, it is not necessary for us affirmatively to find that
numerous firms have recently shut down in order to conclude that the
questionnaire data likely reveal overly favorable trends for the U.S.
industry. It is sufficient for us to note the substantial divergence in
production trends between Census figures and the questionnaire
responses.

8 Report at A-26, Table 4. Because of the method of estimation,
reported capacity to produce manmade-fiber sweaters is likely
overstated, resulting in capacity utilization being understated.
However, we believe that trends should not suffer from the same
distortion. Report at A-27.

8 Report at A-26, Table 4,

30



Questionnaire data on shipments show an_dQé:éll decline in
quantity of 7 percent, from 2.03 million doZens in 1987 to 1.88 million
dozens in 1989.% In value terms, shipments increased from $201 million
in 1987, to $206 miliion in 1988, but decréaséd in 1989 to $197 million,
a level 2 percent below 1987 1eveis.°°A Producers’ end-of-period
inventories increased absélutely by 35 pércent from 1987 through 1989.%°
Inventories as a percentage of shipments rose from 1987 to 1989.‘from
9.2 percent to 13.1 percent.®® ;

Most employment indicators weré steady or exhibited slightly
rising trends.%! The.number of producﬁion and related-workers increased
steadily by'7 percent from 1987 through 1989.°2 Hours worked, wages,
and total compensation all increased from 1987 to 1988, but fell back in

1989 to near 1987 levels.,®

87 ‘Report at B-63, Table E-2.
. 8 1d. This excludes data from jobbers. As noted aBove, the
trends are the same if one includes jobbers’ shipments data.

8 Report at A-36, Table 8.

90 ;[_Q.

9 A number of firms that made both manmade-fiber and natural-
fiber sweaters were unable to report data separately for manmade-fiber
sweaters. Nevertheless, information provided for manmade-fiber sweaters
is sufficient to allow us to discern trends in the data.

We note that employment figures of the Bureau of Labor Statistics
on "Knit Outerwear Mills" show falling levels of employment. However,
these figures are of limited value because they also include firms
producing other products such as knit shirts and sweatshirts, as well as
natural-fiber sweaters. Report at A-39,.

%2 Report at A-38, Table 9.
93 .I.d-
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To a greater extent than with employment data, many producers who
made both manmade-fiber and natural-fiber sweaters were not able to
provide profitability data on their operations on manmade-fiber sweaters
only.?* However, we do not believe that the coverage of manmade-fiber
sweaters is so limited, nor the coverage of all sweaters so much better,
such that we should disregard the financial data on manmade-fiber
sweaters altogether and instead evaluate profitability on a "product

line" basis of all sweaters.®®

Significantly, though, we find that
profitability information supports a finding of material injury whether
financial data for producers of manmade-fiber sweaters or for.producers
of all sweaters are examined.®®

For manmade-fiber sweaters, net sales increased sharply from 1987

through 1989.%7 However, because cost of goods sold and selling,

% Firms reporting data on financial indicators for manmade-fiber

sweaters accounted for approximately 15 percent of total U.S. production
of manmade-fiber sweaters; for all sweaters, the coverage is higher,
approximately 35 percent. Report at A-41,

95 See 19 U.S.C. § 1677(4)(D): :

The effect of subsidized or dumped imports shall be assessed
in relation to the United States production of a like
product if available data permit the separate identification
of production in terms of such criteria as the production
process or the producer’s profits. If the domestic
production of the like product has no separate identity in
-terms of such criteria, then the effect of the subsidized or
dumped imports shall be assessed by the examination of the
production of the narrowest group or range of products,
which includes a like product, for which the necessary
information can be provided.
9 Again, it is likely that the financial data represents
information for "surviving" firms and does not capture data of firms
that have ceased operations during the period of investigation.

97 Report at A-45, Table 11. Part of this increase is likely due
to a change in product mix toward fancier (and thus more expensive)
sweaters. See Report at A-33, Table 6.
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general and administrative costs also showed a signifiéant rise,
operating income increased only slightly in absolute terms over the
period. Most telling, operating income as a share of net sales of
manmade-fiber sweaters was very low fhroughout the period: 0.8 pefcent
in 1987, 2.3 percent in 1988, and 1.5 percent in 1989.%

Financial data for producers of all sweaters exhibit a similar
steady upward trend in net sales, from $264 million in 1987 to $342
million in 1989.%" However, increased costs were such that operating
income declined absolutely by nearly 20 percent from 1987 to 1989.
Operating margins suffered during the period, sliding from 6.4 percent
of net sales in 1987 to 4.1 percent in 1989.1!°

For manmade-fiber sweaters, the value of productive facilities,
the level of capital expenditures, and research and development
expenditures all showed slight increases over the period of
investigation.!®

We find the domestic industry producing sweaters wholly or in

chief weight of manmade fibers to be materially injured. We base this

98  Report at A-45, Table 11.

% Report at A-42, Table 10. In light of the sharp drop in
production value seen in the Census’ Bureau’s figures, a rise in net
sales of this magnitude appears unrepresentative of the industry as a
whole. Although the Census Bureau does not publish production value
figures for manmade-fiber sweaters, it is likely that there is a similar
discrepancy between questionnaire net sales data and actual net sales
data for the manmade-fiber sweater industry as a whole, given the
similarity in trends in Census’ production quantity figures for -manmade-
fiber sweaters and all sweaters.

100 I1d. For both manmade-fiber sweaters and all sweaters, data
for interim 1990 exhibited substantial operating losses, in comparison
with positive operating margins in interim 1989. Id.

101 Report at A-46, Table 12, A-47,
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finding primarily on the precipitous drop in production over the period
of investigation, and the poor financial performance of tﬁe industry.
In addition, shipments have fallen, inventories of manmade-fiber
sweaters have increased, and capacity utilization has fallen.
We recognize that questionnaire responses indicate that a few

indicators -- productive capacity and employment -- were steady or

- displayed small increases over the period.!°? For the reasons described
above, however, we believe that the questionnaire data may be upwardly
biased and therefore may not be representative of the true state of the
domestic indust;y.w3 When this apparent positive bias is taken into
aécount, the fact that the questiénnaire responses nevertheless revealed
a precarious financial condition for the U.S. industry becomes even more

indicative of material injury.

102 At the Commission’s hearing, one industry representative

noted: "Many mills have already exited the business entirely. In fact,
it is one of the ironies of this process, that those of us who have
survived thus far, may get some short-term benefit, as there are fewer
domestic companies competing for the crumbs leftover after the United
States buyers buy most of their requirements overseas." Tr. at 30,

103  For example, it is difficult to reconcile a 7 percent increase
in the number of production and related workers based on questionnaire
responses from the Commission’s sample with a 31 percent decline in
production based on Census data, given that available information shows
no major declines in labor productivity. We note, however, that even
wvithout the possibility that the questionnaire responses were
unrepresentative, we would find material injury in light of the
production and profitability information on the record.
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IvV. Cumulation

Section 771(7)(C) (iv) of the Tariff Act of 1930, as amended by the
Trade and Tariff Act of 1984,!°% provides that --

the Commission shall cumulatively assess the volume and

effect of imports from two or more countries of like

products subject to investigation if such imports compete

with each other and with like products of the domestic

industry in the United States market.

In prior investigations, the Commission has cumulated the volume
and effects of imports from more than one country in cases in which the

imports satisfy the following criteria:

(1) they must compete with other imported products and
with the domestic like product!®;

(2) they must be marketed within a reasonably coincidental
period; and

104 19 U.S.C. § 1677(7)(C) (iv), as amended by section 612(a) (2) (A)
of the Trade and Tariff Act of 1984 (Public Law 98-573, 98 Stat. 3033).

105 The Commission has looked to several factors in deciding
whether there is competition among imports and between imports and the
like product. These are:

(1) the degree of fungibility of imports from different countries
and between imports and the domestic like product, including
consideration of specific customer requirements and other quality
related questions;

(2) the presence of sales or offers to sell in the same
geographical markets of imports from different countries and the
domestic like product;

(3) the existence of common or similar channels of distribution
for imports from different countries and the domestic like product;

(4) whether imports are simultaneously present in the market.

See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea,
and Taiwan Invs. Nos. 731-TA-278-280 (Final), USITC Pub. 1845 (May

1986), aff'd, Fundicao Tupy, S.A, v, United States, 12 CIT ___, 678 F.
Supp. 898, aff d, 859 F.2d 915 (Fed. Cir. 1988; Industrial

Nltrocellulose USITC Pub. 2295 at 12; Antifriction Bearings §Other Than
Tapered Roller Bearings) and Parts ereof from the Federal Republic of
Germany, France, Italy, Japan, Romania, Singapore, Sweden, Thailand, and
the United Kingdom, Invs. Nos. 303-TA-19 & 20, 731-TA-391-399 (Final),
‘'USITC Pub. 2185 (May 1989) at 62.
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(3) they must be subject to investigation.!%®
In the preliminary investigations, the Commission determined to
assess cumulatively the volume and price effects of imports of the three

7 The Commission noted that all

countries subject to investigation.l®
three countries were subjecf to investigation and that firms from all
three countries sold sweaters in the United States along with domestic
sweaters during the period of investigation (thus satisfying the
"reasonably coincident" requirement). The Commission found that
domestic and subject imported sweaters were sold nationwide through the
same channels of distribution, and that "there appears to be significant
competition between imports and domestic sweaters."!%

In these final investigations, petitioner asserts that the above-
cited requirements for cumulation are again satiéfied. No respondent
challenges- that finding directly. Nearly all reséondents argue in the
context of causation that imports from the three countries have
advantages because of suberior quality or because- the imports contain

specialty features not found on U.S.-made sweaters. Apparently,

however, no respondent believes that these differences are substantial

enough to warrant a finding that the subject imports from any of the

countries do not compete with domestic sweaters. Nor do we believe that
there is significant evidence adduced in these final investigations that

would call into question the Commission’s earlier conclusion that there

106 Antifriction Bearings, USITC Pub. 2185 at 61.

. 197 USITC Pub. 2234 at 16.
108 14.
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is competition between the subject imports from each of the three
countries and domestically produced sweaters.%

The Hong Kong respondents argue that imports from that country
satisfy the "negligible imports" exception and thus should not be
cumulated with other imports.!!® Section 1330(b) of the Omnibus Trade
and Competitiveness Act of 1988 added a provision to title VII that
provides that the Commission may choose not to cumulate imports from a
particular country if imports from that country aré "negligible and have
no discernible adverse impact on the domestic industry,"'!

We do not believe that imports from Hong Kong would qualify under
any definition of "negligible." Manmade fiber sweater imports from Hong
Kong totalled over 3 million dozen from 1987 through 1989, and were
valued at over a quafter of a billion dollars.!'? In each of the years
1987 through 1989, subject imports f;qm Hong Kongﬂeccounted for over 6
percent of the quantity of apparent U.S. c§nsumption of manmade-fiber

sweaters,!??

109 gsee Report at A-7, A-23 INV-N—101 at 13; see also, Certain
bass Korea, Inv. No. 731~
TA-427 (Flnal), USITC Pub. 2254 (Jan. 1990) at 11 ("the degree of
fungibility is relevant to the cumulation inquiry, but a f1nd1ng of
absolute fungibility is not required.").

110 prehearing brief of Hong Kong respondents at 7-12.

11 gection 1330(b) of Public Law 100-418 (August 23, 1988), added
at 19 U.S.C. § 1677(7)(C) (V).

112 peport at A-59.
113 Report at A-62, Table 19.
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For the above reasons, we have determined to evaluate cumulatively
the effects on the domestic industry of imports from Hong Kong, Korea,

and Taiwan.

V. Material injury by reason of the subject imports
A. In general. In these final investigations, the Commission
determines whether a domestic industry is materially injured or

threatened with material injufy "by. reason of" the imports under

4

investigation.!'® The statute directs the Commission to consider the

volume of imports, their effect on prices for the like product, and

15

their impact on domestic producers.!? In doing so, the Commission is

to consider whether import volumes or increases in volume are
significant, whether there has been“significaﬁt'ﬁnderselling by imports,
whether imports Sighifipantly depréss“or_éu@presépprices for"the.like
product, and the impact of imports on such factors as domestic
production, sales, capacity utilization, inventories, employment, and

116

profits. The Commission may in its discretion examine additional

economic factors.!!

11419 y.s.C. § 1673d(b)(1). This contrasts with preliminary
investigations, in which the Commission determines whether there is a
"reasonable indication" of material injury or the threat thereof "by
reason of" the subject imports. 19 U.S.C. § 1673b(a).

11319 U.s.C. § 1677(7)(B) (i).

16 19 U.S.C. § 1677(7)(C).

1719 U.S.C. § 1677(7)(B) (ii).
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The Commission may consider alternative causes of injury, but it

8 The Commission should not seek to determine

is not to weigh causés.11
whether imports are the principal or a substantial cause of material
injury: "Any such requirement has the undesirable result of making
relief more diffiéult to obtain for industries facing difficulties from
a variety of sources; industries that are often the most vulnerable to

less-than-fair-value imports."!!?

Rather, the Commission is to
determine whether imports are a céuse of material injury.!?° Before
analyzing the facts of the present investigations in terms of the
statutory criteria, we briefly discuss an issue raised by several

parties concerning the significance of the Multifiber Arrangement to our

analysis.

18 citrosuco Paulista, S,A, v. United States, 12 CIT __, 704 F.

Supp. 1075, 1101 (1988); Alternative causes may include:
" the volume and prices of imports sold at fair value,

contraction in demand or changes in patterns of consumption,

trade, restrictive practices of and competition between the

foreign and domestic producers, developments in technology,

and the export performance and productivity of the domestic

industry.
S. Rep. No. 249, 96th Cong., 1lst Sess. 74 (1979). Similar language is
contained in the House Report. H.R. Rep. No. 317, 96th Cong., lst Sess.
47 (1979).

119 g, Rep. No. 249, 96th Cong., 1lst Sess. 74-75 (1979).

120 IMI - La Mettali Industriale, S.p.A., v, United States, 13 CIT

___» 712 F. Supp. 959, 971 (1989), citing, British Steel Corp. v, United
States, 8 CIT 86, 96, 593 F. Supp. 405, 413 (1984); Hercules, Inc. v,
United States, 11 CIT 710, 743, 673 F. Supp. 454, 481 (1987); See also,
Maine Potato Council v, United States, 9 CIT 293, 301, 613 F. Supp.
1237, 1244 (1985) (The Commission must reach an affirmative determination
if it finds that imports are more than a "de minimis" cause of injury.).
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B. The Multifiber Arrangement. The Multifiber Arrangement
(MFA)!?! is an international agreement whose goals include the
achievement of orderly development of trade in textiles and apparel and
the prevention of market disruption in importing countries. ' The United
States has entered into bilateral agreements under the MFA with each éf

the countries subject to these investigations.!??

Those agreements set
quotas on a number of textiles and apparel products, including sweaters
wholly or in chief weight of manmade fibers and sweaters of other
fibers.1!??

As noted in the preliminary investigations,!?* the Commission has
made numerous material injury determinations in investigations involving

5

products under MFA quotas and other quotas.!?® Nevertheless, several

121 Arrangement Regarding International Trade in Textiles, 25
U.S.T. 1001, T.I.A.S. No. 7840. The MFA first went into effect in 1974.
There have been three protocols-extending the life of the MFA, the most
recent of which extended the MFA from August 1, 1986 until July 31,
1991.

122 1 addition, Article 3 of the MFA provides that in the absence
of an agreement, an importing country may impose unilateral restrictions
on textile and apparel imports from individual countries under certain
circumstances.

123 The 1989 quota limits on man-made fiber sweaters from Taiwan,
Korea, and Hong Kong were 4.1 million, 3.8 million, and 1.3 million
dozens, respectively. The most recent agreements with Korea and Taiwan
have been concluded, but not yet formally signed. Report at A-14.

126 ySITC Pub. 2234 at 24, n.74.

125 See, e.g., Sewn Cloth Headwear from the Peoples’ Republic of
China, Inv. No. 731-TA-405 (Final), USITC Pub. 2183 (May 1989); Sugar

from the European Community, Inv., No. 104-TAA-7, USITC Pub. 1247 (May
1982) (article covered by a quota under the International Sugar
Agreement); see generally, lists of countervailing and antidumping duty
actions and outstanding orders concerning MFA articles in The Multifiber

Arrangement, 1980-1984, Inv. No. 332-189, USITC Pub. 1693 (May 1985) at
18-20.
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respondents argue that because one of the main goals of the MFA is the
elimination of "market disruption" or the risk thereof in importing
countries, the Commission should render a negative determination in

these investigations.!2

One respondent claims that the quotas prevent
import volumes from being "significant,"” as that term is used in the
'statuté.127 Another respondent asserts that the Commission must find a
higher degree of causation -- absolute causation -- in order to render
affirmative determinations in these investigations.!?8

We do not agree with these arguments. There is no basis in the
statute or case iaw for applying a higher "aBSOIute.causation" standard
for articles covered by quotas negotiated under the MFA. Moreover,
title VII imposes a duty on the Commission to reach its own
-:determinations on material injury, including an assessment of the
significance of import volume_qnd mafket share.

We have, hoﬁevé;, coﬁﬁidered the ﬁfA quotas as part of the
conditions of competition affecting trade in sweaters.!?® Although the
quotas place a ceiling on the level of subject imports, this has'not
prevented those imports from occupying a substantial and increasing
;hare of the U,S. markét for manmade-fiber sweaters, as discussed below.

Moreover, the bilateral agreements at issue do not control the prices at

126 prehearing brief of Hong Kong respondents at 35-37; prehearing

brief of AAEI at 55-57; prehearing brief of Sweaters Coalition at 25-
- 26; posthearing brief of Sweater Importers and Retailers Coalition
(Sweaters Coalition) at 2-4.

127 prehearing brief of Hong Kong respondents at 35. See
19 U.S.C. § 1677(7)(C)(i).

128 T, at 210.
129 see 19 U.S.C. § 1677(7)(C).
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which the subject articles are sold in the United States, and therefore
do not prevent the possibility of import price effects in the United
States.

C. Analysis o:'gausatigg. The quantity of imports of sweaters
wholly or in chief weight of manmade fibers fell from 8.43 million
dozens in 1987 to 7.51 million dozens in 1988; then rose to 7.93 million
dozens in 1989, for an overall decline of approximately 6 percent.!?
The value of subject imports was very high in all three years of the
period of investigation, although they decreased approximately 8 percent
over the period.!3!

However, markét penetration by imports reveal a substantial
increase during a period of declining U.S. consumption. Subject imports
increased market share from 49.2 percenﬁ of apparent éonsumption of
manmade-fiber sweaters in 1987, to 52.2 peréent in 1988,Athen rose
slightly to 52.7 percent in 1989.!%? Over the same period, market share
held by U.S. producers fell sharply from 32.4 percent in 1987, to 30.6
percent in 1988, and to 25.3 percent in 1989. We find an import volume
that accounts for one-half of the U.S. market to be significant.?® We

also find significant the subject imports’ increase in market share over

130 Report at A-59, Table 17. Commerce excluded two Hong Kong
firms and one Taiwanese firm from its final dumping determinations.
Report at A-3. We have not considered imports from those firms as
imports subject to investigation. See Certain Telephone Systems and

Subassemblies Thereof from Japan & Taiwan, Invs. Nos. 731-TA-426 & 428
(Final), USITC Pub. 2237 (Nov. 1989) at 31, n.82.

131 Report at A-59, Table 17. The exact figures for the. value of
subject imports are confidential.

132 Report at A-62, Table 19.
133 see 19 U.S.C. § 1677(7)(C)(i).
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the period of investigation, an increase tﬁat was accompanied by a

substantial decline in the market share held by the domestic industry.
In addition to volume and market share of imports, the statute

directs the Commission to consider the effects of imports on prices for

13 In these investigations, the Commission

the domestic likelproduct.
collected data from producers, importers, and purchasers on prices for
several basic sweaters. While many'domestic producers, iﬁporters, and
purchasers did not complete the pricing section of the questionnaires,
we have used the pricing data from questionnaires as the most reliable
available‘indicators of price. |

No discernible price treﬁds either for the like product or for
subject imports are present in the questionnaire data. For most of the
products, prices reported by U.S. producers, by importers, aﬁd by
purchasers fluctuate over the period.’135 Although the Commission
attempted to structure its questionnaire so that the sweaters compared
’woﬁld be as similar in attributés as possible, it may Be that the price
variations probably reflect differences in style, quality, or weight.%¢
Sevéral respondénts argue that increased unit values of shipments

of U.S.-produced sweaters are evidence of rising U.S. sweater prices.!?

We believe that any increase in unit values would reflect changes in

134 19 U.5.C. § 1677(7)(B)(i)(II), 19 U.5.C. § 1677(7)(C) (ii).
135 Report at A-67, Table 21; A-71, Table 26.
136 Report at A-67. |

137 E.g., Prehearing brief of Taiwanese respondents at 30-1;

prehearing brief of AAEI at 42-4,
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product mix, not higher prices for the same sweaters.!*®* There has been
a shift in demand toward sweaters of more intricate designs or
features,!?® which would be expectéd to cost more than sweaters of basic
designs.

We have examined the price information in the record to determine
whether it reveals significant underselling by subject imports in
comparison with prices for the domestic like product.'*® Price
comparisons differ depending on which data are compared. This is
because subject imported sweaters are by and large imported either by
wholesalers for subsequent resale'to retailers, or are imported directly
by retailers.!® 1In general, sales by (and purchases from)
importer/wholesalers reveal higher prices than do direct import
purchases by retailers. This difference is not surprising. Retailers
purchase in large volume and may therefore hold some degree of market

2

power in extracting a lower price.!*? Moreover, importer/ wholesaler

138  Moreover, any inflation during the period of investigation

would tend to reduce any "real” increase in unit values for shipments of
manmade-fiber sweaters.

139 7Tr, at 47, 65 (industry witnesses); posthearing brief of NKSA
at 8; prehearing brief of AAEI at 26-29; Prehearing brief of Sweater
Coalition at 12,

140 19 U.s.C. § 1677(7)(C)(ii)(II). Although we have found
jobbers not to qualify formally as domestic producers, the prices
jobbers have reported in questionnaires are arguably relevant for price
comparisons, because the prices they report are at the same level of
trade as reported import prices. In any event, the price comparisons
reveal a pattern of underselling whether or not the limited pricing data
of jobbers are included.

141 Report at A-22--A-23.

142 Memorandum INV-N-101 at 2; Report at A-23.
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sales to retailers incorporate mark-up by the wholesalers, sometﬁing
absent when retailérs import directly.

A comparison of retailers’ difect import purchase prices reported
in the importers questionnaires with the selling pricé reported by U.S.
producers for their sales of sweaters to retailers reveals that imports
undersold comparablé domestic sweaters in over 80 percent of the
comparisons, by margins of over 50 percent in some cases,!?

By contrast, questionnaire data comparing importer/wholesalers’
and U.S. producers’ sales priées to retailers show a preponderance of
overselling by the imported sweaters.!*® A fhird set of data on prices
© of subject imported sweaters, retailers"purchase prices reported in
purchasers’ questionnaires, show overselling in the majority of
comparisons with purchase price§ fo: U.S.-made sweat;érs.145 However,
purchasers’ questionnaire import data‘reflect a mixture of impo;ts
purchased directly from foreign producers as well as imports purchased

from importer/ wholesalers. Because of this mix, we have accorded less

143 Report at A-69, Table 24. In addition, one could compare the
above-cited data on direct import purchasés by retailers with prices
reported by purchasers for their purchases of U,S.-produced sweaters.
In such a comparison, the data again show underselling in a substantial
majority of comparisons. Compare Report at A-68, Table 22 (retailers’
direct import prices), with Report at A-71, Table 26 (purchase prices
for U.S.-produced sweaters). These two comparisons would be expected to
show a similar pattern because the prices for U.S. sweaters in the two
cases represent simply different sides (i.e., purchase vs. sale) of the
same type of transaction,

We also note that the number of comparisons using these data from
Tables 22 and 26 is substantial (over 100). Compare Report at A-71,
Table 27 (fewer than 80 comparisons for purchaser questlonnalre prices
of imports and U.S.-produced sweaters).

144 Report at A-69, Table 23.
143 Report at A-71, Table 27.
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weight to these comparisons as evidence of prices for sweaters iﬁported
directly by retailers. Rather, we believe that the data specifically
limited to direct retailer imports in the impofters' questionnaires are
a more reliable iqdicator of true prices for those imports.'*® As noted
above, the importers’ questionnaire data show underselling in comparison
both with selling prices of U.S. producers and with the retailer
purchase prices of U.S.-made sweaters. As further evidence of
underselling, a buyer for a retailer that accounted for a substantial
percentage of reported purchases of U.S.-éroduced manmade-fiber sweaters
confirmed the existence of a significant price advantage enjoyed by the
subject imp.orts.”7

| We find the evidence of underselling at the level of direct
purchases of subject imported sweatefs by retailers to be important in
the context of the manmade-fiber sweater market as a whoie.1“° Direct

retail import purchases accounted for the majority of all sweater

146 Moreover, we note that although Tables 22 (importers’

questionnaire data for direct retail imports) and Table 26 (purchaser
questionnaire data for purchases of subject imports) each contain data
from firms accounting for a significant percentage of total imports,
data from a larger number of firms are represented in Table 22.

Compare, importers questionnaires with purchasers questionnaires. The
broader sampling of firms in Table 22 means that even if most of the
import prices in Table 26 were for direct retail imports, the
significance of those prices in comparison with those in Table 22 may be
limited.

147 Report at A-74., See also, Report at A-73.

148 We have noted above that the price data collected in the

Commission’s queéstionnaires fluctuate over the period of investigation.
Nevertheless, we find that the price data is useful given the pattern of
underselling observed, despite the fluctuations. In other words, even
though the prices reported for U.S. and subject imported sweaters were
not steady, prices for the subject imports, when compared at the level
of direct retail imports, were lower than prices for U.S.-produced
sweaters,
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imports reported in questionnaire responses.!* A pattern of

underselling at this principal level of trade indicates that the subject
imports have adversely affected the sales and/or prices of U.S.

producers.!%°

This underselling is particularly noteworthy in that it
_was accompanied by a significant increase in the share of the market
held by the subject imports over the period of investigation. Moreover,
both of those facts are even more meaningful in light of the substantial
drop in U.S. production of manmade-fiber sweaters over the period and
the poor financial performance by the domestic industry.!®!

We note that the U.S. sweater industry is characterized by many

152

buyers and sellers. Some buyers such as Liz Claiborne, May Company,

K-Mart and Sears, however, are large and may possess some market

r.153

pove This consolidation of buying power allows these firms to gain

bargaining power over manmade fiber sweater suppliers, both domestic and

149 See generally, importers’ questionnaires.

130 We also note that some of the information concerning lost
revenues allegations would tend to corroborate a finding of adverse
price effects of subject imports. Report at A-75--A-78. We do not
place substantial weight on this information on lost revenues, however,
because the firms most often contacted by staff were jobbers, and not
the ultimate purchasers of the finished sweaters.

15119 U.S.C. § 1677(7)(B)(i)(III)(impact of imports on domestic
producers). Commissioner Lodwick also notes the assertions that the
effects of imports on the U.S. industry have been the loss of high
volume contracts and the depression of mill profits. Tr., at 28-29,
U.S5. producers also listed increased overhead costs, curtailed
investment expenditures, increased difficulty in obtaining financing,
loss of a customer base, difficulty in developing new accounts, shorter
and less profitable production runs, and employee layoffs as actual and
potential negative effects of imports of manmade-fiber sweaters from
Hong Kong, Korea and Taiwan. Report at B-74.

152 Memorandum INV-N-101 at 2.

13 E.g., Tr. at 149-150, 218-219, 230. See also Tr. at 55.
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imported.}¥ Large retailers with their own design departments are able
to effectively bargain with many suppliers for the best contract
fossible including gémponents of size of the order, delivery date and
price for the design désired.155 In addition, there is an added
incentive for knitters to win large volume o;ders that allows them to
achieve economies of sﬁale and reduce their per unit production

costs, 136

While there is some disagreement on how directly the imports
and domestic man-made fiber sweaters compete on design and price!®’, it
is estiméted that their substitutability is moderate.® The
availability of a significant volume of subject imports to large
retailers suggests a possibility of a price suppressing effect on
domestic suppliers.

Respondents offer a number of altgrnative explanations for

whatever difficulties the domestic industry may be experiencing.

Several of respondents’ arguments concern shifts in market conditions

15 E.g., Tr. at 26, 133-136.

155 E,g., Tr. at 163-164, 179. See also Tr. at 190 (Testimony
indicating existence of price/quality tradeoff. Retailers are willing
to pay a premium for better sweaters in order to maintain their sales
volumes; sweaters sold at lower margins because of price pressures in a

-declining mark