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PART 1
DETERMINATION AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-731 (Preliminary)
BICYCLES FROM CHINA

Determination

On the basis of the record' developed in the subject investigation, the Commission
determines, pursuant to section 733(a) of the Tariff Act of 1930 (19 U.S.C. § 1673b(a)), that there is
a reasonable indication that an industry in the United States is threatened with material injury by
reason of imports from China of bicycles,” provided for in subheadings 8712.00.15, 8712.00.25,
8712.00.35, 8712.00.44, and 8712.00.48 of the Harmonized Tariff Schedule of the United States,
that are alleged to be sold in the United States at less than fair value (LTFV).

Background

On April 5, 1995, a petition was filed with the Commission and the Department of
Commerce by Huffy Bicycle Co., Dayton, OH; Murray Ohio Manufacturing Co., Brentwood, TN;
and Roadmaster Corp., Olney, IL, alleging that an industry in the United States is materially injured
and threatened with material injury by reason of LTFV imports of bicycles from China.
Accordingly, effective April 5, 1995, the Commission instituted antidumping investigation No.
731-TA-731 (Preliminary).

Notice of the institution of the Commission’s investigation and of a 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, DC, and by publishing the notice in the Federal
Register of April 12, 1995 (60 F.R. 18611). The conference was held in Washington, DC, on April
26, 1995, and all persons who requested the opportunity were permitted to appear in person or by
counsel.

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

? Commissioner Carol T. Crawford determines that there is a reasonable indication that an industry in the
United States is materially injured by reason of imports from China of bicycles.
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VIEWS OF THE COMMISSION

Based on the record in this preliminary investigation, we find that there is a reasonable
indication that an industry in the United States is threatened with material injury by reason of imports
of bicycles from the People’s Republic of China ("China") that are allegedly sold in the United States
at less than fair value ("LTFV").” ¢

L THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard in preliminary antidumping duty investigations requires the Commission to
determine, based upon the information available at the time of the preliminary determination,
whether there is a reasonable indication that a domestic industry is materially injured or threatened
with material injury by reason of the allegedly LTFV imports.’ In applying this standard, the
Commission weighs the evidence before it and determines whether "(1) the record as a whole
contains clear and convincing evidence that there is no material injury or threat of material injury;
and (2) no likelihood exists that any contrary evidence will arise in a final investigation."

II. DOMESTIC LIKE PRODUCT AND DOMESTIC INDUSTRY

A. In General

In determining whether there is a reasonable indication that an industry in the United States
is materially injured or threatened with material injury by reason of the subject imports, the
Commission first defines the "domestic like product" and the "industry."” Section 771(4)(A) of the
Act defines the relevant industry as the "producers as a whole of a domestic like product, or those
producers whose collective output of the domestic like product constitutes a major proportion of the
total domestic production of that product.”® In turn, the Act defines "domestic like product" as: "[a]
product that is like, or in the absence of like, most similar in characteristics and uses with the article
subject to investigation."’

Our decision regarding the appropriate domestic like product(s) in an investigation is a
factual determination, and we apply the statutory standard of "like" or "most similar in

* Commissioner Crawford determines that there is a reasonable indication that an industry in the United
States is materially injured by reason of the allegedly LTFV imports. See her Concurring Views. She joins
Sections I-III of the Views of the Commission.

* This investigation is subject to the Uruguay Round Agreements Act ("URAA") amendments to the Tariff
Act of 1930 ("the Act"). P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, amending section 701 et seq.
of the Trade Act of 1930, 19 U.S.C. § 1671 et seq.

Whether there is a reasonable indication that the establishment of an industry in the United States is
materially retarded is not an issue in this investigation.

* 19 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994 (Fed. Cir. 1986);
Calabrian Corp. v. USITC, 794 F. Supp. 377, 381 (Ct. Int’l Trade 1992).

¢ American Lamb Co. v. United States, 785 F.2d at 1001; see also Torrington Co. v. United States, 790
F. Supp. 1161, 1165 (Ct. Int’l Trade 1992), aff’d, 991 F.2d 809 (Fed. Cir. 1993).

7 19 U.S.C. § 1677(4)(A).
® 19 U.S.C. § 1677(4)(A).
° 19 U.S.C. § 1677(10).
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characteristics and uses" on a case-by-case basis.”” The Commission looks for "clear dividing lines
among possible like products” and disregards minor variations."

In its notice of initiation, the Department of Commerce (Commerce) has defined the imported
products subject to this investigation as "bicycles of all types, whether assembled or unassembled,
complete or incomplete, finished or unfinished . . . ."" For the purposes of this investigation,
Commerce defines an "incomplete bicycle" as "a frame and fork set, assembled or unassembled,
finished or unfinished, and imported in the same shipment with any two of the following
components, whether or not assembled with the frame and fork set: rear or front wheel; rear or front
derailleur; brake; brake lever and shifter; crankset; and seat.""

B. Analysis of Domestic Like Product Issues

Two like product issues have been raised in this investigation: (1) whether bicycles sold
through the two primary channels of distribution (mass merchandisers and independent bicycle
dealers (IBDs)) should be considered separate domestic like products; and (2) whether adult and
children’s bicycles should be considered to be separate domestic like products. For the purposes of
this preliminary investigation, we find one domestic like product consisting of all bicycles."

1. Whether Bicycles Sold in the IBD Channel and Bicycles Sold in the Mass
Merchant Channel Constitute Two Separate Domestic Like Products

a. Overview of the Two Channels

Respondent Coalition for Fair Bicycle Trade (the "Coalition")'* asserts that the Commission
should find two separate domestic like products based on differing channels of distribution. In
general, there are two channels of distribution for bicycles: (1) mass merchandisers who typically sell
large quantities of juvenile and other low-priced bicycles; and (2) independent bicycle dealers (IBDs),
who traditionally have focused on higher quality, more sophisticated bicycles and have offered

' See Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d, 938 F.2d
1278 (Fed. Cir. 1991) ("every like product determination 'must be made on the particular record at issue’ and
the "unique facts of each case’"). The Commission generally considers a number of factors including: (1)
physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) common manufacturing
facilities, production processes and production employees; (5) customer or producer perceptions; and, where
appropriate, (6) price. Calabrian Corp. v. United States, 794 F. Supp. 377, 382 n.4 (Ct. Int’l Trade 1992);
Torrington, 747 F. Supp. at 749. No single factor is dispositive, and the Commission may consider other
factors relevant to a particular investigation. E.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

" Torrington, 747 F. Supp. at 748-49.

2 Notice of Initiation of Antidumping Duty Investigation; Bicycles from the People’s Republic of China, 60
Fed. Reg. 21065, 21066 (May 1, 1995).

13 Id

' Commissioner Bragg notes that, although she concurs in the Commission’s domestic like product
definition based on information gathered in this preliminary investigation, there is still a considerable amount of
uncertainty as to what constitutes the domestic like product. In any final investigation, she intends to examine
in closer detail each of the like product factors to determine whether bicycles sold in the two channels of
distribution constitute separate like products.

' The Coalition, which opposes the petition, is an ad hoc group comprised of importers of bicycles sold in
the IBD channel and of the National Bicycle Dealers Association (NBDA), a trade association representing the
IBDs. See Coalition’s Brief at n.1.
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considerably more service than the mass merchandisers.'® Several very large retailers dominate the
mass merchandiser channel, while the IBD consists of over 6,000 small retail establishments that
specialize in bicycles.” The bulk of retail prices in the mass merchandisers channel generally do not
exceed $200, while most prices in the IBD channel range from $200 to over $1,000.® The IBD
channel of distribution accounts for approximately 20-30 percent of sales volume but about 50
percent of sales value in the United States.” Marketing strategies for the two channels also differ, as
a single sale to the mass merchandiser channel can involve more than 100,000 units while single
sales to IBDs are generally ****

b. Analysis

We find a significant overlap in the physical characteristics and uses of bicycles sold in the
two channels of distribution. The frames of bicycles sold in both the mass merchant and IBD
channels may contain chrome-molybdenum (chromoly) or high-tensile steel, although the percentage
of the frame containing these metals varies along the price spectrum.” In addition, although the
componentry used on bicycles sold in the IBD channel typically is of better quality than that used on
bicycles sold to mass merchandisers, both channels stock bicycles with comparable types of
components.” In the IBD market, most bicycles with 26-inch and larger wheels come in a variety of
frame sizes, while bicycles sold by mass merchandisers are produced and shipped (or imported) in a
single frame size. However, some IBD-distributed bicycles within a particular wheel size may have
a frame size identical to their counterpart bicycles sold in the mass merchant channel (e.g., an 18-
inch frame on a 26-inch-wheel mountain bike).”

Further, the evidence in this preliminary investigation does not indicate that the uses for
bicycles differ by channel of distribution. Whether distributed through IBDs or mass merchandisers,
most bicycles regularly are used for recreation and transportation on sidewalks, bike paths and roads
as well as in off-road conditions. Accordingly, the channel of distribution does not generally affect
the interchangeability of bicycles.

There are, however, important distinctions between the mass merchant and IBD channels of
distribution, particularly concerning marketing strategies. Paralleling these differences, with very
limited exceptions, U.S. producers currently serve either the mass merchandise or IBD channel

' Confidential Staff Report (CR) at I-8; Public Staff Report (PR) at II-5.

7 CR at I-8-9; PR at II-5. The dominant mass merchandisers include Wal-Mart, Toys "R" Us, Target
Stores, Sears and K-Mart.

¥ CR at I-46; PR at II-31.
¥ CR at I-8; PR at II-5.

* Transcript of Hearing (April 26, 1995) (Tr.) at 118; CR at I-79; PR at II-44, and Questionnaire
Responses.

2 Tr. at 154-155; CR at I-7; PR at II-5. The majority of bicycles sold in the IBD channel have frames
made of chromoly or other higher-cost materials (e.g., aluminum, titanium or carbon fiber), whereas bicycles
sold in the mass merchant market typically are fabricated with steel frames.

Z CR at I-81; PR at IT-42. Compare Questionnaire Response of *** with Questionnaire Response of *#*,

These components can be as important to the overall value of a bicycle as the frame and fork. CR at I-6; PR
at 11-4.

» Moreover, a significant portion of bicycles actually sold in the IBD channel falls outside the definition
proposed by the Coalition. Specifically, some bicycles with wheel sizes below 26 inches, which comprise
approximately *** percent of reported sales in the IBD channel, are not offered in multiple frame sizes.
Coalition Brief at 23, n.21 and Questionnaire responses.
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almost exclusively.” Notwithstanding these distinctions, retailers in the two channels of distribution
compete for sales with one another,” and the three major U.S. producers claim that they are capable
of selling into either channel.”® Moreover, the distinction between channels is blurred by the
emergence of sporting goods chains and discount warehouses which, at any given time, may sell
bicycles that otherwise would be sold through either the mass merchandise or IBD channels.”

The same production facilities, processes, and employees can be used to manufacture bicycles
sold in either channel.” In fact, Murray produced its Spectra brand line of bicycles for sale through
the IBD channel at the same facility where its Murray brand bicycles are made for sale to the mass
merchandisers.”

Although IBD bicycles usually sell for higher prices, there is an overlap in the prices
commanded for the lower-end IBD bicycles and the upper-end mass merchandise bicycles.* In turn,
there is price-based competition between channels of distribution for sales to consumers of bicycles
that fall within similar price ranges.” Moreover, a number of models of bicycles with the same
specifications are distributed through both channels at varying price points.”

In sum, while there are differences in traditional marketing and customer perceptions between
bicycles sold in the two channels of distribution, we do not believe these differences create a clear
dividing line warranting a finding of separate domestic like products. For the purposes of this
preliminary investigation, we find that bicycles sold through mass merchandisers and bicycles sold
through IBDs constitute one like product, based on the commonality in physical characteristics and
uses, production, sales competition, and mid-range prices.

2. Whether Adult Bicycles and Children’s Bicycles Constitute Two Domestic Like
Products

Respondents Toys "R" Us and Royce Union Bicycle Company argue that children’s bicycles
(which they define to consist of bicycles with wheel sizes of less than 20 inches) and adult bicycles
(defined to include all bicycles with wheel sizes of 20 inches or larger) constitute two separate

* CR atI-12; PR at II-7. Most importers also reported serving either one or the other channel. CR at I-
46; PR at II-31.

® Tr. at 144-147. See Importers’ Questionnaire Response of *** at 27.

* Petitioners’ Post-Conference Brief at 15, Tr. at 27-29. One large U.S. producer (Murray) that usually
serves the mass merchandise channel sold its Spectra line of juvenile bicycles in the IBD channel from 1992
until recently. Tr. at 66, 88, 134; Petitioners’ Post-Conference Brief at 16 and Appendix A. In addition, four
importers reported sales to both the mass merchandise and IBD channels. CR at 1-46; PR at IT1-31.

7 CR at I-8-9; PR at II-5. In any final investigation, the Commission intends to look more closely at the
extent to which sales to these retailers blur the distinction between bicycles sold to mass merchandisers and
those sold to the IBDs.

% CR at I-6; PR at II-4.
® Tr. at 63.

* There appear to be variations of greater magnitude (e.g., in terms of physical characteristics and price)
among bicycles within the IBD than between many IBD and mass merchandise bicycles. For example, the
prices for bicycles in the IBD channel of distribution can range from $200 to more than $1,000. CR at 1-46;
PR at II-31.

' Tr. at 156-157.
2 CR at I-8; PR at II-5; Tr. at 67.



domestic like products.” Application of the Commission’s traditional domestic like product analysis
does not support treatment of children’s and adult’s bicycles as separate domestic like products.

The record in this investigation suggests an extensive overlap between the physical
characteristics and uses of bicycles of differing wheel sizes. Although this overlap is especially
pronounced for adjacent wheel sizes, it also is true throughout the entire spectrum of sizes and
models. Bicycles of different wheel sizes share common frames, forks, major components and other
features.* In addition, whether ridden by children or by adults, all bicycles are put to the same uses
-- for sport, recreation, exercise, or transport.” Although bicycles of various sizes are not perfectly
fungible, there is a broad range within which they can be used interchangeably.

There is a significant overlap within, and even between, channels of distribution for
children’s and adult bicycles.” In general, the same production facilities, processes, and employees
are used to manufacture all sizes of bicycles sold in the United States.* Although producers and
customers recognize differences between children’s and adult bicycles at the ends of the size
spectrum, they do not appear to perceive a clear dividing line between children’s and adult bicycles.”

Finally, there is substantial overlap of the prices at which bicycles of different wheel sizes
are sold. Some juvenile bikes may be sold at the same or even higher prices than some adult
bicycles. In fact, both the price lists for domestic bicycles and the weighted-average f.0.b. prices for
the imported bicycles provide evidence of this overlap in prices across bicycle wheel sizes.” Based
on the foregoing, we find that neither size nor other distinctions create clear dividing lines between
children’s and adult bicycles. We therefore find one domestic like product in this preliminary
investigation, encompassing all bicycles.

C. Domestic Industry

In making its determination, the Commission is directed to consider the effect of the imports
on the domestic industry, defined as "the producers as a whole of a domestic like product. . . "*
Two issues arise in this preliminary investigation with respect to the definition of the domestic
industry: (1) whether, as argued by respondent Coalition, Raleigh USA Bicycle Co. (Raleigh) should
not be considered a member of the domestic industry because it does not fabricate its bicycle frames
in the United States;” and (2) whether Raleigh and GT Bicycles, Inc. should be excluded from the
domestic industry as related parties.

In considering whether a firm qualifies as a domestic producer, the Commission generally
considers six factors relating to the overall nature of a firm’s production-related activities in the

* Postconference Brief of Toys "R" Us, Inc. and Royce Union Bicycles Company (Toys "R" Us/Royce
Union Brief) at 5-6. There are seven commonly consumed sizes of bicycles based on wheel size: 12-inch, 16-
inch, 20-inch, 24-inch, 26-inch, 27-inch and 27.56-inch or 700C wheel bicycles. CR at I-4-5; PR at II-4.

* See e.g., Questionnaire Responses of *¥*,

* CR at I-45; PR at II-31.

* Cf., Asociacion Colombiana de Exportadores de Flores, et al. v. United States, 693 F. Supp. 1165, 1168

(Ct. Int’l Trade 1988) ("someone who wears a size ten skirt is not going to accept a size six, but this does not
make the two garments unlike for purposes of injury determinations").

" CR at I-45-46; PR at II-31.

*® CRI-6; PR at II-4. See also, Tr. at 62, 71-72, 167.

¥ See, e.g., Tr. at 95.

See e.g., Questionnaire Responses of **¥; see also CR at I-55-73; PR at I1-36-41.
“ 19 U.S.C. § 1677(4)(A).

“ See Coalition’s Brief at 18-22.
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United States.” Raleigh’s new capital investments over the period of investigation were, as would be
expected, low in comparison to those of the three petitioners, who together accounted for 94 percent
of U.S. production.* However, Raleigh’s investments were ***

Moreover, Raleigh’s U.S. production operations involve considerable technical expertise,*
and Raleigh adds substantial value to the imported frames.” Raleigh’s assembly operation is also
capital intensive and employs substantial labor.” During the period of investigation, Raleigh
employed between *** production and related workers producing bicycles, and between *** total
employees in its bicycle production facility. Based on the foregoing, we find for the purposes of this
preliminary investigation that Raleigh is a domestic producer.”

We also find that appropriate circumstances do not exist to warrant exclusion of GT and
Raleigh as related parties. Each of these domestic bicycle producers imported the subject bicycles
during the period of investigation, and is thus a related party producer.” The related parties
provision, 19 U.S.C. § 1677(4)(B), as amended by the URAA, authorizes the exclusion of certain

“ The six factors the Commission examines are: (1) source and extent of the firm’s capital investment; (2)
technical expertise involved in U.S. production activities; (3) value added to the product in the United States;
(4) employment levels; (5) quantity and type of parts sourced in the United States; and (6) any other costs and
activities in the United States directly leading to production of the like product. See, e.g., Honey from the
People’s Republic of China, Inv. No. 731-TA-722 (Preliminary), USITC Pub. 2832 (Nov. 1994) at I-10-12;
Certain Cased Pencils from Thailand, Inv. No. 731-TA-670 (Final), USITC Pub. 2816 (Oct. 1994) at I-8 n.23.

“ See CR at I-11; PR at II-6, and Table 14, CR at I-35; PR at II-23. Raleigh invested *** in new capital
expenditures for its U.S. plant and equipment since 1992.

“ Raleigh’s expenditures are relatively consistent with *¥* but ***, See Table 14, CR at I-35; PR at II-
23.

The value of Raleigh’s fixed assets devoted to bicycle production are ***. On the basis of original
cost, the value of Raleigh’s fixed assets were *¥*,

% sk Staff Field Trip Notes.

“ Petitioners provided some confidential estimates of costs they have paid for components. These estimates
show that the components (which do not include the frame, fork, or wheels) account for a substantial portion of
the bicycle cost. See Petition at Exhibits B and C.

®  Staff Field Trip Notes. ***,

“ See Honey from China (Preliminary), USITC Pub. at I-10-11; Certain Cased Pencils from Thailand
(Final), USITC Pub. 2816 at I-9.

*® CR at I-11; PR at II-6-8.
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producers from the domestic industry if "appropriate circumstances" exist.” Exclusion of a related

party is within the Commission’s discretion based upon the facts presented in each case.”

Given the relatively small percentage of domestic production attributable to GT and Raleigh,”
their inclusion does not skew the data for the industry as a whole. GT and Raleigh also each
accounted for small percentages of total subject imports,* although subject imports did account for
kK shares of their 1994 shipments.”® Their reasons for 1mport1ng are not clear from the prellmmary
record,™ and there is currently no evidence that their interests lie in importation rather than in
domestic production. Therefore we do not exclude any producer as a related party for the purposes
of this preliminary investigation.”

III. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether there is a reasonable indication that the domestic industry is materially
injured or threatened with material injury by reason of allegedly LTFV imports, we consider all
relevant economic factors that bear on the state of the industry in the United States.® These factors
include output, sales, inventories, capacity utilization, market share, employment, wages,
productivity, profits, cash flow, return on investment, ability to raise capital, and research and

' 19 U.S.C. § 1677(4)(B). The primary factors the Commission has examined in deciding whether
appropriate circumstances exist to exclude a related party include:

¢)) the percentage of domestic production attributable to the importing producer;

2) the reason the U.S. producer has decided to import the product subject to
investigation, i.e., whether the firm benefits from the LTFV sales or subsidies or
whether the firm must import in order to enable it to continue production and
compete in the U.S. market, and

3 the position of the related producer vis-a-vis the rest of the industry, i.e., whether
inclusion or exclusion of the related party will skew the data for the rest of the

industry.
See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992), aff’d without opinion,

991 F. 2d 809 (Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S.
production for related producers and whether the primary interest of the related producer lies in domestic
production or importation. See, e.g., Sebacic Acid from the People’s Republic of China, Inv. No. 731-TA-
653 (Final), USITC Pub. 2793 at I-7-8 (July 1994).

2 See Torrington Co. v. United States, 790 F. Supp. at 1168.

* In 1994, GT accounted for *** percent of domestic production, and Raleigh accounted for *** percent.
Table 1, CR at I-12; PR at II-7.

% In 1994, GT’s imports of Chinese bicycles accounted for *** percent of total subject imports. In 1994,
Raleigh’s imports of Chinese bicycles accounted for *** percent of total subject imports.

® The ratio of GT’s 1994 shipments of imported Chinese bicycles to its total 1994 U.S. shipments of
bicycles was *** percent. The ratio of GT’s 1994 subject imports to its 1994 total imports combined with
production was *** percent. The ratio of Raleigh’s 1994 shipments of imported Chinese bicycles to its total
1994 U.S. shipments of bicycles was *** percent. The ratio of Raleigh’s 1994 subject imports to its 1994 total
imports combined with production was *** percent.

% Although GT appears to have performed *** (see Table 12, CR at 1-32-33; PR at II-22), ***, Id. and
#kk kxk Table 12, CR at I-32-33; PR at 11-22.

% We intend to seek further information about GT’s and Raleigh’s reasons for importing subject imports in
any final investigation.

% 19 U.S.C. § 1677(7)(C)(ii).
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development. No single factor is dispositive and all relevant factors are considered "within the
context ofsgthe business cycle and conditions of competition that are distinctive to the affected
industry."

We note certain conditions of competition pertinent to our analysis of the domestic bicycle
industry. First, bicycle purchases are discretionary and tend to increase with the level of general
household income. Bicycle consumption increased with the economic recovery in the mid-1980s.
This increase was especially prevalent with respect to mountain bicycles and all-terrain bicycles,
which have accounted for the majority of adult bicycle sales since the mid-1980s.%

At the retail level, five mass merchandisers are responsible for two-thirds of the bicycles sold
in the United States.” These retail buyers purchase large volumes of bicycles, often in single sales
transactions, from those qualified sellers that are able to meet their price and volume requirements.
These retailers have the market power to negotiate the lowest possible prices from their suppliers,
whether these suppliers are U.S. producers or importers. Some of these retailers have "Buy-
American" policies or preferences, but are committed to these policies only to the extent that there
are comparable U.S.-made quality products available at competitive prices.

Apparent U.S. consumption of bicycles increased 8.1 percent over the period of
investigation, from 15.4 million bicycles in 1992 to 16.6 million bicycles in 1994, with a peak of
16.8 million bicycles in 1993.® The value of apparent U.S. consumption followed the same pattern,
but increased overall by 10.4 percent.*

The quantity of domestic producers’ U.S. shipments increased from 9.1 million bicycles in
1992 to 9.7 million bicycles in 1993 before decreasing to 9.6 million bicycles in 1994.° By value,
domestic producers’ U.S. shipments increased by 8.7 percent from 1992 to 1993 and then by another
0.4 percent in 1994.%

Domestic producers’ share of the market, by both quantity and value, was relatively steady
during the period of investigation. By quantity, domestic producers’ market share dropped from
59.0 percent in 1992 to 57.8 percent in 1993, and then remained at 57.8 percent in 1994 By
value, their market share dropped from 57.1 percent in 1992 to 56.0 percent in 1993 and then rose
slightly to 56.4 percent in 1994.%

Domestic bicycle production increased from 9.2 million bicycles in 1992 to 10.5 million
bicycles in 1993, before decreasing to 9.5 million bicycles in 1994.® Bicycle production capacity
rose from 11.7 million bicycles in 1992 to 13.0 million in 1993 and then to 14.0 million in 1994

*® 19 U.S.C. § 1677(7)(C)(iii).

® CR at I-5-6, 1-45; PR at I1-4, II-31.

% CR at I-48; PR at II-32.

% CR at I-48 & n.26; PR at II-32.

® Tables 17 and A-1, CR at I-42 and A-3; PR at II-29 and A-3.

Id. The value of U.S. consumption increased by 10.9 percent from 1992 to 1993 and then decreased by
0.4 percent in 1994.
65

Table 3, CR at I-15; PR at II-10.

Tables 3 and A-1, CR at I-15 and A-4; PR at II-10 and A-4.
¥ Table 17, CR at I-42; PR at II-29. '

68 Id.

® Table 3, CR at I-15; PR at II-10.

™ Table 3, CR at I-15; PR at II-10. This increase in capacity is attributed to Huffy and Roadmaster
acquiring new facilities during the period of investigation. CR at I-13; PR at II-8. These producers reported
that they increased their capacity in anticipation of an expanding market. Id.

64

66
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As a result, capacity utilization declined from 79.0 percent in 1992 to 68.2 percent in 1994.”
Domestic producers’ increase in production from 1992-1993 outpaced their increase in shipments and
the increase in apparent consumption, thereby resulting in the doubling of inventories from 514,000
bicyclgs in 1992 to 1 million bicycles in 1993.” Inventories then declined to 704,000 bicycles in
1994.

The number of production and related workers increased from 4,795 in 1992 to 5,602 in
1993 before decreasing to 5,479 in 1994. Hours worked rose from 9,732 in 1992 to 11,431 in
1993, before declining to 11,002 in 1994." Total compensation followed the same pattern,
increasing from $142.6 million in 1992 to $161.6 million in 1993 before decreasing to $150.0
million in 1994.” Hourly compensation, however, declined each year of the investigation, from
$14.66 in 1992 to $13.63 in 1994.7

The financial performance indicators of the U.S. bicycle industry generally improved or
remained stable from 1992 to 1993, but declined in 1994.” In 1992, the U.S. industry reported
sales of 9.2 million bicycles valued at $745.7 million, with gross profits of $117.3 million.”
Increased sales volume of 9.8 million bicycles valued at $816.9 million in 1993 resulted in higher net
sales revenue and increased gross profits of $129.9 million.” In 1994, net sales value increased by
0.1 percent to $817.9 million, notwithstanding a slight decrease in sales volume to 9.7 million
bicycles. As a result of this small increase in net sales value coupled with a 4.9 percent increase in
cost of goods sold, gross profits decreased by 25.2 percent to $97.2 million.* Gross profit margins
remained stable at 15.7 percent in 1992 and 15.9 percent in 1993, but dropped to 11.9 percent in
1994.*" The domestic industry’s operating income rose from $42.6 million in 1992 to $51.2 million
in 1993, and then dropped to $13.3 million in 1994. The operating income margin increased from
5.7 percent in 1992 to 6.3 percent in 1993 before falling to 1.6 percent in 1994.%

Capital expenditures by the domestic industry increased each year, rising from $16.4 million
in 1992 to $32.7 million in 1994.® Research and development spending by the domestic industry
also increased each year, growing from $4.3 million in 1992 to $5.8 million in 1994 * *

" Table 3, CR at I-15; PR at II-10.
 Table 3, CR at I-15; PR at II-10.
B,

™ Table 3, CR at I-15; PR at II-10.
” Table 3, CR at I-15; PR at II-10.
" Table 3, CR at I-15; PR at II-10.
7 Table 11, CR at I-31; PR at II-21.
™ 1d.

*® 1d.

¥ Id. Cost of goods sold increased from $628.4 million in 1992 to $687.0 million in 1993 and then to
$720.7 million in 1994, for an overall increase of 14.7 percent. See Table A-1, CR at A-4; PR at A-4.

8 Table 11, CR at I-31; PR at II-21.

8 Table 11, CR at I-31; PR at II-21. ***

® Table 14, CR at I-35; PR at I1-23.

% Table 15, CR at I-36; PR at II-24.
Commissioner Rohr and Commissioner Newquist find that the condition of the domestic industry as
reflected in the industry’s financial performance showed signs of deterioration in 1994 following improvements
from 1992 to 1993. In virtually all other indicators, including production, shipments, capacity utilization, and
employment, the industry also showed declines from 1993 to 1994, although there was some improvement over
the entire 1992-1994 period. Although the condition of the industry does not reflect one presently (Z)élzlc:irlilir;%ing)
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IV.  NO REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF
ALLEGEDLY LTFV IMPORTS

In preliminary antidumping duty investigations, the Commission determines whether there is
a reasonable indication that an industry in the United States is materially injured by reason of the
imports under investigation.” In making this determination, the Commission must consider the
volume of imports, their effect on prices for the domestic like product, and their impact on domestic
producers of the domestic like product, but only in the context of U.S. production operations.” ¥

Although the Commission may consider causes of injury to the industry other than the
allegedly LTFV imports, it is not to weigh causes.” *

For the reasons discussed below, we find that there is no reasonable indication that the
domestic bicycle industry is materially injured by reason of allegedly LTFV imports from China.

% (...continued)
material injury, the financial decline in particular demonstrates the vulnerability of the domestic industry to the
continuing adverse effects of allegedly LTFV imports. Accordingly, Commissioner Rohr and Commissioner
Newquist do not join section IV of this opinion and proceed directly to an analysis of whether there is a
reasonable indication that the domestic industry is threatened with material injury by reason of the allegedly
LTFV imports.

% Commissioner Crawford does not join the remainder of the Commission’s opinion.

¥ 19 U.S.C. § 1673b(a). The statute defines "material injury" as "harm which is not inconsequential,
immaterial or unimportant." 19 U.S.C. § 1677(7)(A).

¥ 19 U.S.C. § 1677(7)(B)(i). The Commission "may consider such other economic factors as are relevant
to the determination" but shall "identify each [such] factor . . . and explain in full its relevance to the
determination." 19 U.S.C. § 1677(7)(B).

¥ As part of its consideration of the impact of imports, the statute as amended by the URAA now also
specifies that the Commission is to consider in an antidumping proceeding, "the magnitude of the margin of
dumping.” 19 U.S.C. § 1677(7)(C)(iii)(V). The Statement of Administrative Action, H.R. Doc. 316, Vol. 1,
103rd Cong., 2nd Sess. (1994) (SAA) indicates that the amendment "does not alter the requirement in current
law that none of the factors which the Commission considers is necessarily dispositive in the Commission’s
material injury analysis." SAA at 180.

The statute, 19 U.S.C. § 1677(35)(C), defines the "magnitude of the margin of dumping" to be used
by the Commission in a preliminary determination as "the dumping margin or margins published by the
administering authority [Commerce] in its notice of initiation of the investigation." The average calculated
dumping margin identified by Commerce in its notice of initiation is 74.95 percent. 60 Fed. Reg. 21065,
21066 (May 1, 1995).

* See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade 1988).
Alternative causes may include the following:

[T]he 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., 1st Sess. 74 (1979). Similar language is contained in the House Report. H.R.
Rep. No. 317, 96th Cong., 1st Sess. 46-47 (1979).

" For Chairman Watson’s interpretation of the statutory requirement regarding causation, see Certain
Calcium Aluminate Cement Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub. 2772 at I-14 n.68
(May 1994).
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A. Volume of Imports”™

The quantity of subject imports increased from 2.2 million bicycles in 1992 to 4 million
bicycles in 1994.” The market share, by quantity, of subject imports also increased from 14.6
percent in 1992 to 23.8 percent in 1994.* While standing alone these volumes and volume increases
are substantial, their significance is mitigated in this case by the domestic producers’ maintenance of
a stable market share and the indication that the imports from China have thus far merely replaced
imports from Taiwan as opposed to displacing domestically-produced bicycles.

Domestic bicycle producers consistently held between 58 and 59 percent of the quantity of
U.S. apparent consumption throughout the period of investigation.” Moreover, although the value of
subject imports increased throughout the period of investigation in both absolute terms and relative to
apparent U.S. consumption, domestic producers’ shipments also increased in value while market
share remained relatively stable.”

The volume and market share of subject imports increased concurrent with decreases of
similar magnitudes in the volume and market share of nonsubject imports, particularly imports from
Taiwan.” This trend largely reflects the transfer of bicycle production by Taiwanese producers to
China, often through joint ventures.

B. Price Effects of Imports

The data in this preliminary investigation do not indicate that the subject imports have had
significant adverse effects on prices for the domestic like product. Although the price comparisons
are generally indicative of the price trends in the U.S. market, we have viewed them with caution
due to some differences in componentry and aesthetics among the various bicycles.” In any event,
pricing data are mixed, showing a nearly even split between underselling and overselling by the
subject imports.” In this case, we do not find significant underselling by the subject imports.

There are not clear trends in prices for sales to either the mass merchandisers or to the IBDs
from January 1992 to December 1994. Prices for domestic bicycles increased for several categories

” TImports of bicycles from China accounted for 56.4 percent of total 1994 imports. Table 16, CR at I-41;
PR at I1-28. Subject imports from China therefore are not "negligible" because they account for more than 3
percent of the volume of all merchandise imported into the United States in 1994. See 19 U.S.C. §§ 1673b(a)
and 1677(24).

® Table 17, CR at I-41; PR at II-29. We have relied on combined import figures for China and Hong
Kong. Undisputed record evidence indicates that there are no known bicycle producers in Hong Kong and that
all of the bicycles shipped through Hong Kong are of Chinese origin. CR at I-39-40; PR at II-27. In any
event, the volume of imports from Hong Kong is relatively small. Id.

% Table 17, CR at I-42; PR at I1-29.

® Table 17, CR at I-42; PR at II-29. By quantity, the domestic producers’ U.S. market share was 59.0
percent in 1992 and 57.8 percent in 1993 and 1994.

* Table 17, CR at I-42; PR at II-29. The value of subject imports increased from $108.3 million in 1992
to $221.3 million in 1994, and their market share increased from 14.6 percent to 23.8 percent during that
period. The value of U.S. producers’ shipments increased from $722.1 million in 1992 to $787.6 million in
1994; their share of the value of apparent consumption was 57.1 percent in 1992 and 56.4 percent in 1994.

” Table 17, CR at I-42; PR at II-29. The market share held by non-subject imports (almost all of which
are from Taiwan) declined from 26.4 percent to 18.4 percent between 1992 and 1994.

* See CR at I-53, I-76, n.46; PR at I1-35, 11-42, n.46.

*  Subject imports oversold the domestic like product in 35 of 57 price comparisons for bicycles sold to the
mass merchandisers and in 26 of 61 comparison for sales to the IBDs. CR at I-75-76; PR at I1-42.
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of bicycles, but remained flat or declined for several others.'” Prices for subject imports also
showed mixed declines and increases, but do not correlate to those for the domestic bicycles.”” In a
number of instances, prices for Chinese bicycles mcreased during the period of 1nvest1gat10n while
prices for U.S. bicycles remained stable or decreased.'” In several other instances, prices for both
U.S. and Chinese bicycles dropped, but those for the domestic bicycles declined to a greater
extent.'”

Although the pricing comparlsons suggest that the subject imports undersold the U.S. product
in certain categories of bicycles,' the record does not indicate a causal link between this
underselling and domestic producers’ prices. First, in each instance where price declines were
noted, prices for U.S. bicycles declined faster and further than prices for Chinese bicycles.'” Based
on this data, we are unable to attribute any significant price depression or suppression to the subject
imports. Further, we note that the price trends appear to reflect, to a certain extent, competition
among domestic producers, rather than the effects of subject imports. In particular, one domestic
producer, Roadmaster, appears to have competed vigorously for sales with its domestic competitors
through aggressive marketing tactics.'®

The record in this preliminary investigation therefore does not indicate that subject imports
had significant adverse effects on prices for the domestic product.'”

C. Impact of Imports on the Domestic Industry

Finally, the present impact of the subject imports on the domestic industry is not sufficiently
adverse to constitute present material injury. As noted above, the subject import volume and market
share, while increasing, are not significant in light of the substantial and stable share of the market
held by U.S. producers.'® Moreover, the evidence does not indicate that subject imports have had
significant adverse effects on domestic prices.

There is not a significant correlation between the volumes of subject imports and the
condition of the domestic industry. In 1993, when the volume of subject imports showed the largest

' CR at I-54, 1-65; PR at I1-35, II-40.

" Id. The average unit values for the subject imports rose by 19.1 percent, from $48.26 to $55.88,
during the period of investigation. Table 16, CR at I-41; PR at II-28. Unit values for domestic bicycles also
rose during that period, but only by 3.1 percent, from $79.53 to $81.99. Table 3, CR at I-15; PR at 1I-10.

‘2 CR at 1-54-75; PR at II-35-42. See, e.g., ***.

1 CR at I-54-75; PR at [I-35-42. See, e.g., ***.

See, e.g., **,
'® CR at I-54-75; PR at I1-35-42. See, e.g., ***.
See Tr. at 118 (Toys-R-Us testimony concerning Roadmaster’s aggressive price undercutting) and CR at

I-54, n. 44; PR at II-35 (noting that ***)) The effects of Roadmaster’s tactics may be inferred from the fact
that **%,  Table 12, CR at I-32; PR at II-22.

Staff’s discussion with purchasers concerning lost sales allegations also confirm that in some cases
domestic producers lost sales to one another. See CR at I-80, 1-82; PR at I1-42, 11-44.

' However, in any final investigation, we intend to examine the extent to which the relative price trends
were affected by widespread changes in the major componentry offered on the various models of bicycles sold
between 1992 and 1994 to determine whether prices generally should have increased in light of the use of
higher-quality, more costly componentry on subject imports.

% We also note that apparent U.S. consumption increased from 15.4 million bicycles in 1992 to 16.6
million bicycles in 1994. Table 17, CR at I-42; PR at I1-29. Although the domestic producers’ market share
remained flat, their sales and shipments increased as apparent consumption increased.

I-16



percentage increase, the financial performance of the domestic industry peaked.'” In 1994, when the
volume of subject imports increased by a much smaller amount, the domestic industry’s profitability
declined sharply."® "'

While the U.S. industry’s financial condition deteriorated in 1994, this decline appears to be
attributed primarily to domestic industry restructuring rather than to the effects of subject imports.
In particular, the declines in financial performance reflect increasing cost of goods sold (COGS) and
SG&A expenses while the value of net sales remained flat. On a unit basis, these costs increased 8.5
percent and 6.3 percent, respectively, from 1992 to 1994."> These cost increases outpaced the 3.7
percent increase in unit sales value, which in turn resulted in the large decrease in operating
income.'” These unit SG&A and COGS increases are attributable to actions by the U.S. producers,
as thel l(}omestic industry increased capacity and built up significant inventories between 1992 and
1993.

We therefore determine that there is no reasonable indication that the U.S. industry
producing bicycles is materially injured by reason of the subject imports of bicycles from China.'’

V. REASONABLE INDICATION OF THREAT OF MATERIAL INJURY
BY REASON OF ALLEGEDLY LTFV IMPORTS

Section 771(7)(F) of the Act directs the Commission to consider whether the U.S. industry is
threatened with material injury by reason of the subject imports "on the basis of evidence that the
threat of material injury is real and that actual injury is imminent.""* The Commission may not
make such a determination "on the basis of mere conjecture or supposition.""” Further direction is
provided by the amendment to the statute, 19 U.S.C. § 1677(7)(F)(ii), which adds to the prior
provision that the Commission consider the threat factors "as a whole" in making its determination
"whether further dumped or subsidized imports are imminent and whether material injury by reason
of imports would occur unless an order is issued. . . """

'® See Tables 11, 17 and A-3, CR at I-31, I-42, and A-3-4; PR at II-21, II-29 and A-3-4.

' See id. The financial condition of the industry appears to track consumption trends, with operating
income peaking in 1993, the same year that apparent consumption peaked, and declining in 1994 with declining
consumption. Table 3, CR at I-15; PR at II-10.

"' Vice Chairman Nuzum further notes however, that in 1994, subject imports continued to increase in the
face of declining consumption, which increased the vulnerability of the domestic industry to continued LTFV
imports.

2 Tables 11 and A-1, CR at I-31 and A-4; PR at II-21 and A-1.

113 See id.

U* Table 3, CR at I-15; PR at II-10. The unit COGS and SG&A increases reflect ##* s#* and #** See
Tables 12 and 14, CR at 1-32-33 and I-35; PR at II-22 and I1-23; and Producers’ Questionnaire Responses.

" Vice Chairman Nuzum notes that her concurrence on a negative present injury finding is based only on
the information in the record at this stage of the investigation, and she will reconsider any basis for present
material injury in a final investigation based on the more substantial evidence in a final record.

6 19 U.S.C. §§ 1673b(a) and 1677(7)(F)(ii).

" 19 U.S.C. § 1677(7)(F)(ii). An affirmative threat determination must be based upon "positive evidence
tending to show an intention to increase the levels of importation." Metallverken Nederland B.V. v. U.S., 744
F. Supp. 281, 287 (Ct. Int’] Trade 1990), citing American Spring Wire, 8 CIT at 28, 590 F. Supp. at 1280.
See also Calabrian Corp. v. United States, 794 F. Supp. 377, 387 and 388 (Ct. Int’] Trade 1992) (citing, H.R.
Rep. No. 1156, 98th Cong., 2d Sess. 174 (1984)).

"* While the language referring to imports being imminent (instead of "actual injury" being imminent and
the threat being "real") is a change from the prior provision, the SAA indicates the "new language is fully
consistent with the Commission’s practice," the existing statutory language, "and judicial precedent interpreting
the statute." SAA at 184.
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In making our determination, we have considered, in addition to other relevant economic

"' all statutory factors'® that are relevant to this investigation.”

The record indicates that capacity in China to produce bicycles suitable for the U.S. market
increased each year, from 15.8 million bicycles in 1992 to 19.3 million bicycles in 1994, for a three-
year increase of 22 percent.'” According to information supplied by respondents, capacity is
projected to remain stable in 1995 and 1996.'"” However, petitioners supplied evidence of new plant
clzgrglsst%ction and statements by Chinese producers concerning projected production increases in

Capacity expansion in China was outpaced by Chinese production, which increased by 30
percent from 1992 to 1994.'* Notwithstanding this fact, there is a significant amount of reported
underutilized capacity to produce export quality bicycles in China. Reported capacity utilization
increased somewhat from 79.5 percent in 1992 to 82.7 percent in 1993, before dropping slightly to
82.3 percent in 1994.'” Excess 1994 Chinese capacity represented 20.5 percent of U.S. apparent
consumption and 35.6 percent of U.S. producers’ domestic shipments in 1994.'” The existing
underutilized capacity indicates a likelihood of substantially increased imports of the subject
merchandise into the United States.'”

Exports have accounted for a large and increasing share of Chinese producers’ total
shipments and are projected to increase in the future. Exports to the United States increased from
1.2 million bicycles in 1992 to 3.7 million bicycles in 1994, while total exports increased from 4.2
million in 1992 to 7.3 million in 1994 and are projected to increase to 8.2 million in 1995 and 8.8

factors,

"9 Suramerica de Aleaciones Laminadas, C.A. v. United States, 44 F.3d 978 (Fed. Cir. 1994). The
Federal Circuit held that 19 U.S.C. § 1677(7)(F)(i) requires the Commission to consider "all relevant factors"

that might tend to make the existence of a threat of material injury more probable or less probable. 44 F.3d at
984.

' The statutory factors have been amended to more closely track the language concerning threat of
material injury in the Antidumping and Subsidies Agreements, although "[n]o substantive change in
Commission threat analysis is required.” SAA at 185.

19 U.S.C. § 1677(7)(F)(i). In addition, the Commission must consider whether dumping in markets of
foreign countries (as evidenced by dumping findings or antidumping remedies in other WTO member markets
against the same class or merchandise manufactured or exported by the same party as under investigation)
suggest a threat of material injury to the domestic industry. 19 U.S.C. § 1677(7)(F)(ii)().

Two statutory threat factors have no relevance to this investigation and need not be discussed.
Because there are no subsidy allegations, factor I is not applicable. Factor VII regarding raw and processed
agriculture products is also inapplicable to the products at issue.

"2 CR at I-38; PR at I1-26.

® 1d.

' Petition at 48-49. In large part, the discrepancy between the information cited by petitioners and that
reported by respondents focuses on whether existing and projected capacity is capable of producing, or being
converted to produce bicycles suitable for the U.S. market. Compare Petition at 49 (most listed companies
have no difficulty in performing at the quality levels necessary for the export market) with China
Bicycles/China Chamber Brief at 5-6 (approximately 75-80 percent of Chinese capacity alleged by petitioners is
incapable of producing, and incapable of being converted to produce, export quality bicycles.) In any final
investigation, we intend to examine further the extent to which existing and projected capacity is used to
produce export quality bicycles and the potential for shifting from production of single-speed "black" bikes sold
in China to export-quality bicycles.

' CR at I-38; PR at I1-26.

2 1d.

7 See id. and Table A-1, CR at A-3-4; PR at A-3-4.

"% As noted above, there is mixed evidence concerning imminent substantial increases in capacity. We

intend to explore this question further in any final investigation.
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million in 1996."” Joint venture firms (which account for much of the increased Chinese production)
are, at a minimum, encouraged to sell their products in foreign markets.'

Within the past three years, Canada, the European Union (EU), and Mexico imposed
antidumping duties, ranging from 31 to 144 percent, on Chinese bicycles.” These duties are
s1gn1ficantly hlgher than existing U.S. duties on Chinese bicycles, which range from 5.5 to 11
percent.'” "As such, these three Western markets for Chinese bicycles are unlikely to absorb

additional exports of Chinese bicycles. To the contrary, Chinese bicycles formerly exported to these
countries may be diverted to the United States.'”

Although the volume and market penetration of subject imports are not currently injurious,
the current rate of increase indicates a likelihood of substantially increased imports. As discussed
above, the pressure on joint ventures to export and the antidumping duties imposed in other markets
make it likely that Chinese producers will export increased quantities of their bicycles to the United
States. Further increases at the same rate are likely to be at the expense of the U.S. producers’
shipments and market share.'

Although we have found that the subject imports have not had significant adverse price
effects,” there is an indication that the subject imports are entering the United States at prices that
are 11ke1y to have significant suppressing effects on domestic prices and are likely to increase demand
for further imports. For the highest volume category of bicycles for which pricing comparisons were
obtained (entry level mountam bicycles sold to mass merchandisers), the subject imports consistently
undersold the U.S. product.”® Likewise, in the IBD channel, subject imports of the higher volume
items (18- and 21-speed mountain blcycles) undersold the domestic product in all but one of 24 price
comparisons.'

The tenuous financial condition of the U.S. bicycle industry makes it likely that increased
imports of large volume items at lower prices will have significant adverse price effects on the
comparable U.S. product and will increase the demand for such imports. As noted in the condition
of the industry discussion, high volume bicycle sales are often made in single transactions to one of
only a few retailers. Given the dependency of the U.S. industry on revenue from these high volume
items, increased imports at lower prlces are likely to have significant adverse consequences on the
financial condition of the U.S. industry.”*

" CR at I-39; PR at I1-26. In any final investigation, we intend to explore further respondents’ assertions
that increases in capacity to produce export-quality bicycles are directed toward an increasing Chinese domestic
market for multi-speed, export-quality bicycles, and that exports of lower quality bicycles are directed toward
export markets other than the United States (i.e., Japan, Latin America, Eastern Europe and Australia). See
China Bicycles/China Chamber Brief at 15-28.

" See Petition at 46, 50; Brief of China Bicycles/China Chamber at 23 and Exhibits 25 and 26.

Bl CR at I-39; PR at I1-26.

2 CR at I-10, I-39; PR at II-6, I1-26.

' An experienced industry representative indicated that the EU was previously the largest market for

Chinese bicycles. Tr. at 21. In any final investigation, we intend to explore further the significance and
effects of these countries’ antidumping remedies.

% We find that the "Buy American" policies and preferences of some U.S. mass merchandisers are not
likely to limit the volume of subject imports, because some of the companies that adhere to these policies will
buy imports if the U.S. product is not competitively priced. CR at I-48 & n.26; PR at II-32; Tr. at 49.

" Commissioner Rohr and Commissioner Newquist note that they do not join the discussion of present
material injury.

"¢ Table 21, CR at I-58; PR at II-38.

"7 Tables 28 and 29, CR at I-70 and I-71; PR at I[-41.

" One U.S. purchaser that maintains a "Buy American" policy provided an example of the likely price
suppressing effects of continued increases in lower-priced high volume bicycles from China. That retailer,
Wal-Mart, indicated that the lower prices commanded by subject imports for high volume bicycle models has

(continued...)
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Finally, inventories in the United States of subject imports are not high, but we note that
end-of-period inventories of the subject imports increased substantially from 157,000 bicycles in 1992
to 287,000 bicycles in 1994."”

CONCLUSION

For the foregoing reasons, we determine there is a reasonable indication that the domestic
bicycle industry is threatened with material injury by reason of allegedly LTFV imports from China.

"% (...continued)
enabled Wal-Mart’s competitors to sell bicycles to end consumers at prices that Wal-Mart will be able to meet
only if U.S. producers lower their prices for sales to Wal-Mart. See Tr. at 48-49, quoting Wal-Mart’s April
6, 1995, letter to the Commission and Commerce.

' CR at I-37; PR at II-25.
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VIEWS OF COMMISSIONER CAROL T. CRAWFORD

On the basis of information obtained in this preliminary investigation, I determine that there
is a reasonable indication that an industry in the United States is materially injured by reason of
imports of bicycles from the People’s Republic of China ("China") that are allegedly sold in the
United States at less-than-fair-value ("LTFV"). I concur in the conclusions of my colleagues
regarding like product and domestic industry, and I join their discussion of the condition of industry.
However, I determine that there is a reasonable indication that an industry in the United States is
materially injured by reason of the allegedly LTFV imports of bicycles from China. Because my
injury determination in this investigation differs from my colleagues’, my separate views follow.

I ANALYTICAL FRAMEWORK

In determining whether there is a reasonable indication that a domestic industry is materially
injured by reason of the alleged LTFV imports, the statute directs the Commission to consider:
() the volume of imports of the merchandise which is the subject of the investigation,
an the effect of imports of that merchandise on prices in the United States for like
products, and
()  the impact of imports of such merchandise on domestic producers of like products,
but only in the context of production operations within the United States...."

In making its determination, the Commission may consider "such other economic factors as
are relevant to the determination."”> In addition, the Commission "shall evaluate all relevant
economic factors which have a bearing on the state of the industry ... within the context of the
business cycle and conditions of competition that are distinctive to the affected industry."’

The statute directs that we determine whether there is a reasonable indication of "material
injury by reason of the dumped imports." Thus we are called upon to evaluate the effect of
allegedly dumped imports on the domestic industry and determine if there is a reasonable indication
that they are causing material injury. There may be, and often are, other "factors" that are causing
injury. These factors may even be causing greater injury than the alleged dumping. However, the
statute does not require us to weigh or prioritize the factors that are independently causing material
injury. Rather, the Commission is to determine whether there is a reasonable indication that any
injury "by reason of" the allegedly dumped imports is material. That is, the Commission must
determine if there is a reasonable indication that the subject imports are causing material injury to the
domestic industry. "When determining the effects of imports on the domestic industry, the
Commission must consider all relevant factors that can demonstrate if unfairly traded imports are
materially injuring the domestic industry."* It is important, therefore, to assess the effects of the
allegedly dumped imports in a way that distinguishes those effects from the effects of other factors
unrelated to the dumping. To do this, I compare the current condition of the industry to the industry
conditions that would have existed without the dumping, that is, had subject imports all been fairly

'19 U.S.C. § 1677(T)(B){[). As part of its consideration of the impact of imports, the statute as amended
by the URAA now also specifies that the Commission is to consider in an antidumping proceeding, "the
magnitude of the margin of dumping." 19 U.S.C. § 1677(7)(C)(iii)(V).

The statute, 19 U.S.C. § 1677(35)(C), defines the "magnitude of the margin of dumping" to be used
by the Commission in a preliminary determination as "the dumping margin or margins published by the
administering authority (Commerce) in its notice of initiation of the investigation." The average calculated
dumping margin identified by Commerce in its notice of initiation is 74.95 percent. 60 Fed. Reg. 21065,
21066 (May 1, 1995).

19 U.S.C.§ 1677(T)(B)(ii)-

19 U.S.C. § 1677(7T)(C)(iii).

“S. Rep. No. 71, 100th Cong., Ist Sess. 116 (1987)(emphasis added).
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priced. I then determine whether the change in conditions constitutes material injury. The Court of
International Trade has held that the "statutory language fits very well" with my mode of analysis.’

In my analysis of material injury, I evaluate the effects of the alleged dumping on domestic
prices, domestic sales, and domestic revenues. To evaluate the effects of the alleged dumping on
domestic prices, I compare domestic prices that existed when the imports were allegedly dumped
with what domestic prices would have been if the imports had been priced fairly. Similarly, to
evaluate the effects of dumping on the quantity of domestic sales,’ I compare the level of domestic
sales that existed when imports were allegedly dumped with what domestic sales would have been if
the imports had been priced fairly. The combined price and quantity effects translate into an overall
domestic revenue impact. Understanding the impact on the domestic industry’s prices, sales and
overall revenues is critical to determining the state of the industry, because the impact on other
industry indicators (e.g., employment, wages, etc.) is derived from the impact on the domestic
industry’s prices, sales, and revenues.

I then determine whether the price, sales and revenue effects of the alleged dumping, either
separately or together, demonstrate that there is a reasonable indication that the domestic industry
would have been materially better off if the imports had been priced fairly. If so, there is a
reasonable indication that the domestic industry is materially injured by reason of the allegedly
dumped imports.

For the reasons discussed below, I determine that there is a reasonable indication that the
domestic industry producing bicycles is materially injured by reason of allegedly LTFV imports of
bicycles from China. :

II. CONDITIONS OF COMPETITION

To understand how an industry is affected by unfair imports, we must examine the conditions
of competition in the domestic market. The conditions of competition constitute the commercial
environment in which the domestic industry competes with unfair imports, and thus form the
foundation for a realistic assessment of the effects of the dumping. This environment includes
demand conditions, substitutability among and between products from different sources, and supply
conditions in the market.

5 U.S. Steel Group v. United States, 873 F.Supp. 673, 695 (Ct. Int’l Trade 1994), appeal docketed, No.
95-1245 (Fed. Cir. March 22, 1995). :

¢ In examining the quantity sold, I take into account sales from both existing inventory and new production.
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A. Demand Conditions

An analysis of demand conditions tells us what options are available to purchasers, and how
they are likely to respond to changes in market conditions, for example an increase in the general
level of prices in the market. Purchasers generally seek to avoid price increases, but their ability to
do so varies with conditions in the market. The willingness of purchasers to pay a higher price will
depend on the importance of the product to them (e.g., necessity or luxury), whether they have
options that allow them to avoid the price increase, for example by switching to alternative products,
or whether they can exercise buying power to negotiate a lower price. An analysis of these demand-
side factors tells us whether demand for the product is elastic or inelastic, that is, whether purchasers
will reduce the quantity of their purchases if the price of the product increases. For the reasons
discussed below, I find that the elasticity of demand for bicycles is somewhat high.

Importance of the Product. The first factor that measures the willingness of purchasers to
pay higher prices is the importance of the product to purchasers. This importance will depend on
whether the product is considered a necessity” or a luxury” by the consumer. When the end use
product is considered a necessity, changes in the price of the product are less likely to alter demand
by the consumer. When the end use product is considered a luxury or non-essential good, changes
in the price of the product are more likely to alter demand by the consumer.

Generally speaking, bicycles are considered to be more of a non-essential purchase, rather
than a necessary product, such as food. Elasticity of demand for non-essential purchases are
generally higher. In addition, there are some differences in the elasticity of demand across the two
major bicycle market sectors, the mass merchandiser market sector and the independent bicycle
distributor (IBD) market sector.” The mass merchandiser market is the largest U.S. market sector,
accounting for 70 to 80 percent of apparent U.S. consumption by volume and about 50 percent by
value.® Since this market sector sells mostly lower end bicycles to price conscious consumers,’
consumer demand in this market sector appears to be sensitive to small changes in price.” In the
smaller IBD market sector, demand appears to be somewhat less elastic. These retailers sell lower
volume, higher quality, more costly bicycles with numerous frame and feature variations and focus
primarily on the adult market."

Alternative Products. A second important factor in determining whether purchasers would be
willing to pay higher prices is the availability of viable alternative products. Often purchasers can
avoid a price increase by switching to alternative products. If such an option exists, it can impose
discipline on producer efforts to increase prices.

In this investigation the record is not clear on the availability of alternative products that
provide the same or similar recreational and transportational benefits derived from bicycles. There
is some evidence that alternative recreational activities such as in-line skating may be a substitute for
bicycles.”” However, the record is largely silent on the availability of alternative transportation

71t is important to discuss buying preferences of the mass merchandisers and the IBDs, which act as
intermediaries, as well as those of consumers, since in this industry the large mass merchandiser
intermediaries appear to exercise some buying power. Under such circumstances, consumers can be thought of
as setting limits on the overall demand conditions -- the intermediaries will not pay more than their customers
are willing to pay -- while the buying power of intermediaries creates an additional price sensitivity. The
buying power of intermediaries is discussed below.

® CR at 1-43; PR at I1-27.

° CR at I-8; PR at II-5.

' Demand for this consumer durable product also depends on the level of general household income. The
higher the level of income, the more consumers tend to purchase bicycles.

' CR at I-48; PR at II-32. Despite some differences between bicycles sold in the two market sectors, there
exist significant actual and potential overlap. See discussion of like product in Commission majority’s views,
which I join.

"> CR at I-45; PR at II-31.
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devices that can substitute for bicycles on a price basis. I intend to explore these issues further in
any final investigation.
~ Buying Power. Another important demand factor is the apparent buying power exhibited by
the largest mass merchandisers. There are five large mass merchandisers that purchase two-thirds of
all bicycles sold in this market segment.” The evidence indicates that these buyers are able to
influence the selling price of domestic like product producers and imports. For example, Wal-Mart,
which has a buy American polic4y, is able to force domestic producers to sell at prices that are
competitive with import prices.'* Kmart and Sears have buy American preferences. The remaining
two big mass merchandisers, Target and Toys "R" Us, purchase 65 percent of all imports for the
mass merchandiser market sector and therefore have considerable buying power."

I find that the non-necessity nature of the product and the availability of alternatives indicates
an elastic demand for bicycles. The -apparent buying power of the large mass merchandisers further
increases the price sensitivity of demand. Thus, I find that the elasticity of demand for bicycles
appears to be somewhat high. That is, retail purchasers and consumers will reduce significantly the
amount of bicycles they buy in response to a general increase in the price of bicycles.

B. Substitutability

Simply put, substitutability measures the similarity or dissimilarity of products from the
purchaser’s perspective. Substitutability depends upon 1) the extent of product differentiation,
measured by product attributes such as physical characteristics, suitability for intended use, rate of
defects, convenience or difficulty of usage, quality, etc.; 2) differences in other non-price
considerations such as reliability of delivery, technical support, and lead times; and 3) differences in
terms and conditions of sale. Products are close substitutes and have high substitutability if product
attributes, other non-price considerations and terms and conditions of sale are similar.

While price is nearly always important in purchasing decisions, non-price factors that
differentiate products determine the value that purchasers receive for the price they pay. If products
are close substitutes, their value to purchasers is similar, and thus purchasers will respond more
readily to relative price changes. On the other hand, if products are not close substitutes, relative
price changes are less important and are therefore less likely to induce purchasers to switch from one
source to another.

Because demand for bicycles appears to be elastic, overall purchases will decline significantly
if the overall prices of bicycles increase. However, purchasers can avoid price increases from one
source by seeking other sources of bicycles. In addition to any changes in overall demand for
bicycles, the demand for bicycles from different sources will decrease or increase depending on their
relative prices and their substitutability. If bicycles from different sources are substitutable,
purchasers are more likely to shift their demand when the price from one source (i.e. subject
imports) increases. The magnitude of this shift in demand is determined by the degree of
substitutability among the sources.

Purchasers have three potential sources of bicycles: domestically produced bicycles, subject
imports, and nonsubject imports. Purchasers are more or less likely to switch from one source to
another depending on the similarity, or substitutability, between and among them. I have evaluated
the substitutability among bicycles from different sources as follows.

For purposes of this preliminary investigation, I have made the following determinations
regarding substitutability. First, I find that subject imports of bicycles from China are good
substitutes for most domestic bicycles. Second, I find that nonsubject imports are only somewhat
good substitutes for domestic bicycles and for subject imports. Thus, the shift in demand away from

subject imports would increase demand for domestic bicycles, and to a lesser extent nonsubject
imports.

' CR at I-48; PR at II-32.
4 CR at I-78-88; PR I1-43-46.
'S CR at I-78-88; PR at I1-43-46.
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Subject imports and domestic bicycles intended for the mass merchandiser market generally
conform to the same specifications, are used in similar applications and are sold through similar
channels of distribution. U.S. and Chinese producers make all current basic bicycle types and wheel
sizes and offer competitive models in the U.S. market.' Differences in styling, weight and other
distinguishing characteristics only somewhat reduce substitutability between them. Substitutability
appears to be particularly good in the mass merchandiser market sector. Approximately 72 percent
of subject import volume is sold in the mass merchandiser market segment, while 94 percent of
domestic production is sold in the same market.” Producer and importer questionnaires indicate that
they believe the U.S. and Chinese products designated for the mass merchandiser market are
comparable in terms of quality, though imports were credited by some as having higher quality
graphics, paint jobs, and finished frames."” The record shows that even mass merchandisers that
have a Buy American policy will choose domestic bicycles instead of subject imports only when
domestic producers match prices of available imports.” Substitutability appears to be somewhat
lower in the IBD market sector, where there is greater specialization and where U.S. producers
compete on a limited basis. Approximately six percent of domestic production and 28 percent of
subject imports by volume are sold in this market sector. There does appear to be some cross-over
of demand between the mass merchandiser and IBD markets.” Based on this information, I find that
on balance subject imports and domestic bicycles appear to be good substitutes.

Nonsubject imports appear to be only somewhat good substitutes for subject imports and
domestic production. Most nonsubject imports are sold in the higher end IBD market sector, while
most subject imports and domestic bicycles are sold in the lower end mass merchandiser market
sector. Consequently, I conclude that nonsubject imports appear to be only somewhat good
substitutes for subject imports and domestic bicycles.

Therefore, based on the available information, I find that purchasers would shift their
purchases to domestic bicycles and, to a lesser extent, nonsubject bicycles if the price of subject
Chinese bicycles increases.

C. Supply Conditions

Supply conditions in the market are a third condition of competition. Supply conditions
determine how producers would respond to an increase in demand for their product, and also affect
whether producers are able to institute price increases and make them stick. Supply conditions
include producers’ capacity utilization, their ability to increase their capacity readily, the availability
of inventories and products for export markets, production alternatives and the level of competition
in the market. For the reasons discussed below, I find that the elasticity of supply of bicycles
appears to be high.

Capacity Utilization and Capacity. Unused capacity can exercise discipline on prices, if there
is a competitive market, as no individual producer could make a price increase stick. Any attempt at
a price increase by any one producer would be beaten back by its competitors who have the available
capacity and are willing to sell more at a lower price. The domestic industry increased its capacity
by nearly 20 percent from 1992 to 1994.” In 1994, 32 percent of the domestic industry’s capacity to

' CR at I-6; PR at II-4.

7 CR at Table 1 and I-40; PR at Table 1 and I1-27. 70 to 80 percent of bicycles sold in the U.S. go

through the mass merchandiser market sector, with the remainder being sold through the IBD market sector.
CR at I-43; PR at 1I-27.

" CR at I-50-51; PR at II-34.
" CR at 1-78-88; PR at I1-43-46.

A 1994 Toys "R" Us study showed that 33 percent of bicycle shoppers at its outlets also shopped at
competitive retailers including IBDs. Tr. at 147. See also the discussion of like product in the Commission
majority’s views, which I join.

' CR at I-40; PR at I1-27.

2 CR at A-4, Table A-1; PR at A-4.
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produce bicycles was not used and therefore was available to increase production. This available
capacity exceeded the total quantity of subject imports in 1994.

Inventories and Exports. The domestic industry had significant inventories available at
the end of 1994 and exported some bicycles which it could have shipped to the U.S. market.® Thus
the domestic industry had available inventories and some exports that would allow it to fill the
demand supplied by subject imports.

Level of Competition. The level of competition in the domestic market has a critical
effect on producer responses to demand increases. A competitive market is one with a number of
suppliers in which no one producer has the power to influence price significantly. The domestic
bicycle industry is highly concentrated. Three large domestic producers account for 94 percent of
production and sell exclusively to the mass merchandiser market sector.” Nonetheless, the domestic
bicycles market is somewhat competitive. The large domestic producers have substantial unused
capacity. One of the big three, ***, has increased its capacity *** percent during the POI.
Testimony from *** Toys "R" Us, indicates that Roadmaster has ben significantly undercutting the
prices of its domestic and ingort competitors.” *** more than doubled *** value of sales from 1992
to 1994 while *** sales fell.

Five smaller producers that ship exclusively to the IBD market sector supply most of the
remaining six percent of domestic production not accounted for by the three major producers. In
addition, nonsubject imports, which primarily supply the IBD market, have a significant presence in
the U.S. market, accounting for 18.4 percent of consumption in 1994.” The record thus indicates
that there is some competition, primarily in the domestic IBD market sector, among domestic
producers and producers of nonsubject imports.

III. MATERIAL INJURY BY REASON OF ALLEGEDLY LTFV IMPORTS OF
BICYCLES FROM CHINA

The statute requires us to consider the volume of subject imports, their effect on domestic
prices, and their impact on the domestic industry. I consider each requirement in turn.

A. Volume of Subject Imports®

Subject imports increased from 2.25 million units in 1992, to 3.58 million units in 1993
and 3.96 million units in 1994. The value of subject imports of bicycles was $108.3 million in
1992, $194.1 million in 1993, and $221.3 million in 1994.” By quantity, subject imports held a
market share of 14.6 percent in 1992, 21.3 percent in 1993, and 23.8 percent in 1994. Their market
share by value was 8.6 percent in 1992, 13.8 percent in 1993 and 15.9 percent in 1994.* While it is
clear that the larger the volume of subject imports, the larger the effect they will have on the domestic
industry, whether the volume is significant cannot be determined in a vacuum, but must be evaluated in
the context of its price and volume effects. Based on the market share of subject imports in 1994

B CR at A-4, Table A-1; PR at A-4.
* CR at I-11; PR at II-6.

® Tr. at 118.

% CR at Table 8; PR at Table 8.

7 CR at A-3, Table A-1; PR at A-3.

% I have relied on combined import figures for China and Hong Kong. Undisputed record evidence indicates
that there are no known bicycle producers in Hong Kong and that all of the bicycles shipped through Hong Kong
are of Chinese origin. CR at I-39-40; PR at II-26-27. In any event, the volume of imports from Hong Kong is
relatively small. Id.

» CR at A-3, Table A-1; PR at A-3.
* CR at A-3, Table A-1; PR at PR at A-3.
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and the conditions of competition in the domestic bicycles market, I find that the volume of subject
imports is significant in light of its price and volume effects.

B. Effect of Subject Imports on Domestic Prices

: To determine the effect of subject imports on domestic prices I examine whether the domestic

industry could have increased its prices if the subject imports had not been dumped. As discussed,
both demand and supply conditions in the bicycles market are relevant. Examining demand
conditions helps us understand whether purchasers would have been willing to pay higher prices for
the domestic product, or buy less of it, if subject imports had been sold at fairly traded prices.
Examining supply conditions helps us understand whether available capacity and competition among
suppliers to the market would have imposed discipline and prevented price increases for the domestic
product, even if subject imports had not been unfairly priced. '

If the subject imports had not been dumped, their prices in the U.S. market would have
increased. Thus, if subject imports had been fairly priced, they would have become more expensive
relative to domestic bicycles and nonsubject imports. In such a case, if the bicycles are substitutable,
purchasers would have shifted towards the relatively less expensive products.

In this investigation, the alleged dumping margins for subject imports from China are large,
so that subject imports likely would have been priced significantly higher had they been fairly traded.
It is likely that, at the higher, fairly traded prices, most of the subject imports from China would
have been priced out of the market. Since subject imports and domestic bicycles are good
substitutes, and nonsubject imports are only somewhat good substitutes for subject imports and
domestic bicycles, most of the demand for subject imports would have shifted to domestic bicycles.
Since subject imports held a significant market share of 23.8 percent by quantity in 1994, such a
shift in demand to domestic bicycles would have been substantial. However, the elasticity of
consumer demand and the buying power of mass merchandisers indicate that any price increases by
domestic suppliers in response to this shift in demand would have been resisted.”

In addition to demand conditions, supply-side conditions would have prevented any attempt
by the domestic industry to increase its prices significantly. There is sufficient competition among
bicycle suppliers in the U.S. market and to a lesser extent from nonsubject imports. The major
domestic producers compete among themselves as well as to a limited extent with nonsubject
imports.” There is also significant excess production capacity, inventories, and some exports
available for increasing shipments to the U.S. market. In these circumstances, any effort by a
producer to raise its prices would have been beaten back by competitors. Price increases would not
have stuck even without unfairly priced subject imports.*

Therefore, significant effects on domestic prices cannot be attributed to the unfair pricing of
subject imports. Consequently, I find that subject imports are not having significant effects on prices
for domestic bicycles.

C. Impact of Subject Imports on the Domestic Industry

To assess the impact of subject imports on the domestic industry, I consider output, sales,
inventories, capacity utilization, market share, employment, wages, productivity, profits, cash ﬂow4,
return on investment, ability to raise capital, research and development and other relevant factors.’

* I note that the ability of *** to successfully demand that domestic producers match import prices provides
evidence of price suppression. See discussion above and CR at I-78-88; PR at I1-43-46.

%2 Seven U.S. producers, Huffy, Murray, Roadmaster, Cannondale, GT, Raleigh, and Trek represent nearly
100 percent of domestic production.

* I note that there is a possibility of small price increases in the more highly differentiated IBD market
sector. I intend to explore this more closely in any final investigation.

* 19 U.S.C. § 1677(7)(C)(iii).
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These factors together either encompass or reflect the volume and price effects of the dumped
imports, and so I gauge the impact of the dumping through those effects.

As discussed above, the domestic industry would not have been able to increase its prices
significantly if subject imports had been sold at fairly traded prices.” Therefore, any impact of
dumped imports on the domestic industry would have been on the domestic industry’s output and
sales.

In 1994, the market share of subject imports of bicycles was 23.8 percent by quantity, a
significant volume. At the same time, the market share of nonsubject imports was 18.4 percent, and
the domestic industry’s market share was 57.8 percent.

As discussed above, had subject imports not been dumped, the demand for subject imports
from China would have declined and demand for the domestic product would have increased.
Domestic producers could easily have increased their production and sales to satisfy the increased
demand. For the reasons discussed above, the domestic industry likely would have captured most of
the sales lost by subject imports. As a result, the domestic industry’s output and sales, and therefore
its revenues, would have increased significantly. I therefore find that, had subject imports not been
dumped, the impact on the domestic industry’s output and sales would have been significant.

Had subject imports not been dumped, the domestic industry would have been able to
increase its output and sales, and therefore its revenues, significantly. Consequently the domestic
industry would have been materially better off if the subject imports had been fairly traded.
Therefore, I find that there is a reasonable indication that the domestic industry producing bicycles is
materially injured by reason of allegedly LTFV imports of bicycles from China.

Iv. CONCLUSION

On the basis of the foregoing analysis, I determine that there is a reasonable indication that
the domestic industry producing bicycles is materially injured by reason of allegedly LTFV imports
of bicycles from China.

% As discussed above, the alleged dumping margins for subject imports from China are large, so that
subject imports likely would have been priced significantly higher had they been fairly traded. It is likely that,

at the higher, fairly traded prices, most of the subject imports from China would have been priced out of the
market.
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PART II
INFORMATION OBTAINED IN THE INVESTIGATION






INTRODUCTION

This investigation results from an antidumping petition filed by Huffy Bicycle Co., Dayton,
OH; Murray Ohio Manufacturing Co., Brentwood, TN; and Roadmaster Corp., Olney, IL, on April
5, 1995, alleging that an industry in the United States is materially injured and threatened with
material injury by reason of less-than-fair-value (LTFV) imports of bicycles from China.'
Information relating to the background of the investigation is provided below.’

Date Action

April 5, 1995 . . .. Petition filed with Commerce and the Commission;’ institution of Commission
investigation (60 FR 18611, April 12, 1995)

April 26 . ... ... Commission’s conference*

May1 ........ Commerce’s notice of initiation (60 FR 21065)

May 19 ....... Commission’s vote

May 22 ....... Commission’s determination transmitted to Commerce

The Commission has conducted several previous investigations on bicycles. In 1955,
pursuant to an investigation under section 7 of the Trade Agreements Extension Act of 1951 (a now
superceded escape-clause provision), the Commission determined that bicycles were being imported
in such increased quantities as to seriously injure the domestic industry. As a result, the President
partially suspended a 1947 tariff concession on items that caused the injury, thereby raising the tariff
level. The suspension remained in effect until 1968. Antidumping investigations were conducted in

1964 (Hungary), 1971 (West Germany) and 1982-83 (Korea and Taiwan). All resulted in negative
determinations by the Commission.’

THE PRODUCT AND THE U.S. MARKET

The product within this investigation’s scope is bicycles of all types,® whether assembled or
unassembled, complete or incomplete, finished or unfinished. (An unfinished bicycle is wholly or
partially unpainted or lacking decals or other essentially aesthetic material. An incomplete bicycle,
according to this investigation’s scope, is a frame and fork set imported in the same shipment with
any two of the following components: the rear wheel, the front wheel, the rear derailleur, a front
derailleur, any one caliper or cantilever brake, an integrated brake lever and shifter or separate brake
lever and click stick lever, crankset, handlebars with or without a stem, chain, pedals, and seat
(saddle) with or without a seatpost and pin.) The scope of this investigation is not intended to

' A summary of the data collected in the investigation is presented in app. A.
? Federal Register notices cited in the tabulation are presented in app. B.

* The petition alleged LTFV margins ranging from 38.56 percent to 103.61 percent on six models of
Chinese-produced bicycles. The alleged average margin is 74.95 percent.

“ A list of witnesses appearing at the conference is presented in app. C.

* The Commission’s views and corresponding staff reports for its investigations on Korea and Taiwan are
contained in Bicycles from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-110 and 111 (Preliminary),

USITC publication 1311, November 1982; and in Bicycles from Taiwan, Inv. No. 731-TA-111 (Final), USITC
publication 1417, August 1983.

® A bicycle is generally defined as any two-wheeled (in line) vehicle designed to be propelled solely by the
rider(s).
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include bicycle parts except to the extent that they are attached to or in the same shipment as an
unassembled or incomplete bicycle, as defined.

Bicycles are first and most generally classified by wheel size (diameter), basic type, and
number of speeds. Wheel sizes commonly range from 12 inches to about 28 inches. The most
widely used are 12 inches, 16 inches, 20 inches, 24 inches, 26 inches, 27 inches, and 27.56 inches
(70 cm, commonly referred to as 700C bikes), depending on the type of bicycle. The most common
types today include: (1) Sidewalk bicycles, or children’s bikes, lacking safety features necessary for
street use, with wheel sizes generally of 12 or 16 inches; (2) Motocross (BMX) or Hi-Rise bicycles,
also a juvenile bike but made for the street and generally with a wheel size of 16, 18, or 20 inches;
(3) Mountain (MTB) or All-Terrain (ATB) bicycles, a mostly recreational bike designed for use on
multiple surfaces, with wheel sizes generally of 24 or 26 inches; (4) Lightweight Road bicycles, a
highway and/or racing bike with a wheel size generally of 26, 27, or 27.56 inches; (5) Hybrid or
Cross bikes, combining the features of Mountain and Lightweight Road bikes with wheel sizes of 26,
27, and 27.56 inches; (6) Middleweights/Cruisers, a recreational bike designed more for appearance
than for performance, with wheel size usually of 26 inches; and (7) all others, which include tandem
bicycles, industrial bicycles, recumbent bicycles, folding bicycles, custom-made bicycles, and other
specialty types that constitute a relatively small portion of current consumption. The speeds available
for bicycles, depending on the type, range from 1 to more than 20.

While bicycle wheel sizes have remained relatively consistent in recent periods, the basic
types, relative mix of types, and number of speeds available have changed markedly. From 1991 to
1994, for example, Lightweight Road bicycles fell from an estimated 8 percent of the U.S. market to
less than 1 percent.” (In the early 1980s they constituted the bulk of U.S. consumption). In the
same period, Mountain bikes and Cruisers rose from an estimated 44 percent to 52 percent.® Hybrid
or Cross bikes are a relatively recent phenomenon, designed to have the recreational versatility of the
Mountain/All-Terrain bike and the roadability of the Lightweight. The number of speeds available
has tended to increase in recent years.

Within the basic characteristics of wheel size, type, and number of speeds there is a wide
range of makes and models available, distinguished by brand name, styling characteristics,
component makeup, fabrication techniques, weights, and price--all of which are highly important
from a competitive point of view in the U.S. market. Certain types of components, which
themselves vary greatly in composition and design, are as important to the marketability of the
bicycle as the bicycle itself, and certain makes or models of bicycle components, such as those
produced by Shimano of Japan, are shared by a large number of bicycle producers worldwide. No
two manufacturers produce completely identical bicycles, and they further differ in terms of the
range of product they individually offer. Coll