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REPORT TO THE PRESIDENT

U.S. Tariff Commission, -
November 19, 1971.

To the President:

In accordance with section 301(f) (1) of the Trade Expansion Act
of 1962 (76 Stat. 885), the U.S. Tariff Commission herein reports the
results of an investigation made under section 301(b) (1) of that act,
relating to television receivers und certain parts thereof.

The investigation was undertaken to determine whether television
receivers and parts thereof, provided for in item 685.20 of the
Tariff Schedules of the United States (TSUS), are, as a result in
major part of concessions granted thereon under trade agreements,
being imported into thé United States in such increased quantities
as to cause, or threaten to cause, serious injury to the domestic
industry producing like or directly competitive products.

The investigation was instituted by the Commission on June 8,
1971, upon petition filed under section 301(a) (1) of the Trade
Expansion Act of 1962 by three major unions (the International
Association of Machinists and Aerospace Workers, AFL-CIO; the Inter-
national Brotherhood of Electrical Workers, AFL-CIO; and the
International Union of Electrical, Radio‘& Maéhine Workers AFL-CIO-
CLC) representing workers in the U.S. television recqiver indﬁstfy.
The petitioners alleged that imports of television receivers have
seriously injured the U.S. industry that produces like or directly
competitive articles and that a restoration of the 1930 rate of duty

(35 percent ad valorem) is necessary to remedy such injury.



.. Public notice of the institution of the investigation and of a
public hearing to be held in connection therewith was given in the

Federal Register of June 12, 1971 (36 F.R. 11491). On August 20,’

1971, the Commission postponed the date of the hearing from August 24
to October 6, 1971. Notice of the postponement was published in the

Federal Register of August 24, 1971 (36 F.R. 16614). The hearing was

held October 6-13, 1971. All interested parties were afforded oppor-
tunity to be present, to produce evidence, and to be heard. A
transcript of the hearing and copies of briefs submitted by interested
parties in connection with the investigation are attached.

On March 4, 1971, the Tariff Commission advised the Secretary of
the Treasury of its unanimous determination that an industry in the
United States was being injured.by reason of the importation of
television receiving sets, monochrome and color, from Japan at less
than fair value within the meaning of the Antidumping Act, 1921, as
amended. As of November 1, 1971, the Treasury Department had not
assessed dumping duties on the less-than-fair-value imports; however,
customs officials were €ontinuing to compile and analyze data concern-
ing these imports in order that they might properly assess such duties.

Since June 1970 the Commission has conducted three different
investigations involving imports of television receivers and 19
investigations involving imports of television receiver parté. The
parts involved in these investigations include articles entered under
TSUS item 685.20, which covers parts of television receivers that

are not specially provided for elsewhere in the TSUS (tuners,



deflection components, and so forth), as well as those that are pro-
vided for by name under other TSUS item numbers (capacitors, receiving
tubes, and so forth). These tecent investigations by the Commission
include four that were conducted under the Antidumping Act and four
firm and 14 worker investigations conducted under sections 301(c) (1)
and (2) of the Trade Expansion Act of 1962. A list of the investiga-
tions, including the articles involved and the Commissioners' findings,

is shown in table 1.
Finding of the Commission

On the basis of its investigation, the Commission finds (Com-
missioner Moore dissenting) that television receivers and parts thereof
provided for in item 685.20 of the TSUS are not, as a result in major'
part of conceséions granted under trade agreements, being imported
into the United States in such increased quantities as to cause or
threaten to cause, serious injury to the domestic industry producing

like or directly competitive products.
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Views of Chairman Bedell, Vice Chairman Farker,
and Commissioner Young

This statement expresses our views for our negative determination
under sectioﬁ 301(b) of the Trade Expansion Act of 1962 in this industry
investigation nmade upon petition of three major labor unions represent-
ing a substantial number of the workers in the U.S, television receiver
industry.

Our determination is in the negative for the reason that all of
the statutory conditions prerequisite to an affirmative determination are
not satisfied.

Television receivers are being imported into the United States
in increased quantities, Import data show that television receivers
from all sources have increased in every year from negligible quantities
in 1961 to over Li.5 millicn receivers in 1970; imports during January-
June 1971 indicate a continuing increase. Although television receivers
are being imperted in increazsed quantities, it is our opinion that the
increase in imports is not "as a result in'major part of concessions
granted under trade agreements" as required by section 301(b)(1l) of the
Act., Failure to meet this statutory condition is the basis of our nega-
tive determination.

The import duty epplicetle teo television receivers has been reduced
on successive occasions in trade agreements, the latest of which was the
Kennedy Round of negotiations concluded in 1967. A number of other fac-

tors, however, have affected international trade and competition in the



‘ United States between foreign receivers and those produced in the
United Statese.

A more than significant.contribution to the increase in imports
of television receivers occurred under the provisions of item 807.00
¢f the Tariff Schedules of the United States which authorize partiél
exemption from duty under certain conditions.l/Between 1968 and 1970,
for instance, the incresse in annual imports of television receivers
‘under item 807.00 accounted for 42 percent of the increase in iotal
annual imports of such articles. The bulk of the receivers entered
under item 807.00 was imported by or for the account of domestic pro-
ducers.

Japan is the only significant source of imported television re-
ceivers aside from those foreign countries whose receivers entered under
item 807.00. A number of factors unique to Japan are contributing to
the increase in imports into the United States of both Japanese brand
name receivers and private label receivers.

Among the more obvious of these factors or "pressures®™ on the mar-
ket was the dumping of televisipn receivers in the United States by pro-
ducers of receivers in Japan. The U.S. Department of the Treasury de-
termined under section 201(a) of the Antidumping Act,'l92l, that
television receivers from Japan were being or were likely to be sold in
the United States at less than fair value. Following an appropriate in-
vestigation the Tariff Commission in March 1971 determined that such

imports were causing injury to producers of televisicn receivers in this

1/ Under item 807.00 the dutiable values of such imports of television -
receivers are reduced by subtracting the cost or vzlue of fabricated
components of U.S. origin assembled there.n sbraad.




country. l/ Accordingly, the Treasury Department has issued a finding
of dumping, subjecting such receivers to dumping duty in appropriate
instances. The unfair low price was part of an aggressive pricing policy
that generated sales in the United States and a commensurate increase
in imports;

| Besides those mentioned above, the following factors stimulated
increased U.S. imports of television receivers: A variety of export in-
centives on the part of the Governmment of Japan and the Japanese tele-
vision industry to bolster production well in excess of home market re-
quirements; g/ a more rapid increase in labor productivity in the tele-
vision industry in Japan as compared with the industry in the United
States, and the substantially lower wage ratés in that country; the un-
realistically low value of the yen compared to the dollar resulting in
exchange rates extremely favorsble to the television receiver industry
in Japah; and the joint sharing of research and development work and
costs by the receiver producers in Japan.

While it would be difficult t§ evaluate the relative effect that
each of these "other factors" has had on the level of U.S. imports of
television receivers, it is our opinion that their aggregate effect far
outweighs the effect of tariff concessions. Thus, we find that the
increased imports of television receivers are not as a result "in major

part® of U.S. tariff concessions, which requires a negative determination.

1/ U.5. Tariff Commission Publication No., 397, March 1971.
g/ Exports generally comprise over one-third of total output of tele-
vision receivers in Japan.



Views of Commissioner Sutton

Since mid-1970 the Tariff Commission has conducted a number of
investigations under the provisions of the Trade Expansion Act of
1962 involving the products that are of concern in the case at hand,
i.e., television receivers and parts of television receivers classi-
fiable under TSUS item 685.20. In those investigations, 1/ I found
that television receivers, as well as the parts of television receiv-
ers that were involved, were not being imporféd in increased quanti-
ties as a result in major part of concessions granted under trade
agreements. With regard to imports of television receivers, I con-
cluded that the sale of Japanese television receivers at less than
fair value within the meaning of the Antidumping Act, 1921, and the
duty-saving provision of item 80T7.00 of the Tariff Schedules of the

United States (TSUS) g/ have contributed more to the rising trend of

| —

l/ Television Receivers: Production and Maintenance Workers at RCA
Corp. Plant, Memphis, Tenn. . . ., Investigation No. TEA-W-TO, TC Pub-
lication 376, March 1971, pp. 7-8; Television Receivers, Radios, and
Phonographs: Former Workers at the Emerson Television and Radio Com-—
pany, Jersey City, N.J. . . ., Investigation No. TEA-W-TT, TC Publi-
cation 380, April 1971, p. T7; Electronic Components and Apparatus and
Allied Products: Production and Maintenance Workers of the F. W.
Sickles Division, General Instrument Corporation, Chicopee and Ludlow,

Massachusetts . . ., Investigation No. TEA-W-21, TC Publication 329,
July 1970, pp. 3-5; Coils and Antennas: Bel-Tronics Corporation,
Addison, Illinois . . ., Investigation No. TEA-F-19, TC Publication

385, April 1971, pp. 3-5; Deflection Yokes and Horizontal Output
Transformers: Former Workers at Advance Ross Electronics Corp. Plant,
Washington, Iowa . . ., Investigation No. TEA-W-80, TC Publication 386,
April 1971, pp. 3-k.

2/ Under this item, U.S. duty is assessed on the value of the im-
po;%ed artidle less the value of the U.S. components contained therein.




imports than the trade-agreement concessions. With regard to parts of
television receivers, I found that, whereas impo;ts had increased, the
increase could not have bgen caused in major part by trade-agreement -
concessions which, like those applicaBle to television receivers, had
mostly been granted some two decades or more earlier. Indeed, in the
two decades preceding the investigations, the total duty reduction
applicable to television receivers and parts thereof provided for in
TSUS item 685.20 had been 6.5 percentage points.

For these same reasons, I have concluded in the instant investi-
gation that the increased imports of television receivers and parts
thereof provided for in ..JS item 685.20 are not in major part the
result of trade-agreement concessions. Hence, thé conditions imposed
by section 301(b)(1) of the Trade Expansion Act for an affirmative

determination have not been met, and I have found in the negative.



Views of Commissioner Leonard

In the present case, the conditions imposed by section 301(b) of
the Trade Expansion 4ct of 1962 have not been satisfied and, therefore,
the determination must be in the negative, Although television re-
ceivers are being imported intc the United States in increased quantities,
the increased quantities have not occurred as a result in major part of
concessions granted under trade agreemeﬁts, Since the increased quan-
tities of imports are not attributable in major part to concessions
granted under trade agreements, it is not necessary to cousider the
existence, or likelihood, of serious injury to the domestic industry,

Under the statute a causal relationship must be established
whereby the increased imports, which are alleged to be causing or
threatening serious injury, are the result "in major part" of trade
agreement concessions. The interpretation of "in major part" is
controiling when measuring the factual situstion of the particular case
against the concession-import causation requirement of the statute.
In 1962, with the enactment of .the Trade Expansion Act, Congress made
the concession-import causation requirement more stringent. Prior te
the 1962 Act, it was necessary to find a causal connec;ion "in whole
or in ?artf&/ between trade-agreement concessions and increased imports

rather than "in major part’ as required by the 1962 Act.

1/ Trade Agreements Extension Act of 1651, Ch. 141, Sec. 7(a) 65 Stat. 74 .
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The bill which became the 1962 Act was initially passed by the
House of Representatives stating:

. . . the Tariff Commission shall promptly
make an investigation to determine whether,

as a result of concessions granted under

trade agreements, an article is being imported
into the United States in such increased quan-
tities as to cause, or threaten to cause,
serious injury to the domestic industry pro-
ducing an article which is like or directly
competitive with the imported article.l/

The Senate Finance Committee felt that the language as passed
by the House of Representatives might be interpreted to mean that trade-
agreement concessions must be the 'sole'" cause of the increased imports
and amended the language to provide that the increased imports shouid
be caused in major part by trade-agreement concessions. The Senate
Finance Committee commented on the language change as follows:

The amended language provides that the
Tariff Commission investigation shall be made
to determine whether 'as a result in major part
of concessions granted under trade agreements'
the article is being imported in such quantities
as to cause or threaleun serious injury to the
domestic indistry.2/

The Committee report stated further:

The bill as it came to the Committee might
heve made it difficult for industries which felt
that they had been injured to prove their case
under the escape clause. The language of the bill
could have been interpreted to mean that the in-
creased imports as a result of concessions were
the sole cause of the injury. While this may not
have been the intent of the bill, the amendment
makes it clear that the Tariff Commission need
find only that the tariff concessions have been
the major cause of increased imports and that such
imports have been the major cause of the injury.3/

1/ H.R. 11970, 87th Cong., 2nd Sess., June 12, 1962, Sec. 301(b)(1), p. 27.
2/ Sen. Rep. No. 2059, 87th Cong., 2nd Sess., p. 5 (1962).
3/ Sen. Rep. No. 2059, Ibid. p.5.
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The Finance Committee's changes were accepted by theFSénate
and then by the House and became part of the 1962 Act. The amendment
clarified the intent of the section by making it clear that concessic
need not be "the sole cause" of increased imports but that they must

be "the major cause" of the increased imports. The ordinary meaning

the word "major" according to Webster's New International Dictionary
is "greater in number, quantity, or extent.'"1l/ BlggkLg_Lgﬂ_Dig&iQﬂ!;

defines '"major" as '"greater or larger.'"2/ The interpretation of
"major'" requires that its statutory meaning be viewed further in 1ligh
of the seriousness of escape-clause withdrawal of trade-agreement con
cessions. The seriousness with which Congress views escape-clause
actions is reflected by the statement of tﬁe House Ways and Means
Committee in its report on the Trade Agreements Extension Act of 1958
Escapes from international obligations
authorized by the Congress in return for re-
ciprocal obligations should not be lightly
permitted. The proof of serious injury
alleged to be threatened or to have resulted
from imports should be convincing since there
are important effects of escape-clause actions
on our trading partners and the American public.3/
Considering the ordinary meaning of "major" in accord with the
Congressional concern that escape-clause actions should not bellightly

permitted and the Congressional expression that trade concessions must

{
be the major cause of the increased imports, it is clear that the

1/ Webster's New International Dictiona » 2nd ed., (Springfield, Mas
—— =W nleInational Dictionary
G & C Merriam Co., 1961).

2/ Black's Law Dictionary, 4th ed., (St. Paul, Minn.: West Publishing
1968).

3/ H. Rep. No. 1761, 85th Cong., 2nd Sess., =. 1

P
L]
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statutory language "in major part' requires that trade concessions
be a greater cause of increased imports than the other causes of
increased imports.

Causes other than trade-&greementvconcéssions have been greater
than such concessions in bringing about increased imports of television
receivers and certain parts. The U.S. rates of duty applicable to
imports of television receivers and parts have been reduced sub-
stantially--from a rate of 35 percent ad valorem before any trade
agreements were negotiated to 6 percent ad valorem currently. However,
the major concessions, accounting for about two-thirds of the total
duty reduction, occurred more than two decades ago--before the existence
of a sigpificant source of foreign imports.

The rate of duty applicable to television receivers and parts
was 12.5 percent ad valorem (effective June 6, 1951) when the television
industry in Japan, currently the major source of U.S. imports, first be-
gan production in 1953. By mid-1958, the rate had been reduced to 10.5
percent ad valorem and“the Japanese industry was producing annually over
1 million sets; by 1961, it was producing over 4.6 million‘;eceivers.
Despite the increased Japanese production and the relativel& large
reductions in the U.S. duty since 1930, exports to the United States
were very small, fluctuating at less than 1 percent of Japanese output
except in 1955 when 25 percent was exported to the United States. The
evidence is clear that U.S. tariff concessions were not an inducement
to export even though in 1961 the Japanese industry was producing about

three-fourths as many sets as were the U.S. producers. It can only be
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concluded that factors other than tariff concessions resulted in the
growth of exports from Japan which followed.

More important than concessions in causing teievision imports
into the United States to increase was the operating environment of
the Japanese television industry.

The Japanese television industry increased production and
exports rapidly by reason of (1) the introduction of U.S. technology,
(2)Vthe incentives provided by the Japanese government, (3) a competitive
cost structure which included relatively low-wage labor, and (4) a unique
system of industry coordination through associations of executives and
through guidance from the Japanese government.

(1) Technology.--U.S. firms licensed Japanese firms first in
monochrome receivers (1953) and then in color (1962), thus providing
a technological base fqr production. The Japaneée developed from that
base a high technological competence.

(2) 1Incentives.--The Japanese government, by law, provided
Japanese producers with incentives to produce for export. The incentives
included favorable tax treatment, special financial treatment, an export
insurance program, and the services of the Japan External Trade Research
Organization. The imcentives were significant to Jap;nese producers in
the period of heavy investment in capital equipment and in their efforts
to establish their products in the U.S. market.

(3) Cost structure.--The cost structure of the Japanese television

industry by reason of relatively low wage labor, permanent employment,
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trast to maximizing profit as in the United States). 1In magimiziné
output, producers looked to export markets to absorb supply iq excess of
home market demand,

(4) Industry organization,--The Japanese television industry has
been coordinated by associations of éxecutives and by ministries of the
Japanese government, as necessary, to achieve orderly marketing. Under
various laws, the government has set minimum export prices, directed some
research efforté and expenditures, and ad&ised on production goals, The
industry executives have participated in making policy, implementing
policy, and consulting on common industry problems such as excess in-
ventory and consumer pProblems.

No effort is made to quantify precisely the benefits.accruing
to Japanese interests as a result of the makeup of thgir television
industry or the law of their land. 71t is maintained, however, that, during
the period from 1951 tﬂ%ough 1967, these benefits far outweighed a reduction
of 2.5 Peércentage points in the ad valorem duty applicable to television
receivers ahd parts, Further, the viability of the Japanese indusﬁry was
well established during this period and the ability to compete effectively
with U.S. producers was achieved. The Japanese television industry, because
of factors other than concessions, had.obtained a significant share of the

J.S. market.
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From 1968 through 1970, the rate of duty was reduced 3 percentage
points to 7 pefcent ad valorem. During that period Japanese production
increased to 12.4 million sets annually (6.0 miiiion monochrome and 6.4
million color) and exports to the United States increased to 3.3 million
sets an increage of 1.6 million sets over the number exported in 1967.
The further duty reductions did not hurt the competitive position of the
Japanese, but the die had been cast long before, and these Kennedy Round
reductions were certainly not the major cause of the increase in imports
during this period from Japan.

Imports ffom Taiwan and Mexico during the same period rose from
37,000 units to 1.2 million sets. Thus, in the short span of three years,
imports from foreigh subsidiaries of U.S. firms in the U.S. television
receiver industry have captured 26 percent of U.S. imports and have
accounted for appr&ximately 42 percent of the increase in imports in those
years. |

The rapid increase in imports of television receivers into the Unite
States from Taiwan dnd Mexico, likewise, were caused largely by economic
factors other than tariff concessions. Since 1965 the governments of
the Republic of China and Mexico have provided special incentives to
foreign enterprises which produce for export, Foreigh producers in Taiwan
had the advantages of tax holidays for as many as five years and in both
Taiwan and Mexico foreign producers benefited from duty-free import and
export operations and an abundance of low-wage labor estimated to be one-
fourth to one-half the cost of labor for similar operations in the United
States. In Taiwan, some Japanese firms as well as some major U.S, pro-

ducers availed themselves of those economies. In Mexico, these incentives
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were available to U.S., firms which conducted operations within a zone
12.5 miles from the U.S. border.

Again, no effort is made tobquantify precisely the benefits
accruing Eb U.S. firms as a result of their foreign assembly operations.
However, it is maintained that such benefits far outweighed a reduction
of 3 percentage points in the ad valorem duty applicable to television
receivers as an impetus to imports.

In conclusion, the makeup of the Japanese television industry
including the use of U.S. techﬁology, government incentives, a competitive
cost structure, and industry coordination, and the incentives to pro-
ducers to locate in Taiwan and Mexico were,g;eater causes of increased
imports of television receivers into the United Stafes than were trade
agreement concessions; and, therefore, increased imports are not in

major part the result of trade agreement concessions.
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Dissenting Views of Commissioner Moore

On petition filed by three major unions representing U.S. workers
producing television receivers and parts thereof, the Commission has
conducted this investigation to deﬁermine whether the domestic indus-
try producing TV sets meets the statutory criteria set forth in section
301(b) (1) of the Trade Expansion Act of 1962 to qualify for tariff ad-
justment and other assistance. This case is the most recent of several
under the Trade Expansion Act involving impor;s of television receivers
and parts provided for in item 685.20 of the Tariff Schedules of the
United States. 1/

Section 301(b) (1) establishes four conditions which, if met, re-
quire that an affirmative determination be made. As applied to the
case at hand, the four conditions are as follows:

(1) Imports of television receivers must be increasing;

(2) The increased imports must be a result in major part
of trade-agreement concessions;

(3) The domestic industry producing television receivers
must be seriously injured or threatened with
serious injury; and

(4) The increased imports must be the major factor caus-
ing or threatening to cause the serious injury.

As in earlier decisions in cases under the Trade Expansion Act
relatingvto television receivers, I have found here that each of the
foﬁr conditions is met, and thué have made an affirmative determina—
tion that the domestic-televisien industry is threatened with serious

injury.

1/ See table 1 in the Appendix.
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Increased imports

It must be clear even to the casual observer, that television
receivers are being imported into the United States in increasing
quantities. In just 4 years, 1967-70,‘U;S. imports of television
‘receivers nearly tripled in both quantity and value. Entries rose
from 1.6 million sets valued at $124 million in 1967 to 4.5 million
sets valued at $316 million in 1970. The upward trend has continued in
1971. Imports in the first half of 1971 amounted to 2.5 million sets
valued at $191 million as compared with 1.9 million sets valued at
$129 million in the corresponding period of 1970. Monochrome and
celor receivers shared about equally in the recent import growth;
entries from abroad of monochrome sets, in terms of value for example,
rose from $71 million in 1967 to $174 million in 1970, while imports
of color sets increased from $53 million in 1967 to $142 million in
1970. These imports, moreover, captured a growing share of the U.S.
market for television receivers; sets produced abroad accounted (in
terms of quantity) for 37 percent of apparent U.S. consumption in
1970 and 40 percent in January—June 1971, compared with only 15 per-

cent in 1967.

In major part

The second requirement of the statute is that the increased im-
ports must have resulted in major part from trade-agreement concessions.
In the Commission investigations cited earlier, I found that imports

of television receivers could not have increased to the extent they
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did without the advantages afforded by trade-agreement concessions and
that consequently, for purposes of the statute, the increased imports
of TV sets have resulted inxméjor part from such concessions. The
evidence obtained by the Commission in this investigation confirms my
earlier conclusion.

It should be pointed out that imported television receivers con—
sist almost entirely of sets that are 19" or smaller in screen size.
They are largely portables, not console modeig which are items of dec-
orative furniture and a source of home entertainment. They lafgeiy
serve the market for inexpensive sets for those who cannot afford con-
sole models and for those who desire second or third sets in the house-
hold, especially for children's use. Price, then, is the single most
important competitive factor determining sales of such TV sets in the
markétplace. Hence, the U.S. trade-agreement concessions which
directly affect the price at which imported TV sets can bé sold are
now, and have been, highly signifiéant to the competitive position of
the imported sets in the U.S. market.

The rate of duty dpplicable to television receivers has been re-
duced progressively to carry out trade agreements from 35 percent ad
valorem in 1930 to 6 percent ad valorem in 1971; it will‘become > per-
cent ad valorem in 1972 to carry out the last stage of the Kennedy-
round concessions. As indicated in an earlier case, 1/ if the 1930

duty rate had not been reduced, the increased imports would not have

’

l/ Television Receivers: Production and Maintenance Workers at RCA
Corp. Plant, Memphis, Tenn. . . ., Investigation No., TEA-W-70, TC
Publication 376, March 1971, p. 5.
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occurred, because the duty applicable to an imported television re-
ceiver having a foreign value of $200 would be $70, or $58 more than
the $12 duty in 1971. Under such circumstances imports would not have
had a price advantage in the domestic marketplace. 1/ .

Applying the 1948 GATT concession rate of 15 percent ad valorem,
imported TV sets would, in most instances in 1971, have an insignifi-
cant price advantage ét the wholesale level under present market con-
ditioms.

Considering the sharp price competition among the various brands
of television receivers available to the.U.S. consumer, the advantage
‘given to foreign producers by trade-agreement concessions frequently
has been decisive in the marketplace.

I cannot concur with those who regard the earlier dumping of tele-
vision receivers by Japan as a factor mcre important than trade-
agreement concessions in influencing the rise in U.S. imports. Even
assuming that such dumping contributed to an increase in imports at
the time it occurred in 1970, nevertheless, imports of TV sets from
Japan sipce the time dumping duties were imposed have been at record
high levels. It must be concluded, therefore, that the dumping of TV
sets is pot now a factor affecting the present competitiveness of
imports from Japan.

The report of the Commission which accompanies the Commissioner's
opinions describes a number of considerations other than trade-
agreement concessions which may have had an effect on increasing im-

ports of television receivers into the United States. While it is

1/ See page A-3l; of the report.
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true that these considerations have created favorable conditions under
which TV sets could be exported from foreign countries, it is my opin-
ion that these considerations were not the major cause of increased U.S.
imports. The incentives which certain foreign governments provided for
their exporters, pius advantages that may have accrued to foreign in-
dustries from the industrial and political environment in which they
operated, were minimal as compared with trade-agreement concessions
without which the U.S. market could not have been penetrated on a pre-
dictable basis. Principally as a result of the lower U.S. rates of
duty, imported Japanese television sets could undersell domestically

produced television receivers by a significant margin.

Serious injury

The third requirement of the statute is that the domestic indus-
try producing television receivers must be seriously injured or
threatened with sericus injury. By any reasonable standard, the eco-
nomic condition of the industry has been deteriorating--production
facilities have been closed, output has declined sharply, employment
is down substantially, profits have almost disappeared. These facts
tell only one story--the industry is threatened with serious injury.

In the last 3 years, the number of concerns assembling television
receivers in the United States has declined by a foﬁrtﬁ, and in the
last 4 years the number of télevision aésembly plants has dropped by
nearly a third. Fifteen U.S. firms were producing television receiv-
ers in 1971, compared with 20 in 1968. TV sets were being assembled
in 24 establishments in 1971, compared with 34 in 1967. Shipments

of domestically produced television receivers have declined sharply.
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Such shipments were 35 percent smaller in 1970 than in 1966, declining
from 12.0 million sets to 7.9 million. Although shipments of U.S.-made
sets rose slightly in the first half of 1971 in response to markedly
increased domestic demand, the domestic maﬁufacturers continued to

drop behind in their share of the market, supplying 60 percent of ap-
parent U.S. cons;mption in January-June 1971 compared with 63 percent
in.the corresponding period of 1970.

The employment afforded workers in the assembly of television re-
ceivers in the United Sfates has dropped substantially in recent years.
The number of production and related workers so engaged declined by
36 percent between 1966 and 1970, and the number of man-hours worked
in TV assembly lines declined by 42 percent in these yeafs. Thus, not
only were fewer workers employed in the assembly of TV sets, but aver-—
age annual man-hours per worker were 9 percent smaller in 1970 than
in 1966.

The financial condition of the domestic producers in the assembly
of television receivers has suffere& in recent years. During the in~
vestigation, fitms accountiqg for the great bulk of shipments of
domestically produced TV sets reported data on tﬁeir financial experi-
ence to the Commission. In 1966 the net 6perating profit of establish-
ments in which TV sets were assembled averaged 7.5 pérceht of net sales;
fifteen of the 16 companies reporting data earned profits. ﬁy 1970,
net operating profits had almost disappeared, averaging 0.6 pércent of
net sales; only 4 of the 16 companies earned profits in that year,

while 11 sustained losdes, and 1 had ceased the domestic production of
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IV sets. Moreover, only 2 of the 16 companies have consisténtly earned
profits on the operation of their'TV-assembly establishments throughout
the past 5 years, and their pfbfit positions have worsened materially.
The remaining 13 companies producing TV sets inv1970 sustaéined sub-
stantial aggregate losses in that year, equivalent on the average to
5 percent of their net sales.

In light of the above factors, it is eminently clear that the do-
mestic industry producing television receivers is threatenéd with |

serious injury.

Major factor

The final requirement of the statute is that concession-generated
increased imports must have been the major factor causing or threaten-
ing to éause serious injury to the domestic television industry.

In this case, an immediate and direct causal relationship between
increased imports of television receivers and the serious injury threat-
ening the domestic industry is clear. The deterioration in the eco-
nomié vigor of the domestic operations of the industry--the decline
in output, employment, and profits--has coiﬁéided with, and resulted
from, the growing penetration by imported TV sets in the U.S. ma;ket
as cited ahove.

With a crippling loss in sales and accompanying pressure on prices,
thé domestic television industry, as a last resort, turned to importing
TV sets and parts thereof in an attempt to meet competition from for-

eign producers. Domestic producers imported television sets from Japan
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under their own label; they have established overseas plants (Taiwan
and Mexico), and imported television receivers under the provisions of
item 807.00 of the Tariff Schedules of the United States {(under which
the duty is paid only on the value added abroad). By these actions
U.S. producers have sought to avoid serious injury and to meet the
compeﬁition of concession-generated increased imports. That these
efforts have failed ié abundantly clear from the evidence secured
during this investigatioa. Thére are no factors other than concession-
generated increased imports which fit the statutory language "the
major factor" threatening to cause serious injury to the domestic in—

dustry.

Conclusion

Considering all the evidence secured during this investigation, 1
believe that the increasing imports due in major part to trade-
agreement concessions is the major factor threatening serious.injury

to the domestic television industry.
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INFORMATION OBTAINED IN THE INVESTIGATION
Description and Uses

A television receiver converts a transmitted television signal
into its original elements--i.e., video, synchronizing, and audio--and
by means of these elements reproduces the picture and sound originally
transmitted. The video element controls the intensity of the electron
beam(s) in the television picture tube. The synchronizing element
positions the electron beam(s) in the picture tube. The audio element
controls the sound emission.

Monochrome (black and white) receivers have one electron gun which
directs an electron beam at the picture-tube face. The back of the
picture-tube face is coated with a phosphor which glows in shades
between black and white depending upon the intensity of the electron
beam.

The rudiments o6f a color television receiver differ from those of
a monochrome receiver. Most color television receivers utilize three
electron guns in the picture tube, one each to energize red, blue, or
green phosphors which are coated on the back of the picture-tube face.
(Color television receivers marketed by Sony Corp., a Japanese
producer, utilize a single electron gun. By means of_ﬁ unique switch-
ing arrangenent the single-gun tube achieves results similar to a
three- gun tube.)

The circuits in a color television receiver are more numerous and
complex than those in monochrome receivers. Color receivers also

contain more active compenents (e.g., transistors and tubes) and
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passive components (e.g., resistors, capacitors, and inductors).
Consequently, the color receivers are more difficult to design, manu-
facture, and maintain than monochrome receivers.

The largest single use of television receivers is for home

entertainment. They are also used widely in industry and in educa-

tional systems.

U.S. Tariff Treatment

Television receivers were not an article of commerce at the time
of the enactment of the Tariff Act of 1930 and consequently were not
specially provided for in that legislation. However, as import trade
developed for these articles, they were classified for duty purposes
under the provisions of paragraph 353 of the 1930 act. Since
August 31, 1963, the effective date of the TSUS, television receivers
and those parts of such receivers not specially provided for hav§
been dutiable under TSUS item 685.20. Tuners, deflection yakes,
antennas, flyback transformers,'chassis, and cébinets are included
among the parts classifiable under item 685.20. 1/

Pursuant to successive trade-agreement concessions, the rate of
35 percent ad valorem abplicable to television receivers under the
1930 act has been reduced to the current (1971) rate of 6 percent ad
valorem. This rate will be further reduced to 5 percent when the
final stage of the concession granted in the Kennedy Round negotiations

becomes effective on January 1, 1972. No rate distinction exists

1/ Prior to the effective date of the TSUS, most, if not all, of
these parts were classified under paragraph 353 of the Tariff Act of

1930.
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either between monochrome and color receivers or between receivers
with varying screen sizes. The 1930-72 rate history applicable to
television receivers and parts not specially provided for is given

in the following table.

Television receivers and certain parts thereof: U.S. rates
of duty, 1930-72

Effective date : Raszt;f Authoriﬁy

: Percent
: aa val.

June 18, 1930-------------o-- : 35 : Tariff Act of 1930.

Jan. 1, 1939---c-coccoo : 25 : Trade agreement with the
: : United Kingdom.

Jan. 1, 1948----ccoec . : 15 : GATT 1/ concession.

June 6, 1951 2/-——oo____ : 12.5 Do.

June 30, 1956--------ccce-- : 11.5 : Do.

June 30, 1957----comece—- : 11 : Do.

June 30, 1958-----ccoommaa o : 10.5 Do.

July 1, 1962--------c : 1C : Do.

Aug. 31, 1963------cccmmmo : 10 : Adoption of TSUS (item
: : 685.20).

Jan. 1, 1968-------cc-cc-- 9 : GATT concession,

Jan. 1, 1969-------c-cceo-- 8 Do.

Jan. 1, 1970-----------c-- : 7 : Do.

Jan. 1, 1971--comemmoo = 6 3/ : Do.

Jan. 1, 1972-------cc : 5 : Do.

1/ General Agreement on Tariffs and Trade

2/ The date television receivers were provided for by name under
the provisions of the Tariff Act of 1930, as amended.

3/ An additional 10-percent import duty was imposed for an indefi-
nite period effective Aug. 16, 1971 (Presidential Proclamation 4074).

In addition to the fully dutiable imports entered under item

' 685.20, television receivers are also entered under item 807.00.
Under the provisions of this item, which has never been the subje<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>