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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 701-TA-223 (Preliminary)

AGRICULTURAL TILLAGE TOOLS FROM BRAZIL

Determination

On the basis of the record 1/ developed in investigation No. 701-TA-223
(Preliminary), the Commission determines, 2/ pursuant to section 703(a) of the
Tariff Act of 1930 (19 U.S.C. § 1671b(a)), that there is a reasonable
indication that an industry in the United States is threatened with material
injury by reason of imports from Brazil of agricultural tiliage tools,
provided for in item 666.00 of the Tariff Schedules of the United States,

which are alleged to be subsidized by the Government of Brazil.

Background

On September 28, 1984, a petition was filed with the Commission and the
Department of Commerce by Ingersoll Products Corp. of Chicago, IL, Empire Plow
Co. of Cleveland, OH, and Nichols Tillage Tools of Sterling, CO, alleging that
an industry in the United States is materially injured or threatened with
material injury by reason of subsidized imports of agricultural tillage tools
from Brazil. Accordingly, effective September 28, 1984, the Commission
instituted preliminary countervailing duty investigation No. 701-TA-223
(Preliminary).

Notice of the institution of the Commission's investigation and of a
public conference to be held in cpnnection therewith was given by posting

copies of the notice in the Office of the Secretary, U.S. International Trade

1/ The "record" is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).
2/ Chairwoman Stern and Vice Chairman Liebeler dissenting.



Commission, Washington, DC, and by publishing the notice in the Federal
Register on October 15, 1984 (49 F.R. 40231). A public conference was held in
Washington, DC, on October 25, 1984, and all persons who requested the

opportunity were permitted to appear in person or by counsel.
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VIEWS OF COMMISSIONERS ALFRED ECKES, SEELEY LODWICK, AND DAVID ROHR

We determine that there is a reasonable indication that an industry in
the United States is threatened with material injury by reason of imports of
allegedly subsidized agricultural tillage tools from Brazil. = -

This determination is based on information indicating that imports of
tillage tools from Brazil have increased substantially during the period of
investigation and that Brazilian producers ‘have ‘both the capacity and the
inten; to increase tillage tool exports in the near future. Our investigation
reveals a pattern of underselling by Braiilian imports and instances in which
U.S. producers have lost sales to such imports on the basis of price.

Although the profitability of the domestic industry improved in 1984,
information on the record casts doubt on the continuation of that upturn in

the face of increasing low-priced imports from Brazil.

Definition of the domestic industry

The-tefm "industry" is defined in section 771(4)(A) of the Act as "[t]he
doﬁestic'pro&ucers as a whole of a like product or those producers whose
collective output of the like product constitutes a major proportion of the
total domestic production of that product."” 1/ The term “like product,” in
turn, is defined in section 771(10) as "a product which is>1ike, or in the
absence of like, most similar in characteristics and uses with, the article
subject to an investigation.' 2/

~ The impqrts under investigation are agricultural tillégé tdols, which are

v .

fabricated carbon steel products used as components of tréctdr-pulléﬂ tilling

=

/19 U.S.C. § 1677(4)(A).
/ 19 U.S.C. § 1677(10).

N
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ﬁand cultivgting implements. Tillage tools are the parts of a farm implement
that actually engage the soil. 3/

Discs (or disc blades), which make up a large proportion of the tillage
tool market, are manufactured using a process and production lines that differ
from those u;ed to produce other tillage tools. 4/ Discs are used primarily
for field preparation and fall plowing. Okher tillage tools, which are made
inAa large variety of shapes and sizes, have diverse uses, including soil
preparation and cultivation. éome discs are used simultaneously with other
vtillage tools in the soil preparation process.

| Although the manufacturing process and, to some extent, the end uses of
disgs are'distinguishable from those_of other tillage tools, there is
sufficient errlap in uses to justify considering all tillage tools as one
product in this pfeliminary investigation. This does not preclude our finding
more than one like product in any final inves;igation.

Accordingly, for purposes of this preliminary investigation, the
Commission determines that the like product consists of all agricultural

tillage tools and that the domestic industry consists of the producers of

those tools. .

Condition of the domestic industry

Two market sectors in the tillage tool industry can be identified:
original equipment manufacturers (OEMs) and the replacement market. OEMs
purchase discs and other tillage tools for use as components of the farm

implements they produce. With the exception of a few major OEMs, these are

3/ See Report of the Commission (Report) at A-2-A-4.
4/ 1Id. at A-4-A-5.
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generally small companies that make a few of the specialized implements for a
local or regional market. Sales in the replacement market are generally to
wholesalers/distributors, who sell to dealers or parts houses, who, in turn,
sell directly to farmers. 5/ Petitioner Ingersoll, the major domestic
producer of discs, sells almost exclusively to the OEM market. 6/

The domestic tillagevtool industry has had to contend with several
adverse conditions in both market sectors during recent years. The worldwide
recession adversely affected farmers generally. Respondents have pointed out
that declining farm income has reduced the demand for new farm equipment.
This was particularly damaging to those firms that sell tillage tools to the
originalbequipment market. 7/

Another development which may have adversely affected the industry during
the period of investigation was the use of "no-till" or "minimum tillage"
farming. Even if farm income increases as the U.S. economy strengthens, this
change in production methods may cause a continuing reduction in the demand
for tillage tools.

As might be expected considering these factors, net sales (measured in
dollars) of domestic tillage tool producers and the ratio of operating income
to net sales declined sharply from 1981 to 1982, and net sales dropped further
in 1983. Operating income for the domestic industry in 1983 was 85 percent
below that for 1981. 8/

While a strong upturn in operating profits in the period of the 1984

fiscal year ending in June appears to signal an improvement in the condition

5/ 1d. at A-10-A-11.
6/ Transcript of the conference (Tr.) at 35-36.

7/ Id. at 123.

8/ Report at A-18, Table 6; A-12, Table 2; A-16, Table 5.



.
of the industry, net sales, capacity utilization, and employment levels
remained below the figures for 1981. 9/ Moreover, one industry representative
testified that the upturn has been shorter than expected; orders now being
placed in anticipation of the next planting season are below the level that
could be expected in view of the improving farm economy as a whole. 10/

Imports from Brazil have been a factor in the market for a relatively
short time--they were first reported in 1982. They increased rapidly during a
period when the demand for tillage tools was strengthening, so that the
initial effect on the domestic industry i§ difficult to assess. However, the
U.S. industry has been weakened by several years of low profitability, and it
fears that the recent improvement in its performance may well be temporary.

Reasonable indication of a threat of material injury by reason of allegedly
subsidized imports '

Among the factors that the Commission considers in making threat
determinations are the inventories held by importers, trends of imports during
the period of investigation, and the capacity and intent of exporters of the
subject mercﬁandise to increase shipments to the United States.

Importers' inventory statistics for discs from Braéil show a sharp
increase during the period under investigation. 11/ 1In the ﬁase of other
tillage tools, petitioners contend that inventories are held not by importers
but by U.S. distributors/wholesalers or parts houses. 12/ They are able to

hold these inventories, according to petitioners, because of favorable

9/ 1d.
- 10/ Transcript at 53-54.
11/ Report at A-22, Table 9.
12/ Id. at A-20; Petitioners' Postconference Brief at 13.
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financing arrangements made possible by Brazilian government subsidigs. 13/
'RespéndeAts feply that this inventqry buildup is required Eo_avoiq Qelay in
sﬁinents of imported products. 14/ The question of_inventgrie§ wil; be
further considered in any final investigation.

ii;fofmatibn provide& by Brazilian sources indicates_thap imports of
tillage:tools from Bfa;il,>measu:ed both in dollar valuqﬂand as a percentage
Aof dom;stic iﬁdﬁstry shipments, have shown a steep upwar§ trepd.ducing the
period Qf’investigation. 15/ TImporters' questionnaire rgsponges.show:similar
trends in;import volume (principally dis;uimports) although these data
probaﬁly ére incomplete. 16/

Staff analyéis of U.S. producers' and importers' prices fqr ;wq.varieties
of discs and tﬁree‘vgrieties of sweeps (the'latter included in the "other
tillage ﬁools" category), be;ieved to be relatively high‘volumg,items,
demon;tfated large margins of underselling. Thg average margin for one disc
specifi#atioﬁ was 23.1 perqenp‘and for the other, 24.6 percent. The average
margin for ?he three sweep specifications was 15.2 percent. 17/ The
Commission staff confirmed several instances of domestic sales lost to imports
from Brazil, some on the basis of the price differential. 18/

With respect to the Brazilian producers' capacity and intent to increase
shipments to the United States, the Brazilian Association of Industrial
Machines and Equipment has provided pertinent information. It reports that

the Brazilian tillage tool industry has been operating with 40 percent idle

; . ; . <

13/ See Report at A-34.

14/ Respondents' Postconference Brief at 53.
15/ Report at A-24, A-26.

16/ Id. at A-24.

17/ 1d. at A-27.

18/ See Id. at A-36-A-40.
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capacity; that manufacturers are making continuous efforts to diversify
outlets and to increase exports; and that exports, particularly to the United
States, are expected to grow. 19/

Although there has been some improvemeht in performance in the first half
of 1984, we have noted that the U.S. tillage tool industry has had problems in
the recent past and faces an uncertain futu;e. It appears to be one of "those
industries facing difficulties from a variety of sources, precisely those
industries that are most vulnérable to subsidized or dumped imports." 20/

_Increases in inventories held by importers and wholesalers of imported tillage
tools, import trends, idle production capacity in Brazil, and reported
Brazilian'producers' intentions all substantiate the probability that imports
from Brazil will grow significantly in the near future.

Therefore, on the basis of this preliminary investigation, we find that

there is a reasonable indication that the domestic industry is threatened with

material injury by reason of imports of agricultural tillage tools from Brazil.

l_/ . at A-23.
20/ H R Rep. No. 317, 96th Cong., 1lst Sess. 47 (1979).



VIEWS OF CHAIRWOMAN STERN

I find there 1is no reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of
imports of allegedly subsidizéd agricultural tillage tools from Brazil.

Although the domestic disc industry has suffered material injury over the
period of investigation, this injury was not caused by imports of discs from
Brazil. Brazilian imports of "other" tillage tools also did not cause
material injury to domestic producers of "other" tillage tools, although
economic 1ndicators, particularly in the most recent period, do not even
demonstrate material injury. Further, these imports do not pose a threat to
the domestic industries, since both industries show upswings in most
indicators of industry performance, particularly profitability, despite recent
increases in Brazilian imports. We have no information which indicates
unports are likely to increase further. A finding of injury or causation
cannot. be based on recent increases in imports and market penetration alone,

~and a finding of threat of injury cannot be based on "mere supposition or

conjecture."

Defirition of the domestic industry

In order to assess injury to a domestic industry, the Commission must
first determine the appropriate domestic producers of a "like product." While
"like" does not necessarily imply the domestic counterpart be "identical," the
concept does require that the articles be "substantially the same in uses and

characteristics." 1/ Where two products are not like each other, the

9
1/ Portable Electric Nibblers from Switzerland, Inv. No. 731-TA-35(P), USITC
Pub. No. 1108 (1980).
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Commission must assess i1njury and causation separately. 2/ Although all
varieties of tillage tools share a basic use and a number of characteristics,
the distinction in characteristics and uses of discs or disc blades and
"other" tillage tools appear to be more significant than the resemblances.

First, there is substantial divergence in their specific applications.
Discs are used primarily for soil preparation before planting, while other
tillage tools are used primarily for cultivation during the growing cycle and
for post-harvest soil conditioning. 3/ Beééuse discs and other tillage tools
are physically different and are not interchangeable, they are used with
different machinery. 4/

Further, the production processes of the two categories of products are
clearly distinct, although both are manufactured from the same raw material.
5/ With the exception of one small producer, the two products are made by
different companies. 6/ Hence, déta on produdtion and profits related to the
two categoriesiare readily disaggregated. Import data, though incomplete, can

also to a large extent be segregated.

2/ Certain Radio Paging and Alerting Receiving Devices from Japan, Inv. No.
731-TA-102(P) , USITC Pub. No. 1410 (1983). '

3/ Report at A-3 - A-4.

4/ Discs are used on discers, harrows and seeders, while "other agricultural
tillage tools are used on, e.3., field cultivators. See Motorcycle Batteries
from Taiwan, Inv. No. 731-TA-31(F), USITC Pub. No. 1228 at 5 (1982).

§/ ;qu ,' at A’4; A-Sv

y lgv' dt A"7v

10
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It is thus appropriate and consistent with Commission precedent, 7/ to
assess injury and causation separately with respect to the two products and

the two domestic industries.

Conditién of ﬁhe domg§tic industries

From>1§81 through 1683, production, operating income, capacity
utilization, and employment levels in the déhestic disc industry all
declined. 8/ These negative economic indicators coincided with a serious
downturn in the U.S. farm economy as a whole. However, data for the interim
period ending June 30, 1984, indicate that profitability has increased
substantiaily overvthe corresponding period of 1983, although it has not
returned to the level of 1981. 9/ Similarly, capacity utilization,
shipments, employment, and wages increased sigﬁificantly in the most recent
period, altﬁough not to 1981 levels. 10/ Despite this apparent recovery,
daﬁé for 1982 and 1983 provide a sufficient basis for finding a reasonable
indication of ﬁéterial injury to the U.S. disc industry during the period of

investigation.

1/ See, e ‘g,, Radio Paglng and Alerting Rece1v1ng Devices from Japan, Inv.

8/ Report at A-19, Table 7; A-12, Table 2; A-16, Table 5.
9/ Id., at A-19.

10/ See Report at Table 3 (shipments), Table 5 (employment and wages), and
Table 2 (capacity utilization). 11
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Fluctuations in the market: for "other" tillage tools during the period of
investigation were much less drastic than for discs. Despite a drop in
production from 1981 through 1983, operating ;ncome ratios, after a decline in
1982, were considerably higher in 1983 than in 1981. 11/ Capacity
utilization, after a 27 percent arop in 1982, returned to 1its 1981 level of 70
percent in 1984. ;2/ Shipments measﬁred in value terms fell 24 percent from
1981 to 1982, but began to demonstrate an upward trend in the first half of
1984. 13/ bEmployment and wages also strengthened during the most recent
period. 14/ Thus, the vigorous recovery in profit levels combined with
upward trends in 6ther ecohomic indicia suégest that the "other" tillage tool
industry successfully weathered the storms which have recently hit U.S.
agriculture and its dependent: industriés. The data for the period of
investigation therefore provide no basis for finding a‘reasonable indication

of material injury to domestic producers of other tillage tools.

1ll/ See Report at Table 2, p. A-12 and Table 8, p. A-21.
12/ Table 2 at A-12.
13/ Table 3 at A-14..

14/ Table 5 at A-16. Nore that employment data reflect aggregate trends in
discs and other tillage tools. )

12
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Causation

While the legislétive history of the Trade Agreements Act of 1979 points
out that "[t]he law does not . . . contemplate that injury from [subsidized]
imports be weighed against other factors . . . which may be contributing to

" it is also incumbent on the Commission to

overall injury to an industry,
"take into account evidence presented to it which demonstrates that the harm
attributed by the pétitioner to the subsidized . . . imports is attributable
to such other factors." 15/ With these guidelines in mind, it is instructive
to analyze the degree to which the level of imports of the two products
coincide with the problems experienced by the domestic industries, as well as
to consider the market structure for each of the two categories of products.
Discs
First, all of the data reflecting the domestic disc industry's
performance dropped substantially between 1981 and 1982, when imports of disc
products from Brazil had not yét entered the U.S. market 1n a major way.
Capacity utilization dropped over 50 percent; 16/ the value of shipments 17/
~and employment 18/ dropped about 40 percent, and profits fell

substantially. 19/

15/ H.R. Rep. 317, 96th Cong., lst Sess. at 47 (1979).
16/ Report at Table 2.
17/ Report at Table 3.

18/ Report at Table 5. This reflects the decrease between 1981 and 1982 of
production and related workers producing all tillage tools. 13

19/ EReport at Table 7. The exact numbers are confidential.
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Brazilian imports of discs made a significant appearance 1in the U.S.
marketplace in 1983. With the exception of profitability, which fell somewhat
further, 20/ all other indicators stabilized, albeit at low levels. 21/
Furthermore, when Braiilian imports were at their highest level as a
percentage of domestic shipments in 1984, 22/ capacity utilization increased
about 50 percent, the value of shipments increased by about 30 percent, and
the ratio of operating income to ne£ sales showed a dramatic increase of about
200 percent. 23/ Thus, although domestic pfoducers of discs certainly
experienCed probiems during the period of investigation, there seems to be
little relationship between these problems and the presence of Brazilian discs
in the U.S. market.

Second, in part as a consequence of declining farm income, sales of farm
machinery during the period of investigation suffered a concomitant decline.
Farmers historically tend to buy réplacement pakts rather than complete
equipment during such periods. 24/ Also, the increased usage by farmers of

"no till" or "minimum tillage" farming methods lowered demand for both

original equipment and replacement parts for discs and "other" tillage tools.

20/ Ibid. However, between 1982 and 1983, profits fell only half as much as
the decline from 1981 to 1982.

21/ See Table 2, Table 3, and Table 5.

22/ Table 11. The ratio of imports as a percent of domestic shipments for
discs is confidential.

23/ See Table 2 for changes in capacity utilization, Table 3 for changes in
shipments and Table 7 for increases in profitability.

24/ Report at A-10.
14
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Third, Ingersoll, the major domestic producer of discs, sells almost
exclusively to o;iginal equipment manufacturers (OEMs) . 25/ It also appears
that Ingersoll consistently refused to sell to distributors in the independent
afrer-market: where Brazilian imports are dominant. 26/ As the farm economy
moved 1nto recession, saleé to the replacement market displaced those to the
OEM market. Thus, as.an increasing share of the market shifted to independent
replacement dealers, Ingersoll's market share necessarily experienced an
vattendant dgzcline7 27/ Although a portion“of that share was captured by
importsAfrom Bgazil, this was largely attributable to Ingersoll's own
marketing practices. 28/ 29/

Although the investigation uncovered some evidence of sales to OEMs lost
by domestic p;oducers to imports from Brazil on the basis of price, the
agyregate volume of such sales is relatively small. 30/ Furthermore,

official statistics suggest that recent increases in imports from Brazil have

25/ Report at A-11. OEMs purchase discs and other tillage tools for use as
components on the farm implements they produce.

26/ Respondents argued further that this was because Ingersoll sought to
maintain good relations with its largest OEM customers, who sought continued
control over the replacement market for its own distribution chains. See
Respondents' brief at 24, 45.

27/ It should be noted that OEMs also supply the replacement wholesalers and
distributors have no access to discs produced by Ingersoll.

28/ Respondents' Post-Conference Brief at 23-24.

29/ The only other present domestic producer of discs, Osmundson, also
imports discs from Brazil, and there is thus some argument for its exclusion
from the investigation under the related parties provision of the Act (19
U.S.C. 1677 (f) (B). However, that question need not be reached, since
Osmundson's productive capacity is insufficient to enable a significant
portion of U.S. purchasers to depend on it as a reliable source of adequate

supply.

30/ §g§,ig.g;} Report at A-36-40. | 15
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éome at the expensé of other countries, particularly South Africa. 31/
Although imports of tillage tools from Brazil have increased, at least in
value terms, total tillage tool imports have féllen, 32/

Thus, imports from Brazil have played a negligible role in any injury the

domestic disc industry has suffered.

Other tillage tools

It has already been argued £hat economic indicators for the other tillage
tool industry fail to establish a reasonable indicatioﬁ of material injury. 33/
It 1s, therefore, unnecessary to meet the issue of causation in regard to
"other" tiliage tool imports. However, it is important to note that the
quantities of imports of other tillage tool products, though increasing,
remain at a level so low that any impact théy may have on the domestic market:
is de minimis. 34/

Although the indicators of the "other" tillage tool industry's
performance do not demonstrate material injury, it is noteable that the less
drastic indicator fluctuations of the industry's performance such as capacity

-utilization, shipments, and employment follow similar trends as those for the
domestic disc industry, which clearly showed no causal nexus between the

industry's problems and imports from Brazil.

31/ See Appendix 4 to Respondents' Post-Conference Brief. Although TSUS
classifications prevent a refined analysis of import market shares and

overstate the quantity of Brazilian tillage tool imports directly competing

with the domestic industries, the data nevertheless reflect overall import trends.

32/ See Appendix 3 of Respondents' Post-Conference Brief.

33/ Supra at 12-13.

34/ Report at A-35. The ratio of Brazilian imports of other tillage tools to
domestic shipments was zero percent in 1981, zero percent in 1982, and one
percent in 1983. The ratio was two percent both during January-June 1983 and ¢ .
1984. _
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No reasonable indication of
threat of material injury

With respect to the question of a threat of material 1njury.to the

" domestic disc and "other" tillage tool industries that may be posed by imports
from Brazil, data trends for both industries and evidence provided by the
petitioners fail to demonstrate that "the threat of injury is real and injury
is imminent." 35/

As previously discussed, both industries have experienced high profit
levels, although profits for the disc industry have yet to reach 1981 levels.
Economic indicators for both industries recently have'stabilized or incfeasedv

Although data supplied by the Brazilian Association of Industrial
Machines and Equipment (ABIMAQ) suggest that the Brazilian tillage tool
industry has substantial idle capacity, information from the same source also
suggests that demand for the subject products in Brazil is likely to increase
significantly. 37/ Increases in importers' inventories are largely
explicable by the need to reduce shipment delays. 38/ Petitioners' assertion
that existing coﬁntervaillng duty orders have curtailed imports of
‘non-finished steel products from Brazil and thus pose the threat of increased
imports of finished steel products, such as discs, is not supported by

statistical evidence and thus remains at the level of speculation. 39/

35/ S. Rept. 249, 96th Cong., lst Sess. at 89 (1979).

36/ See Rhone Poulenc v. United States (Slip Op. 84-87, decided June 19,
1984), wherein the Court of International Trade upheld a threat determination
of the Commission, holding that the Commission must consider trends in the
economic indicators of the industry specified in the present injury standard
in order to determine threat of material injury.

Report at A-23.

See Respondents' Post-Conference Brief at 53; Transcript at 52.

SN

See Regpondents' Post-Conference Brief at 50.
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I am mindful of the intent of the "threat" standard "to prevent actual
injury from occurring." However, both industries have exhibited strong
financial performance in the most recent period. Other indicators demonstrate
the industries are stronger, rather than weaker, in the face of increased
Brazilian imports. The information available also does not show a likelihood
of further increases in imports. All of these factors point to the conclusion
that the allegation of threat is "mere supposition or conjecture." 40/

In sum, increased import volume and mafket penetration is not -- in and

of itself -- sufficient to sustain an affirmative preliminary determination

with respect to injury, threat of injury and causation. 41/

40/ Senate Report at 89.

41/ See section 771(7) (C) of the Tariff Act of 1930, as amended (19 U.S.C.
1677(7) (C). See also the Report of the Senate Committee on Finance on the
Trade Agreements Act of 1979 (S. Rept. No. 96—249, 96th Cong., lst Sess. 88
(1979)). While the significance of the various factors which affect an
industry will depend upon the facts of each particular case, see also SCM
Corporation v. United States, Slip Op. 82- 54, 3 ITRD 2198 (Ct, of Int'l Trade
1982), where the court upheld a negative injury determination of the
Commission based upon criteria other than increases in the volume of imports.
Despite a large increase in import penetration, the Commission found
negatlvely because other indicators did not support a finding of material
injury or causation.

18
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Views 0O0Ff Vice Chairman Liebeler

I find that tﬁér@ is no "reagonablé indication that an
indugtfy in ‘tﬁel United States is ihjured or is threatened with
materiai ihjury,gor the establishment of an  industry in the
Urnited States is mategially retarded by reason of imports” 1 of
tillage tools ?rbm Brazil. I find nrno indication that the

relevant domestic industry is  injured or that Brazilian imports

have had any effect on the domeatic'industry.

The presence of increased supply'¢rom any source will always
result in an injury to .existing‘ producers. Increased imports
will alwavs r@suitzin a domestic ihdustry that is worse off than
it would otherwise be. An application of such a relative injury
sfandard would alwayﬁ.reault in an affirmative injury finding and
the test would be iilusory. Ih order to be materially injured by

reason of dumped imports the domestic industry must be hurt by

the dumping not just by the increased supply.

A domestic induétry such as the tillage tool iﬁdustry which
is  earning high returns on sales and equity has not been
materially injured. The domestic industry is now earning a high
rate of retuwn on sales, with relative operating profit at its
highest level in interim 1984 over the entire period of the
invéstigatimm. Sales have risen sharply over the first six

months of 1984 compared to the same period in 1983; over S0 per

1. 19 W.8.0.  1&73b (1982) : 19
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cent  for  discs and 27 per cent for other tillage tools.
they were & vear ageo. There is simply no evidence on the record
of a reasonable  indication of seriouws injury or  threat to a

domestic industry. :

Tillage tools are not distinguished from other farm
implements and tools in thé T5US. Therefore it was impossible
for the Commission to determine accurately the share of imports
friom all countries in  the domestic market, and the share of
Eraxiliaﬁbimpwrtﬁ in particular. There ie anecdotal evidence on
the record that'the gains in sales by Brazilian imports have been
at the expense of imports from Britain, France and Canada. There
ig also evidence that sales of discs were lost by U.S. producers

because of their refusal to sell to the aftermarket.

I do not believe that the Commission should proceed with
this investigation, because the domestic industry has failed to
male the requisite showing of a reasonable indication of material

iniwry or threat by reason of imports.

20



INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 28, 1984, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel on behalf of
Ingersoll Products Corp. (Ingersoll), Empire Plow Co., Inc. (Empire), and
Nichols Tillage Tools, Inc. (Nichols). The petition alleges that the
production and/or exportation to the United States of agricultural tillage
tools, provided for under item 666.00 of the Tariff Schedules of the United
States (TSUS), are being subsidized by the Government of Brazil, and that by
reason of sales in the United States of such subsidized products an industry
in the United States producing and selling the like product is materially
injured, or is threatened with material injury. Accordingly, effective
September 28, 1984, the Commission instituted investigation No. 701-TA-223
(Preliminary) under section 703(a) of the Tariff Act of 1930 to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports of the allegedly subsidized merchandise. The statute
directs that the Commission make its determination within 45 days after its
receipt of a petition, or in this case by November 13, 1984.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of October 15, 1984 (49 F.R. 40231). 1/ The public conference was
held in Washington, DC, on October 25, 1984, at which time all interested
parties were afforded the opportunity to present information for consideration
by the Commission. 2/ The Commission voted on the investigation on

November 6, 1984.

Nature and Extent of Alleged Subsidies

The petitioners allege that through U.S. importers of the subject
products the Brazilian exporters are able to offer 180-day interest-free
payment terms and 5-year low-interest financing because they receive
countervailable subsidies from the Government of Brazil. DPetitioners point to

the annual reports of the Brazilian producers which identify items such as
"exports with incentives” and allege that these incentives are preferential
export financing and other countervailable export credit programs.

The petitioners list the foilowing Brazilian Government programs that are
alleged to be countervailable under U.S. law:

- export financing under resolution 68 (FINEX);

- preferential export financing under CIC-CREGE 14-11;

1/ A copy of the Commission's notice is included in appendix A. A copy of

Commerce's notice is included in appendix B. Al
2/ A list of witnesses appearing at the conference is included in appendix C. .
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- industrialized products tax (IPI) export credit premium;
- preferential working capital financing for exports;

- income tax exemption for export earnings;

long-term loans to producers with preferential terms that are linked
to export performance;

i

- preferential amortization of expenses linked to export earnings;

- accelerated depreciation;
- ‘tax reduction on equipment used in production for exports;

- reduced duties on machinery importéd for use in production for
exporl; and

preferential inventory financing of merchandise destined for export.

The Product

Description

Tillage tools are fabricated carbon steel products used as components of
tractor-pulled tilling and cultivating implements. Tilling and cultivating
implements are used primarily in dryland farming to modify terrain or prepare
topsoll for planting. Tillage tools are the elements of an implement which

actually engage the soil surface.

Tillage tools may be round, rectangular, triangular, or other shapes.
They vary in dimensions, thickness, and weight depending upcon intended use.
The useful life of these tools depends upon soil conditions, soil moisture,
and the speed at which the plow or cultivator operates. Their average service
life can vary from one-fourth of a planting season to as long as 5 years.

Discs (or ‘disc blades) represent a large share of the subject tillage
tools. Discs are round, concave, or flat pieces mounted in rows on a
plowframe, where they revolve while in use. Discs can vary from 6 to 42
inches in diameter and are used primarily in hard, dry, and sticky soil
areas. Because of their market significance, discs are discussed separately
in this report to the extent possible. The remainder of the subject tillage
tools are hereinafter collectively referred to as "other tillage tools." They
include sweeps, chisels, furrow shovels, tines, points, knives, drills,
listerbottoms, rotary tiller blades, bed-shaping tools, plowshares, plowshins,

moldboards, and so forth.

There are many distinctly different products within each of the product
categories, depending on the size, type of edge, shape, location and size of
mounting holes, and other characteristics. There are approximately 50 to 100
different discs and 300 to 400 different other tillage tools.
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The U.S. producers, representatives of U.S. importers, and purchasers of
the merchandise imported from Brazil all agreed during the staff conference
that there is no difference in apparent quality and suitability for the
intended use between the subject products produced domestically and those
imported from Brazil. Some purchasers, however, stated that the Brazilian
discs are of lower quality than those made in the United States.

Uses

Discs are mostly used prior to planting and after harvesting, but also
during the growing cycle. Other tillage tools are mostly used during the
growing cycle, but also prior to planting and after harvesting. In some cases
the implements that use the tillage tools are equipped with discs only or with
"other tillage tools" only. In other cases, certain types of discs are
mounted on the same equipment with certain types of other tillage tools and
are used simultaneously. A more detailed description of the uses of some of

the tillage tools follow.

Discs.--Discs are used for primary tillage, i.e., to break the ground
before planting (in some areas the ground breaking/primary tilling function is
performed by plows that are in the "other tillage tool" product category in
this report). The number of discs mounted on one piece of tillage equipment

can vary from 3 to 94.

"Colters" are a special kind of disc that are mounted on plows in front
of plowshares, plowshins, and moldboards ("other tillage tools"). The
functions of colters are to loosen the ground somewhat before the plow turns
the ground and to prevent trash from accumulating in front of the plow.
Colters are estimated to account for approximately 20 to 30 percent of total

disc consumptiorm.

Another type of special disc is the furrow opener blade. These discs are
used principally to retard erosion, in irrigation, and in preparing the
seed-bed. Furrow opener disc blades are attached to implements along with
furrowers (double v-shaped moldboards) to create small shallow ditches or
ridges in a field. These ditches or ridges are created after harvest but
prior to the winter to retard water erosion; they are also created before
planting to create ridges onto which the seed are planted, and during
cultivation to form avenues for water to pass through the field for irrigation
purposes. Furrow opener blades are also used prior to planting in the spring
to "ridge" the soil, thus allowing it to dry out faster.

Other tillage tools.--There are 300 to 400 different tools in this
category, depending on the sizes, shapes, angles, thicknesses of material,
size and location of mounting holes, and other characteristics. There are
approximately 80 different chisel plow sweeps, 40 to 50 plow parts (shares,
shins, and moldboards), 40 points and subsoiler points, 30 field cultivator
sweeps, 30 furrowers, 20 knives, 20 shovels, 20 row crop cultivator sweeps, 10
to 20 chisels, and so forth. Other tillage tools are used for soil
preparation prior to planting, for cultivation during the crops' growing
cycle, and for postharvest soil conditioning.

A-3



Plows consist of three basic replacable elements. They are plowshins,
plowshares, and moldboards (one each per plow). Plowshins are the leading
edge of a plow and are prone to wear. A plowshare is a rectangular shaped
cutting edge which is attached to the front of a plow. This is the portion of
the plow which makes first contact with the soil. A moldboard is a
three-sided wedge-shaped metal plate to which the plowshin and plowshare are
attached. The primary functions of the plow are to cut narrow ditches in the
soil (furrow slices), to break up the soil, and to invert the slices, thus
burying trash. The width of the furrow is dependent upon the size of the
moldboard.

Furrowers are tools different from plows although they appear to have
been made of two moldboards that are attached in a v-shaped configuration.
Furrowers create a furrow by displacing the dirt onto both sides; they are
used at various times of the year.

Sweeps are generally triangular (arrowhead) shaped tools. Some sweeps
are used for soil preparation and conditioning, others for cultivating fields
already planted. A cultivator has an average of 30-40 sweeps which, in use,
bridge the emerging rows of crops to cut the weeds and aerate the soil between
the rows. Cultivating by sweeps is performed several times during the growing
cycle., The sweeps differ in the width of cutting as well as the angle and
depth of penetration into the ground.

The strength of the sweep required depends on the moisture content of the
soil at the particular time.  The root structure of the crop and the
prevailing soil composition of the region also determine the type of sweep to
be used. These same variables also determine the exact spécifications of the
chisels, points, knives, and other tillape tools selected from among the
varieties of those product groups.

Chisels are curved pieces of metal used primarily for breaking up the
subsoil in order to allow air and moisture to penetrate. Chisels are mounted
. onto wheel-supported frames, which are pulled across a field, usually in the
fall after harvest. These tocis hreak up the ground and smooth it out for the
following winter months in prepsrition for spring planting.

A knife is a straight piece of metal with a right-angle bend at the tip
where it contacts the ground. Knives are attached to frames which allow them
to pass very close to the crop, cutting down all weeds growing in the furrows
while mulching the soil surrounding the emerging plants. Knives are used
primarily for crops (vegetabies, cotton) where sweeps would cause damage when
passing close by.

‘Manufacturing processes

Discs.—-The manufacturers of thesée products begin with semifinished steel
slabs of varying widths and lengths, usually specially tailored high-carbon
steel (grades 1080-1090). The steel slabs are cut to lengths, cross-rolled
for inclusion control (i.e., rolled in the perpendicular direction to the
original mill rolling direction), and then rolled/leveled to final gauge
thickness. There are also other rolling methods depending on the exact
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specification of the steel used. The cross-rolled sheets are then blanked
into concave circular pieces by forging presses or drop hammers. The blanks
are given part identification numbers and a centerhole. They are then heated,
edge bend rolled, formed, reheated, quenched, and tempered. After heat
treating, the disc blades are sharpened, painted, and packaged for shipment.

Other tillage tools.- Other tillage tools are also normally formed from
high-carbon steel, generally 1080 grade, because of the abrasive resistance
characteristics needed by ground-working tools such as chisels, sweeps, and
furrowers. The steel is generally purchased as bars, strips, sheets, or
plates depending upon the size of the desired tool. It is cut, sheared, or
blanked and heated to a plastic state in an electric induction or gas furnace,
then passed through a series of forging presses or drop hammers where it
acquires its final form and is given a cutting edge. The shaped blank is
trimmed of excess materials, cooled, heat treated to improve the mechanical
properties of the finished product, painted to retard surface rust, packaged,

and shipped ready for installation.

U.S. tariff treatment

Tillage tools are classified under item 666.00 of the Tariff Schedules of
the United States (TSUS) as parts of agricultural machinery and implements.
Imports of tillage tools from all countries entered into the United States
under 1SUS item 666.00 are free of customs duty.

The U.S. Market

U.S. producers

Tillage tools are known to be produced in the United States by 15 firms.
With the exception of one producer which specializes in the production of
.discs, the majority of these firms produce a wide variety of tillage tools.
Tillage tool manufacturing facilities are located primarily in Iowa, Ohio, and
Illinois. There are three petitioners in this investigation, Ingersoll,

Empire, and Nichols.

Ingersoll, located in Chicago, IL, is the largest domestic manufacturer
of discs. Ingersoll produces a full line of discs of varying configurations
ranging from 6 to 42 inches in diameter. * * * percent of Ingersoll's
production and sales, according to company o<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>