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Investigation No. 731-TA-207 (Final)

CELLULAR MOBILE TELEPHONES AND SUBASSEMBLIES THEREOF FROM JAPAN

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant>to section 735(b)(1) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)(1)), thaf industries in the United Stafes are
materially injured by reason of imports from Japan of cellular mobile
telephones and subassemblies thereof, provided for in items 685.28 and 685.32
of the Tariff Schedules of the United States, which have been found by the

Department of Commerce to be sold in the United States at less than fair value

(LTFV). 3/

Background

The Commission instituted this investigation effective June 11, 1985,
following a preliminary determination by the Department of Commerce that
imports of the subject articles from Japan'were being sold at LTFV within the
meaning of section 731 of the. Act (1§ u.s.C. § i673). Notice of the
institution of the Commission's investigation and of a public hearing to be
held in connection therewith was given by po;ting 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 July 3, 1985 (50 FR

27496). A notice revising the Commission's schedule for the conduct of the

invéstigation was published in the Federal Register of July 31, 1985 (50 FR
31050). The hearing was'held in Washington, DC, on October 30, 1985, and all

persons who requested the opportunity were permitted to appear in person or by

counsel.

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/ Vice Chairman Liebeler dissenting.

3/ Commissioner Lodwick determines that an industry, rather than industries,
is the subject of material injury.
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VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES, COMMISSIONER LODWICK,
~ AND COMMISSIONER ROHR

We determine that industries in the United States are materially injured
by reason of imports of cellular mobile telephones (CMTs) and subassemblies
for CMTs from Japan which are béing sold #t less than fair value (LTFV). 1/

We recognize that there are many complexities in this investigation,
including the relatively recent commencement of production of CMTs for the
U.S. market, the rapid expansion of the U.S. market, the entry of new domestic
producers throughout the period of investigation, and the assessment of the
impact of imports on these particular industries. Although many of the
indicators relevént to the condition of the domestié industries are positive
and show improving trends, the domestic industries producing CMTs and
subassemblies are showing financial losses and firms in the domestic industry
have experienced declining employment or have chosen to cease production of
CMTs and subassemblies. We have concluded that the LTFV sales of Japanese
CMTs and subassemblies have had a negative impact on the performance of the

domestic industry sufficient to find material injury by reason of such imports.

The like products

The domestic industry in a title VII investigation conéists of the
"domestic producers 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." 2/ Section 771(10) defines like

product as "a product which is like or, in the absence of like, most similar

1/ Commissioner Lodwick determines that an industry in the United States is
materially injured by reason of LTFV imports of cellular mobile telephones and
subassemblies from Japan.

2/ 19 U.S.C. § 1677(4)(A).



in characteristics and uses with, the articlevsubject to an
investigatlour. « oW 3/
The lmpofted merchandise which is the subject of this investigation are
CMTs and suba;éemblies of CMTs. &/ The imported CMTs include vehicular
models, transpoftable CHTs,'and CMTs that are smaller and lighter than

traditionally designed transportable CMTs. 5/

3/ 19 U.s.C. § 1677(10).. Furthermore, the legislative history provides that:

The requirement that a product be 'like' the imported

. article should not be interpreted in such a narrow fashion
as to permit minor differences in physical characteristics
or uses to lead to the conclusion that the product and the
article are not 'like' each other, nor should the

. definition of 'like product' be interpreted in such a
fashion as to preveéent consideration of an industry
adversely affected by the imports under 1nvestigation.
S. Rep. No. 249, 96th Cong., lst Sess. 90 (1979).

4/ For the purposes of its investigation the Department of Commerce
(Commerce) has defined subassemblies as "any completed or partially completed
circuit modulels], the value of which is equal to or greater than five:
dollars, and which are dedicated exclusively for use in CMT transceivers or
control units. The term 'dedicated exclusively for use' only encompasses
those subassemblies that are specifically designed for use in CMTs, and could

not be used, absent alteration, in a non-CMT device."” Commerce Final
Determination on less-than-fair-value (LTFV) Sales, 50 Fed. Reg. 45448.
Commerce, however, refined this def1nlt1on, stating that replacement
subassemblies are not w1thin the scope of this 1nvestigation 50 Fed. Reg.
45457.

5/ The Commerce notice explicitly excludes cellular portable telephones,
which are defined as pocket-sized, self-contained units, from the scope of
this 1nvestlgation. 50 Fed. Reg. 45447,
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CMT products are wireless two-way electronic commﬁnications devices
consisting of a transceiver and a control unit. 6/ Although all CMT products
are used for communication between CMT users and traditionai wireline :
telephones, the specific products differ in terms.of théi? size, m§bility;:§hd
power. 7/ These differénces. however, are not such that they shouid bé '
cdnsidered separate like ptoducts; We also determine that domesticaliy'

produced transportable CMTs and vehicular CMTs are a single like product. 8/

6/ The transceiver is a collection of subassemblies which perform the
functions of receiving and transmitting calls. The control unit resembles a
- traditional telephone and the CMT user uses the control unit to dial speak,
and hear a call.

In the preliminary investigation, Chairwoman Stern and Commissioner Rohr
found control units and subassemblies to be separate like products. Based on
the information gathered in this final investigation, we do not believe that
they should be considered as separate like products. Transceivers and control
units must be used together to form an operating CMT. Different
manufacturers®’ transceivers and control units are not completely compatible
and certain features, such as call timers or electronic locks, may not be .
operable when a transceiver is used with a different manufacturer s control
unit. There are no independent uses for either part of a CMT. Transceivers
and control units are frequently produced in the same facility by the same
workers. Moreover, both the cellular service provider and the CMT user
perceive a CMT as a unit.

1/ Vehicular CMTs are designed for use exclusively in motor vehicles and .
derive their power from the vehicle. Transportable CMTs may be removed from
the motor vehicle and carried on foot. These CMTs are smaller than the
vehicular version and include a plug-in battery and brief-case type carrying
case. These CMTs weigh approximately 25 pounds, and their power capabilities
are relatively equivalent to the vehicular models. Nippon Electric Co. (NEC)
prehearing brief at Appendix, Table 10. CMT manufacturers have recently
developed CMT models that are smaller, lighter, and less powerful than the
vehicular CMT. Motorola's "portable” CMT was the first such product to enter
the U.S. market. Subsequently, several imported CMTs that are smaller and
lighter than the vehicular CMT, including a NEC model, have entered the U.S.
market.

8/ Transportable CMTs are similar to vehicular CMTs in terms of power and
capacity and the ability to use vehicular power sources. Moreover, ‘
transportable CMTs are like a vehicular CMT in terms of function. NEC's CMT
is currently being sold with adaptor kits for use in a vehicle. Although it
is priced higher than a vehicular CMT, the NEC CMT is still priced
significantly below Motorola's portable model. In addition, we note that the
larger battery in the NEC model permits its CMT to transmit on a level
comparable to wvehicular CMTs. Report of the Commission (Report) at A-8-A-9.



hotorola's pprtablé CMT is significantly less powerful than any of the other
types of CMTs at issue in this investigation. The Motorola portable is also
smaller than ihese ;ther CMTs including the NEC CMT. Although the Motorola
portable can be used in a vehicle and can be recharged with a motor-vehicle
power_soufge, the battery provides the only source of power. 9/ Thus, we find
that only vehicular and transporfable CMTs produced in ihe United States are
iiké thé imported éHT§ inc}uding Nﬁcks CMT. |

In this investigation there are aiso impdrts of CMT subassemblies. . These
suﬁgssembliés'“cOmpattmehtalize".certéin fupcﬁions»common to every CMT. The
bggié functions incbrﬁpratgd into one or more of ihe major subassemblies
include: “audio'péocéssin;, signg%’frocéssiﬁg (logic), frequency transmitting.
frgquéncy rgc;iving; fréquéncj‘éqmpgrfng (synthesizing), duplexing (enabling
sendin; and recei?ing at tbé same iimé), éﬁd powgr amplifyiﬂg. 10/

We determine that subassemblies dedicated to the performancé of each of

thq essgn£iaI functions of a'comblete CMT constitute a separate like

9/ 1d. at A-5-6. : . ‘ o
10/ Id. at A-7-A-8. All of the various subassemblies at issue are produced

in the United States.
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product. 11/ lg/f In additioﬁ to the obvious differences in terms of physical
characteristics, various subassemblies are not substitutable or
jnterchangeable because each has a specific function in the transceiver or
control unit and each firm's allocation of function between various
subassemblies varies. Each of the subassemblies at issue is necesséry to the

function of the complete unit. These subassemblies, however, represent a

11/ Commissioner Lodwick determines that there is one like product consisting
of complete CMTs and subassemblies for CMTs. All of the subassemblies within
the scope of this investigation are dedicated for use in new CMTs, and thus
are consumed by producers of complete CMTs. Once assembled, domestically
produced subassemblies perform the function of a complete CMT.

He notes that his analysis in this investigation is consistent with that
in Certain Valves, Nozzles, and Connectors of Brass from Italy for Use in Fire
Protection Systems (Valves), Inv. No. 731-TA-165 (Final), USITC Pub. No. 1649
(1985), in which he found that there were seven like products. Important
differences exist between the facts in these two investigations. At present,
the subassemblies in the instant investigation are uniquely configured for the
particular CMT model in which they are used. The staff report notes that
various transceiver models have from 5 to 10 major subassemblies. There is no
independent market for the subassemblies, and no potential for mixing of
subassemblies from different CMT producers by consumers in finished CMTs. The
producers of finished CMTs either produce the subassemblies themselves or
contract to have subassemblies produced to their specifications.

Conversely, in the Valves case the seven products included standardized
items conforming to general requirements. There are independent markets for
each of the items, and consumers do mix parts from different producers in the
same fire protection system. In the Valves case the majority of producers
made or contracted for only some of the products and more significantly, none
sold a complete fire protection system which would be analogous to a complete
CMT.

12/ Commissioner Rohr determines that there are two like products, one like
product consisting of complete CMTs and a second like product consisting of
all subassemblies for CMTs. There are obvious differences between the
capabilities of CMTs and subassemblies. The subassemblies at issue in this
investigation represent a similar stage of production and are frequently
produced at the same facility. Although all subassemblies are dedicated for
use in a CMT, they do not function as a CMT until assembled. Commissioner
Rohr agrees with Commissioner Lodwick's description of the differences between
the like product analysis in this case and in Certain Valves, Nozzles, and
Connectors of Brass from Italy for Use in Fire Protection Systems, Inv. No.
731-TA-165 (Final), USITC Pub. No. 1649 (1985).
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prior sfage of production, and thus the amount of further processing is

extensive. 13/ 14/

Domestic producers

In making the factual determination regarding whether a particular firm
is a domesticvproducer, we have examined the overall nature of
production-related activities in the United States, including the extent and
source of a firm's capital investment, the technical expertise involved in
production activity in the United States, the value added to the product in
the United States, employmént levels, the quantity and type of parts sourced
in the United States, and any other costs and activities in the United States

directly leading to production of the like product. No single factor is

13/ Chairwoman Stern notes that her analysis of like product is consistent
with the Commission's analysis in Erasable Programmable Read Only Memories
from Japan, Inv. No. 731-TA-288 (Preliminary), USITC Pub. No. 1778 at 6-9
(1985), in which the Commission found that there was one like product EPROM's,
‘that includes processed wafers, dice, and assembled EPROM's. In EPROM's, the
essential use of the assembled EPROM developed in the fabrication of the
wafer. Id. at 8. By contrast, in this investigation there are eight
essential functions, each present in a separate subassembly. Chairwoman Stern
applied a similar analysis in Certain Valves, Nozzles, and Connectors of Brass
from Italy for Use in Fire Protection Systems, Inv. No. 731-TA-165 (Final),
USITC Pub. No. 1649 at 4-6 (1985), in which she found seven like products, and
examined the effect of imports on each of the seven domestic industries.
Similarly, in Forged Undercarriage Components from Italy, Inv. No. 701-TA-201
(Final), USITC Pub. No. 1465 at 26-34 (1983), she found that semi-finished and
finished undercarriage components were separate like products and examined the
effect of imports on two industries.

14/ Commissioner Eckes notes that his analysis in this investigation is
consistent with that in Certain Valves, Nozzles, and Connectors of Brass from
Italy for Use in Fire Protection Systems, Inv. No. 731-TA-165 (Final), USITC
Pub. No. 1649 (1985), in which he found that there were seven like products,
but applied section 771(4)(D) in assessing the effect of imports on these
seven products as if there were a single industry. Commissioner Eckes Views
at 25-26. His analysis is also consistent with his determination in Forged
Undercarriage Components from Italy, Inv. No. 701-TA--201 (Final), USITC Pub.
No. 1465 (1983), in which he found that the various components of
undercarriages were separate like products.



determinative. 15/ Alﬁost all of the Commission's information regérding
various firms' ﬁroduction»related activities in the United States is business
confidential information. Thus, we must address this issue in general terms.

Based upon our analysis of the factors set forth above, we determine that
those firms producing transceivers or control units in the United States are
domestic producers within the meaning of section 771(4)(A). In addition, wev
determihe that certain Japanese firms that have commenéed significant
production-related activity in the United States are also domestic producers
" as of the time when a specific firm commenced those activities in the United
States. We note, however, that based on our discussion of related parties
that follows, these firms héve been excluded from our analysis regarding

injury to the domestic industry over the entire period of the investigation.

Related parties

Section 771(4)(B) provides that:

[wlhen some producers are related to the exporters or
importers, or are themselves importers.of the allegedly
subsidized or dumped merchandise, the term industry may be

15/ See Color Television Receivers from the Republic of Korea and Taiwan,
Invs. Nos. 731-TA-134-135 (Final), USITC Pub. No. 1514 at 8 (1984); Certain
Radio Paging and Alerting Receiving Devices from Japan, Inv. No. 731-TA-102
(Final), USITC Pub. No. 1410 at 8 (1983). Although petitioner Motorola
contends that a firm must be engaged in research and development in the United
States in order to qualify as a domestic producer in this industry, we find
that this factor is not dispositive. Research and development does represent
a significant factor in a "high technology" industry. The relative importance
of that factor, however, declines as an industry matures. We recognize that
CMTs are evolving in the area of miniaturization and new product features.
There are, however, other relevant production-related considerations.



10

applied in appropriate circumstances by excluding such
producers from those included in the domestic industry. 16/

Two firms have engaged in production in the United States of either the
transceiver br control unit portions of a complete CMT and the relevant
subassemblies and have also imported the other portioh of a complete CMT
during the entire period of this investigation. These firms represent a
significant portion of domestic production during the period of this
investigation. 17/ Excluding these from the domestic industries would skew
the Commission's analysis of the condition of the domestic industries. Thus,
we have determined not to exclude these firms from the domestic industry.

With rggard to the Japanese-owned firms that we found to be domestic
producers, these firms achieved this status only recently. Thus, these firms
have benefited from importation of either subassemblies or complete CMTs '
during the vast majority of the period of investigation. Although these firms
represent a sizeable portion of domestic production during the brief time that
they have been domestic préducers, exclusion of these firms under the reiated
parties provision does not adversely affect the Commission's analysis of the
condition of the ddméétic industries for ﬁhe entire period of the a

investigation. Thus, we have determined to exclude from the domestic

16/ 19 U.S.C. § 1677(4)(B). Among the factors that we have considered in
previous investigations in determining whether appropriate circumstances for
the exclusion of related parties exist are:

(1) the percentage of domestic production attributable to
the importing producer;

(2) the reasons that 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 producers 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.

17/ Report at A-12.
10
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industries Japanese firms that have only recently commenced domestic

production in the United States. 18/

Domestic industries
Based on the foregoing analysis, we conclude tﬁst there are eight
domestic industries. 19/ 20/ One domestic industry consists of firms that
manufacture complete CMTs or transceivers or centrol'dnits. The other seven
domestic industries consist of producers of the specified subassemblies for
CMTs. 21/ |
Available data on the condition of these domestic industries ekist.only

at the level of complete CMTs. 22/ Thus, we have applied seetion 771(4) (D)

18/ Chairwoman Stern notes that should these industries come before the
Commission at.a later date, when Japanese-owned U.S. facilities have been
established for a longer period of time, the related party question would have
to be examined de movo.:

19/ Commissioner Lodwick finds that there is one domestic industry consisting
of those firms that manufacture ‘complete CMTs (or transceivers or control
units) and the subassemblies for this product, but excluding those
Japanese-owned firms that only recently commenced production in the United
States.

20/ Commissioner Rohr finds that there are two domestic industries. One
domestic industry consists of those firms that manufacture complete CMTs (or
transceivers or control units). The second domestic industry consists of
"those firms that manufacture subassemblies. These industries would exclude
those Japanese-owned firms that only recently commenced production in the
United States.

21/ Although the identity of the firms in each of the domestic industries is
confidential, we note that the members of the various subassembly industries
differ.

22/ The COmmission s data on the condition of the domestic industries reflect
the disparity between the production of CMTs and their use and marketing.

Thus, we will discuss production-related data in terms of transceivers and
control units, and financial and sales data in terms of complete CMTs.

11
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and assessed the condition of these industries in terms of data on complete

CMTs. 23/

Condition of the domestic industries

Although cellular mpbile telephone technology was developed in the late
1910'5, CMTs were first produced commercially in the United States in
1982. 24/ .Since that time, production of transceivers and control units has
increased'dramatically reflecting the preduction,necessary to supply a new
market.

. Although the domestic_industries'»averege capacity increased during the
period of the investigation, this reflects the initial start-up of production
facilities. In early 1985, Motorola was forced to close its Puerto Rican
facility producing CMTs. ueteover. in 1985, E.F. Johnson closed two U.S.

facilities engased in the production of curs. 25/

s

3/ Section 771(4)(D) provides that:

The effect of subsidized or dumped imports shall be
assessed in relation to the United States production of a
like product if available data permit the separate
identification of production in terms of such criteria as

. the production process or the producer's profits. If the
domestic production of the like product has no separate
identity in terms of such criteria, then the effect of the , *
subsidized or dumped imports shall be assessed by the
examination of the production of the narrowest group or
range of products, which includes a like product, for which
the necessary information can be provided.

19 U.S.C. § 1677(4)(D).

24/ Cellular mobile telephone system operators are subject to Federal
Communications Commission (FCC) regulation. The FCC must approve and license
systems before construction. This process has taken significantly longer than
expected, and because of these delays the first non-experimental cellular
systems did not begin operation until late 1983. Currently, licensing is
progressing rapidly with 76 cellular systems in service as of Sept. 30, 1985.
The FCC is expected to license at least 30 additional systems before the end
of 1985. Report at A-3.

25/ Letter to the Commission from Jann L. Olsten, counsel for E.F. Johnson
dated Oct. 24, 1985. These facilities are located in Twin Falls, Idaho and
Garner, Iowa.

12
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Capacity utilization for production of transceiveés increased during the
period of the investis#tion to 47.4 percent in 1984. A comparison of data for
the period of January-June 1984 with the corresponding perioa of 1985, show a
continued increase in capacity utilization for the production of
transceivers. Capacity uﬁilization for the production of control unitsA
reflects a slightly different pattern with capacity,utilization'declining
slightly based on a comparison of the pe:iod of January-June 1984 with the
corresponding period of 1985. 26/ The trends for total u;s. producers’
shipments and exports both reflect a pattern of consistent increaseé.-zll

Inventories of transceivers aﬁd control units ﬁave 1ncreaseé_
substantially. From June 30, 1984 to June 30, 1985, inventories of
transceivers more than tripled as a pefcent#ge of annualized shipments.
Inveﬂtories of control units more than doubled as a percéﬁt,of annualized
shipments for the same period. 28/

Although average employment in the domestic industries increased from the
start-up period in 1982, average empl&yment has declined from 1,468 workers’in .
1984 to 1,118 workers in January-June 1985. ' This dgdline is £he result of
plant closings for some members of the domestic iﬁduétries;'and other “
production cutbécks; gg) Both Motorola and B;F..thhson report thdf sdhe of
the employees being laid off include technicians and engineers. ;g) Thué,

these declines in employment are not the result of increasing productivity.

g_ Report at A-1ll.
27/ 1d. Motorola is a major exporter of CMTs.
28/ Id4. at A-14.

29/ Id. The total decline in employment is less than the total of all
workers affected at plants that have shut down operations because there have
been partially offsetting increases in employment at other plants. 1d.

30/ Letter to the Commission from Jann L. Olsten, counsel for E.F. Johnson
dated Oct. 24, 1985; Transcript of Commission Hearing (Tr.) at 79.
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The trends for the number of hours worked and total compensation paid to
'production and related workers reflect the same trends as average employment.
worker output has increased substantially over the period of the investigation
and unit labor costs have declined from $593 per unit‘in January-June 1984‘to
$339 in January—June 1985. 31/ “ |

The financial condition of the domestic industries does not fully reflect
the expected benefit from increased production and lower unit costs. Altnough
the financial data presented in the Commission report are confidential, the
data basically confirm the representations made at tne Commission's hearing in
connection with this investigation. Hotorola's CMT business has incurred a
negative cash flow and has failed to generate profits. Indeed,'uotorola has
experienced direct operating losses throughont the:period ofithe |
investigation. 32/ Although these conditions conld be expected to exist‘to/
fsome exterit in this particular industry, the levels of the industries' |
'performance and trends in the financial indicators considered in their full

»context indicate the existence of material injury. 33/ 34/

uaterial.igjurx by reason of ‘imports -
Section .771(4)(B) of the Tariff Act of 1930 directs the Commission to.

consider, among other factOrs. (1) the volume of imports of merchandise under

31/ Report at A-14.

32/ Tr. at 20-21. :

33/ Chairwoman Stern believes it neither necessary nor desirable to make a
determination. on the question of material injury or threat thereof separate-
from the consideration of causation. See Additional Views of Chairwoman Stern
at 18. . .

34/ Commissioner Eckes believes that the Commission is to make a separate
finding regarding the question of material injury in each investigation. See
Additional Views of Commissioner Eckes at 20.
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investigation, (2) the effect of such imports on domestic prices, and (3) the
impact of such imports on the domestic industry. 35/

Imports of transceivers and control units 36/ increased dramatically over
the period of this investigation. In 1984, Japanese imports of transceivers
~reached 137,214 units. Comparisons of the volume of imports of transceivers
for the period of January-June 1984 with the corresponding period of 1985 show
that impdrts of transceivers neﬁrly tripled.k Imports of control units show
similar trends with a comparisoﬁ of the interim period of 1984-85 showing that
the volume of imports nearly doubléd. 37/

As a percentage of domestic consumption, imports of transceivers
incrgased from 1982 levels to over 69 percent of domestié consumption in
1984. A comparison of the interim period of 1984 with the interim period of
1985 shows that this trend is increasing with imports of transceivers
accounting for 63.5 percent of domestic consumption in January-June 1984 and

75.9 percent in 1985. Again, imports of control units followed the same

35/ Chairwoman Stern notes that this investigation requires the Commission to
assess the question of material injury by reason of imports for industries
that have only recently embarked on a product life cycle. The parties to this
investigation disagree on the location of the CMT industries in their product
life cycles, and thus whether the current condition of those industries differ
from what should be expected at this point in the life of these products.
Production, capacity, capacity utilization, pricing, costs, and profits are
all affected by the relative youth of the CMT industry and the rapidly
changing competitive picture. She has considered all of these factors in
reaching her determination.

36/ The available data regarding the volume of imports are in terms of
imports of transceivers and control units. The data regarding sales are in
terms of complete CMTs. Commerce made a negative determination with regard to
imports manufactured by Toshiba, and thus Toshiba's imports are not LTFV
imports. Because of the potential for discerning Toshiba's confidential
business information if it were excluded from the data that we discuss in this
opinion, we have cited figures that include Toshiba's imports. In making our
determination we excluded Toshiba's imports and note that such exclusion does
not alter the trends in this case.

37/ Report at A-21.

15
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annual trends, with imports of control units accounting for 75.5 percent of
domestic consumption in 1984. 38/ Imports of control units olso increased
over the interim period. Japanese control units represented 70.5 percent of
domestic consumption in January-June 1984 and 77.0 percent of domestic
consumption in 198S. ggllgg/ 41/

CMTs are currently sold after intense price negotiations. When the
market first developed in the beginning of 1983, sales were made on the basis
of formal bids. Purchasers would only negotiate with the three or four
manufacturers which offered the lowest bids. 42/ This, of course, led to a
decline in prices. Today. as the market ha; matured further, the formal bid
process has evolved into verbal quotes over the telephone and the process of
price erosion has acceleratéd.lggl |

Each ﬁanufacturer's various CMT models differ from other manufacturers'
CMTs. For example, a stondard feature on one model may be optional or

nonexistent on another. Because of the unique characteristics of each model,

38/ Id. at A-22 and Table 11, A-23.

39/ 1d. at Table 11, A-23-A-24.

40/ Commissioner Eckes and Commissioner Lodwick further note that LTFV
imports have grown significantly relative to U.S. producers' domestic
shipments over the period January-June 1984 to January-June 1985.

41/ Chairwoman Stern notes the significant growth of import penetration over
the period January-June 1984 to January-June 1985. Because in any new
industry import penetration could be expected to change rather drastically
over short periods of time, she does not ascribe great weight to this factor
in the present investigation.

42/ Report at A-24. _ :

43/ Id. There are many non-price considerations in. the purchase of a CMT
including delivery schedules, ability to service the merchandise, packaging,
availability of optional equipment, extended financing terms, and advertising
allowances. A low failure rate and extended warranty were the most important
non-price considerations mentioned by CMT purchasers. All of these non-price
considerations play a role in the purchasing decision. Nonetheless, the
information in this investigation indicates that price is an important factor.

«

16



17

traditional pricing comparisons are inconclusive, 44/ Qnd thus we have not
considered margins of Qnderselling'as significant a factor in this
investigation. 45/ Consequently. we have focused the pricing analysis on lost
sales and price suppression. The Commission contacted 15 firms and
investigated 30 allegations of lost sales which we received from two domestic
produﬁers. The information which we received was based on head-to-head
competition between models which were basically comparable. Although the
exact numbers and models are confidential, we found that there were a
significant number of instances of sales lost to the LTFV imports from Japan
because of price. 46/ Further, the information on ﬁrice treﬁds éhows that
prices dropped significantly from July 1983 through the present. We believe '
that the presence of imports in the U.§. market has exacerbated this
situation. 47/ significantly, prices féll;to the extent that gross margins
began to decLing before profitability was attained. 48/

We find that because of incréasing imports, intense price competition,
and confirmed lost sales based on price, LTFV>impo:ts fromeaﬁan have caused

material injury to the domestic industries.

. r

Id. at A-26.

/
/ See 19 U.S.C. § 1677(E)(ii).

4

blb
wn

|

46/ Report at A-29-A-32.

47/ Commissioner Eckes and Commissioner Lodwick note that the anecdotal
evidence of lost sales and price suppression is consistent with the
substantial increase in LTFV imports relative to U.S. producers' domestic
shipments.

48/ Report at A-18, Table 18; A-24.
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ADDITIONAL VIEWS OF CHAIRWOMAN STERN

Chairwoman Stern notes that the entire statutory purpose of title VII is
directed toward a unitary determination as to whether dumped or subsidized
imports have caused material injury to the domestic industry. The framework
for analysis is quite distinct from the several pronged approach of section
201 which requires the demonstration of serious injury and a separate weighing
of causes. It would be even fufther afield to draw on section 337 for
guidance on this point. The findiﬁgs on the existence of a domestic industry
and its efficient and economic operation are separate from the finding of
substantial'injury caused by the unfair nature of the imports. In title VIi.
section 201, and section 337, the definition of the domestic industry is a
consideration separate from the analysis of the impact of the imports. What
is at contention here is only the appropriate f;amework for judging the
imports' impact.

The present investigation is an excellent example of a case where a
conclusion of "material injury" divorced from causation is a potentially
misleading exercise. Any industry early in its product life cycle would be
expected to experience difficulties and financial losses even if moving toward
a profitable position far more rapidly than predicted. Thus, the presence or
absence of material injury requires a judgment, based on the full context 6f
the industry's circumstancés, that is both relative and qualitative. The
appropriate contéxt for judging the situation requires an assessment of the
impact of the LTFV or subsidized imports on the industry's pe;formance.

There are other possible circumstances where an unduly méchanistic

separation of material injury and causation findings could establish a

18
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framework prejudiéial to a domestic iﬁdustry's case. ' If it should be
experiencing above-normal returns due to innovation, one might conclude the
‘first'step of the two-step test by fihding that the domestic industry is
healthy, and proceed no furthef. Bu£ it is conceptually possible for LTFV
sales to inhibit necessary returns to innovation beyond “normal® profits.

Such an inhibition could constitute material injury remediable under title
VII. But the majority's bifurcated approach might deny such an industry
access to title VII relief by'céﬁcluding that there was no materialvinjury and
that Any examination of causation was ﬁsuperfluous."

Therefore, Chairwoman Stern believes it neither necessary nor desirable
to make a determination'on the question of material injury or threat £heteof
separate from the consideration of causation. She joins her colleagues by
concluding that the domestic CMT industries are experienging economic
problems. See Carbon Steel Wire Rod from Poland, Portugal, and Venezuela,
Invs. Nos. 70i—TA—243-244 and 731-TA-256-258 (Preliminary), USITC Pub. No.
1701 at n.23 (1985); see also Photo Albums and Photo Album Filler Pages from
Hong Kong and the Republic bf Korea, Invs. Nos. 731-TA-240-241 (Final), USITC

Pub. No. at 7 n.19 (1985).
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ADDITIONAL VIEWS OF COMMISSIONER ECKES

Commissioner Eckes shares the Chairwoman's concern for broper
administration of the trade laws which provide the framework for the
determinations made by this agency. As the Chairwoman aptly noted in a recent
337 investigation (Certain Aramid Fiber, Inv. No. 337-TA-194 at 8 n.15),
"Although every case before the Commission presents each Commissioner with the

opportunity to exercise judgment on the questions of fact and proper statutory

interpretation, the clear intent of the statute cannot be changed by rhetoric”
(emphasis added). ‘

More to the point, it is my understanding that the Chaifwoman was
promoting her view in that footnote that section 337 investigations "required"
(emphasis in original) findings regardiﬁg both the existence of an economic
and efficiently operated domestic industry and the existenge of substantial
injury to such an industry.

I find it difficult to reconcileithe chgirwoman's "unitary" approach
advocated in title VII investigations with herAfurcgted interpretation of
section 337. Title VII directs the Commission to determine the existence of
ma£erial injury. S#eculation or personal predilections cannot supplant or
override the plain language of the statute. Nor should it be allowed to
thwart the application oé_the law as envisaged by Congress.

In my view, the Commission should follow the interpretation of this
agency‘s highest reviewing court. The Commission is to make a finding
regarding the question of material injury in each investigation. The Court of
International Trade recently héld that:

. The Commission must make an affirmative finding only when
it finds both (1) present material injury (or threat to or

20
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retardation of the establishment of an industry) and (2)
that the material injury is 'by reason of' the subject
imports. Relief may not be granted when the domestic
industry is suffering material injury but not by reason of
unfairly traded imports. Nor may relief be granted when
there is no material injury, regardless of the presence of
dumped or subsidized imports of the product under
investigation. In the latter circumstance, the presence of
dumped or subsidized imports is irrelevant, because only
one of the two necessary criteria has been met, and any
analysis of causation of injury would thus be superfluous.

American Spring Wire Corp. v. United States, 590 F. Supp. 1273, 1276 (Ct.

Int'l Trade 1984) (emphasis supplied), aff'd sub nom., Armco, Inc. v. United
States, 760 F.2d 249 (Fed. Cir. 1985).
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VIEWS OF.VICE CHAIRMAN'LIEBELER.v

On the basis of the tecord in Investigation No.

731-TA-207 (Final), Cellular Mobile Telephones and

Subassemblies Thereof from Japan, I determine that an
industry'in'the'United States is:hot materially

injured or threatened with material injury, and that

the development of an industry in the United States

is not mater{ally retarded, by reason of imports of *
cellular mébile telephones and subassemblies thereof

from Japan.1

Like Product and Industry

Section 771(10)’of the Tariff Act of 19302

defines like product as a "product which is like, or
‘in the absence of like, most similar'in

characteristics and uses with, the article subject to

lThe record has not changed significantly since the
preliminary phase of this investigation. Thus, the
analysis set forth below is substantially the same as that
found in Cellular Mobile Telephones and Subassemblies
Thereof From Japan, Inv. No. 731-TA-207 (Preliminary),
USITC Pub. No. 1629 (Dec. 1984) (Views of Vice Chairman
Liebeler). '

219 U.S.C. § 1677 (1980).
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~an investigation under this title." I determine that
there are two like products: (1) control units and
subassemblies thereof and (2) transceivers and
subassemblies thereof.

Transceivers and control units are dissimilar in
characteristics and ﬁses. Although a purchaser of a
control unit might purchase the subassemblies which
comprise the control unit, there is very little
;hahce that someone in search of a transceiver would
be satisfied with owning a control unit.
Transceivers and control units are complements, not
substitutes.

The Commission has been directed not to unduly
restrict the definition of like products.3
Subassemblies for transceivers and control units are
all necessary to the proper func;ioning of the

4 All of the subassemblies are

~complete unit.
dedicated for use in either a control unit or
transceiver. I thus find that subassemblies are like
the final producﬁ to which they are dedicated.
Section 771(4)(A) defines domestic industry as

"the domestic producers as a whole of a like product,

3s. Rep. No. 249, 96th Cong., lst Sess. 90 (1979).

4Major subassemblies consist of smaller subassemblies

and components such as reSiStorS. capaCitorS. and
intearated rirenite
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or those p:dducers whose collective output of the

like produpt constitutes a major proportion"of the
total domestic production of that product.5 I
determine that there are two industries: (1) control
units and subassemblies and (2) transceivers and

.subassemblies.6

Material Iﬂju;y |

The leg;sla;ive histor& of the Act indicates that
the Commission shquld consider the dévelopmentai
stage of the indu;try when evaluating claims of
material injury.7 The cellular mobile telephone
(CMT) industry8 is relativély.new, Virtually all

sales occurred in 1984. Start-up costs and research

519 U.S.C. § 1677(4)(RA) (1980).

6A strong argument has been made by Respondents that
subassemblies should constitute one or more like products
and industries. My determination would not have changed
had I concurred. Moreover, I note that because
information is apparently unavailable on production of
individual subassemblies, section 771(4) of the Tariff Act
of 1930 requires that the impact on the industry be
analyzed at the next higher level of aggregation for which
data are available, leading to the same result in this
case.

With respect to the related parties issues, I concur

with the majority. S '

7s. Rep. No. 249, 96th Cong., lst Sess. 88 (1979).
8A11 references to the CMT industry are to be understood

to reflect my determination that the data must be analyzed
in terms of two industries.
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and developﬁent expenditures, however, have been
accruing for the past several years. A subéténtial.
foundation has been laid and the domestic industry is
rapidly expanding. Both domestic and foreign
producers stand ready to serve a dynamic market.
Thus, there is no evidence of material retardation.
‘The CMT industry is an extremely young,
technologically advanced industry for which many of
the traditional injury criteria must.fail.9 Laige
amounts of money have been spent in R&D and in
general start-up costs. In any economically

meaningful sense, these expenditures will continue to

91n Certain Red Raspberries from Canada, Inv. No.
731-TA-196 (Final), USITC Pub. 1680, at 11-19 (1985)
(Additional Views of Vice Chairman Liebeler), I set forth
a framework for examining causation in Title VII
investigations:

The stronger the evidence of the following .. . . the
more likely that an affirmative determination will be
made: (1) large and increasing market share, (2) high
dumping margins, (3) homogeneous products, (4)
declining prices and (5) barriers to entry to other
foreign producers (low elasticity of supply of other
imports).

Id. at 16. These factors, when viewed together, serve as
proxies for the inquiry that Congress has directed the
Commission to undertake: whether foreign firms are
engaging in unfair price discrimination practices that
cause or threaten to cause material injury to a domestic
industry. Trade Reform Act of 1974, S. Rep. 1298, 93th
Cong., 24 Sess. 179. For the reasons given in the text,
this analysis is inappropriate in this investigation.

25
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have value for years. From a tax and accounting
standpoint, however, it is both permissible and
expected that these expenditures will be “"written
off" long before their economic value has been
dissipated. Thus, the CMT industry can be expected
to do poorly early in its development. Profit and
loss statements for é young industry such as this are
therefore even less indicative of the condition of
the domestic induétry than normal.

" Price ;rends.are‘an equally misleading indicator
of injury. As recently witnessed in the calculator
industry, and even more recently witnessed in the
personal computer industry, priceg drop rapidly in

technologically advanced sectors.10

Similarly, a
precipitous fall in price, - one which in an older
 industry might signal disaster, is not indicative of
material injury in an industry such aS-CM'r.11

In its report on the Trade Agreements Act of

1979, the Senate Finance Committee stated

10see generally Quick, Finan & Assoc., ITC Determination
of Injury in a New-Product Market: Cellular Mobile

Telephones, 28 (figure 5) (Oct. 25, 1985).

llgee Quick, Finan & Assoc., Post-Hearing Brief on
Behalf of Oki Electric Industry Co. & Responses to the

Questions by the Commission, Response to question 3 (Nov.
6, 1985).
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Neither the presence nor the absence of
any factor listed in the bill can
necessarily give decisive guidance with
respect to whether an industry is materially
injured, and the significance to be assigned
to a particular factor is for the ITC to
decide.

Financial indicators are inherently unreliable'in a
young industry. As for "real" numbers, such as
output, capacity, shipments and employment, they too
possess some innate biases. One would expect these
numbers to trend upward over time as the industry
matures. However, over the past year, output has
done more than trend upward, it has exploded.
Capacity has increased even more than

production.12 The trend in exports and domestic
shipments is equally promising.13 Employment,
after rising sharply through 1984, appears to have

‘declined slightly. The decline is not surprising

given the tremendous increase in output per

worker.14 In a mature industry, these figures

would be cause for joy. Even in the domestic CMT
industry, the reaction to the growth by its major

producer has been one of extreme pride.15

12Report at Table 3.
1314. at Table 4.
1414. at Table 6.

155ee Motorola's SEC 10-Q for the third quarter of 1984.
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In Certeih Amplifier Assemblies and Parts Thereof
from Japan;l6 the Commission’considered theﬁpiight
of enbther reiatively young, technologically advanced
industry. Acknowledging that the standard injury
analysis would be defective, the Commission focused
its ettention en‘three related factors: (1) the
industry's ability te gain experience. (2) its
ability to‘generate capital for R&D and (3) its
ability to remaln in the forefront of technologlcal
advancement.

The domestic,industry’passes these three tests
with flying coiors.17 Thefe is no indication that

the domestic industry has fallen behind its:foreign

competitors in technol_ogy.18

161nv. No. 731-TA-48 (Final), USITC Pub. No. 1266 (1982).

17The confidentiality of the information collected by
the Commission precludes disclosure . of the actual numbers
underlying this conclusion.

18Further evidence of both the role of technological
advance of the industry in general and Motorola in
particular is the introduction of the cellular portable
~telephone. Report at A-5-6. This phone can fit within an
inside coat pocket, weighs less than 2 pounds and
incorporates the transceiver and control unit into a
single housing. 1Its battery may be recharged with
motor-vehicle power sources. No imports of this item had
occurred as of November 1, 1985. This item is excluded
from the scope of this investigation. The recent
development of this phone by Motorola, however, indicates
that the development of this industry is far from over.
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Accprding to Motorola's petition, it has not
achieved the same level of market share in the CMT
industry that it had captured in the pre-cellular

9

mobile phone industry.1 Nor have Motorola's sales

reached the "expected" level or prices been as high

as Motorola would like. Motorola offers no reason as

to why we should.expect’it to have the same market
share in CMTQ. I do not find the failure to meet
expectations to constitute any credible evidence of
material injury to a domestic injury.

I therefore dete:mine‘that the domestic CMT
20

industry is not materially.injured.

Threat of Material Injury

The Tariff and Trade Act of 1984 added a hew
subsection conqérning threat of material injury
basically codifying existing Commission p;actice.
Section 612(a)(2)(B) provides that an affirmative
threat dete:mination must be "made on the basis of
evigence that the threat of material injury is'réal
and that aqtuél injury is imminent. Such a | |
determination may not be made on the basis of mere

' conjecture or supposit:ion.“z1

19petition at 25.
20gee Quick, supra note 10, at 47-58.

2119 U.S.C. § 1677(7)(F)(ii)(j)(Supp. 1985).
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As indicated in the discussion of material
injury.‘the domestic industry appeérs ready to tackle
the challenge of imports in an ekpanding market.
Moreover, it appears that an increasing number of
foreign produéers are investing in plant and
equipment in the United States. Although this may
not bode Qell for existing'domestic producers,. the
threat to the domestic industry‘must be from imports,
notiforeign investment. |

| The new Act also asks about "the probability that
imports of the merchandise will enter the United
States at prices that will have a depressing or
suppressing effect on domestic prices of the
merchandise" under“investigation. Any imports,
whether "fairly" or "uhfairly" priced, will have a
"depressing effect on prices unless demand is
infinitely elastic. The statute must require more
than this effect Beéause otherwise the answer to the
question would alwaysvbe in the;affirmative. In the
case of CMT's., it has been demonstrated to ny
satisfaction that future imports will be sold at the
price nécessary to make them competitive in the U.S.

market. At the most, this would be "technical

«'.lulup:i.ng.“z2

225, Rep. No. 1298, 93th Cong.., 2d Sess. 179 (1974).
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Causation

The domestic industry is confronted with some
degree of excess capacity at present. Prices are
indeed declining while imports are increasing. Even
if these events constituted evidence of material
injury, the Commission still must determine that.such
injury is caused "by reason of" LTFV imports. I
again cannot concur wiﬁh my colleagues that such
causation exists.

" The legislative history instructs the Commission

to find a "sufficient causal link" between injury and

the LTFV imports. Although the Commission is not
permitted to weigh causes, it must "consider
information which indicates that harm is ‘caused by
factors other3than“the 1ess—than—fai:-va1ue
imports."23 v
One such factor involves the relatively high
failure rate repdrted by some purchasers of

24 Although better warranties or

Motorola's CMTs.
lower prices can make up for lower quality, the
record indicates that Motorola apparently offers

neither.

235, Rep. No. 249, 96th Cong., lst Sess. 75 (1979).

24Report at A-29-32.
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More iméottantly, Motorola bases much of its case
on the fact that its expectations in this iﬂdustry
have not been met. Behind any set of expectations
concerning the financial well-being of a company or
industry lay assumptions about the relevant supply
and demand curves. Overly optimistic estimates
concerning either curve can result in "injury" to an
industry. Such injuries are not to be addressed
under the anti-dumping laws.

In this particular industry, it appears that
Motorola's projections concerning demand may have
been on the rosy side. The demand for CMT's is a
derived demand: the demand for monthly phone
"gervice" determines the quantity of CMT's demanded.
Until the total monthly sérvice'charge drops below
$100, the demand for cellular mobileAtelephone
gservice is both inelastic and small.zs
Correspondingly,. the price of the CMT must be in the
81 000 tange before the quantity demanded reaches the
level that Motorolavexpected. o

Moreover, the demand for qu'service is-di;edtly

" related to the number of licenses granted to begin

25gee Testlmony of John G. Reilly, ICF Inc. (December 3,

1984).
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such sqrvicé by the Federal Communications Commission
(FCC) . The rate at which the FCC issued liéenses in.
1984 was, not as fast as many in the industry had
expected. See Prehearing Brief on Behalf of the
Cellular Telecommunications Industry Assoc. at 11-18
(Oct. 25, 1985). »I

Even if Motorola were a monopolist in this
industry, it would be faced with a similar scenario.
A supply curve indicates the quantitf of a prodﬁct
that a supplier will put on the market at any given
price. An aggregate or ihdustry supply curve is the
sum of all firms' individuél.supply curves. Motorola
is "unwilling" to lower its price to the level
necessary to sell the’quantity it expected.
Conversely, Motorola is also "uhwilling“ to sell a
lower volume at higher prices and_sustain excess
capacity. Because Motorola in reality does have a
large shafe of the market, it may be able to
influence the ultimate price and quantity of CMTs on
the market. However, it cannot alter the
characteristics of the demand curve and should adjust
to its overestimate of demand. 1In the meantime, the
CMT market operates like all others.

In conclusion, I determine that a domestic

industry is not materially injured or threatened with
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material injury, and that the development of a
domestic industty is not materially retarded, by
reason of imports of cellular mobile telephones and

subassemblies thereof from Japan.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On November 5, 1984, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce on behalf of Motorola
Inc., Schaumburg, IL, alleging that imports of cellular mobile telephones and
subassemblies thereof from Japan are being sold in the United States at less
than fair value (LTFV) and that an industry in the United States is materially
injured and threatened with material injury, and the establishment of an
industry in the United States is materially retarded, by reason of such
imports. 1/ '

Accordingly, effective November 5, 1984, the Commission instituted
antidumping investigation No. 731-TA-207 (Preliminary) under section 733(a) of
the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine whether there was a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury, or the establishment of an
industry is materially retarded, by reason of imports of the alleged LTFV
merchandise, classified under items 685.28 and 685.32 of the Tariff Schedules
of the United States (TSUS). 2/

On December 17, 1984, the Commission determined that there was a
reasonable indication that an industry in the United States is materially
injured by reason of alleged LTFV imports of cellular mobile telephones and
subassemblies thereof from Japan. Commerce, therefore, continued its
investigation into the question of alleged LTFV imports and published its-
preliminary determination in the Federal Register of June 11, 1985 (50 F.R.
24554). Commerce preliminarily determined that cellular mobile telephones and
subassemblies thereof from Japan are being sold, or are likely to be sold, in
the United States at LTFV. 3/ On the basis of Commerce's preliminary
determination, the Commission instituted a final antidumping investigation on
June 11, 1985.

Notice of the institution of the Commission's investigation and of a
hearing 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 on
July 3, 1985 (50 F.R. 27496). On July 22, 1985, Commerce published a notice
in the Federal Register (50 F.R. 29713) postponing its final antidumping
determination. Accordingly, the Commission published a notice in the Federal
Register of July 31, 1985 (50 F.R. 31050) revising its schedule for the
conduct of the investigation. 4/ Commerce published an affirmative final LTFV

1/ The petition is supported by E.F. Johnson Co., Waseca, MN.

2/ These tariff items were enacted in the Trade and Tariff Act of 1984, Pub.
L. 98-573, effective Jan. 1, 1985; item 685.29, referenced in investigation
No. 731-TA-207 (Preliminary), was eliminated from the TSUS.

3/ A copy of Commerce's notice of its preliminary determination is presented
in app. A. ,

4/ Copies of the Commission’'s notices of institution of final investigation
and revision of schedule are shown in app. A. A-1
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determination in the Federal Register of October 31, 1985 (50 F.R. 45447). 1/
The Commission's public hearing was held on October 30, 1985, 2/ and the vote
was held November 26, 1985. The applicable statute directs the Commission to
notify Commerce of its final determination within 45 days of Commerce's final
LTFV determination, or by December 9, 1985.

Cellular mobile telephones and subassemblies thereof have not been the
subject of any other investigation conducted by the Commission; however, on
December 3, 1984, the Commission made a final affirmative determination in an
antidumping investigation on cell-site transceivers (731-TA-163 (Final),
Cell-Site Transceivers and Subassemblies Thereof from Japan), which are
necessary for the operation of the subject product. The relationship between
cellular mobile telephones and cell-site transceivers is explained in later
sections.

~ Nature and Extent of Sales at LTFV

In addition to complete cellular mobile telephones, Commerce's
investigation includes cellular mobile telephone transceivers, control units,
and subassemblies. Subassemblies, for purposes of Commerce's investigation,
are any packaged assemblage of electronic components equal to or greater than
$5.00 in value and used exclusively in cellular mobile telephone transceivers

or control units. These products are more fully described in the following
section. -

The Department of Commerce's final LTFV determination was based on an
examination of complete cellular mobile telephones and/or cellular mobile
telephone transceivers, control units, or subassemblies exported to the United
States by 6 Japanese firms during June 1l-November 30, 1984. The firms, which
include Hitachi, Ltd. (Hitachi); Matsushita Electric Industrial Co., Ltd.
(Matsushita); Mitsubishi Electric Corp. (Mitsubishi); Nippon Electric Co.,
Ltd. (NEC); OKI Electric Industry Co. (OKI); and Toshiba Corp. (Toshiba),
accounted for more than 60 percent of Japan's exports of cellular mobile
telephones to the United States during this period.

For the purpose of determining whether these exports were, or were likely
to be, sold at LTFV, Commerce compared the U.S. purchase price (if sold to an
unrelated customer) or the exporter's sales price (if sold to a related
customer) with a fair market price based in some instances on home-market and
third-country sales and in other instances on production/selling costs in
Japan. Using these criteria,- Commerce found final dumping margins on the
sales of all of the firms examined except Toshiba. The weighted-average
margins are as follows (in percent): .

1/ A copy of Commerce's notice of its final determination is presented in

app. A. ‘
2/ A list of witnesses at the Commission's hearing is shown in app. B.

A-2



Margin
Toshiba- - - 0.00
)6 N — 9.72
Hitachi-————-mmmm e 2.99
Mitsubishi---- - - 87.83
NEC- - ————mm e 95.57 1/
Matsushita---—-—————cceec--- 106.60 1/ .

1/ In the absence of adequate questionnaire responses, Commerce calculated
NEC's and Matsushita's dumping margins on the basis of information Motorola
submitted in its petition. The weighted-average margin on all sales compared,
applicable to all other manufacturers or exporters in Japan, is 57.81 percent.

The Product

Description and uses

Cellular mobile telephones are wireless two-way electronic communication
devices which are designed to be installed in motor vehicles and use motor-
vehicle power sources. 1/ They connect the motor-vehicle driver or passenger
with traditional wireline telephones, other cellular mobile telephones, and
certain services activated by phone by means of a cellular transceiving
system, i.e., a system of small transceiving (transmitting and receiving) base
stations regularly distributed throughout a geographical area. Cellular
transceiving systems and cellular mobile telephones are complementary:
cellular mobile telephones will not function without cellular transceiving
systems, and cellular transceiving systems are constructed exclusively for
cellular mobile telephones.

The use of cellular transceiving systems primarily distinguishes cellular
mobile telephones from conventional mobile telephones, which connect
motor-vehicle drivers or passengers with wireline telephones by means of a
single large transceiving base station. A technological improvement over the
single base station, cellular transceiving systems allow more calls to be
transmitted within a geographical area. Because more calls can be
transmitted, more telephones can operate. Cellular transceiving systems can
serve over 300 times the number of customers conventional mobile telephone
systems can serve. As of September 30, 1985, 76 cellular transceiving systems
were in service in 65 major metropolitan areas, with several others under
construction. It is expected that the Federal Communications Commission (FCC)
will award construction permits for at least another 30 systems by the end of
1985. In conformance with FCC regulations, all cellular mobile telephones
sold in the United States are built to many of the same functional
specifications, such as operating voltage, transmitting power, receiving
sensitivity, and frequency range. This prevents cellular mobile telephones

1/ Some cellular mobile telephones are designed so that they may be easily
removed from the motor vehicle and transported on foot. These versions,
commonly referred to as cellular transportable telephones, are somewhat
smaller than the standard version and are provided with a plug-in battery and
carrying case for transportable use. . Al
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from interfering with other communication systems and insures the compatibility -
of any cellular mobile telephone with any cellular transceiving system. The
operation of a cellular mobile telephone is not confined to any particular
system. 1/

The ability to connect the motor-vehicle driver or passenger with
wireline telephones primarily distinguishes cellular mobile telephones from
citizens band (CB) radios and other wireless two-way communication devices
designed to be installed in motor vehicles. Unlike cellular or conventional
mobile telephones, moreover, these radios can neither transmit calls
selectively to individual receivers nor transmit and receive calls
simultaneously.

Cellular mobile telephones consist primarily of (1) a transceiver, a
dictionary-sized box of electronic subassemblies, usually mounted in an
automobile trunk or under the seat, which permits a call to be received and
transmitted; and (2) a control unit, a handset and cradle resembling a modern
telephone, which permits the motor-vehicle driver or passenger to dial, speak,
and hear the call. A special antenna is connected to the transceiver, and the
transceiver and control unit are connected by a multiwire cable. The v
transceiver alone accounts for 75-85 percent of the cost of a cellular mobile
telephone. Transceivers and control units are produced, imported, and often
inventoried separately. In general, however, they are not sold to U.S.
purchasers separately, except as replacement parts in large-volume sales.
Large buyers will sometimes specify that extra transceivers and/or control
units be included in the sale as a precautionary measure against defective
units. Neither the transceiver nor the control unit has any commercial value
apart from cellular telephone systems There are no other uses for which they
might be sold.

Transceivers and control units produced by different manufacturers are
not identical. There are 22 makes and at least 35 models of cellular mobile
telephones sold in the United States, with list prices ranging from less than
$1,000 to more than $2,500. Transceivers in outward appearance and function
are similar. Some are more compact than others, which allows for more
flexibility in placement. Control units, however, are sold in a variety of
configurations and incorporate a variety of features, both standard and
optional. Some have all primary controls and indicators on the handset;
others have them distributed between the handset and cradle. Common features
include push-button, illuminated dialing; digital display of dialed numbers;
memory dialing, which allows the user to store numbers and call them up at the
touch of one or two buttons; status indicators, which alert the user that
he/she is out of their home cellular system or out of any cellular system;
last number recall, which allows the user, with the push of a button, to
automatically dial the last number entered; and audio-volume controls. Common
optional features include hands-free operation, which, through a microphone
and speaker, allows the user to talk and listen without 1lifting the handset;
extended memory capability; call timers, which measure and display the
duration of calls; horn alerts, which activate the vehicle's horn if the user
receives a call while away from the vehicle; electronic locks, which prevent

1/ For a further discussion of cellular transce1V1ng systems, see the
Commission's report on inv. No. 731-TA-163 (Final), Cell- Slte Transceivers and A-4
Subassemblies Thereof from Japan.
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unauthorized use of the phone; and color choice. The availability of features
is not consistent. What is standard in one may be optional in another, or not
available at all. :

Because different features are incorporated into different control units
and because the operation of these features must often be accessed by
proprietary electronic codes through the transceiver, transceivers and control
units of various manufacturers are not completely compatible. Certain
features of one manufacturer's control unit may not be operable with another’'s
transceiver. In general, however, transceivers and control units of different
manufacturers can be connected with no adaptation and at least perform the

basic function for which they are all designed, i.e., receiving and making a
call.

Transceivers consist of several .circuit modules, or major subassemblies,
which compartmentalize certain functions common to every transceiver.
.Essentially integrated assemblages of smaller subassemblies and fungible
components such as resistors, capacitors, and integrated circuits, they are
easily screwed or snapped into or out of the transceiver case. "Kits" of
major subassemblies for transceivers are sometimes sold to U.S. purchasers for
replacement purposes. Although all transceivers incorporate the same
functions, they differ as to how they organize these functions into major
subassemblies. 1/ Depending on the manufacturer, a transceiver may consist of
from 5 to 10 of these basic units. The configuration, arrangement, and
components of the major subassemblies also differ. Thus, subassemblies for
one manufacturer are rarely interchangeable with those of another.

At least two major subassemblies, one for audio processing and one for
signal processing, are commonly incorporated into the control unit. Like
those for the transceiver, those of different manufacturers are rarely
interchangeable. Neither subassemblies for the transceiver nor those for the
control unit are sold for use in products other than cellular mobile
telephones. 2/ '

In 1984 Motorola introduced a type of telephone that utilizes cellular
transceiving systems, called a cellular portable telephone, which is
relatively small (it fits into an inside coat pocket), light-weight (about 2
pounds), and incorporates the transceiver and control unit into a single
housing. A battery, which may be disconnected from the phone, provides its
only source of power. (Although it is not made to use motor-vehicle power
sources, it may be used in a motor vehicle and recharged with motor-vehicle

1/ The basic functions incorporated into one or more major subassemblies
include audio processing, signal processing (logic), frequency transmitting,
frequency receiving, frequency comparing (synthesizing), duplexing (enabling
sending and receiving at the same time), and power amplifying.

2/ The scope of Commerce's investigation includes any packaged assemblage of
electronic components valued at $5.00 or more and used exclusively in cellular
mobile telephone transceivers or control units. This includes all of the
major subassemblies and several smaller subassemblies incorporated into them.
Because of the almost unlimited variety of smaller subassemblies, both actual
and potential, this report will focus on the major subassemblies only. A-5
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power sources). With weight and dimensions similar to a modern walkie-talkie,
it may be easily transported from place to place and held by one hand while in
~ use. Because of its small size and power constraints, however, it lacks many
of the features common to cellular mobile telephones, and its capacity to
receive and transmit calls is limited. As of November 1, 1985, there had been
no imports of this item into the United States for commercial sale. It is not
included in the petitioner's complaint, and is specifically excluded from the
scope of Commerce's investigation. (Commerce does not define cellular portable

telephones as such. It simply excludes from its investigation "pocket-sized
self-contained portable cellular telephones"). 1/

U.S. tariff treatment

Because cellular mobile telephones are wireless, i.e., because they
transmit and receive signals through the atmosphere rather than through a wire
or cable, they are technically radios, not telephones. Accordingly, cellular
mobile telephone transceivers, control units, and subassemblies are classified
under TSUS items 685.28 and 685.32, residual classifications for
radiotelegraphic and radiotelephonic transmission and reception apparatus and
parts thereof. 2/ The column 1 (most-favored-nation) rate of duty for these

1/ Currently, only Motorola offers these types of telephones for sale in the
United States. * * %X, NEC America, Inc., introduced a cellular mobile
telephone into the United States in early 1985 which it advertises as a
portable but is different from Motorola's portable in several respects: it is
nearly 4 times heavier (about 7-1/2 pounds) and larger (about the size of a
desk top calculator); its transceiver and control unit are not incorporated
into a single housing (they snap together for transportable use); it is
designed to use motor-vehicle power sources, or, alternatively, a portable
power source (which snaps onto the transceiver); and it must be held by two
hands while in use (the handset is linked to the cradle and transceiver by a
cord). It is, however, lighter and more compact than other cellular
transportable telephones, and, unlike Motorola's portable, its portable power
source gives it transmission capabilities equivalent to cellular mobile
phones. (Commerce deemed this article to be a cellular transportable
telephone, and thus within the scope of its investigation, because it is
designed to use either a motor-vehicle or portable power source and is
therefore in conformance with Commerce's definition of a "transportable”
phone. Commerce further determined that it was not a portable phone because
it would not be possible to carry it in a pocket nor operate it with one hand).

2/ According to the U.S. Customs Service, transceivers are properly
classified under item 685.28 and control units and subassemblies are properly

classified under item 685.32. These items came into effect on January 1,
1985, as part of the provisions of the Trade and Tariff Act of 1984. Prior to
this time, transceivers, control units, and subassemblies were classified
together under item 685.29., The Trade and Tariff Act eliminated this item
from the TSUS.

A-6
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TSUS items, applicable to imports from Japan, is 6 percent .ad valorem. 1/ WNo
reductions are scheduled. Imports under TSUS items 685.28 and 685.32 are not
eligible for duty-free entry under the Generalized System of Preferences.

U.S. Subassembly Producers

There are 5 firms in the United States that manufactured subassemblies
for cellular mobile telephone transceivers and/or control units between
January 1982 and June 1985: * % %, % % % with the exception of those sold as
replacement parts, most subassemblies manufactured by these firms were used
proprietarily in the manufacture of transceivers and control units. A
neglible volume was sold to foreign and/or other U.S. manufacturers. All
articles which may satisfy Commerce's definition of a cellular mobile
telephone subassembly are produced in the United States. 2/

U.S. Transceiver Producers

There are 7 firms in the United States that assembled cellular mobile
telephone transceivers from subassemblies between January 1982 and June 198S.
The U.S., operations of * * * are summarized in table 1.

U.S. Control Unit'Producers

There are 5 firms in the United States that assembled control units from
subassemblies between January 1982 and June 1985. * % X%,

U.S. Importers and Japanese Producers

There are 16 known firms in the United States which imported cellular
mobile telephone transceivers, control units, and/or subassemblies from Japan
between January 1982 and June 1985. Table 2 identifies each importer, the
Japanese manufacturer(s) from which it purchased, and the type of item
(transceiver, control unit, and/or subassemblies) it imported.: * x %, 3/
Several of the importers identified in table 2 are related to Japanese
cellular mobile telephone producers. :

1/ The rates of duty in the column numbered 1 are most-favored-nation (MFN)
rates and are applicable to imported products from all countries except those
Communist countries and areas enumerated in general headnote 3(d) of the
TSUS. The People's Republic of China, Hungary, Romania, and Yugoslavia are
the only Communist countries eligible for MFN treatment. However, MFN rates
would not apply if preferential tariff treatment is‘sought and granted to
products of developing countries under the Generalized System of Preferences
(GSP) or the Caribbean Basin Economic Recovery Act (CBERA), or to products of
Israel or of least developed developing countries (LDDC's), as provided under
the Special rates of duty column.

2/ Transcript of hearing, p. 122.

3/ Because they are not used exclusively in cellular mobile telephones, the
duplexer and another relatively important subassembly, the variable control
oscillator (VCO), may not fall within the scope of Commerce's investigatig&7
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Table 2.--Cellular mobile telephone transceivers, control units, and sub-
assemblies: U.S. importers, Japanese manufacturer from which importer

purchases, and types of items imported, January 1982-June 1985

: Japanese manufacturer : Type of item imported -
for cellular mobile

from which importer

Importers :
: purchases : telephones 1/
* % * * % % '

1/ T=Transceiver; C=Control Unit; S=Subassemblies.
2/ Subsidiary of Japanese manufacturer from which it
3/ X Xk %, .

imports.

Source: Compiled from information developed by the U.S. International Trade
Commission
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In addition to the Japanese firms shown in table 2, at least four
others--* * *--manufacture cellular mobile telephone transceivers, control

units, and/or subassemblles None, however, has exported these items to the
United States. :

" Channels of Distribution and Sales Practices

Most cellular mobile telephones that are sold in the United States by
U.S. producers and importers are made to order and sold to operators of
cellular transceiving systems, which in turn sell the phones wholesale to
authorized agents and dealers. The agents and dealers sell to the consumer
and provide installation, phone number, and equipment servicing. The operator
provides the telephone service itself and bills the consumer accordingly.
Some dealers, known as resellers, also purchase and sell the telephone
service. The vast majority of subscribers are businesses and organizations.
Very few phones have been sold for private use.

Operators award sales contracts to U.S. producers and importers on a
competitive-bid basis after soliciting offers to supply a certain quantity of
phones. The quantity contracted for may differ significantly from the
quantity solicited for. The quantity and/or price of what is eventually
shipped, moreover, may differ significantly from the quantity and/or price of
what was contracted for. In general, sales contracts specify that a certain
number of phones at a certain price (including transceiver, control unit,
connector, and antenna) be delivered within a specified period of time.
Payment is due at the time of delivery and only for the amount delivered.
Depending on competitive prices for other available makes at the time of
shipment, the buyer may renegotiate the sale. If the contract supplier
refuses to reduce its prices accordingly, the buyer may cancel or take less of
any remaining deliveries contracted for. For this reason the price offered by
the winner of a contract is often of more concern to other suppliers than the
awarding of the contract, since the price sets a reference point for future
contracts and may become the basis for renegotiating others.

Because sales of cellular mobile telephones are proximate to the con-
~struction of cellular transceiving systems, potential contracts are known in
the industry several months in advance. Four U.S. producers of cellular
mobile telephones or subassemblies thereof (Motorola, GE, E.F. Johnson, and
Harris), one Japanese producer (NEC), and one large U.S. purchaser (AT&T
Consumer Products Division, Parsippany, NJ) also sell cellular transceiving
systems. Contracts for cellular transceiving systems are awarded by
FCC-approved licensees, which may or may not be the system operators. Despite
their functional interrelationship, cellular mobile telephones and cellular
transceiving systems have been sold separately.

Consideration of Alleged Material Injury

With the exception of U.S. producers' financial performance and
employment, for which data are available only on complete cellular mobile

A-10
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telephones, the following sections discuss transceivers and.control units
separately. Subassemblies are not discussed separately because producers do
not regularly maintain separate data on these items: virtually all of these

items are used proprietarily in the manufacture of transceivers and control
units.

Only those firms in the United States which manufactured major
subassemblies for transceivers and/or control units prior to June 1985 are
included in this section, i.e., * % %,

U.S. production, capacity, and capacity utilization

'~ Since 1982, the first year in which cellular mobile telephones were.
produced in the United States, production has increased exponentially.  From
* % %X ynits in 1982, U.S. production of transceivers for: cellular mobile
telephones increased to 86,392 in 1984, and from 27,583 units in January-June
1984 to 46,366 units in January-June 1985 (table 3). Similarly, U.S.
production of control units increased from * * X ynits in 1982 to 65,792 units
in 1984 and from 25,583 units in January-June 1984 to 44,629 units in
January-June 1985. * % X,

‘Average capacity for both transceivers and control units increased
similarly despite the closing of * * X, As of June 30, 1985, U.S. capacity
~was about 244,000 units annually for transceivers and about 221,000 units
annually for control units. As a percentage of capacity, U.S. production of
transceivers and control units increased from * * % percent. in 1983 to 47.4
and 49.8 percent, respectively, in 1984. From January-June 1984 to.
January-June 1985, capacity utilization :increased somewhat for transceivers
but declined slightly for control units. * % %,

U.S. producers' shipments and exports

The trend for total U.S. producers' shipments parallels that for
production (table 4). Shipments of U.S.-produced transceivers increased from
* %X % ynits, valued at * * X, in 1982 to * * * units, valued at * * %, in
1984. Concurrently, shipments of U.S.-produced control units increased from
* % X ynits, valued at * x. %, to X X X ynits, valued at * x X, From
January-June 1984 to January-June 1985, shipments of both transceivers and
control units increased by about 100 percent. Exports of transceivers and
control units, which accounted for nearly * * X of total U.S. producers’

shipments in 1982-June 1985, increased similarly throughout the period, as
shown in table 4.
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Table 3.--Cellular mobile telephone transceivers and control units: u.s. pro-
duction, average capacity, and capacity utilization, by firms, 1982-84,
January-June 1984, and January-June 1985

January—Jﬁne——

Item ‘1982 ' 1983 | 1984 -
: : ‘ 1984 : 1985
Transceivers: : : :
Production: : : : : :
X K Ko : Kkk o xkKk o x%kk o xkk o X%k
Total----—-- units-—-: xkk 3 kkk 86,392 : 27,583 : 46,366
Average capaclty : : : : : :
X X Koo : *kK *kK XXk *XkKk . *kk
Total-———----~ units--: *kk *%%x : 182,090 : 98,100 : 134,400
Ratio of production to : : s :
capacity: : : o : _ : :
% % X : XKk 3 *KkK 3 *kKk XKk *kk
Average-——percent—- xkk Kkk 47.4 : 28.1 : 34.5
Control units: : : : : : I
Production: : i : : :
* X K__ : XKk ;- kkk g XKK ¢ *kK . *kk
Total-—————-- u nits-- XXX xkk : 65,792 : 25,583 : 44,629
Average capacity‘ - : : : : :
X X X I b 2.2 Xxkk 3 xkk ¢ xkk o KXk
Total--——-—-- units—-: kKX o *x%x%x : ° 132,200 : 68,100 : 121,500
Ratio of production to : : : ' : i
capacity: : : : : :
% kX %X : AKK ¢ xkK *kk s *kk kK
Average----percent--: XXk o X%k o 49.8 : 37.6 : 36.7
17 X % %,
2/ %X % %,
3/ % % X,
VEREF
5/ x X X,
6/ X % X,
[TER R
8/ % X %,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. -
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Table 4.--Cellular mobile telephone transceivers and control units: U.S. pro-
ducers' domestic shipments and exports, by firms, 1982-84, January-June
1984, and January-June 1985

.
.

January-June--

Item 1982 ¢ 1983 © 1984 ' -
: : : 01984 1985
f Quantity (units)
Transceivers: : : : : :
Domestic shipments: : o : : :
x % % : *kK XXX Xkk . kkk 3 KKk
Total : kkk *%kk . 61,428 : 19,819 : 31,534
Export shipments: : : : : s
Tk ok ok : XXX 3 xkX o *kK xKkK 3 KKk
Total—~m—c——m—mmee e : *kK AKX 3 *kk *kK kkk
Total————————— : *kk *KK *kK *kK Kk X
Control units: : : : : :
Domestic shipments: : : : : :
*x kX % e *KX 3 kKK *kK *kKk KKk
Total : *kk xkk 3 49,564 : 17,998 : 29,207
‘Export shipments: : : : : :
X X % : AkK *kK XKk *KK 3 kX
Total——————mmmme e : *hK 3 *kK *kK *kK Kok X
Total—————— o : xkk *kK o - *kK *KK. 3 Kk
f Value (1,000 dollars) 1/
Transceivers: : : : : :
X K K : *kK XKk 3 *kK *KK 3 *kk
Total : XXk xkk 84,565 : 30,424 : 32,551
Export shipments: : : : : :
b SR S — B *kk 3 KKk o xkk o xkk o kX
Total — : T okkk e xkk s kkk o *kk o Kkk
¢ Total——————— e : *kk . *kk *kK *AK 3 *kk
Control units: : : : : :
Domestic shipments: : : HE : :
K K K : *kK *kX *KkK *kK 3 . kkk
Total————mmm : ' *kk *kk o 17,696 : 7,091 : 7,576
Export shlpments : : : : :
* K K : XkK *kX *kk *kK 3 * kX
Total-—————— e : kkk o *xkk o *Kkk o *kk ¢ Xkk
Total—--——— e : *kk . *kk *KK s *kK 3 Kk k

.o

1/ Estimated.

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

. * % X (table 5). As of December 31, 1984, U.S. producers -held in

inventory 16,442 transceivers, or * * X percent of 1984 shipments, and 8,155
control units, or * * * percent of 1984 shipments. From June 30, 1984, to
June 30, 1985, inventories of transceivers more than tripled from * % %
percent of annualized shipments to * * % percent. In the same period
inventories of control units more than doubled and increased from * * %
percent of annualized shipments to * * X percent.

Employment

The average number of production and related workers producing cellular
mobile telephone transceivers and/or control units increased from * * % in
1982 to 1,468 in 1984, but declined to 1,118 workers in January-June 1985
because of the closing of * * * plant (* * X workers) in * * %, the cutback in
% % % operations (affecting * * X employees) in * * * | the closing of * * %
plant (* * * workers) in * * X, and other reductions of U.S. producers
beginning in the fourth quarter of 1984 (table 6). (The total decline in
employment is less than the sum of the workers affected at these plants
because of partially offsetting increases at other plants). * * X, The trend
for hours worked by production and related workers is similar to that for
average employment. Because of increased U.S. production, however, worker
output rose from * * X units per 1,000 hours in 1982 to 38.9 units per 1,000
hours in January-June 1985.

Total compensation paid to production and related workers increased from
% % % in 1982 to $38.3 million in 1984, but fell from $16.4 million in
January-June 1984 to $15.7 million in January-June 1985 (table 7). The:
average hourly compensation paid to those workers declined from * * % in 1982,
when much of workers' time was * * %, to $12.53 in 1984, but increased to
$13.18 in January—June 1985. Unit labor costs declined from over * * * in
1982 to $444 in 1984, and from $593 in January—June 1984 to $339 in
January-June 1985.

Financial experience of U.S. producers

Income-and-loss data were received from two producers, Motorola and E.F.
Johnson, on their U.S. cellular mobile telephone operations, including
transceivers, control units, and subassemblies. Motorola began production of
such products in the last quarter of 1982 and E.F. Johnson in the. last quarter
of 1983. Each firm's financial data are discussed separately.

Motorola.--Selected financial data on Motorola's operations are shown in
table 8. * % X,
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Table 5.--Cellular mobile telephone transceivers and control units:
ducers' end-of-period inventories, by firms, 1982-84, January-June 1984 and

January-June 1985

U.S. pro-

. . . . January-June--
Item P 1982 ‘1983 P 1984 -
. X . 1984 T 1985

Transceivers: : :
Inventories: : : : H :

* Kk K : *kk xkK XXk ¢ *AX . RkKk

Total-————= units-—-: *kk S k%% ;16,442 : 4,717 : 15,851
Ratio of inventories : : :
to total shipments: : : :
during the pre- : : :
ceding period: : : 4 : .o

* X Ke_ : *kk xkKk s KKK *AK 3 *KkX

Average--percent--: XXk xkk o kXX XXX *kok
Control units: : ' : : e :
Inventories: : : : : H

* % % - kkk s xkk XKk 3 KKK KK

Total-————- units--: kkk 3 *kk o 8,155 : 4,680 : 9,817
Ratio of inventories : : :
to total shipments: : : : :
during the pre- : : : :
ceding period: : s ©os :

x % % - : xKX o xKK 3 *kK s XRK KKK

Average--percent--: *%kk kkk 3 XKk Kok 1]

1/ Annualized.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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Table 6.--Average number of production and related workers producing cellular
mobile telephones in U.S. establishments, hours worked by such workers, and
output, by firms, 1982-84, January-June 1984, and January-June 1985

January-June--

Item 1982 ¢ 1983 ' 1984 ° - -
: : . ‘ 1984 ° 1985

Average number of pro- : : : :
duction and related :
workers producing
cellular mobile

telephones in U.S. : : : :
establishments: : . : : :
K K Koo : *kK s XKk *kK - XkK *kk
Total-———-- number--: kX X%k o 1,468 : 1,221 : 1,118
Hours worked by produc- : k : : :

tion and related

workers producing : : : : :
cellular mobile tele- : ' :
phones in U.S. estab- : : : : :
lishments: : : B : _ :
X K Ko : *kK s *XkK *KK 3 *RK 3 *kKk
" Total : : : : :
1,000 hours--: *kk . *kk o 3,059 : 1,336 : 1,192
Output: ' ) : H : : v
TR K Ky XXk )Rk *kK *KK o xXkK
Average cellular : : : : :
telephones per : . : . : :
1,000 hours----- : *kk 3 *%%x : 8/ 28.2 : 9/ 20.6 : 10/ 38.9
17 * % %,
2/ % % %,
3/ % % %,
4/ % % %,
5/ % % X,
6/ X X X,
7/ % % %,
8/ Includes * * * transceivers without control units.

9/ Includes * * * transceivers without control units.
10/ Includes * * * transceivers without control units.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 7.--Total compensation paid to production and related:workers producing .
cellular mobile telephones in U.S. establishments, hourly compensation, and

unit labor costs, by firms, 1982-84, January-June 1984, and January-June
1985

January-June--

Item ‘1982 ' 1983 ' 1984 -
o ‘ ‘ 1984 © 1985

Total compensation paid :

to production and re- : : : , : ‘ H
lated workers produc- : o : : :
ing cellular mobile : : : : :
telephones: N H e e :
X * b : XKk o xkk o kkk - o - kkk o - kkk
Total ‘ : : I o : .
1,000 dollars--: X%k 3 Xkk 38,340 : 16,355 : 15,714

Hourly compensation paid:
to production and re- :
lated workers produc¢- :
ing cellular mobile

e oo o

telephones: : : : . : :
X Xk X__ : Xk XKk XK 3 xkK - XKk
Average---per hour: : e - : :
per worker—--————--: kkk xkk : $12.53 : $12.24 : $13.18
Unit labor cost: : : ' T : :
X % % : XKk o XKk o L kkk s *kK xkX
Average---per : : : o ‘ v g :
cellular mobile : T : : s
telephone-———--- : xkk S kkx 8/ $444 : 9/ $593 :10/ $339
1/ * % %,
2/ % % %,
3/ *k % %,
4/ *x % %,
5/ % % %,
6/ % % %,
[TEERES

8/ Includes * * * transceivers without control units.
9/ Includes * * * transceivers without control units.
10/ Includes * * * transceivers without control units.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 8.--Selected financial data for Motorola on its U.S. cellular mobile
telephone operations, 1982-84, January-June 1984, and January-June 1985.

January-June--

Item * 1982 ' 1983 ' 1984 ° -
: : : 11984 , ° 1985
Net sales—————~-- 1,000 dollars--: XXX *kk *kk g ot ot kX
Cost of goods sold—-------do—---: kX kX *kX kX *kk
Gross profit or (loss)----do----: kXX *kk Lt LI *%kk X%k
General, selling, and adminis- : : : : :
trative expenses-———-—-—- do----: *kX *%xX XkX *kk . fadadad
Operating income or (loss) i : : : e
. do-——-—-: x%kk o 13 3 S kkk o XKk o XKk
Interest income or (expense) : : : : :
net- ~--do : Xkk o AKX o xkk o xKkK o Kxkk
Other income or (expense), : : : : :
net ;/ ——do~—--¢ *%kk o xk¥k o kkk o Xkk o XKk
Net income or (loss) before : : : ' : :
income taxes- do : ot ot I alot JH *kk et et B kkk
Depreciation and amortization : : : : T
expense—- do H AkK o xkX ¢ xkXk o X%k o xkk
Cash flow or (deficit) from : : ¢ : :
operations--- do : *kk o *kk 3 et ot Lt fataded
As a share of net sales: St H : T :
Gross profit or (loss) i : 8 : : :
. percent-—-: AkK o kKK o kkk o xKkk o Kk kk
Operating income or (loss) : Lo o : :
do----: xkX 3 xkk o xkXk o kkKk o Xk kX
Net income or. (loss) before: : H ] : :
income taxes—-------——- do-—---: *kX 3 KKK 3 *kk Lt t Kokk
Cost of goods sold—-—--- -do—~—~: kK *kk *xkk xkk o *kk
General, selling and adminis- : : : : :
trative expenses——---- do-~--: *kk oot B ot L I *kk 3 batat ]
Research and development : : : : : :
1,000 dollars—-: atat H fata i BIH *kk *k%k o Fokk
Capital expenditures—-—-—-- do-~--: kkk *kk o *kk ot L I *XkK
Fixed assets at cost-—---- do—---: fatat I XXXk 3 et I *kk 3 *k%
1/ * % %,
2/ X % X,
3/ % % x,
Source: Compiled from data submitted in response to questionnaires of the

u.s. International Trade Commission.

A-18



A-19

E.F. Johnson.--Selected financial data on E.F. Johnson's operations are
~ shown in table 9.

Table 9.--Selected financial data for E.F. Johnson on its U.S. cellular mobile
telephone operations 1983-84, January-June 1984, and January-June 1985

January-June--

Item P 1983 1984 - -
) : : 1984 . 1985
Net sales—-————————n 1,000 dollars—-: *kK kX *kk *kk
Cost of goods sold-———-———ea— ~do——-—-: Xkk kkKk XKk faladel
Gross profit or (loss)---————-- do----: *kk 3 *kX *kk : kkk
General, selling, and administrative : : : :
expenses- -~-do----: Xkk 3 XXk 3 Xkk o fodaded
Operating income or (loss)-----do----: kkxk kkk o XXX Kokk
Interest income or (expense), : : o :
net ; —_— do : *kk *kk *kX *kk
Other income or (expense), net-do----: XXXk o kkk o XXX . kkk
Net income or (loss) before income : : : :
taxes do-——-: kX o xkk o XKkK o X KkK
Depreciation and amortization expense: : : :
, do————: kkk o *kk xkk o kK
Cash flow or (deficit) from : : : : .
operations——- do----: fatt xkk o Xkk kkk
As a share of net sales: : : : :
Gross profit or (loss)----percent--: *kk o *kk . kkk 3 Kokk
Operating income or (loss)---do—----: XKk ¢ kkk xkk : *kk
Net income or (loss) before income : : : : : :
taxes-————- ——— -do————: KkXk o KKk o XKk o xRk Xk
Cost of goods sold————~———m—- do——--: *kk o kkk XKk 3 dokk
General, selling and administrative: : : :
expenses ~—=-do--—-: *kk o XKk XKk 3 xkk
Research and development : : : H
1,000 dollars--: *kk *kk o kXX *okk
Capital expenditures——-———-—ce—o do----: = kkk *kk o kkk xkk
Fixed assets at cost-—-—————--—-do-—--: ot S XXX o *kk 3 *kk

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Research and development expenditures.--Motorola's and E.F. Johnson's

research and development expenditures related to operations on cellular mobile

telephones are shown in the following tabulation (in thousands of dollars):

January-June-—

1982 1983 1984 1984 1985
uotorola ————————— Kk k X%k Kk k XKk Kk Kk
E.F. Johnson-———- XKk * kK ) Kk k KKKk XKk Kk

Total————————— Xkk XXX XXX XXk Xkk

Total research and development expenditures increased by * * * percent
from * * % in 1982 to * * * in 1984. Such expenditures declined to * * % in
January-June 1985, compared with * * X 1n the correspondlng period of 1984, a
drop of * * * percent. * * X,

Capital expenditures.--Motorola's and E.F. Johnson's data related to
their expenditures for buildings, machinery, and equipment used in the
manufacture of cellular mobile telephones are shown in the following
tabulation (in thousands of dollars): '

January-June--

1982 1983 1984 1984 1985

Motorola-———=-—==- %k Kk %k * KK kK Kk XXk b2 ¢ 4
E.F. Johnson----- XXk *kk XXk XXk kkk
Total-———————- kKK *k Xk KKk *kk Kk k

Capital expenditures decreased from * * * in 1982 to * * * in 1983 and
then increased to * * * in 1984. Such expenditures fell to * * % in
January-June 1985, compared with * * X in the corresponding period of
1984, X * %,

Consideration .of Alleged Threat of Material Injury

" In the examination of the question of threat of material injury to an

industry in the United States, the Commission may take into consideration such

factors as the rate of increase of imports and market penetration, probable
suppression and/or depression of U.S. producers' prices, the capacity of
producers in the exporting country to generate exports, the availability of
export markets other than the United States, and U.S. importers' inventories.
Import and market penetration trends for cellular mobile telephone
transceivers and control units are discussed in the following section. A

discussion of importers' inventories and foreign capacity and exports, to the
extent such information is available, is presented below.
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Data received from U.S. importers, which account for nearly all imports
from Japan, show that end-of-period inventories of Japanese-produced :
transceivers (including those-assembled in the United States from
Japanese-produced subassemblies) increased from * * * units in 1983 to 33,068
units, or 24.1 percent of imports, in 1984. Inventories of imported
transceivers more than tripled from 11,015 units as of June 30, 1984, to
36,765 units as of June 30, 1985. Inventories of control units were slightly
higher. From * X * uynits in 1983, inventories of these items increased to
38,066 units, or 25.0 percent of imports, in 1984, and from 15,015 units as of
June 30, 1984, to 40,727 units as of June 30, 1985. 1/ As of October 1, 1985,
the inventory levels of all major importers were down from June 30, 1985.

" Cellular mobile telephone transceivers, control units, and/or
subassemblies are produced by at least 17 firms in Japan, 13 of which export
to the United States. The production, capacity, and total exports of these
firms are unknown; however, * * X of the largest * * % exporters to the United
States--* * *—_have subsidiaries in the United States * * %, (Major
subassemblies may easily be assembled into transceivers and control units:
the operation requires little more than screwing or snaping these parts into
the transceiver case. Assembling the major subassemblies from smaller
subassemblies and components, however, requires more complex operations and
significant provisions for capital and labor). Collectively, these firms
accounted for 75 percent of Japan's exports of transceivers to the United
States between January 1984 and June 1985. 2/ All of these firms have plans
to * * X, TIn addition to the United States and Japan, northern Europe is a
relatively large market for cellular mobile telephones. Other markets include.
Korea, Hong Kong, Canada, Spain, Israel, Saudi Arabia, Bahrain, Qatar, and the
United Arab Emirates. - :

Consideration of the Causal Relationship Between the
LTFV:Imports -and the Alleged Material Injury

U.S. imports, consumption, and import penetration

. Japan accounted for virtually all cellular mobile telephone transceivers
and control units imported into the United States from 1982 through
January-June 1985. Imports of transceivers from Japan increased from * % X
units, valued at * * %, in 1982 to 137,214 units, valued at $112 million,

in 1984 (table 10). From January-June 1984 to January-June 1985, imports of
these items nearly tripled. Imports of control units increased similarly.
From * * % ynits, .valued at * * *x in 1982, imports of these items increased to
152,354 units, valued at $30 million, in 1984. Imports of these items more
than doubled from January-June 1984 to January-June 1985. (* * Xx). Of the
transceivers and control units' imported from January 1984 through June 1985,
* % %X percent and * * * percent, respectively, were assembled in the United
States. The exclusion of these items from the data does not affect the
overall trend in imports.

1/ U.S. inventories of trahsceivers and control units produced by Toshiba,
which Commerce found not to be selling at LTFV, were * % %,
2/ *x x %, . , A-21
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Toshiba, which Commerce found not to be selling at LTFV, accounted for
* x % percent of imports of transceivers and * X * percent of imports of

control units in * * *, Total imports less those Toshiba manufactured are
also shown in table 10. '

Table 10.--Cellular mobile telephone transceivers and control units: U.S.
imports for consumption from Japan, 1982-84, January-June 1984, and
January-June 1985

_ : : . January-June--
Item © 1982  ° 1983 ° 1984 : —
: . . e . 1984 © 1985
Transceivers: s : : H :
Quantity--~---—- units--: bt ot S *%% :1/ 137,214 :2/ 34,432 :3/ 99,406
Less Toshiba : : :
do————: XKk *kk 11/ *kk :2/ XXX :3/ Jokk
Value 4/ s _ : : : : :
1,000 dollars--: *kk o xkXk ; 111,789 : 36,550 : 67,009 -
Less Toshiba--do---: Cokkk g xkk 3 T kkk g XXX 3 xkk
Control units: : HE ' : : :
Quantity----—-—- units—-: *AK 3 *kk :5/ 152,354 :6/ 42,974 :7/ 97,943
Less Toshiba--do---: *kk Xk%k :5/ *kk :6/ *%xk 37/ kX
Value 4/ ' : : : : :
1,000 dollars--: Latot X%k 30,060 : 8,353 : 21,115
Less Toshiba--do---: ol t XKk kXX o ot t kKX

1/ Includes * * % transceivers assembled in the United States.
/ Includes * X X transceivers assembled in the . United States.

3/ Includes * * * transceivers assembled in the United States.
/ Estimate. ‘ _

5/ Includes * * * control units assembled in the United States.

/ Includes * * * control units assembled in the United States.
/ Includes * * % control units assembled in the United States.

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

U.S. consumption of cellular mobile telephone transceivers and control
units increased exponentially (table 11). From * * * units in 1982, U.S.
consumption of transceivers increased to 198,642 units in 1984 and from 54,251
units in January-June 1984 to 130,940 units in January-June 1985. Similarly,
U.S. consumption of control units increased from * * * units in 1982 to 201,918
units in 1984, and from 60,972 units in January-June 1984 to 127,150 units in
January-June 1985. As a share of consumption, imports of transceivers
increased from * * * percent in 1982 to 69.1 percent in 1984 (or to X * %
percent if imports from Toshiba are excluded) and from 63.5 percent in
January-June 1984 to 75.9 percent in January-June 1985 (or to * * X percent if
imports from Toshiba are excluded). Following the same trend, imports of
control units increased from * * * percent of consumption in 1982 to 75.5  A-22
percent of consumption in 1984 (or to * * * percent if imports from Toshiba
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are excluded), and changed from 70.5 percent of consumption in January-June
1984 to 77.0 percent of consumption in January-June 1985 (or down to * X X
percent if imports from Toshiba are excluded). 1/

Prices

Market dynamics and nonprice considerations.--Cellular mobile telephones
are generally sold after intense price negotiations between buyers and
sellers, although other factors influence the purchasing decision. When the
cellular telephone market was developing in early 1983, sales were made on a
bid basis. Large purchasers typically requested price quotes from a number of
U.S. and foreign suppliers. The purchaser's request for quotes in this period
did not specify desired models or features from different manufacturers. At
that time, most manufacturers offered quotes on their standard model and
preferred to wait for the purchaser to award a contract before presenting more
sophisticated, higher-priced units for sale. After the quotes were examined,
the purchaser would begin negotiations with the three or four lowest bidders.
At this point in the sales process, a number of nonprice considerations
entered into the negotiations. According to industry sources, 2/ in the early
development of the market, purchasers realized there would be an erosion of
the price for cellular mobile telephones as sellers competed for the expanding
market and costs of production declined. Before committing themselves to a
large contract, purchasers insisted on reverse price protection, which ensured
the purchasers access to lower prices in the event the supplier began reducing
its price. 3/ Other considerations included delivery schedules, ability to
service the merchandise, packaging, and the availability of optional
equipment. After negotiations were complete, a binding contract was awarded
to one or more suppliers with the quantities and de11very schedules
specifically set.

As the market began to mature, price erosion accelerated. The formal bid
process has now evolved into verbal quotes over the telephone, with smaller
quantities ordered for immediate delivery. Nonprice considerations such as
failure rate and warranty are now a much larger factor in the purchasing
decision.

Failure rate could not adequately be measured during the first year that
the product was available. However, as more and more authorized service and
. installation centers were established in areas serviced by cellular systems,
an increasing amount of data on failure rates became available. * * %, 6 an
authorized service center for * * % in the * X X area informed the Commission
that on the basis of their regional experience the * * * phone had a failure

1/ If transceivers and control units assembled in the United States are
excluded from total imports, the ratios of imports to consumption in 1984,
January-June 1984, and January-June 1985 are * * * percent, * * * percent, and
* % % percent, respectively, for transceivers, and * * * percent, * * %
percent, and * * * percent, respectively, for control units.

2/ Telephone conversations with * * *,

3/ Reverse price protection gave the buyer the right to void the agreed-upon
price and exercise the remaining quantity commitment at the lowest price
offered by the seller in that particular market.
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rate of less than * * * percent, lower than any other phone tested. The
sample size on which the * * * evaluation is based is unknown. 1/

* % % collects detailed statistics on failure rates. Failure rates are
based on actual experience in the * * * market during June 1984 through August
1985. * % % stated that their data indicate that the * * * mobile phone has
the lowest failure rate. * * * phone had initial problems, but a low failure
rate in January-June 1985. * X % reported that as the quality of the * * X
phones improved * * X purchases from * * %X increased. During 1984 * % %
purchased * * %X percent of their phones from * * *x and * * * percent from
* % %, The shares shifted to * * * percent and * * % percent, respectively,
in January-June 1985. Since June 1985, according to * * % % % % percent of
the * * * phones it purchased failed within the first three months of use, a
rate X X X times higher than that experienced with the * * X phone.
Accordingly, * * %X has curtailed a * * * procurement from * X* %, ,6 % % %
further stated that the * * * mobile phone had the highest failure rate.

Warranties are also a significant nonprice consideration. Most companies
offer a l-year warranty on parts and labor, but in some cases there are
restrictions. OKI Advanced Communications and Harris are offering a 2-year
warranty and Panasonic is offering its customers a 3-year warranty. Motorola
has a standard l-year warranty, but will extend it to * * * for an add1t10n31
* %X X per unit.

Other nonprice considerations offered are extended financing terms,
advertising allowances, and equipment that would ordinarily have to be
purchased as options.

In most of the markets, the companies providing cellular service
(operating companies) are the largest buyers of cellular telephone equipment.
These companies purchase a full array of equipment from many different
suppliers and then distribute the telephones through authorized dealers. The
operating company normally charges the authorized dealers their purchase price
plus a small mark-up for costs incurred for carrying inventory. There are
three principle reasons for this practice. First, the rate-of return on
providing cellular service is much higher than that on cellular telephone
equipment sales. Cellular telephone service bills are presently averaging
%X %X % per month in the * * %X area. 2/ Thus, income from providing services to
on-line customers is much more important to the financial success of cellular
system operators than potential profits from equipment sales.

Second is the highly competitive atmosphere that presently exists in
individual cellular markets. FCC guidelines established two operating
companies in each market to promote competition; however, industry sources
predict that in the long run very few markets will have sufficient demand to
support two firms, especially in markets below the top 30. Therefore, initial
competition for market share is intense.

1/ Telephone conversations with * x %X, Dec. 4, 1984, and Dec. 6, 1984,
2/ Interview with * * %  Aug. 22, 1985.
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Finally, the operating companies pass on any discounts available to their
dealers to make the dealers as competitive as possible at the retail level.
The operating companies are able to offer lower prices to their authorized
dealers because of large quantity purchases. The dealers provide the ultimate
consumer with the equipment, installation, and also access to the service by
providing a telephone number issued by the operating company.

Price trends.--The Commission requested f.o.b. point of shipment prices
from U.S. producers and importers of cellular mobile telephones on the three
largest sales in each period during January 1982-June 1985. Importers
responded with prices for telephones produced by nine Japanese manufacturers.
Motorola and E.F. Johnson were the only U.S. producers that provided price
data. Direct comparisons of pricing are inconclusive, because each make has
unique characteristics. What is a standard feature in one case may be
optional or nonexistent in another. Small inexpensive options at the
engineering level of the product's development can substantially alter the
wholesale price. Respective sales quantities vary considerably, further
complicating price comparisons. The prices collected, shown in table 12, are
presented to illustrate the decline in the general price level.. Some firms
have removed costly features in response to low consumer demand. Other firms
are offering deluxe versions of their popular models, for example Motorola's
2000 and 2000X. With these physical variations that continually occur on
individual makes, even the analysis of price trends is tenuous.

As shown in table 12, Motorola's price for their AMPS model declined from
% % %X per unit in July-September 1983 to * * % per unit in April-June 1984, or
by about * * * percent. Panasonic's price dropped from * X X per unit in
October-December 1983 to * * X per unit in April-June 1985, or by about * * *
percent. NEC's price declined from * * * per unit in October-December 1983 to
% % % per unit in April-June 1985, or by about * * % percent. OKI's price
dropped from * * * per unit in July-September 1983 to * * % per unit in
April-June 1985, or by about * * * percent. The largest drop in price was
for the * * % telephone. The price for this phone dropped from * * * per unit
in October-December 1983 to * * * per unit in April-June 1985, or by about
% % % percent. A number of firms reported large price declines during
October-December 1984 and continuing into April-June 1985. Forty-six of the
78 operating firms went "on-line" during this period. The competition among
these firms for market share may be one reason for the sharp drop in prices.

According to several purchasers, prices have stabilized since Juﬁe
1985. 1/ A number of purchasers also report that * * X have offered

advertising funds as incentives; however, they retain some ¢ontrol over their
use. . :

In addition to the above data, the Commission requested cellular system
operators to provide prices for their largest purchases of U.S.-produced and
imported cellular mobile telephones. Purchase prices were requested for an
imported cellular telephone model that was most like the domestic model chosen.

Telephone interviews with * % %, October 24-25, 1985.
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ing prices for U.S.

Table 12.--Cellular mobile telephones: Weighted-average sell

producers and importers, by makes and by quarters, January 1983-June 1985
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. Most of the purchasers surveyed chose the Motorola Model 4000, General
Electric's GE-Star, and OKI's model B2 as equivalent models in 1984.
Purchasers also indicated that feature enhancements to the Motorola 2000 in
October-December 1984, introduced as the 2000X, made it the model most
comparable to the OKI-B2.

Five purchasers responded with usable pricing data regarding the Motorola
4000/2000X, the OKI B2, and the General Electric GE-Star. The results of
their responses are shown in table 13.

Table 13.--Cellular mobile telephones: Weighted-average purchase prices
for selected models, by quarters, January 1984-June 1985

(Per unit)
. ¢ Motorola : :
Period . 4000/2000K : OKI B2 . GE-Star

1984: ‘ : : :
January-March : : *kk o *kK *kk
April-June--- : *kk o *kK T
July-September- -3 *kk 3 *kK *kk
October-December- —_— *kk *kk ¢ *kk

1985: ) : ) B .
January-March ————— L *kk ¢ *kk
April-—June—-- - XXXk o *xkKk o kK

1/ % % %,

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

Exchange rates.--The nominal value of the Japanese yen fluctuated
irregularly from January-March 1983 to April-June 1984 before beginning a
gradual decline. From April-June 1984 to April-June 1985 the nominal value of
the Japanese yen has declined by approximately 8 percent.

Because of a much lower inflation rate in Japan, the real exchange rate
has declined steadily from January-March 1983 to April-June 1985. The real
exchange rate dropped nearly 10 percent dur1ng the period as shown in the
following tabulation:

A-28



A-29

(January-March 1983=100) 1/
: U.S. dollars per : U.S. dollars per
Period : Japanese yen : . Japanese yen
: :(nominal rate indexed):(real.rate indexed)

1983: : :
Janvary-Harveh---—-——-ocmee e : 100.0 : 100.0
April-June----—---oo : 99.2 : 98.0
July-September---———-cmmmmme : : 97.2 : 95.2
October-December--——---c—cmmmeeuoo : 100.6 : 97.5

1984: : :
January-March--—--———cc e : 102.0 : 97.9
April-June-— - : - 102.7 : 97.9
July-September-——-——=—ceoeeeoZ 96.8 : 93.1
October-December——-————=ceceeeee-- : 95.8 : 92.2

1985: : :
January-March----—---ecmemeeee : ' 91.5 : 88.5
April-June--——————cmmme e : 94.0 : 90.2

. .
.

1/ International Financial Statistics, International Monetary Fund, October
1985. :

Lost sales

The Commission received from 2 U.S. producers 34 allegations of sales

... lost to imports .of cellular mobile telephones from Japan involving 17 firms.

The staff contacted 15 of these firms and investigated 30 of the allegations;
the responses are summarized below.

* * * confirmed that his firm had purchased * * * units from * * % at
approximately * * * per unit during * * * and an additional * * * units in
* X x gt * * X per unit. However, * * * stated that price was not
of prime concern and that the second procurement was at a price equal to that
offered by * * *, * % * had conducted a * * * evaluation process for
purchasing cellular mobile telephones. Some of the most important factors
examined were quality, anticipated future product lines, manufacturing process
and its ease in serviceability, and price. * * * further stated that * % %
past experience with * * * has been one of missed delivery schedules and poor
quality performance, and * * * gdded that they had not purchased the cheapest
phone available. * * % also confirmed a purchase of * * * phones at a price
of * * * per unit, but denied an allegation involving * * * mobile phones.
* * * said the quantities involved with the * * * procurement were
insignificant.

* * * confirmed that his firm had purchased the * * * cellular telephone
in * * * bhecause of a lower price after rejecting a quote from * * X, The
quantity, however, was * * * and not the * * * ynit sale alleged by * * %,
* * * gtated that the phones would be sold by * * * company in * * %, % %
owns * * * percent of the * * * telephone company and * * * percent of * * X,

* % x confirmed that his firm had purchased * * * units from * * % in
* * % for * * * per unit after rejecting a quote from * * * for * * * per A-29
unit. However, * * * informed the staff that a number of factors were
involved in this purchase. The cellular mobile telephone * * * had purchased



A-30

from X * * for retail sale as well as for use in their company vehicles are
experiencing a very high failure rate. The present procurement was made for
use in X X %X, % % % explained that in the * * * market demand for mobile
“telephones is from business customers. * * X, % % % thus decided that in
order to expand sales and achieve a high rate of customer retention, quality
had to be of primary concern. * X % gtated that they decided on the * * %
model with a documented failure rate of less than * * * percent, compared to a
failure rate of * * X percent for the X * X model. 1/ According to * X X,

another drawback associated with purchasing the * * * models is a lack of
x k ok, Xk X %, 2/ ‘ '

%X % %X of X * * confirmed that his firm had rejected a quote from * X %
for * * % ynits in * * %X at a price of * * X per unit in favor of the * X %
telephone. However, the price was not * * * per unit as alleged, but rather
* % % per unit. In addition to the small price differential, * * * provided
an extended warranty, an allowance for insurance costs, and a financing
package that included extended terms. * * % declined to discuss the financing
package over the telephone. An additional factor that led to the * * %
purchase was the poor quality performance that * * * has experienced and the
past sales practices of * X %, % X %X, % % % denied an allegation that his
firm rejected a quote from * X X in * * % in favor of a Japanese supplier. He
stated that the order in question ultimately went to * * X,

* %* * confirmed that he had purchased * * * and * * * telephones between
% % % at a price of * X X per unit, but in quantities much less than the * * %
units alleged by * X *x, % % X ig committed to only * * * telephones over the
next * X * months. * * % stated that quality, warranty, and inventory
considerations were of prime concern. * * % offers a * * % warranty and has
an X X % with the * * * unit; this eased * * *, The * * * telephone had a
very good quality history, and since * * * only * X X of * X %x telephones
purchased have failed. * % X, commenting on the domestic manufacturers, noted
that current price quotes indicated that * * * is now the lowest priced vendor
in the marketplace. * % X  according to * * X, is now offering to extend
their * * * warranty to * * *; however, it will cost an additional * * * per
unit. * % % addressed three additional allegations. One of the allegations
involved a * * X program being established by * * %, % % % denied ever
receiving a quote from a domestic manufacturer regarding that purchase. He
was able to confirm a purchase’ from * * %, although he stated that * x %
allegation that they had purchased the * * * model for * * * per unit was too
low. * * % would not discuss actual prices over the telephone. Finally, * * %
was unable to confirm or deny an allegation made by * * X because he was not
involved in purchasing at that time.

% % % denied an allegation that during * * * he had rejected a quote of
* x % per unit from * * X for * X * units in favor of imports from Japan.
* % % stated that * * * firm had purchased * * X units from * * %X and X * * at
approximately * * * per unit; however, he had not received a serious price
quote from * * * until late in the bidding process, and that quote was in
direct competition with a d1str1butor who was also selling the * X X cellular
mobile telephone.

1/ * % % advised the staff that * * * information on failure rates was
provided by * * *, an independent service and installation firm, based in  A-30

*x %X %X, % % % conflrmed thls failure rate to the Commission's staff.
2/ * x %,
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During the preliminary investigation, * * * denied an allegation that
% % x firm had purchased * * * imported telephones in * * % from * * * after
rejecting quotes from U.S. producers. * % % stated that the quantities
involved were very small and noted that * * % had also purchased
domestically-produced units. * * % also stated that the purpose of these
procurements was to evaluate available models. One of the primary selling
points of the imports is warranty, which is * * % for * * X, The * * X unit
has a X * X warranty available; however, it costs * * % extra, payable on
* X *x, In addition to price and warranty considerations, * * * evaluated
shipping practices by the importers before significant procurements were
made. * * * comfirmed an allegation made during the final investigation that
% % % had chosen * * X for a * * *x unit purchase. * X * further stated that
the allegation was correct that the * X *x phone was priced * * * below the
price offered by * * *, However, the * * * phone was chosen on the basis of a
superior warranty, better customer support, and better quality.

* % * denied an allegation during the preliminary investigation that his
firm had purchased * * * mobile units from * * * after rejecting quotes from
U.S. producers. * * % stated that * * X has not yet purchased any mobile
units and negotiations are continuing with all parties. * * % noted that
* % % js presently examining quality differences and availability of local
servicing as well as prices before committing to a large purchase order.

* * %X could not confirm or deny another recent allegation by * * * but stated
" that of his total purchases to date * * * percent had gone to * * x, * X X,

During the preliminary investigation * * X officials confirmed that they
were purchasing * * * cellular telephones; however, -they declined to discuss
prices and quantities over the telephone. * X * alleged that * * * stopped
ordering units under * * * supply contracts. During the final investigation,
* %X % confirmed an allegation made by * * * that * X % was purchasing from
* % %, Although * * %X would not discuss specifics of the purchase over the
telephone, * * * did state that * * X was chosen because of an excellent
quality record and customer support program. * X * stated that * * * was
rejected because they had quality problems, no support program, and that * * *
created uncertainty.

* % x alleged that * * %, after negotiating with * * %, contacted * * %
and suggested that existing supply contract volume would not be ordered or
accepted unless * * X lowered its prices from * X * per unit to * * * per unit
to match the price offered by * * %, % %X %X denied the allegation and stated
that * * * pyrchased all of their * * * phones in * * * at * *x * per unit, the
same price offered by X * X,

%X % %X of X X %X could not confirm or deny an allegation by * * * that
* % % had rejected a price quote for * X * units. He stated that * * %
purchases from * * * and supplies distributors with * % x, % % % stated that
x % % phones have superior engineering and design and that makes them too
expensive.

* % % discussed two allegations of * * * involving * * * phones.
Although * * % could not recall the actual prices quoted by * * X, X * X was
able to confirm that both purchases, 'in * * *, had gone to * * *x. * * x
stated that the * X * per unit price for the * X * was definitely lower tham3l
* %X %, but the * * %X warranty offered by * * * was the feature that closed the
negotiations. * * % further stated that * * X is still their largest supplier
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even though the * * * product is experiencing a much lower failure rate. 1In
the one year since purchasing the * * * phone, the * * * models have failed at
a rate * * X times greater. '

% % % confirmed that * * * had purchased mobile telephones from * * % in
% X% %: however, not at * * X per unit as alleged but rather * * X per unit,
the same price offered by * * x, % % % gstated that * * X were all competing
for this sale. Prices were roughly equivalent but * * * offered a customer
service package that was unmatched by all the others. He further stated that
regardless of this sale * * * continues to support * * * products and that
* % % phones are still the most widely used phones on their system.

* % % agddressed an allegation by * * * that * * * purchased * * * phones
after rejecting a * * * per unit offer. * % % elaborated that * X * firm was
trying to establish a * * * and the * * % phone was actually priced at * x x
per unit. The high price included a * * * deposit * * * would have to put
forward in exchange for a * * X financing arrangement. * * * stated that the
financing was the principal factor in the sales agreement. * % X further
explained that * X * is X X * predominate supplier now, but only since they
have altered their * * % policies. When * * % began service in * * X as the
* X X jp X X % the only * X * repair facilities were operated by * * %, Since
* * % did not wish to * X % % % % declined to purchase from * X X, It was
not until * X X that * * % opened facilities not administered by * * X, % % %
also complained of quality problems regarding the * * *x phones. ‘In a recent
purchase * * * phones were found to be defective and were under repair at the
time of the conversation with the Commission staff.

* % % confirmed that * * * purchased * * X phones in X X *:after'
rejecting a quote from * * X, 'He stated that the quantities were very small
and not the * * X alleged by * X X, X % X also confirmed that * * * had
purchased * * %X  but again the quantities were limited. This purchase was
made to respond to a * * % offered by * * X, % % % further stated that * * '%x
percent of their purchases were from * * %, and X X % percent from * * %,
Since June, the figures show * * %X with * * * percent of their business and
* X % with X X X percent. * % %X stated that in the last month * * % firm had
experienced significant quality problems with * * * phones, and these problems
were so extensive that * * % canceled a large contract with * * %,
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Subsssembiies From

Preiiminary Determination of Sales st
Less Than Fair Vaive
AGENCY: International Trade 4
Administration/Import Administration/
Commercs.

. Acnione Notice.

SUMMARY:. We have preliminarily
determined that cellular mobile
telephones and subassemblies from
Japan are being, or are likely to be..sold
in the United States at less than fair
value. We have notified the U.S.
International Trade Commission (ITC).
of our determinaiion. and we have
dirccted the U.S. Customs Servics ‘o
suspend liquidation on all entries of the

subject merchandise as described in the
“Suspension of Liquidation” section of
this notice. If this investigation proceeds
normally, we will make a final
determination by August 19, 1985.

" EFFECTIVE DATE: June 11, 1985.

POR FURTHER INFORMATION CONTACT:

- John R. Brinkmann Jr. or john Love,

Office of Investigations, International
Trade Administration; U.S. Department
of Commerce, 14th Street and )
Constitution Avenue, NW., Washington,
D.C. 20230: telephone: (202) 377-1778.
SUPPLEMENTARY INFORMATION:
Preliminary Determination

We have preliminarily determined
that cellular mobile telephones and
subassemblies from Japan are being, or.
likely to be, sold in the United States at
less than fair value, as provided in
section 733(b)-(19 U.S.C. 1673(b)) of the
Tariff Act of 1930, as amended (the Act).
The margins preliminarily found for all

- companies investigated are listed in the
- “Suspension of Liquidation” section of

this notice.’
If this investigation proceeds

" normaily, we will make our final

determination by August 19, 1985.
On November 8, 1984, we received a

" petition from counsel for Motorola, Inc.

(Motorola) an behalf of the cellular
mobile telephone and subassembly
industry. In accordance with the filing
requirements of § 353.38 of the
Commerces Regula
the petition aileged that cellular mobile.
telephones and subassemblies from
Japan are being, or are likely to be, sold
in the United States at less than fair -

value within the meaning of section 731 -
‘of the Act, and that these imports are

materially injuring, or are threatening

‘material injury to, a U.S. industry. -

After reviewing the petition, we
determined it contained sufficient

. grounds to initiate an antidumping
.- investigation. We notified the U.S.
‘International Trade Commission (ITC).

of our action and initiated such an
investigation on November 28, 1984 (49
FR 47076). The ITC subsequently found.
on December 29, 1984, that there is a
reasonable indication that imports of
cellular mobile telephones and
subassemblies from Japan-are materially
injuring or threatening to materially

" injure a United States industry. The

petitioner alleged that at least nine
Japanese companies produce the subject
merchandise for export to the United .
States. We identified six producers and
exporters which account for at least 60
percent of the subject merchandise
exported to the United States for Japan

tions (19 CFR 353.36),

during the period of investigation. These
companies are: Hitachi. Ltd. of Japan
(Hitachi); Mitsubishi Electric
Corporation (MELCO); OKI Electric
Industry Company, Ltd. (OKI); Toshiba
Corporation (Toshiba); NEC:
Corporation (NEC); and Matsushita
Communication Industrial Co., Ltd.
(Matsushita). We presented a
questionnaire to counsel for Hitdchi.
MELCO, OKl, Toshiba and Matsushita
on February 1. 198S. and to counsel for
NEC on February 13, 1985. We
subsequently received responses from
all companies except Matsushita, which
on March 18 advised the Department of
Commerce (the Department) that it had
decided not to file a response to the
February 1 questionnaire.

Qn March 14, 1985, counsel for the
petitioner requested the Department to
extend the preliminary determination
until not later than june 4, 1985. On
March 21, 1988, we granted the request
(50 FR12599).

" Scope of Investigation

The products covered by this

" investigation are ceilular mobile

telephones (CMTs), CMT transceivers,

* CMT control units, and subassemblies
- dedicated for use in CMTs. CMT's are

radio-telephone equipment-designed to

. operate in a cellular radio-telephone .

system, i.e., a system that permits  /
mobile telephones to communicate with
traditional land-line telephones via a
base station, and that permits muitiple
simuitaneous use of particular radio
frequencies through the division of the

. system into independent cells, each of

which has its own transceiving base

- station. Each CMT generally consists of

(1) a transceiver, i.e., a box of electronic
subassemblies which receives and'
transmits calls; and (2) a control unit,
i.e.. a handset and cradle resembling a
modern telephone, which permits a
motor-vehicle driver or passenger to

_ dial, speak, and hear a call. They are

designed to use motor vehicle power
sources. Cellular transportable
telephones, which are designed to use
either motor vehicle power sources ar.
alternatively, portable power sources, -
are included in this investigation.
Subassemblies are any compieted or
partially completed circuit boards,
circuit modules and/or any packaged
assemblage of electronic components,
the value of which is equal to or greater
than five dollars, and which are-
dedicated for use in.CMT transceivers
or control units. Examples o%s;ggl .
subassemblies are circuit boards and/or
modules containing any of the following
circuitry or-combinations thereof: audio
processing, signal processing (logic), RF.
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[F, synthesizer, duplexer. power supply.
power ampiificatioa, transmitter, and

. exciter,

, The fallowing merchandise has been
excluded from this investigation: Pocket-
Size self~coatained partabie cellular
telephones, cellular base stations or
base station apparatus, celiulae
Switches, and mabile telephones
designed for operation on other, nog-
cejlular, mobile telephone systems.

" Cellular mobile telephones are
Cwrrently classified under item aumber
88529 of the Tarrff Schedules of the
United States (TSUS}. Subassemblies
Gan be classified under item numbers
885.23. 635.24. and 685.29, as well as

ther possible tariff classifications.

We investigated sales of the ceilular
_ tobile telephones and subassemblies
during the period June 1 through
November 30, 1984,

Scope of Investigation lssuss
We have defined the products covered
by this investigation as OMTs, CMT -
\ransceivers, CMT control units and
major subassemblies dedicated for use -
{n CMT's. The determination to include
subassembiies within the scope of the
{nvestigation was based on the need to
revent circumvention of arry
.ntidumping order an CMT's through the
‘mportation of major CMT
#.ubassemblies, and the Department’s
throader conclusion that the
ravestigation properly shoald include
subassemblies. In this regard,
A\Motoroia's petition requested that we
include “kits of components and
Subassemblies” in the investigation.
. Two of the companies investigated
*2xport CMT subassembiies to the
4/nited States to related companies
~hich subsequently perform some form
of further manufacture or assembily
refore selling the campleted CMTs to
inrelated parties. If the mvestigation

were limited to compieted CMT's alone,

<0ne of these impaortationrs would be

iubject to an antidumping order. evea if

1ll of the subassemblies were of

|apanese origin and were being soid at

less than fair valus, and the complete

CMT was “substantially™ of japanese
.origin, . .

A number of the respondents have
argued that the Department bas no
Juthoeity to inciude discrete .
subassemblies (that is, subassembties
that are imported separately rather than
in kits) withia the scope of this
investigatioa. The crux of their argument
is (1) that discrete CMT subassemblies
are not of the same “class or kind"™ as
compiete CMTs or OMT kits, (2) that
Motoroia's petitioa only included
complete CMTs and C)MT kits, defined
a3 sets of CMT subassemblies. and (3)

that antidumping investigations may
only encompass prodocts that are the

" same “class or kind of merchandise”™ as

those covered in the petition. We
address each of respondents’ arguments
in tura.

First, the Department takes the
position that CMT subassemblies are
the same “class or kind™ of merchandise
as complete CMTs. This determination
is based on a consideration of the - -
following factors: (1) General physical

characteristics, (2) the expectations of -

the ultimate purchaser, (3) the uitimate

use of the merchandise in question. and

(4) the channeis of trade in which-the
merchandise moves. Since the scope of
this investigation only includes those
subassemblies that are “dedicated for
use” in complete CMTs, both the -
ultimate use and the uitimate purchaser
of the CMT subassemblies are the same
as [or the complete CMTs. Thus, the
second and the third criteria outlined
above are met. Similarly, based on the
evidence in the record, the Department
determines that OMT subassemblies, as
defined in this investigation and
complete CMT's move in the same
channel of trade. Indeed, this is ths very
reason the Department feels it necessary
to include CMT subassemblies within
the scope of this investigation since
atherwise any resulting order could
easily be circumvented. With respect to
the first criterion, the Department does
not think that the fact that QLT
subassemblies have, in some respect,
different physical characteristics from
complete CMT's should be controlling in
this instance. As a result, the
Department concludes that CMT
subassemblies which are dedicated for
use in CMT's are within the same “class
or kind” of merchandise as complete
CMTa. See. Aatidumping Order: Cell
Sits Transceivers from [apaa. 30 FR 307.
Second. the Department’s view is that
respondents are taking an unduly
narrow reading of the petitian and that
the Department's definitioa of scope is
simply a clarification of what was set
forth in the petition. Petitionerss
definition of kits referred to collections
of “key"” compoenents, which we have
taken to mean "major” subassemblies. -
The whole purpose of including
subassemblies in this investigatioa is to
prevent evasion of the antidumping law.
It would be illogical to make a
Jistinction between those
subassembties that are shipped
discretaly in separate containers and
those that are shipped together m one
box. Limitatians as to packaging would
simply be an inrvitation to evads the
antidumping law through changes m
packaging. :

Third. whether or not Motorola's
petition explicitly covers discrete
subassemblies is not dispositive. since
the Department has an inherent power
to establish the parameters of the
investigation se as to carry out its
mandate to' administer the law
effectively and in accordance with its
intewt. See. 19 CFR 353.37Tb). Nor do any
of the legal decisions the respondents
¢ite support their argumennt that the
Department is bound by the petition in
initially defining the scope of the

investigation. The issue in Aoyas

Business Mochines. (ne. v. United

- States, 1 CIT 80. 507 F. Supp. 1007, 1014
. (1980). affd. 669 P. 2d 92 (C.C.P.A.

1982), was whether the Department

‘could modify the scope of the

imvestigation after the Smal antidumping
order had been issued. Tapered Rofler
Bearings and Certain Componemts
Thereof From Japan, (46 FR 40550), is
equally irrelevant since. in that case, the
only reason the Department concluded
“unfinished” tapered roller bearings
were not the same “class or kind”™ of
merchandise as “finished” roller
bearings was that “[njeither the petition
nor the fair value investigation was
directed at transactions involving
partially manufactured merchandise™
(48 FR 40551} Here, by contrast, at the
outsst the Department has defined the
investigation as including
subassemblies. ‘ o
Respondent’s contention that tha
petition does not contam sufficient
allegations or evidence of dumping with
respect to subassemblies is equally .
without merit. Since comrplete OTs and
subassemblies are in the sams “class o
kind" of merchandise, there was so
need far the petitioner to preseat
evidence of dumping with respect to
subassemblies. As the Department bas
previously recogrnized. there is no need
to conduct price comparisons on ail
types of merchandise within the class
that is subject to an investigauon.
Furthermare: Motorala did peovids
sufficient evidence of dumping with
respect to CMT subassemblies.
Motorola's petition contains allegations
of dumping by Japanese companies that
export CMT subassemblies for further -
assembly and processing by related
compames in the United States. Where s
related company is the importer, the
basis for determrining U.S. sales price is
the first saie t0 am unrelated custcmer,
rather than agy transfer prices betweea
related parties (sectiad 772{¢c) of the
Actik This is true evea where some final

finishing or assembly steps,a:
performed on the uerch.anézsay the
US affifiate. Thus, since there were 830
sales of subassemblies to unreiatad

’
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parties, the best information regarding
dumping of subassemblies is the price at
which the complete CMTs were sold to
unrelated purchasers. This is exactly the
evidence Motorola provided.

Finally, the Department has
considered respondents’ (principally
Matsushita's and OKI's) suggestion that
the order be designed so as to exclude
importations of subassemblies that are
incorporated into CMTs by U.S.
facilities that add more than a nominal
value. It was proposed. for example, that
each respondent be given an
opportunity to make an affirmative
showing that the value it adds in the
United States to imported CMT
subassemblies is so substantial that it
ought to be removed from the scope of
the order. The Department feels that this
approach is not feasible from an
administrative standpoint, and that it
would result in a discriminatory
application of the antidumping law.

Accordingly, the Department has
included CMT subassemblies as deﬁned
above within the scope of the
investigation.

Fair Value Comparison

To determine whether sales of the
subject merhandise in the United States
by OKI. Hitachi, Toshiba and MELCO
were made at less than fair value, we
compared the United States price with
the foreign market value. To determine
whether sales of the subject
merchandise in the United States by
Matsushita and NEC were made at less
than fair value, we compared the United
States price. based on the best
information available, with the foreign
market value, also based on the best
information available. We used :
information in the petition as the best -
informsation available for Matsushita as
required by section 776(b) of the Act
because it did not submit a response to
our antidumping duty questionnaire.

We zlso used the best information
available for NEC because it did not

. provide s full and complete response to
our antidumping duty questionnarie.’
While NEC did respond to selected
sections of the questionnaire, it did not
provide the home market sales data
requested by the Department. NEC
refused to provide the requested data on
the grounds that these datd were pot
relevant because its home market sales

-of CMTs were not “such or *:niilar”
merchandise to its U.S. sales as defined
in section 771(16) of the Act. Thus, NEC.
argued that the Department must
calculate foreign market value based on
third country sales as provided for in
section 773(a)(1)(B) of the Act.’

ing the course of this investigation,
the Department repesatedly advised NEC

that if NEC failed to provide home
market sales data and the Department
determined that NEC's home market
sales did constitute “such or similar
merchandise” the Department would
bave to use best information available.
Based on information presented by NEC
and an analysis of the data submitted by
a technical consultant retained by the
Department. we have determined that
the CMT sold by NEC in the home
market is such or similar merchandise
within the meaning of section 771(16) of
the Act. As a resuit, the Department
calculated both United States price and
foreign market value using information
in the petition as the best mformalxon
available.

United States Price

As provided in section 772 of the Act.
we used both the purchase price and’
exporter's sales price of the subject
merchandise to represent the United
States price for sales by the Japanese
producers.

Purchase price was used for Toshiba.
Hitachi and Mitsubishi since the
merchandise was sold to unrelated
purchasers prior o its importation into
the United States or sold to a purchaser
outside the United States when it was
known at the time of sale that the
merchandise was destined for the
United States. We calculated the
purchase price based an either the £o0.b.
or cif. duty paid. packed price to
unrelated purchasers for sale in the
United States. We made deductions.
where appropriate, for foreign inland
freight and handling charges. air or
ocean freight, marine insurance. U.S.
customs duties, and U.S. inland freight
and brokerage.

For OKl. we used exporter's sales
price (ESP) to represent the United
States price because the merchandise
was sold to unrelated purchasers after
importation into the United States. For

- these sales, we made deductions, where

appropriate, for foreign inland freight
and handling charges, air or ocean .
freight, U.S. Customs duties, U.S. inland
freight and brokerage. and other selling
expenses incurred in the United States.
In calculating the ESP for OKl, we also

_ deducted the value added to the

imported units through further :
manufacture prior to sale in the United
States.

Foreign Market Value

In accordance with section 773(e) of
the Act, we calculated foreign market
value based on constructed value for
OKL. Hitachi and Toshiba as there were

" not sufficient home market or third

country sales of such or similar -
merchandise for the purpose of

comparison. In determining constructed
value, we calculated the cost of
materials. fabrication, general expenses.
profit. and the cost of packing. The
amounts added for general expenses -
were calculated from data provided in
the responses and in certain cases from
data obtained through verification of the
responses. In all instances the amounts
used for general expenses were higher
than the statutory minimum of 10 -
percent of the sum of material and
fabrication costs. The amount added for
profit was the statutory minimum of 8
percent of the sum of materials.
fabrication costs, and general expenses,
or the actual profit. whichever was
higher. We are seeking additional
information concerning the profit made
by producers on home market sales of
the same general class or kind as the

- merchandise under consideration. -

As Mitsubishi had no reported sales °
or offers for sale of such or similar
merchandise in the home market. we
calculated foreign market value based .
on third country sales of such or similar
merchandise, as provided for in section
773(a)(1)(B) of the Act. Comparisons
were made using sales to the same level
of trade as the U.S. sales. Calculations
for Mitsubishi's foreign market value
were based on delivered or ex-factary, .
unpacked prices to unrelated purchasers
in Sweden. Deductions were made. as.
appropriate, for air and inland freight.
We also made adjustments for :
differences in advertising expenses. U.S.
export packing was added 1o the third . .
country market prices used. We also
adjusted for phynal differences in the

merchandise in accordance with'

§ 353.18 of the Commerce Reguhum

In calculating foreign market value, .
we made currency conversions in .
accordance with § 353.58(a)(1) of our

-regulations, using certified exchange

rates as furnished by the Federal
Reserve Bank of New York.
Verification

We have verified a portion of thn dah
used in reaching the p
determination in this investigation, by
using standard verification procedures,
including on-site inspection of the
manufacturers’ operations and
examination of accounting records lnd
randomly selected documents. In
accordance with section 776(a) of the
Act. we will verify all data used in
reaching a final determination.
Suspension of Liquidation

In accordance with section 733(e)(2) of
the Act, we are directing the Unitdd36

States Customs Service to suspend
liquidation of the products covered by
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this investigation from Japan which are

_entered or withdrawn from warehouse,
for consumption. on or after the date of

publication of this notice in the Federal

Registar. The Customs Service shall
require a cash deposit or bond in an
amount equal to the estimated amount
by which the foreign market value of the
merchandise subject to this
investigation exceeds the Umted States
price.

This suspension of hquxdation wdl
remain in effect until further notice. The
margins are as follows:

ITC Notification

n accordance with section 733(f) of
the Act., we will natify the ITC of our
determination. In addition, we are
. making available to the [TCall .

" nonprivileged and nonconfidential
information relating to this
investigation.. We will allow the [TC
access to all privileged and confidential
information in our files, provided the -
ITC confirms that it will not-disclose
such information, either pablicly or .
under an administrative protective
order,without the consent of the Deputy
Assistant Secretary for Import
Administration. The ITC will determine
whether these imports are materially
- injuring, or are threatening material

- injury to, a U.S. industry before the later
of 120 days after we.make our :
preliminary affirmative determination or
45 days after we make our final

determination. ,

Public Comment

In accordance with § 353.47 of the
Commerce Regulations, if requested, we
will hold a public hearing to afford
interested parties an opportunity to
comment on this pre
determination at 9:00 a.m. on Iuly Y
198S. at the U.S. Department of
Commerce, Room 487, 14th Street &
Constitution Avenue, NW., Washington,
D.C. 20230. Individuals who wish to
participate in the hearing must submit a
request to the Deputy Assistant
Secretary for Import Administration.
Room 3099B, at the above address
within ten days of this notice's
publication. Requests should contain: (1)

The party's name, address, and
telephone number: (2) the number of
participants: (3) the reason for attending:
and (4) a list of the issues to be

‘discussed. In addition, prehearing briefs
in at least ten copies must be submitted -

to the Deputy Assistant Secretary by -
July 186, 198S. Oral presentations will be
limited to issues raised in the briefs. All
written views should be filed in
accordance with 19 CFR 353.48, within.
thirty days of publication of this notice.
at the above address in at least 10 :
copies.

Alan F. Holmer,

Deputy Assistant Secretary for Import
Administration.

June 4 198S. : ,
[FR Doc. 85-15031 Filed 6-10-85; &45 am]
SRLLING COOE 3810-06-4
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{investigation No. 731-TA-207 (Final)]

Ceilular Mobiie Teiephones and
Subassemblies Thereof From Japan

AGENCY: International Trade
Commission. :

ACTION: Institution of a final _
antidumping investigations and
scheduling of a hearing to be held in
connection with the investigation.

suMMARY: The Commission hereby gives .
notice of the irstitution of final
antidumping investigation No. 731-TA-
207 (Final) under section 735(b) of the
Tariff Act of 1930 (19 U.S.C. 1673d(b)) to
determine whether 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

i reason of imports from Japan of cellular

mobile telephones and subassemblies
thereof, classified under items 68528 _
and 685.32 of the Tariff Schedules of the
United States.? which have been found
by the Depurtment of Commerce. ina _
preliminary determination. to be sold in
the United States at less than fair value
(LTFV). Unless the investigation is
extended. Commerce will make-its final
LTFV determination on or before August
19, 1985, and the Commission will make.
its final injury determination by October

‘9, 1985, (see sections 735(a) and 735(b) of
. the act (19 U.S.C. 1673d(a) and 1673d(b)).

For further information concerning the

_ conduct of this investigation, hearing

procedures, and rules of general
application, consult the Commission's
Rules of Practice and Procedure, part
207, subparts A and C (19 CFR Part 207),
and part 201, subparts A through E (19
CFR Pirt 201, as amended by 49 FR
32589, Aug. 15, 1984). - .
EFFECTIVE DATE June 11, 1985.

FOR FURTHER INFORMATION CONTACT:
Larry Reavis (202-523-0298), Office of -
Investigations, U.S. International Trade
Commission. 701 E Street NW.,
Washington, DC. 20438. _
SUPPLEMENTARY INFORMATION: .
Background.—This investigationis .= _
being instituted as a result of an .
affirmative preliminary determination
by the Department of Commerce that
imports of cellular mobile telephones
from Japan are being sold in the United
States at less than fair value within the
meaning of section 731 of the act (19
U.S.C. 1673). The investigation was
requested in a petition filed xn38

¥These tariff items were enacted in the Trade
and Taniff Act of 1984, Pub. L. 38-573, effective
January 1. 198S; item 683.29. referenced in
investigation No. 731-TA~207 (Preliminary) was
stricken from the TSUS.
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November 5, 1984 by Motorola Inc..
Schaumburg, 1L. In response to that
petition the Commission conducted a
preliminary antidumping investigation
and. on the basis of information
developed during the course of that
investigation, determined that there was
a reasonable indication that‘an. industry
in the United States was materially
injured by reason of imports of the
subject merchandxse (49 FR 50316, Dec. -
27,1984).

- Participation i in the mvesthatzon —_
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in

§ 201.11 of the Commission’'s Rules of .

Practice and Procedure (19 CFR 201.11),
not later than twenty-one (21) days after
the publication of this.notice in the :
Federal Register. Any entry of :
appearance filed after this date will be '
referred to the Chairwoman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list—Pursuant to § 201. ll(d] .
of the Commission's rules-(18 CFR
201.11(d)), the Secretary will prepare a
service list containing the names and
addresses of all persons, or their
representatives, who are parties to this
investigation upon the expiration of the
period for filing entries of appearance.
In accordance with § 201.16(c) of the
rules (19 CFR 201:16(c)), each document
filed by a-party to the investigation must
be served on all other parties to the
investigation (as identified by the
service list), and a certificate of servica
must accompany the document. The :
Secretary will not accept a document for
filing without a certificate of service.

Staff report.—A public version of the
prehearing staff report in this * -
investigation will be placed in the public
record on August 20, 1985, pursuant to
§ 207.21 of the Commission’s rules (19
CFR 207.21).

Hearing.—The Commission will hold
a hearing in connection with this
investigation beginning at 10:00 a.m. on
September 5, 1985, at the U.S..
International Trade Commission
Building, 701 E Street NW., Washington,
DC. Requests to appear at the hearing
should be filed in writing with the
Secretary to the Commission not later
than the close of business (5:15 p.m.) on
August 21, 1985. All persons desiring to
appear at the hearing and make oral -
presentations should file prehearing
briefs and attend a prehearing
conference to be held at 10:00.a.m. on
August 29, 1985, irr room 117 of the U.S.
International Trade Commission .
Building, The deadline for filing
: Prehearmg briefs is September 2. 1985. .

Testimony at the public heanng is
governed by § 207.23 of the
Commission's rules (19 CFR 207.23). This
rule requires that testimony be limited to
a nonconfidential summary and analysis
of material contained in prehearing
briefs and to information not available
at the tme the prehearing brief was
submitted. Any written materials .
submitted at the hearing must be filed in
accordance with the procedures
described below and any confidential
materials must be submitted at least -
three (3) working days prior to the
hearing (see § 201.8(b}(2) of the

. Commission's rules (19 CFR 201.6(b)(2),
‘as amended by 48 FR 32589, Aus. 18,

1984)).

Weritten submissions.—All legal
arguments, economic analyses, and
factual materials relevant to the public
hearmg should be included in prehearing
briefs in accordance with § 207.22 of the
Commission’s rules (19 CFR 207.22).
Posthearing briefs must conform with
the provisions of § 207.24 (19 CFR

' 207.24) and must be submitted not later

than the close of business on September
12, 1985. In addition, any person who -
has not entered an appearance as a
party to the investigation may submit a
written statement of information
pertinent to the subject of the

. investigation on or before September 12,

1985.
- A signed ongmal and fourteen (14)
copies of each submission must ba filed

‘with the Secretary to the Commissionin

accordance with § 201.8 of the

Commission's rules (19 CFR 201.8). Al} -

written submissions except for
confidential business data will be .
available for public inspection during
regular business hours (8:45 a.m. to 5:15

" p.am.) in the Office of t.he Secretary to-the

Commisson. .
Any business informat!on for which

‘confidential treatment is desired must

be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential °
submissions and requests‘for -
confidential treatment must conform
with the requirements of § 201.8 of the
Commission’s rules (19 CFR 201.8, as
amended by 49 FR 32569, Aug. 15, 1984).

Authority: This investigation is being
zonducted under authority of the Tariff Act of
1930, title VIL This notice is published
pursuant to § 207.20 of the Commission’s
rules (19 CFR 207.202).

Issued: June 24, 198S.

By order of the Commission.
Kennsth R. Mason, .

- [FR Doc. 15956 Filed 7-2-35, 8:45 am] :

BILLING COOE 7020-02-4
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investigation No. 731-TA-207 (Finai)]

Callular Mobile Telephones and
Subassemblies Thereof From Japan

AGENCY: United States International
* Trade Commission.

ACTION: Rescheduling of the hearing to

—be held-inconnection with the subject

" “investigation.

SUMMARY: The Commission hereby
announces the rescheduling of the
hearing to be held in connection with
the subject investigation {rom 10:00 4.=.
on September S, 1985 ta 10:00 a.m. on
October 30, 198S.

For further information concemning the
conduct of the investigation, hearing
procedures, and rules of general
application, consult the Comrmission’s
Rules of Practice and Procedure, Part
207. Subparts A and C (19 CFR Part 207),
and Part 201, Subparts A through E (19
CFR Part 201. as amended by 49 FR

32569, Aug. 18, 1984).

EFFECTIVE DATE: July 23, 198S.

FOR FURTHER INFORMATION CONTACT:
Larry Reavis (202-523-0296), Office of
Investigations, U.S. International Trade
Commission, 701 E Street NW,,
Washington. DC 20436. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the o
Commission's TDD terminal on 202-72¢=
0002.

SUPPLEMENTARY INFORMATION:

On June 11, 1985 the Commission
instituted the subject investigation and -
scheduled a hearing to be held in '
connection therewith for September 8,
1985 to (50 FR 27496, July 3., 198S).
Subsequently, the Department of
Commerce extended the date for its
final determination in the investigation
from August 19, 1985 to October 24, 198S.
The Commission, therefore, is revising
its schedule in the investigation to
conform with Commerce’s new

. schedule. As provided in section

735(b)(2)(B) of the Tariff Act of 1930 (19
U.S.C. 1873d(b)(2)(B)), the Commission
must make its final determination in -
antidumping investigations within 43
days of Commerce’s final determination,
or in this case by December 9, 1985..

" Staff Report

A public version of the prehearing
staff report in this investigation will be
placed in the public record on October
15,1985, pursuant to § 207.21 of the
Commission's rules (19 CFR 207.21).

Hearing v
The Commission will hold a hearing in

" connection with this investigation

beginning at 10:00 a.m. on October 30
1985 at the U.S. International Trade.
Commission Building, 701 E Street NW.,
Washington, DC. Requests to appear at
the hearing should be filed in writing

_with the Secretary, to the Commission

not latér than the close of business (5:13
p.m.) on October 15, 1985. All persons
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desmng to appear at the hearing and
make oral presentations should file
prehearing briefs and attend a
prehearing conference to be held at
10:00 a.m. on October 21, 1985 in room
117 of the U.S. International Trade
Commission Building. The deadline for
ﬁlins prehearing briefs is October 2.

‘l‘estimony at the public hearing is
governed by § 20723 of the -~
Commission's rules (19 CFR 207.23). Thu
rule requires that testimony be limited to
a nonconfidential summary and analysis
of material contained in prehearing .
briefs and to information not available
at the time the prehearing brief was
submitted. Any written materials
submitted at the hearing must be filed in
accordance with the procedures - -
described below and any confidential
_ materials must be submitted at least
three (3) working days prior to the .
hearing (see § 201.6(b)(2) of the -
Commission’s rules (19 CFR 201.8(b)(2),
as amended by 48 FR 32569. Aug. 18,
198‘))

to the public hearings should be-
included in prehearing briefs in
accordance with § 207.22 of the
Commission’s rules (19 CFR 207.22).
Posthearing briefs must conform. w‘lth
the provisions-of § 20724 (19 CFR -
207.24) and must be submitted not later
than the close of business on November
6, 198S. In addition, any person who has
not entered an appearance as a party to
the investigation may submit a written -
- statement of information pertinent to the
. ‘subject of the investigatior on or before
November 6, 1985.

A signed original and fourteen {14] .
copies of each submission must be filed '
with the Secretary to the Commission i in
accordance with § 201.8 of the-
Commission's rules (19 CFR 201.8, as
amended by 49 FR 32589, Aug, 15, 1984).
All written submissions except for
confidentigl business data will be
- available for public inspection during

regular business hours (8:45 a.m. to 5:15
p.m.) in the Office of the Secretary to the
.Commission.

- Any business information for which -
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
- confidential treatment must conform-
with the requirements of §.201.8 of the.
"Commission’s rules (13 CFR.201.8, as-
amended by 48 FR 32569.- Aug. 15, 1984}.

Authonty

This investigation is bemg conducted
under authority of the Tariff Act of 1930,
title VIL This notice is published
pursuant to § 207.20 of the Commission's
rules (19 CFR 207.20, as amended by 49

. FR 32569, Aug. 15, 1984).

By order of the Commission.
. Issued: July 2S. 198S.
Keaneth R. Masoa.
Secretary. '
[FR Doc. 85-18150 ruod 7-30-8S; 8:45 am]
SILLING COOE 7820-02-4

/31051
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_section of this notice.
‘Caul'!hwry '

:lntemauoml Tnde Adminlstration
.[A-588-405)

Cellular Moblle Telephones and .
Subassemblies From Japan; Final
Determination of Sales at Less Than
Fair Vaiue

-AGENCY: International Trade

-Administration, Import Admxmstratlon. '

Commerce.
ACTION: Notice.

“Suspenaion ¢f Liquidation” section of

. this notice. Those firms which are

~- subjectito the suspensian oinqmdauon
-are indicated in the “Suspension. of
.Liquidation” section this notice.

EFFECTIVE DATE: -October 31, lm

t of :
‘Commerce, 14th Street and Comtitutiou
Avenue, NW.; Washington, DC mm

. telephone: {202) 377-3965.

SUPPLEMENTARY m'm'm

'vﬂndnehrmimﬁu S _.’-‘:-
"+ Based uponourinvestigaﬁon we havc

determined that cellular mobile <

- telephones and subassemblies from. -

Japan are being, or-are likely to be, sold
in tire United States at less than fair ~

.value, as provided in section 735(a) (19
-U.S.C. 1€73d(a)) of the Tarifl‘Act of 1830,
*-as amended (the Act). The margins- -
. found for all companies investigated are - -

listed in-the “Suspension-of hquidahon

-

’ 0nNovembuS.198¢wereeeivedl
petition from Motorola, inc. (Motorola)™

". on behglf of the United States cellular

mobile telephone and subassembly .
industry. In accordance with the filing

. requirements of § 353.36 of the

Commerce Regulations (19 CFR 353.36),
the petition alleged that cellular mobile
telephones and subassemblies from -
Japan are being, or are likely to be, sold:
in the United States at less than fair
value within the meaning of section 731
of the Act, and that these imports'are
materially injuring, or are thmtening
material injury to, a U.S. industry.

After reviewing the petition, we
determined it contained sufficient . .
grounds to initiate an antidumping duty

. investigation. We notified the U.S.

International Trade Commission (ITC)
of our action and initiated such an
investigation on November 28, 1984 (49

. FR 47076). The ITC subsequently found,

on December 20, 1984, that there is a
reasonable indication that imports of -
cellular mobile telephones and .
subassembhes for Japan are materjally
injuring, or threatening matenal injury

- 45447 .

. SumMARY: We have ﬂete.rmned that . . - -to, a United States industry. The -
cellular mobile telephonu and. o petitioner alleged that.at least nine. - .

- subasgemblies from Japan:are bems. or - . Japanese companies produce the mb;ect

. are likely to.be, sold in the United: States : merchandise for export to the United -
atless than fair value. We. have notified ~ States. We identified six: and:
the U.S. International Trade - . exporters which account for at least 60 - -
Commission- (ITC) of our determmation. percent of the subject merchandise
We are directing the U.S. Custom - exported to the United States from . -
Service to continue to suspend. Jepan during the period of investigation.

- ‘liquidation on all entries.of the sub)ect - These companies are: Hitachi, Ltd. of : -
‘merchandise as described in the . Japan (Hitachi); Mitsubishi Electric

Corporation (MELCO); OKI Electric -
Industry Company, Ltd. (OKI): Toshiba

" . Corporation (Toshiba); NEC Corporation -
- .{NEC}; and Matsushita Communication -
- Industrial Co,, Lid. (Matsushita). We

presented a questionnaire to counsel:for

: mmmmeomm "+, Hitachi, MELCO; OKI, Toshiba and

" Johir R. Brinkmann, Jr.’Office of .
. Investigations, International 'l‘nde
" Administration, U.S. De

Matsushita on-February 1, 1985, and to
counsel for NEC on Pebruary 13, 1885.
We subsequently received

i l
. from all companies except Matsushita,
* - which on March 18 advised the -

Department of Commerce {the h S

. .Department that it had decided not-to

file a response to the Febnuryl :

. questionnaire.

On March 14, 1905. the petidonar
requeated the Department to extend the
preliminary determination until not later

. ‘than June 4, 1885. On March 21, 1885, we

granted the request (50 FR 12598)." ~
OnJune 4, 1985, we made an .

'” affirmative preliminary determlntion
"(S0FR24554). = .

On]mﬂand]nlyllmthreeof :
the six respondents-in this investigation

- _requested that we extend the period for
‘the final determination until the 135th

" day after publication of our preliminary
_determination. On July 15, 1985, we

granted these requests and extended our
final determinahon to Octoberzs. 1935

" (50-FR 297183)...

* "We verified the questionndn

‘responses in April, May and June.

A hearing was held on September 8,
1985.

Seopo of Investigation .-

The produca covered by this ,
mvesugation are cellular mobﬂe .
telephenes (CMTs), CMT transceivers,
CMT control units; and certain -
subassemblies thereof, which meet the

. tests set forth below. CMTs are radio- .
- telephone equipment designedto -

operate in a cellular radio-telephone - -
system, i.e.,.a system that permits
mobile telephones to communicate with
traditional land-line telephones via a
base station, and that permits multiple
.simultaneous use of particular radio
frequencies through the division of the
system into independent cells, each df-42
which has its own transceiving base
station. Each CMT generally consists of
(1) a transceiver, i.e., a box of electronic’



45148

A-43

Federal Regfster / ti. 50, No. 211 / Thursday, October 31, 1985 |/ Notices

subassemblies which receives and .

' transmi‘~ Lalls: and (2) a control unit,
Le..a handset and cradle resemblinga
modern telephone, which permits a
motor-vehicle driver or passenger to
dial, speak, and hear a call. They are
designed to use motor vehicle power
sources. Cellular transportable -
telephones, which are designed to use

“ either motor vehicle power sources or,
alternatively, portable power sources,
are included in this investigation.

- Subassemblies are any completed or
partially completed circuit modules, the
value of which is equal to or greater
than five dollars, and which are -
dedicated exclusively for use in CMT
transceivers or control units. The term
“dedicated exclusively for use” only
encompasses those subassemblies that
are specifically designed for use in
CMTs, and could not used, absent
alteration, in a non-CMT device. The
Department selected the five dollar .
value for defining the scope since this is -

" avalue that it has determined is

equivalent to a “major” subassembly. -

The Department feels that a dollar cut-

off point is a more workable standard
than a subjeciive determination such as

whether a circuit module is

“substantially complete.” Examples of .

.subassemblies which may fall within
this. definition are circuit modules

containing any of the following circuitry .
or combinations thereof: audio- ~~ -

processing, signal processing (logic), RF,

IF, synthesizer, duplexer, power supply,

power amplification, transmitter, and
exciter. The presumption is that CMT"
subassemblies are covered by the order.
unless an importer can prove otherwise.

An importer will have to file a
declaration with the Customs Service to
the effect that a particular CMT ~
subassembly is not dedicated
exclusively for use in CMTs or that the
dollar value is less than $5, if he wishes
it to be excluded from the order.

The following merchandise has been
excluded from this investigation: Pocket-
size salf-contained portable cellular
telephones, cellular base stations or -
base station apparatus, cellular -
switches, and mobile telephones
designed for operation on other, non-
cellular, mobile telephone systems.

As noted in our notice of extension of
the final determination, cellular mobile
telephones and subassemblies are no
longer classified under item numbers
685.23, 685.24 and 685.29 of the Tariff
Schedules of the United States (TSUS).
They are currently classified under
TSUS item numbers 685.28 and 685.32.

We investigated sales of the cellular
mobile telephones and subassemblies
during the périod June 1 throug
November 30, 1984. .

Scope of hve;ﬁgaﬁon Issues

We have defined the products covered
by this investigation as CMTs, CMT
transceivers, CMT control units and
major subassemblies dedicated
exclusively for use in CMTs. The
determination to include subassemblies
within the scope of the investigation
was based on the need to prevent
circumvention of any antidumpinig order
on CMTs through the importation of
major CMT subassemblies, and the -

‘Department's broader conclusion that
 the investigation properly should

include subassemblies. In this regard,
Motorola's petition requested that we
include “kits of components and = -
subassemblies” in-the investigation. -
Two of the companies investigated

- export CMT subassemblies to the

United States to related companies - -
which subsequently perform some form'
of further manufacture or assembly -
before selling the completed CMTs to
unrelated parties. If the investigation -
were limited to completed CMTs alone,
none of these importations would be -
subject to an antidumping order, even if
all of the subassemblies were of - - -
Japanese origin and were being sold at
less than fair value, and the complete
CMT was “substantially” of Japanese

A number of the respondents have .

argued that the Department has.no

authority to include discrete. ~ ~ .
subassemblies-(that is, subassemblies
that are imported separately rather than

- in kits) within the'scope of this .

investigation. The crux of their argument
is (1) that discrete CMT subassemblies
are not the same “class or kind” of -
merchandise as complete CMTs or CMT
kits, (2) that Motorola's petition only
included complete CMTs and CMT kits,
defined as sets of CMT subassemblies;
and (3) that antidumping investigations
may only encompass products that are
the same “class or kind of merchandise”
as those covered in the petition. We
address each of respondents’ arguments
in turn. . Lo

L The Department takes the position:
that CMT subassemblies that are - .
“dedicated exclusively for use” in CMTs
are the same “class or kind" of
merchandise as complete CMTs. This
determination is based on a
consideration of the following factors:
(1) General physical characteristics, (2)
the expectations of the ultimate
purchasers, (3) the channels of trade in
which the product is sold, (4) the manner
in which the product is advertised and
-displayed, and (5) the ultimate use of the
merchandise in question. These factors

~~have been recognized and utilized by.

the Court of International Trade as

appropriate criteria in determining
whether a'new product was within the
“class or kind” of merchandise )
described in a prior-antidumping finding.
and they are likewise instructive where,
as here, the question is the initial
formulation of the scope of the order.
See Diversified Products Corp. v. US.,
572 F. Supp. 883 (C.LT. 1983), Kyowa
Gas Chemical Industry Co., Ltd., v. US.,
§ ITRD 2131 (1984). Since the scope of
this investigation only includes those
subassemblies that are “dedicated
exclusively for use” in complete CMTs,
both the ultimate use and the ultimate
purchaser of the CMT subassemblies are
the same as for the complete CMTs,

- . since by definition, the CMT

subassemblies could not be used in any
other device. Thus, the second and the
fifth criteria outlined above are met.

° Similarly, based on the evidence in
the record, the Department determines
that CMT subassemblies, as defined in
this investigation, and complete CMTs’
move in the same channel of trade.
Indeed, this is the very reason the
Department feels it necessary to include -

" CMT subassemblies within the scope of.

this investigation since otherwise any
resulting order could easily be _
circumvented. Those subassemblies
manufactured in-house by CMT
producers move in the same channels of -

* . trade as the CMT of which they are a
. part because such subassemblies are not .

‘“traded” except to the extent they are
sold after they have been used in CMT
production. While some CMT
components may be purchased by CMT
manufacturers from unrelated parties,
the Department has reason to believe®
that such separately traded items may
not meet the “dedicated exclusively for
use” criteria, and therefore would not be
covered by the scope of any order.

Similarly, since there is no separate
channel of trade for CMT .
subassemblies, the only respect in -
which they are advertised and displayed
is in the form of complete CMT units.
Thus, the fourth criterion is met.

Finally, with respect to the first
criterion, the Department does not think
that the fact that CMT subassemblies-
have, in some respect, different physical
characteristics from complete CMTs
should be controlling in this instance.
The only difference between the two is
that complete CMT's are, essentially,
assembled CMT subassemblies. As a
result, the Department concludes that
CMT subassemblies which are
dedicated exclusively for use in CMTs
are within the same “class or kind" of
merchandise as complete EMTs. See, -
Antidumping Order: Cell Site
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Transceivers from ]apan, 50 FR 307
(1985).

- 1. The Department's view is that '
respondents are taking &an unduly
narrow reading of the petition and that
the Department'’s definition of scope is
simply a clarification of what was set
forth in the petition. Petitioner's
definition of kits referred to collections
of “key" components, which we bave
taken to mean “major"” subassemblies.
The primary purpase of including
subassemblies in this investigation is to
prevent evasion of the antidumping law.
It would be illogical to make a
distinction between those
subassemblies that are shipped -
discretely in separate containers and
those that are shipped together-in one
box. Limitations.as to packaging would
simply be an invitation.to evade the
antidumping law through changesin
packaging.

IIl. Whether or - not Motarola's
petitions explicitly covers discrete .
subassemblies is. not dispositive, since
the Department has an inherent power
to establish the parameters of the . -

-investigation. so as-to'carry out its-

" ‘mandate to administer the law -
effectively and in accordance with its
intent. The Court of International Trade.
has recognized that the ITA has the.
authority to define:the scope.of an--
antidumping duty. investigation. .

Diversified Products-Corp. v. U.S., 572 F .

Supp. 883, 887 (C.L.T. 1983}, citing Royal.
Business Machines v. United States, 507
‘F. Supp. 1007 (1980), aff'd 683 F.2d 692
(C.C.P.A. 1982). Without this inherent’
authority, the Department would be tied.
to an initial scope definition that is
based on whatever information the
petitioner may have had available to it
at the time.of initiating the case, and
which may not make sense in light ef the
information available to the Department
or subsequently obtained in the .
investigation. Nor do any of the legal
decisiens the respondents cite support
their argument that the Department is_
bound by the.petition in initially
defining the scope of the investigation.
The issue in Royal Business.Machines,
Inc. v. United States, supra was whether
the Department could modify the scope.
of the investigation in the order, after
the final antidumping determination was
issued. Contrary to respondents’.
assertions, the decision does not in any
way limit the Department'’s discretion to
define the scope of a petition. Indeed the
court acknowledged that “[w]ithin the’
context of an antidumping proceeding
the [Commerce Department), at the
proper time, can define the class in its
terms.” 507. F. Supp., at, 1014, note 18,
(CIT 1980). Tapered Roller Bearings and

Certain Companents Thereof from ]apcm

(46 FR 40550}, is equally irrelevant since,
in the case, the only reason the
Department concluded that “unﬁmshed"
tapered roller bearings were not the
same “class or kind" of merchandise as
“ﬁnished" roller bearings was that .
“[n]either the petition nor the fair value
investigation was directed at
transactions involving partially

- manufactured merchandise.” (48 FR

40551). Here, by.contrast, at the outset
the Departmént has defined the = ~
investigation as mcluding
subassemblies. : -

Respondents’ contention that the
petition does not contain sufficient
allegations or evidence of dumping with
respect to subassemblies is equally

. without merit. Since complete CMTs and

subassemblies are of the same “class or
kind” of merchandise, there was no
need for the petitioner to present
evidence of dumping with respect to
subassemblies. As the Department has
previously recognized, there is no need

- to conduct price comparisons on all

types of merchandise within the class’

“that is subject to an investigation. See,

e.g. Large Power Transformers from

" France (47 FR 10268).

Furthermore, Motorola did provide
sufficient evidence of dumping with
respect to CMT subassemblies.
Motorola’s petition contains allegations
of dumping by Japanese companies that
export CMT subassemblies for further
assembly and processing by related
companies in the United States. Where a
related company is the importer, the
basis far determining U.S. sales price is
the first sale to an unrelated customer,
rather than any transfer prices between
related parties (section 772 of the Act)
This is true even where some final .

finishing or assembly steps are

perfofmed on the merchandise by the
U.S. affiliate. Thus, since ther were no

" sales of subassemblies, as defined in
this investigation, to unrelated parties, -:

the best information regardmg dumping .
of subassemblies is the price at which
the complete CMTs were sold to

unirelated purchasers. This is exactly the
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