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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 731-TA-341 through 346 (Preliminary)

:

TAPERED ROLLER BEARINGS AND PARTS ‘THEREOF,- AND CERTAIN HOUSINGS INCORPORATING
TAPERED ROLLERS FROM HUNGARY, ITALY, JAPAN, THE PEOPLE'S REPUBLIC OF CHINA,
: ROMANTIA, AND YUGOSLAVIA :

Determinations

On the basis of the record l/ developed in the subJect investigations

1

the Commission determines pursuant to section 733(a) of the Tariff Act of

i

1930 (19 U.s.cC. ( 1673b(a)), that there is a reasonable indication that an
industry in the United States is materiallé inJured by reason of’imports'from
Hungary (inv No 731- TA 341) Italy (inv No 731-TA- 342) Japan (inv No.
731-TA-343) the People s Republic of China (inv No 731 -TA- 344), Romania |
(inv ho. 731-TA- 345) and Yugoslavia (inv No. 731 TA- 346) of tapered roller
bearings and parts thereof provided for in Tariff Schedules of the United
States (TSUS) items 680 3drand 680 39 flange, takelup, cartridge, and hanger
units Incorporating tapered roller bearings, provided for in TSUS item 681.10;
and tapered roller housings (except pillow blocks) incorporating tapered
rollers, with or without spindles, whether or not for automotive use, provided
for in item 692.32 or elsewhere in the TSUS, all of which are alleged to be
sold in the United States at less thanhfair value (LTFV). Products subject to
the outstanding dumping order covering certain tapered roller bearings from

Japan (T.D. 76-227, 41 F.R. 34974) are not included within the scope of

investigation No. 731-TA-343 (Preliminary).

1/ The record is defined in sec. 207.2(i) of the Commission’s Rules of
Practice and Procedure (19 CFR { 207.2(i)).



Background

On August 25 1986 petitions were filed with the Commission and the

"Department of Commerce by the Timken, Company, Canton,. OH, alleging that an

1ndustry in the United States is materially injured and threatened with
material injury by reason of LTFV imports of the subject merchandise.
Accordingly, effective August 25, 1986, the Commission instituted prellminary
antidumping investigations Nos 731 TA-341 through 346 (Preliminary)

Notice of the institution of the Commission s investigations and of a

public conference to be held in connection therewith was given by posting

copies of the notice in the Office of the Secretary, U S. International Trade
Commission Washington DC and by publishing the notice in the Federal
Register of September 4 1986 (51 F R. 31732) The conference was held in
Washington DC.fon September 16, 1986, and all persons who requested the

i

opportunity were permitted to appear in person or by counsel



* VIEWS OF THE COMMISSION

We determine that there is.a reasonable-indication that an indﬁstry.in .
the United States is materiaily injured. by reason of imports of tapered roller
bearings -and parts thereof, and certain,hougings=incorpofating tapered
rollers, from Hungary, Italy,iJapan; the People's Republic of China, Romania,
and Yugoslavia that are allegedly sold at less than fair value (LTFV).

Our determination is based on an assessment of the volume and effects of
the cumuleted lmeorts from the’s1x counﬁ;les 1n questlon He find that

(1) the 1nd1cators of the performance of th1s 1ndustty have deterxorated over

the perlod of 1nvestlgat10n, (2) the volume and penetrat1on of 1mports have
1ncreased or rema1ned constant durlng the perlod under 1nvestLgat1on and

ey i

(3) these 1ncreas1ng levels of 1mports have been accompanxed by 1nd1cat10ns of

Y 2/
underselllng

Domestic industry N

In preliminary antidumping inVestigationé under title VII of the Tariff
Act of 1930, the Commission must determine whether there is a reasonable. .

indication that an industry in the United States is>materially injured, or is

1/ Chairman Liebeler and Vice Chairman Brunsdale believe that evidence of
underselling is not ordinarily probative on the issue of whether imports are a
cause of material injury to a domestic industry. See n.39, infra.

2/ Commissioner Eckes and Commissioner Rohr believe that evidence of

- underselling is ordinarily -of significant probative value, and that used
properly as the Commission has used it in the past, such comparisons reflect
an important aspect of competition -in the marketplace. :



threatened with material injury,; or the establishment of an industry in the
United States is materialiy'retarded;'by reason of imports that are the’
subject of the investigation. 3/ Section’ 771(4) (A) of the Act defines the =’
' térm “industry” as the “domestic producers as a whole of a like product, or ~
those pfoducers whose collective output of'the‘liké product‘coﬁstitutes’as'

major proportion of the total domestic production of that product.” as-

1. ike pfoduct. "L1ke product" 1s defxﬁed ;s>"a product wh1ch is 11ke,
or in the absence of llké most s1m11ar in character1st1cs and uses w1th the
afticle subject to an investiéation’. .. 3" 3/ The artiqlgs that Qre thg .
subject of thése investigatioﬁs‘are tapered ro;ler bearings and parts thereof
(f;nished or uﬁfinished); flénge,‘take—up, cartridge, and hanger gnits N
incorporating tapered roller bearings; and tapered roller housings (excepg_
pillow blocks) incorpoéating tapered rollers, with or without spindlés,

6/
whether or not for automotive use. —

s

Tapered Toller bearings are'a type of antifriction device--i.e., a

machineé component that permits free motion between moving and fixed parts by

3/ 19 U.S.C. § 1673b(a). Material retardation is not an issue in these:
investigations and will not be discussed further.

4/ 19 U:s.C. § 1677(4)(A).

5/ 19 u.s.C. § 1677(10)

6/ See 51 Fed. Reg. 33285-33287 (Sept 19, 1986) (the Commerce Department'
notices of investigations); 51 Fed. Reg. 31732 (Sept 4, 1986) (the
Commission's notice of these investigations).



5

holding or guiding the moving-parts to minimize friction and wear. z/ They
are designed and sized for. specific applications in a variety of products and
industries, such as automotive equipment, farm and industrial machinery,
" ¢onstruction equipment, Qonveyors,~failroad equipment, and various
_miscellaneous vehicles. - Sizes vary considerably, ranging from one-half -inch
to over 106 inches in outside diameter. There are four basic compdﬁents-in a
tapered roller bearing:; the cup, .the cone,‘theAcage; and the rollers. The
choice of which specific tapered roller bearing or component té use depends .on
such factors.as the load carrying-ability of the assembly, the type of loads
to be carriéd,'and'the'desired_useful life of the bearing. —

- In determining the  like product, we note that there is no independent
commercial market for the unfinished components or parts of tapered roller

bearings and that the unfinished components or parts are dedicated for use as

~ finished components of tapered roller bearings.; Once the components or

7/ Report of the Commission (Report) at A-2.

'8/ See geherally, id. at A-2 to A-9. .

9/ Id. at A-6, A-9. Conmissioner Rohr notes that these are only'two.of the
various factors which the Commission looks at to analyze the like product
issue, as was noted in the Commission's recent decisions in preliminary
investigations involving EPROMS and DRAMS from Japan. See Erasable '
Programmable Read Only Memories from Japan, Inv. No. 731-TA-288 (Preliminary),
USITC Pub. 1778 at 6-7 (Nov. 1985) (Views of the Commission); Dynamic Random
_Access Memory Semiconductors of 256 Kilobits and Above from Japan, Inv. No.
731-TA-300 - (Preliminary), USITC Pub. 1803 at 5-7 (Jan. 1986) (Views of the .
Commission). -As noted in those investigations the Commission stated that its
conclusions on the issue were tentative and would be reexamined in.the final
investigations. Commissioner Rohr continues to believe that the issue of

(Footnote continued on next page)
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parts are finished,'they,afe dedicated to a single use as an integrated
element of a finished -tapered roller ‘bearing. An additional consideration
leading to our decision to consider a single like product. is the admonition in
the legislative history against delineating a like product so narrowly as to
prevent consideration of a domestic industry adversely affected by the subject
imports. 19/ |

" Thus, for purposes éf these preliminary investigations, we determine that
i there .is one like product comprising tapered roller bearings and.parts
thereof, which include “cups, cones, ‘cages, roilers, cone assemblies, cup and
cone spacers and miscellaneous parts used in multiple row bearings: and
self-contained bearings;:whether-imported-aé'setsvorvas’séparate components or
parts, and whether finished or unfinished, and certain housings incorporating

o . . 11/ .
tapered rolletr bearings. ™ . -

(Footnote continued from previous page)
finished and unfinished goods and components and assembled articles requires
further briefing.

10/ See S. Rep. No. 249, 96th Cong., 1lst Sess. 90-91 (1979). ("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 and uses to lead to the conclusion that the product
and article are not 'like' each other, nor should the definition of 'like
product' be interpreted in such a fashion as to prevent consideration of an
industry adversely affected by the imports under investigation.")

11/ If these investigations proceed to final determinations, the Commission
will reexamine the like product issue. 1In connection with that reexamination,
the Commission will seek and analyze additional data bearing on the validity
and appropriateness-of multiple product delineations such as (but not limited
to) those advocated by respondents. -



2. ‘Domestic industry and related“parties. Section 771(4)(B) of the Act

states that, in "appropriate circumstances,” the domestic industry may be.
defined to exclude those producers that .are "related :to exporterS'or
importers, or are themselves importers'of the allegedly . ... . dumped .- .

merchandise.” 12/ ‘Ten'domestiC*Companies‘produced the like:-product during

the period under investigation. lé/, The. petitioner argues that five of the:.
producers—aAmerican NTN Bearing Manufacturing Corp:,  Federal Mogul Corp., Koyo
Corp. :of the U.S.A., NTN—Bower;Corp.,yand~sKF'Industries,,Inc.——should be
excluded from the domestic industry as related parties because they are.

importing and/or have imported articles under 1nvest1gat10n.

Appl1catxon of the related partxes prov1s1on is d1scret1onary, and

depends on the CommlsSLOn s assessment of the facts in each case. The

pr1nc1pal cons1derat10n is whether there 1s a connect1on or nexus between a

“e s et e »'s;

domestxc producer and the LTFV 1mports wh1ch if not accounted for, may result

in an 1naccurate assessment of materlal 1nJury or threat of such 1nJury to the

ki

domest1c 1ndustry. In the present 1nvest1gat10ns, the relevant data for each

- : . r . by

of the alleged related partles are conf1dent1a1 We note however, that in

\ o

1985 the f1ve compan1es in questlon together accounted for 1ess than 15

12/ 19 U.S.C. § 1677(4)(B). ‘ T o -

13/ The domestic producers are American NTN Bearing Manufacturing Corp.,
Brenco, Inc., Federal Mogul Corp., Hyatt Clark Industries, Koyo Corp. of the
U.S.A., L&S Bearing Co., NTN-Bower Corp., SKF Industries, Inc., The Timken Co.
(the petitioner), and The Torrington Co. Report at A-12 to A-13.



percent of total U.S. shipments-byfvalue. 14/ In each case, either the
company's imports ‘accounted for a nominal share by value of its U.S.
shipments, or lé/'its performance indicators were consistent with the

" industry as a whole.

"Including the five related producers within the domestic industry thus-
would not significantly distort.econOmie deta or fail to provide a reasonably
accurate picture of the domestic ‘industry as a whole. We therefore find that
the domestic industry in theée'iﬁvestigations~ihc1udes all domestic producers

of the like product.

Condltlon of the domest1c 1ndustry

In determ1n1ng the conditlon of the domestxc 1ndustry, the Commxss1on

cons1ders, among other factors, domestxo consumptxon, uU.s. product1on,
2capac1ty, capac1ty ut;l;zetxon, ehxpments, inventories, employment, and
Afinancial performance lé/ Apparent domestlc consumpt1on of tapered roller
bearlngs 1ncreased sharoly from 264 million unlts in 1983 to 330 m1111on unlts
in 1984, and then declxned to 281 mlllxon units in 1985 In the 1nter1m |

per1od January-June 1986, 1t declxned further to 124 m11110n units compared

with 152 million units in the correspondlng'perlod of 1985}.9r by 19

14/ See Report at A-13, Table 2.
15/ 1d. at A-16.

16/ 19 U.S.C. § 1677(7)(C)(iii).



17/ )
percent. —— Domestic production of cone assemblies. and cups 18/ declined

about 4 percent each from.1983 through 1985, and further declined by aboug 3
percent in interim 1986 compared with the corresponding period of 1985. l%/
The capacity of .the domestic industry to produce tapered roller bearings
declined slightly during the period of investigation, despite the addition of
a new producer."gg/ ‘For cone‘aésemblies and cups, capacity declined about 2
percent frﬁm 1983 through- 1985, -and about 8 percent in interim 1986 versus
interim 198S5. Zl{ Capacity utilization for cone assemblies remained the
same in 1983-1985--about 57 percent--but declined to 52 percent in interim
1986, compafed with 64 percent in interim 1985, 22/ while capacity -
utilization for cups .dropped from 60 percent in 1983 to .56 percent in 1985,
and then fell to 50 percent in interim 1986 compared with 62 percent in the
corresponding 1985,period;:2§/.“

Domestic shipments of”tépered roller bearings declined 3 percent by

quantity from.1983 to 1985. However; in the interim 1985-86 comparison they

17/ Report at A-17, Table 5.

18/ We have utilized the data available for cone assemblies and cups in the
analysis of domestic production, capacity, and capacity utilization since the
production of a tapered roller bearing set is usually only a minor assembly
operation performed on cone assemblies and cups. Id. at A-18.

19/ 1d. at A-19.

20/ 1d. at A-18.
21/ 1Id. at A-19.
22/ 1d

|N
w
~
IH
Q



‘interim 1986 compared with interim 198S.

10

. 24/
declined by 22 percent. = “-Although the -value of domestic shipments

increased 7 percent from 1983 to 1985, there was an 11 percent decline in
25/

. Inventories .of tapered roller bearings as a share of shipments increased

.for sets, cone assemblies, and cups from 1983 to 1985, and increased again in

interim 1986 compared with interim 1985, 26/ The number of workers

producing tapered roller: bearings rose 2 percent from 1983 through 1985, but
| e 27/
fell 13 percent in interim 1986. —
‘Net. sales increased ‘26 percent from 1983 to 1984, and then decreased 12

percent in 1985, ‘and: decreased a further 10 percent in the interim 1986-85

comparison. 28/ -The ratio of operating income to net sales was a negative

7.3 percent in 1983, increased to -‘a positive 3.4 percent in 1984, and then

fell back to a negative 4.5 percent in 1985.: During«interim 1985, this margin
was a positive 1.8 percent; it ‘was. a positive 2.1 percent in the. corresponding
period of 1986. 1In 1984 one.firmfreported an operating loss; in 1985 five
firms reported operating losses;‘and in the interim periods of 1985 and 1986

three firms reported operating losses. 22/,

24/ 14d. #t A-20.

25/ 1Id. at A—i9 to A—ZO, iable“7:
26/ 1Id. at A-20, Table 8.

27/ 1d. at A-22, Table 9.

28/ 1d. at A-24, Table 11.

3
~
&
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Based on the above record, we determine there is a reasonable indicatioﬁ
_that the domestic tapered roller bearing  -industry is currently experiencing

. s s 30/ 31/
material injury. — —

éﬁmﬁlgtion

| The-bémmi;sion is reéuiréd to cumuiaﬁively aésess the volume and effect
éf imports subject to invéétigation fégm two or more counﬁriés if the imports
(1) compete with other imports and wigh the domest;é liie p;oducts,‘(Z) are
subject to inQestiéation, and (3) are @arkéted within a reasonably coincident

. . 32/ 33/
period. — —

In these investigatious,vthe impor£§ in question are
subject to investigation and have been marketed within a reasonably coincident

period. The appropriateness of cumulation thus résts on the issue of

30/ * Commissioner Stern does not regard it as analytically useful or
.appropriate to consider the question of material injury completely separate
from the question of causation. See Cellular Mobile Telephones and
".Subassemblies Thereof from Japan, Inv. No. 731-TA-207 (Final), USITC Pub. 1786
at 18-19 (Dec. 1985) (Additional Views of Chairwoman Stern).

. 31/ Commissioner Eckes beiieves that thé Commiséion is to make a finding
regarding the question of material injury in each investigation. See Cellular

Mobile Telephones and Subassemblies Thereof, Inv. No. 731-TA-207 (Final),
USITC Pub. 1786 at 20-21 (Dec. 1985) (Additional Views of Commissioner Eckes).

32/..-19 U.S.C. § 1677(7)(C)(iv); H.R. Rep. No. 725, 98th Cong., 24 Sess.
36-37 (1984). S . S :

33/ Chairman Liebeler finds that it is necessary that the investigations
occur with respect to the same practice (i.e., dumping). That condition is
met here. For-a complete discussion of her views on cross-cumulation, see
Certain Carbon Steel Products from Austria, Czechoslovakia, East Germany,
Hungary, Norway, Poland, Romania, Sweden, and Venezuela, Invs. Nos.
701-TA-225-234 (Preliminary) and 731-TA-213-217, 219, 221-226, and 228-235
.(Preliminary), USITC Pub. 1642 at 41-50 (1985) (Views of Vice Chairman
Liebeler). ’
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. 34/
competition. —

The respondents oppose cumulation, arguing, inter alia, that differences
in quality and/or product mix between imports from Hungary, Romania, the
' People's Republic of China, and Yugoslavia on the one hand, and those from
Japan (and presumably from Italy) on the other, preclude cumula£ion ofvthe
lﬁtter with the forﬁer. Although some quality differences'do appear to exist,
Qe find that they do not preclude cunulation.

The principal quality differenceg identifiéd by respondents relatelto

. 5/ .
internal geometries and tolerances 32 and the wear resistance of the

34/ The Conmission denies NTIN's request for termination of the investigation
as to NTN's imports from Japan having an outside diameter of 4 inches or less,
based on NIN's contention that those imports are subject to an outstanding
finding of dumping and are the subject of an ongoing judicial review. The
statutory framework of title VII vests in Commerce--not the Commission--the
responsibility for determining the scope of preliminary antidumping
investigations. The Commission's preliminary determinations are required to
address the question of whether there is a reasonable indication of injury “by
reason of imports of the merchandise that is the subject of the investigation
by [Commerce]." 19 U.S.C. § 1673b(a). Moreover, the NTN/Timken dispute
concerning this issue arises solely out of previous administrative action by
Commerce--i.e., the 1976 finding of dumping and the 1982 revocation of that
finding as to NTN. See Report at A-2. 1t therefore seems particularly
appropriate for Commerce to be the administrative forum to resolve the
controversy-concerning the scope of the current investigations,

35/ -There is a certain amount. of standardization in both domestic and
imported tapered roller bearings. Tapered roller bearing sets, cone
assemblies, and cups are specified by part numbers that identify
characteristics such as the outside and inside diameters, roller angles, and
various interchange dimensions. Report at A-3. The part numbers are based on
standardized industry designations--i.e., the Antifriction Bearing
Manufacturers' Association system which specifies dimensions in inches and the
International Standards Organization .which uses metric specifications. 1d.
Generally, for parts having the same part numbers, the only differences
(Footnote continued on next page)
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bearings. 38/ It does appear that many imports are not suitable for the
.high precision segment of the market, but in those applications where
extremely precise tolerance and longer life of the bearing are not as
" important, imports are able to compete with domestic production. There, is
some question whether the roller bearings used,in these lesser precision
applications are "substandard” as some respondents alleged or whether the
standards are simply not as applicable. Clearly, however, the lesser
precision bearing market is a substantial portion of the roller bearing market
and both domestic and foreign products compete in this market.

Some imports; inciu&ing.tﬁe allegedly subs#andard imﬁorts, are ﬁarketed
as being comparable to or'ipterchangeable with domestic merchandise. éecause
these iﬁports have est;blisﬁed a.significant market presence, it reasonably
‘can be inféfréd that the quality of atleast somé allegedly substandard imports

) e 37/ 38/
is acceptable for the end uses to which they are put. — — . -

(Footnote continued from previous page) '
between the products of various manufacturers are the lnternal geometr1es and
speclfic tolerances Iid. -

36/ Domestic bearings'are "case hardened" which affects only the outer
surfaces of the bearings and allow the bearing to better absorb the forces to
which it is subject, while many of the imports are "through hardened" which
results in a more brittle bearing that does not last as long.

37/ Commissioner Rohr notes that the fact that such imports are marketed
with substantial product liability insurance coverage might provide further
evidence that such imports are of acceptable quality for some appl1cat10ns, if
they were not, insurers would refuse to offer such coverage.

§§/" The facts and circumstances in the present investigations are
(Footnote continued on next page)
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Finally, the .domestic and imported tapered roller bearings have similaf'
. channels -of distribution. " In the case of the allegedly substandard imports,
there appear to -be common channels of distribution.

For the above reasons, the volume and effect of the imports from the
“subject’ countries will bé cumulatively assessed. However, if these
investigations proceed to final determinations,; the issue of cumulation will
be reconsidered in light of any: relevant additiomnal information available at

that time.

Reasonable indication of material injury 5y reason of alleged LTFV imports
We find that the increasing volume and penetration of imports at a time
of dec11n1ng sh1pments by the domest1c 1ndustry, together W1th evidence of

fairly cons1stent underselllng by 1mports, const1tutes a reasonable indication

(Footnote continued from previous page)
distinguishable from those in Certain Welded Carbon Steel Pipes and Tubes from
the People's Republic of China, Investigation No. 731-TA-292 (Final), in which
the Commission declined to cumulatively assess the volume and’ effect of
imports of Chinese pipe with imports of pipe from other countries, citing
quality defects in the Chinese pipe. In that case, the Commission found that
the imports of Chinese pipe could not be used for their intended purposes, for
a number of reasons. For example, Chinese pipe did not conform to industry
standards - for standard pipe. Furthermore, some Chinese imports were rusted
and had to be sold for scrap, while others had to be stripped and
regalvanized. There were other deficiencies as well, which were confidential
and could not be discussed in the opinion. Some of the damage had been caused
by improper manufacturing, while the remainder resulted from shipping. See
USITC Pub. 1885, Views of Vice Chairman Brunsdale et al. at 3, 8-11 (Aug.
. 1986). Similar facts and c1rcumstances were not shown in the present
investigations. :
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that the subject imports are a cause of material injury to the domestic

industry. 39/ 30/ 41/
The value of imports .rose 31 percent from 1983 ,through 1985. .- The market

share by value also increased from under .10 percent in 1983 to nearly 12

percent ‘in 1984, and dropped only slightly in 1985. For the interim period

January-June 1986, the value of ‘imports . represented more than 12 percent of

397 Vice Chairman Brunsdale believes that the evidence of underselling in
this case is not probative on the question of causation. She notes that there
are differences in quality among tapered roller bearings produced by the
countries subject to investigation. As a result, prices charged for imported
products sometimes consistently exceeded prices charged for similar domestic
products, see Report at A-41, while for other products domestic prices were
consistently higher. Vice :Chairman Brunsdale accordingly believes that the
price differences observed in this case are not helpful in analyzing causation.

40/ See n.2, supra.

41/ Vice Chairman Brunsdale and Commissioner Stern believe that the
magnitude of the dumping margin is one factor, among others, that may be
considered in determining whether LTFV imporis are a cause of material
injury. - Vice Chairman Brunsdale notes that the average margins alleged in
this case, ranging from.26 percent to 143 percent, are sufficiently large to
support an affirmative determination in this .preliminary investigation. . For a
discussion: of her views on the relevance of dumping margins to causation
analysis, see Heavy-Walled Rectangular Welded Carbon. Steel Pipes and Tubes
from Canada, Inv. No. 731-TA-254 (Final), ‘USITC Pub. 1808 at 13-14 (1986)
(Views of Chairwoman Stern, Vice Chairman Liebeler and Commissioner
Brunsdale). .She notes, however, that large dumping margins are not by
themselves sufficient to reach an affirmative decision. See Certain Ethyl
Alcohol from Brazil, Inv. No. 701-TA-239 (Final), USITC Pub. 1818 at 15-16
(1986) (Views of the Commission).

™
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the domestic market, representing a sharp increase from the corresponding
period of 198S5. a2/ 43/

The quantity of imports from the six countries in question increased 3.4
" percent from 1983-85. Market penetration by quantity remained constant at
more than 20 percent in 1983 and 1984, and ¢ipped only slightly in 1985.
During interim period January-June 1986, the quantity of imports was below the
interim 1985 level. However, the lower quantity of imports in interim 1986
captured a larger share of the market, reaching a period high of more than 23
percent. A4/

The pricing data obtained by the Commission reflect general price
decreases during the period January 1984 to June 1986, and underselling by the
imports (except for certain Japanese ta?ered roller bearing cups) in eveéy

quarter in which pricing comparisons with the domestic product were

. 45/ .. . . .
possible. — Commissioners Eckes, -Lodwick and Rohr note that information

42/ Report at A-38.

43/ Commissioner Eckes does not agree that information on import trends in
terms of value is useful as an indicator of a causal link between unfair
imports and material injury. Such data are inherently distorted and
understated and must be relied upon with caution. These figures fail to
reflect any duties assessed upon importation, any importers' markup before
resale, or warehouse costs paid by importers prior to sale in the U.S. This
precludes any meaningful comparison with the value of shipments as reported by
U.S. producers. Moreover, market penetrations based on these import values
are understated because they do not include any unfairness related to dump1ng
or subsidization. : .

4/ 1d.

45/ 1Id4. at A-38 to A-44.
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obtained from purchasers of the imported articles confirms that the imports.

compete with the domestic product and that- imports were purchased because of

1/ 48/ 49/
their lower prices. A6/ 41/ 48/ 49 .

46/ 1d. at A-4S.

47/ Page A-45 of the Report, cited by Commissioners Eckes, Lodwick, and Rohr
for the proposition that imports were purchased because of their lower prices,
discusses petitioner's lost sales allegations. Vice Chairman Brunsdale
believes that the presence or absence of confirmed lost sales is rarely
persuasive on the question of a causal link between dumped imports and
material injury to the domestic industry. See Heavy-Walled Rectangular Welded
Carbon Steel Pipes and Tubes from Canada, Inv. No. 731-TA-254 (Final), USITC
Pub. 1808 at 12, n.28 (1986) (Views of Chairwoman Stern, Vice Chairman
Liebeler and Commissioner Brunsdale).

48/ Commissioner Stern notes that exchange rate factors, specifically the
rapid appreciation of the yen vis-a-vis the dollar, could be significant in
explaining some or all of Japanese pricing patterns. Should these
investigations proceed to final investigations, this question will be
considered more fully. Other factors which may be important in an analysis of
causation are the impact of the business cycle for this industry (or
industries) and demand patterns for end products which are primary consumers
of the products under investigation.

49/ Commissioner Stern distinguishes her affirmative finding in these
preliminary investigations from her negative preliminary finding in Certain
Tapered Roller Bearings and Parts Thereof from Japan, the Federal Republic of
Germany, and Italy, Invs. Nos. 731-TA-120 and 122 (Preliminary), USITC Pub.
1359 (1983) (Views of Commissioner Stern). The domestic industry in the
previous investigation represented only 2 percent of the domestic industry
under consideration here. Also, previously, the market segment in that
industry was clear cut and there was a reasonable indication that demand
factors (e.g., a collapse of the railroad market) were entirely responsible
for the condition of the domestic industry. Moreover, imports had had and
would continue to _have no material effect on the industry.
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Conclusion

For the foregoing reasons, we determine that there is a reasonable
indication that the domestic industry producing tapered roller bearings and.
components thereof and certain housings incorporating tapered roller bearings
is materially injured by reason of alleged LTFV imports from Hungary, Italy,

Japan, the People's Republic of China, Romania, and Yugoslavia.
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| ADDITIONAL VIEWS OF CHAIRMAN LIEBELER

Inv. Nos. 731—TA—341 through 346 (Prellmlnary) »
‘.Certain Tapered Roller Bearings ‘and Parts Thereof,
and Certain Housings Incorporating Tapered Rollers
. - .From Hungary,.Italy, Japan,-
the People’s Republic of China,
Romania, and Yugoslavia.

I determlne that there 1s a reasonable 1nd1catlon
that an 1ndustry in the Unlted States is materlally
1njured by reason of 1mports of tapered roller bearings
and parts thereof that are allegedly belng sold at less
than falr value (LTFV) I concur 1n the dlscu551on of the

majorlty with repect to llke product domestlc 1ndustry,

related partles, cumulatlon, and condltlon of the 1ndustry

Material Injury by Reason of Imports

In order for a-domestic ‘industry to prevail in a
preliminary investigation, the Commission must determine
that there is a reasonable indication that the dumped or
subsidized ‘imports. cause or threaten to cause material
‘injury to the domestic industry producing the like
product. The Commission must determine whether the.
domestic industry producing‘the like product ls;materially

injured or is threatened with material injury, and further
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that any injury or threat is by reason of the dumped or

subsidized imports. Only if the Commission finds a
reasoﬁable indication of both injury and causation, will

it make an affirmative determination in the investigation.

Before anélyzing the data, however, the first
queStibn‘is'whether the statute is cleér or whether‘one'
must resort to the legisiati;e.ﬁistory in order to
intefpreﬁ tﬁe.relevaht-sections of'the anfiaumping law;
In'geﬁeral,"the acceptednrﬁle of:sfaﬁutory cons;ruction is
that é stafute; cleéf and'uhémbiguous oﬁ its faQe,.negd
not éhd‘cannét.bé'intérpreted usiné sécohdary sourcésf
Oﬁl?istatufes thét are of doubtful meéning are subject‘to

1
such statutory interpretation.

The statutory language used for both parts of the
analysis is ambiguous.  "Material injury" is .defined as
"harm which is not inconsequential, immaterial, or

- 5

unimpo;tant."‘ As for the causation test, "by reason

of" lends itself to no easy interpretation, and has been.

1

'Sands, Sutherland Statutory Construction Sec. 45.02
(4th Ed.) _ : ' :

2 .
19 U.S.C. sec. 1977(7) (A) (1980).
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the subject of much debate by past and present

commissioners. Clearly,'well-ihformed persdns may differ
as to the interpretation of the causation and material
injury sections of title VII. Therefore, the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises in part because it is clear
that the presence ‘in the United States of additidnall
foreign suppiy will always make the domestic inddstry
worse off. Ahy time a foreign proaucér exports products
to the United Stétes, the increase in supply, ceteris
paribus, must result in a lower price of the prdduct than
would otherwise prevail. If a downward effect on price,
accompanied'by a Depaftment of Commerce'dumping or subsidy
finding and a Commission finding that financial indicatéré‘
were‘down‘wefe'éil that. were fequired for an affirmative
determination, there would be no need to inquire further

into causation.

But the legislative history shows that the mere
presence of LTFV imports is not sufficient to establish
causation. In the legislative history to the Trade
Agreements Acts of 1979, Congress stated:

[T]he ITC will consider information which :
indicates that harm is caused by factors other

/
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3

than the less-than-fair-value imports.
The .Finance Committee emphasized the need for an
exhaustive causation analysis, stating, "the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between the

less-than-fair-value imports and the requisite injury."

Tne Senate Finance,Committee aéknqwledged tnat the.
causation analysis wonldfnqt be easy: "The determination
of the iTé»with reenect ;5 causetion,,is under current
1aw, and Qill be, nnder section 735, complex and
dlfflcult and is)matter for the judgment of the ITC. "5
Slnce the domestlc 1ndustry is no doubt worse off by the
presence of any 1mports (whether LTFV or falrly traded)
and éongress has direeted ﬁhet this is not enough upon
which no base an affifmative determination, the Cemmission
must delve further to find what condition Congress has

attempted to remedy.

3

Report on the Trade Agreements Act of 1979 S. Rep. No.
249, 96th Cong 1st’ Sess. 75 (1979) .
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In the legislative hlstory to the 1974 Act, the Senate

Flnance Commlttee stated'“

T

This_ Act. is not. a-/protectionist’ statute

‘de51gned to bar or restrict U.S. - imports; rather,

~it is a statute.designed to free U.S. imports.

from unfair prlce discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

6

. United States industry. ... . = .. - g .

Thﬁs,:the“fOCUS‘Of the analy51s must be on what

constitutes unfair prlce dlscrlmlnatlon and what harm

results therefrom:

;> [T]he Antidumping Act, does not.proscribe:

transactions which involve selling an imported
product at a:price which is: not lower:' than ‘that-
needed to make the product competltlve in the

.U.S. market, even though the price of the

| This

importedaproduct is lower than its home market
7

price.

"complex.and difficult" judgment by the

Commission. is aided greatly by the use of financial: and . .-

economic

analysis. One of the most important assumptions

of traditional microeconomics is that firms attempt to

6

Trade Reform Act of 1974 'S. Rep. 1298, 93rd Cong. 24

Sess. 179.

Id.
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o 8 - : :
maximize profits. Congress was obviously familfar with
the economist’s tools: '"[I]mporters as prudent
businessmen dealing fairly would be interested.in
maximizing profitsfby-selling at prices as high as the

. o i . 9
.U.S. market would bear."

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion.‘ Forelgp flrms should be presumed to behave .
rationally. | Therefore, 1f the factual settlng 1n wh1ch
the unfair imports occur does not support any galn to be
had by unfair. prlce dlscrlmlnatlon, it is reasonable to
conclude that any 1njury :or threat of 1njury to the

domestlc 1ndustry is not "by reason of" such 1mports.

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not
rational to charge a price below that necessary to sell

one’s product. . In certain circumstances, a firm may try

8

See, e.g., P. Samuelson & W. Nordhaus, Economics 42-45
(12th ed. 1985); W. Nicholson, Intermediate Microeconomics
and Its Application 7 (3d ed. 1983).

9

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d - -
Sess. 179. .
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to capture a sufficient market share to be able to raise

4i§s price.iﬁ the future. To move from a position where:
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which.is necessary to meétjcompetitibn. Iffis'this
condition which Cohgreés.must haQe meégf whén it chéféed -
us "to discourage and pfeveht'fbfeign suppliers from uéiné
unfair pricé discfiminatioﬁ pfacticeé:to:the detriment of

' 10
a United sStates industry."

In Certain Red RaSpberries from Canada, I set forth'a
framework for examining what factual setting would merit

an affirmative finding under the law interpreted in light
of the cited legislative history. i

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
: 12
elasticity of supply of other imports).. '

10

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.

11

. Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

12
Id. at 1le.
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The statute requires the Commission to examine the volume
of "imports, the effect of imports on prices, and the

P ,»-' « : - ~ s P . . . 13
general 1mpact of 1mports on domestlc producers. ~ The

leglslatlve hlstory prov1des some guldance for applylng
these crlterla. The factors 1ncorporate both the '
statutory crlterla and the guldance prov1ded by the

leglslatlve hlstory. Each of these factors is evaluated

in turn.

Causation analysis: -

. Examining import penetration data is important because
unfair price discrimination has as its goal, and cannot
take place in the absence of market power. Cumulated
market: penetratlon of 1mported tapered roller bearlngs and
parts thereof decllned sllghtly between 1983 and 1985 on
an annual ba51s, but remalned in the 20-25 percent range.
The data indiCate,-however;‘that import penetration is up
sligh