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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-335 (Final)

TUBELESS STEEL DISC WHEELS FROM BRAZIL

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines.‘g/ pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in the United States is threatened
with material injury by reason of imports from Brazil of tubeless steel disc
wheels, 3/ provided for in item 692.32 of the Tariff Schedules of the United
States, that have been found by the Department of Commerce to be sold in the
United States at less than fair value (LTFV). Vice Chairman Brunsdale and
Commissioners Eckes, Lodwick, and Rohr further determine, pursuant to section
735(b) (4)(B) of the Act (19 U.S.C. § 1673d(b)(4)(B)), that they would not have
found material injury but for any suspension of liquidation of entries of the

subject merchandise.

Background

The Commission instituted this investigation effective December 29, 1986,
following a preliminary determination by the Department of Commerce that
imports of tubeless steel disc wheels from Brazil were being sold at LTFV
within the meaning of section 731 of the Act (19 U.S.C. § 1673); Notice of
the institution of the Commission’s investigation and of a public 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 of January 22, 1987, (52
F.R. 2461). The hearing was held in Washington, DC, on March 24, 1987, 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(1)).

2/ Chairman Liebeler dissenting.

3/ Such wheels are designed to be mounted with pneumatic tires, have a rim
diameter of 22.5 inches or greater, and are suitable for use on class 6, f; and
8 trucks, including tractors, and on semi-trailers and buses.






VIEWS OF VICE CHAIRMAN ANNE BRUNSDALE AND
COMMISSIONERS ALFRED ECKES, SEELEY LODWICK, AND DAVID ROHR

We determine that an industry in the United States is threatened with
material injury by reason of less than fair value (LTFV) imports from Brazil
of tubeless steel disc wheels. 1/ 2/ 3/

This investigation revealeq that consumption of tubeless steel disc
wheels increased throughout 1984 and peaked in early 1985. Initially, the
domestic industry was unable to meet the rapid increase in demand, and imports
from Brazil and other countries entered the market. By 1986, however, as
consumption began to decline, the perfobmance of the domestic industry
declined at a much faster rate. Production, employment, and financial
indicators all showed significant deterioration, and industry profitabiiity
decreased rapidly.

Given the apparent vulnerability of the domestic industry, our
determination of threat of material injury is based on Brazil's current
position in the U.S. market, the continued importance of the U.S. market to
Brazilian producers, the substantial growth in Brazilian capacity, the

substantial idle caﬁacity in Brazil, and Brazil's pricing behavior.

1/ We would not have found material injury even if there had been no
suspension of liquidation of entries of the subject merchandise.

2/ Chairman Liebeler joins this opinion on the questions of the definition
of the like product and the domestic industry and the description of the
condition of the industry.

3/ Material retardation of an industry in the United States is not an issue
in this investigation and will not be discussed further.



Like product and domestic industry 4/

The imported article subject to investigation is steel disc wheels (SDWs)
designed to be mounted with tubeless pneumatic tires and having a rim diameter
of 22.5 inches or greater (tubeless SDWs). These wheels are suitable for use
on class 6, 7, and 8 trucks, including tract§rs, and on semi—trailers and
buses. 2/ Tubeless SDWs consist of a‘steel disc and a rim welded to form a
single unit. They are widely used Qith tubeless radial tires because such
tires have lower rolling resistance, giving longer tread»life and increased
fuel economy. s/

In its preliminary determination, the Commission found the like product
to be domestically produced tubeless SDWs and the domestic industry to be the
three firms that produce tubeless SDWs. L We excluded from the scope of
the like product (1) tubeless SDWs for classes 1 through 5 vehicles, (2) SDuWs

for tubed tires, (3) cast spoke and demountable rim wheels (CSDRWs), and

4/ As a threshold matter in all antidumping investigations, the Commission
must define the domestic industry that could be affected by the imports under
investigation. The term "industry" is defined in section 771(4)(A) of the
Tariff Act of 1930 as "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.” 19 U.S.C.
§ 1677(4)(A). "Like product,” in turn, is defined in section 771(10) as "a
product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation
.. " 19 U.s.C. § 1677(10).

5/ The scope of the investigation is determined by the Department of
Commerce (Commerce), which has defined the imported article as follows:
"tubeless steel disc wheels designed to be mounted with pneumatic tires having
a rim diameter of 22.5 inches or greater, suitable for use on class 6, 7 and 8
trucks, including tractors, and for use on semi-trailers and buses, as
currently provided for under number 692. 3230 of the [TSUSA]." 52 Fed. Reg.
8947 (Mar. 20, 1987).

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

1/ Tubeless Steel Disc Wheels from Brazil, Inv. No. 731-TA-335
(Preliminary), USITC Pub. 1872 at 5-6 (July 1986) (Steel Disc Wheels
Preliminary).



(4) aluminum disc wheels. 8/ Both the petitioner and the respondent support

this definition and the exclusions in this final investigation. 8/

Two like pfoduct questions are presented by this final investigation:

(1) whether to distinguish between "hub-piloted"” and "stud-piloted" tubeless
SDWs and (2) whether to include within the scope of the like pro@uct any of
the four other types of wheels enumerated above.

During the hearing, respondents asserted that a new type of wheel, called
"hub-piloted,” has become an increasingly popular alternative to the
"stud-piloted"” wheels found on most truck axles. 10/ They alleged that
imports from Brazil, which consist almost exclusively of stud-piloted wheels,
will allegedly be shut out by this market trend. 11/ In fact, however, the
hub-piloted wheel is not a new technology. It is manufactured in Brazil
and--in small quantities--exported to the United states.~lg/

The scope of investigation does not distinguish between hub-piloted and
stud-piloted wheels. The product subject to investigation, as defined by
Commerce, includes all tubeless SDWs. Both hub- and stud-piloted types of
wheels are imported into the United States and domesticﬁlly produced.

Finally, although not operationally interchangeable, they both have the same

end use.

8/ 1d. at 5, n.13.
9/ Prehearing Brief of Petitioner at 3 and Transcript of the hearing (Tr.)
at 146-47, respectively.

10/ Tr. at 120. There are certain physical differences between these two
types of tubeless SDWs and, once installed on a truck, neither type may be
substituted for the other without conversion of the mounting assembly. Report
at A-3.

11/ Tr. at 121.

12/ Report at A-3.



The other four tyﬁes of wheels described above differ significantly from
tubeless SDWs. 13/ SDWs for class 1-5 vehicles have a less than 22.5 inch
diametet and are used, for exgmple, on passenger cars and pickup trucks. SDWs
for tubed tires include an additional "“side ring" joined to the rim and are
made from a different type of steel from that used for tubeless SDWs. CSDRWs
‘consist of two components bolted together to form the wheel. Aluminum disc
wheels are not only made from a different metal, but are also substantially
lighter than tubgless SDWs, so that they are used, inter alia, where gross
vehicle weight limitations are important. 14/ CSDRWs and aluminum disc
>wheels may not replace tﬁbeless SDWs without extensive modifications to the
hub. We therefore exclude these four types of wheels from the scope of the
like product.

Accordingly, the like product consists of steel disc wheels for tubeless
tires, degigned to\be mounted‘with pneumatic tires, in which the wheel has a
rim diameter of 22.5 inches or greater, suitable fqr use on class 6, 7, and 8
trucks, including tractors, and on semi-trailers and buses. The domestic
industry consists of petitioner (the Wheel and Brake Division of the Budd

Co.), Accuride Corp., and Motor Wheel. 15/

13/ 1d. at A-7-A-9. See also Tubeless Steel Disc Wheels Preliminary at 5 and
n.1l3 and A-2-A-4. ' ' ‘ ‘

14/ Report at A-9.

15/ Accuride was formerly a subsidiary of Firestone and Motor Wheel was
formerly a subsidiary of Goodyear. They have both been subject to leveraged
buyouts.
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Condition of the domestic industr 16/ 11/

Apparent domestic'consumption of tubeless SDWs fluctuated significantly
during the 1983-86 period, jumping a sharp 66.4 percent from 1983 to 1984 and

then declining in 1985 and 1986 (9.2 percent and 4.3 percent,

18/

respectively). As the Commission noted in its preliminary opinion, the

surge in demand in 1984 was at least partially due to extraordinary

circumstances.

Demand for tubeless SDWs was limited throughout 1983.
This was largely attributable to the sluggish domestic
economy and to anticipated government regulations
affecting the maximum allowable length of semi-trailers
which encouraged trailer manufacturers to postpone
purchases of trailers and trailer components, including
wheels. '

Once the regulations were enacted, the certainty they
provided, along with the strength of the economic
recovery, released "pent-up" demand for SDWs. 19/
Domestic production and shipments also increased strongly during 1984 in
response to the demand surge. 29/ Utilization of domestic productive
capacity increased from 76.1 percent in 1983 to 106.1 percent in 1984. 21/

Nonetheless, the increase in apparent consumption was greater than the

16/ In examining the condition of the domestic industry, the Commission
considers, among other factors, domestic consumption, U.S. production, sales,
market penetration, employment, and profitability. 19 Uu.s.cC.

§ 1677(7)(C)(iii).

17/ In this investigation, the data generally cover calendar years 1983-86.
The Commission also has data regarding the Brazilian industry for the period
Jan.-Feb. 1987 and estimates for calendar year 1987. Report at Table 19.
With regard to the financial data, the Commission has data for fiscal years
1983-86 and for the interim fiscal years ending Dec. 31, 1985, and Dec. 31,
1986. Id. at Tables 13-16.

18/ Id. at Tables 6-7.

19/ steel Disc Wheels Preliminary at 6.

20/ Report at Tables 6-7.

21/ 1Id. at Table 7.



capacity 22/ and production increases by the domestic industry. As we noted
in the preliminary investigation, the domestic industry responded by delaying
deliveries or placing customers on "allocation programs" in 1984 and early
1985. Allocation preferences were given to original equipment manufacturers
(OEMs) over aftermarket distributors. 23/ In the final investiggtion,
numerous purchasers attested to difficulties obtaining the tubeless SDWs they
required from U.S. manufacturers during 1984 and 1985. 24/ We confirmed
that several purchasers and distributors sought additional sources of tubeless
SDWs, found them in Brazil, and began importing. The first imports reached
the United States at the end of 1984. 2/
Despite the strength of apparent consumption in 1984 and early 1985,
profitability of the U.S. industry remained modest. 1Its operating margins
were 5.3 percent in 1984 and 4.6 percent in 1985. 26/
Consumption declined slightly from 1984 to 1985 and from 1985 to 1986

(9.2 percent and 4.3 percent, respectively). 21/ 28/

The performance of
the domestic industry, however, declined more steeply. Domestic production

fell from 1.5 million tubeless SDWs in 1984 to 1.2 million in 1985 (19.2

22/ Capacity, as that term is used by the Commission, refers to maximum
production using a normal number of shifts and a normal product. Thus,
production above the 100 percent level may be attained by additional shifts,
by deferring routine maintenance, or by other devices.

23/ steel Disc Wheels Preliminary at 10.

24/ Report at A-16-A-17.

25/ 1d. at A-S57.

26/ 1Id. at A-25.

27/ Id. at A-18. See also Id. at Table 6. These trends are similar to those
for factory sales of trucks and buses. Id. at Table 5.

28/ Because of the imports of tubeless SDWs from Canada by two of the
domestic producers during the course of the investigation, the specific
figures regarding apparent domestic consumption are confidential.



percent) and fell further to 1.1 million in 1986 (an additional 9.4

percent). 23/ Shipment§ declined precipitously from 1.5 million tubeless

SDWs in 1984 to 1.2 million in 1985 (23.6 percent) and declined further to 1.1

million in 1986 (an additional 7.9 percent). 30/
Domestic producers' capacity, however, increased from 1.3 million in 1983

31/

to 1.7 million in 1986, an increase of 28.5 percent. == Thus, capacity

utilization, which reached 106.1 percent in 1984, fell to 85.8 percent in 1985
and 66.1 percent in 1986. 32/
The declining condition of the domestic industry since 1984 is reflected
in other indicators as well. The number of production and related workers
producing tubeless SDWs, their hours worked, and their total compensation
declined from 1984 to 1986. 33/
The financial data also mirror the declining trends. Gross profit and
net operating income have declined since 1984. Net income before taxes
declined and became a net loss in 1986. Operéting income as a percent of net
sales was 5.3 percent in 1984, decreased to 4.6 percent in 1985, and plunged
to 0.5 percent in 1986. 34/

Accordingly, we conclude that the domestic industry is cledrly vulnerable

to injury from LTFV imports from Brazil.

29/ Report at Table 7.

30/ Id4. at Tables 6 and 8.
31/ Id. at Table 7.

32/ 1d.

33/ 1d. at Table 12.

34/ Id. at Tables 15-16.
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35/

Threat of material injury by reason of LTFV imports from Brazil

In assessing,the'threat of material injury in this investigation, we

considered, among other factors, the volume and trend of imports from Brazil,
increases in productive capacity and unused productive capacity in Brazil,
Brazil's export and domestic markets, and the pricing of Brazil's

36/

exports. —

Imports from Brazil first entered the U.S. market in 1984. Their share
of apparent domestic consumption more than tripled before decreasing somewhat
. 37/ . .. . . .
in 1986. — Despite the dip in penetration in 1986, Brazil retained the

market presence it established during the period of supply shortage in 1984

and early 1985. Further, although imports declined, actual shipments of the

Brazilian product remained relatively constant. 38/
Additionally, disaggregated data on market penetration by market type

show that although Brazilian imports were a minor factor in the OEMs market,
they accounted for a substantial share of aftermarket consumption.
Furthermore, Brazil's penetration of the OEMs service dealer market increased

in 1986. 33/

35/ Many of the data regarding the Brazilian industry are confidential and,
therefore, can be discussed only in general terms. :

36/ 19 U.S.C. § 1677(7)(F)(i). See also, e.g., Certain Line Pipes and Tubes
from Canada, Inv. No. 731-TA-375 (Preliminary), USITC Pub. 1965 at 23 (Mar.
1987).

37/ Report at Table 22. The exact import figures and, consequently, the
percentage of apparent domestic consumption represented by imports from
Brazil, on both a quantity and value basis, are confidential.

38/ In assessing threat from LTFV imports from Brazil, a number of factors
lead us to put less emphasis on the fractional decline in Brazilian exports to
the United States in 1986 than on the steady and significant increases in
Brazilian capacity since 1984. Most fundamentally, as noted in the text,
Brazil retained its market presence. In addition, some Brazilian suppliers
were adjusting distributor relationships. 1In early 1986 Japanese suppliers
were liquidating excess inventories into the aftermarket. Finally, Brazilian
behavior may have been modified due to this investigation.

39/ Report at Table 23.
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Brazil established capacity to produce tubeless SDWs in 1984 in order to
supply the U.S. market; and Brazilian capacity has increased both steadily and

substantially since. Brazil's capacity to produce tubeless SDWs more than
ﬁripled from 1984 through 1986. Capacity utilization increased substantially
in 1985, but deﬁreased'sharply in 1986. 40/ Although home market sales,
including the production of trucks for export, took a growing portion of total
Brazilian production over the period of investigation, such sales remained
small in 1986, a year of economic boom in Brazil. Brazil's third-country
sales were at low levels throughout the period of investigation. AL/

Since the start of 1987, Brazilian capacity has again increased sharply
and data provided by Brazilian producers show planned increases in
production. 4/ The respondents maintain that most of the increase will be
allocated to sales in the home market and third-country markets. We question
these projections.

Other than providing a projection for increased truck production in
1987, 43/ respondents provided no information to substantiate their claims
of increased home market sales in 1987. In fact, in discussing the condition
of the Brazilian market at the hearing, they stated that any attempt to

forecast events in the Brazilian market "is a matter of sheer

speculation." 44/ Further, as press reports make clear, Brazil is currently

40/ 1d.
41/ 1d.

42/ 1d. :

43/ Respondents' Prehearing Brief at 23.
44/ Tr. at 105.

11
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embarked on austerity measures that will result in "cooling" the domestic
economy, particularly the automotive segment.-ﬂi

With regard to sales to third-country markets, the projected increases
from 1986 to 1987 are again quite substantial, several times greater than
Brazil's exports to those third-country markets in either 1985 or 1986. 1In
the case of one such market, respondents project that where theyvhad no sales
prior to 1987, they will have amounts at least equivalent to sales in the
United States. a6/ Moreover, that market has established producers for
tubeless SDWs, A1/ so that Brazil will face the difficulties of a new
entrant.

We conclude that there will be substantial excess productive capacity
available in Brazil to generate exports to the United States. Because there
is little likelihood of significant increases in exports to third countries
and in sales to the home market, the United States remains the primary market
for Brazilian production. We conclude that levels of exports to the United
States will increase either in absolute terms or relative to apparent domestic

48/
consumption. 48

We next considered the price effects of the LTFV imports from Brazil. In
accordance with the statute, we examined the pricing history of the imports
from Brazil and assessed the likelihood that in the foreseeable future the

imports will be at price suppressing or price depressing levels.

45/ Petitioners' Posthearing Brief at Appendix 4.

46/ The assertion is made very doubtful by other statements of the
respondents addressing such exports. Respondents' Posthearing Responses at 4.
47/ Report at A-35.

48/ Given the vulnerable condition of the U.S. industry, it is not necessary
for there to be an increase in the absolute volume of imports for injury to
occur.

12
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The extensive price data gathered by the Commission show that the imports
from Brazil consistently undersold Y/ domestic tubeless SDWs for
predominant sizes of tubeless SDWs in both the OEMs market 20/ and the
distributor market. 31/ In fact, in almost every instance in which a
comparison is available, the Brazilian imports undersold the domgstic
product. The data of record is that price is one of the primary purchasing
52/

considerations and the margins of underselling were significant.

Moreover, prices for both the domestic and the imported product from Brazil
have tended to decrease since approximately the second quafter of 1985. 23/
There is no evidence of record to suggest that the pricing patterns of
Brazilian imports will be any different in the foreseeable future. In fact,
because they are now an accepted and integral part of‘the market, each dollar

of underselling will be more significant in terms of price leadership, price

suppression, and price depression.

49/ Vice Chairman Brunsdale believes that evidence of underselling is not
ordinarily probative on the issue of whether imports are a cause of material
injury or threat thereof to a domestic industry. See Top-of-the-Stove
Stainless Steel Cooking Ware from the Republic of Korea and Taiwan, Invs. Nos.
701-TA-267-268 (Final) and 731-TA-304-305 (Final), USITC Pub. 1936 at 24, n.22
(1987) (Dissenting Views of Vice Chairman Anne E. Brunsdale and Commissioner
Paula Stern). The Vice Chairman does not join her colleagues in the
discussion in this paragraph.

50/ Report at Tables 24-25 and 28-29.

51/ Id. at Tables 26-27 and 30-33.

52/ 1d. at A-57.

53/ We note that a number of factors influenced the decline in prices in the
various U.S. market segments. First, part of the decline reflected the end of
price premiums apparently paid by customers during the period of severest
shortage. Second, imports from Japan were priced below imports from Brazil
and may have led prices down. Report at Tables 32-33. However, their price
role is significantly clouded because of structural defects in some of the
Japanese wheels, leading to a partial recall of those wheels by the U.S.
Department of Transportation and also apparently leading to "liquidation sale"
prices of some Japanese wheels.

13
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Accordingly, we conclude that the domestic industry is threatened with
material injury by reason of LTFV imports from Brazil of tubeless steel disc
wheels. 24/

Finally, there is no evidence of record that the Brazilian imports would
have caused maﬁerial injury but for the suspension of liquidation of entries
of tubeless SDWs as a result of Commerce's preliminary affirmative
determination. 23/ The statute_requires that when the Commission makes a
final affirmative determination on the basis of threat, it also make a finding
on this issue. 26/ Accordingly, we conclude that there would not have been
material injurybio this industry but for the suspension of liquidation of

entries.

34/ Vice Chairman Brunsdale believes that the magnitude of the dumping margin
is one factor, among others, that may be considered in determining whether
LIFV imports are a cause of material injury or threat thereof. The
weighted-average dumping margin in this case is 17.99 percent. Report at
A-2. This margin is sufficiently large to support an affirmative
determination in this investigation. The recent opinion of the Court of
International Trade in Hyundai Pipe Co., Ltd. v. U.S. International Trade
Commission, Slip Op. 87-18 (Feb. 23, 1987), makes clear that it is appropriate
for the Commission to consider the magnitude of the subsidy or dumping margin
in assessing causation. Indeed, there is substantial support in the
legislative history for the proposition that the Commission should consider
the subsidy or dumping margin in every case, The House Report to the Trade
Act of 1979 states: “for one type of product, price may be the key factor in
determining the amount of sales elasticity, and a small price differential
resulting from the amount of the subsidy or the margin of dumping can be
decisive; in others the margin may be of lesser significance.” H.R. Rep. No.
317, 96th Cong., lst Sess. 47 (1979) (emphasis added). The Senate Report
contains almost identical language. S. Rep. No. 249, 96th Cong., 1lst Sess. 88
(1979). See also H.R. Rep. No. 317 at 55; S. Rep. No. 249 at 57-58.

55/ 51 Fed. Reg. 46904 (Dec. 29, 1986).

56/ 19 U.S.C. § 1673d(b)(4)(B).
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VIEWS OF CHAIRMAN LIEBELER

Inv. No. 731-TA-335

- Tubeless Steel Disc Wheels From Brazil (Final)

I determine that an industry in the United States is
not materially injured, or threatened with material
injury, by reason of imports of tubeless steel disc wheels
(SDWs) from ﬁrazil which the Department of Commerce has

_ : 1
determined are being sold at less than fair value. I

concur with the majority in its discussion of like

product,'domestic industry, and condition of the industry.

Material Injury by Reason of Imports

In order for a domestic industry to prevail in a
final investigation, the Commission must determine that

the dumped or subsidized imports cause or threaten to

1

As the domestic industry producing steel disc wheels
is well established, material retardation is not an
issue in this investigation, and will not be discussed
further.

15
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cause material injury to the domestic industry producing

the like product. First, the Commission must determine
whether the domestic industry producing the like product
is materially injured or is threatened with material
injury. Second, the Commission must determine whether any
injury or threat thereof is by reason of the dumped or
subsidized imports. Only if the Commission answers both
questions in the affirmative} will it make an affirmative

determination in the investigation.

Before analyzing the data, however, the first
question is whether the statute is clear or whether one
must resort to the legisiative history iﬁ order to
interpret the relevant sectlons of the antldumplng law.
The accepted rule of statutory constructlon is that a
statute, clear and unambiguous on its face, need not and
cannot be interpreted usiag eecendarytsources. Oonly
statutes that are of doubtful meaning are subject_te such

2
statutory interpretation.

The statutory language used for both parts of the

two-part analysis is ambiguous. “”Material injury” is

2

C. Sands, Sutherland Statutory Construction, § 45.02
(4th ed. 1985).

16
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defined as ”harm which is not inconsequential, immaterial,

3 . D e .
or unimportant.” This deflnltlon leaves unclear what

is meant by harm. As for the causatlon test ”by reason
of” lends itself to no easy 1nterpretatlon, and has been
the subject of much debate by past and present N »
commissioners. Clearly, well—lnformed persons ‘may dlffer
as to the 1nterpretatlon of the causatlon and materlal
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 additional’ foreign
supply will always make the domestlc 1ndustry worse off.

Any time a foreign producer exports products to the United

States, the increase in supply, ceterls parlbus,vmust
result 1n a lower prlce of the product than would n
otherw1se prevall. If a downward effect on prlce,
accompanled by a Department of Commerce dumplng or sub51dy
finding and a Comm1s51on flndlng that flnanclal indicators
were down were all that were required for an affirmative

determination, there would be no need to inquire further

into causation.

3
19 U.S.C. § 1977(7) (A) (1980).

17
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But the legislative history shows that the mere
presence of LTFV'imports is not sufficient to establish
causation. 1In the legislative history to the Trade
Agreements Acts of 1979, Congress stated:

[T]hé ITC will consider ihformation which v
indicates that harm is caused by factors other
than the less-than-fair-value import‘é.—4
The Finance Committee emphasized the need for ah
exhaustive éausation analysis, stating, ”“the Commission
must satisfy itselfvthat, in light of all the information

presented, there is a sufficient causal link between the

. _ : 5.
less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknowledged that the
causation analysis would not be easy: ”The detérmination '
of the ITC with respect to causation, is under current

law, and will be, under section 735, compléx and

4
Report on the Trade Agreements Act of 1979, S. Rep.
No. 249, 96th Cong. 1lst Sess. 75 (1979).

Id.
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. . 6
difficult, and is matter for the judgment of the ITC.”
Since the doméstic industry is no doubt worse off by the
presence of any imports (whether LTFV or fairly traded)
and Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission

must delve further to find what condition Congress has

attempted to remedy.

In the legislative history to the 1974 Act, the Sehate

Finance Committee stated:

This Act is not a ’protectionist’ statute

designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports

from unfair price discrimination practices. * * *

The Antidumping Act is designed to discourage and

prevent foreign suppliers from using unfair price

discrimination practices to the detriment of a

7
United States industry.

Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm
results theréfrom:

(Tlhe Antidumping Act does not proscribe
transactions which involve selling an imported

Id.

7 ‘ .
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.
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product at a price which is not lower than that
needed to make the product competitive in the
U.S. market, even though the price of the
imported product is lower than its home market
8

price.

This ”difficult and complex” judgment by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most important assumptions
of traditional microeconomic theory is that firms attempt

9
to maximize profits. Congress was obviously familiar

with the economist's tools: ”[I]mporters as prudent

businessmen dealing fairly would be interested in

maximizing profits by selling at prices as high as the
‘ 10

U.S. market would bear.”

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion. In accord with economic theory and the

legislative history, foreign firms should be presumed to

Id.

9

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

10 ‘
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.

20
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behave rationally. . Therefore, if the factual setting in

which the unfair imports occur does not support any gain
to be had by unfair price discrimination, it is reasonable
to conclude that any injury or threat of 1njury to the

domestic 1ndustry is- not "by reason of” such imports.

In many casesaunfair price discrimination by a
competitor would be irrational. 1In general, it is not
rational to charge a price below that'necessary to sell
one’s product. . In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its prlce in the future. To move from a p051tlon where
the firm has no market power to a p051tlon where the firm
has such power, the firm may lower 1ts price below that
which is necessary to meet competition. It is this ‘
condltlon which Congress must have meant when it charged
us ”to discourage and prevent foreign suppliers from using
unfair price discrimination practices to the'detriment of

11
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

11
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.
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an affirmative finding under the law interpreted in light

. : . 12
of the cited legislative history.

The stronger the evidence of the following . . ..
the more likely that an affirmative detérmination
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
: 13

elasticity of supply of other imports).
The statute requires the Commission to examine the volume -
of imports, the effect of imports on prices, and the

. 14
general impact of imports on domestic producers. The

legislative history provides some guidance:for applying
these criteria. The factors incorporate both ﬁhé
statutory criteria and the guidance provided by the
legislative history. Each‘of these factors is evaluated

in turn.

12 | |
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at

11-19 (1985) (Additional Views of Vice Chairman
Liebeler).

13
Id. at 16.

14 ' ' »
19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).

22
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Causation analysis

" Examining import penetration data is relevant because
unfair price diecrimination has as its goal, and-cannot
take place in the absence of, market power. Imports of

SDWs from Brazil began in 1984. Bra2111an 1mports of SDWs

as a percentage of U.S. consumption 1ncreased from 1984 to

1985, but then declined in 1986. In 1986 although the
Brazilian share of the U.S. SDW market was greater than
2.5 percent, it still remalned very small, whether

v 15
measured in value or quantity terms. Thus, imports

from Brazil account for a small and shrinking market
share. The first indicator suggests that unfair price

discrimination conditions are not likely to exist.

The second factor is a high margin of dumping or

subsidy. The higher the margin, ceteris paribus, the more

likely it is that the product is being sold below the -

15
Report at Table 19.
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competitive price and the more likely it is that the
domestic producers will be adversely affected. The
Department of Commerce has calculated the percentage
margin for manufacturer Borlem to be 15.25 percent, and
for manufacturer FNV to be 19.93 percent. The overall
weighted average is 17.99 percent. These margins are

moderate and dovnbt strongly suggest the presence of

unfair price discrimination.

The_third factor is the homogeneity of the products.
The more homogeneous the products, the greater will be the
effect of any allegedly unfair practice on domestic
producers of the like product. Relatively minor
differences exist between Brazilian and U.S. SDWs with
respect to variety and weight.17 There are, however,
some significant non-price differences between U.S. and
Brazilian SDWs. For example, U.S. SDWs are available on a
much shorter lead time. 1In addition, there has been some

reluctance by U.S. purchasers to purchase Brazilian SDWs

because of concerns regarding the extent to which agents

16
See text accompanying note 7, supra.

17
Report, at A-3 & 4.
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representing Brazilian wheels carry insurance against

liability suits. There has also been concern regarding
the ability of purchasers to sue Brazilian producers for

18 _ ‘
damages. I thus find that the domestic and imported

products are substitutes, though they are not perfect

substitutes.

As. to the fourth factor, evidence of declihing '

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share. Prices reported by domestic producers were
at their highest levels in late 1984 and early 1985, and
have fallen somewhat since then. The steepest decline in
prices generally occurred in the first quarter of 1986.
Since then, the rate of price decline has slowed
considerably, with prices in the distributor market, in
particular, being quite stable.19 It is in the
distributor market where Brazilian SDWs by far have their

20
greatest market share.

18

Report, at a-58.
19

As the actual figures are confidential, I provide
only the trends. Report, at A-50 and A-52.

20
Report, at A-39.

25



26

Prices for SDWs over the past few years have been
strongly impacted by factors affecting demarnd. In 1982,
Congress enacted leglslatlon whlch changed the maximum
allowable dlmen51ons of trailers from 8 ft. by 42 ft., to
8.5 ft. by 48 ft.. The resulting rush of trailer orders
and wheel purchases helped to make 1984 a peak year for

21
heavy truck wheel demand. The rise in SDW prices in

late 1984 and early 1985, and their subsequent decline in
late 1985/early 1986 was thus at least partially impacted

by this and other related factors affecting product demand.

. In sum, the price of SDWs did decline fairly sharply
at the end of 1985/beginning of 1986, but the price,
particularly in the distributor market, has been fairly
stable since then. These price data are, at best,
inconclusive regarding evidence of unfair price
discrimination. Hence, recent price declines are at least
partially attributable to recent declines from earlier

peak levels of demand.

21 L
Report, at A-15.
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The fifth factor in the five factor test is barriers

to entry (foreign supply elastictity).. If there are
barriers to entry (or low foreign elasticity of supply) it
is more likelyﬁthatialproducer can gain market power.

In 1986 the principallsource of imported SDWs to the
United States’was Canada. Canada supplied over

one-quarter of apparent U.S. consumption (and the .

majority_cg all imports). Japan was second in. importance,

although acccunting fcr much less of apparent total U.S.
consumption than imports from Canada, followed by Brazil .
and West Gerﬁany with even lower levels of import

22 '
penetration. The trends are similar if total value
of imports numbers are examined.23 This factor
indicates that there are not likely barriers tc entry to

imports from countries not subject to investigation.

These factors must be balanced in each case to reach

a sound determlnatlon.‘ As noted earller, however, market
share plays a key role in determlnlng whether unfalr price

dsicrimination could be occurring. In this case, the

22 ’
Report, at Table 22.
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market penetration figures indicate that what we are

observing is not related to unfair price discrimination.
The goal of unfair price discrimination is to take away
market share. In this investigation, market share has
remained small and has in fact decreased. The low import
penetration rate of Brazilian SDWs and evidence indicating
the existence of high elasticity of foreign supply,.
coupled with available price and dumping margin data
provide no indication of material injury by reason of

dumped imports of SDWs from Brazil.

Threat of material injury

Prior to 1984 Brazil did not produce SDWs.
Productive capacity, however, more than tripled from 1984
to 1986. For 1987, Brazilian capacity is projected to be

24
even higher. Capacity utilization, though, has varied

24
Report, at A-34.
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‘ 25 ,
considerably in recent years. In addition, home
market sales have been consistently increésing. Indeed,
hdme market saleg,ovarazilian SDWs are expected to
approximgtely:quadruple between 1985 and 1987.26 At the
same time{,Brazilian SDW exports to countries other than
the U.S. have been increasing significantly. While in
1984 Brazilian exports to the United States constituted a
majority of total sales, by 1987 Brazilian SDW exports to
the United States are projected to constitute a clear
minority of total sales. Brazilian SDW exports to third
countries, thgugh,_are,‘in 1987, expected to constitute a

27
significant portion of total sales. '

Thﬁé, while Brazilian SDW capacity has been
increasing, it is being increasingly_absorbed in the home
market and in foreign nations other than the United
States. 1Indeed, the percent of Brazilian SDW production
being exported to the United States has been consistently

decreasing. These factors, coupled with continued

25
Report, at Table 19.
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28
instability in U.S./Brazil exchange rates (and
concomitant ﬁnce;tainty on the part of Brazilian producers
contemplating exports to the United States), lead me to
conclude that there is no imminent threat of material

injury to the domestic industry due to dumped imports of

tubeless steel disc wheels from Brazil.

Conclusion

Therefore, I conclude that an industry in the United
States is not materially injured or threatened with
material injury by reason of dumped imports of tubeless

steel disc wheel drives from Brazil.

28
Report, A-63 to 65.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On May 23, 1986, a petition was filed with the U.S. International Trade

* Commission and the U.S. Department of Commerce by counsel for the Budd Co.,
Wheel & Brake Division, Farmington Hills, MI. The petition alleged that an
industry in the United States is materially injured and threatened with
material injury by reason of imports from Brazil of tubeless steel disc
wheels, 1/ provided for in item 692.32 of the Tariff Schedules of the United
States (TSUS), which are being, or are likely to be, sold in the United States
at less than fair value (LTFV).

Accordingly, on May 23, 1986, the Commission instituted investigation No.
731-TA-335 (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 is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of imports from Brazil of tubeless steel disc
wheels that were allegedly sold at LTFV. On July 7, 1986, the Commission
determined that there was a reasonable indication that an industry in the
United States is materially injured by reason of such imports.

On December 29, 1986, Commerce published notice in the Federal Register
(51 F.R. 46904) of its preliminary determination that tubeless steel disc
wheels from Brazil are being, or are likely to be, sold in the United States
at LTFV. Accordingly, effective December 29, 1986, the Commission instituted
investigation No. 731-TA-335 (Final) to determine whether an industry in the
United States is materially injured, or is threatened with material injury,
or the establishment of an industry is materially retarded, by reason of
imports of such merchandise. Notice of the institution of the Commission’s
final investigation and of a public 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 of January 22, 1987 (52 F.R. 2461). 2/

On March 20, 1987, Commerce published in the Federal Register
(52 F.R. 8947) a notice of its final determination that imports of tubeless
steel disc wheels from Brazil are being, or are likely to be, sold in the
United States at LTFV. 3/ The Commission’s public hearing held in connection
with this investigation took place in Washington, DC, on March 24, 1987. 4/
The briefing and vote was held on April 21, 1987. The deadline for notifying
Commerce of the Commission’s determination is April 27, 1987.

Tubeless steel disc wheels have not been the subject of any previous
statutory investigation by the Commission.

1/ Such wheels are designed to be mounted with pneumatic tires, have a rim
diameter of 22.5 inches or greater, and are suitable for use on class 6, 7,
and 8 trucks, including tractors, and for use on semi-trailers and buses.

2/ A copy of the Commission’s Federal Register notice is presented in app. A.
3/ A copy of Commerce’s Federal Register notice is presented in app. A.
4/ A list of witnesses appearing at the hearing are presented in app. B.
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Nature and Extent of Sales at LTFV

On March 20, 1987, the Department of Commerce published notice of its
final determination that tubeless steel disc wheels from Brazil are being, or
are likely to be, sold in the United States at LTFV. Commerce made fair value
comparisons on sales of the class or kind of merchandise to the United States
during the period December 1, 1985, through May 31, 1986. In making its
affirmative final decision of sales at LTFV, Commerce compared the U.S.
purchase price and foreign market value, which was based on home market prices
or constructed value of the merchandise. ‘

The weighted-average margins (in percent ad valorem) and the quantity and
value of sales at LTFV (in percent) 1/ calculated by Commerce are as follows:

Sales at LTFV

Manufacturer Margin Quantity Value
Borlem............. 15.25 Jedede Jedede
FNV........coevn 19.93 ekeke Fdeke
All others 1/...... 17.99 dekke Fedede

1/ Weighted-averages based on sales by Borlem and FNV.

The Product

Description and uses

The tubeless steel disc wheels subject to this investigation are used on
medium- and heavy-duty trucks (classes 6, 7, and 8), including tractors, and
on semi-trailers and buses. 2/ Tubeless steel disc wheels consist of a steel
disc and a steel rim welded to form a single unit. The steel disc component
performs a dual function, both centering the rim about the axle and attaching
the rim to the axle. Once assembled into a steel disc wheel, neither the rim
nor the disc can be replaced separately. Tubeless steel disc wheels are
widely used on highway vehicles that run for long mileage with tubeless radial
tires that, because of their lower rolling resistance, contribute to greater
fuel economy and longer tread life. 3/ The subject wheels account for a
growing share of consumption of wheels for medium- and heavy-duty
trucks--presently about 46 percent, and are expected to grow to 60 percent of
total truck and trailer wheel and rim demand by 1990. 4/ The cost of the

1/ The range of LTFV margins on the individual sales examined by Commerce is
not available.

2/ The Motor Vehicle Manufacturers Association of the United States, Inc.,
classifies trucks by gross vehicle weight as follows:

Class 6....... 19,501 to 26,000 pounds
Class 7....... 26,001 to 33,000 pounds
Class 8....... exceed 33,000 pounds.

3/ Transcript of the staff conference, P. 45.
4/ Transcript of the hearing (TR), p. 30.
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subject wheels accounts for approximately 1 percent or less of the total cost
of medium- or heavy-duty trucks and about 5 percent of the cost of trailers. 1/

Types of mounting.--Testimony of purchasers of tubeless steel disc wheels
noted that certain new technologies have gained ground in the marketplace and
are not comparable with current imports of the subject wheels from Brazil,
i.e., the hub-piloted wheels of Budd and Motor Wheel. 2/ Petitioners reported
that the hub-piloted wheel is not a ”new” technology, but is a European wheel
configuration that is currently manufactured by Brazilian producers and
exported to the United States, 3/ and has recently been designed and
manufactured by U.S. producers for the U.S. market. 4/

A tubeless steel disc wheel may be either stud-piloted or hub-piloted in
its mounting configuration. There are certain physical differences between
the hub-piloted wheel and the stud-piloted wheel: the hub-piloted wheel has a
smaller center hole diameter and lacks ball seated stud holes. In addition,
after a vehicle has been manufactured, a hub-piloted wheel cannot be used
interchangeably with a stud-piloted wheel in replacement without conversion of
the hub and stud mount assembly. 5/

Data on U.S. producers’ (Budd and Motor Wheel) production and shipments
of hub-piloted tubeless steel disc wheels are presented in table 1. U.S.
producers’ domestic shipments of tubeless steel disc wheels with the hub-pilot
mount accounted for ¥*** percent of their total domestic shipments of the
subject product in 1983, rose to *#* percent in 1984, continued to rise to ¥¥¥
percent in 1985, and to *** percent in 1986. ¥¥%. 6/

Differences in nominal dimensions.--Certain differences between the U.S.
product and the Brazilian product with respect to variety and weight have been
noted during this investigation. Testimony from a U.S. purchaser asserts that
until September 1985 buyers of Brazilian wheels had to purchase truckload lots
by choosing 432 pieces from only two part numbers (the 22.5-inch or the
24.5-inch wheel). 7/ In September 1985, Borlem went to four part numbers:

1/ Estimated figures provided by the petitioner include: (TR, p. 54)

Wheel cost/

Vehicle cost # Wheels Wheel cost vehicle cost
Class 6-7 truck.. $36,000 6 @ $60= $360 1.0%
Class 8 truck.... 100,000 10 @ 60= <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>