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‘ UNITED STATES .INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 931-1a-390 (Prelimlnary)

DIGITAL READOUT SYSTEMS AND SUBASSEMBLIES THEREOF FROM JAPAN

. Determination

On the bgsis“pf;the gggp:dJ;/ developed in the:.subject iﬁvéétigation, the
Commission determines, 2/.pursuant to sectidn 733(a) of,thefTériff Act of 1930
‘(19'y!s.g, § 1673b(a)), that there is a.reasonable indication that an industry
in the UnitngStates"is materiqliy injured—by reason -of ‘imports from Japan of
d1g1ta1 readout systems and subassemblies:thereof, '3/ provided for in item
710. 80 of the Iarlff Schedules .of the United States,. 4/ that are alleged to be

sold in the Unlted States at less than fajr value (LTFV).

Background

On March 28, 1988, a petition was filed with the Commission and the
Department of Commerce by Anilam Electronics Corp., Miami, FL, alleging that

an industry in the United States is materially injured and threatened with

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/ Commissioners Eckes, Lodwick, and Rohr determine that an industry in the
"United States is not materially injured or threatened with material injury,
and the establishment of an industry in the United States is not materially
retarded, by reason of imports from Japan of digital readout systems and
subassemblies thereof, provided for in item 710.80 of the Tariff Schedules of
the United States, that are alleged to be sold in the United States at less
than fair value.

3/ Digital readout (DRO) systems subject to this investigation provide linear
or rotational displacement information for high precision industrial equipment
such as metalworking machine tools. The scope of the investigation covers DRO °
systems, whether assembled or unassembled. An unassembled DRO system would
include a console and a transducer (glass scale, magnetic, and rotary encoder
but not laser) destined for use in a DRO system and imported into the United

. States for assembly and sale as a DRO system. The scope of investigation also
covers subassemblies and parts thereof. Subassemblies and parts thereof
include consoles and parts of consoles destined for use in DRO systems.

4/ DRO systems and subassemblies thereof are curréently also provided for in
subheadlng 9031 80.00 -of the Harmonized Tariff Schedule of the United States



material injury hf reasen of'LTFV imperts of digital readout systems and
_'subassemblies thereof from Japan Accordingly, effective March 28, 1988, the
Commission instituted preliminary antidumping investigation No. 731-TA-390 -
(Preliminary). =

‘ Notjice of the institution.of the Commission’s investigation 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 April 4 1988 (53 F, R. 10953). The conference was held in
1 Washington, DC; on April 20 1988 _and- all persons who requested the .

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN SUSAN LIEBELER, VICE CHAIRMAN ANNE E.BRUNSDALE,
AND COMMISSIONER RONALD A. CASS

Digital Readout Systems and Subassemblies Thereof from Japan
" Inv. No. 731-TA-390 (Preliminary)

May 12, 1988

We determine that there is a reasonable indication that an
industry in the United States is materially injured by reason of
imports of digitai readout systems and_subassemblies thereof from
o Japan‘that allegedly hate been sold at less than fair value (LTFV).
This determinationareflects the lower standard used by the
Commission, and approved by the cOurts, in preliminary
1nvest1gations 1/ Under this standard, the cOmm1s51on has made an
affirmative.preliminary determination unless persuaded both that the
record gathered in the preliminary investigation contains clear and
conv1n01ng ev1dence that material 1njury to the domestic 1ndustry
has not been caused or threatened by LTFV 1mports and that the
further ev1dence that would be gathered in a final investigation
would not be 1ike1y to support a contrary determination. We .
| determine that, on the facts of this case, the standard of

reasonable indication of material injury has been satisfied.

I. Like Product and Domestic Industry

The Commission must assess the effects of LTFV imports on the

industry in the United States defined in the Tariff Act of 1979 as

1/ American Lamb Co. v. United States, 785 F.2d 994 (Fed. Cir. 1986).
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comprised of "the domestic producers as a whole of a like product,
~or those producers whose: collectlve output of the like product

L ey

constitutes a major portlon of the total domestlc productlon of that
product. "_/ The term "11ke product"lls in turn deflned as "a
4product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an
1nvestigatlon."_/ - ' o - |

These deflnltlons,'whlle not terrlbly 1nstruct1ve;.were
intended to codify the Commlsslon s general approach to‘
circumscribing the bounds of an lhvestioation'_/ The Commission's
general approach has been to 1dent1fy the products most plainly
affected by ‘the 1nvest1gation and then to deflne the relevant
domestlc industry as the producers of those products. The |
Comm1551on beglns with the deflnltlon of the 1mports subject to
’investlgatlon_/ and then examines the domestlcally produced products
that arguably are "llke" the 1mports. "In making th1s "llke product"
determlnatlon, the Commlss1on tradltlonally cons1ders f1ve factors.
(1) phy51ca1 characterlstlcs and uses, (2) 1nterchangeabi11ty, (3)
channels of distribution} (4) custoner perceptlons of the artlcles,
and (5) common manufacturlng equlpment faCllltleS, and productlon ‘

oy

employees. In addltlon, although 1t has not exp11c1t1y 1ncorporated

it into the like product test, the Commission has frequently

2/ 19 U.Ss.C. 1677(4). - . - Ce e S .
3/ 19 U.S.C. 1677(10).

4/ H. Rep. No. 4537, 96th Cong., 1lst Sess. 83 (1979). ,

5/ The scope of the imports subject to the 1nvest1gatlon is
determined by the Department of Commerce. 19 U.S.C. 1673a.
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considered the similarity (or dissimilarity) of prices for impb;ts
and potential like domestic products.6/ -

It has been said that the like-préductbrequirement may hot be
"interpreted in such a narrow fashion as to permit minor differences
in physiéal characteristics and uses to lead to the conclusion that
“the products are not like each other." The purpose of the
Commission's inquiry is to identify the producers whose goods are
most clearly coﬁpetitive with, and therefore most likely to be:
adversely affected by, dumped imports. The Commission's like "
product determination must focus on distinctions between products
that have economic conseqﬁences, and must be rooted inUattenfion to
the nature of the markets for closely competing ihported aﬂa
‘domestic products.7/

The inquiry, framed in terms of the five factors traditionally
identified by the Commission, seeks to evaluate overlappingtmarkété
in which different products compete. The Commission separates the
subject imports and competing domestic products into different
categories of "like products" when the markets in which they compete
differ significantly. Nonetheless, because the Commission is not

always able to define product classes in ways that are fully

congruént with actual markets, the Commission has focused on the.

6/ See, e.dg., Stainless Steel Pipe and Tube from Sweden, Inv. No.
731-TA-354 (Final), USITC Pub. 2033 at 5 and n. 11 (November 1987);
Certain Seamless Steel Pipe and Tubes from Japan, Inv. No. 731-TA-87
(Final), USITC Pub. 1347 at 6 (February 1983); Certain Bimetallic
Cylinders from Japan, Inv. No. 731-TA-383 (Prellmlnary), USITC Pub
2017 at 7 (March 1987).

7/ Id; See also Certain All-Terrain Vehlcles from Japan; Inv. No.
731-TA-388 (Preliminary), USITC Pub. 2071 (March 1988) (Additional
Views of Chairman Liebeler and Vice Chairman Brunsdale).
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presence of qlear diﬁiding lines among products;8/ and in the -
absénée bf such clear lines, the Commission generally resists
drawing distinctions among various products.

In this investigation, the imported product subject to

' investigation is digital readout systems (bROs) and subassemblies
‘ thereof from Japan. A DRO is a device that measures and displays
data on linear or'rqtational displacement, in high precision '
ipdustfial equipment, primarily machine tools such as milling
machines; lathes, and boring mills. Each DRO consists of one
_transducer for each axis of linear or rotational displacement to be
measured and an electronic console that displays the information
'gathered by the transducers. The transducer is connected to a
moving part of the subject machine tool. When the part moves, the
'transduber pfoduces a signal proportional to the length or rotation °’
being measured. That signal is fed into the electronic console ¢
" which decodes it and displays a corresponding readout. These
systems_provide a means of accurately meaSuring displaéement and
- rotational quantities in a manner that is easier to read than
' non-digital (analog) gauges. . .

- The parties in this investigation have proposed various like-
product definitions. Petitioner urges the Commission to find one
like prodgct, cdnsisting of all DROs and subassemblies thereof,

- including consoles and transducers.9/ Respondent Futaba argues for

8/ E.d., Operators for Jalousie and Awning Windows from El1 Salvador,
Invs. Nos. 701-TA-272 and 731-TA-319 (Final), USITC Pub. 1934
(January 1987) at 4, n. 4. '

9/ Petitioners would exclude laser DRO's. See, infra.
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two like products: "measuriné devices" (wvhich inclu¢e transducers),
and "control devices" (which include consoles and computerized -
numerical controls (CNCs)). Respondents Mitutoyo, Sony, and Sokki
argue for four iike products: gléss-scale transducefs, magnétié
transducers, consoles for use with glaés-séale transduéers, and
consoles for use with magnetic transducers. ‘

For the reasons given below, welcdnclude for purposes of this
preliminary investigation that there are three like products -—
DROs, transducers used in DRO systenms, and ‘consoles used in DRO
systems -- and, consequently, three domestic industries conéisting
‘'of the domestic producers of those products. In doing so we have
concluded that the imﬁediate effects of dumped imports can bé ‘
thoroughly éssessed only if fhé effects are examined from the
perspective of the markets in which the finished products and their
principal components are traded. We éﬁphasize'that the. like-product
issues posed by this investigatioﬁ are both difficult and unusual,
and they should be carefully reconsidered in the Commission's final
investigation.10/ At bottom we are convinced for purposes of this
investigation that these three, overlappihg, industries best
describe, within the intent of the statutory framework, the domestic

" producers most likely to be adversely affected by dumped imports.

10/ For example, there appear to be strong arguments in favor of
finding either one domestic industry defined with reference to one
like product and its principal component parts (the producers of
DROs and their principal component parts, transducers and consoles):;
or two domestic industries (the producers. of transducers on the one
hand, and the producers of consoles, on the other.)
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The argument in favor of a like product comprised of DROs and a
domestic industry comprised of producers of "finished" DROs is most -
forcefully advanced by Petitioner. Petitioner reasons that both
domestic and foreign firms sell consoles and transducers primarily
'as systems, not separately as distinct products. Further,
Petitioner maintains that the console and transducers used in a
given DRO are compatible only with each other and not with other .
consoles and transducers, without the intervention of a technician
unavailable to most end users.ll/ As we understand it, Petitioner
is arguing that imported DROs compete head-to-head with domestically
produced DROs; and that the principal DRO components compete head-
to-head with each other only to the extent that .they are essential
components of finished DRO systems that compete.head-to-head with
each other.

There is substantial evidence in support of Petitioner's
argument. It is readily apparent that the domestic product most
similar to imported DROs, and hence most likely to be affected by
LTFV imports, is finished domestic DROs. ,Indeed,the,principal
component parts at issue in this investigation, consoles and..
transducers, together perform the essential functions of the DRO
system. The transducer measures the amount of displacement‘anﬁ the
console displays it. A DRO is "produced" when one or more.
transducers are connected by a cable to a console. No processing'of
either component is required in order to join these components, and

the cost of this "finishing" opérétion appears to be minimal. So

11/ Transcript of the conference (Tr.) at 112-113.
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far as we can tell, no significant value is added to-either’

' component by virtue of any :change to the}components'atrthis stgge;
“the value of the final product, the DRQ;‘is»essentially=the sum;of
the values of the two :components, plus ‘whatever small value is added
:isimply because the two components were combined.

Nonetheléss, although a finished DRO is simply-the combination
6: a conéole and one or -more transdudersy we are unable to conclude,
as Respondents have argued, that a DRO does ;ot exiét independent of
its separate parts. . Both domestic producers :and ‘importers sell:DROs
:as.assehbled systems. .Consoles designed for' use in DROs ‘are almost
always used in DROs, and most transdﬁcers designed for use in DROs
are also used in finished systems. - The ultimate customers for these
products c;nnot-substitute either.a transducer .or a console for- a
DRO system -- a DRO systeﬁ,has_tojbe substituted for'a DRO system.
Respondents' argument»ﬁhat:there,is no such thihg as a DRO. (bécause
- it is simplyAa-combination:ofvits_component parts) is something of a
semantic exaggeration;“.

From.an end user's perspective; a ‘domestically produced DRO-
-system is the product that is most interchangeablenwith?an impogted
DRO and that most fully performs the functions for. which an imported
DRO.systém.otherwise would\be purchased. When the ultimate customer
. considers the price advantage, if-any;.held by a LTFV DRO system, '
the customer is going.to do so in-comparison-to the price of 'a’
comparable alternative system. These facts lead us to conclude that
domestically produced DROs are "like" imported DROs within the

meaning of the controlling statutes. . - - e
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Whilé'we'have'cpnciudéd that domestically produced finished DRO
systeﬁs aré "like" the impbrts un&er investigation, we do not do so-
to the excluéion of finding that the tranSducers‘used in DRO systems
and the consoies used ih DRO systems are also "like" imported DRO
transducers and consoles. We conclude thaf transducers and consoles
are also separate "like"3products'in this inVéstigation because

several facts éuggest that it may be necessary to do so in order to

' assess accurately the impact of LTFV imports on the domestic

producers that actually "produce" DRO syétems.

First, as we noted above, a DRO system is comprised of little

. more than a console and one or more transducers. It appears that

| many if not all Rgquhdents import transducers and consoles

separately, not as assembled systems. Imports of the principal DRO
componénts, cohsoleé;ahd tranéducé:s, as separate units appear to be
expressly within_thé.scope of this inveétigétion.;g/

' Mofeover; while they~dre ultimately destined for incorporation

into DRO systemé; transduéers ahd'cqnsoles'appear to be purchased

_ énd stocked by at least some distributors as separate items.l3/
._A@parently it‘is_péssible for a distributor to combine consoles and

,transducers manufactured by different producers, although there are

practical disindentives to dding s0. Finally; transducers and

consoles are not combined into DRO. systems in fixed proportions (as

notéd,'there,éan be several transducers together with a single

.12/ Letter of clarification of scope of investigétion dated May 5,

1988, from Department of Commerce.

. 13/ Report at A-16-17.
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console); andvtransducers:areAsoldtfor uses other thanibROS.;A/,
Thése facts'suggestdthat; from the perspective'of some‘purchasers of
the imports under 1nvestigation, particularly the purchasers of
imported components, the domestic products most competitive w1th
and hence most "like" the 1mports, are the corresponding |
'domestically produced components. ' )

It appears that consoles and transducers‘may best be analyzed
as'separate "like" products from the-standpoint of domestic
- ‘producers as well. Consoles and transducershdiffer in their
essential production characteristics such as technology (electronic
versus electric or magnetic), subcomponents (circuit board versus
‘scale and reading head), and production 11nes-;_/ Indeed during
:'the course of this 1nvest1gation staff found that aggregate DRO
production data’ could be best derived by looking separately at data
for console and transducer production. These facts suggest that
from the perspective of domestic DRO producers, the best way to
assess the immediate 1mpact of dumped imports is by considering
their impact on the separate production of each of the pr1nc1pa1 DRO
components. o '

Various arguments have been raised concerning possible
"distlnctions among types of consoles. It appears that consoles
Odiffer princ1pa11y only in the’ complexity of their digital

manipulation'capabilities.'Consoles share with each other the #:-

principal task of decoding and displaying transducer -data.l6/ From

s T

14/ Report at A-2 and A-3.
15/ Postconference brief of respondent Mitutoyo at 8.
16/ Report at A-3-4.
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the standpoint of both producers and consumers of DROs, the
alternative to a particular console, no matter how fancy or simhle,3

is another console.’ For this reason we decline to find at this tine'
that different types of consoles are different like products,
although this issue should be revisited in the finallinvestigatiOn.

Respondent Futaba argues that the console like-product category
should include computerized numerical controls (CNés).;Z/ Futaba
urges that transducers used in DROs can also be used in CNCs, and
that CNCs are used for the same general purpose as DROs: precision '
measurement of displacement. As reflected in theirihigher price.-¥
generally ten times that of a DRO' -- CNCs are much more
sophisticated devices that measure the perfbrmanca of machine ‘tools
and also affect changes in the tools' performance to increase thein
efficiency.18/ A CNC must be programmed before it can operate,
necessitating the services of a programmer.l19/ It appears that
CNC-type consoles and DRO-type consoles are marketed through
different marketing channels and are used to control different '
machine tools. 1In short, it does not appear that CNCs are within
the group of devices that most compete with, and hence are most A
like, the imports subject to this investigation.’

Petitioner argues that the like product should include vision
readout systems (VROs), which one domestic producef, Acu-Rite, began

marketing in mid-1987. A VRO is similar to a DRO except that the

17/ Report at A-4.

18/ The CNC thus reduces the need for a machine attendant who ‘would
otherwise make adjustments manually. .

19/ Tr. at 114.
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console has a cathode fay tubé display’ instead of the liéﬁt-émitting
- diode display common to DROs. Petitioner Anilém’éféfZSkfhawaRoS
compete with DROs, but anothe¥ prodicer disagrees.20/ No persuasive
evidence has been offered’ that the“diffefeﬁée"betweénﬁﬁRbs;ahd VROs
is of economic significance. “We therefore determine that ﬁRo
consoles are within the consoles like product.” |

Respondent Sokki érgues~that magnétié:typélédnsoleé.shoﬁid not
be included in the same like product with ‘éonsoles linked to other
transducers since ‘the .consolés canndt be interchanged. Respondent
Sony states, however, that a magnetic-type cdﬁsole‘can?ﬁé ﬁééd'with
a non-magnetic transducer if an adapter”is ﬁse&.gg] Af this time we
do not distinguish magnetic-type cohsbles and ‘other ¢onsoles as
separate like prbductsrbecauSéﬂthe ev;déﬁbeﬁéuggesﬁsééhat the?two
types of consoles share the same géneral electronic Charactéfiétics
and the .same ‘general uses in displaying machine tool measurements.
However, this issue should be revisited :in the fiﬁél‘ihvéstigééion.
The parties in any such sinveéstigation are urgéd to éXﬁldfé the
degree to which‘magnetic'andindﬁ-madneti¢ devices in fact cdﬁbéte in
the same market and whether they are-a single like prodﬁcf}-wiﬁ

" Respondents Sony, Sokki, and Mitutdyo afgue for distinctidns

among types of transducers. "'Four main types of transdﬁcers ;re used
in DRO systems: (1) glass scalé&, ' (2) féékland'pihion,rki)'fétéfy

encoder, and- (4) magnetic.’ Gléss;5caie»t:énéduceréAaie the most

20/ Report at A-11.
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- common.. They employ a strip of glass imprinted with a
vacuum-deposited, chrome grating fixed in a housing, and are fitted -

* with a reading head incorporating light sources and photo

:“-detectors 21 / No party argues that domestic and imported glass-

hscale transducers are not like each other.

_Rotary,encoders and,rack-and-pinion transducers, which
incorporate'rotary encoders, differ from glass-scale transducers in
' their method of manufacture, but share with glass-scale transducers
the same’ uses, optical or mechanical means of functioning, and
relatively low cost.. There is no substantial evidence that would
jsuggest atlthis time that rotary encoders,'rack—and-pinion
transducers, and glass—scale;transducers do not all comprise a

single like product.v'We'are, hoﬁever, prepared to consider this

'4question anew in the final investigation.«

Respondents xitutoyo, Sony, and Sokki argue that magnetic
: tranSducers‘are not_like glass-scale transducers. They argue that
1’»magnetic'transducers:employ different technology (magnetic fields
rather than optical), are used in different applications where
higher resolution and. resistance to distortion by impurities in the
'fenvironment are required, and are much higher priced. Petitioner
'argues'that glass-scale and magnetic<transducers compete in large
-_fmachine tool applications, and notes that the U.S. Army has on
‘occasion accepted the equivalency of glass-scale and magnetic

transducers.gg/

21/ Postconferenoe Brief of Respondent Sokkl at 8; Tr. at 84.
22/ Tr. at 115. :
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. It appears . that the eVidence.presentlyvin the record on this
1ssue is ‘mixed.23/ = While the different types of transducersh
discussed above differ in. physical characteristics, they are all
used for tye same essentijal purpose and for that reason appear to
compete directly with each.other. There ie insufficient -evidence to
conclude at this time that their uses are so different that
customers .and producers would perceive .them as materielly different
, prgdgcts,m We,_;hereforeﬁ-conclude;fer purposes of this preliminary
_inveetigat;op.;hat the various types-of transducers are all part og
the same like product. | ‘ ’

. Based on the feregeing, we'defermine_that~there are three like
products  --.DROs, traﬁsducers,ueed in DROs, .and consoles used in
DROs -~ and three domestic industries, -consisting of the domestic
producers of those produets. -As we have noted, we will reexamine
. the variousrlike—productgissues.raised,in<this preliminary.

;inveepigetien should the case return,for,a.finallinvestigation.24/

23/ One domestic company, Farrand Systems (Farrand), produces a
magnetic~-type transducer under the trademark Inductosyn. This
transducer employs an excited rather than a permanent magnetic
field. The Inductosyn transducer differs from that produced by
Respondent Sony in that each is the subject of a different patent.
Sony states that ‘its transducers may be like Farrand's, noting .
. similarities" in resolution, accuracy, reliability, available
lengtlhis, . ‘analog capability, and customer perception. Farrand
states, however, that its products do not compete with imported
magnetic transducers. This view is also adopted by Respondent Sokki,
which states that its magnetic transducers differ from Inductosyn
products in princ1ples, materials, and applications. Farrand's and
Sony's transducers are higher in value than glass-scale transducers,
but both are used in applications requiring resistance to impurities.
24/ A relatively uncommon: type. of: transducer is the laser
transducer. Petltloner and Canon, which produces 1laser transducers
in Japan, state that such transducers should not be included in the
scope of the 1nvestigatlon and are not like other transducers in
(continued...)
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Each of the Respondents, with the exception of Canon, has
argued that Petitione¥ lacks standing to bring the petition in this
 investigation. Certain Respondents have argued that Petitioner
lacks standing because it supposedly does not produce certain -
~products -- e g., transducers or certain specific types of
' transducers -- and, in their view, the production .
of these products should be deemed to constitute the domestic
industry.25/ Since we have defined the domestic industries to
consist of the producers of DROs and their two principal components,
and since Petitioner manufactures and sells certain items within
those definitions, these arguments cannot be'sustained even if
properly raised to the Commission. Other Respondents have'asserted
that Petitioner lacks standing because it and the'other‘domestic’ |
producers that have formally supported its'petition allegedly do not
account for a majority or a ﬁmajor proportion“ of the domestic |
industry 26/ On the basis of the limited data on this subject that
'has thus far been presented to the Commission, we cannot say, for

the purposes of this preliminary investigation, that Petitioner:

24/(...continued) .

that laser transducers are built using entirely different
technology, for .a limited customer base.needing a resolution- 100
times as great as other transducers. The Department of Commerce has:
excluded laser transducers from the scope of their investigation.
Accordingly, we determine that laser transducers are not included in
the like product in this investigation.

25/ See Postconference brief of Respondent Sony at 23-26;
Postconference brief of Respondent Futaba at 3-5; Postconference
brief of Respondent Mitutoyo at 5-13; Postconference brief of
Respondent Sokki at 3-6. _

26/. See Postconference brief of Respondentxuitituyo at 1-4;
Postconference brief of Respondent Sokki at 3-6.
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lacks standing for this reason.  Accordingly, ‘even if this argument
is properly raised to the Commission, it must be rejected at this

stage of the investigation.

II. Reasonable Indication of Material Injury by Reason of LTFV

- Imports

'Decisional Framework -

Having defined the relevant domestic industries, the Commission must
then determine in a preliminary investigation whether there is a
reasonable indication, that those industries are experiencing or are
‘threatened w1th material injury by reason of allegedly LTFV- |
imports __/ Although the eVidentiary standard in preliminary

investigations differs from that in final investigations, the

- analysis of Ainjury by reason of LTFV imports is the same.

. Title VII .of the Tariff Act directs the CommiSSion to conSider
~sixteen enumerated factors in determining whether a domestic ’
industry is materially'injured by reason of imports at less than
fair value.gg/ fThe;factors specified in the statute indicate -
" Congress' intent'that the'commiSSion‘assess the effect of LTFV
imports on the economic vitality of the domestic industry and:aiso
suggest various factual inquiries that should facilitate that
assessment.

The statute does not specify the exact manner in which these

factors are to be organized into a coherent analySis of the

27/ Material retardation'is’not an ‘issue here.
28/ 19 U.S.C. 1677(7)(C) (ii), (iii).
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connection betweeanTFV imports and condition of the domestic
..industry.‘ Rather, this task is left to the Commission. It may well
. be that a single'analytical structure may not be-appropriate to all
cases -~ indeed, the analytical structure used in these views ie
chosen because it best fitslthe facts at issue here. 1In general the
factors given by the statute and the order in'ﬁhich they are listed
in the statute29/ suggest that our inquiry must focus on three areas

when we consider the causation of material injury.30/

" 29/ Title VII first describes the determination that the Department
of Commerce must make regarding the existence of the unfair trade
practice. Then Title VII describes the considerations that should
guide the Commission's determination respecting the existence of
material injury from unfairly traded imports, directing the
Commission to "consider, among other factors. ~--

" (i) the volume of imports of the merchandise which is the
subject of the investigation,

(ii) the effect of imports of that merchandise on prices in the

United states for like products, and :

"~ (iii) the impact of imports of such merchandise on domestic
producers of like products." 19 U.S.C. 1677(B).

30/ The aggregation of the sixteen statutory factors into three
areas does not suggest that only three of the factors have real
importance. The three areas comprehend all of the statutory
factors. Aggregation of the factors into three groups is not
intended to suggest that some factors are especially important and
others unimportant. The separation of the factors into groups
instead is simply a means of organizing the factors to facilitate
analysis. At the same time, it must be confessed that the
Commission has not always been able within the statutory time limits
on its investigations to gather information on all of the
statutorily listed factors and, therefore, cannot always rely on the
full panoply of considerations dictated by statute. For example,
the Commission's reports rarely contain significant information on
investment in the domestic industry, return on investment, or
ability to raise capital. By showing the relationships among the
statutory factors, the analytical structure followed here allows us
to assess the effects of imports with greater confidence even when
this sort of information pertinent to related factors is before the
Commission.
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"First, the‘Commission must examine voliumes and prices in thé
U.S. market for the‘subjectAimports. |

Second, the Commission must evaluate the manner in wh;ghfthe
sale of the éubject imports (ébmpéred'tOZQhat would have bb%ainéd in
the absence of unfairly traded imports) affects domestic prices and
domestic production of the like product. Third, thé'COmmissién“must
ekplore‘fhe manher iniwhich'LTFV'saieé have afféétéd the domestic

industry and assess the significance of such effects.31/

Alternatives: Comparative and Noncomparative Approaches

Ih each ofitﬁeéeiinquirieé’réspectiﬁg’the'effects of LTFV imports,
‘the Commission must compare the data we observe with an estimate of
what the data would have been in the absence of imports traded at
less than fair value. The daéa'éqntainéd in the record, .including
the Staff Report, in the transcript of the prehearing conference,
"and in submissions from the parties respecting the state of the
domestic’ industries over the period of investigation provide
informatién from which we can draw appropriate inferences for
analyzing the éffects of LTFV imports. It is not, however,. enough

for us simply to look to the trends sﬁggéstéd by those data.

31/ Whether the 1n3ury to the domestlc 1ndustry caused by the LTFV
imports rises to the level of materiality requisite under Title VII
can be addressed as a fourth question. Insofar as that is done,
however, the fourth inquiry becomes a process of applying the
statutory test for materlallty to the information developed in the
prior three inquiries; that is, this last inquiry would reach a
legal conclusion but would not extend the factual analysis of the
other inquiries.
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Were we to do just that, we might well .conclude that the
domestic industries hére are not injured. The domestic industries
-producing DROs, DRO consoles, and DRO transducers have maintained
roughly stable shares of the domestic market and each has increaééd
‘production slightly over the period of this investigation.32/
Moreover, price trends were up for consoles and mixed for
transducers over this period.33/ Employment, hours worked, and
compensation (hourly and total) for these industries also
increased.34/

A conclusion that- the industries are not injured by LTFV
‘imports, however, is not plainly justified by reference to these
trends. First, the trend data are not so clear as these seleéted
figures might indicate. There also is evidence thatlthe domestic
industries are performing less well in the domestic market than
previously. The volume of domestic shipments of transducers has
declined by 8.2 percent and that of domestic shipments of consoles

has declined by 16 percent over the period of investigation;35/7

32/ Report at A-~18-38-39-40.
33/ Report at A-42-45.

34/ Report at A-23. Notably, workers producing DROs increased from

217 in 1985 to 232 in 1987. Their hours worked rose from 417,000 in

1985 to 471,000 in 1987. Their compensation increased from $3.6

- million in 1985 to $4.6 million in 1987. Console and transducer
operations exhibited similar trends. - :

35/ Report at A-19-20.
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Gross progits, cash flow, and return on assets also-ere down for
these industries.36/. -
| More impqrtantL theseftrends alone cannot resolve the~issue
ppgperly_before.the;Commission. The Tariff Act does not instruct
the Commission merely to assess the recent ecohomic trends in the
‘complaining industry.37/  Instead, it asks what effect LTFV imports
had (or, assessing threatened injury, imminently are expected to :
have) on that.indust:y. That question can never be answered with
absolute confidence, because imports never affect the domestic ;
_industry in a manner that,isAclearly'observable.~-Ipdustry fortunes
may rise or fall coincidentally with observed cpanges in imports;
but many factors affect the industry simultaneousiy, and the effects
. of LTEV'impprts‘cannot-be seen separately. -
_ The Commission»dqes-not evaluate-the relative magnitudes of the

various causes of observed changes in the domestic industry in cases

36/ These figures are for overall DRO operations, including both DRO
prbductlon and sales for domestic consumption and those for export.
Given the divergent trends in domestic and export shipments, the
figures pertlnent solely to domestic productlon will reveal more
adverse economic trends. Report at A-27 Table 9.

;;/ Inherent in an. analysis of trends is the danger that rellef will
be . denied a. domestic industry on the ground that it is experiencing
rising trends in performance indicators, even though such indicators
might have risen significantly higher and faster if imports had not
been sold at LTFV. Conversely, there is a danger that import relief
may be afforded to.a domestic 1ndustry that is unprofitable and.
shrlnklng, even though the decline in performance indicators is not
due to unfair imports. S. Rep. No. 249, 96th Cong., 1lst Sess 87
(1979); S. Rep. No. 1385, 90th Cong, 2d Sess, p. 2, at 11 (1968),
reprinted in 1968 U.S. Code Cong. & Admin. News 4548-49.
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under Title VII.38/ Indeed, the Commission need not even identify
all such causes. But the Commission must evaluate the effects of
LTFV'imports, and that requires assessment of the waYs in which the
market information actually observed differs from what would have
been observed in the absence of the LTFV imports.

- One possible approach to this-comparative'issus is intuitive.
Under this approach, trends in the domsstic iﬁdustry would be
.compared with trends in the subject imports and an intuitive
judgment formed as to the relation between the two. Such judgments
tend to be based on impressionistic views of the evidence, and often
different evidentiary fragments will suppoft divergent intuitions on
the effect of allegediy LTFV imporfs. Thus, in this investigation,
it could be noted that during the pefiod-of in&estigation the volume
-.0f subject imports of consoles declined slightly whilevthe volume of
.1subject imports of transducers remained stable,;g/vperhaps
suggesting that any harm to the domestic industry was gg;lcaused by
these latter imports. Alternativsly, the fact that unit values for
‘the subject imports'(both as to consoles snd transducers) declined

dﬁfing the‘investigatiOnAO/ could be relied upon to support the

38/ S. Rep. No. 249, 96th Cong, 1lst Sess, at 74 (1979): see Cold-
Rolled Carbon Steel Plates and Sheets from Argentina Inv. No. 731-
TA-175 (Final) (Second Remand) (Views of Vice Chairman Brunsdale) at
36 . ‘ : . - . )

'-39/ Report at A-36. Imports of consoles declined from 7,221 units
in 1985 to 6,760 in 1987, and imports of transducers were 14,385 in
1985 and 14,299 in 1987.

40/ Report at A-37. : 1985 1987
: Consoles: $437.06 $417.01
Transducers: 254.50 238.13
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intuition that these imports were a‘cause of material harm to,the
domestic industries.

This approach plainly leaves much room for disagreement over
the meaning of the information before us. .We believe that theja
principal source of such disagreement underlan intuitive approach
comes from its failure clearlf to focus analysis on the issue that.
in fact is being addressed by the disparate intuitions: the effect
of the subject imports as distinguished from all other effects on
the domestic industries. | ,

‘The proper approach to the Commission's task, as outlined .
above, is to compare the actual situation in the presence of sales
allegedly at LTFV with, the situation that would exist if such LTFV
.sales were-absent., If o g the evidence pefoge us, there is a
'Areasonable indication that ‘the first of those two. situations left -
the domestic industries materially worse off than they would have
'been.under the second situation, we must in this preliminary

investigation render an affirmative determination.

The Volume and Prices of LTFV Imports .

our first inquiry seeks to evaluate the amount by which prices for
imported DROs were lower because of dumping. For this purpose, it
is appropriate to consider the margins of dumping alleged by
Petitloner, Petitioner,alleges dumping margins that range-from §z
percent to 104 percent.il/ These allegations are based on |

comparisons'of (1) price lists for sales in Japan by a Japanese =

41/ Report at A-7.
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producer and a price list of the producer s importer affiliate for
- sales in the United States, and (2) a price offered by a U.S.
distributor in the United States and a price offered to a
distributor in Japan.' ) . ‘

Petitioner s allegations are the best estimates currently. .
available of actual price differences between sales in the United :
States and sales in Japan __/ These figures also indicate the
maximum differences between the actual prices of the subject imports

and the prices that would have been charged in the absence of

dumping during the period of investigation.43/4 4/ 1If the:exporting

42/ See H.R. Doc:. 153, Part.II, 96th Cong, 1st Sess. (1979). (In
preliminary investigations, the Commission is to be guided by .
Petitioner's allegations concerning the dumping margin, as modified
by Commerce) The allegations in the Petition are based on a
comparison of sales. prices in-the U.S. and Japan. The Department of
Commerce's International Trade Administration (ITA) has not yet
determined if the dumping margin is pOSltlve ‘Any dumping margin
found by Commerce is based on a comparison between fair value .
determined by prices. in.the exporters' home market and export prices
to the United States. These margin calculations will not directly
reveal actual consumer price-differences- between the two national’
markets. This is because ITA calculates both sets of prices on an.
ex-factory basis, netting out additional marketing and
transportation costs incurred subsequent to production. If these
adjustments are ad valorem (a proportion of the consumer price) and
not gpecific (on a unit-basis), measures of price responsiveness of
demand and supply necessary for the Commission's' analysis-will be
unaffected by the adjustments. Even if the adjustments are spec1fic
(as usually will be the case with some of the adjustment factors),
however, the adjustment process should not dramatically distort the
information relied on in this investigation.:

43/ This is true under any assumption about’ ‘the reasons for dumping
by private, profit-seeking firms. The best estimate of a realistic
difference in the prices of- dumped ‘and fairly traded products
usually will be lower than the dumping margin. See Report
accompanying Office of Economics memo EC-L-149. The estimate of
price changes also must make some assumptions respecting the
constancy or inconstancy of dumping margins over the period of
investigation. Absent indications to the contrary, we assume that -
(continued .e)
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-~ firms had not been-able.to chargeadifferent'pricesvin-the;United

~States and Japan;(asnwould have. been the case if the imports had
been.fairly,traded)¢=the¢prices of ‘the imports sold in the United
.States may have'beenzsubstantiaily.higher,-taking~the,Petitioner's
ailegationszas true for:.purposes. of this:preliminary investigation.
Had that happened,:and especially if the import prices had increased
by, all or;much,gf;thesallegedidumping_margins, it is likely that the
~volumes of the sgbjeqt:imports'sold in the¢United-states would have
abeen;substantialiy.bglpv;the'levels,actually observed. The - g
magnitude .of this change is discussed. further below. R

el

Effects .on Prices.and Sales of Domestic Like Products
The second' area pfminquiry focuses on the impact of prices and . -
volumes. of subject:-.imports:. on the market for the.domestic like:

products. ' The Tariff Act specifically directs: the Commission to

e s
[

43/(. ..continued)

.- dumping. was. constant .over the period of investigation. See 3.5":

Microdisks and Media Therefore from Japan, Inv. No. 731-TA-389
»g(Preliminary),.USITC;Pub,;ZOTGR(April 1988). (Additional: Views of

Commis51oner Cass)
44/ Chairman Liebeler and Comm1551oner Cass believe that while we
cannot. be’ certain :about :the exact price that. the.Japanese  imports
would have been sold in the United States had they not been sold at
LTFV, many of the facts collected during the course of an
investigation permit us to make a reasonable approximation of this
price. In many cases prices of the subject imports would have
increased less than the amount of the dumping-margin had:the imports
not been sold at LTFV. See 3.5" Microdisks and Media Therefore from

. -~ Japan, Inv. No. 731-TA-389, USITC Pub. No.:2076, at 74-83 (April

1988) (Additional Views: of- Commissioner Cass).. ‘Chairman .Liebeler

.+ and Commissioner.CaSSsagree~that the dumping margin is ‘useful in-

.assessing the maximum' increase in: the U.S. price of the subject
imports had they been :sold:in the-United: States and Japan at the
same price. : ~
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consider- the effect_of LTFV imports on the prices for domestic like
products.45/ Even more specifically,<the Act'instructs us to
evaluate evidence indicating that-LTFV imports have depressed prices
for the domestic like products.46/ The Tariff Act further directs
~our ‘attention to evidence that. sales of the subject imports have
replaced sales of the domestic like product._;/

‘The degree to which these phenomema-occur depends not only on
‘the prices.at which the imports are sold but also on'the manner in
- which demand for the domestic product.respondsuto the price of the
imports. The responsivemessvof demahdffor the like'product to
'~ changes in the price of imports in turn is generally a function of
the substitutability of the import and the domestic product, the
products' relative shares of the domestic market, and the
availability of substitutable fairly traded imports; The more
'fully substitmtable are the subject'imports'amd domestic products,
'the more significant will be the impactvof;ﬁTFV imports' sales on
~ the prices and vo1umes of salesAof'the‘domesticflike-products. The
greater<the market share of the subject imports, the.greater their
~effect on prices and‘volmmes of.the domestic:1ike products.-

Correlatively, the larger the share:of the market_held by other

45/ 19 USC 1677(7)(B).
46/ 15 USC 1677(7) ().

47/ The statute instructs the Commission to 1look at domestic market
share -and the subject imports' market share, at domestic sales,

_ domestic output, and domestic inventories, among other factors. 19
' U.S.C. 1677(7). These factors are useful in assessing changes in
the sales of domestic products and ‘relating those changes to the
sales of subject imports.
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substitute products, and the'mére,readily suﬁply-of_these éroducts
respénds to changes in their price,'the lowef the impact of changes
~ in the prices of subject imports on ‘the domestic industries.
The record suggests’that imported and domestically prodﬁded

DROs are largely, but not fully, subétitut&ble.‘ Petitioner argued
that DROs imported from Japan cbmpete'with doﬁéstic DROs and that
differences between them are inconsequential.48/ Imported and
domestic DROs are both sold for generally similar useé through
similar channels of distribution.49/ _

- Several parties, however, have urged the commission to
" recognize differences among these pfoducﬁs, .As we noted above,
Respondents Sony andASokki argue that their magnetic products are
- sold for différent applications from those for which domestic glass-
scale transducer-type DROs are sola;gg/ ‘Theif‘argument is supported
by the significant differences found in price comparisons between
imported magnetic products and.domestically pfdduced glass-scale
transducers.51/ Price comparisons_betweeﬁ~imp6rted and domestic
glass~scale products also show some differences, suggésting that

" imported and domestic products are not completely substitdtable.SZ/

gg/'ir; at 11.

49/ Report at A-1l6.

50/ Tr. at 72.

51/ Report at A-45.

52/ Report at A-45. Since these comparisons were made between
standard product categories with virtually identical physical

characteristics, the price differences suggest lack of
substitutability due to other factors, such as delivery and service.
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Further indicating a probable limitation on these products':

substitutability, compbnents-produced,by one company are rarely used

with components produced by other companies.and there is some
suggestion of technological incompatibility, even among éimilaf
‘types of components.53/

Looking at these factors earlier, we concluded that the
evidence thus far adduced. regarding product differences was not
sufficient at this time to find separate like products. Although
the record is unclear on ﬁhe exact degree of substitutability"
between subject imports and domestic products, the imported and
domestic products are at least somewhat substitutable and for many
products the imports and domestic like products appear highly .
substitutable.54/ This suggests that if, consequent to LTFV sales,
U.S. prices of the subject imports decreased by the amount of the
alleged dumping margin or even a substantial portion of that margih,
thg LTFV sales probably replaced purchases of domestic products in.
substantial measure and also decreased the price of the domestic
produqts‘thqt actually were sold. As the subject imports account
for_approximately'one-third,of the U.S. market for DRO consoles and‘,

one-fourth of the U.S. market for DRO transducers,55/ LTFV-Salés of |

53/ Report at A-16-17.
54/ Tr. at 11.

55/ Report at A-39.
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those imports would have.likely -exerted a :significant effect on
prices for domestic like products:in.the U.S.56/ - o i

. In addition to the factors addressed above, the statute also
commands attention to three other factors that might support or-
9;contraqict.an in:erence~regarding the effects of LTFV imports on
_domgstic price ond production.. Information on inventories, capacity
:Hgtilization,Aan@~productivity can ‘be relevant to this inquiry, as
. they can.suggestareasons.the,subject'importsiwould.have more or less
gﬁfgct»than'mignt at .first appear.57/ For example, if capacity:-
utiiization in thc,domestic.industry is low, that might suggest:'
significant ability to increase production if the.absence of LTFV
imports increased demand for the domestic like product.
}Concomitantly,Aif_domesticjcapacity_isA(virtually)~fu11y utilized,
the LIFV_imports.woulgznot exert significant influence over domestic
production, although the imports would then afrect price more
. significantly... .. - . . - |

. With respect. to these three factors as well, the evidence in
the record lends some. support to.the conclusion that sales of LTFV
imports_had a depressing effect on the prices and unit sales of'%

domestic. products. during the period of investigation. The domestic

56/ It is important to note that the.evidence on the sensitivity of
domestic demand  for DROs and DRO components is far from.conclusive,
given the. current state .of the record. - There .is some suggestion in
the record that products not under investigation ‘here might displace
a significant number of DROs and also a significant number of at
least one DRO component. The relation of CNCs.and any related
technologies to DROs and DRO components merits further attention in
any final investigation.

57/ 19 U.S.C. 1677(7) (C) (iii).
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industriesbappear to be operatihg well below their capacities, 58/
'indicating au ability to have produced units that instead were
replaced by LTFV imports. Further, the domestic industries expanded
exports of both'consoles and transducers considerably over the | ‘
period of investigation.59/ This also indicates a capacity to have
supplied the domestic market for the products at issue. Domestic
producers' 1nventories declined over this period,60/ a factor that
reduces the le&el of domestic production but also probably reduces
costs. The magnitude of this change was small and does not appear

to have much affected the operation of these industries.

Impact on the Domestic Industries
The final area of inquiry into the effects of LTFV imports on the

domestic industry relates the inferences drawn in the prior
inquiries to the information available regarding‘the returns
realized by the domestic industries. Title VII specifies a number
.of factors for the Commission to consider that reflect the impact of
_the subject imports on the domestic industries: actual and
potential negative effects on employment and wages, and actual and

‘potential‘negative-effects on'profits, return -on investment, cash

58/ Reported capacity utilization remained below 45 percent for
consoles and was lower for transducers throughout the period of
investigation. Report at A-18.

59/ Report at A-20.

60/ Report at A-22.
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flow, ability to raise capital, and level of invéstment.6l/ Effects
attributable to the LTFV sale of 'subject imports on each of thése
measures of the economic health of the domestic industries canfbg
~ estimated from the import-related changes in domestic prices and
.sales described above. ‘The information in'this preliminary
investigation, however, is‘not sufficiently refined to make that
exercise meaningful except at the level of general conclusions.
Given the changes in domestic pribes'and sales discussed above, LTFV
sales reasonably can be thought to have affected domestic
: employment, wages, profits, and so6 on, adversely.

An ‘alternative use of the information suggested by these
factors is as a basis for inference about the accuracy of these
estimates. Directly observable changes in the statutory factars
" -measuring returns to the domestic induétries"rareiy will be simply
and readily correlated with LTFV imports, in'ﬁart because
information on- these factors seldom is kept on bases coextensive
with the scope of our investigations. Reference to observed data on
employment, compensation, profits, cash flow, and so on, can,"
however, provide inferential support for the estimates derivéd from
our earlier analysis or, if inconsistent, can provide a basis for
reexamining them. Here, the information éurrently available on
these factors, while mixed, arguably supports an inferenge of
significant losses from competition froﬁ subject imports. Despite
substantial increases in exports, the domestic industries have

experienced irregular declines in gross'profits,.:eturns on, assets,

61/ 19 USC 1677(7) (C).
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and cash flow.62/ Some domestic producers:also assert that
4 cémpetition from thé subject imports has.led to difficulty in
raising capital, 63/ but that assertion has been disputed and is not
readily assessed.64/ In sum, the evidence allows, but does not’
lélearly eétablish, the inference that the domestic producers of like

products have been materially injured by LTFV sales of 'subject -
imports.

III. Conclusion A ~ T ;

For the reasons given .above, and in light of ‘the standard applicable.
to preliminary investigations, we determine that there is a
reasonable indication that the domestic DRO industry and the

. industries producing DRO consoles and DRO transducers are
Aexperiencing material .injury by reason of the allegedly LTFV imports
~from Japan. This determination is significantly influenced by thé
~evidentiary standard applicable to preliminary invéstigations.

62/ Report at A-27.
63/ Report at App. E.

64/ See Report at App. E.
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DISSENTING VIEWS OF COMMISSIONERS ALFRED ECKES

: . SEELEY LODWICK AND DAVID ROHR

Inv. No. 731-TA-390 (P)
Dlgltal Readout Systems and Subassemblles Thereof

We determine there is no reasonab-le i'nd'ication that the rlomestic
1ndustr1es producrng digital readout systems (DRO’s), and subassembhes thereof
' are materrally rnJured or are threatened with matenal rnJury, by reason of the
A'alleged less than farr value (LTFV) 1mports subJect to this rnvestrgatronl
'i:Specrfrcally, we f 1nd there is no reasonable 1ndrcatron that the mdustrres are

-currently experrencmg materral 1nJury While we concede there is a reasonable
A mdrcatron that 1mports are a cause of the condmon of the 1ndustrres 2 there is
clear 'and. convincing evidence that these conditions cannot properly be
charactenzed as bemg materrally mJured Rather the operating performance
of these mdustrres has been extremely posrtrve, partrcularly in lrght of the
'declrnrng market for DRO’ Further in view of the positive performance of
the 1ndustr1es we frnd there is no reasonable mdrcatron that 1mports threaten
the industries.

.The record formmg the basis of our determination is unusually full for a
prelrmmary mvestrgauon The record concerning the condition of the rndustry,
which is the principal basis for our determination, is particularly complete. In
this preliminary investigation, we have assembled virtually complete data on

the condition of the industry as well as a considerable amount of information

1 Material retardation is not an issue in this investigation.

2 Commissioner Lodwick does not join in this concession.
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on impqrts, priées, and 6ther factors relevant to our consideration of threat of
mat.er'ial injury; We therefore determine theré is no likelihood of information
contrary to our conclusion on these determinative issues being developed in a

final investigation.®

ike Product/Domestic I sir

To make its determinations whether there is a reasonable indication that
a domestic industry is materially injured, or threatened with material injury,
by reason of allegedly LTFV imports, the Commission begins by determining
the domestic industry upoh whose operations the effects of the allegedly‘
dumped imports are to be examined. We define thé domestic industry as"‘the
ddtﬁestic prodﬁcers...of é like product."* The term like produét refers to "a
product which is like, or in the absence of like, most similar in characteristics
and uses with, the article subject to investigation."® The article subject to
invcstigavtion refers . to the imported article or articles included within the

scope of the dumping investigation initiated by the Commerce Department.®

Thus, the Commission’s analysis begins with the scope determination of the

Commerce Department.

3 We acknowledge there are a number of unanswered questions concerning to
the causal link between imports and the condition of the industry. Regardless
of the answer to these questions, the absence of material injury, about which
there is no question, requires a negative determination.

" 4 Section 771(4)(A).

8 Section 771 (10).

6 53 Fed. Reg. 13,302 (Apr. 22, 1988).
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" The Commerce Department originally defined the scope of its investigatidn
to be: |
" "digital readout syste‘ms-, and those subassemblies, and -p'ar'ts thereof , that
are dedicated exclusively for use in the manufacture or production of
digital readout systems. The term dedicated exclusively for use only
encompasses those subassembhes that are specrfrcally designed for use in
digital readout systems."?
" The notice further explains that the Cbmmerce Depértmcnt will determine
which subassemblies meet its criteria drxring the investigatiou;8
On the day of the Commission’s vote, the Commission received A"a letter,
dated May S5, 1988, from the Commerce Departmen"t clarif ying the scope of tﬁe
investigation. .This clarification states that the investiéatioﬁ covers both
assembled and unassembled DRO'. It further states that unaSsembled DRO’s
include consoles and transducers (except laser transducers) destined for use in
DRO’s and imported for assembly and sale as a DRO system. Wiih respect to
‘subassemblies and parts, the lefter clarifies that this includes cbneoles and
" parts of ‘consoles”destined for use in DRO systems. The Commerce Department
notice, as modified or clarified byv thevMay 5 letter, 's.ets forth..‘ the articles
‘subject to this investigation. ! . |
A digital readout systém, or DRO, is a device that .providcs 'li'near or

rotational displacement information for the operator of high precision industrial

7 Id. at 13,302.

"8 In the course of its investigation, the Commission learned that, while
companies design transducers (one of the two principal components of -DRO
'systems) for their own ‘particular products, such transducers can also be used
in computer controlled tools and other products which incorporate transducers.
Therefore, there were, arguably, no imports of transducers that met the
Commerce Department s original criteria.
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equipment. Such equipment includes milling machines, lathes, boring machines,
borers and grinders, and coordinated measuring machines.?

The principal components of a DRO system are the co_h.éole and one or -
more transducers.. Transducers provide the positional reference for the
machine. A DRO system incorporates one transducer for each of the axes to
be measured. A DRO may employ up to three transducers. The console
displays the positional réeadout and allows the operator to position the machine
accurately.

A console for a DRO is composed of a housihg, control keyboard, digital
display, power source, and one or more printed circuit boards with associated
electronic components mounted on them. Its function is tp translate input
from the transducers into digital coordinates and allow the operator to'pos.ition
his machine accordingly. ' ' (

A transducer is a .device which is laid out along an axis that the DRO is
to measure. It incorporates two subsystems. One subsystem acts as the sca)e,
controlling the degree of resolution of the machine. The other relates the .
position of the machine to the scale. The most common type of transducer is
the glass scale transducer, which uses an imprinted glass strip as a scale and a
photoelectric reading head to relate the machine to the scale. Other types of
transducers include rotary encoders, rack and pinion transducers, 'variolus'
magnetically based transducers, and laser transducers. -

DRO systems, consoles, and transducers are all assembled from parts
which may be either produced in-house or purchased from outside sources.

Often producers specialize in the production of consoles or transducers for

® This can be contrasted, for example, to computer numerically controlled
machines, which operate in much the same fashion but in which the operator
is replaced by the computer. '
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sale to those companies which produce DRO systems. The production of glass
scale and magnetic- transducers generally requires the use of specialized
’equipment,'inc;l:uding’"machines to chrome thé glass and photosensitize it or'' "
laser equipment to magnetize the special alloy rods used in the magnetic »
transducers.10

For purposes of this preliminary investigation, we determine there are
three separate like products corresponding -to the articles. under investigation:

DRO systems, consoles,*and transducers.” DRO systems include' consoles and

" transducers assembled together as a system. Consoles, as separate units,

“constitute a second like product. Transducers, ‘whether- glass_scale, rotary, &
- rack and pinion, or 'magnetic, also considered separately, are a third. like
product.1l’

We also determine -there are thrée domestic industries, corresponding to
these three like broducts. We recognize that there is some overlap among
“these industries. - Some manufacturers produce DRO systems, including both
consoles and transducers, while ‘others may purchase either or both of these
subsystems frc;m othér manufactures. Some manufacturers specialize in the

“production ‘of consoles or transducers.

10 Report at A-5-6.

1111 we do not include laser ‘transducers as part of the domestic like product.
Such transducers operate on principles different from other transducers. The
same can be said, however, for the differences between rack and pinion,
rotary, glass and magnetic transducers. However, our investigation reveals
that laser transducers are -used’ predominantly in calibration and scientific
applications. They are gencrally not used in factory environments, as are the
other transducers, because they are too sensitive to vibration and. require
humidity and temperature compensation. Further, petitioner requested that the
investigation not cover laser transducers.
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Condition of the Industries

In assessing the condition of the domestic industry, the Commission
considers, among other factors, production, capacity, capacity utilization,
-shipments, inventories, employment, wages and financial performance.}* No
single factor is determinative, and in each investigétion the Commission will
consider the particular nature of the indqstry concerned.!® . |

Based on the record of this preliminary investigation, we determine that
none of the three industries producing transducers, consoles and DRO’s is
currently experiencing material injury. Our analysis of the above statutory
factors indicates that the performance of each of the three industries has been
good at a time when the market for DRO systems is declining.!* We note that
the data concerning the condition of the each of three industries was
provided, in most cases, by companies rebresenting virtually the entire
industry.15

Because of differences in accounting and control systems within
companies, the levels at which the companies are able to provide different
types‘ of data on operations relating to these three like products differ.
Companies provided production data, for example, separately for consoles and

transducers. However, because there is one console per system, console

12 19 US.C. 1677(7)(C)(iii).

. 13 See, e.g., 3.5" Microdisks and Media Therefor from Japan, Inv. No.
731-TA-389 (Preliminary), USITC Pub. 2076 (1988) at 21.

14 Apparent U.S. consumption of DRO systexhs, expressed as a total of U.S.
producers’ and U.S. importers’ shipments, declined from 23,325 units in 1985 to
20,300 units in 1987. Report at A-8.

1614, at A-17.
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::p(rb'd'm':tion ;‘lata -‘are equivélent to ‘DRO sﬁstcm production data. Employmént
data, on the other hand, were broken out according to'thc three products.
Financial ‘data were broken out by a few com’panics; but most, who p‘roduce'
both cohsbles' and:“ transducers, ;vvere able only ;o provide data on. the DR(E)_""
sysfem level. |

The data reflect the way this industry maintaih; its data. We can,
however; ‘make judgments concerning the production performance of DRO
systems by .lookin'g at the data for consoles. By examining the financial
performance of consoles and transducérs separately, and in conjunction with
fhé S);stem data, we obtain a clear picture of the financial p'érformaht:e- of
" these two compdncnt industries, as well as that relating to DRO systems.
'While more segregated data might be available in a final investigation, its
breparation Would réquire assﬁmptions and allocations byl the companies that
‘would be no more than best guesses. Such data would be no better and no
" 'more ré?ealing -about the :'con'dition‘ ‘of the .induétry than the data currently

available to the Commission.

Production Indigg' tors:

All three industries displayed overall increases in capacity duriné fhe
period' of investigation. Capacity to produce DRO systems and consoles
decreased from 53,699 units to 53,099 units, or ﬁy 1.1 perccnf, from 1985 to
.. 1986, then igcrcascd by 13.5 percent to 60,249 units in 1987. Capacity to
produce transducers followed a similar trend, remaining constant at 158,088
units from 1985 to 1986 and then increasing by 9.4 percent to 172,888 uxiits iAn

1987. 16 While reported U.S. production of DRO systems and consoles decreased

16 Report at A-17, A-18. A
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from 23,942 units to 21,628 units, or by 9.7 percent, in 1986, production
rebounded by 15 pércent to 24,981 in 1987, for an oveérall increase in
production of 4.3 percent over ‘the period of investigation. 17 Reported U.S.
production of transducers decreased by 5.0 percent, from 43,385 units to 41,198
units, in 1986, but then increased by 10.2 percent to 45,406 .units in 1987, 4.7
percent above 1985 levels.1®

Capacity utilization for all three industries displayed essentially flat
trends over the period of investigation. Capacity utilization to produce DRO
"systems and consoles decreased from 44.6 percent in 1985 to 40.7 percent in
1986, then increased to 41.5 percent in 1987. The trend in capacity utilizafion
for transducers was even less pronounced, decreasing slightly f rom 27.4 percent
to 26.1 percent in 1986 and rising to 26.3 percent in 1987, for an overall drop
of just over 1 percentage point.!® We believe the slight downward trend
results from the increase in capacity for all three like products in 1987,
because production of these products increased overall from 1985 through
1987.20

Shipments by producers in all three industries?! were generally stable or

increased, by value, during the period of investigation. . U.S. producers’

"1

18 14. at A-18, A-19,
19 14,

20 See id. at A-18.

21 All reported shipments consisted of domestic commercial shipments and
export shipments. There were no reported domestic intracompany transfers of
consoles or transducers during the period of investigation, Id. at A-19.
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domestic shipments of consoles (and, accordingly, of DRO systems) decreased in
.quantity by 9.4 percent in 1986 and again by 7.4 percent in 1987, or from
15,976 units in }985" to 13,400 units in 1987. Domestic shipments of consoles
- by value also deé:reased betwe;cn 1985 and 1987. However, export shipments of
" consoles, both by volume and value, increased substantially over the period,
causing total shipments of consoles by domestic. producers to rise from 23,102
units in 1985 to 24,941 units in 1987.22 Total shipments of consoles by U.S.
producers, by value, decreased slightly over the period. However, this reflects
a drop in the unit value of exported. products in 1987.23 Thus, the overall
“trend in shipments of consoles (and DRO systems) by domestic producers is
essentially stable.

* U.S. producers’ domestic shipments of transducers decreased only slightly
. over the period, from 33,058 units in 1985 to 30,3324units in 1987. Domestic
. shipments by value displayed a more gentle downward trend, due to the
increase in unit value from 1985 to 1987.24 waever, we also note that U.S.
producers’ total shipments of transducers, by value, rose steadily from $15.1
million in 1985 to $15.6 million in 1987 because export shipments, by value,

increased from $2.7 million to $3.5 million from 1985 to 1987.25

22 1d. at A-19, A-20.

28 Unit values for domestic shipments rose from $576 in 1985 to $600 in 1987.
Unit values for total shipments showed an average decline from $517 in 1985
to $465 in 1987, due largely to the drop in unit values of export shipments.
Id. at A-19, A-20. :

24 1d. at A-20. Unit values for domestic shipments of transducers rose from
$373 in 1985 to $401 in 1987, '

25 Report at A-20. The data on export shipments of transducers by volume
are confidential. ‘ . .
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- U.S. producers’ inventories of consoles (and accordingly, of DRO systems)
rose very slightly from 2,296 in 1985 to 2,357 in 1987. However, the ratio of
reported inventories to U.S. producers’ total shipments of consoles decreased
from 9.9 percent in 1985 to 9.5 percent in 1987. Inventories of transducers

fell overall by about 25 percent between 1985 and 1987.28

Employment Indicators:

These indicators were positive for all three industries over the period of
investigation. The numbers of production-related workers producing DRO
systems, consoles and transducers showed an overall increase as between 1985
and 1987. This trend was-even more pronounced for hours worked by
production-related workers in the three industries. Total wagcs'and total
. compensation paid to such workers increased steadily .over the period of
investigation for all three industries, while average hourly wages for all three

industries peaked in 1986 and remained above 1985 levels in 1987.27

Financial Performance Indicators:

Financial indicators for the three industries displayed generally positive
trends. While some financial indicators displayed slight downward trends .in
the aggregate, it is important to note that the market for DRO systems as a
whole i1s declining. This decline may be attributable in part to displacement of

. DRO systems by new products, especially computerized numerical control (CNC)

26 14. at A-22.

27 1d. at A-22, A-23. The apparent decrease in average hourly wages from
1986 to 1987 reflects fluctuations in the numbers of production workers
relative to "related” workers. Id. at A-40.
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systems.28 The generally good performance of the three industries in the
face of a shrinking market is 'consistcnt with the other producﬁon and
employment trends ahdv supports our conclusion there is no reasonable
indication that these industries are not experiencing material injury. |
Net sales of DRO systems declined somewhat over the period of
investigation, from a high of $35.3 million in 1985 to $3‘2h.2 mill'ion"in in 1987,
or by 8.5 percent. 'O'perating income for the DRO industry dcclined by 3338
percent in 1986, then rebounded by 12.5 percent to a level of $2.7 million in
1987.2° - In assessing these appax;ent downWa-rd trends, we note that general,
selling and administrative expenses for this industry are relatively high and
have increased as a percentage of net sales over the period of
iriveétigation.”' The financial indicators for this industry reflect the overall
decline in the DRO market but are nevertheless generally positive.
- "Even more revealinvg than the aggregate volume of operating prof it's is the
operating _inc'omc ‘margin. Starting in 1985 at 10.3‘ percent, and following a

drop to 7.5 percent in 1986, the operating margin for DRO systems producers

28 Several respondents contended that sales of CNC systems had adversely
affected their sales of DRO systems. Conf. T. at 59. While the total extent
of displacement of DRO systems in the U.S. market is not known, such
displacement is likely to be gradual over time and may have affected the .
original equipment market. To the extent such market displacement is taking
- place, we believe it reflects current evolution of machine tool technology. Id.
at A-4, A-8.

2 1d. at A-26, A-27.

_ | ;
0 Id. at A-26, A-27. Such expenses are high because the sales staff performs
many functions in addition to the usual. sales activities, such as technical
advice, installation, testing and.follow-up services. . '
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rose to 8.4 percent. The ihteriﬁi figurés, which are confidcntial,-ref-l'ect very
positive performance.3?

Net sales for the console industry rose from 1985 to 1986, then fell in
1987 for an overall slight decline. On the other hand, operating income
increased throughout the period of invéstigation from a loss in 1985 to
increasing profits in 1986 and 1987, despite the shrinking market for DRO
systems. Operating margins also increased throughout the period.S?
Transducer sales revenues similarly decreased overall froni .1985 to 1987,
whereas operating income increased throughout the period. Operating margins
also increased in each of the three years.3®  Again, we view -tllxlis résulf as
consistent with good overall performance in a declining mark'c_t.

For these reasons, wé find that there is a reasonable indication that the
industries producing DRO systems, consoles and transducers are not
experiencing present material injury. Accordingly, we do not consider the

question of causation, but proceed difectly to the question of threat of

‘material injury.

. No_Reasonable Indication of Threat of Material Injury by Reason of LTFV

Imports

In examining whether there is a reasonable indication that the domestic

industry is threatened with material injury by reason of allegedly LTFV

31 Report at A-27.

32 Report at A-28. Because the data are confidential, we discuss them in
general terms. : '

83 1d. at A-29. Because the data are confidential, we discuss them in general
terms. :
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imports, we are directed to consider, among other factors, any existing foreign
capacity, increases in imports to the United States, any‘ rapid increase in US.
market penetration, the likelihood that such penetration will increase to an
injurious level, éhe probability that imports will enter the United States at
‘prices that will h:ave a depressing or suppressing effect on domestic prices, any
substantial increase in inventories in the United States, and the potential for
product shifting.3¢ In addition, the Commission must base a finding of
reasonable indication of threat of material injury on "evidence that the threat
of matefial injury is real and that actual injury is imminent,” and ﬂot on
"mere conjecture."3s

Iﬂ considering whether there is a reasonable indication' of threat of
-matefial injury to the U.S. industries, both the condition of the industries and
information about the subject imports must be analyzed simultaneously. A
certain level of increased imports would be more likely to injure an industry in
a weakened condition than a robust industry. ~ In this case, the industries
producing DRO systems, consoles, and transducers operated positively over the
pcriod of investigation in the presence of the high and stable import levels.
There is no reasonable indication that the subject impqrts will ent_er thé U.S.
markct‘in such increased quantities or at such price levels that will have an
injurious impact on the U.S. industries.

Existing Japanese capacity available to increase exports to the U.S. is

low. Japanese console production capacity utilization has remained high

34 19 US.C. 1677(7)(F)(i).

% 19 US.C. 1677(7)(F)(ii).
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throughout the period of investigation.3® Japanese transducer production
capacity also had high rates of utilization rising from 93.0 percent in 1985 to
94.3 percent in 1987 with projectqd production capacity utilization close or
equal to 100 percent.3?

There have not been rapid increases in market peﬁctration by either console
or transducer imports from Japan. The quantity of Aim.ports of Japanese
produced consoles has dropped from 1985 to 1987 though the market share of
these imports rose slightly during a period of declining domestic U.S.
consumption.®® Both transduce_r import quantities from Japan and the market
share of these imports remained stable during the period of investigation.3?

With the wide variety of DROs, consoles, and transducers sold by importers
and U.S. producers, the usable price comparisons of comparablé products had
limited coverage. The data available s;xowed' that price trcnds fluctuated or
remained stable during the period.40

While U.S. importer inventory levels of consoles and transducers from Japan

were higher than comparable U.S. producer inventory levels, the inventories of

36 Report at A-35.

371_(1{

38 1d. at A-36, A-38, A-39.

39 1d, at A-37, A-38, A-39.

40 1d. at A-42, A-44, A-45.
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imports from Japan have remained stable or increased slightly both in terms of
quantity and share of period imports.4!

Japanese exporters- have markets in countries other than the U.S. Japanese
console and transducer exports to these countries are growing and are twice as
large as exports to the U.S.4? Faced with declining Japanese home market
shipments for consoles and transducers, Japanese producers have reduced their
transducer production capacity, and have reduced console production capacity
utilization and shifted console sales to a growing export market in countries
other than the U.S.,, thereby decreasing the potential for product shifting to
U.S. markets.

In summary, the high Japanese capacity utilization in console and transducer
production, the relatively stable imports of consoles and transducers from
Japan, the inconclusive price trends, the stable importer inventories of
Japanese consoles and transducers, and a large growing export market for
Japanese consoles and transducers to countries other than the United States do
not indicate that the threat of material injury to the U.S. DRO, console or
transducer industries is real and that actual injury is imminent. We therefore
conclude there is no reasonable indication that the domestic industry is
threatened with material injury by reason of Japanese imports of digital

readout systems or subassemblies and parts thereof allegedly sold at LTFV.

41 14, at A-22 and A-33.

42 1d. at A-35. This is consistent with the fact that U.S. exports to third
countries are also growing,
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ADDITIONAL VIEWS OF COMMISSIONERS ALFRED ECKES
AND DAVID ROHR

Digital Readout Systems and Subassemblies Thereof
' from Japan
Investigation No. 731-TA-390 (Preliminary)

‘We have detefmined that there is no reasonable
indication that the domestic industries producing the
three like products are currently experiencing material
A 1
injury. = Having so decided, we need not determine
whether such injury would have been.caused by allegedly
dumped imports; Bécause in our view the record as a whole
contains clear and convincing evidence of no material
injury, we see no reason to continue this investigation.

In this respegt our views differ from those of three-
of our colleagues who have made affirmative determinations
despite-the_lack of any reasonable evidence of injury to
the domestic industries. We understand their analyses are
based on an approach whose central inquiry is what.the .
condition of the industry would have beeﬁ if dumping had
not taken place. Unlike. the so-called "bifurcated"

approach, which analyzes trends in the reported data

1 ' :
See Dissenting Views of Commissioners Alfred E. Eckes,
Seeley G. Lodwick and David B. Rohr, which appear earlier
in this publication.
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concerning conditions of trade in the indﬁstry over a
three-year period, this approach has yet to withstand
judicial review. -

We offer the following comments to facilitate public
debate in future title VII investigations on the merits of
this approach before it is tested in court. 1In our view
the affirmative determination which requires this
investigation to proceed despite the lack of a reasonable
indication of material injury illustrates some of. the
problems-that arise when determinatidns are based on
hypothetical scenarios. |

As we understand it, the affirmative determinations
include at least one based on a novellanaiytical |
framework ’ which assumes the "essential requiremeht for
dumping" is that "some impediment bars‘reimpoftatioﬁ to
the exporting country of products exported to the United.
States." Without such an impediment, the theory'holds,
there would be no wﬁy "to sustain a priEe aifference"‘ |
between the United States market and the fofeign'

3
market. In other words, absent this impediment, which

2

See Additional Views of Commissioner Ronald A. Cass,
3.5" Microdisks and Media Therefor from Japan, Inv. No.
731-TA-389 (Preliminary), USITC Pub. 2076 (1988)
("Microdisks").

3
Microdisks at 35.
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"might be a product of law, custom, or asymmetrical
transportation costs," ¢ the prices in the two markets
would equalize themselves through the process of price
arbitrage. The approach purports to evaluate the effects
§f these impediments to competition in foreign markets on
U.S. producers in our domestic markets. ° (We note that
the app;oach does not appear to addréss those cases where
foreign market value is not basea on a price at all, but
on a constructed value built from costs,'selling expenses
and profit.)

At the outs%t, we are mystified by this formulation of"
our mission under the statute. We can see no basis in
either the statute or its legislative history to conclude
that Congress wished the Commission to determine the
effects, whether direct or indirect, on our industries of
barriers to competition'in foreign markets. It strikes us
that the new approach merely dresses an "injury to
competition”" test in "injury to industry" clothing so as
to make use of certain presumptions central to antitrust
theory. This raises several concerns.

First, we are concerned about the remedy-oriented

nature of this new approach. As we see it, our duty under

4
Id. at 35, n. 14.

5
- Id. at 3s6.
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the statute is to determine whether the industry is
experiencing material injury or threat thereof by reason
of imports subject to investigation. We do not believe
this responsibility encompasses speculation as to the
various ways in which dumping could be eliminated after
our determination has been made, or could have been
eliminated prior to our investigation. Nowhere haé
Congress intimated that the Commission's role is to make
an affirmative determination only where the imposifion of
duties would materially improve the condition of the
industry.

To the extent a determination is grounded on
hypothetical notions about the marketplace, its connection
with information in the record--and thus its chances of
withstanding judicial réview--may be tenuous or
nonexistent. In the present case, this type of "but for"
reasoning has led to a defermination at odds with the
facts of record, which disclose three industries that have
adjusted successfully to the presence of imports and are
performing very well in a shrinking market.

Second, any presumption that foreign barriers to

reimportation exist--the "essential requirement for

dumping" (emphasis added) under the new approach--is

really a statement directed at why dumping exists.
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Because the Commission has no legal authority to determine

the causes of dumping, any such pronouncements contrévene
the statute and are irrelevant to our statutory inquiry.
Third, it appears that one commissioﬁer'intends to
seek information -on foreign barriers to reimpOrtation in
all future final antidumping investigations. ° If the
existence of barriers to reimportation is required in
order for dumping to exist, what conclusions could be
drawn if no evidence of such barriers turns up in an
investigation? Must we conclude there is no dumping--a
determination forbidden to us under the bifurcated
authority granted to us by'statute? Or, must we
nevertheless presume such barriers exist because dumpihg
presupposes them? If so, how are we to defend such
presumptions in court? Perhaps more importantly, how'may
the parties antiéipate these presumptions and have -

adequate opportunity to address them?

Fourth, to the extent the staff is able to secure data

purporting to show barriers to reimportation, how will it

6 o
See Memorandum C066-L-023, from Commissioner Cass to

the Directors of the Offices of Economics and Industries
and the Acting Director of the Office of Investigations.
The memorandum requests that the staff address ten sets of
questions which are attached to the memorandum. The
information requested in the attached list of questions
includes information about dumping margins, barriers to
reimportation, exporters' market power, substitutability
of goods, separation of markets, levels of sales in the
two markets, and various price elasticities.

>



54

advance the Commission's statutorily mandated analysis?
We believe it is important to consider this question, as
the gathering of this and other information ostensibly
showing the effects of dumping on the domestic

industry ’ could require expenditure of significant
resources by the parties to our investigations. To answer
this question, we must examine what assumptions the new
approach makes concerning dumping and how the model
proposes to use information about dumping.

The approach purports to compare the domestic
industry's actual performance with what the domestic
industry's performance would have been in the absence of
the unfair trade practice during the period of
investigation. ® This inquiry is the first of three
which comprise the analytical framework. . As we understand
it, these inquiries are to be made in turn, with the

. 9
second and third resting squarely upon the first. The

7 _ _ ,
Id. Some of the listed questions would appear to

require a significant amount of information about the
foreign market.

8
Microdisks at 60.

9 .

The second inquiry concerns the manner in which the
change in the market for imports from what would have
obtained absent the dumped imports affects domestic prices
and production of the like product. The third inquiry
focuses on the manner in which the changes in the market

(Footnote continued to page 7)
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first inquiry compares the actual volumes and prices of
the imports subject to investigation with an estimate of

the volumes,aﬁd prices that would have obtained had the
_ 10
imports been fairly traded. To do so, the model

specifies four pieces of information which are "necessary
to know" but typically unavailable: (1) when dumping
beoan, (2) the volume of unfairly traded goods, (3) the
dumping margin, and (4) the reason for the dumping. H

As to the first element--when‘dumping began--the model -
relies on "Commission practice" of assuming that "dumping
was constant" throughout the three-year period of
investigation. 12 While we are aware of no such

: i3
Commission practice, any such assumptions are

(Footnote continued from page 6)

from what would have obtained absent the dumped imports
affect employment and -investment in the domestic
industry. This structure "builds on conclusions in the
preceding inquiries." Id. at 72-74.

10

Id. at 74.
11

Id. at 75.
12

Id. at 76.
13

For purposes of determining which imports it will
examine or cumulate, the Commission must sometimes decide
whether to consider particular imports "unfairly traded".
This is not a statement as to whether imports are actually
dumped, but rather a determination that they constitute
merchandise subject to the 1nvest1gatlon. i.e., that which
has not been finally found to be sold at or above fair
value. ' . : S O ERR
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14
groundless. The Commerce Department's mandate under
the Tariff Act of 1930 is to determine whether dumping is
currently taking‘place. In this regard, Commerce
generally examines imports for only the six month period
prior to filing of the petition. 1o Even in those rare
cases where Commerce extends this period, however, no
assumptions can be made about dumping during time periods
other than those investigated by Commerce. Any such
assumptions would amount to a Commission determinatién of
dumping which would have no basis in the record énd,
consequently, a poor chance of survival in the Court of

International Trade.

As to the third element--the dumping margin--all that

exists at this preliminary stage is an allegation'gf
dumping, based on what little information the petitioner
was able to assemble at the time of filing the petition.
The most that can be said about these alleged margins is
that Commerce cénsidered them a sufficient basis to
initiate an antidumping investigation. Here, the alleged
margins are based on a comparison of published liét prices

which are several months old and may not reflect actual

14 :
For this is reason, the traditional bifurcated
analysis has been designed to avoid making any such
assumption.

15
Id. at 76.
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selling pfiées: these must be calculated using the
responses to Commerce's questionnaires and applying a
multitude of statutory and regulatory adjustments, which
in turn result from many legal, policy aﬁd accounting
calls by Commerce decisionmakers.

Given the complexity of the calculation and adjustmen§
methodologies applied to raw'prices to arrive at ex
factory Values, it is a mistake to assume that an alleged
dumping margin bears any resemblance to the preliminary
mafgin Commerce will calculate in the future. For these
reasons, we believe reliance on alleged dumping margins is
misplacéd in a'preliminary-determiﬁation. While it may
appear reasonable for the new approach to rely on alleged
margins*és "the best estimate of the margin of dumping" at
this étage, 1o we question whether reliance on éomething
so tenuous furthers the purposes of the statute.

Even‘in‘é final injury determination, however, dumping
margins do not offer a basis for concluding what the o
import pricé of merchandise would have been had it not )

been dumped. Dumping margins merely reflect the

difference between the adjusted United States price and

foreign'market value. They do not provide inﬁormation

1
i

about Qhétjeither value was before the mar!gini

16
' See Microdisks at 80..
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theoretically arose, or about the direction of movement in
the raw prices from which United States price and‘foreign
market value are derived. This is particularly true in
cases where the foreign market value used in calculating
the margin is based on a third country price or
constructed value. Thus, while it might be convenient to
employ assumptions about prices "but for" dumping, such
assumptions will never have a basis in the factual record.

In fact, the first opportunity a respondent has to
revise its pricing behavior--the first annual review of an
antidumping ordere-takgs place after the Commission's
final determination. This information is, of course,
inaccessible tb us in our determinations. o In any
case, there is nothing in the antidumping law that tells
réspondents how they must change their business practices
to eliminate dumping at the annual review stagé.

Given the problems presented by this first-stage
inquiry, we question whether the model offers a defensible

basis for determining what changes took place in the

17 :
In some cases respondents enter into suspension
agreements prior to the termination of an investigation.
Such an agreement usually terminates the Commission's
inquiry. In any case, the statute governing suspension
agreements does not specify how a respondent must revise
its import prices. to avoid breaching the agreement. The
only exception, an "agreement to eliminate injurious
effect," permits a limited amount of dumping to continue.
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market as a result of dumping, even if this inquiry were
18
itself perm1551b1e under the statute.

We are also concerned w1th the nethod to be used at B
the next stage of the ‘new approach the determlnatlon of
the 11ke1y change 1n prlce as a consequence of dumplng.
The apparent basis for this determination is the relative
sales volumes of the merchandise in the U.S. arid foreign
'markets. The operative assumption is as follows: the
higher the relative U.S. volume, the less the apparent
decline in the import price caused by sales at less than
fair value. 1o Unless we are mistaken we read this to

mean that, for example, where there is no home market for

the merchandise and . all of it is exported to the United

18

We are also concerned with an inherent contradiction
between the assumptions about dumping in the model and the
model's use of supply elasticities in an effort to gauge
the effects of the dumping. The model, as we understand
it, implies that dumping cannot exist unless the foreign
producers have some degree of control over their home -
market. However, in the presence of market power, supply
elasticities are meaningless. While supply may respond to
price changes, traditional economics would not consider
that response a supply elasticity because it derives from
the firm's strategic planning rather than market forces.
It is not possible to derive an elasticity from historical
changes in volumes and prices. It is also gquestionable
whether the Commission could "go behind" the supply
response to the strategic concerns that underly it.

19 .

Microdisks at 80-81. This theory is described more
fully in a recent article by a Commission economist. R.
Boltuck, "An Economlc Analysis of Dumping," 30 Sw1ss Rev.
Int'l Comp. .L. 23 (1987).
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States, there is also no price effect. We question

whether this outcome makes sense.

We encourage the parties to address these issues in

any final investigation.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On March 28, 1988, .an antidumping petition was filed with the U.S.
International Trade Commission and the U.S. Department of Commerce by Anilam
Electronics Corp., Miami, FL. The petition alleges that an industry in the
United States is materially injured and threatened with material injury by
reason of imports from Japan of digital readout systems and subassemblies
thereof, 1/ provided for in item 710.80 of the Tariff Schedules of the United
States (TSUS) or however elsewhere provided for in the TSUS, that are alleged
to be sold in the United States at less than fair value (LTFV). Accordingly,
effective March 28, 1988, the Commission instituted investigation No.
731-TA-390 (Preliminary) under section 733(a) of the Tariff Act of 1930 (19
U.S.C. § 1673b(a) to determine whether or not there is a reasonable indication
that an industry in the United States 1s materially injured, or is threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of such imports.

Notice of the institution of the Commission’s investigation 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 April 4, 1988 (53 F.R. 10953). 2/ The conference was held in
Washington, DC, on April 20, 1988. 3/

Effective April 22, 1988, the United States Department of Commerce
initiated an antidumping investigation to determine whether the subject
merchandise is being, or is likely to be, sold in the United States at LTFV
(53 F.R. 13302). 4/ .

1/ Digital readout systems provide linear or rotational displacement
information for high-precision industrial equipment such as metalworking
machine tools. The systems generally consist of an electronic console and one
measurement transducer for each axis of linear or rotational displacement to
be measured. Subassemblies consist of electronic consoles or transducers. (the
major components of digital readout systems); the major components of
electronic consoles, namely printed circuit boards; and the two major
components of transducers, namely glass strips with chrome grating, and
reading heads.

The products covered by this investigation are digital readout systems
and those subassemblies, and parts thereof, that. are dedicated exclusively for
use in the manufacture or production of digital readout systems. The term
"dedicated exclusively for use” only encompasses those subassemblies that are
specifically designed for use in digital readout systems, and may not be used
for other purposes. During the course of its investigation, the U.S.
Department of Commerce will determine whether certain subassemblies meet the
above criteria.

In a letter to the Commission dated May 5, 1988 the U.S. Department of
Commerce clarified the product coverage presented above.

2/ A copy of the Commission’s notice of institution is presented in app. A.
3/ A list of the witnesses who appeared at the conference is presented in
app. B.

4/ A copy of Commerce’s notice and letter of clarification are presented in
app. C.
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The Commission’s vote on this investigation was held on May 6, 1988. The
applicable statute directs that the Commission make its final injury
determination within 45 days after receipt of a petition, or in this case by
May 12, 1988. The Commission has conducted no previous investigations. on
digital readout systems and subassemblies thereof.

The Product

Description and uses

N

Digital readout systems.--Digital readout systems are devices that
provide linear or rotational displacement information for high-precision
industrial equipment. The systems are primarily used with manually operated
metalworking machine tools such as milling machines, lathes, boring mills, jig
borers and grinders, coordinate measuring machines, 1/ and other industrial
equipment requiring precision measurements. 2/ Digital readout systems do not
control the operation of machine tools automatically. They are used in
connection with machine tool operators, and provide operators with a digital
display . of a machine tool’s horizontal, vertical, or lateral movement
(displacement). Each digital readout system consists of a console and one
measurement transducer for each axis of linear or rotational displacement to
be measured.: Imported consoles and glass scale transducers do not differ
measurably from comparable U.S.-made products; imported magnetic scale
transducers are different from the types of transducers produced in the United
States, but digital readout systems containing imported magnetic scale
transducers compete to some extent with systems containing glass scales.

Subassemblies of digital readout systems consist of consoles or
transducers sold separately, and include the major component of consoles,
namely printed circuit boards, and the major components of transducers, e.g.,
glass strips with imprinted gratings; magnetized rods; disks; or reading heads.

Consoles’ --Consoles for digital readout systems are electronic assemblies
that collect displacement and directional information from one or more
‘transducers and produce a digital display of displacement for the user. A
console is generally made up of a housing, a keyboard with touch sensors,
digital displays, one or more printed circuit boards, and a power supply. The
foreign and U.S. producers all produce a number of models and the various
models generally differ only in the complexity of digital manipulation
capabilities. In addition to basic readout capabilities, the more complex
systems may have selectable resolution settings, memory capabilities to store
a number of coordinate locations for recall, correction factor capabilities
-for ‘'geometric errors, thermal shrinkage or expansion cutting tool diameter
offsets, and inch to metric conversions.

1/ Coordinate measuring machines check manufactured products to assure

" -conformance to specified dimensional requirements.

2/ It is generally not cost effective to use digital readout systems other
than with metalworking machine tools. However, these systems do have some
other specific applications such as with woodworking machines and with
machines for making printed circuit board layouts.
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Transducers.--Transducers for digital readout systems are devices that
"read” machine travel and displacement and encode data for display by
consoles. Transducers are produced in a number of sizes, lengths, and
resolutions in order to meet the physical requirements of the application.
According to industry sources, 12-, 16-,.30-, and 36-inch transducers account
for the bulk of total sales. In general, measurement lengths range from gbout
2 to 240 inches. There are a number of different types of transducers that
are suitable for use in digital readout systems; such transducers may also be
used in other applications, e.g., in computerized numerical controls.

Rotary encoders.--A rotary encoder transducer consists primarily of
a housing, a magnetically recorded metal disk, and a pickup sensor encased in
a housing. 1/ The pickup device senses recorded signals for transmission to
the console. Because the transducers transmit pulses based on the recording
or pitch of the rotary encoder, such transducers are not length dependent.

Rack and pinion.--Rack-and-pinion transducers consist primarily of
a metal rack, a pinion, and a rotary encoder. The pinion moves along the
rack, reading machine travel and displacement. The rotary encoder converts
the mechanical motion of the pinion gear to electrical signals. The encoded
signals are transmitted to the console for display. Rack-and-pinion
transducers account for a minor share of total U.S. consumption and are
generally used for applications longer than 10 feet.

Glass scales.--Glass scale transducers are the most widely used
transducers for digital readout systems in the United States. Such
transducers consist primarily of a strip of glass 1lmprinted with a vacuum
deposited chrome grating, encased in a housing, and fitted with a moveable
reading head that contains a light source and a photodetector that changes the
interference pattern of light to on-off electrical signals. The housing is
fitted with an elastomer seal along the path of the moveable head to minimize
the effect of factory contaminants such as oil, chips, dust, and coolants.
Such transducers are available in various dimensions, generally not over 120
inches. :

Magnetic scales.--Magnetic scale transducers employ permanent
magnetic fields to measure displacements. A magnetic recording in a specially
designed alloy rod is read by a pickup head. The transducers are available in
various sizes ranging from 2 inches to any desired length. Magnetic scale
transducers tend to be capable of higher resolution than glass scales, may be
" even less sensitive to dirt and other environmental problems, and command a
price premium.

1/ There are also ”"track sensitive” transducers that use hardened, finely
scratched gauge-wheels that act as a pinion. The gauge-wheel senses linear
movement and translates it into rotary motion. Rotary motions are then
converted into digital pulses and transmitted to the console.
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Inductosyn (rgg}stered trademark) . --Inductosyn transducers are
maufactured only in the United States. Farrand Industries, Inc., Valhalla,
NY, is the producer. 1/ As in the magnetic scale transducer, the inductosyn
transducer measures by exploiting magnetic fields. However, the inductosyn
transducer has an excited magnetic field rather than a permanent magnetic
field. Inductosyn transducers tend to be * * %, and are used in especially
high-precision applications, including military and aerospace applications.

Laser.--Laser transducers are capable of achieving the highest
resolution of all transducers. They are also much more costly than other
transducers. They are principally used in calibration and in scientific
applications, although such transducers are apparently used in some machine
tools. 2/ Laser transducers are generally not used in factory environments
because they are too sensitive to vibration and require humidity and
temperature compensation. 3/

Substitute products

Some products, which are not subject to this investigation, may be
considered substitute products. The most important of these substitutes are
described below.

Computerized numerical control systems.--Computerized numerical control
(CNC) systems for machine tools and some other industrial processes, in which
numerical values correspond to desired position of tools or controls, enable
‘machine tools to perform the machining functions automatically. Machine tools
with CNC systems may use the same transducers as those used in digital readout
- systems. Respondents contend that sales of CNC's have adversely affected
those of digital readout systems. 4/ Additional discussion of the possible
effects of CNC’s on the market for digital readout systems is presented in the
section of this report entitled ”"The U.S. market.”

1/ There may be some additional production in the United States of inductosyn
transducers under license from Farrand.

2/ Postconference brief of Wilmer, Cutler & Pickering on behalf of Sony.
Magnescale, Inc., Apr. 22, 1988, annex A, p. 7.

3/ Anilam stated % % * ”"Laser transducers: Anilam . . . did not include this
type of digital readout system in its petition. We do not consider it to be a
like product.” ‘

4/ Transcript of the public conference, p. 59. 1In addition, ¥* * * stated that
the development of CNC’s ”has had a major impact on the DRO market during the
last couple of years. The CNC is a much more sophisticated type of measuring
device. Even though it is a somewhat more expensive product, the price
"difference is narrowing and many DRO customers (especially the larger and more
sophisticated ones) are switching from DRO’s to CNC’s. Anilam itself is
actively marketing this competitive product.”
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Trav-A-Dial (registered trademark).--The Trav-A-Dial, a mechanical
readout system produced by Southwestern Industries, is a "stand alone” piece
of equipment that performs a similar function as digital readout systems. The
Trav-A-Dial is an older technology than that of digital readout systems. It
was the industry standard during the 1960’s and 1970’s. In a Trav-A-Dial, the
sensors are made up of gears. The sensor moves along the measured surface
and, simultaneously, the motions are displayed on a dial face by a sweep hand.

Manufacturing processes

Both U.S. and foreign producers assemble transducers, consoles, and many
of the major components by assembly line processes. In the assembly line
process, each worker performs one or more tasks until the product is assembled.

The consoles and transducers are made up of a number of parts and
components that may be produced in-house or purchased from outside sources.
Most of the purchased items are off-the-shelf products and the remainder are
custom-made products. Therefore, the value added by the manufacturers varies
from one producer to another, depending on the value of parts and components
produced in-house or purchased from outside sources.

The assembly of consoles encompasses the following primary stages.
First, a faceplate is attached to a base. The faceplate consists of a sheet
metal panel to which is pressed a lexan overlay containing windows and
lettering. A keyboard is fastened to this assembly and a printed circuit
board containing logic circuitry is attached. Then a rear panel containing
power supply components, signal interfaces, and interconnecting harnesses is
fastened. Finally, a metal cover (housing) is fixed around the entire
-assembly. ' E

Housing and faceplates for the consoles may be made by the producers of
digital readout systems or purchased. A number of manufacturers produce their
own printed circuit boards. However, the various electronic components that
make up the completed circuit boards are generally attached to the board
in-house in an assembly line production process.

With regard to transducers, some manufacturers produce their own
vacuum-deposited chrome grating strips for glass scale transducers, whereas
others purchase them from outside sources. The same is true for housings.
Reading heads are generally assembled in-house and are made of components
produced in-house and/or purchased from outside sources. Cables are usually
purchased from outside sources. o

The production of glass scales for glass scale transducers entails a
number of stages. In the first stage, the glass is cut into strips of the
"desired dimensions; then it is edged, washed, sprayed with chrome (which is
done in a glass coater), and photosensitized. At the latter stage, a
mechanically edged master copy with the desired resolutions is placed against
a photosensitized glass strip for exposure to a light source in order to
create what is essentially a negative. Acid will then be used to remove the
chrome to expose the precisely spaced lines on the glass strip.
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The assembly of rotary transducers consists of the following steps.
First, a coupling hollow shaft is attached to a metal base with mounting
brackets, followed by fastening a magnetized metal disk. Then a large-scale
integrated circuit, reading head, and interconnecting harnesses are attached.
Finally, the cover (housing) is affixed to the entire assembly.

The metal rods for permanently magnetized magnetic scales are made of a
special alloy. The alloy rod is magnetized by a laser device to record
magnetic graduation on the rod, with each polarity taking up a space
equivalent to the fixed wavelength on a sinusoidal or sine wave.

At the time of installation, metal brackets ate generally used to attach
the consoles and/or transducers to the industrial equipment, and cables are
"utilized to interconnect the transducers and the consoles.

U.S. tariff treatment

Digital readout systems and subassemblies thereof are classified in TSUS
item 710.80, and statistically reported under item 710.8080 of the Tariff
Schedules of the United States Annotated (TSUSA). 1/ The most-favored-nation
(MFN) (column 1) rate of duty 2/ since January 1, 1987, applicable to imports
of digital readout systems and subassemblies thereof, is 4.9 percent ad
valorem. 3/ This duty rate applies to imports from all countries other than
the Communist countries enumerated in TSUS general headnote 3(d), 4/ except
for MFN-source imports that qualify for preferential tariff programs. 5/

1/ According to information supplied by * * %, digital readout systems and the
two major subassemblies have been classified in TSUS item 712.49 and have been
statistically reported under TSUSA items 712.4950 or 712.4975, at a col. 1
rate of duty of 4.9 percent ad valorem. The National Import Specialist of the
U.S. Customs Service indicated that the digital readout systems imported by

* % % should be classified in TSUS item 710.80.

2/ The MFN rates of duty in rate col. 1 of the TSUS generally represent the
final stage of the reductions granted in the Tokyo Round of the Multilateral
Trade Negotiations.

3/ In addition, pursuant to the Omnibus Budget Reconciliation Act of 1986, a
user fee (to cover the cost of the U.S. Customs Service’s processing of
imports) of 0.17 percent ad valorem on most imports is in effect.

4/ Col. 2 rates of duty apply to products of these countries, which currently
include all Communist countries except the People’s Republic of China,
Hungary, Poland, Romania, and Yugoslavia, all five of which are eligible for
MFN treatment.

5/ Preferential tariff programs include. the Generalized System of Preferences
(GSP), which affords nonreciprocal tariff preferences to developing countries
to aid their economic development; the Caribbean Basin Economic Recovery Act
(CBERA), which grants nonreciprocal tariff preferences to developing countries
in the Caribbean Basin area to aid their economic development; and the United
States-Israel Free Trade Area Implementation Act, which applies to products of
Israel.
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Digital readout systems and subassemblies thereof are provided for in
subheading 9031 80.00 of the proposed Harmonized Tariff Schedule of the United
States l/ : .

- - . . R 1.

Naturé and'gktent of Alleged Sales at LTFV

The petition alleges that’ digital readout systems or subassemblies
thereof from Japan are being offered for sale and sold in the United States at
LTFV. Evidence provided in the petition for the allegation of sales at LTFV
consists of (1) a comparison of price lists for sales in Japan by Mitutoyo
Manufacturing Co., Ltd., a Japanese producer of digital readout systems, with
a price 1list for sales in the United States by MTI Corp., Paramus, NJ, which
imports and resells the subject products from Mitutoyo; and (2) a comparison
-of the price offered by a U.S. distributor for a digital readout system
" produced in Japan with the price offered by Mitutoyo for the same system to a
Japanese distributor.  Alleged dumping margins for three types of digital
readout systems examined by the petitioner range from 62 percent to 104 '
percent.

The U.S. Market

Digital readout systems are principally sold for use with machine tools,
where they are mounted on machine tools that have human operators. The
digital readout systems enable operators to increase the machine tools’
productivity by monitoring the machines’ accuracy and adjusting the machines
accordingly. Digital readout systems are either retrofitted on machine tools
_already in use, or are installed on new machines in the original-equipment
manufacturer (OEM) market.

The machine tool market for digital readout systems is affected by two
-~ factors. The first, although not necessarily the more important, is the
* ‘extent to which imported machine tools already include digital readout systems
when they are imported. Several firms that responded to the Commission’s
questionnaire sent to importers stated that they had imported machine tools
that already included such systems. Although no data are currently available,
it is probable that digital readout systems enterirg the United States as part
of imported machine tools account for a minority share of the digital readout
systems in use in the United States.

1/ The Harmonized Commodity Description and Coding System, known as the
Harmonized System or HS, is intended to serve as the single modern product
nomenclature for use in classifying products for customs tariff, statistical,
and transport purposes. Legislation to replace the TSUS with an HS-based
tariff schedulée known as the Harmonized Tariff Schedule of the United States
is not yet law.
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The second factor that may affect digital readout systems in the machine
tool market is the extent to which digital readout systems are being displaced
by CNC equipment, especially in the OEM market. 1/ It appears that there may
indeed have been some displacement in the OEM market, where it may be cost
effective for owners of new plants or new machine tools to incur the
substantially higher costs of installing CNC’s and dispensing with the
employment costs that would be incurred in using machine tool operators. The
extent to which such displacement may have occurred is unknown, although any
such displacement is likely to be a gradual displacement over time.

Apparent U.S. consumption

Data presented in table 1 on the apparent consumption of digital readout
systems consist of data on the apparent consumption of the number of consoles
for digital readout systems, since there is always only one console per
system. The data are composed of U.S. producers’ reported domestic shipments
of consoles plus U.S importers’ reported domestic shipments of consoles.
Apparent U.S. consumption of digital readout systems (consoles) decreased by
6.3 percent in 1986 and by 7.1 percent in 1987; the decrease between 1985 and
1987 amounted to 13.0 percent.

Table 1
Digital readout systems U.S. producers’ and importers’ domestic shipments
and apparent U.S. consumption 1/ 1985-87

(In units)
Item 1985 1986 1987
U.S. producers’ domestic shipments.... 15,967 14,463 13,400
U.S. importers’ domestic shipments.... 7,358 . 7,382 . 6,900
Total apparent consumption........ 23,325 . 21,845 . 20,300

1/ The data consist of data on the apparent consumption of consoles for
digital readout systems, since there is always only one console per system.

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

.

Al/ * % % a domestic producer of.digital readout systems, stated "The

introduction of and increased marketing of NC and CNC machine tools has
displaced the need for digital readout systems.”

* % %, when asked * * * whether CNC’s have taken any business away from
digital readout systems, said ”"Yes. More original equipment is now computer
numerically controlled.”

It was contended by some of the respondents at the public conference that
such displacement is due in part by alleged efforts by Anilam to encourage its
salespeople to sell CNC’s instead of digital readout systems.



U.S. producers

Twelve firms are known to have produced digital readout systems or
subassemblies thereof in the United States during 1985-87. The 12 firms,
their positions regarding the petition, and their shares of reported U.S.
production of consoles and of transducers for digital readout systems in
1987, are presented in the following tabulation:

Share of the quantity of U.S.
production in 1987--
Of consoles 0f transducers

Position on

Producers the petition (Percent) (Percent)
Acu-Rite.................. Supports..... ik *kk
Anilam Electronics........ Supports..... Jedede 1/
Compumotor/Spaulding...... * ok k 2/ ... "3/ 3/
D-ANN.......coviiviineenn * koK, 4/ 5/
Dynamics Research......... L A 6/ 7 [k
Elm Systems............... ok ok, ..., 8/ el
Farrand Industries........ * Rk, ..., *kk Yeicke
Quality Measurement ‘
Systems................. * ko, ..., Fekek Fedeke
Sargon Industries......... Supports..... Fedede Frded
Southwestern Industries... * * % 9/..... alatd Frivk
Teledyne Gurley........... ok ok, L, L., 10 /%% Fededke
Tri-Onies................. ok ok, ..., fadadad fadalad

w3
[°]
t
w
'—l
'—l
o
o
o
H
o
o
o

1/ Anilam * * ¥,
2/ * % %,

3/ k Kk k. Kok K,
4/ D-ANN’s production data * * %,

5/ % % %,
6/ Dynamics Research did not produce consoles in 1987

console operation to D-ANN in early 1986.

Anilam purchases % % % its transducers.

W

D-Ann produced **% consoles in 198?.

O |0

It divested its

7/ * * %
8/ % * %
9/ * % %, % % % stated in a letter % % ¥ "%k % * 7,

10/ Teledyne Gurley * * %,

The producers that support the petition accounted for over 95 percent of
U.S. production of consoles in 1987, and over 90 percent of reported U.S.
production of transducers.

The list of producers of digital readout systems does not include the few
producers of laser transducers, and does not include Metronics, Inc.,
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Manchester, NH. 1/ Also excluded is Heidenhain Corp., Elk Grove Village, IL,
which produced consoles in connection with * % %, and * * * has assembled

* % % of its transducers in Elk Grove Village, with about .a *¥* percent value
added in the United States. 2/ Heidenhain reportedly only competes in. the
very high end of the market for digital readout systems. * % %,

Some firms produce the entire digital readout systems and others produce
simply the consoles or the transducers, as shown in the following tabulation:

Production ~Production of

Producer of consoles "~ transducers
Acu-Rite.................. Yes............ Yes, glass scales.
Anilam Electronics........ Yes......oo.o... Yes. 1/ .
Compumotor/Spaulding...... Yes............ Yes, rack and pinion.
D-ANN. ... ..t viiriennernnnn Yes....... e Yes, glass scales.
Dynamics Research ......... No........... .. Yes, glass scales.
Elm Systems............... Yes....... e 2/
Farrand Industries........ Yes......oniuns Yes, inductosyn.
Quality Measurement :

Systems................. Yes............ Yes, glass scales.
Sargon Industries......... YeS. .. ooienunn -Yes, glass scales.
Southwestern Industries... Yes............ Yes, gauge wheel encoders.
Teledyne Gurley........... Yes............ Yes, glass scales.
Tri-Oniecs...... e Yes............ Yes, glass scales.

1/ Anilam produces * * *,rack:and-pinion transducers. ¥ % %,
2/ % k %k,

Anilam.--Anilam Electronics Corp., Miami, FL, the petitioner in this
investigation is a wholly owned subsidiary of Core Industries, Inc.
Bloomfield Hills, MI. Anilam produces c¢onsoles for digital readout systems as
well as CNC retrofit packages; CNC machine tool packages; and CAD/CAM systems
and software. Anilam produces * * * rack- and\pinion 3/ transducers. % % % of
the transducers that Anilam sells as part of its digital readout systems are
glass scales that are * * %; during 1985-87 about *¥*¥ percent of its glass
scales were * * %; most of the remainder were * * %, % % *.  The foreign
content share of the cost of goods sold of Anilam’s digital readout. systems
was *¥%k percent in 1985, *%* percent in 1986, and *¥* percent in 1987, owing
to its imports of transducers.

1/ In an attachment to Metronics’ response to the Commission’s questionnaire,
% * * said that ”* % * 7 Metronics was acquired by Acu-Rite, * * %, in
November 1986. Metronics % * %, Metronics is known to * * *. Metronics’
domestic shipments of consoles amounted to *¥* units, valued at $*¥%, in 1985;
dik units, valued at $%*%, in 1986; and ¥k units valued at $*%%, in 1987.

A telephone conversation of a member of the Commission staff with % * *
of Anilam on Apr. 22, 1988, confirmed that the type of console produced by
Metronics is quite different from the type on which Anilam has filed this
petition; in fact, Anilam * * *,

2/ Telephone conversation with * * %, % % %, However, in subsequent
telephone conversations with a member of the Commission staff, that indication
was qualified owing to the * * ¥,

3/ % k%,
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Acu-Rite.--Acu-Rite Inc., 1/ Jamestown, NY, * * ¥ was established as_a
separate company in 1985 when Bausch & Lomb., Inc., Rochester, NY, sold its
digital readout system business to Dr. Johannes Heidenhain GmbH, Traunreut,
West Germany. 2/ Acu-Rite produces consoles and glass scale transducers for
digital readout systems in separate facilities in Jamestown, and * * %, 3/
Acu-Rite is currently building a new facility near Jamestown in which all of
its operations will be consolidated.

* % % of Acu-Rite’s transducers are sold for use in digital readout
systems, * * * (approximately *¥%* percent of its domestic shipments in 1987)
are sold for use in CNC’s. Acu-Rite has * * *,

Acu-Rite has recently marketed a new product called a vision readout
(VRO) system. The VRO system is similar to a digital readout system except
that the VRO console has a cathode-ray tube display instead of the
light-emitting diode display common to digital readout consoles. The VRO
systems compete against domestically produced and imported digital readout
systems. 4/

Acu-Rite owns Metronics, Inc., Manchester NH, which produces consoles
that can theoretically be used in digital readout systems for machine tools,
but in practice are used in * * *  Metronics sells an * * *,

Compumotor/Spaulding. - -Compumotor/Spaulding Instruments, Duarte, CA, a
division of Parker Hannifin Corp., Cleveland, OH, since December 1986,
produces consoles and rack-and-pinion transducers. According to * % *,

"h Kk Kk 7 ok Kk %, 5/ Compumotor/Spaulding had about §$*%** in sales at its peak
in * * %*; sales of consoles and transducers * * %, He said that there is no
* Kk %k, imports from Japan currently have higher prices. * % % and * * * have .
low prices

D-ANN. - -D-ANN Manufacturing, Inc., Winsted, CT, was formed in late
1985/early 1986 when the console-producing operations of Dynamics Research
Corp., Wilmington, MA, were sold to a new entity, D-ANN. D-ANN currently
produces consoles as well as transducers. The etched glass for its
transducers is * * *,

l/ On Jan. 18, 1988, Acu-Rite: provided a brief letter in support of the
petition; the letter is contained in exhibit 1A of the petition. = In addition,
on Apr. 21, 1988, Acu-Rite provided a supplementary letter of support; the
letter appears in app. D of this report.

2/.Dr. Johannes Heidenhain GmbH also owns Heidenhain Corp., Elk Grove Village,
IL, a U.S. importer of digital readout sytems. or subassemblies thereof that

also has assembly facilities in the United States * % % gtated * * * that
* Kk %k, . ,

3/ Acu-Rite also * * %,
4/ According to * ¥ *,
* % % indicated that VROs are sold in a different market from that of
DROs.
5/ However, he questioned why the U.S. Government requires only a magnetic

scale for its purchases, such scales being produced in Japan.
% % % stated that "% ®* %, % * * 7

8
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Dynamics Research.--Dynamics Research Corp., Wilmington, MA, produced 1/
consoles for digital readout systems until late 1985/early 1986, when it
divested its digital readout system operation to D-ANN. * * * gtated that
* % %, They had two divisions, of which one produced consoles, prior to the
sale. They were * % * "k % %7 2/ ;

Dynamics Research Corp. continues to produce glass scale transducers,
both linear and rotary, but according to * * *, 3/ However, its sales are
quite * * *  Dynamics Research Corp. * ¥ *, 4/ The data indicate that its
domestic shipments of glass encoders, both linear and rotary, were valued at
$xk In 1985, $%%%x in 1986; and $¥¢** in 1987. 5/ )

Elm Systems.--Elm Systems Inc., Wauconda, IL, produces consoles for
digital readout systems and rotary encoders for its own coordinate measuring
machines. Elm Systems also produces height gauges. Elm Systems’ sales of
consoles are % % %, % % % said that ”"Anilam has a very valid case.” He said
that ”"Imports from Japan of such products caused Elm to go into bankruptcy in
1982.” 6/ He said that Japan "destroyed the market, but a long time before
1985.”

Farrand.--Farrand Industries, Inc., Valhalla, NY, produces consoles for
digital readout systems, as well as inductosyn (registered trademark) ,
transducers. % % % but its transducers are sold for a number of applications,
including military and aerospace applications. The unit values of Farrand'’s
consoles ($*** in 1987) and transducers ($*** in 1987) are * * * than the unit
values of * * ¥, According to * * *, Farrand’s scales 7% *.%.” 7/ ° In an
April 21, 1988, telephone conversation, * * % said that the digital readout
systems sold by Farrand don’t compete with the Japanese products.

Quality Measurement Systems.--Quality Measurement Systems Corp., Macedon,
NY, is wholly owned by QMS Holding Corp., Macedon, NY. Quality Measurement
Systems produces consoles and glass scale transducers for digital readout
systems, and digital inspection systems, custom gauging, and software.

Quality Measurement Systems’ domestic shipments of consoles and transducers
* % ok, _

1/ Dynamics Research Corp. * * % 7% % %, & % % 7

2/ Telephone conversation with a member of the Commission staff.
3/ % ok, Kok %, :

6/ Telephone conversation with a member of the Commission staff, Apr. 6, 1988.
7/ Although Farrand’s transducer is different from those of all the other U.S.
producers, the data for Farrand are included in the data presented in the
section of this report entitled "Consideration of alleged material injury”
because Farrand does sell some digital readout systems and such systems
contain its transducers; a spokesman for Farrand stated in a telephone
conversation that the transducers not going into digital readout systems are
% % % those that do go into such systems.
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Sargon. --Sargon Industries, Inc., Chatsworth, CA, an entrant into the
industry in the early 1980’s, produces consoles and glass scale transducers
for digital readout systems. 1/ Sargon’s * % *. 2/ Representatives of Sargon
appeared as witnesses in support of the petition at the Commission’s public
conference. 3/

Southwestern Industries.--Southwestern Industries, Inc., Los Angeles, CA,
produces consoles for digital readout systems as well as machine tool CNC
systems in its Los Angeles facility. Its wholly owned subsidiary, Primus
Mfg., Inc., San Lorenzo, PR, produces transducers and mechanical readout
systems. The type of transducer produced by Primus is called a ”"TRAK Sensor”
and is used in digital readout systems and in computerized numerical control
systems. 4/ The mechanical readout system produced by Primus is called.a .
Trav-A-Dial. It is a ”stand alone” piece of equipment that performs a similar
function as digital readout systems. 5/ Southwestern Industries * * * the
petition in this investigation. 6/

Teledyne Gurley.--Teledyne Gufley, Troy, N?, a division of Teledyne
Industries, produces glass scale transducers for digital readout systems.
Teledyne Gurley’s consoles for digital readout systems are produced * * ¥,

Tri-Onics.--Tri-Onics, Inc., Highland, IL, sells consoles and transduoers
for digital readout systems. * % % ., % % %,  Tri-Onics’ net sales of digital
readout systems (excluding brackets and accessories) * * *. 7/ According to

1/ % % %, % % %,

2/ % k%,

3/ A representative of Sargon stated at the public conference that in early
1979, with the average price for a digital readout system at about $1,500,
Sargon began to develop "a low-priced” system. ”After 18 months of research
and development . . . Sargon began production on a low-cost DRO. Demand
exceeded sales” (transcript of the conference, p. 15). :

* % ¥, in discussing what it stated to be a trend towards a very
price- conscious market, stated that ”Beginning with Sargon the low cost
milling machine packages were introduced and had a tremendous impact on
existing firms’ marketing response. This has continued in spite of a
decreased or a minimal growth market.”

4/ The TRAK Sensor uses a gauge-wheel that rolls along the measured surface,
and is different from the standard types of transducers produced by other
firms. It is neither a glass scale nor a magnetic scale; it is somewhat akin
to a rotary encoder. Southwestern Industries * % ¥ "% % * #

5/ The Trav-A-Dial is * * %, It is an older technology. It was the industry
standard through the 1960’s and 1970's, * * *. Southwestern now sells about
*%* Trav-A-Dials per year. Data on the Trav-A-Dial * * *,

6/ In an Apr. 17, 1988, telephone conversation, * * * said that "* * ¥,

% % % 7 However, he said that 7* % % % % %  He said that % % %, % % %,

* % % said that the industry has become more and more price competitive.
Digital readout systems sell for * * *, Technology has helped to make this
possible. However, the market is also saturated; there are fewer and fewer
manual machine tools being used in the United States. The market is shrinking
and competition has become more and more cutthroat. * % % % % %,

7/ Tri-Onics * * *,
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% % %, the firm has ”very definitely seen encroachment on their business from
Japanese firms.” He mentioned competition from * * *, He also said that the
market for digital readout systems peaked in the late 1970's. * * ¥*,

U.S. importers

Eight firms accounted for all known imports of digital readout systems or
subassemblies thereof during 1985-87; five of the eight importers import from
Japan. The Commission sent its questionnaire to each of the 6 importers
identified in the petition and also to approximately 80 other firms that were
identified by the U.S. Customs Service as having Imported merchandise that was
classified for statistical purposes under TSUSA 710.8080, i.e., the item under
which digital readout systems or subassemblies thereof presumably are
classified. All the known major importers provided data in response to the
Commission’s questionnaire. The importers and their respective shares of
imports in 1987 are presented in table 2.

Table 2
Consoles and transducers for digital readout systems: U.S. importers and

their shares of the quantity of U.S. imports from Japan and from all sources,
1987 1/ . '

1/ % * %,

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

Each of the U.S. importers of digital readout systems or subassemblies
thereof are discussed below. '

Anilam.--As mentioned in the section of this report entitled "U.S.
producers,” Anilam Electronics Corp., Miami, FL, the petitioner in this
investigation, imports transducers from * % %; ¥%¥% percent of its transducers
were imported from * * * during 1985-87.

Fagor.--Fagor Automation Corp., formerly known as Aurki Corp., Elk Grove
Village, IL, imports digital readout systems or subassemblies thereof from its
parent company, Aurki S. Coop. Ltda., Mondragon, Spain. Fagor imports and
resells transducers and consoles, and has also imported * * *. 1Its U.S. sales
of the subject products are used ”"* % *.” Fagor also stated in its response
that "% % % ”

Futaba.--Futaba Corp. of America, Compton, CA, is wholly owned by Futaba
Corp. in Japan. Futaba imports consoles and glass scale transducers for
digital readout systems. 1/

1/ Futaba also imports * * *,
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Heidenhain.--Heidenhain Corp., Elk Grove Village, IL, is wholly owned by
Dr. Johannes Heidenhain GmbH, Traunreut, West Germany, and is a sister company
to Acu-Rite, Inc., Jamestown, NY, * * *, Heidenhain Corp. * * *, and
assembles * * * of its transducers * * * in Elk Grove Village, with about a'
#%% percent value added in the United States. Heidenhain * ¥ %, 1/
Heidenhain reportedly competes in the high end of the market for digital
readout systems. * * ¥, 2/ ' )

MTI.--MTI Corp., Paramus, NJ, was % ¥ ¥, MTI is * * *, MTI imports
consoles and glass scale transducers produced by Mitutoyo Mfg. Co., Ltd., for
digital readout systems. 3/

According to * * %, in July 1987, it began a "* * * assembly operation
* % ¥ linear scales (transducers) in Plymouth, Michigan, * * *.” In its U.S.
operation in 1987, MTI expended $*¥** for imported raw materials, $*¥* for
domestically produced raw materials, $*¥%* for direct labor costs (including
training costs and expenses), and $¥** for other assembly costs, including
* % % assembly costs and depreciation and amortization. * * ¥*, :

.Nikon.--Nikon, Inc, Garden City, NY, is wholly owned by Nikon Americas
Inc., Garden City, NY. Nikon has imported consoles and transducers produced
by Nippon Kogaku K.K., Tokyo, Japan. 4/ The transducers imported by Nikon
consist principally of * % *.,. * % * Nikon's imports of consoles and
transducers have been used in * * %; accordingly, Nikon’s imports * % *, 6 5/
Nikon began to * * *,

Sokki.--Sokki Electronics U.S.A., Inc., Des Plaines, IL, is ¥¥%¥ percent
owned by Sokkisha Co., Ltd., Tokyo, Japan, and *¥%* percent owned by Sokki
Electronics Corp. of the same address as Sokkisha in Tokyo. 6/ Since it began
operations in February 1985, Sokki Electronics U.S.A. imported consoles,
magnetic scale transducers, and * * * produced by Sokki Electronics Corp. in
Japan. 7/ Sokki Electronics U.S.A., Inc., then sells the material to
distributors and OEM’s in the United States. Most of Sokki’s imports of
consoles and glass scale transducers are sold for * * *,

1/ % % k. ok ok k. ok ok . Kk ok ok, Kk ok Kk, Kk Kk %,

2/ According to * * %, ¥ % %,

3/ MTI also imports * * *,

4/ Nikon also imported ¥ * *, -

5/ Nikon’s imports of consoles amounted to *** units, valued at $*¥* in 1985;
*%% units, valued at $*%%, in 1986; and * * *, Nikon's imports of transducers
amounted to *** units, valued at §¥*¥, in 1985; *%* units, valued at $¥¥**, in
1986; and *** transducers, valued at §¥**, in 1987.

6/ % % %,

7/ Sokki also imports * * *,
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Sony Magnescale.--Sony Magnescale America, Inc., Orange, CA, known as
National Machine Systems until April 1, 1988, 1/ imported consoles and
magnetic scale transducers 2/ for digital readout systems during 1985-87. The
magnetic scale transducers imported by Sony Magnescale are far more costly
than the glass scale transducers that comprise most of the U.S. market for
transducers for digital readout systems, but may be purchased by customers in
lieu of such glass scales. 3/ Approximately *¥* percent of all transducers
imported into the United States by Sony Magnescale in 1987 were sold for use
in CNC’'s. 4/

Channels of distribution

Digital readout systems and subassemblies are sold to both distributors
and original-equipment manufacturers. The majority of digital readout systems
are sold to distributors for resale to the retrofit market; machine shop
owners purchase digital readout systems from distributors and install them on
machines that are already in place in the factory. Distributors generally
stock a variety of consoles and transducers and sell complete digital readout
systems that fill the specific need of the machine shop owner or machine
manufacturer. Some sales are made directly to original-equipment
manufacturers, e.g., mill machine manufacturers, which install the digital’
readout systems on the new machines and sell the machines to mill shops.

U.S. producers and importers were requested to report the number of
transducers and of consoles that were shipped to distributors and directly to
original-equipment manufacturers and end users. .In 1987, 72 percent of the
consoles and 50 to 55 percent of the transducers sold by producers in the
domestic market were sold to distributors. Questionnaire responses from
importers of the subject products from Japan indicate that the channels of
distribution are similar to those of the domestic products. 1In 1987, % % %,

Subassemblies of digital readout systems, i.e., consoles and transducers,
can be sold as separate pileces. Distributors who purchase these subassemblies
separately usually do not mix a console of one producer with a transducer of
another. 5/ Although it is sometimes possible to combine components of

1/ As of Apr. 1, 1988, * * * National Machine Systems’ assets were purchased
by Sony Magnescale America, Inc., a. wholly owned subsidiary of Sony
Magnescale, Inc., of Japan. ' :

2/ It also imported * * ¥,

3/ K ke kM ok ok, koK kM . .

4/ Sony Magnescale reported to the Commission its imports of transducers sold
for use in digital readout systems and also its imports of transducers sold
for use in CNC’s. The U.S. Department of Commerce, in its notice of
initiation, excluded from the scope of this investigation subassemblies of
digital readout systems, and parts thereof, that are not dedicated exclusively
for use in the manufacture or production of digital readout systems.

3/ Transcript of the conference, p. 37, and staff interview with * * *,

Apr. 14, 1988.
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different producers, these components are not always compatible. Although
warranties are generally supplied by the manufacturer, the distributors are
the link between the producer and the end user. Thus, if problems occur, the .
distributor is responsible for determining which part caused the problem in '
order to notify the manufacturer that is responsible.

In response to the question in the Commission’s questionnaire ”Are the
majority of your firm’s sales of digital readout systems made as packages?,”
five producers, * * *, answered ”"Yes,” and three producers, * * *, 6 answered
"No.” Of the * * * importers from Japan, * * % responded ”Yes,” * % ¥
responded "Yes (% % %) ,” and * ¥ * and ¥ * % responded "No.”

Consideration of Alleged Material Injury

In order to gather data on the question of material injury to the U.S.
industry producing digital readout systems or subassemblies thereof,
questionnaires were sent to the six firms listed in the petition as current
producers and to five additional firms listed in appendix 11 of the petition
as having produced the subject products in 1980. Questionnaires were also
sent to 14 other firms believed to be possible producers; names of these firms
were obtained from the Thomas Register and from other sources. Ten of the 1l
firms named in the petition as current or past producers provided data in
response to the Commission’s questionnaire; the remaining firm provided some
data via telephone, as did * % %, Accordingly, the data appearing in this
section of the report represent the great bulk (perhaps close to 100 percent)
of the U.S. industry producing digital readout systems or subassemblies
thereof during the period covered by this investigation.

U.S. capacity, production, and capacity utilization

Capacity.--The capacity data presented herein are somewhat inexact for a
number of reasons. 1In some cases the data provided to the Commission are the
result of allocations made by firms that produce other products on the same
equipment. In some cases capacity data are difficult to determine because
capacity depends on the extent to which subassemblies are contracted out by
the producing firms. In some cases firms reported substantially higher
capacity than production because once the machinery and equipment to produce
the subject products is in place, there are few practical constraints to the
production of substantial additional product if extra shifts are added.
Moreover, the reported capacity data may be influenced by shifts in the mix
within the types of consoles or transducers produced.

U.S. producers’ capacity to produce consoles decreased by 1.1 percent in
1986 and increased by 13.5 percent in 1987 (table 3). The reported increase
in capacity in 1987 is * * %, % % * reported a capacity increase of ¥¥¥
consoles owing to * * *, % % % reported a capacity increase of *¥* consoles

owing to % * *, % % % reported a capacity increase of *¥%* consoles owing to
d ok ks ok kK
; .
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Table 3
Consoles and transducers for digital readout systems: U.S. producers’
average-for-period capacity, production, and capacity utilization, 1985-87

Item 1985 1986 1987
Consoles:
Capacity: :
107+ 18 - 3 53,699 - 53,099 60,249
Percentage change......... PRI - -1.1 13.5
Production:
Units. . ...oiiiiinn ittt 23,942 ‘ 21,628 24,981
Percentage change...... e ' - -9.7 15.5
Capacity utilization (percent)..... 44 .6 40.7 41.5
Transducers:
Capacity:
Units. ... coiiiiiiiiiiii e 158,088 158,088 172,888
"Percentage change................ - . - 9.4
Production: ‘ ' .
Units. .. ittt - 43,385 41,198 45,406
Percentage change................ - -5.0 10.2
Capacity utilization (percent).....  27.4 26.1 26.3

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

U.S. producers’ capacity to produce transducers remained constant in 1986
and increased by 9.4 percent in 1987. The reported increase in capacity in
1987 is * % %, % % % has the largest capacity, amounting to * ¥ *,

Production.--Reported U.S. production of consoles for digital readout
systems decreased by 9.7 percent in 1986 and increased by 15.5 percent in 1987
to a level 4.3 percent above that of 1985. Production data for each of the
reporting producers are presented in table 4.

Table 4

Consoles and transducers for digital readout systéms: U.S. production, by
products and by firms, 1985-87

* * * * * * ’ %*

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission. :
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Production by * * *, Aggregate production for the * * * other reporting
producers decreased by *#* percent in 1986 and increased by ¥¥* percent in
1987 to a level ##* percent below that of 1985.

Reported U.S. production of transducers for digital readout systems .
decreased by 5.0 percent in 1986 and increased by 10.2 percent in 1987 to a
level 4.7 percent above that of 1985. Production by * * %, Aggregate
production for the five other reporting producers of transducers increased by
%% percent in 1986 and decreased by *¥* percent in 1987 to a level ¥*¥¥
percent below that of 1985.

Capaoity utilization.--U.S. producers’ aggregate capacity utilization to
produce consoles decreased from 44.6 percent in 1985 to 40.7 percent in 1986,
and then increased to 41.5 percent in 1987. Capacity utilization to produce
transducers decreased from 27.4 percent in 1985 to 26.1 percent in 1986, and
increased slightly to 26.3 percent in 1987. Capacity utilization during
1985-87 varied substantially by producer; some of the smaller producers
reported extremely low capacity utilization rates (under 10 percent), but
indicated that- such-rates were realistic, given the equipment that they had in
place., Capacity utilization for * k %k,

‘Establishment product lines.--The Commission’s questionnaire sent to
producers asked these firms to report whether they produced other than digital
readout systems on the same equipment and machinery used in the production of
digital readout systems Five firms (* * *) responded "yes,” four (* * %)

responded “no,” and one (¥ * *) did not answer the question. Of the five
firms responding "yes,” ¥ % %,

U.S. producers' shipments

A1l reported U.S. producers’ shipments of consoles and transducers for
digital readout systems during 1985-87 consisted of domestic commercial
shipments and of export shipments. There were no domestic intracompany
transfers of consoles or transducers.

Domestic shipments.--U.S. producers’ domestic shipments of consoles for
digital readout systems decreased in quantity by 9.4 percent in 1986 and by
7.4 percent in 1987 to a level 16.1 percent below the 1985 level (table 5);
the trend in the value of shipments was the same. Of the two major producers,
* % %, % % %  The unit value of U.S. producers’ domestic shipments of
consoles increased by 2.0 percent in 1985 and by 2.2 percent in-1987. Unit
values are influenced by shifts in the mix of consoles shipped. 5

U.S. producers’ domestic shipments of transducers increased in quantity
by 1.7 percent in 1986 and decreased by 9.8 percent in 1987 to a level 8.2
percent below the 1985 level. * * *. The value of U.S. producers’ domestic
shipments of transducers increased in 1986 and decreased in 1987. The unit
value of U.S. producers’ domestic shipments of transducers for digital readout
systems increased by 1.2 percent in 1985 and by 6.1 percent in 1987. Unit
values are influenced by shifts in the mix of transducers shipped.
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Table 5

Consoles and transducers for digital readout systems: U.S. producers’
shipments, 1985-87

Item 1985 1986 1987
Quantity (units)
Consoles:
Domestic shipments 1/............... 15,967 14,463 13,400
Export shipments......... e 7,135 badidad 2/11,541
Total......ovvvueennennn e . 23,102 dekde 24,941
Transducers: 3/
Domestic shipments.................. 33,058 33,612 30,332
Export shipments............. [ badadad fadadd 4 fecdck
Total......oiiiinennrinnennnnsans . Foicde ik Yedede
v Value (1,000 dollars)
Consoles: ' .
Domestic shipments.................. 9,196 8,494 8,041
Export shipments 5/................. 2,752 2,724 3,562
Total 5/........... e 11,948 11,218 . - 11,603
Transducers: 3/
Domestic shipments...... et 12,344 12,695 12,154
Export shipments........ e 2,768 2,564 3,466
Total. .. cicir it ittt 15,112 15,259 15,620
Unit value
Consoles:
Domestic shipments.................. $575.92 $587.27 - $600.09
Export shipments.................... 385.68 ol 308.63
Average.........ccoviv i inannenn 517.18 ik 465.22
Transducers: o _
Domestic shipments.................. 373.39 - 377.68 400.71
Export shipments.................... fadadad badidad Yodek
Average. .......ccivitiiiiinnanan dedede Fedeke . dedeke

1/ % % % reported the shipment of *¥*¥ consoles, valued at $**¥,  in 1986 and
*%% consoles, valued at $¥*¥%*, in 1987. These data are not included in the
table because * * * have not been reported to the Commission. * * *,

2/ Includes * % *,

3/ An estimated 25 percent of these figures are transducers shipped for use in
applications other than digital readout systems. ‘

4/ Includes * * *,

3/ Includes the value of * * *,

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission. ’
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In 1987, #** percent of the reported quantity of U.S. producers’ domestic
shipments of transducers consisted of glass scales; *%* percent consisted of -
gauge wheel encoders; and *%* percent consisted of inductosyn transducers.

Export shipments.--U.S..producers' export shipments of consoles increaseﬁ
in quantity by %%* percent in 1986 and by *¥** percent in 1987 to a level 61.8"

percent above the 1985 level. The principal exporters of consoles, * * *,
dok ok, khk Kk, Kk ok ok,

U.S. producers’ export shipments of transducers for digital :readout
systems decreased in quantity by *** percent in 1986 and increased by ¥¥¥
percent in 1987 to a level *¥%* percent above the 1985 level. * * % % % %,
The unit value of U.S. producers’ exports of transducers for digital readout
systems % % %,

Total shipments.--U.S. producers’ total shipments of consoles (i.e.,
domestic shipments plus export shipments) decreased in quantity by *¥%* percent
in 1986 and increased by ¥¥%* percent in 1987 to a level 8.0 percent above the.
1985 level. U.S. producers’ total shipments of transducers decreased in
quantity by ¥*¥%* percent in 1986 and increased by *¥¥* percent in 1987 to a
level *%** percent above the 1985 level.

»

U.S. producers’ purchases

Six U.S. producers reported purchases of digital readout systemS'or
subassemblies thereof from domestic or foreign sources during 1985-87. .As

previously stated, Anilam imports transducers from * % * (approximately Fdede
per year). * % %, ok dk k  k ok ok, ok Kk kK & %k,

U.S. producers’ inventories

Seven .firms, accounting for 95.3 percent of U.S. production of consoles
and ¥¥%* percent of U.S. production of transducers in 1987, reported yearend
inventory data on consoles. U.S. producers’ inventories of consoles increased
by 57.7 percent as of December 31, 1985, increased by 0.9 percent as-of
December 31, 1986, and increased by 1.7 percent as of December 31, 1987, as
shown in table 6. U.S. producers’ inventories of transducers decreased by 6.5"
percent as of December 31, 1985, decreased by 37.3 percent as of December 31,.-
1986, and increased by 11.0 percent as of December 31, 1987. ‘

The ratio of inventories of consoles to U.S. producers’ total shipments

in the year ending on December 31 ranged from #¥¥% to *¥% percent The ratio
for transducers ranged from ¥¥% to ¥%% percent. .

Employment, wages, and productivity

The * * * U.S. producers that provided employment-related data in
response to the Commission’s questionnaire accounted for virtually all of
reported U.S. production of consoles and transducers in 1987. The number of
production and related workers producing digital readout systems or
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Table 6

Consoles and transducers for digital readout systems: U.S. producers’ yearend
inventories, 1984-87

Dec. 31--
Item 1984 1985 1986 1987
Consoles:
Inventories (units)................. 1,456 2,296 2,317 2,357
Ratio of reported inventories to
U.S. producers’ total shipments
in the preceding year (percent)... - 9.9 Yok 9.5
Transducers:
Inventories (units)................. 4,996 4,673 2,928 3,251
Ratio of reported inventories to
U.S. producers’ total shipments
in the preceding year (percent)... - Joick e dodeke

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

subassemblies thereof decreased in 1986 and increased in 1987 to a level above
that of 1985 (table 7). The trend was the same for hours worked. 1/ Total
wages paid and total compensation paid to such workers increased in each

year. The data presented on average hourly wages for both consoles and
transducers appear to show a large increase in 1986 followed by a decrease in
1987; the reason for the fluctuation is that the data * * %, which had
fluctuations in the numbers of production workers relative to “related”
workers, thus somewhat distorting its wage data.

In response to a question in the Commission’s questionnaire, 5 U.S.
producers reported that they reduced the number of production and related
workers producing digital readout systems or subassemblies thereof by at least
5 percent or 50 workers during any part of the period January 1985-December
1987. * % % reported a reduction for * * * of approximately *¥*¥ workers owing
to "reduced sales.” % % % reported an indefinite decrease of *** workers in
% % % owing to ”"sales reduction.” * * % reported indefinite reductions of *¥*
workers in % % %; %¥%% workers in % % *; and *%* workers in * % %, owing to
7production cut back.” * * ¥* reported that the only reductions made consisted
of ”voluntary personnel turnover and subsequent attrition.” % % * reported a
permanent reduction of *¥*¥* employees in 1986 and *** more in 1987 owing to
”sales reduction”. ’

Only one producer, Teledyne Gurley, reported that its production workers
belong to a union. Its workers belong to the United Steelworkers.

1/ Trends in the employment data may be affected by the extent to which
producers subcontract for subassemblies of consoles and transducers.
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Table 7
- The average number of production and related workers producing digital readout
systems, hours worked, wages paid and total compensation -1985-87

>
1‘0 .

%

Item - 1985 . - - 1986 -’ 1987

Average number of employees.l/............ - 735" - . ° 7745 792
Number of production and related - ' : e '
workers producing 1/-- S BRI ' .
All products. . ... ittt i i e 373 353 391

Digital readout systems...........cou... 217 204 232
Consoles 2/.....vuuiiniininniniinennanns L2 o T 101 o 117 -

TransducCers........ovvitiveennennnennens 105 103 115
Hours worked by production and related : o ' ' ' ’ B
workers producing-- :

All products (1,000 hours)..;i...;...;.. 657 1 0 623 - 715
Digital readout systems _/ - - S S
(1,000 hours):.. ....iceoienn.. eeie.. 4177 - T 402 e
Consoles 2/ (1,000 hours)............... 221 e 202 - 1237
Transducers (1,000 hours)............... 190 194 ) 229

Wages paid to production and related R S s ;?,—‘
workers producing-- - .

All products (1,000 dollars).......... . 4,994 B 5,312 5,914

Digital readout systems 3/° ' ' '
(1,000 dollars).......cvveuenennennnn. 3,005 " 3,544 - 3,876

Consoles 2/ (1,000 dollars)............. 1,545 1,767 1,963

Transducers (1,000 dollars)............. 1,415 ~ - ~ -~ 1,729 1,877
. Average hourly wages paid to’ production ' S ’

"and related workers- producing—- - ' I
ALl ProductsS. .. ... uuivr e rnnnnennnn. .. §7.60 : $8.53 . $8.27

Digital readout systems 3/........... i.. 7.20 ¢+ 8.82 7 8.23
Consoles......oviiiiiiiiiiieinneennnen, 6.99 8.75 - 8.28

Transducers. . .. S A S 3. 8.91 - - 8.20
Total compensation paid to production coe e - '
and related workers producing 4/-- ‘

All products (1,000 dollars)........ e.. 5,917 ' 6,299 © 6,988
Digital readout systems 3/ : o S
(1,000 dollars)......vvvevrvnnnnns.. . 3,560 : 4,189 - - 4,592
Consoles 2/ (1,000 dollars)........... ..'1,826 - 2,093 2,315
Transducer (1,000 dollars).............. 1,679 2,036 2,222

1/-Includes data reported by * * *, which" did not report any additional
employment-related data in response to the Commission’s questionnaire.

2/ Includes service personnel of * * * that also perform service functions on
transducers.

3/ Data.for digital readout systems are 'slightly greater than aggregate data -
for consoles and transducers.

4/ % % % was not able to report data on total compensation; its wages paid
were used as a proxy for its total compensation.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The number of consoles produced per 1,000 hours worked remained virtually
unchanged ‘at 102 in 1985, 103 in 1986, and 102:in 1987. 1/ The number of
transducers produced per 1,000 hours worked was 217 in 1985, 203 in 1986, and
192 in 1987. 2/ The productivity data may be affected by the product mix
within both consoles and transducers.

Unit.labor costs for consoles amounted to $80.89 -in 1985, $100.27 in

1986, and $95.22 in 1987. 3/ Unit labor costs for transducers amounted to
$40.65 in 1985, §$51.65 in 1986, and $50.50 in 1987. 4/

Financial experience of U.S. producers

Seven producers, 5/ accounting for virtually 100 percent in 1987 -of
reported U.S. production of digital readout systems and subassemblies thereof,
provided usable income-and-loss data on the overall operations of their
establishments within which digital readout systems and subassemblies are
produced, in addition to income-and-loss data on their digital readout system
and subassembly operations

Overall establishment operations.--Aggregate income-and-loss data are
presented in table 8. Overall establishment sales of the reporting firms
declined from $64.7 million in 1985 to $60.7 million in 1986, or by 6.1
percent, then increased by 4.1 percent to $63.2 million in 1987, a level 2.3
percent below that in 1985. :

Operating income followed a similar trend; however, the swings are much
greater in percentage terms. The decrease from $5.6 million in 1985 to
$2.8 million in 1986 was a decline of 50.1 percent and the -recovery in 1987
was by 37.7 percent, rising to $3.9 million.: The 1987 level was still 31.3
percent below that experienced in 1985. - p .

Products produced in the overall establishments in addition to digital
readout systems include mechanical readout products, subassemblies for copying
machines, CAD/CAM systems and software, encoders, hydrological instruments,
precision optical graphic systems, and custom gauging and software. As a
percentage of all products sold in the overall establishments on the basis of
respective sales revenues, digital readout systems were 54.5 percent in 1985,
52.8 percent in 1986, and 51.0 percent in 1987.

1/ Based on the *¥** firms that reported data on production and on hours worked.
2/ Based on the %¥** firms that reported data on production. and on hours worked.
3/ Based on the *¥** firms that reported data on production and on total
compensation. .

4/ Based on the ¥*¥* firms that reported data on production and on total
compensation.

3/ The seven producers are * * ¥,



Table 8 '
Income-and-loss experience of U.S. producers 1/ on the overall operations of
their establishments within which digital readout systems and parts thereof
are produced, accounting years 1985-87 and interim periods ended Dec. 31,
1986, and Dec. 31, 1987 '

Interim period
ended Dec. 31 2/--
Item 1985 1986 1987 1986 1987

Value (1,000 dollars)

Net saleS................... 64,706 60,733 63,210 dedede dedede
Cost of goods sold.......... 39,381 36,515 38,390 Jeicke Fedede
Gross profit................ - 25,325 24,218 24,820 ok dedede
General, selling, and

administrative expenses... 19,702 21,412 20,955 adadad Jedede
Operating income............ 5,623 2,806 3,865 sk sk
Interest expense............ 1,317 1,282 1,138 Jedeke dedede
Other income, net..... e 268 784 743 Fedede Yededke
Net income before income ) ’

aXES . . ittt it 4,574 2,308 3,470 . ek Ktk
Depreciation and amorti- _

zation included above..... _ 1,507 1,670 1,900 fakidad fakadid
Cash-flow 3/................ 6,081 3,978 5,370 Yedede dedede

Share of net sales (percent)

Cost of goods sold.......... ~ 60.9 60.1 60.7 dodek Fedede
Gross profit........... F. 39.1° 39.9 39.3 Fedeke Fekoke
General, selling, and -

administrative expenses... 30.4 35.3 33.2 dedede Yedede
Operating income............ 8.7 4.6 6.1 Fokeke Fodeke
Net income before income

CAXES . v e i evviee e S 7.1 3.8 5.5 Fedeke fatatad

Number of firms reporting

Operating losses............ 1 2 1 Fedeke Fekde
Net losses............ovon.. 2 2 0 ke dedek
Data.......iviiiiininnnnans 7 7 7 2 2

1/ These producers are * % ¥,

2/ % % ok, _

3/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. '
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Digital readout system operations. --Aggregate income-and-loss data on
digital readout system operations are presented in. table 9, Similar to the
sales revenue trend for overall establishment operations, digital readout
systems suffered a revenue decline from 1985 to 1986 and then a recovery in
1987. The decline from 1985 to 1986 was from $35.3 million to $32.1 million,
or by 9.0 percent; the increase in 1987 was less than 1.0 percent, rising to
$32.2 million, or 8.5 percent less than the 1985 revenue experience.

The trend in operating income was also similar to that of overall
establishment operations, with a decline of 33.8 percent from $3.6 million in
1985 to $2.4 million in 1986, and an increase of 12.5 percent in 1987 to
$2.7 million. The 1987 recovery was, nonetheless, 25.5 percent below the 1985
level. ' ' o L :

Compared with the usual range for financial ratios'in other industries
investigated, the digital readout systems industry has a ratio of cost of
goods sold to sales that is low and a ratio of general, selling, and
administrative expenses to sales that is high. As explained by two industry
officials, 1/ the relatively low cost of goods sold is primarily the result of
two factors; (1) prdoducts of some manufacturers are sold directly to end
users, therefore, the usual discounting ofvsales prices is not present as in
the case of sales to distributors, and (2) once an electronic item can be
produced in commercial quantities, the incremental costs are low in
relationship to sales price. : '

On the other hand, general, selling, and administrative expenses are
relatively high because the sales staff performs many functions in addition to
the usual sales activities. Additional duties include technical advice,
installation, testing, and followup services. For the producers selling
directly to end users, the gain of not discounting sales . prices from bypassing
distributors is offset by the expense of the required 1arger sales force and
additional services that otherwise would be performed by the distributors.

1/ Telephone conversations on Apr. 13, 1988, with * % *, and Apr. 14, 1988,
with * * *,
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Table 9

Income-and-loss experience of U.S. producers 1/ on their oberations producing
digital readout systems, accounting years 1985-87 and interim periods ended
Dec. 31, 1986, and Dec. 31, 1987 .

Interim period
ended Dec. 31 2/--
Item - 1985 1986 1987 1986 1987

Value (1,000 dollars)

Net sales..... e 35,253 32,072 32,245 ik Fhede
Cost of goods sold.......... 22,297 18,901 19,838 hidadad hidadad
Gross profit................ 12,956 13,171 12,407 ik Fedcke
General, selling, and .

administrative expenses... 9,323 10,767 9,702 hidadad Yedede
Operating income............ 3,633 2,404 2,705 wkk Yok
Depreciation and amorti-

zation included above..... 17231 1,311 1,517 e Friek
Cash-flow 3/................ 4,864 3,715 4,222 badadad ek

Share of net sales‘(percent)

Cost of goods sold..... P - 63.2 58.9 61.5 Fokede - Fedoke
Gross profit................ 36.8 41.1 38.5 Fedok Fedede
General, selling, and '

administrative expenses... 26.4 33.6 30.1 dokek ik
Operating income............ - 10.3 7.5 8.4 badadad Fhk

Number of firms reporting

Operating losses............ 1l 1 0 ek - Yekedke
Net losses........covuvvveenn 0] 0 0] dokek Fokoke
Data........coviiiiniin.. 7 7 7 2 2

1/ These producers are * *
2/ % k%,

3/ Cash-flow is defined as opetafing income or (loss) plus depreciation and:
amortization. :

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Console operations.--Aggregate income-and-loss data are presented in
table 10. Sales revenues increased by ok percent from 1985 to 1986, then
fell by *¥* percent in 1987 to §$¥¥* from the $*** in 1985 and 1986. On the
other hand, operating income increased throughout the period; from a loss of
§*%% in 1985 to profits of $¥¥* and $¥** in 1986 and 1987, respectively.

Table 10 S

Income-and-loss experience of U.S. producers 1/ on their operations producing
consoles for digital readout systems, accounting years 1985-87 and interim
periods ended Dec. 31, 1986, and Dec. 31, 1987

Interim period
ended Dec. 31 2/--

Item 1985 1986 1987~ 1086 1987

Value (1,000 dollars)

Net saleS.......oovveernnnn. Fedek Jekrke Fedke dedeke dedek
Cost of goods sold.......... Fokk faidad Fokk badaded ok
Gross profit................ Fdrke Fekek dekeke Fodeke kek
General, selling, ard '
administrative expenses... _ *¥%¥ _dedrk ek ok pokadad
Operating income or (loss). Fekke Fekek Fekcke Fedck ekeke
Depreciation and amorti- S
zation included above..... Fehk el Fekcke Fekok ik
Cash-flow 3/................ L dedek fadadad fadatod ek fadadall
Share of net sales (percent)
Cost of goods sold.......... Feieke dedeke Fokeke , Yok Fodcke
Gross profit............ e Fedede Sekede T dekek Fokke Fedede
General, selling, and
administrative expenses... Feiede ek ek | dekew ek
Operating income or (loss).. hadatad Yook il dedede Yedede
Number of firms reporting .
Operating losses........:... deicke ke ik dedede Fedee
Net losses..........covuvvun Jokede ook kel Jedede ek
Data.......viviiiinnnnnnn 3 1

3 o3 . 1

1/ These producers are * * *, The 3 producers accounted for #*** percent of
reported U.S. production of consoles in 1987.

2/ * ok %k,

3/ Cash-flow is defined as operating income or (loss) plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Transducer operations.--Aggregate income-and-loss data are presented in
table 11. Unlike the revenue experience in overall establishment operations
and digital readout systems, transducer revenues increased in 1986 compared
with those in 1985 and decreased in 1987 to their lowest level. The 1986
level was $*** a negligible increase from $%¥**x in 1985; it then decreased to
$¥%x in 1987, or by ¥*¥* percent from the 1986 level. Operating income,
however, increased throughout the period. The net increase was *** percent,
from $*%* in 1985 to $¥%* in 1987.

Table 11
Income-and-loss experience of U. S producers 1/ on their operations producing

transducers for digital readout systems, accounting years 1985-87 and 1nter1m
periods ended Dec. 31, 1986, and Dec. 31, 1987 -

Interim period
' o A ended Dec. 31 2/--
Item 1985 1986 . 1987 . 1986 1987

Value (1,000 dollars)

Net sales........ccvvvvvnenn. T Wk dekede etk Yeirke ddeke
Cost of goods sold.......... Jekede kil bakakad ikl Kb
Gross profit................ Fedede T dedeke Yok doirk deirke
General, selling, and
administrative expenses... . ¥¥% badadad Jededke Fodede Fedcde
Operating income or (loss).. Feiede dedede dedede ke Radaddd
Depreciation and amorti- T
zation included above..... - dedede Jodrke Fedeke doick Fodede
Cash-flow 3/................ dekk bakadad Rakadad fakakad Friede
Share of net sales (percent)
Cost of goods sold.......... dedede dedede dedede dokeke - dedee
Gross profit.............. . ek Yevede *edeke Jeiede . dedkeke
General, selling, and ' '
administrative expenses... . ¥¥*r Feike ik ke dkeke
Operating income or (loss).. dedeke dedeke dricke dedeke el
Number of firms reporting
Operating losses............ ik ek L ek Foicke Feicke
Net losseS.................. ke dokk dedcke dedede sedede
DAtA. .. .tvvrerrn e 4 4 4 1 1

1/ These producers are * * ¥, The 4 producers accounted for *** percent of
reported U.S. production of transducers in 1987.

2/ * * k,

3/ Cash-flow is defined as operating income or (loss) plus depreciation and
amortization.

Source: Compiled from data submitted in response to questidnnaires of the
U.S. International Trade Commission.
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Value of plant, propérty, and equipment.--Thé data provided by the
producers on their .end-of-period investment in productive facilities in which
digital. readout systems are produced are shown in the following tabulation (in
thousands of dollars) S

s T : R ‘s v o

‘ g . - T - ‘ Interim period
. g S . o Cr - 'ended Dec. 31--
Item ' 1985 1986 " 1987 - ° ‘1986 1987

Original cost................ 4,169 5,231 6,333 Yokl ik
Book value.........coiivvean. 3,128 3,537 3,847 Selede ik

Number of: firms reporting.... - 6 . 6 6 2 T2

Capital expenditures.--The data provided by the producers relative to
their capital expenditures for land, buildings, and machinery and equipment
used in the manufacture of digital readout systems are shown in the following
tabulation (in thousands of dollars):

o Interim period
ended Dec. 31--

Item - 1985 1986 - 1987 1986 1987
Land and land improvements... - - 95 ik *irk
Building or leasehold '
improvements......... e 40 . 52 221 Fokeke baladad
Machinery, equipment, ° :
and fixtures............... 408 347 983 fadadad fadadad
Total............. Ve 448 399 1,299 dekk Fedese
Number of firms reporting.... 'S .. ~ 5 5 2 2

Reseerch'and derelopment expenses. - -Research and development expenses
relating to digital readout systems for the producers are shown in the
following tabulation (in thousands of dollars)

" Interim period
_ ' ended Dec. 31--
1985 1986 1987 1986 1987

683 794 1,008 —_ etk
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Rate of return on total assets.--Operating income as a rate of return on
total assets is shown in the following tabulation (in thousands of dollars):

1985 1986 . 1987

Overall establishments:

Operating income (1,000 dollars)......... 5,623 2,806 3,865

Total assets (1,000 dollars)............. " 48,694 49,548 51,512

Rate of return (percent)................. 11.5 5.7 7.5
Digital readout systems:

Operating income (1,000 dollars)......... 3,633 2,404 2,705

Total assets 1/ (1,000 dollars).......... 29,860 33,502 33,805

Rate of return (percent)................. 12.2 7.2 8.0
Industry: 2/

Rate of return on total assets after

taxes (percent)........oeuvvivininnnnns 8.5 6.2 11.7

1/ Based on the ratio of the book value of digital readout system fixed assets
to the book value of overall establishment fixed assets.

2/ Electronic Industrial Controls, Dun & Bradstreet, Industry Norms and Key
Business Ratios, SIC 3622. The Commission did not collect data on net income
after taxes; therefore, the rates are not comparable but are presented for
industry trend analysis.

Capital and investment.--The Commission requested U.S. producers to
describe any actual or potential negative effects of imports of digital
readout systems or subassemblies thereof from Japan on their firms’ growth,
investment, and ability to raise capital. Their responses are shown in
Appendix E. T

Consideration of the Question of
Threat of Material Injury

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.S.C. § 1677(7)(F)(1))
provides that-- ' .

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall consider,
among other relevant factors 1l/--

(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the nature
of the subsidy (particularly as to whether the subsidy is an
export subsidy inconsistent with the Agreement),

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
”"Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.”
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(II) any increase in production capacity or existing
unused capacity in the exporting country likely to result
in a significant increase in imports of the merchandise to
the United States,

(III) any rapid increase in United States market
penetration and the likelihood that the penetration will
increase to an injurious level,

(IV) 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,

(V) any substantial increase in inventories of the
merchandise in the United States,

(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is -
actually being imported at the time) will be the cause of
actual injury, and

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign
manufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchandise under investigation.

With regard to item (I) above, no subsidies are involved in this
investigation. The available data on foreign producers’ operations (items
(II) and (VI) above) and on the potential for ”"product-shifting” (item (VIII))
are presented in the section of this report entitled ”“Ability of foreign
producers to generate exports.” Information on the volume, U.S. market
penetration, and pricing of imports of the subject merchandise (items (III)
and (IV) above) is presented in the section of this report entitled
"Consideration of the causal relationship between imports allegedly sold at
LTFV and the alleged material injury or threat thereof.” Available
information on U.S. importers’ inventories of the subject products from Japan
(item (V)) is presented below.

U.S. importers’ inventories

U.S. importers’ inventories of consoles imported from Japan did not
fluctuate significantly during the period covered by the investigation
(table 12). U.S. importers’ inventories of transducers imported from Japan



Table 12 .
Consoles and transducers for digital readout systems: U.S. importers’
inventories of imports from Japan as of Dec. 31 of 1984-87

Dec. 31--

Item 1984 1985 1986 1987
Consoles:

Units. ...t i e e 1,937 1,953 1,994 1,907

Percentage change...................... - 0.8 2.1 -4.4

As a share of imports from Japan in

the preceding period (percent)....... - 27.0 27.6 28.2

Transducers:

162 I o 4,686 6,379 7,118 6,692

Percentage change...................... - 36.1 11.6 -6.0

As a share of imports from Japan in

the preceding period (percent)....... ' - 44.3 39.9 46 .8

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

increased by 36.1 percent as of December 31, 1985, and by 11.6 percent as of
December 31, 1986, then decreased by 6.0 percent as of December 31, 1987. Of
the * * * importers reporting inventories (¥ % %), 6 * * %,

U.S. importers’ current orders of digital readout systems or subassemblies
thereof '

The Commission’s questionnaire requested importers to specify whether
they imported, or intended to import, digital readout systems or subassemblies
thereof from Japan in 1988. * % * answered in the affirmative. Actual
imports in the first three months of 1988 of % % ¥* amounted to *¥%* consoles
and *%* transducers. % % % stated that 7% % % ” % % % jindicated that as of
April 18, 1988, it had *¥%* consoles and *¥* transducers on order. * * *
stated that "% * % 7

Ability of foreign producers to generate exports

The Commission requested counsel for the four Japanese producers of
digital readout systems or subassemblies thereof listed in the petition to
provide information on their clients’ digital readout system operations in
Japan. The information requested for consoles and transducers consisted of
the number and names of producing firms; production, capacity, capacity
utilization, home-market shipments, exports to the United States, exports to
other major markets, and total exports, for each of the years 1985-87; )
projected changes in production, capacity, or capacity utilization in 1988 and
1989; and intentions or projections as to the quantity of exports to the
United States and to other major markets in 1988 and 1989. Similar data were
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requested by the Commission from the U.S. Embassy in Tokyo. Information
received on the firms in Japan is presented below.

The four firms listed in the petition, Futaba Corp., Tokyo; Mitutoyo Mfg.
Co., Ltd., Tokyo; Sokki Electronics Corp., Tokyo; and Sony Magnescale Inc.,

- Tokyo, are known to produce digital readout systems or subassemblies thereof

in Japan and export to the United States. Three additional firms have also
produced minor quantities of the subject products, according to a U.S.
Department of State telegram to the Commission: Keihin Densokuki K.K., Tokyo;

Macome Corp., Tokyo; and Nikon Corp., Tokyo. 1/ Aggregate data for * * * are
presented in table 13.

Production, capacity, capacity utilization, and all other reported data
on consoles decreased in 1986, except for exports, which increased. The
indicators all increased in 1987, except for home-market shipments. As a
ratio to its total reported shipments of consoles, Japan’s reported exports of
consoles to the United States were 13.7 percent in 1985, 16.0 percent in 1986,

~and 16 4 percent in 1987.

The reported data on transducers decreased in 1986, except for exports,
which increased. Production, capacity, home-market shipments, export
shipments to the United States, and total shipments all decreased in 1987. As
a ratio to its total reported shipments of transducers, Japan’s reported
exports of transducers to the United States were 15.5 percent in 1985, 17.7
percent in 1986, and 16.5 percent in 1987.

" Consideration of the Causal Relationship Between Imports Allegedly
Sold at LTFV and the Alleged Material Injury or Threat Thereof

Uléi imggrtsu

Data on U.S. imports reported herein are based on responses to the
Commission’s questionnaire sent to importers. All known U.S. importers of
digital readout systems or subassemblies thereof provided data in response to
the Commission’s questionnaire. 2/ Official import statistics of the U.S.
Department of Commerce could not be used to report imports of digital readout
systems and subassemblies thereof because the TSUSA item under which such
products are reported for statistical purposes also contains many products
other than the subject products. The data on imports reported herein consist
of data on consoles ‘and on transducers. None of the importers from Japan
reported imports of complete systems.

1/ Exports to the United States of digital readout systems or subassemblies

thereof of Nikon Corp, known as Nippon Kogaku K:.K. prior to Apr. 1, 1988, have
* Kk ok, Kk K K,

2/ * % %,
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Table 13 , .

Consoles and transducers for digital readout systems: Salient data on the

industry in Japan, 1/ 1985-87, and projections for 1988 and 1989

Item 11985 1986 1987 1988 1989

Consoles: : -
Production (units).............. 50,050 39,513 43,658 45,565 48,813
Capacity 2/ (units)............. dedeke ke ik Fekek Fedede
Capacity utilization 3/

(percent) ... .....coiviiiianan *kk ek Fedek ik ik
Yearend inventories (units)..... 7,995 5,682 7,135 4/ 4/
Shipments: _

Home market (units)........... . 27,074 19,372 17,057 20,994 24,253

Exports--

To the United States )
units)........... ... ...t 6,690 6,703 6,885 7,568 6 /¥
To all other countries 5/
(units)...........covtn, 15,021 15,751 18,163 17,238 Yhatitad
Total (units)............. 48,785 41,826 42,105 45,800 Fedede
Transducers: B
Production (units).............. 111,111 97,022 94,128 104,473 114,032
Capacity (units)................ 119,511 107,711 99,811 104,473 114,132
Capacity utilization (percent). 93.0 90.1 94.3 100.0 99.9
Yearend inventories (units)..... 11,793 10,425 10,953 4/ 4/
Shipments: _
Home market (units)........... 60,428 43,297 39,245 50,168 58,499
Exports-- '
To the United States
(units)........ ... ot 17,120 17,430 15,375 14,114 6 f¥dci
To all other countries 7/ ‘
(units)...... e e 33,025 37,563 38,680 40,244 6 /%%
Total (units)............. 110,573 98,290 93,300 104,526 e

1/
2/
3/
4/
3/
&/
1/

Source:

Consists of aggregate data of * * ¥,

Only #*¥%* firms reported capacity data for consoles.
Based on the ¥¥%* firms that reported capacity data.

Not available.

Principal destinations are * * ¥*,

Only #%% firms reporting.

Principal destinations are * * *,

telegrams of the U.S. Department of State.

Information supplied by counsel for producers in Japan and by

N
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The quantity of U.S. imports of consoles from Japan decreased by 0.1
percent in 1986, and by 6.3 percent in 1987 to a level 6.4 percent below that
of 1985 (table 14). The value of U.S. imports of consoles from Japan
decreased by 4.5 percent in 1986, and by 6.4 percent in 1987 to a level 10.7
percent below that of 1985. The unit value decreased from $437.06 in 1985 to
$417.78 in 1986 and $417.01 in 1987.

Table 14 . )
Consoles and transducers for digital readout systems: U.S. imports, by
products and by importers, 1/ 1985-87 :

Item 1985 1986 1987
_Quantity (units)
Consoles:
Japan: .. .
* * % % * * %*
Subtotal..........iiiiiivnineann. 7,221 7,212 - 6,760
Other countries............c.cvvvu.n., aladad Jokrk badadad
Total.............. e LRk Yedrde ik
Transducers:
Japan: ‘ v
* * %* %* %* * %*
Subtotal..... e e et 14,385 17,855 14,299
Other countries...........ccivivv.n. adadad Jedede S badadad
Total.. ...ttt inennnannns Yok *kk ik
Value (1,000 dollars) 2/
Consoles: o
Japan:
* %* %* * * * *
Subtotal.................. weees... 3,156 3,013 . 2,819
Other countries...................... Yekek badadiad hadadid
Total. .. it ittt ii it et aananen Yedeke Fedede dokek
Transducers:
Japan: _ . o
* * % %* * %* %*
Subtotal............c.oooviiuunn... 3,661 . 4,462 . 3,405
Other countries..........vvvivieeennn dodek i tidad Rakadad
Total.......iiiiii i insennnnn Fedede Jedede Fdeke

See footnotes at end of table.
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Table 14--Continued
Consoles and transducers for digital readout systems: U.S. imports, by
products and by importers, 1/ 1985-87

Ttem ' o . 1985 _ 1986 - 1987
Unit value
Consoles: '
Japan: E . : P .
* * T % * R ¥*. - %
AVerage.........oviiiiiiiiinannnn . $437.06 $417.78 - $417.01
Other countries................ ... kE hadidad . Yedede adadad
Average. ....... ..oty dokeke ook dedoke
Transducers: '
Japan: )
%* * * * %* %* %*
Subtotal........ e e ©254.50 - 249.90 238.13
Other countries.............. e o ik . dedrde Fodek
Average.......; .................... ik ook drdedk

1/ The importers covered in this table are * * %,
2/ Landed, duty-paid value.

Note--Sony Magnescale was known as National Machine Systems - until Apr. 1,
1988. The data presented for Sony Magnescale’s imports of transducers in the
table consist only of Sony’s estimates of its transducers that were imported
and ultimately sold for use in digital readout systems. Sony Magnescale's
imports of transducers ultimately sold for use in CNC systems amounted to ¥¥¥*
units, valued at $¥¥%*%, in 1985; *%* units, valued at $¥*%, in 1986; and *¥**
units, valued at $%%¥, in 1987.

Source: Compiled from responses to questionnaires of the U.s. International
Trade Commission

The quantity of U.S. imports of transducers from Japan increased by 24.1°
percent in 1986, and decreased by 19.9 percent in 1987 to a level 0.6 percent '
below that of 1985.° 1/ The value of U.S. imports of transducers from Japan
increased by 21.8 percent in 1986, and decreased by 23.7 percent in 1987 to a
level 7.0 percent below that of 1985.  The unit value, decreased from $254.50
in 1985 to $249.90 in 1986 and $238. 13 in 1987 .

The quantity of U.S. imports ‘of glass scale transducers from Japan, i.e.
transducers imported by * * %, % * %, The quantity of U.S. imports of
magnetic scale transducers from Japan, i.e., transducers imported by Sokki

1/ If the quantity of Sony Magnescale’s imports of transducers that were
ultimately sold for use on CNC’s is included, then the quantity of U.S.
imports of transducers from Japan * * ¥*,
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and Sony Magnescale (counting only those imports of Sony that were sold for
use in digital readout systems), * * *, 1/

The quantity of U.S. imports of consoles from all sources increased by
¥¥k percent in 1986 and decreased by *¥* percent in 1987. The value of U.S.
imports. of consoles'from all sources decreased by ¥*** percent in 1986 and by
%k percent in 1987. The unit value decreased from $*** in 1985 to $¥¥%* in
1986 and $*¥* in 1987.

The quantity of U.S. imports of transducers from all sources increased by
*%% percent in 1986 and decreased by ##** percent in 1987. The value of U.S.
imports of transducers from all sources increased by *** percent in 1986 and
decreased by *** percent in 1987. The unit value decreased from §$¥** in 1985
to $¥*% in 1986, and increased to $¥%* in 1987.

Market penetration of imports

U.S. imports of consoles from Japan accounted for 31.0 percent of the
quantity of domestic consumption of consoles in 1985, 33.0 percent in 1986,
and 33.3 percent -in 1987 (table '15). The trend for the market penetration of
overall imports was the same. ' ' '

U.S. imports of transducers from Japan accounted for 26.3 percent of the
quantity of domestic consumption of transducers in 1985, 29.6 percent in 1986,
and 26.2 percent in 1987. 2/3/ The share of domestic consumption accounted
for by U.S. imports from countries other than Japan was % * %,

P

1/ If the quantity of Sony Magnescale’s imports of transducers that were
ultimately sold for use on CNC’s is included, then the quantity of U.S.
imports of magnetic scale transducers from Japan * * %,

2/ If the quantity of Sony Magnescale’s imports and shipments of transducers
that were ultimately sold for use on CNC’s is included, the market penetration
of U.S. imports .of transducers from Japan was ¥k percent in 1985, #¥* percent
in 1986, and *** percent .in 1987.

3/ If Farrand’s transducers are excluded from domestic shipments and
consumption, the resulting market penetration ratios of imports from Japan are
*%% percent in 1985, *¥* percent in 1986, and *¥* percent in 1987.
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Table 15

Consoles and transducers for digital. readout systems: U.S. producers’ and
importers’ domestic shipments and market penetration of imports, 1985-87

Item 1985 1986 1987
Quantity (units)
Consoles:
U.S. producers’ domestic shipments.. 15,967 14,463 13,400
U.S. importers’ domestic shipments:
Imports from Japan................ ke dokke Fedede
Imports from all other countries.. badalad fadaded fodidad
Total domestic consumption...... 23,325 21,845 20,300
Transducers:
U.S. producers’ domestic shipments.. 33,058 33,612 30,332
U.S. importers’ domestic shipments:
Imports from Japan 1/............. Yok ik Feick
Imports from all other , : A
countries 2/......... .. i, : Jedede Jedek Jedok
Total domestic consumption _/ .. 54,763 60,232 54,556
Value (1,000 dollars)
Consoles: .
U.S. producers' domestic shipments.. 9,196 8,494 8,041
U.S.. importers’ domestic shipments:
Imports from Japan................ ik Fokke ik
Imports from all other countries.. Jekek TRk hadidad
Total domestic consumption...... 13,673 - 13,018 - 11,982
Transducers: - . : '
U.s. producers' domestic shipments.. 12,344 12,695 12,154
U.S. importers’ domestic shipments: ' '
Imports from Japan........ P . ek Fok Fokeke
Imports from all other
countries 2/............ ..l - edek okek hakadad
Total domestic consumption..... . 19,583 21,200 20,407
Share, by quantity (percent) 4/
Consoles:
Imports from Japan.................. "~ 31.0 33.0 33.3
Imports from all other countries.... ek Fekek ' ek
Total...... ...t iesenenanonas : dedeke ik Feiede
Transducers: . '
Imports from Japan 5/............... 26.3 29.6 26.2
Imports from all other countries.... badalid Fedek ik
Total........covuvunnens. e e . vk ke ko

See footnotes at end of table.
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Table 15--Continued ]
Consoles and transducers for digital readout systems: " U.S. producers’ and
importers’ domestic shipments and market penetration of imports, 1985-87°

Item A i 1985 1986 , 1987

Share, by value (percent) 4/

Consoles: T o . T
Imports from Japan .................. 23.:1 .- . ¢ 23.1 " 23:5
Imports from all other countries.... . . ¥k R . 2 Jekee
Total.......... e PRI ek T ek FRek

Transducers: ' o - o
Imports from Japan.................. 18.7 21.0 - 16.7
Imports from all other countries.... Yk L dekeke L keke
dedek

Total.........oievirennnnnnonns e Yekete - ] Kk

1/ If the quantity of Sony Magnescale’s shipments of ‘transducers that were
ultimately sold for use on CNC’s is included, then U.S. importers’ domestic
shipments of imports of transducers from Japan would amount to *¥* units in
1985, ¥%%* units in 1986, and %** units in 1987.

2/ * % %,

3/ If the quantity of Sony Magnescale s shipments of transducers that were
ultimately sold for use on CNC’s is included, .then domestic cornsumption of
transducers would amount to ¥¥* units in 1985, ¥¥* units in 1986 - and **ﬁ
units in 1987. ‘e
4/ Consists of imports as reported in table 14 divided by the domestic ‘
consumption data developed in this table. P _
5/ If the quantity of Sony Magnescale’s imports and shipments of transducers’
that were ultimately sold for use on CNC’s is included, then the market
penetration of U.S. imports of transducers from Japan would amount to ¥k
percent in 1985, ¥k percent in 1986, and ¥¥¥ percent in 1987.

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

Prices

Since digital readout systems are sold to both distributors and to
original-equipment manufacturers, the demand. for digital readout systems
depends on the demand for the machines that are equipped with them and on the
desire -of machine shop owners to upgrade their machines. ' 5

‘Digital readout systems consist of an electronic console and one -
measurement transducer for each axis of measurement. The price of a digital
readout system is generally determined by the sum of the prices of the
individual components; therefore, the price of a system depends upon several
factors. The price of a digital readout system increases as the number of
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transducers required increases. The type of transducer that is used also
affects the price of the system. Glass scale transducers, the most common
type used in digital readouts, are less expensive than magnetic or laser
transducers and are generally accepted in all work environments. Some
purchasers are willing to pay the price differential for magnetic or laser
transducers in order to get a higher degree of accuracy. The length and the
resolution of the transducer also affects the price of the transducer and
thus, also, the price of a digital readout system. Transducers that are
longer and more accurate (i.e., higher resolution) cost more than those that
are shorter and less accurate.

The type of console that is used also affects the price of a digital
readout system. Consoles are made to interface with one, two, or three
transducers and as the number of transducers increases so does the price of
the console. U.S. producers and importers provide a variety of consoles
that are differentiated by the complexity of the functions that can be
performed. The price of the console increases as more features, such as
additional memory or the ability to perform simple mathematical calculations,
are added. The most common type of console that is sold by both U.S.
producers and importers is a two-axes console with standard features such as
inch/metric conversion, absolute incremental conversion, correction factor,
and presetting for one memory location.

Hardware for mounting the digital readout system to a machine is
sometimes included in the price of the digital readout system but is itemized
separately on the invoice. U.S. producers do not usually provide installation
services:. Distributors sometimes install the digital readout system on the
machines for their customers, and OEM’s that purchase directly from the
manufacturer install the digital readout systems themselves. If the
manufacturer or the distributor performs the installation, there is a separate
charge that can range anywhere from approximately §$¥*¥* to $¥**x, Because
installation requires an additional fee, many machine shop owners attach the
digital readout systems to the machines themselves. 1/

Prices are quoted by both U.S. producers and importers on an f.o.b.
basis, with the customer paying the delivery charges. Transportation is not
an important factor, accounting for approximately 2-7 percent of the total
delivered prices. Actual transaction prices are generally discounted from :
published list prices, with the discount to distributors ranging from ¥*** to .
*%% percent of the list price.

The Commission requested price data from U.S. producers and importers of
digital readout systems for each firm’s largest sale to distributors and
largest sale to OEM’s for each quarter during the period January 1985 to
December 1987. 2/ Price data were requested for both sales of digital readout
systems as packages (one price for the console and transducers), and for sales

1/ Telephone interview with * * * on Apr. 14, 1988.
2/ Price data received for sales to OEM's were very sparse; therefore only .
price data concerning sales to distributors are discussed in this section. "
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of the subassemblies sold separately. The products selected are considered to
be standard by both U.S. producers and importers and are listed below:

PRODUCT 1: .Digital readout system containing a 12-inch measuring

.. length glass scale transducer with 10 micro meter resolution, a
.30-inch measuring length glass scale. transducer with 10 micro
meter resolution, and a two-axes console with inch/metric
conversion, absolute incremental conversion, correction factor,
and 1 memory location for presetting.

PRODUCT 2: Digital readout system containing a 12-inch measuring
length glass scale transducer with 10 micro meter resolution, a
. 36-inch measuring length glass scale transducer with 10 micro
meter resolution, and a two-axes console with inch/metric
conversion, absolute incremental conversion, correction factor,
and 1 memory location for presetting.

PRODUCT 3: Glass scale transducer of 12-inch measuring length
with 10 micro meter resolution. S '

PRODUCT 4: Glass scale transducer»éf 30-inch measuring length
with 10 micro meter resolution. -

PRODUCT 5: Glass scale transducer of 36-inch measuring length
with 10 micro meter resolution.

PRODUCT 6: Two-axes console with inch/metric conversion, absolute

incremental conversion, correction factor, and one memory location
for presetting.

Questionnaires with usable price data were received from four U.S.
producers: * * %, Two of these producers, * % *, were unable to provide any
price data for transducers and consoles sold separately. 1/ * * % of Japanese
digital readout systems, provided price data for sales of subassemblies
(products 3-6) separately for each quarter during the period of investigation;
however, * * * was only able to submit data for digital readouts sold as a
package in 1986. 2/ The products for which price data were collected
represent *%* percent of domestic shipments of consoles and *¥%¥ percent of
transducers in 1987. These.consoles and transducers accounted for *¥%¥ and %¥%*

percent, respectively, of imports from Japan in 1987. The data are presented
in tables 16-20.

Price trends--Weighted-average prices for U.S.-produced digital readout
systems, sold as packages (Product 1 and 2), 3/ fluctuated during the period

1/ Although * * * was able to provide sales prices of subassemblies, the
majority of * % *’s sales are made as packages._

2/ Other importers that supplied price data were * % %, #* % %  These prices
are not included due to the fact that they differ from the glass scale
transducers for which price data were collected from the other producers and
importers.

3/ See the product definitions listed above.



Table 16

Weighted-average f.o. b prices reported by U.S. producers and importers of the
Japanese product for sales to distributors of product 1, a digital readout ;
system containing a 12-inch glass scale transducer with 10 micro meter: ’
resolution, a 30-inch glass scale transducer with 10 micro meter resolution,
and a two-axes console with inch/metric conversion, correction factor, and 1
memory location for presetting, by quarters, January 1985-December 1987

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

Table 17
Weighted-average f.o.b. prices reported by U.S. producers ‘and importers of the
Japanese product for sales to distributors of product 3, 12-inch glass scale

transducers with a 10 micro meter resolution, by quarters, January 1985-
December 1987

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

Table 18 o ,
Weighted-average f.o.b. prices reported by U.S. producers and importers of the
Japanese product for sales to distributors of product 4, 30-inch glass scale

transducers with a 10 micro meter resolution, by quarters, January 1985-
December 1987

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 19
Weighted-average f.o.b. prices reported by U.S. producers. and importers of the
Japanese product for sales to. distributors of product 5, 36-inch glass scale

transducers with a 10 micro meter resolution by quarters, January :1985-
December 1987 :

LY

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

Table 20

Weighted-average f.o.b. prices reported by U.S. producers and importers of the
Japanese product for sales to distributors of product 6, 2-axes consoles.
with inch/metric conversion, absolute incremental conversion, correction
factor, and 1 memory location for presetting, by quarters, January 1985--
December 1987 ' ' '

Source: Compiled from data submitted 1n response to questionnaires of the U.S.
International Trade Commission. :

of investigation. 1/ U.S. producer prices for product 1 had * * *, whereas
there was * * * in the weighted-average domestic prices for product 2 during
the period of investigation. 2/ Weighted-average prices for U.S.-produced
subassemblies of digital readout systems also fluctuated during the period of
investigation. Prices for product 5, a 36-inch measuring length glass. scale
transducer with 10 micro meter resolution, had -an ovetall % % % and prices for
product 3. a 12-inch glass scale transducer with 10 micro meter resolution,

% % %, Domestic prices for product 4, a 30-inch transducer with 10 micro
meter resolution, and product 6, a two-axes console, had * % % respectively.

Prices for digital readout systems, sold as packages, were reported by
* % %, 3/ % % %'s prices for product 1 were * * * in the four quarters for

1/ All weighted-average prices are weighted by the total shipments in each
quarter reported by each company for that specific product to reflect the
company’s approximate share of the reported shipments for that pricing item.
2/ Prices for product 2 are not presented in a table because of the lack of

Japanese prices and the fact that * * %,
3/ Kk kK, Kk Ak,
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which prices were reported. 1/ Prices for transducers and consoles sold’
separately by * * ¥ were * % * during the period of investigation. Prices for
three of the four component products * * %*; one product, a 36-inch transducer
with 10 micro meter resolution (product 5), had an overall * * *,

Price comparisons.--Price comparisons were possible for digital readout
systems sold as a package only in four quarters in 1986. Japanese prices for
digital readout systems (product 1) were priced above the domestic prices in
three of these four quarters, with margins ranging from *¥** to #*** percent.
In the third quarter, the Japanese product was priced *** percent lower than
the domestic product.

*%% U.S. producers, * *'*,.reportedfprices for sales of suba§semblies
and, as a result, prices could be compared in all 12 quarters for each of the
four products. Japanese prices for product 3, a 12-inch glass scale
transducer with 10 micro meter resolutipn, were below domestic prices in all
12 quarters, with margins ranging from 11 to 25 percent. Price comparisons
between domestic and Japanese prices for product 4, a 30-inch .glass scale
transducer with 10 micro meter resolution, produced similar results, with the
Japanese product priced from 5 to 23 percent less than the domestic product.
For product 5, a 36-inch glass scale transducer with 10 micro meter
resolution, Japanese prices were lower than domestic prices in 11 quarters,
with margins ranging from 10 to 25 percent. In the third quarter of 1987, the
Japanese product was priced higher than the domestic product by #*#* percent.
Japanese prices were also lower than domestic prices for product 6, a two-axes
console, - in all 12 quarters, with the margins ranging from 2 to 13 percent.

Prices of Japanese magnetic transducers and digital readout systems
incorporating magnetic transducers were reported by Sony Magnescale and Sokki
Electronics. For all the products for which price data were requested, the
prices of the magnetic transducers and corresponding consoles were higher than
those for glass scale transducers. For product 1, Sony'’s prices were ¥ to
*%% percent higher and Sokki’s were ¥¥%¥ to ¥*¥* percent higher than domestic
weighted-average prices during the period of investigation. 2/  Sony’s prices
for products 3-6 were higher than domestic prices by ¥¥* to ¥ percent, *¥¥*
to *%% percent, ¥¥& to *¥* percent, and ¥¥* to *¥* percent, respectively.
Sokki also reported prices for products 3 to 6 that were higher than domestic
prices; the price differentials were as follows: product 3, ¥#k to ¥k
percent; product 4, ¥k¥% to Yk percent product 5, ¥k% to %% percent; and
product 6, ¥¥% to ¥k percent.

Lost sales and lost revenues

3

The Commission received allegations of lqst:sales and losﬁ revenues
during 1987 and early 1988 from *¥%* U.S. producers; * * * submitted 30 lost .
revenues allegations and 1l lost sales allegations. 3/ The lost sales

1/ See product definition on p. A 42.
2/ % % %,

_/*** x % %,
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allegations involve *** digital readout systems, valued at approximately
$%¥%kx, Staff contacted six of these purchasers and a summary of the
information obtained follows

* % % named * * * in a lost sales allegation involving * % %,k & % *x,
* % % stated that * * * examined price quotes for the digital readout system
from four companies, two domestic firms and two Japanese suppliers. * * ¥
reported that price is very important in the purchasing decision and the
Japanese digital readout system was purchased because the Japanese product was
priced nearly 20 percent lower than the U.S. product

% % % was named by % * % in a lost sales allegation involving * % *, A
spokesman for * % % did not confirm this allegation and stated that * * % has
not purchased any digital readout systems from Japanese suppliers. This
spokesman reported that the company currently has * * % digital readout
systems in use. All * * * of these systems were purchased from U.S.
producers; * % *, The spokesman did not recall accepting any quotes from
Japanese suppliers. This representative added that the quality of the * * »*,
and * * * systems were comparable .

- % %% cited * * * in a lost sales allegation involving * %k k, Kk Kx % g
spokesman for * * ¥, stated that the company" recently purchased a digital
readout system from Japanese suppliers but that this was not the first time
that Japanese products had been purchased. ¥ ¥ % reported that, although the
price of the Japanese digital readout system was lower than the comparable
domestic product, price was not the main factor in the purchasing decision.

% % % stated that * * * failed to provide good service, in accordance with the
warranty, on * % %, % % * added that the company would purchase from * * * if
* % % supplied and adhered to a better warranty. In addition to * * % and

% % % %' % % has also purchased digital readout systems from * * %, % % %
stated that the * * * digital readout system was of a higher quality, because
of the higher degree of durability, but was also higher in price by
approximately % percent.

* % % named * * * in a lost sales allegation involving * * ¥, Kk k%, a
spokesman for * % *, stated that the company did not purchase *u* digital
readout systems at any one time in * * %, * % % reported that * * * has
purchased digital readout systems from * % * and * * ¥, According to * ¥ *,
until * * % all the digital readouts at * ¥ * were purchased from * * *%;
however, at that time, the company began purchasing digital readout systems
from * % %, % % % stated that although the price of the * * * product was
higher, the product was superior in quality. % * * had experienced service
problems with * * * and also found that it had to purchase more replacement
parts for the * * % system than it did for the * % * system. % % % stated
that * * * decision to purchase from * * * was not based solely on price;
service and'quality are equally as important as price in the company’s
purchasing decisions.

* % * named * ¥ ¥ in a lost sales allegation involving * * *,k * * %, a
spokesman for * * *, stated that the company has ¥*¥%¥ digital readout systems
in use in 1its factory that were * * * purchased from * % %, % % % reported
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% % % quoted a price of $*** on the digital readout that was purchased in

* % %, % % % was aware of comparable. Japanese products. that were priced
approximately $#*** less than the * * * product: % % * stated that * * * Iy
reduced its brice to §¥%%k so that * * * yould purchase * * * from * * *, I
% % % added that if * * % had not reduced its price, * * * would have
purchased the lower priced Japanese product.

* % % was named by * * * in a.lost sales allegation involving * * *.
* % % alleged that it quoted a.price of $#*¥** but that * * * purchased * * *
from * * * for §¥«%, * * * g spokesman for * * %, confirmed that the company
purchased * % % from Japanese suppliers, one in * * % and the other in % * *,
* % % stated that * *.* did consider * * * but the company purchased the
Japanese product because the price was approximately 20.percent lower than the
price of the * * % system. % * * added that quality and price are both
considered when making a purchasing decision, and if no difference 1n quality
exists the lower priced product will be chosen.

Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
during the period January 1985 through March 1988 the value of the Japanese
yen advanced sharply by 100.7 percent against the U.S. dollar (table 21). 1/
Adjusted for relative movements in producer price indices in the United States
and Japan, the real value of the Japanese currency registered an overall
appreciation equivalent to 68.7 percent as of the first quarter of 1988
relative to January-March 1985 levels.

1/ International Financial Statistics, April 1988.




Table 21 4 : ' T
U.S.-Japanese exchange rates: 1/ Nominal-exchange-rate equivalents of the
Japanese yen in U.S. dollars, real-exchange-rate equivalents, and producer

price indicators in the United States and Japan 2/ 1ndexed by quarters,
January 1985-March 1988 - - o

U.s. Japanese Nominal- Real-

Producer Producer " exchange- exchange-
Period . Price Index - Price Index rate index rate index 3/
: 2 '----US dollars/yen----
1985: - ’
January-March..... 100.0 100.0 100.0 100.0
April-June........ 100.1 98.8 102.8 101.5
July-September.... ' 99.4" 97.5 108.0 106.0 -
October-December.. 100.0 94.7 124.4 117.8 °
1986: ' '
January-March..... 98.5 92.8 137.2 129.2
April-June........ 96.6 89.4 151.5 140.1
July-September.... 96.2 87.0 165.4 149.7
October-December.. 96.5 86.1 160.8 143.5
1987: : . i ' ST
January-March..... 97.7 85.6 - '168.2 147.4
April-June........ 99.2 84.9 180.6 154.5
July-September.... 100.3 - 86.0 - ©175.4 150.2
October-December.. 100.8 89.2 189.7° 167.9
1988: . : ' : -
January-March 4/.. 101.1 85.0 -+ 7'200.7 7 168.7

1/ Exchange rates expressed in U.S. dollars per unit of yen.

2/ Producer price indicators--intended to measure final product prices-- are
based on average quarterly indices presented in line 63 of the International
Financial Statistics.

3/ The indexed real exchange rate represents the nominal exchange rate
adjusted for relative movements in Producer Price Indices in the United States
and Japan. Producer prices in the United States increased 1.1 percent.between
January 1985 and March 1988 compared with a 15.0-percent decrease in Japan
during the same period.

4/ Data are derived from exchange rate and Producer Price Indices reported for
January-February only.

Note--January-March 1985=100.

Source: International Monetary Fund, International Financial Statistics,
April 1988.
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INTERNATIONAL TRADE
COMMISSION ’ .

{investigation No. 731-TA-390
(Prellmlnary)l

. ngltal Readout Systems and .
". Subassemblxes Thereof Ffom Japan

Asencv Internahonal Trade
Commission.

acTion: Insiitution of a preliminary
antidumping investigation and

scheduling of a conferénce to be held in""

connection with the investigation.-

" or in this case by May 12, 1988.

" Miami, FL. -~
L 'Parucxpatlon in the lnvestigation
. Persons w1shmg to participate in thls .

summaRry: The Commission hereby gives
notice of the institution of preliminary
antidumping investigation No. 731-TA-
390 {Preliminary) under section 733(a) of
the Tariff Act of 1930 (19-US.C. -

1673b(a)) to determine whether there is :.

a reasonable indication that an industry;
in the United States is materially : :

_ consoles or transducers sold separately.
" the major component of consoles. namely printed

- injured; or is threatened with materiul -

injury. or the establishment of an

*industry in the United States is
- materially retarded. by reason of
" imports from Japan of digital readout

systems and subassemblies thereof.!
provided for in item 710.80 of the Tariff

"Schedules of the United States (TSUS)

or however provided for in Parts 4 or §
Schedule 6 or Part 2 of Schedule 7 of the
TSUS. that are alleged to be sold in the
United States at less than fair value. As
provided in section 733{a). the
Commission must complete preliminary-
antidumping investigations.in 45 days, - -

s

For further information concerning the

"conduct of this investigation and rules of
- general-application, consult the
~ Commission's Rules of Practice. and".

Procedure, Part 207, Subparts A and B

George L. Deyman ("02-252—1193)

.Office of Investigations, U.S."

International Trade Commission. 500 E
Street SW., Washington, DC 20436.
Hearing-impaired individuals are "~ =

- advised that information on this matter -

can be obtained by contacting the -

. Commission’s ‘TDD terminal on 202-252-
*1810. Persons, with miobility 1mpaxrments
. who will need special assistance in .

. gaining access to the Commission
~ghould contact the Office-of the o

Secretary | at-202+252~1000.

'_SUPPLEMENTARY lNFORMA?’ION

Background

-+~ This investigation is being msmuted -

in response to‘a petition-filed on March ~
28, 1988. by Anilam. Electromcs Corp -

mvestngahon as parties must file an -
entry of appearance with.the Secretary
to the Commission. as provided in- -
§ 20111 of the Commission's rules (19

: 'D-gnal readoul s\*slems subyect 10 thl.s .

" -investigation prov ide linear or rotational -

displacement information for high precision . -

industrial equipment such as metalworking machme ’

‘tools and coordinute inspection machines. The

- systems generally consist of an electrunic console
.and one measurement transducer for each axis of . |

lincar or rotational displocement to be measured.
Subassemblies of digitsl readout systems consist of-
and include

circuit boards. and the two major components of
transducers. naniely gluss sirips with chrome
grating. und reading heads. (The article subject to
this investigution are also provded for in

. subheadings 9031.80.00 or 9031.80.60 of the propused

Harmonized Tarifl Scnedules of the Unued Sl.nles
{USITC Pub. 2030).) .

- CFR 201.11). not later Lhdn seven {7)
days after pubhcahon of this notice in
the Federal Register. Any entry of .
appearance filed after this dute will be
referred to the Chairman. 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 § 201.11(d) of the
Commission’s rules {19 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 i
. accordance with §§ 201.16(c) and 207.3
" .of the rules {19 CFR 201.16(c) and 207. 3)

" . each document filed by a party to the
.(19 CFR Part 207}, and Part 201, Subparts

A through E (19 .CFR Part 201).
* EFFECTIVE DATE: March 28. ‘1988
" FOR FURTHER INFORMATION conncr

investigation must be-served on all other
parties to the investigation (as identified
by the service list), and a certificate of
service must accompany the document

The Secretary will not accepta "~

document for filing without a certificate-
of service.

' Conference '

The Director of Operations of the
Commission has scheduled a conference

. in connection with this investigation for

.'9:30 a.m. on Apnl 20, 1988, at the U.S.
..Inlematxonal Trade Commission

-Building, 500 E Street SW., Washmgton[ '
. DC. Partiés wishing to participate-in the

conference should contact George L.

. Deyman (202-252-1193) not later. than
- April 18, 1988, to arrange for their

-appearance: Parties in support- of the
imposition of antldumplng duties 'in this
investigation: -and parties in opposmon
to the imposition of such duties will -

... eachbe collectively allocated one hour "
. within which to make.an oral -

presentanon at the conference
Wntten Submlssxons

An} person may. submlt to the . ...
Commission on or before Apnl 22, 1488,
a written statement of information _ .

.pertinent to the subject of the
investigation, as provided in § 207. 15 of
the Commxssnon 's,rules (19 CFR 207.15).
A sxgned ongmal and fourteen (14)
copies of each submission must be filed
with the Secrétary to thé Commission in

".accordance with § 201.8'6f the rules (19 -

CFR 201.8). All writtén subrissions
except for confidential 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.i- - .- - -
Any business information for which

.. confidential treatment is desired must- .

be submitted separately. The envelope
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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 § 201.6 of the
_ Commission’s rules (19.CFR 201.6).
Authority: This investigation is being
conducted under authority of the Tariff Act of -
1930, title VIL. This notice is published
pursuant to § 207.12 of the Commission’s
rules (19 CFR 207.12). T o
By order of the Commission. -
Kenneth R. Mason,
Secretary.

Issued: March 30. 1588. o
[FR Doc. 88-7248 Filed 4-1-88; 8:45 am|
BILLING CODE 7020~02-M '







APPENDIX B

CALENDAR OF WITNESSES AT THE COMMISSION'S
PUBLIC CONFERENCE



CALENDAR OF PUBLIC CONFERENCE

Investigation No. 731-TA-390 (Preliminary)

DIGITAL READOUT SYSTEMS AND SUBASSEMBLIES THEREOF FROM JAPAN

Those listed below appeared at the United States International Trade
Commission's conference held in connection with the subject investigation on
April 20, 1988, in the Hearing Room of the USITC Building, 500 E Street, SW.,
Washington, DC.

(4

In support of the imposition of antidumping duties

Honigman Miller Schwartz & Cohn--Counsel
Detroit, MI
on behalf of--

Anilam Electronics Corp.
Mr. Jay T. Malina, President, Anilam Electronics Corp.
Mr. Mitchell Tress, Executive Vice President, Anilam
Electronics Corp.
Harry C. Goplerud, Esq.--OF COUNSEL

Sargon Industries, Inc.

Mr. Misha Dooman, President, Sargon Industries, Inc.
Mr. Michael Payne, Production Manager, Sargon Industries, Inc.

In opposition to the imposition of antidumping duties

Mudge Rose Guthrie Alexander & Ferdon--Counsel
Washington, DC
on behalf of--

Futaba Corp. of America

N. David Palmeter)

Teresa M. Polino )"'OE COUNSEL



CALENDAR OF PUBLIC CONFERENCE--Continued

In opposition to the imposition of antidumping duties--Continued

Wilmer, Cutler & Pickering--Counsel
Washington, DC
on behalf of--

Sony Magnescale America, Inc.

Mr. Larry Sato, General Manager, Sony Magnescale America, Inc.
Mr. Richard L. Boyce, President, Econometrica International Inc.

John D. Greenwald, Esq.--OF COUNSEL
Tanaka Ritger & Middleton--Counsel

Washington, DC
on behalf of--

Mitutoyo Manufacturing Co. Ltd.
MTI Corp.

H. William Tanaka, Esq.--OF COUNSEL
Sonnenberg, Anderson, O'Donnell & Rodriguez--Counsel

Chicago, IL
on_behalf of--

Sokki Electronics U.S.A., Inc.
Sokki Electronics Corp.
Sokkisha

Mr. Eitoku (Ed) Yamanaka, General Manager, Sokki Electronics
U.S.A., Inc.

Paul S. Anderson, Esq.---OF COUNSEL
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International Trade Admiru's!ratibn
[A-580-803] ‘

Initiation of Antidumping Duty

investigation; Digital Readout Systems'

and Subassemblies Thereof From
Japan

AGENCY: [mport Adminstration,
International Trade Administration.
Deparument of Commerce.

ACTION: Notice.

SUMMARY: On the basis cf a petiion
filed in proper form with the U.S.
Department of Commerce, we are
initiating an antidumping duty
investigation to deterrmine whether
imports of digital readout systems and
subassemblies thereof from Japan are
being, or are likely to be, sold in the
United States at less than fair value. We
are notifying the U.S. International
Trade Commission (ITC) of this action
so that it may determine whether
imports of this product materially injure.
or threaten material injury to, a U.S.
industry. If this investigation proceeds
normally, the ITC will make its

- preliminary determination on or before
May 12, 1988. If that determination is
affirmative, we will make a preliminary
‘determination on or before September 6.
1988.

EFFECTIVE DATE: April 22, 1988

FOR FURTHER INFORMATION CONTACT:
Raymond Busen or John Brinkmann,
Oifice of Investigations, Import
Admirnistraticn, Internatioral Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230:
telephone (202) 377-3464 or 377-3965.
SUPPLEMENTARY INFORMATION:

The Petition

On March 28, 1988, we received a
petition in proper form filed by Anilam
Electronics Corporation on behalf of
U.S. producers of digitai readout
systems and subassemglies thereof. In
compliance with the filing requirements
of 19 CFR 353.36. petitioner 2ileges that
imports of digital readout svstems and
subassemblies thereof from jzpan are
being. or are likely to be. sold in the
United States at less than fair value
withip the meaning of section 731 of the
Tariff Act of 1930, as amended (the Act),
and that these imports materially injure.

or threaten material injury to, a U.S.
industry.

United States Price and Foreign Market
Value

United States price was based on U.S.
selling prices to end users. Petitioner

-deducted ocean freight and insurance,

inland freight. U.S. Customs duties, and
handling charges.

Petitioner based foreign market value
on a Japanese manufacturer's retail
price quotes to Japanese end users.

Based upon a comparison of United
States price and foreign market value,
petitioner alleges dumping margins of
between 62 and 104 percent.

Initiation of Investigation

Under section 732(c) of the Act, we
must determine, within 20 days after a
petition is filed, whether it sets forth the
allegations necessary for the initiation
of an antidumping duty investigation
and whether it contains information
reasonably available to the petitioners
supporting the allegations. :

We examined the petition on digital
readout systems and subassemblies
thereof from Japan and found that it
meets the requirements of section 732(b)
of the Act. Therefore, in accordance
with section 732 of the Act. we are
initiating an antidumping duty
investigation to determine whether
imports of digital readout systems and
subassemblies thereof from Japan are
being, or are likely to be, sold in the
United States at less than fair value. If
our investigation proceeds normally, we
will make our preliminary determination
by September 6, 1988.

Scope of Investigation

The United States has developed a
system of tariff classification based on
the international harmonized system of
Custums nomenclature. The U.S.
Congress is considering legislation to
convert the Uniled States to this
Harmonized System (HS). In view of -
this, we will be providing both the
appropriate Tariff Schedules of the
United States Annotated (TSUSA) item
numbers and the appropriate HS item
numbers with our product descriptions
on a test basis. pending Congressional
approval. As with the TSUSA, the HS
item numbers are provided for
convenience and Customs purposes. The
written description remains dispositive.

We are requesting petidoners to
include the appropriate HS item
number(s) as well as the TSUSA item
number(s) in all new petitions filed with
the Department. A reference copy of the
proposed HS schedule is available for
consultation at the Central Records
Unit. Room B-099. U.S. Department of

Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230.
Additionally. all Customs officers have
reference copies and petitioners may
contact the Import Specialist at their
local Customs office to consult the
schedule.

The products covered by this
investigation are digital readout systems
and those subassemblies. and parts
thereof, that are dedicated exclusively -
for use in the manufacture or production
of digitai readout systems. The term
dedicated exclusively for use only
encompasses those subassemblies that
are specifically designed for use in
digital readout systems, and may not be
used for other purposes. The
Department will determine whether
certain subassemblies meet the above
criteria during the course of this
investigation. The products are currently
provided for under TSUSA item number
710.8080 and currently classifiabie under
HS item number 9031.80.0080.

Digital readout systems {[DROs)
generally consist of an electronic
console and one measurement
transducer for each axis of linear or
rotational displacement to be measured.
Subassemblies consist of electronic
consoles or transducers, the major
components of DROs, and the major
components of electronic consoles,
namely printed circuit boards, and the
two major components of transducers,
glass strips with chrome grating. and -
reading heads. DROs provide linear or
rotational displacement information for
high precision industrial equipment such
as metalworking machine tools.

Notification of ITC

Section 732(d) of the Act requires us
to notify the ITC of this action and to
provide it with the information we used
to arrive at this datermination. We will
notify the ITC and make avaziladle to it
all nonprivileged and nonproprietary
information. We will allow the ITC
access to all privileged and business
proprietary information in our files.
provided it confirms in writing that it
will not disclose such information either
publicly or under administrative
protective order without written consent
of the Acting Assistant Secretary for
Import Administration.

Preliminary Determination by ITC

The ITC will determine by May 12.
1988 whether there is a reasonable
indication that imports of DROs and
subassemblies thereof {rom Japan
materially injure. or threaten material
injury to. a U.S. industry. If its
determination is negative, the
investigation will terminate: otherwise.
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it will proceed according to the statutory
and regulatory procedures.

This notice is published pursuant to
section 732{c){2) of the Act.
Joseph A. Spetrini.
Aceing Assistant Secretary for Import
Administration.
April 18, 1988. '
|FR Doc. 8889 Filed 4-21-88: 8:45 am}
BILLING CCDE 3510-DS-M




* kY
| & X % | UNITED STATES DEPARTMENT OF COMMERCE
. International Trade Administration

s ;
l ‘)’Q, ‘i o Washington, 0.C. 20230

MAY 5 1988

Mr. Lynn Featherstone

Acting Director

Office of Investigations

500 E Street, S.W. Room 615AA
Washington, D.C. 20436

Dear Mr. Featherstone:

This letter is to clarify our intent with regard to the
products covered as outlined in the "Senpe of Investigation®
section of our initiation of antidumping investigation on
digital readout systems and subassemblies thereof from Japan
(53 FR 13302, April 22, 1988).

The first part of our scope of investigation covers digital
readout (DRO) systems, whether assembled or unassembled. An
unassembled DRO system would include a console and a transducer
(glass scale, magnetic, and rotary encoder but not laser)
destined for use in a DRO system and imported into the U.S. for
assembly and sale as a DRO system.

The second part of our scope of investigation covers
subassemblies and parts thereof. Subassemblies and parts

thereof include consoles and parts of consoles destined for use
in DRO systems.

We intend to clarify the "Scope of Investigation" section in
our preliminary determination which is currently scheduled for
September 6, 1988. If there are any further questions with
regard to this matter, please phone me at 377-5497.

Sincerely,

Michael J. Coursey
~ Director
. Office of Investigations
i
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LETTER RECEIVED BY THE COMMISSION FROM ACU-RITE, INC.,
' IN SUPPORT OF THE PETITION - ' :
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ACU-RITE

| INCORPORATERD
B At T ———— e
| . B90 EAST SECOND STREET ¢ JAMESTOWN, NEW YORK 1470} « TELEPHONE 716 » 483 » 2587 TELEX 353878

RONALD F. MASUCCI

Presicent
April 21, 1988
Mr, George L. Deyman
Office of Investigations
U. $S. International Trade Commission
500 E Street, S.W.
Washington, D.C, 20436
Dear Mr., Deyman:
I would like at this time to further reenforce Acu-Rite's
previous position with regard to Anilam's petition to
investigate Japanese dumping of digital readout systems
and subassemblies thereof in the U,S. market,
Acu-Rite is a U.s.'producer of both consoles and transducers
for digital readout systems and subassemblies thereof,
ACU-RITE INCORPORATED strongly supports Anilam's position
that the U,S. industry for digital readout systems and sub-
assemblies is materially injured or threatened with material
injury by reason of imports from Japan, which are being sold
in the United States at less than fai; value.
We also support the position that magnetic scale transducers
are a like product to glass scale transducers and that
digital readout systems employing either’ type of transducer
directly compete,
SincerSly,
ey /5'7 2 s )
i _.'-"’ 7 /‘wc‘cc

aid F. Masucci

RFM/8

| VIA TELEFAX
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APPENDIX E

COMMENTS RECEIVED FROM PRODUCERS ON THE IMPACT OF IMPORTS FROM JAPAN ON
THEIR GROWTH, INVESTMENT, AND ABILITY TO RAISE CAPITAL
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Impact of imports on U.S. producers’ growth, investment, and ability to
raise capital

U.S. producers of digital readout systems and subassemblies thereof were
asked whether they experienced any actual negative effects on their growth,
investment, and ability to raise capital, as a result of imports of digital
readout systems and subassemblies thereof from Japan. Five producers
responded "yes,” * * * responded “no,” and one * ¥ * did not respond "yes” or
“no” but nevertheless provided a written comment. The producers’ comments are
quoted below:

The U.S. producers were also asked whether they anticipated any negative
impact of imports of digital readout systems and subassemblies thereof from
Japan. Five producers, including * % *, 6 answered ”"yes” and three answered
"no.” Producers’ comments on the potential negative impact are quoted below:



