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UNITED STATES INTERNATIONAL TRADE COMMISSION 

Investigations Nos. 731-TA-426-428 (Preliminary) 

CERTAIN SMALL BUSINESS TELEPHONE SYSTEMS AND SUBASSEMBLIES THEREOF 
FROM JAPAN, KOREA, AND TAIWAN 

Determinations 

On the basis of the recor-d !/-developed in the subject investigations·, the 

Conunission determines, pursuant to -section ·733 (a) of the Tariff Act of 1930 (19 

U.S.C. § 1673b(a)), that there is a reasonable indication that an· industry in· 

the United States is materially injured by reason of imports from Japan, Korea, 

and Taiwan of small business telephone systems and subassemblies thereof, 2/ 

provided for in subheadings 8504.40.00, 8517.10.00, 8517.30.20, 8517.30.25, 

8517.30.30, 8517.81.00, 8517.90.10, 8517.90.15, 8517.90.30, 8517.90.40, and 

8518.30.10 of the Harmonized Tariff Schedule of the United States, ll that are 

alleged to be sold in the United States at less than fair value (LTFV). 

Background 

On December 28, 1988, a petition was filed with the Conunission and the 

Department of Conunerce by American Telephone & Telegraph Co., Parsippany, NJ, 

and Comdial Corp., Charlottesville, VA, alleging that an industry in the United 

States is materially injured and threatened with material injury by reason of 

LTFV imports of small business telephone systems and subassemblies thereof from 

Japan, Korea, and Taiwan. Accordingly, effective December 28, 1988, the 

!/The record is defined in sec. 207.2(i) of the Conunission's Rules of Practice 
and Procedure (19 CFR § 207.2(i)), 
21 For the purposes of these investigations, the term "small business telephone 
systems and subassemblies thereof" means telephone systems with intercom or 
internal calling capability and total nonblocking port capacities of between 2 
and 256 ports, units of such systems, and subassemblies for use principally in 
such units, including control and switching equipment, circuit cards and 
modules, and proprietary corded telephone sets and consoles, whether complete 
or incomplete, assembled or unassambled. 
ll Formerly provided for in items 682.60, 684.57, 684.58, and 684.59 of the 
Tariff Schedules of the United States 
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Conunission instituted preliminary antidumping investigations Nos. 731-TA-426-

428 (Preliminary). 

Notice of the institution of the Conunission's investigations and of a 

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

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

Conunission, Washington, DC, and by publish~ng the notice in the Federal 

Register of January 6, 1989 (54 F.R. 495). The conference was held in 

Wasr.ington, DC, on January 18, 1989, and all persons who requested the 

opportunity were permitted to appear in person or by counsel. 



VlEWS OF THE COMMISSION 

on the basis of_ the information gathered in these preliminary 

investigations, we detet-rnine that _there is a reasonable indication that the 

domestic industcy producing equipment ded_icated for use in small business 
. . . : : ~ . . : . 

telephone systems is mat~riallr. injured by reasc:m of the allegedly_ LTl''V 

imports fr:om Japan, Korea,. _and Taiwan .. 

I. Like product 

To determine whether there is a "reasonable indication of material 

injut·y," the Commission must make· threshhold factual determinations with 

respect to the appropriate "like product" and "domestic industcy." Section 

771(4) (A) of the Tariff Act o-f 1930 defines the relevant domestic industt·y as 

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

whose collective output of the like product constit~tes a major pcoportion of 

1/ the total domestic production of that product." -· "Like pt•oduct" ·is 

defined as a "product that. is like, or in th~ absence of like, most similar in 

21 characteristics and uses with, the article subject to an investigation." 

The Commission's decision regarding the appropriate like product(s) in an 

investigation is a factual detet-rnination, and the Commission has applied the 

!I 19 U.S.C. § 1677(4)(A). 

21 19 u.s.c. § 1677(10). 



statutory standard of "like" or "most similar in characteristics and uses" on 

a case--by--case basis. 1I In a:nalyzing like' ~roduct issues, the Commission 

generally considers a number of factors i•
1

el~ti~g to characteristics and uses 

including: (1) physiCal appearance, c2» interchangeability, (3.) channels of 

distribution, (4) customer perceptions, (5) co~on manufacturing facilities 

and production employees, and, where appropriate, (6) price. !I No single 

factor is necessar.ily dispositive, and the Commission may consider other 

- factors it deems relevant based on the facts of a given investigation. The 

Commission has found minor variations to be an insufficient basis for a 

separate like product analysis. Rather, the Commission has looked for clear 

2/ dividing iines among possible like products. 

When considering whether "semif inished" or "compot\ent" articles are 

"like" the finished product, the Commission examines: (1) the necessity for, 

and the co~ts ~f, further processing, (2) the degree of interchangeability of 

articles at the different stages of production, (3) whether the article at an 

11 Asociacion Colombiana de Exportadores de Flores v. United states, 12 
CIT~-' 693 F. Supp. 1165, 1168, n.4 (1988) (Asocoflores); Digital Readout 
Systems and Subassemblies Thereof from Japan, Inv. No. 731--TA--390 (1''inal), 
USITC Pub. 2150 (January 1989). 

~I Asocoflores 693 F. Supp; at 1170, n.8; Digital Readout Systems, supra 
n.3, at 4. 

21 pigital Readout Systems, supra n.3, at 4; Anti.friction Bearings (Other 
than Tapered Roller Bearings) and Parts Thereof from the Federal Republic of 
Germany, France, Italy, Japan, Romania, Singapore, Sweden, Thailand, and the 
United Kingdom, Inv. Nos.303-TA-19 and 20, 731--TA- 391-399 (Preliminary), USITC 
Pub. 2083 (May 1988). 
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earlier stage of production is dedicated to use in the finished ~rticle, 

(4) whether there are significant independent uses or markets for the finished 

and unfinished articles, and (5) whether the article at an earlier stage of 

production embodies or imparts to the finished article an essential 

h t . t' f . 61 c arac er1s 1c or unction. -

A. Background information 

The imported articles subject to these investigations are small business 

telephone systems (SBTSs) and subassemblies thereof from Japan, Korea, and 

Taiwan. 1.I Commerce• s Notice of Initiation identified three principal 

subassernblies that comprise a SBTS: (1) control and switching equipment, 

including "key set•vice units" (KSUs), (2) circuit cards, modules, and power 

supplies, and (3) proprietary corded telephone sets and consoles. The 

separation of subassemblies into three categories is not as clear as 

~I Light-Duty Integrated Hydrostatic Transmissions and Subassemblies 
Thereof, With or Without Attached Axles,. from Japan, Inv. No. 731-TA·--425 
(Preliminary), USITC Pub. 2149 at 19, n.64 (January 1989); Antifriction 
Bearings, supra n.5, at 7; Certain Forged Steel Crankshafts from the Federal 
Republic of Germany and the United Kingdom, Inv. Nos. 731-TA-351 and 353 
(Final), USITC Pub. 2014 (September 1987); 64K Dynamic Random Access Mernot·y 
Components from Japan (DRAMs), Inv. No. 731-TA--270 (l!'inal), USITC. Pub. 1862 
(June 1986). 

71 The Department of Commerce (Commerce) Notice of Initiation states that 
the scope of the investigation covers "certain small business telephone 
systems, whether complete or incomplete, assembled or unassembled, with 
intercom or internal calling capability and total non-blocking port capacities 
between 2 and 256 ports, and discrete subassemblies thereof designed and 
dedicated for use in such systems." 54 Fed. Reg. 3516-20 (January 24, .1989). 
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Commerce's Notice or the parties' submissions suggest. For example, circuit 

cards are often incorpot"ated into control and switching equipment or telephone 

sets and consoles, and some functions performed by the telephone set or 

console in some systems are perfol"med by the contt·ol equipment in other 

8/ systems. -- The actual operating STBS requit'es a significant amount of 

installation work such that the cost of an installed system is considerably 

more than the cost of the three categories of subassemblies identified by 

Commerceand the.parties. 
'}_/ 

Importers generally reported that they import subassemblies, not 

§I In addition, the three categories include ar~icles that are 
significantly different from one another. For example, power supplies are 
included in the circuit card category, but are segregated from other circuit 
cards for production and shipment and provide a function distinctly different 
ft•om other circuit cards. Further, there are significant differences between 
telephone sets and telephone consoles. These differences led several 
respondents to suggest that there are more than three categories of 
subassemblies. For example, 'fo"uj itsu suggests that the "appropriate" 
categories of subassemblies are as follows: (1) telephone hand sets, 
(2). telep~one.base sets, (3) telephone cards, (4) switching u~its, (5) power 
units, (6) printed wiring cards, and (7) cabinets. Post Conference Brief ·of 
Fujitsu at 12-13. Economists Incorporated, a representative of all Japanese 

·respondents collectively, implied that there should be more than three 
~ubass .. :-mbl ies. See Post Conference Economic Submission of Japanese 
Respondents at 11, 2, n.6. 

'}_/ The tel"m "small business telephone system" is defined in the petition as 
an uninstalled system and, thus, should not be confused with an installed 
system. The former merely refers to a collection of subassemblies that are 
the essential pieces of equipment in a SBTS; the latter refers to a fully 
configured and operating system installed on the end user's premises. In this 
op1n1on, we will use the term "uninslalled system" or "equipment dedicated for 
us~ in a SBTS" when referl'ing to the pt•oduct subject to investigation and 
produced by the domestic industt·y, and the term "installed system" when 
referring to the pt•oduct purchased by the end user. 
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10/ 
"systems." - Notwithstanding this allegation~ questionnaire responst)s 

11/ 12/ 
indicated a significant volume of imported "systems." -- - Imports of 

uninstalied systems and subassemblies are typically sold to unrelated 

distributors and retailers, while.domestic systems and subassemblies are more 
I ~ '- • ' • 

d . h d 13/ often sold 1rectly to t e en user. -- Regardless of w~ether the supplier 

is an integrated producer or an unrelated retailer (referred to as an 

"interconnect"), that supplier configures a system based upon the mix of 

10/ Report. of the :Commission (Report) at A-·29 . 

. 11/ , Id.at A-30, Table 17. 

12/ Commissioner Rohr and Commissioner Newquist note that the "like product" 
issue in these investigations was made unnecessarily complicated by the use of 
the term "system," which was apparently defined and interpreted in different 
ways by Conunerce, the petitioner, and those in ~pposition to the petition. 
Petitioner argued for inclusion of syst~ms ,in the like product, defined as the 
aggregation of the subassemblies. Those in opposition opposed inclusion of 
systems, defined as installed systems. Commissioner .Rohr and Commissioner 
Newquist agree with those in opposition to the petition that "installed 
systems" are not the appropriate. like product. However,, they also agree with 
the petitioner that the aggregation of assemblies should be included in the 
like product. Whether sue~ an aggregation is called a system is merely a 
question of semantics. 

Unfortunately, the· reitet·ation of the parties' arguments, which 
incorporate these divergent uses of the term "systems," may cause confusion in 
understanding this opinion .. In their view, the key question is whether th~ ... 
aggregation of subassemblies, which the Commission, in an effort to avoid 
confusion, refers to as "equipment dedicated for use in SBTSs" constitutes a 
single like product or a number of separate like products. This is the issue 
that the Commission decides in its discussion of the appt·opriate like 
product. See infra p. 13-19. See also Commissioner Rohr and Commissioner 
Newquist's additional remarks regarding the effect on ~he analysis of looking 
at a single, as opposed to mu.ltiple, like products, .infra n. 30. 

13/ Report at A-· 11. AT&T, the dominant U.S .. producer, has its own sales 
force. The remaining domestic producers market their equipment in a manner 
similar to the importers. 
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14/ 
subassemblies that meets a particular end user's needs. ~ 

Purchases by the en" user consist of eithe'r the installation of a 

complete system, which includes significant value added as part of the 

installation in addition to the cost of the subassemblies, or the purchase of 
. t 

additionai subassemblies to expand the cap'acity or add other functions to the 

existing system. There 'is no effecti.ve competition for expansion sales 

because such expansion or additional functions require the purchase of 

subassemblies made by the producer of the installed system. Expansion or 

add-on subassemblies are a significant component of total sales to end users 

because the installed system typically is set up to operate at between 40 to 

60 percent of its capacity. Thus, the installed system is flexible enough lo 

expand as the needs of the end user change and sales of expansion 

subassemblies are large enough to constitute a significant factor in the 

overall profit of domestic producers. 

There are three different types of small business telephones systems: 

"key" systems, private branch exchange systems (PBX), and hybrid systems. The 

key system is the predominant type used in the smal 1 busine·ss market. In a 

key system each telephone set has several 'lighted buttons, each of which 

provides access to an external line. PBX systems use more.sophisticated 

VI! The subject subassemblies of each producer, both foreign and domestic, 
are all dedicated for use in an insta'lled SBTS proprietary to that same 
producer. In other words, subassemblies of one producer cannot be combined 
with those of another producer to construct a functional SBTS. 
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~technology to give every phone in the system access to a group of external 

lines. Hybrid systems combine some of the technological elements of the key ·C 

15/ 
and PBX systems. ---

small business telephone systems a~e distinguished in the petition from 

individual consumer phones, on the one hand, and large business systems, on 

the other, in terms of their capacity to handle a number of stations and 

external lines. The presence of more than one port and internal or intercom 
;• 

capability apparently distinguishes SBTS, both physically and functionally, 

16/ 
ft•om individual consumer phones. - - The 256 non--blocking port limit on 

SBTS apparently provides a relatively clear and distinct break between small 

and large systems. For example, AT&T's smallest large business phone system 
. . . l~/ 

(the PHX System 75) has 800 ports, 483 of them non--blocking. --

B. The issues 

Five like product issues have arisen in these preliminary 

investigations. The primary issue is whether the three principal 

subassemblies should be considered separate like products or part of a single 

like product. This issue will be dealt w~th in _some detail. . The secondary . 

issues are whether all like products should be divided. into analog and digital, 

!2/ Petition at 2-3. See Report at A-4. 

16/ None of the parties disputes this diffet·ence or has argued that consumer 
telephones should be. part of the like prod_ucl. 

!ll Petition at 12, n.14. 
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like products, whether small business telephone systems are distinct from 

large business telephone systems, whether there are other- subassemblies that 

require separate treatment, and whether "incomplete" subassemblies constitute 

separate like products. Each of these secondary issues will be briefly 

18/ analyzed. -

1. §ystems versus subassemblies 

The principal like product issue in these investigations concerns whether 

all equipment dedicated for use in a SBTS (i.e, an uninstalled system) should 

be considered a single like product or whether the individual pieces of 

equipment should be considered separately, and, if so, how many pieces of 

equipment should be separately identified. In order to evaluate this issue, 

]JV Several respondents have argued that the Coromission is without 
jurisdiction to investigate imports of "systems" since they include a service 
component. Such an argument is without merit. The service component is 
installation that is domestic, not foreign, value added. Moreover, the 
petition'~ scope spe~ifically excludes installation in its definition of a 
"system." 

It· has also been argued that AT&T has no standing to bring an 
investigation of systems since a majority of the installers of systems have 
not come forward in support of the petition.· Even if the Commission 
considered standing questions, installers are not produceri of the equipment 
they install nor would their active support be necessat•y in any case. 

Others have argued that the Commission is prohibited from using any 
pricing data or that AT&T's inclusion in the domestic industry should be 
limited to open market sales of subassemblies. Such arguments amount to 
little more than reworked captive/merchant market ai·gumenls that the 
Commission has consistently deter:mined have no relevance to domestic industry 
issues, although they are market factors that may have relevance to the 
analysis of the pricing data and causation. See, ·!t:A· DRAMs, supra n.6, at 
11, n.18. For a discussion of the effect of these market factors on prices, 
see p. 37-39, infra. 
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one must understand the key difference between the major domestic producer of 

the subject merchandise, AT&T (by far the largest domestic producer), and most 

other domestic and foreign producers. AT&':f is. a fully integrated company that 

manufactures its own equipment. for SB1'S th~ough its General Business Systems 

division (GBS). AT&T also has its own sales force ~nd distribution system so 

that most of its direct, head-to-.head competition with domestic and imported 

systems. and .subassemblies occ.urs at the end user level for. insta.l_led systems. 

The end user, however_, is concerned principally with the cost and 

functionality of an installed system configured to meet:. its individual needs. 

The. end user .usually d.oes. not purchase subassembl.ies or uninstalled systems 

from GBS or from importers and foreign producers.. Instead, the, end user 

purchases a fully installed system ft·om either ·a fully integt•ated produce.r 

(such as GBS) or from an independent domestic "interconnect." 

a. Petitioners' argument 

. ' 

Petitioners insist that systems and subassemblies constitute a single 

like product. They allege that subassemblies and systems are manufactured by 

the same producers, in the same facilities, using the same employees. 

Further, subassemblies and systems reach the end user through the same 

channels of distribution. For AT&T, the end user generally acquires inst.ailed 

systems and subassemblies through the GBS sales force. For other domestic 

producers and importers, the end user can put•chase installed syste.ms and 

subassemblies from ind.ependent interconnects. Regard.less of whether an end 

user purchases from an integrated producer or an independent interconnect, 
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that supplier sells both the inst"alled system and the expansion 

subassemblies. Further, petitioners allege tnat end users perceive the 

product as a system, not as separate subassemblies. 

Regarding the ·factors that the commis.sion traditionally analyzes in 

considering whether "semifini'shed" pr6'ducts 'are like" a "finished" product, 

petitioners argue that the term ··•systems" as defined in the petiti:on refet•s 

merely to an aggregation of the subject subassemblies, and does not include 

- installation and other services. _ Thus, accordin·g to this definition, · 

subassemblies. ~equire no significant· further pt;ocessitig to produce an 

uninstalled system. F'urther, subassemblies· ha.ve fro use, .in and. of themselves, 

but are dediCated solely for use in· a functioning SBTS. In addition, thel.·e 

allegedly ai·e no independent markets for the subassemblies. Marketing of · 

subassemblies is merely the first step· in the· channel of distribution, with 

the marketing of the system being the last step. There is no sale of a 

subassembly that is not itself dependent.upon the sale of an installed system 

to the end user or the expansion of that system by the end user. Fin~lly, 

while no individual subassembly imparts the essential characteristics of a 

system, the subassemblies collectively impart most of those characteristics, 

and no system can function without each of the subassemblies. 

b. Respondents ·~·gument · 

Respondents focus their argument primarily on the five factors that the 

Commission generally evaluates in "semifinished" product cases. First, they 

insist that systems require significant further processing in order to produce 
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19/ 
a functioning, installed system. ~ Second, they emphasize the fact that 

the separate subassembliP.s are not interchangeable with one another. 

Respondents concede that subassemblies are dedicated for use in an installed 

system, .but they argue that the markets for subassemblies and systems are 

independent of one another because subassemblies are sold to independent 

distributors and retailers. 
201 

Finally, they note that none of the 

subassemblies imparts the essential characteristic to a system. Instead, each 

subassembly provides a different function. 

c. Analysis 

Our analysis of these factors, based upon the record developed in these 

preliminary investigations, leads us to conclude that all equipment dedicated 

21/ 
for use in a SBTS should be considered a single like product. --

First, a consideration of the extent of further processing leads to the 

conclusion that the equipment dedicated for use in a SBTS is merely a 

collection of subassemblies. The second factor, interchangeability between 

19/ In this regard, respondents and petitioners are referring to two 
different things. As noted previously, petitioners' definition of a "system" 
refers to an uninstalled system. Respondents' definition t•efers to an 
installed system and they argue that there is no such thing as an uninstalled 
system, in a commercial sense. 

20/ Respondents do not address the question of the dependence of the sale of 
subassemblies on sales of systems. 

~!/ Should any final investigations occur, we would reconsider this issue, 
if appropriate, in light of the information available at that time. 



the subassemblies and the equipment as a whole, would support a finding of 

several like products. Subassemblies are not interchangeable with one 

another, nor are they interchangeable with the equipment as a whole. However, 

we have not found such interchangeability to exist, nor would we expect to, 

when dealing with component parts and subassemblies genet·ally, because they 

are, by definition, something less than a finished product. In fact, several 

investigations involving subassemblies or components have resulted in a single 

like product finding, notwit;.hstanding the absence of such 

. . . 221 1ntet·changeab1l1ty. -·-

The third criterion, dedication to use in the finished product, favors a 

single like product. Subassemblies of small business telephone systems have 

no other use other than incorporation into a system manufactured by the same 

producer. Similarly, the fourth criterion - whether there are independent 

markets for such subassemblies - suggests that the Cornmission should find one 

like product since sales of subassemblies are entirely dependent on sales of 

23/ 
systems. --- SBTS subassemb lies are complementary products and the demand 

221 ~ntifriction Bearings, supra n.5, at 21-22; DRAMs, supra n.6, at 10; 
Erasable Progr·anunable Read Only Memories ft·om Japan (EPROMs), Inv. No. 
731--TA-288 (F'inal)' USITC Pub. 1927 (December 1986). 

23/ This is not to suggest that subassemblies are not sold separately. They 
fi:-equently are sold separately as add-on· components, as it is a standat·d 
marketing technique foi:- interconnects to sell end users a SHTS lhat operates 
at substantially less than full capacity. This allows for expansion of the 
installed systems to serve tho increasing needs of the end user without 

(Footnote continued on next page) 
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24/ 
for subassemblies is derived from the demand for systems. - While a 

subassembly may be sold to expand an existing system, as opposed to original 

installation, such subassernblies generally can only function in a SBTS made by 

25/ 
the same producer. Thus, consideration of this fourth category suggests 

that there is one like product. Finally, while no subassembly imparts the 

essential characteristic to a system {indeed, there is no single essential 

characteristic to a system but, rather, a collection of characteristics), each 

26/ 
subassembly is essential to the operation of a system. ~. 

{Footnote continued from previous page) 
requiring the end user to purchase a new system. However, the end user cannot 
use the subassemblies of one producer to expand the system of another producer. 

£!!_/ ~ee, !h.&·, Certain Granite from Italy and Spain, Inv. Nos. 701-TA---289, 
731-TA-381-382 {Final), USITC Pub. 2110 at 8-9 {August 1988). 

251 It is true that, to a limited extent, certain telephone sets produced by 
GBS (the Merlin system) can function in some of AT&T's larger systems. 
However, the extent of this interchangeability and the practical problems that 
would arise if one used a Merlin telephone set in a large AT&T System 75 are 
not yet clear. Transc~ipt of Preliminary Transcript at 106. Should final 
investigations occur, we will pursue this issue further. 

26/ Essential characteristics and interchangeobilily have more significance 
when considering semifinished products that merely go through additional 
processing stages than when considering groups of components that must be 
combined together to form the finished product. Compar~ Antifriction 
Bearings, supra n.5, at 21--22 {four separate and distinct component parts and 
finished bearing constitute one like product.), DRAMs., su.£._ra n. 6, at 10 
{wafers, dice, .and finishe" DRAM constitute single like product), and EPROMs, 
supra n.22 {wafers, dice, and finished EPROM constitute single like product) 
with Granite, supra n.24, at 3-11 {all granite at various stages of processing 
possessed the essential characteristic, no additional components added at 
various stages of production). 
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In Digital Readout Systems, the Commission addressed the question of the 

proper like product determination when considertng a "system" and its 

subassemblies. In tha~ investigation the Commission determined that consoles 

and transducers, the principal subassemblies in a ORO system, conslitut~d 

separate like products. Further, the Commission held that ORO systems did not 

constitute an additional like product since such a finding would.be 

"redundant" in that an order covering either of the two subassemblies would 

271 
apply whether imported separately or with the other subassembly. --

Comparing the underlying facts in DROs with the present investigations 

reveals that, unlike OROs where different producers made the different 

subassemblies, the principal subassemblies of a SBTS are produced by the same 

firms in the same facilities. Further, there is no "independent" mai·ket for 

subassemblies. All subassemblies are either incorporated into a system for 

sale to the end user or are added on to a syste.m. Thus demand for 

subassemblies is completely dependent on the sale' of systems. In ORO~, by 

contrast, transducers could be used in conslt·uctlng a digital readout system 

lll While Acting chah"TTlan Brunsdale and Coniri\i'ssioner Cass found four like 
products based upon their view that glass and magnetie transducers and 
consoles should be analyzed separately, the'y essentially concurred with the 
majority in finding that the appropriate like products :were subassemblies, not 
systems. Digital Readout Systems, supra n.3, at 74-79 (Views of Commissioner 
Cass); Digital Readout Systems, supra n.3, at 26 (Views of Aeling Chairman 
Brunsdale). 
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or could be incorporated into a "computerized numerical contt·ol." ~~/ 

Regarding "systems," in pROs the Commission found that the system was no 

different than the combiriation of the two subassemblies, but that the 

subassemblies had other independent markets. Subassemblies of small business 

telephone systems have no use independent of the system to which they are 

dedicated; subassemblies of DROs were independent products that had other 

uses, but could be "stuck together" to make a ORO. 

While we find one like product for the purposes of these prel iminat·y 

investigations, we note that the question whether the equipment dedicated for 

use in a SBTS constitutes separate like products or a single like product 

would not significantly affect our_ analysis of the available data, given that 

all producers produce all of the subassemblies, and all purchasers buy a 

system (whether installed, for end users, or uninstalled, for wholesalers and 

distributors). Thus, any analysis of prices and profitability would have to 

be made at the aggregate level. In addition, because SBTSs come in such 

varying size configurations, production and shipment of the subassemblies 

would have to be analyzed separately, at least on a unit basis. Further, all 

the equipment is sold through the same channels of distribution (although 

AT&T's channel of distribution is fully'integrated), to the same end users, 

and usually in combination with one another. Any analysis of the condition of 

separate subassembly industries, therefore, would have lo take into account 

the interdependent nature of the marketing of these subasseroblies. 

28/ Digital Readout~tems, SI-!.££!), n.3, at 8. 
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Finally, assuming that we found that it appropriate to consider 

subassemblies separately, the underlying reasons for doing so (the lack of 

interchangeability, amount of further processing, and lack of the "essential" 

characteristic) do not necessarily lead to the conclusion that there are only 

three like products. Instead, the three subassemblies noted by the 

. . . 29/ . . 
petitioners could be subdivided into their components, ~ which are not 

interchangeable and do not impart the essential chat•acteristic to a "finished" 

30/ 
subassembly. -- Further, all subassembties and components of subassemblies 

could be divided into digital and analog categories, or even key, hybrid, and 

PBX categories. ·In li~ht of the absence of clear dividing lines at the 

subassembly level, we do not believe that such fragmentation is appropriate. 

Therefore, in these preliminary investigations, we determine that the domestic 

?,9/ Such as (1) tele.phone hand sets, (2) telephone base sets, (3) telephone 
cards, (4) switching units, (5) power units, (6) printed wit·ing cards, and 
(7) cabinets. 

30/ Commissioner Rohr and Commissioner Newquist note that as a practical 
matter the finding that there is a single like product means only that the 
Commission will make a single material inj.ury determination which will· ;ipply 
to all the subject subassemblies. They do not believe that this finding 
precludes the Commission ft·om seeking or analyzing data on an individual 
subassembly basis to the extent that such an analysis is appropriate. For 
example, although employment and financial data might best be analyzed on·the 
aggregate "e.quipment dedicated for use in SBTSs" basis, production indicators 
might be more revealing when looked at on ·an individual subassembly basis. 
Further, in looking at individual subasscmblies, they do not believe they are 
bound by Commerce's identification of three subassemblies. · Sepat•ate data may 
be available to some extent on power supplies, telephone consoles, telephone 
sets, and control and switching units. ln collecting and analyzing such data, 
care must be taken to ensure that it will be possible to aggregate the data to 
the "equipment dedicated for use in SHTSs" level. 
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product like the subj~ct imports i~cludes small business telephone equipment, 

including uninstalled systems and a~l the dedicated subassemblies. 

2. secondary like product issues 

One respondent,· Matsushita, insists that digital and analog subasse.mblies 

31/ 
and systems constitute separate like products. ~ Matsushita maintains 

that analog systems· at•e simply. voice con1municatioh systems, while digital 

syst.:ms can distribute voice and data communications allowing the customer to 

send information to and from computers, facsimile machines, and other office 

equipment. Matsushita· ·maintains that the architecture of these systems is 

different' and that' they app"eal to diffet•ent groups of consumers' are produced 

by different coinpanies on' different equipment, and differ ·significantly in 

terms of pt· ice. 

No other respondent concurred in this dist inctio.n, and the petitioners 

object to it on factual grounds. They point out that.various systems ·cannot 

be categorized as digital or analog because the many systems in.the small 

business rnat•ket employ varying amounts of digital technology' together with 

analog. They also argue that most small business end users are indifferent to 

digital technology since transmission of data is possible with analog 

systems. Further, petitioners note that AT&T produces all types of small 

~l/ Post Conference Br.ief of Katsusl)ita at 4. Matsushita also insists that 
subassemblies be conside.rcd separately 'so that, in aggt·egate, there cot!ld be 
as many as 16 or as few as 6 like products. 
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. -· 
business telephone systems in the same fa"c'il'.i.ties~ ·with the same' empioyees, 

and markets them through 'th~ ··s:~me chan~els ~f di~tri.bution.: 321 
. 

We believe that the balance of fac~ors, especially ~rodµctipn, 

distribution, and customer perceptions, favors a rejection of Ma.~sushita's 
. ' ~ . 

argument. Moreover, petit~oner.s are co.rrect when they assert that a SBTS can 
'· . . . . ·:· 

employ varying deg~ees of dig~t.al .and. analog technology. Both digit.al and 
·,,) . 

analog systems are put to the same use and are capable o\f providi~~. data, as 

11 . t f b. J • t. 331 
we as vo1ce, r.ans er capa 1 .1 .tes. -

. I 

Respondents also suggested that the Commission consider iarge business 
. I: 

telephones for inclusion in the like produ.ct, especially AT&T' s System 75 

because it has been sold on occasion to the small business market. ~!/ We 

do not believe that inclusion of large systems is warranted, based on the 

information available at this t.,ime. Large systems rely on more sophisticated 
' ~ . ' . 

and costly switching equipment than small S}"Stems., The market for small 
; .~ -. 

35/ 
systems is centered around customers who require less than 40 stations. --. . . , .. . ' 

Approximately 95 percent of this mar;:ket is served by systems having a maximum 

32/ Post Conference Brief of Petitioners at 8--10. 

33/ Report at A--6. 

34/ The main thrust of their argument regarding large systems, however, is 
in the context of additional causation fact.ors. Se'e ·infr! p. 39...:'.4·4. · 

35/ See Report at A-6. 
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36/ 
capacity of fewer than 256 non--blocking ports. - The only significant 

exception is the AT&T System 75, which has a capacity of 483 non-blocking 

ports but which can be "configured down" to 100 lines. Therefore, we do not 

believe that the physical characteristics of the two systems are similar, nor 

that the systems are readily interchangeable. In addition, except for AT&T, 

virtually all producers, both foreign and domestic, produce systems for either 

371 
the small or large systems market, but not both. c--

We further note that there is a signficant break in the capacities of 

small and large systems in terms of the available ports, although AT&T has 

sold a small pet•centage of its System 75 "configured down" to below 100 

lines. Finally, it appears that most SBTSs are produced "to stock," wl.th 

configuration of the system performed by the installer. By contrast, large 

38/ 
systems are generally made to the customer's order at the plant. Thus, 

small and large systems are distinguishable, not only because of the obvious 

differences in physical charactedstics and the lack of i_nterchangeability, 

but also in terms of channels of distt'ibution, customer pet•ceptions, 

manufacturing facilities, and production employees. 

36/ Petition at 13, n.17. 

3 71 We note, however, that AT&T pt'oduces for the two markets tht·ough 
different divisions. Its General Business Systems division (GliS) produces 
systems solely for the small business market. Thus, production facilities, 
employees, marketing, and distt'ibutlon fot' small and large systems are 
associated with entirely separate entities. 

38/ Post Conference Brief of Petitioners at 6--7. 
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II. The domestic industry and related parties 

Respondent ·Executone alleges that it i~ a domestic producer in opposition 

to the petition and that it has inappt•opdately been included in this 

investigation as an importer. It notes that it is pt·edominantly domestically 

owned and its only foreign source of capital is a small percentage of stock 

held by Goldstar. It alleges that it imports components of subassemblies from 

. . . . d -39/ Korea and produces "finished" subassemblles l.n the Unl.te States. --

Executoneargues that its researc}?: and development, design and engineering, 

market research and production activities in the United States impart 

substantial domestic value to its products. Executone claims that its 

. . . . 40/ 
domestic value-added l.S substantl.al. ---

Petitioners characterize Executone as an importer and assert that 

Executone does not conduct significant manufacturing operations in the United 

39/ In evaluating the "domestic" slatt.is of a pat'ty that conducts 
manufacturing operations in part in the United States and in part in a country 
subject to investigation, the Commission traditionally considet•s a number ·of 
factors; including: 

the extent and ~ource of a firm•s capital investment, the technical 
expertise involved in production activity in the United States, the 
value added to the product in the United States, employment levels, 
the quantity and type of parts sourced in the United States, and any 
other costs and activities in the United States directly leading to 
production of the like product. 

Digital Readout Systems, supra n.3, at 13; Generic Ce.phalexin Capsules from 
Canada, Inv. No. 731-TA--423: (Preliminary), USlTC Pub. 2143 at 9 (December 
1988). 

40/ Post Conference Brief of Executonc at 12. 
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States. Moreover, petitioners insist that even if Executone were considered a 

domestic producer, it should be excluded under the related parties provision 

of the statute because it imports a significant volume of the subject imports 

from Korea and, thus, is shielded from the effects of alleged LTFV 

imports. ~11 

The data submitted by Executone indicates that domestic manufacturing 

(including "manufacturing engineering/component/assembl}1"') constitutes a very 

42/ 
small percentage of the value of a SBTS. A si&nificantly higher 

percentage of its claimed value--added is domestic "engineering," but it is not 

clear whether that "engineering" is directly related to product.ion_ 

activity. ~~/ 441 
F.xecut.one has not provided t:~rther details regarding 

41/ Petitioners' Comments an APO Material at 12-15. 

fg_I §ee Post Conference Brief of Executone at Exhibit A. The exact figures 
are confidential. 

~~/ In considering Executone's request to be.included in the domestic 
industt·y and the importance of domestic production activity, we note that· 
section 1328'of the Omnibus Trade and Competitiveness Act of 1988 underscored 
congressional concern with actual production in the United States by adding to 
the material injury definition, 19 U.S.C. § i677(7), the following passage: 
"the Conunission, in each case - -- (i) shall consider '. ... (IIl) the impact of 
imports of such merchandise on domestic producers of like products, but only 
in the con~xt_of production operations_~n_J:.h~_Unitel!_ sta_t:es_. 19 U.S.C. § 
l677(7)(B)(i)(Ill) (emphasis added). 

44/ Acting Chail"man Brunsdale notes that, in prior cases involving 
electronic device.s comprised of one or more components produced and/or 
assembled abroad, the Commission has found domestic engineering and design 
activities to be a significant factor.i.n determining which firms are 

(1''ootnote continued on· next page) 
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the nature of its pt•oduction activity, nor any infot'fnation t•egarding the 

number of its production employees in the United states. However, it appears 

from the dat~ submitted in response to a Conunission request that Executone 

. . . . . h . t 45/ engages in 11.mited product1on act1v1ty 1.n t e United S ates. -·--

In light of the foregoing, we determine, for the purposes of these 

preliminary investigations, that Executone is a domestic producer. However, 

we base this determination, not on a value--added analysis regat•ding 

Executone's imported components, but on its somewhat limited U.S. 

46/ 
production. 

Even though we conclude that Executone is, to a limited extent, a 

domestic producer of the like product, we also determine that it is a related 

O'ootnote continued from previous page) 
domestic. See Cellular Mobile Telephones from Japan, Inv. No. 731-TA-207 
(Final), USITC Pub. 1786 at 9, n.15 (December i985) ("Research and development 
expense does represent a significant factor in a 'high technology' industt·y"); 
Certain Radio Paging and Alerting Devices from Japan, Inv. No. 731-TA-102 
(Final), USITC Pub. 1410 at 9-11 (August 1983) (Views of Chairman Eckes and 
Conunissioner Haggart). There is also precedent for including all United 
states activities related to production of the like produ6t wi~~in the 
domestic industry regardless of the origin of the component parts used to make 
the finished product and regardless of the site cu.s; or foreign) of fi~al 
assembly. See 3.5-Inch Hicrodisks and media Therefor ft·om Japan, Inv. No. 
731-TA--389 (Preliminary), USITC Pub. 2076 (April 198_8); DRAM~. supra n.6, al 
12, n.29; EPROMs, supra n.22, at 11, n.29. · 

45/ See Report at Appendix C, B-16. 

46/ Should any final investigations occur, we would requit·e further 
explanation of the "domestic activities" relating to Executone's imported 
components, before we could conclude that such activities constitute domestic 
production. 



25 

47/ 
party pursuant to 19 u.s.c. § 1677(4)(8). --

Application of the related parties provision to Executone clearly 

indicates that it is a related party, that it represents only a minuscule 

47/ That section provides that, when a producer is related to exporters or 
importers of the product under investigation, or is itself an importer of that 
product, the Commission may .. ~xclµde such .. pp9d1:1cers from the .domestic industt·y .· 
"in appropriate circumstances." Application of the related parties provision 
is within the Commi!?sion.' s discretion based upon the facts presented in· each , 
case. Rmpire Plow Co. v. United States, ~- CIT ~-• 675 F. Supp. 1348, 1352 
(1987). The Conunission generally applies a two-.step analysis for. applying th~ 
related parties provision. The Conunission considers (1) whether the firm is a 
"related par~y" within the meaning of section 771(4) (B), and (2) whether, .in 
view of the producer's "related" status, there are appc·opeiate circumstances 
for excluding the company in question ft·om the definition of the domestic 
industry. See, ~·, Color Television Receivet•s feom the Republic of Korea 
and Taiwan, Inv. Nos. 731--TA-134 and 135 (Final), USl1'C Pub. 1514 at 17 (April 
1984). . 

After determining that the company in question is a domesti17 producer 
and is "related" within the meaning of the statute, the Commission examines 
three factors in deciding whether appropriate.circumstances exist to exclude 
related parties. Those factors include: 

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

(2) the reasons the U.S. producer has decided to import the product. 
subject to investigation, i.e., whether the firm benefits fl•om the 
LTFV sales or subsidies- -·or whether the fit"lll must import. in. order to 
enable it to cont.inue production and compete in the U.S .. market; ang, 

.. , · .. _; ... 
(3) . the position of the related producers vis-a-vis the rest of the .. 
industry, i.e., whether inclusion-or exclusion of the related party ., 
will skew the da~a for the rest of the industey. 

Thermostatically Controlled Appliance Plugs and Probe Thermostats Therefor 
ft•om Canada, Hong Kong,, Japan, Malaysia, and Thailand, Inv. Nos.· 
701--TA·-290--292, 731-TA-·400-404 (Preliminary), USITC Pub. 2087 at 7-8 (June. 
1988); Rock Salt from Canada, Inv. No. 731-TA-239 (Final), USlTC Pub. 1798 at 
11 (January 1986). 
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portion of total domestic production, and that it benefits fr:om the allegedly 

LTFV imports. However, given the predominant position of AT&T in the domestic 

industr:y and the small share of total pr:oduction rept·esented by Executon~, 

inclusion (or exclusion) of Executone will not have a significant effect on 

aggr:egate domestic industry data. Thus, although we conclude that Executone 

is, to a limited' extent, a domeslic··producer, most of the small business 
,_).·: 

telephone equipment that it sells ·is 'imported ·f"r:om .. Korea, 481 and it has 
; ... ~ .- . !. : • . 

thus penef,itt.ed- fr:om alleged LT1''V·: sales. · Therefore, we determine that it 

49/ 
should be· excluded as· a related party. -

We note· that th~ data·availa~le regar:ding the financial condition of 

Executone would not have a· slgnificant impact on the overall financial 

condition of the domestic industr:y, even if it were included, given 

F~xecuto~ne·• s share of total domestic product.ion; We also note that, even if we 

did not ex.elude Executone ft.·om the· domestic industry, we would not consider 

48/ * '* 1<· 

49/ Acting Chairman Br:unsdale notes that· lhe extent 'to which a dom~stic ffrm 
benef lts fi:·om· dumped 'or subsidized ·imports has been a central factor in recent 
Commission determinations involving related parties issues. Se~ n.47, supra. 
Genfi~?HY, the lower the value of dumped impot·ts relative to the 'value of the 
fir:rri' s· domestic shipments, ·the l:ess the domP.stic firm may be viewed as 
benefitling from its allegedly dumped or subsidized imports. For: this reason, 
she finds that the value added arguments are clear:ly relevant in resolving 
related parties issues that have arisen with inc:reased ft'equency as the number 
of cases before the Commission ·involving globalized fit~1s and industr:ies bas 
increased. 

. : ~ 
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its shipments of system~ produced from imported subassemblies to be shipments 
1;' 

of "domestic" products, given the information available at this time. In sum, 

the question of whether Executone is a domestic producer and, if so, whether 
• t t"~ .... 

it should be excluded as a related party is one of minimal significance in .. 

evaluating the impact of allegedly LTF'V imports on the domestic industry. 
: .' r : l ~-

In. The condition.of 'the.domestic· industry 

In determining the condition of th~ dome.stlc industt·y, the Commission 

considers, among other factors, domestic consumption, domestic production, 

capacity, cap·acity utili:i:ation, shipments·, inventories, employment, and 

. . . . 50/ 
prof1tab1l1ty. -

. . . 
Evaluation of these factors in.these investigations 

requires a separate analysis of most of these factors for each of the three 

general categories of subassemb'iies," at 'least on a unit basis', as the wide 

diversity in the capacity and costs of different systems makes consideration 

of much of the data at the system level i.nappt·opriate. 
511 

Domestic consumptlo~ of eqt.i ipment for SBTS dee lined it·t~egular ly 

-----·--·----
501 19 u.s.c.§ 1&77(7)(C)(iii). 

~1/ Some of these analytical problems i'emain at the subassembly level but to 
a significantly lesser ·degree. ·1.i'or example, 'control units vary widely in . 
terms of the number of l i.t1es that they can cart•y and the costs of ·producing 
them. Also, telephone sets are typically much less complex and costly than a 
telephone console. 



28 

. . . . . t' 52/ throughout the period of 1nvest1ga 1on. - Consumption declined by 

approximately 25 percent from 1985 to .1986, but recovered somewhat in tioth 

1987 and interim 1988. ~1/ Consumption of control and switching equipment, 

the subassembiy that appears to most closely correspond to systems in terms of 

quantity, declined steadlly and' significantly, ill terms of units, throughout 

the period. In terms of value, consumption declined more dramatically, but 

irregularly. ~_!/ Available data for circuit cards indicate that 

consumption, on a unit basis, <;1eclin~d steadily, but increas~_d irreg_ulai;ly in 

te ...... s of value. 22/ A t t' f t l h t d l ~ f L... pparen · consµmp 1on o e ep one se s an conso e.,. or 

SBTSs rose steadily in terms of volume, but declined steadily in terms of 

56/ 
value. -

Pt·oduction of equipment for SBTSs,. in unit terms, declined_ irreguiarly 

521 Given AT&T's dominant position in the domestic industry, most of the 
U.S. industry data in these inVe~tigations arc confidential and any public 
discussion necessarily must be in general terms. The citations to the Repot•t 
direct those who have access to the confidential record in these 
investigations to the actual figures that fonn the basis of the general 
characterizations in this opinion. 

2.~/ Report at Appendix D, B-17, Table o. The interim period includes the 
nine month period of January tht·ough September. 

54/ Id. at A--12-A--14 and Table 2. 

551 !.~· at A.--13. Because circuit cards are also included in other 
subassemblies, the data regarding circuit cards are" 'believed to t•epresent only 
separate ship~ents and, thus, understate and may be unrepresentative of actual 
shipments of° all circuit cards. · 

56/ Id. at A-14 and Table 3. 
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for both systems and the various subassemblies. 21_!, The decline for systems 

production was significant. Declines in production of ~ontrol and switching 

equipment and circuit cards and -modules were slightly higher, while the 

decline for telephone sets and :consolles·was smaller. 

Domestic capacity to produce systems ·is problematical at: this -,stage as 

the information available does not include a significant share of -t-he domestic 

industry. 581 ·For control and switching equipment, capacity declined 

steadily throughout the period of investigation, but capacity utilization 

declined irregularly. For telephone sets and .consoles, capacity declined 

steadily and more dramatically than for control and switching equipment, but 

recovered slightly in interim 1988. C::apacity utilization, however,. increased 

throughout the period as capacity· to produce telephone sets declined more · 

59/ 
rapidly than production. 

Shipments of U.S. produced systems, both in terms of units and value, 

declined significantly from 1985 through 1987, but recovered -slightly in 

.. . 9 60/ i.nter1m 1 88. -- Shipments of control and switching equipment declined 

significantly and steadily throughtout the period of investigation, in tet~\S 

of units. In value terms, the· decline was equally dramatic, though 

571 Id. at A-15-A-16, Table 4. 

58/ See id. at A-15--A-16. 

60/ Id. at A-17, Table 5. 
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. l 61/ 1.rregu ar. - circuit cards and modules registered a steady decline in 

units terms, but actually .increased in value terms beginning in 1987. 
621 

For telephone sets .and con~oles, shipments d~~lin~~ steadily tht•ough 1987, but 

63/ 
recovered slightly in interim 1988, both:-ia. t;.e~·:·of units. and value. -

Inventqries. :of. systems and. subassem~li~s all,. de~lined in the same 

irregular pattern during the period. The ratio of .. inventories to shipments, 

however, increased irregularly for systems, control and switching equipment, 

and circuit cards. The ratio of .inventories to_shipment_f~r ~~lel>hone sets 

followed the· same irregular: pattern, but .dici not. register an overall 

. 64/ 
1ncrease. -

Employment data for the vast majority of the domestic indust1·y were. 

provided only at the level of all equipment dedicated for use in a SBTS. 

Those data indicate that employment dropped dramatically from 1985 to 1986, ... 

recover~d.almost.entirely in 1987, ·l;>ut declined again in interim 1988. Trends 

in hours worked and· wages paid fo~lowed the same pattern as did trends in 

employment .. Hourly wages rose slightly, however, as did unit labor. 

65/ 
costs. -

F'inancial trends for the domestic ind,IJ.~lt·y generally registered 

consistent declines. However, the data originally provided by AT&T did not 

61/ Id. at A-17, Table 6. 

~~/ Id. at A--18, Table 7. 

63/ Id. at A-18, Table 8. 

64/ ]:d. at A--18-A-- l 9. 

65/ ]:d. at A-19, Table 9. 

•' 
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separate the production of equipment from the installation or rental of that 

equipment. 661 Net sales, operating income, and gross profits declined 

throughout the period. Operating income as a share of net sales also 

declined. The domestic industry as a whole, however, registered profits 

th h t th . d 67/ roug ou e per10 . ~ 

The consistent downward trends in profitability, production, and 

shipments, together with the irregular declines in employment and increasing 

inventories relative to shipments, both for the equipment as a whole (where 

available) and for the individual subassemhlies, lead us to conclude that 

there is a reasonable indication that the domestic industry producing 

equipment for small business telephone systems is experiencing mat.erial 

. . 68/ 69/ 
1nJut·y. -

66/ AT&T did provide a financial summary of revenue and profitability for 
sales and for rental separately. Should any final investigations occur, we 
would try to obtain more detailed profitability data that more closely 
correspond with our domestic industry definition. This would allow a more 
thorough analysis of the effect of rental income on overall profit~bility; 

§.]_/ 1:.!!· at A-21, Table 12. For a discussion and comparison of the financial 
condition of the individual domestic producers, see j.d. at A--21. 

p_!I Acting Chairman Brunsdale considers the foregoing to adequately describe 
the condition of the domestic industt·y given the limitations in the 
information available in these preliminary investigations, but does not join 
in the conclusion. The condition of the industry does not necessarily reveal 
the impact of imports. See Certain Electrical Conductor Redraw Rod from 
Venezuela, Inv. Nos. 701-TA-287, 731-TA-378 (Final), USITC Pub. 2103 at 43· 
(August 1988) (Additional Views of Acting Chairman Brunsdale). 

69/ Commissioner Cass does not join in this statement. Commissioner Cass 
believes that the statute under which the Commission conducts title VII 
investigations does not contemplate an inquiry into the existence of material 

. injury to a domestic industry that is divorced from the question of causation 
of material injury by reason of LTl''V imports. See pig ital Readout Systems, 
~upr~ n. 3, at 95-117 (Concut·ring and Dissenting Views of Commissioner Cass). 
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IV. cumulation 

The Commission is required to cumulatively assess the volume and effect 

of imports ft•om two or more countries of· like products subject to 

investigation if such imports compete with one another and with the like 

product of the domestic industry in the United States market. 19 U.S.C. § 
. . 

l677(7)(C)(iv). In assessing whether imports compete with: each other an~ with 

the domestic like product; the commission has generally considered four 

factors, including: 

(1) the degree of fimgibil.ity between the ·import's 
from different countries and. between imports. and the .. 
domestic like product, including consideration of 
specific customer requirements and other quality 
related questions; · · 

(2) the presence of sales or offers to sell in the 
same geographical markets of imports from different 
countries and the domestic like product; 

(3) the existence of common or similar channels of 
distribution for imports from different countries and 
the domestlc like pt'oduct; and 

(4) whether the imports are '·simultaneously present in: 
the market . .70/ 

Section 1330 of the Omnibus Trade and Competitiveness Act of 1988 
., . . . ' . . 

provides, however, that the Conunissioil- is not requlred ·to cumulate in any case 

in which it determines that impor.ts· of the merchandise' subject to· 
-. . 

./. 
·{ ._., 

701 Antifriction Be~rih~;, supr'a· n~S," at 30;' Appt'ian'ce Plu~, supr~ n.47, at 
15. 



33 

investigation are negligible and have no discernible adverse impact on the 

domestic industry. 19 u.s.c. § 1677(7)(C)(v). In determining whether imports 

are negligible, the Commission shall consider all relevant economic factors 

including whether: 

(I) the volume and market share of the imports are 
negligible, 

(II) ·sales transaction·s involving :the imports are· 
isolated and sporadic, and 

(III) the domestic market for the like product is 
price sensitive by reason of the nature of the 
product, so that a small quantity of imports can 
result in price depression or suppression. 

19 U.S.C. § l677(7)(C)(v). 

Both the Korean and Taiwan t•espondents insist that the statutory 

requirements for cumulation have not been met. The Taiwan respondent alleges 

that its imports consisted of a product that no domestic producer was willing 

to make for Bell South and that its share of the domestic market was less than 

. 71/ 
0.02 percent. -- The Korean respondents allege that their imports do not 

compete with the domestic product or with imports from Japan and 

Taiwan. 
721 

Based upon the available data, we do not believe that either of 

these arguments is valid. 

With respect to imports from Taiwan, it is apparent from a comparison of 

total imports from Taiwan and the data provided by Sun Moon Star that Sun Moon 

l!I Post Conference brief of Sun Moon Star at 4.:.5; Sun Moon Star Comments on 
APO Material at 2-3. 

111 Post Conference Brief of Goldstar at 14-17. 
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star is not the only producer of the subject imports ·in Taiwan. The 

cumulation provision, ·however, is to be applied by the Commission on a 

country-by-country basis, regardless of the significance of any individual 

foreign producer's imports. A review of the aggregate data regarding imports 

ft·om Taiwan persuades us· that the ·,volume and .•market shat;e of those imports 

. l' . bl . 731 l . 1987 (th l t cannot be characterized as neg :i:g:t e; ··-. ·.For .examp e, 1n e as 

full year for which data are available) .the aggregate value of Taiwanese 

741 
imports of systP.ms and subassemblies .was significant. Such volumes and 

market share do not require an extensive analysis of the "negligible imports" 

provision to conclude that they are not .negligible and that cumulation is 

appropriate. 

With respect to imports from Korea, several Korean respondents argue that 

their imports are "custom made" subasscmblies that are not interchangeable 

with subassemblies from Japan 9nd Taiwan or with domestic subassemblies. Such 

an argument is unavailing in as much as all subassemblies are proprietary to 

the particular manufactut•er and so are "custom made." Moreover, all such 

subassemblies compete with one another, either at the wholesale level as an 

73/ We note that Congress stated that the negligible imports exception to 
cumulation should be a limited one. H.R. Rep. 576, 100 Cong., 2d Sess. at 621 
(1988). 

~I ~ee Report at A-30-A-34, Tables 17-20. The aggregate value was 
$28, 628, 000. In terms of .mat'ket ·share, by' quantity,· Taiwanese control and 
switching equipment constituted * * * percent of domestic consumption, circuit 
cards and modules constituted * * * percent, and telephone sets constituted * 
* * percent in 1987. Id. at A-36-A--38, Tables 21-23. No data' are available 
regarding uninstalled systems. 
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uninstalled system or at the end user level as an installed system. ~ 

J.o'or these reasons, in these preliminat·y investigations, we cumulatively.'.. 

assess the volume and price effects of all the imports from Japan, Korea, and 

Taiwan. 

V. Reasonable indication of material injury a reason of 
allegedly LTFV imports 767 ;.. 

In determining whether there is a reasonable indication that the domestic 

industt·y is materially . injured by reason of allegedly LTFV imports, the .. ~ · 

Commission is _t"equired to consider a number of factors. They include the 

volume of i.mports of the merchandise subject to investigation, .the effect of 

such imports on d9mestlc prices, and the impact of such imports on the 

17./ 
domestic industry. Evaluation of these factors involves a consideration 

of. (1) whether the volume of imports or increase in volume is signi.ficant, 

(2) whether there has been significant price underselling by the imported 

products, and (3) whether imports have otherwise depressed prices to a 

l~I significant degree or prevented price increases. 

l~_I See,_~g., Certain Forged Steel Crankshafts fr-om the J.o'ederal Republic of 
Ger.many and the United Kingdom, Inv. No. 731-TA-351 and 353 (Final), USITC 
Pub. 2014 (September 1987). 

~I Commissioner Cass does not join in this section of the Conunission's 
opinion. His analysis of the question of whether there is a reasonable 
indication of material injury to the domestic industry by reason of alleged 
LTl!'V imports is described separately in his Additional Views. 

17/. 19 u.s.c. § 1677(7)(8). 

78/ 19 U.S.C. § 1677(7)(C). 
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The commission is not to weigh the various causes of material 

injury. J.j_/ Nor must the Commission decide whether LTFV imports are the 

principal, a substantial, or a significant cause of material injury. 
801 

However, the commission may take into account any information dernonstc·ating 

. . . . 81/ possible alternative causes of tnJury to the domestt.c 1ndustt·y. -

In these preliminary investigations, we find that the volume of imports 

and the increase in market share.of imports relative to the domestic like 

product are- significant and• probative of· a reasonable indicat-ion of- a causal - · 

connection b~tween the allegedly LTF'V imports and the material injury being 

82/ 
experienced by the domestfo industry. The value' of imported equipment 

decreased from $335 million in 1985.to $320 million in 1986, but increased to 

$405 million in 1987, for an overall increase from 1985 to 1987 of 20.9 

percent. Imports increased slightly from interim 1987 to interim 1988, moving 

from $216 million to $235 million. 
831 

ill See, ~. Citi·osuco Paulista v. United States, Slip Op. 88-176 at 64 
(CIT 1988); Hercules, Inc. v. United States, 673 F. Supp. 454, 481 (CIT 1987); 
British steel Corp. v. United States, F. Supp. 405, 413 (CIT 1984); S. Rep. 
No. 249, 96th Cong., 1st Sess. 74 (1979). 

80/ s. Rep. No. 249, 96th Cong., 1st sess. at 74. 

81/ Id. at 75 (1979). Such alternative causes may include "the volume and 
prices of imports sold at fair value, conlt·action in demand or changes in 
patterns of consumption, tt'ade, rest·rictive pt•actices: of competition between 
the foreign and domestic producers,· dev'elopments in technology, and the export 
performance and produc'tivity of the domestic industry." Id. at 74. 

82/ While Acting chairman Brunsdale believes that data on import penetration 
are relevant, her approach to causation is outlined in her Additional Views. 

~1.1 Report at Appendix D, B-18. 
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Figut•es on market share, in value tenns, of imported equipment used in 

SBTS increased steadily, from 26.2 percent in 1985 to 32.7 percent in 1986 to 

39.0 percent in 1987, and continued to climb from 31.8 percent in interim 1987 

to 32.1 percent in interim 1988. 
841 

The data collected in thepreliminary·investigations shed somewhat 

limited light on the effects of imports ;·Ot).,,pc:ices for equipment dedicated for ;·;:,, 

use in a SBTS. Most data for domestic production were provided at the. 

installed systems level, while imported prices were at the equipment level .. 

Thus, direct price comparisons between the.subject i.mports and the domestic 

like product are difficult. Systems are sold to end users as part of a 

package, which includes installation, . set•vice, and other support services. 

These additional items, which are not within the scope of the investigation, 

~ay account for a substantial proportion of the price of a system sold to an 

85/ 
end user. ~ Thus, price comparisons between the subject imports and the 

domestic like product at the end user level are not particularly informative 

because differences in end user prices may reflect differences in the cost of 

these services to the end user. 
861 

84/ These figures may understate the value of imports relative to domestic 
production, since the value of imports used in compiling market shat·e is 
primarily a wholesale value, while the value of domestic sales used in 
compiling market share is primarily an end user value. Id~ 

85/ Report at A--40; Post· Conference Brief of Economists Incorporated at IV, 
5-6. 

86/ §e~ Certain Fabricated Structural Steel ft·om Canada, Inv. No. 731-TA-·387 
(Preliminary), USITC Pub. 2062 at 13-14 (February 1988) (Commission majority 
found price comparisons unL•eliable wheee the price lo the P-nd usce was part of 
the package that included significant value in the form of engineering, 
erect.ion and other services. all ·of which were not subject. to investigation, 
and the pt·oduct. subject to investigation was not sold scpaL·ate fL·om the 
services). 
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Even without such additional services, there is a more fundamental 

difficulty with price comparisons at all levels of trade. There is limited 

direct competition between imported and domestic products at the same level of 

trade. Whereas AT&T, by far the dominant domestic producer of SBTS, has its 

own sales force and sells almost exclusively directly to end-users, importers 

make all but a small fraction of their sales to wholesalers and distributors. 

Thus, only a ·small fraction of the importers provided data on sales of systems 

to end users. ~_]_/ Likewise, data collected on sales to·wholesalers and 

retailers reflect only a small percentage of the sales of domestic produce~s •. 

. . . 88/ 
and an even smaller percentage of the sales of AT&T. -- Therefore, the 

data thus far collected do not clearly demonstrate-whether 'there'has been 

89/ 
significant underselling by the imported product. 

~I Report at A-45. 

88/ id.· at A-·39. An additional factor that must be considered in greater 
detail in any final investigations is the proper analysis of the sales of 
expansion subassemblies. As noted previously, supra p.8, sales of expansion 
subassemblies are a significant percentage of net sales of all equipment 
dedicated for use in a SBTS. However, the opportunity to sell expansion 
equipment is tied to the sale of the original system and, thus, is lost if the 
end user purchases a competitor's SBTS. Further, the price of an expansion 
subassembly is allegedly not as competitive as the price of the original SBTS, 
given these same supply limitations. 

89/ A further difficulty with price comparisons concerns the comparability 
of various systems. Questionnaire respondents were asked ·to provide data that · 
excluded all non-standard features ft·om systems. See id. at A--41. However, 
models of phone systems vary greatly in ·their· standard· features. Should there 
be final investigations, the Conunission will consider alternative methods of 

(Footnote continued on next page) 
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Price trends provide some indication that subject imports may have caused 

prices of domestically produced systems to decrease. Despite limitations in 

90/ 
the quality of the data thus far collected by the Commission, ~ the data 

,· 

show a genet'al decrease in prices of both domestic and imported systems over 

' • 91/ 
the period under investigation, with few exceptions.-- In the absence of 

probative evidence of underselling, however, it is difficult to reach any fit'Tl'I 

conclusions regarding the cause of such price declines. 

'£here are a number of factors other than alleged LT~'V imports that may 

have affected the condition of the domestic SBTS industt"y during the period of 

. t• t' 921 1nves 1ga ion. ~ Respondents assert that such factors, discussed in 

(Footnote continued from previous page) 
pr~ce comparison in order to develop more probative evidence regarding the 
imp&ct of imports on the domestic price of equipment used in SBTSs. 

90/ Many models ceased being offered during the course of the investigation, 
some new models were intt·oduced, and features offered on the same models were 
often changed. Id. at A-41, A--44-A 45. This makes monitoring of trends of 
comparable products over the entire period under investigation difficult. 

91/ ±:d. at A--42-A- 44, Tables 24-40. 

92/ Commissioner Eckes and Conunissioner Newquist note that the prima1·y focus 
of the causation discussion should be the alleged LT1''V imports and that 
petitioner is not required to prove the. negative ( i. e, that other factors hav·e 
not caused material injury to the domestic industcy). In this regard, the · · 
following discussion· from the 1979 Senate Report is particularly relevant: 

Of cou1·se, in examining the overall injury to the domestic 
induslcy, the ITC will consider information· which indicates that 
hat'TI\ is caused by factors other than the less-than-fait·--value 
imports. However, the petitioner will not be required to bear the 

(Footnote continued on next page) 



40 

detail below, more than explain any injury suffered by the domestic industry. 

Petitioners counter that even if some or all of these factors contributed to 

the domestic industry's material injury, heavy price competition from LTFV 

imports was clearly at least ~ cause of that injury. The data collected in 

the preliminary investigations regarding most of these factors are sketchy. 

Should there be final investigations, we will seek to obtain further data 

regarding the significance of these factors in order to evaluate their i.mpac.t 

on the performance of the domestic industry. 

The other alleged causal factors include, first, 'geriet·al market 

conditions and technological improvements withiri the SBTS industt·y. 

Respondents maintain that the SBTS market is merely in the trough of its 

natural product replacement cycle. Given this natural decline in demand; all 

producers lower their prices, but prices will rise again as the product 

93/ 
replacement cycle heads toward the crest in the next few years. 

Respondents also allege that improved efficiency in .Product design and 

manufacturing operations' have produced lower prices and reduced 

(Footnote continued from p·t·evious page) 
burden of proving the n~gatl~e. That is,, that ·inate'rial injut·y is 
not caused by such other 'iac.t;.ors. Not: will the Commission· be 
required to make any precise','mathematical calculatiohs as to the 
harm associated with such factors and the harm attributable to 
less-than--fair-value imports. 

s. Rep. No. 249, 96th Cong., 1st Sess. at' 75· (1~79).' 

93/ ~. Post Conference Brief of Economists Incorporated at VI, 2-5. 
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94/ employment. ~ Thus, they contend that the price reductions, if any, in 

SBTSs reflect cost savings as a result of improved technological changes, 

similar to cost savings found in other "high tech" industdes. Further, they 

argue that cost and price.declines for large business telephone systems, where 

there allegedly is no competition ft·om J..TF'V imports, provide suppot·t by 

analogy for inferring.that similar cost savings explain any reduction in 

prices for SBTSs, 

Petitoners do not contest. the f,act that the product rep.lacement cycle 

explains some of the drop in. demand evi~ent in the record, but they argue that. 

95/ 
such a drop in demand does not constitute a license to dump. -- Furt~er, 

they contend that foreign cost redu~tions of extreme magnitude would b_e 

necessary to produce the price declines experienced in the domestic market, 

given the movements in exchange rates. Finally, they object _to respondents' 

characterization of SBTSs as a "high tech" produ~t such as DRAMs or 

96/ 
EPROHs. -

A second group of claimed alternative causes involves competition from 

sources other than subject imports, principally Centcex service. Respondents 

94/ !.:..&..:_, Post Conference Brief of Oriental Precision at 14. 

95/ Post Conference Brief of Petitioners at 30. 

96/ Id. at 31. The information avai.lable at this preliminat'y stage does not 
provide a basis for a final resolution of the significance of these factors. 
Should any final investigations occur we will seek to obtain information that 
will allow us to more fully consider these issues. 



·42 

argue that Centt·ex service ill competes directly with key, PBX, and hybrid 

sytems in the under-100 line market, because it now provides the end user with 

the same a·rray of features and capabilities as systems using equipment on 

. . . '. 981 . t. t. t th t c t . . f t customer premises. - ·· Pe i ioners coun er a en rex is an imper ec 

substitute for ·customer·premisesequipment, and that most users of Centrex 

' . . . . . 99/ 
also have at least some purchased equipment on customer. prem1ses. - The 

data concerning Centrex collected in these preliminary investigations are 

incomplete .. lOQ/. -Thus, a complete assessment of the effects of Centrex on 

. 101/ 
the condition of the industc·y producing SBTSs· is not poss1ble here. -- -

Other additional arguments that may require further attention by the 

Commission in any· final investigations pertain to· the production and sales 

97 I l''or a ·generai descriptio11 of Centt'e>c services, ~e~ Report at A-11--A-12. 

981 ~...:..&..:... Post Conference Brief of Nitsuko at 11; Post Conference Brief of 
Fujitsu at 20. 

99/ Post Conference Brief of Petitioners at 33. 

lOQ_/ Put'chaser questionnaic·es, routinely sent in final investigations, will 
help shed some light on the significance of Centc-ex competition, as well as 
the other causal factoC's. 

1-011 An additional potential competitor with SBTSs, other than subject 
imports, is petitioner's ·own larger· PBX System 75·, Respondents argue that the 
System 75 is of ten sold by petitioner to purchasers in the SBTS market and has 
thus contdbuted to whatever injury has been. suffered by the domestic 
industry. ~~-· Post Conference Brief of Toshiba at 13. There is 
insufficient infoi:.'11\alion on sales of the System 75, however, to fully assess 
its impact on the domestic SBTS itidustry. Further, additional information is 
needed to enable the Commission to fully assess any impact on the· domestic 

· · (Footnote continued on next page) 
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efforts ·of the dominant domestic producer, AT&T. Respondents argue that AT&T . ' ' . . ~ . . 

has been hurt by its own marketing practices: soliciting sales by phone or 
~-. 

letter, not face-to-face; ignoring smaller pu1.·chasers and interconnects; 

concentrating ?n preserving its installed customer base in the face of changed 

mat'ket conditions; and poor t;.iming in introducing its new line of 

102/ 
systems. --

Respond:ents fut"thet' claim that AT&T is losing its rental base to impot"ted 

SBTSs because AT&T does not actively seek to make sales to these 

103/ 
customers. ~- By contrast, petitioner asset"ts that in such cases it is 

1 
104/ doubly injured, losing both a rental commitment and a sa e. ~-

Respondents also argue that AT&T's status as former monopolist has left it 

with unt'ealistic expectations fot" its economic performance in the 

. . . . 105/ post-d1vest1ture telecommun1cat1ons market. -~-

(Footnote continued ft.•om previous page) 
industt"y of impot"ts from countries not subject to investigation, as well as of 
sales of used or refurbished equipment. Se~,~' Post Conference Brief ·of 
NEC at 30-32; Post Conference Brief of Oriental Precision at 18-19. 

102/ ~.!A:_, Post Conference Brief of Oriental Precision at 20; Post.Conference 
Bt'ief of Matsushita at 29-30. 

103/ ~' Post Conference Brief of l!'uj itsu at 26. 

104/ Petition at 29. 

105/ Respondents furthet' contend that much of the market share lost by AT&T 
has been gained by other members of the domestic industry. Post Conference 
Brief of Fujitsu at 28. To the extent such assertions are true, they do not 
explain why the market share of the domestic industry as a whole has declined, 
although they might be relevant to understanding the decline in the financial 
condition and market shat'e of AT&T. 



While some of these additional factors 'may have had a significant impact 

on the performance of thA domestic industry, particularly competition from 

Centrex and imports from other countries, the record as it now stands does not 

persuade us that these factors fully account for the.changes in the condition 

of the domestic industry over th.e period of investigation. Thus, given the 

standard appiicable to preliminary investigations, we determine that there is 

a reasonable indication of material injut·y by 'reason of the allegedly LTFV 
I 

imports. 
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Snell BJsiness Tel~ Syst.Ems 
Fran Japan, lfacea, and Taiwan 

. .. . . 
Investigation Nos. 731-TA-426, 427, and 428 (Preliminary) 

'.-. 

I concur with my ex>lleagues in fi.rdirg a ~le irrlication that an 

imustry in the United States is-materially injured by· reason of the 

importation of smal.l business.telephone systems (SBI'Ss) f:ran Japan, Korea, 

and Taiwan. In reaching this ex>pclusion, I use the staroard for 

preliminary detenninations ~pprqved by the court of app;2li;; in. American 

Iamb Co. v. United States y .<IB discussed .in New Steel· Rails from Canada.y 

'As deroonstrat.Eld in the foregoing Views of theCommiss;ion, ev;i.dence on the 

record supports petitioner's allegation of .injw:y-by- reason of .. allegedly 

less-than-fair-value imports •. Also, the ex>ntrary evidence_; is nqt so clear 

and convincing as to warran~ tennination of.the investigation ~t t;his 

preliminary stage. In th~ ~dditionaj. views I disq.iss ~~ways in

which the record might be strengthened should .any final investigat:l.oJ1Si -., . 

. occur, and also explain my p~liminary analysis of causation •. 

causation Analysis: Approach and ~ta Requirements· 

My analysis of the e~fect of LTFV impo~ on;danestic produoers·draws·on 

the record to develop a view regardin:] (1) the degree of .substitutability 
; : 

between the subject .ilnPorts arrl danestic products, (2) ~the extent to which 

overall demand in the ~ket is responsive . to· price,. ~ (3) the 

y 785 F.2d 994 (Fed. Cir. 1986). 

y Inv. Nos. 731-TA-424 and 701-TA-297 (Preliminary), usrrc Pub. 2135 at 3;;: 
4 (Views of the Commission) arrl 55-68 (Views of Acting Olainran. Brunsdale)°.· 
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responsiveness of domestic supply to c::harXJes in price.JI. I organize the 

evidence on the record in this manner in order to urrlerstan:l the nature of 

oarpetition between the subject inp>rts an:l the danestic like product.y 
. .. 

Evidence regarding the margin of durrping, the share of the domestic market 

held by subject i.np:>rts, . pricing patterns, · an:l the role of non-subject 

inp>rts in the :marketplace are used together-with the above three· factors 

to detennine whether the impact of I1I'FV inp>rtson the domestic irrlustry 

rises to the level of material injucy. In makiig this detennination, I 

take account of infonnation·regarding the.oordition of the.danestic 

iniustry, because the :inportance or.materiality of any injw;y depeOOs to a 

· significant degree on the status o~ the ·danestic irrlustry at the time.·its 

fortunes are affected by the subject inp:>rts. · 

For .the purposes of any final ·investigations, ··I outline below several 

gaps in the record developed thus far. One particularly inp>rtant question 

that:merits particular attention is to what extent anion what tents do 

imported SBISs, which are distributed. through interconnects, cx:mpete with 

those domestic SB'I'Ss (primarily f:ran AT&T)·that are ~ld directly toern 

users. Because the imported an:l domestic SBI'Ss cx:mpete to a significant 

degree at different levels of c::c:mDerGe,_ there is little data at this point 

on the substitutability of the inp>rts arrl the domestic like· product.·.·.-

JI For a more detailed explication of Irrf method of analysis, see Color 
Picture TUbes from canada, Japan, the Reµlblic of ·Korea, an:l si.nqaoore,~ 
Inv. Nos. 731-TA-367 through 370 (Final), usrn:= Pub. 2046 (December 1987) 
at 15-54 (Views of Vice Chainnan Brunsdale) • · · -

y 'Ihe evidence on the record consists of data :relevant to the economic, 
financial arrl production factors ernnnerated in section 771(7) of the Tariff 
Act of 1930 (19 u.s.c. § 1677 (7) (B), (C)). My analysis thus does not 
displace the evidence on the record, but serves as a method of organizing 
it in a meaningful way. · 
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PUrdlaser questionnaires my PZ'9Vide sane use:ful. infomi;ltion; in 

particular, any relevant data regarc:lin;J transactions at the sarre level of 

trade would be especially help:ful.. At the interconnect level, data 

regarciin;J exclusive territories or exclusive dealing arran:Jements, as well 

as infonnation on the tenrs arxi ex>rxU,tions of trade, would be useful. 

As noted in the Views of, the ~ion, the pri~ evidence in this 

prelinrlnary investigation is .not pJ:."9bative.~ ~use so much of the 

competition between subject imports am domestic. SBl'Ss cxx:urs across 

distinct levels of trade, even inproved price data my have limited 

probative value. Despite this· problem, every effort should be mde to 

secure the best possible pricing infonnation. 

'!he price data.for sales mde at the sarre level of trade show a wide 

disparity in prices for SBISs that fall into the sarre categocy. In several 

cases one foreign mnuf acturer produces several systems whose prices 

bracket the prices of domestic products. '!his suggests to me that the 

different systems are not perfect substitutes. In any final 

investigations, price infonnation should be analyzed in relation to the 

features available in competing m:xiels. A list of c:x:imnon features (music 

on hold, paging, etc.) that are standard in sane systems an:i optional in 

others might be developed am an_ irrlication provided as to whether a 

. feature is standard, optional, or unavailable.§/ Also, because SBl'Ss are 

often ex>nfigured below their rated capacities, am.the size of the 

difference can affect perfonnance, data on rated capacities should 

accampany presentations of price data. 

~See Views of the Conunission at 37. 
§/ '!he cost of optional features should also be noted. 
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'!he price ·of Systems to CuStCxoors oth& than en::I-u5ers in tl1Ei Staff 

report were cons~cted.frbm th~ l~ reportm prices of the·i.rilividual 

subassemblies that.'ex>nstitute these systems.1J '1he pr0portion of ·saies 

accounted for by these 111'1west price" eonstructions'arX:l·the ~ility 

of the quantities um~lylng t.he' 11~ pric:eS11 of ·the.variciis 
' . . • . ' . I •. ~~ 

telephone systems whose priees are cxitpareQ in···these tables are also not 

apparent. F\lrthennore, /the rationale for baSirij ttiese. Constructions on 

lowest rather than average prfr:es :is obscUre. · :.~ is rio irrlicatiol') of 

. whetl'ler tl'le restil ts "baSed on th~ avetage cOst of -SubasSemblieS would show 

tl'le same price relationships. · 

'!he prevalence of competition 'across ie\re1si of trade -·~tween AT&T·, the 

dominant domestic producer, arrl other suWliers is a key factor in 

evaluating the·overall substitutabilitY.J:>etWeen subject inPorts ard 

domestic like products. Some insight ·irito crbSS-channei cx:mPetitiori'might 

be obtained in questionnaire.i:-esponses fmnAT&T arrl interco~ 
. . .. ! . . - . 

purdlasers regarding their sales contacts with erd-users ard other' ' 

irdicators of business strategy tOWai:-ds erd...;.usei"s. oirect··CX>~tacts with 

en::I-users are another potential source'of·infonnation to the·ConmUssion~ 

However,· while tl'le cOmmission has previously deait witl'l daneSti.c llrlustries 
• ._ ' • . .. ' "'f.> ; .,.. •.• •• 

that sell directly. to em users, to my knowled<je.·we have ·never-before ·.dealt 

witl'l a case where the em-user market was s(,-diffuse.!L/ ·:rn tl'le event that 

we sanple the population of erd Users, it will be necessary-·to· ensure that 
. . .. . . . . . . .. .. .. . . : . i' 

tlris Sample is unbiased. '!he diffusion. of the en:l-user market ··aiso· rai5es 

.. :· .. ,- . ., ..... ; · ..... 

]./ See Producers' Questionnaire at 36. Also Staff Report at ·A-42 ·to A-43. 
(Tables 27 through 37) . 
.§I AT&T, tl'le largest domestic producer, reported sh:i~ts of over ******* 
SBI'Ss in 1987. . . · . ~-. " " ... ·,;_ . '.. . · , ... 
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problems for the evaluation of anecx:lota.l evidence regarding lost sales, 

because even a large rnnnber of such allegations may cover transactions ~t 

are insignificant relative to the total market • .2/ 

In the staff report for these preliminary investigations, there is a 

wide disparity between the importers'. shiJ;m3Irt:s data and import.value 

data.].Q/ 'lhe importers' shipments data .irdicate much higher vcµues than 

the import value data. In cases where the import value data reflect 

transfer prices aioong related parties, the shipnents data provide a better 

irxlicator of the tnie market value of imports. . However,. where ilrporters 

are mirelated parties, any discrepancy between import valuations and . 

shipnent valuations will.primarily reflect value that is added by 

importers •. unless all,~rts fall into one_or the c;>ther categoi:y, a mix 

of :inp>rt value data and importers shipments data may be necessary to 

accurately gauge the U.S. market share of subject imports in value tenns. 

'1he same oonsiderations would also apply to evaluation of the role of non-

subject imports in. the u. s. market. 

I_also Would be interested in developing additional insight into the 

responsiveness of the overall dernarrl for SBI'Ss to changes. in price. In 

this regard, the parties might be asked to provide infonnation on the 

relative ~rtance of en:i-user dernarrl from new buyers, such as new . 

businesses, that do not yet have a SBI'S in place, and dernarrl from en:i-users 

· that are replacing. _an existing s~. In the .la~ter catego:cy, cases in 

· .V I generally believe that lost sales evidence· is one of the least 
probative elements of the record the Connnission oollects in Title v+I 
investigations. · · ·· 
lQ/ See staff Report at A-31, A-33 arrl A-34 (Tables 18, 19.arrl 20) for 
import value data, and at Appendix E, Table A for :inp>rters' shipments . 
data. . 
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which a finn has outgrown its existirg SBI'S shOOld be distin:1uished frcm 

those in which increased capability rather ·than increased capacity 

notivates the decision to replace a current system. F\Jrther analysis of 

the product cycle in the SBIS market, which both petitioners and 

respo:rrlents agree runs from five to seven years, TNOU.l.d al.so be awropriate. 

Finally, during the preliminary investigation, infonna.tion was 

collected regarding the rnnnber of circuit boards and other assemblies 

produced. Without starrlardization for the rnnnber of :function8 perfonned, 

this ·infonnation is ot' dubious Vctlue. TeChnologicaI. advarlce; which may be 

occurring at different rates within the product li.ries of different 

producers; may affect the number of cards necessacy to pe?:fonn a given set 

of functions. Telephones and console$ TNOU.l.d aPPear to be less suSpect to 

this "couriting" problem. 

·Preliminarf causation Analysis 

In these preliminary investigations, the alleged maxgins of.dl.mprrg are 

high, averaging 60 percent for Japan, 50 percent for Korea, and 45.9 

percent for Taiwan.]J/ 'lhe market shaie held by-imports :§· subStantl.ai in 

both quantity and value terms._!Y Vecy little evidence Wasp~ ' 
regarding the sensitivity of overall-demam to t11e·1evei of sms prices. 

'lhe fact that the product cycle is apparently sane!what Shorter'tliari--the 

physical lifetime of the equipment sucjgests that· el-rl-tisers may have the 

option of lengthening the time between upgrades or acquir~ refurt>ished 
. . . . . : . . . . .. 

equipoont as an al temati ve to buying new SBI'Ss; this· could fu:licate that 

.!!/ see Petition at 19-20. 
W see Report at A-33 (Table 19) and at Apperrlix E, Table A. 
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d.emard is somewhat elastic. Nevertheless, the weight of the evidence 

supports the notion that the demarrl for SBISs is IOOderately inelastic. 

In addition, as noted above, the discrepancy between the market share of 

imports expressed in value am quantity tenn.s, am the significant 

dispersion in prices of SBISs sold foX'. c:x:xrparably sized installations, 

in:licate that different manufacturers' systems are not perfect substitutes. 

Taken as a whole, however, the weight of the evidence collected thus far 

intimates that there is at least a m:xierate degree of substitutability 

between the subject imports am the domestic like product. Finally, the 

record in:licates that domestic producers hold a decreasing share of a 

market that has been declining in absolute tenns am have significant idle 

capacity. 

Based on these factors, I detennine that there is a reasonable 

in:lication that a domestic irrlustry is materially injured by reason of 

imports of SBI'Ss that are allegedly sold at less than fair value. 

Admittedly, the record does not contain certain types of data that would 

assist the Commission in detennining the extent to which the subject 

imports compete with the domestic like prcxiuct. However, petitioner has 

established a plausible case that any final investigations could reveal the 

requisite degree of injury by reason of the durrped imports. um.er the 

American Iamb decision, therefore, an affinnative detennination is 

in:licated. 
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ADDIT-IONAL VIEWS OF COMMISSIONER RONALD A. CASS . ' 

certain Telephone Systems 
from Japan, Korea ·and Taiwan 

Iny. Nos. 731-TA-426,, .427 and 428 
·- ' (Preliminary) · 

I concur 'with the' Commission's "affirmative determination in 

these investiga.tl:ori.s, · finding ·that ·there is a reasonable 

indication that the domestic industry is suffering material 

injury by reason of less than fair value· ( "LTFV") imports from 

Japan, Korea and Taiwan. I offer these Additional Views because 
'•: . 

my analysis 0-f the legal and factual questions ·presented in these 

investigaticins ~if fe~s in sever~l respects from that of certain 

of my colleagues·. 

I.- LEGAL STANDARD GOVERNING, DISPOSITION 
OF PRELIMINARY INVESTIGATIONS 

For reasons e~plained in Section III, infra, I have 

determined that th_e record ·evidence presented to us in these 

preliminar.y investigations is sufficient to warrant an 

affirmative determination. In order to explain how I have 

reached this conclusion, it would perhaps be useful .to explain 

briefly my und~r~tanding of .the. legal standard governing the 

Commission's determinations in preliminary investigations. 

Under Title VII of the Tariff Act of 1930, as amended by the 

Trade Agreements_ Act o~ 1979, the Commission is required, in 

preliminary antidumping"and countervailing duty investigations, 

to determine whether -there is a "reasonable in-dication" that an 



industry in the United States has been in~terially inj:ured, or is 

threatened with such· injury,· ·by rea.son of imports that have 

allegedly been· dumped or subs.idized.-1/ · The statute does not 

explicitly address two related quest;ioris 1;hat must b.e resolved in . . 

order to apply.the "reasonable indication" standard to the cases 

that come before us. First, what quantum of proof will justi!Y a 

determination by the Commission that there is a reasonable 
. . .. . ' 

indication of material injury, or.threat thereof, by reason of 
·' ,. . 

imports alleged to have been.unfairly traded? Second, what 

methodology should t~e Commission employ in determin~nQ whether 

that quantum of proof has in fact been established? The answer 

to these questions is not $elf~evident, but the statute and its 

legislative history, judicial precedent and past Commission 

practice provide guidance on both of these issues. 

By providing that antidumping and countervailing duty 

investigations shall go forward if there is·a "reasonable 

indication" of material injury, congress ·clearly intended tb 

"weight the scales· in'favor of affirmative· and against negative 

determinations."2../ In short, the quantum of proof :required·to 

1/ 19 u.s.c. §§1671b(a), 1673b(a). The statute also contemplates 
-that the Commission will, ih appropriate cases, reach an 
affirmative determination.if there is a reasonable indication 
that the development of ·a· domestic industry has been materially. 
retarded by reason of imports that have allegedly been unfairly 
traded. For the p~rposes-of·this discu~si6n; the ccin~ept of 
"injury" is intended also to encompass the notion of material 
retardation~ · · ' · 

2/ American Lamb Co. v United States, 785 F.2d 994, 1001 (Fed. 
Cir. 1986); ~ sLl.§.Q Yuasa-General Battery Corp. ·v. United 
States, slip op. 88-89 (Ct. Int'l Trade, July 12, 1988) at 5. 
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sustain an affirmative determination is Glearly lower than that 

.quired in order to support such a determination in a final 

investigation. Put another way, the preponderance of the 

evidence on each relevant issue need not be in favor of a 

petitioner in a preliminary investigation' before an affirmative 

determination may be made. 

By the same token, however, it is just as plain that the 

"reasonable indication" standard was not intended to preclude any 

possibility of negative determinations in·preliminary 

investigations. As the Court of Appeals made clear in its 

decision in American Lamb,~/ Congress, in articulating this 

standard, sought to balance two competing concerns.ii Congress 

did not want meritorious petitions rejected, and hence provided 

"hat investigations should continue past the preliminary stage 

even when the evidence of record was not sufficient to support an 

affirmative final determination. However, Congress also believed 

that the costly process of final investigations both by this 

Commission and the Department of Commerce, with the attendant 

disruptive effect upon trade, should not be endured unless there 

were sufficient injury to a domestic industry at stake to:justify 

the cost; this is the very reason why the intermediate step of a 

preliminary investigation was created. 

~/ Cited, supra, at n. 2. 

ii~ American Lamb Co. v. United States, supra, 785 F.2d at~ 
1002-3, citing s. Rep. No. 1298, 93rd Cong., 2d Sess. 171 (197~). 
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The preliminary investigation originated in the Trade Act of 

1974. The l~,gi·slative history of that statute sheds some light 

on the purpose that Congress intended such investigations to 

serve: 

Under the present Act, the Secretary of the Treasury 
must complete his entire investigation as to sales at 
less than fair value before the matter can be referred to 
the International Trade Commission for its injury 
determination. The Committee felt that there ought to be a 
procedure for terminating investigations at an earlier 
stage where there was no reasonable indication that 

- injury or the likelihood of injury could be found . · . . 
The arnenqrnent is designed to eliminate unnecessary and 
costly investigations which are an administrative burden 
and an impediment to trade.2/ 

The Trade Agreements Act of 1979 revised the preliminary 

investigation process in two respects. First, it made 

preliminary investigations mandatory in Title VII cases.Q/ 

Second, it slightly modified the standard to be used in such 

investigations by restating it in the affirmative rather than the 

negative; the statute was revised to provide that the Commission 

shall make a determination whether there is a "reasonable 

indication" that a domestic industry is materially injured or 

threatened with such injury.I/ However, there is no indication 

in the language or legislative history of the 1979 Act that the 

21 s. Rep. No. 93-1298, 93rd Cong., 2d Sess. 170-71 (1974). 

~/ ~ 19 u.s.c. §§1671(b), 1673(b). 

2/ Id·.· 
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~Act was intended to alter fundamentally the standard applicable 

in preliminary investigations.~/ 

The legislative history of the 1979 Act also suggests that, 

in preliminary investigations,· "[t] he burden of proof . . . would 

be on the petitioner".~/ Subsequent court cases and legislative 

history have cast some doubt on the precise nature of the burden 

imposed on a petitioner .. l.Q./ Still, it is plain that some quantum 

of ~roof of injury must be on the record to justify an 

affirmative determination. The precise quantum of proof required 

can not, of course, be quantified, and can not easily be 

described with great precision. That said, however, as I have 

noted in other opinions,1J../ past Commission practice suggests 

that the burden falls on the petitioner to satisfy the Commission 

that there is "at least a colorable basis" for an affirmative 

final determination. 

Our standard for preliminary determinations seldom is 

discussed separately from a second factor that shapes our 

B..I To the contrary, in the report that it issued in connection 
with that legislation, the Senate Finance Committee stated that 
it understood that the "reasonable indication" standard would be 
applied in the same manner as it had been under previous law. 
~ S. Rep. No. 96-249, 96th Cong., 1st Sess. 49, 66 (1979). 

3../ Id. at 66. 

1.0./ ~Budd Co. Railway Division v. United States, 507 F. Supp. 
997, 1003 (Ct. Int'l Trade 1980); H.R. Rep. 1156, 98th Cong., 2d 
Sess. 182 (1984). 

1.1/ ~. ~. Electrolytic Manganese Dioxide from Japan, Ireland 
and Greece, USITC Pub. 2097, Inv. Nos. 731-TA-406-408 
(Preliminary) 23-24 (July 1988) (Additional Views of Vice 
Chairman Brunsdale and Commissioners Liebeler and Cass) . 
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disposition of preliminary investigations: the methodology ~or 

evaluating whether that standard is met. Several discrete 

methodological issues arise in our discussions of preliminary 

determinations. First, are we limited to consideration only of 

evidence offered by the Petitioner? Second, if evidence not 

adduced by Petitioner can be considered, how should conflicting 

evidence be weighed? Third, how should the Commission treat 

evidentiary gaps on issues critical to our substantive 

determination? 

The answer to the first of these questions seems relatively 

clear. Commission practice, approved by the U.S. Court of 

Appeals for the Federal Circuit in American Lamb,.12./ among_ other 

cases,.1.3./ has been to consider evidence offered by Commission 

staff and respondents as well· as p~titioners. 

With respect to the second question, which concerns the 

manner in which conflicting evidence is to be weighed, _the 

Co:rmnission's practice,_also approved by our reviewing courts, has 

been to view evidence in a light favorable to petitioners, 

drawing inferences adverse to petitioners' case only where the 

opposing evide~ce clearly and convincingly supported the contrary 

proposition.14/ As with other verbal formulations of evidentiary 

12/ American Lamb Co. v. United States, cited, supra, at n. 2 . 

.1.3./ See, g_,_g_,_, Yuasa-General Battery Corp. v. United States, 
cited, supra, at n. 2 . 

.lA/ ~ Certain Welded Carbon Steel Pipes and Tubes from the 
Republic of Korea and Taiwan, USITC Pub. 1324, Inv. No. 731-TA-
131 and 132 (Preliminary) (June 1983); Canned Mushrooms from the 
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't'andards, ·this "ciear arid. convincing" standard is subject to 

divergent applicati'6ns~ But, whatever disparities may be found 

in its application, it has been understood plainly to mean that a 

nega:tive' 'determination will not be reached in a preliminary 

inves·tigation simply be·cause on each· substantive issue the 

Commission finds the weight of the evidence marginally favors·an 

inference consistent with such·a decision. 

Finally, the absence of evidence on a matter that.is 

relevant to our disposition of an· investigation will ·not , .. 

necessarily preclude an· af.firmative· pr.eiiminary determination. 

In each instance, the Commission will consider the legal 

sig:hi:·ficance of the matter as to which evidence has not been 

developed, the likelihood of obtaining evidence adequate to our 

purposes ih a -subsequent· investiga.tion·, and the basis· for the· 

belief 'that such evidence, when obtained,· will support 

petitioner's claims.'.li/ 

Thus, in iny view, the Commission may issue a negative 

determination either because (i) the evidence presented in 

support of a pe.tition _does not, standing alone, amount .to a 

reasonable indication of injury or threat of injury, and the.re is 
' ••• 1 • • 

no· reasonable ·likelihood that, such evidence will be developed iri 

People's··RepUblic of ·China·, USITC Pub. 1324·, Inv. ·No. 7'31-TA-115 
(Preliminary) (Dec. 1982) . 

1.5./ ~ Electrolytic Manganese Dioxide from Japan, Ireland and 
Greece-,- ·usITC Pub. :2097, ·Inv. Nos. 7'31-TA-406..;;408 (Preliminary),:·' 
(Juiy ·19·99)° (Additiona-1 Views ·of Vice Chai·rman Brunsdale and 
Commiss'ioners Liebel er and Cass) . 
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a final investigation, or (ii) because the evidence presented in 

opposition to the petition is so clear and convincing that the 

evidence supporting the petition cannot on the record as a whole 

be said to provide a reasonable indication of_ injury, again with 

the caveat that there is no reasonable likelihood that contrary 

evidence will be developed in a final investigation.l.2,/ In this 

case, for the.reasons explained perein and in the Views of the 

Conunission, I do not believe that a negative determination can be 

justified upon either of these bases. 

II. DOMESTIC LIKE PRODUCT 

I have joined in .the Commission's Views .on the like product 

issues· presented in th.ese investigations and have little to add 

to them. However, it might be helpful to elaborate briefly on 

the reasons .. why I have concludeO, that uninstalled telephone 

systems (hereinafter referred to as "systems" or "telephone 

systems")l1/, rather than subassemblies of sµch systems, are the 

relevant like product.. As in other cases presenting conceptually 

similar issues,ll/ I -have. found this question to be an extremely 

. •. 

1-6./ For a discussion of how this understanding is in accordance 
with.the court's opinion in American Lamb,·~ New St~el Rails 
from Canada, USITC Pub. 2135, Inv. No. 701-TA-297 and 731-TA-422 
(Preliminary) 28-30 (Nov. 1988) (Additional ·Views of Commissioner 
Cass) ("New Steel Rails"). 

ll/ Thus, the t~rms "system" or "teleph,one system", as used 
herein, unless otherwise indicated, do not refer to an installed 
system. 

ll/ ~. ~. Digital Readout Systems and Subassemblies Thereof 
from Japan, USITC Pub. 2150, Inv. No. 731-TA-390 (Final) 74-79. 
(Jan. 1989) (Concurring and Dissenting Views of Commissioner 
Cass) ("Digital Readout Systems"). 

I 
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close one; This issue has recurred, and· wi·11 no doubt continue 

to recur, in Title vrr· cases. Accordingly; even though the issue· 

does not have appear' to have any decisidnal consequences to·r this c·; 

proceeding,l,2./ I believe that it.is incUmbent upon us to offer as 

fu11·an explanation as posf)il::>ie·of the manner in which we have 

analyzecf that issue in this c'ase. Two points, both touched· on· in 

the Views of the Commission, are particularly important to an 

understanding of my analysis of that issue. 

First; it should be emphasi-zed that, although foreign 

producers sell subassemblie$ to distributors and interconnects, 

the actual' competition between the imported and domestically

produced products is competition for sales of telephone systems; 

it is not· competition for· sales of subassemblies. Indeed, there 

is effectively no market competition for·sales of subassemblfes, 

divorced from' system sales. /\s the Commission emphasizes, the· 

end user purchases a· system· (~hether installed, · in the case of 

end users, or uninstalled, in the case of digtributors or 

wholesalers') .1.Q./ There is no consumer market for the relevant ·: · 

subassemblies apart from telephone systems. Purchases of 

subassemblies by importer distributors or interconnects are 

entirely guided by their assessment of the demand for systems 

compri_sed of_ such subassemblies. Moreover, subassemblies of one 
. ' . 

producer cannot be'cbmbined with those of another producer to 

li/ ~ Views of the Commis·sion at 15. 
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build a system.Al./ Hence,· the end·user does not -- and indeed, 

as. a. practical mat.ter, cannot decide ··to purchase a particular 

subassembly from one producer or the other based.upon the price 

or other characteristics .of that subassembly.22,/ Thus, the fact 

that one producer might·. offer· a particul.ar .subassembly at a price 

lower than that.offered by other producers·for the· same.kind of 

subassembly~- but a subassembly.that or may or may.not have 

entirely identical characteristics and functions -- is 

essentially irrelevant. It ·is the price,and quality(ies) of the 

system as .a whole that matters·. 

Second,·the facts o;f this case are, on the record.now before, 

us, funO.amental~y different from those presented in Digital 

Readout Systems, a rec.ent ·case in which we were als.o . re(ltiired to 

consider ,wpet):ler subassemb.;Lies used to. c9nstruct a "system''. 

should be viewed as separate like products .. In Digital Readout 

Systems, . I, like the_ ot:h~r members of the Commission, reached the 

conclusion that -the subassemplies at issue were, in fact, 

separate products,., although my analysis of this issue differed 

somewhat from .that of the majority of my coll~agues.2.J./ In this 

case, subassemblies are. not an appropriate like product for 

2.l/ ~ ~ at 12-13. 

22./ This is so, inter ~. because particular subassemblies may 
perform different fµnctions in different systems (~ Views of 
the Commission .at 3-4) , and because subassemblies made by · 
different manufacturers cannot be combined in a single system 
(~Views of the Commission at.12-13). 

Al/ ~ Digital Readout Systems, cited, supra, at n. 18. 
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several reasons, some of which 'distinguish· thi·s ·case from Digital 

Readout Systems. First, as previously discussed, there is no 

independent market tor the subassemblies in .question,. · Whether 

· that wa:s true in Dig~ta.l Re_ad9ut systems is much less .clear. 

Second, in this case, all of the major subassemblies _are made by 

all of the pertinent domestic and foreign producers. ·By 

contrast, in Digital Readout Systems, 'some .Producers made only 

one or the other of the relevant subassemblies, indicating that 

production was to some extent segmented on a subassembly 

basis ~ll/ Thus, in Digital Readout Systems, much of _the 
' 

information relevant to our decision was available only on a 

subassembly basis, while here most of that information is 

available only at system level. Third, in, Digital Readout 

Systen.is, unlike here, certain components tha.t comprised the 

systems were not, in fact, subject to the investigation.2..5./ 

Accordingly, a definition of the like product at the system level 

was problematic, in that the subject imports could not be said to 

fully· comprise the "system". In short, although there are a few 

similarities between the instant investigations and Digital 

Readout Systems, on many of the key issues that led me to 

conclude that subassemblies were the relevant like pro,.duct in 

Digital Readout Systems, the facts here point in the opposite 

direction. 

Ml~- Digital-Readout Systems, supra, at 77. 
,.·;· 

.. ·: 

2..5./ ~ .1.da.. at 78-79. 



- 64 -

.. ,II-I .. REASONABLE; INDICATION OF INJURY 
. . . . BY REASON OF LTFV IMPORTS 

A. Framework for Analysis: ·The "Unitary" or· 
"Compat;atiye" Approach 

In.other cases, I have' explained at length the approach that 

I employ in addressing. the questiori·s presented to us in 

antidumping investigations· under Title VII of the Tariff Act of 
~ .. . 

1930 :~; I
1 

do not believe that a comple·te· reiteration of iny 

views; on: this subject is e'ither necessary or appropriate.here; 
I • ' ' • 

however, a brief dis'c::uss1on of the essential· elements of my 

approach, which.has often been referred to ·as the "unitary" or· 

II comparati Ve approach o/,' would perhaps be helpful o 

For several r~a~ons, I have reached the conclusion that the 

analytical framework used in recent years by many Commissioners, 

at times a majority of the· Cominission', is not the approach best 

suited to carry out the requirements· of Title VII. First, in my· 

view, it is not consistent with our statutor·y mandate for the 

Commission to ask separately whether the domestic indust~y has 

been injured, and then, if injury has been found, to inquire· 

. whether imports caused ~r contributed to that injury. I believe 

•that the ianguage of the statut~. as· well as 'its legi'slative 

history, indicates that Congress intended that the CoinmissiOn · · 

2..2./ ~. ~. 3. 5" Microdisks and Media Therefor from J·apan, 
USITC Pub. 2076, Inv. No. 731-TA-389 (Preliminary) (Sept: 1988) 
(Additional Views of Commissioner Cass) ("Microdisks"}; Internal 
Combustion Engine Forklift Trucks from Japan, USITC Pub. 2082, · 
Inv. No. 731-TA-377 (Final) (May 1988) (Additional Views of 
Commissioner Cass) ("Forklift Trucks"). 
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conduct a unified ·cor ·"unitary")· analysis of the relationship 
... . 

between LTFV imports and the. domestic industry 'that compares the .. :. 

indtist~y·s actual performan,ce with what• the domestic industry's ~· 

perforritan:ce would have been i:if there ·had been no LTFV imports. 

Among other things, any alternative t'o .. a unitary approach 

necessarily creates, without warrant in the statutory language or 

evidence of Congressional·intent, a requirement that the domestic 
.\ .-- ··.· 

"unhealthy';, indastry· be by whatever measure, as well as injured:.: 

by reason of LTFV.imports.ll/ 
c 

Second, to state what.might appear at first blush to be 

obvious, the Commission has. 9- duty to' explain clearly how it has 

assessed the impact bf LTFV. imports on the domestic ·industry. We 

must·articulate the major.:factual inferences arid assumptions that 

underlie our 'assessment of.·. t.he issues before us, and must . explain 

how they lead us •to the conclusion that we 'reach on the ultimate 

question: that we are required to address·-~ that is, did dumping 

cause -~at~rial injury to th~ domestic injury? 'rn· this respect, 

we are, of course, no different than any other administrative 

agency.2..a./ Our duty.is not fully discharged if we simply examine 
. ' .. . . ! . . . 

in a g~neral way the volume of imports and the present condition . ; :. . . .. •, 

of the dome~tic ind~stry and,· after intuitive evaluation of their 

' 211 The distinction between the unitary approach and the 
altern~tiv~, b:j..furcated ?J.pproach, and the legal reasons why the 
unitary· appro·ach is prefer.able, are discussed in detail in 
Digital· Readout System·s, supra, at 95-li9. · 

2..a./ ~. ~. SEC v. Chenery Corp., 318 U.S. 80 (1943); Phelps 
Dodge Corp. v. NLRB, 313 U.s; 177 (1941) .. 
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relationship, offer our conclusions as to: whether the industry 

has been in)ured by reason· of LTFV imports. However, the 

approach ·s·ometimes ·employed "in Title VII cases does· not :identify. 

many· of the predicates n:eces:sary to assess: the effects· of -.LTFV 

imports on the domestic· iri.'dus"try, · and, hence, does not· appear 

adequately to fulfill this· obli'gation. 

The unitary ·or ·comparative approach avoids these· 

difficulties, while carrying out, clearly and directly;·:the 

directives contained in the statute that governs antidumping 

investigations. · Title VI.I of: the ·Tariff Act describes· with 

reasonable specificity: the fundamental inquiry that the 

commission· must·undertake, as well as the ·subsidiary inquiries 

that are to lead us to our.ultimate conclusion with respect: to 

the impact of 'LTFV·imports. ·The factors· given-by the statute and 
I 

the order in which they· are'' listed in the statute suggest. a 

three-par't inquiry. into the causation of material. inj.ury .,22./ 

Title· VII directs1 the· c·omfuission, _in assessing the causation of . 

injury by dumped·lmports, to 

"consider, among other factors 
(i) the volume of imports of the merchandise which is 

the. sUbj ect·: of the investigation, 
(ii) the effect of imports of that merchandise on 

·prices in 'the United States for lik·e products, anq · 
(iii) the impact of imports on such merchandise on 

do~estic producers of li;Jte products .· . . . ":lil/ 

22./ The aggregation of· the statutory factors into three types of 
inquiry does not suggest that only three factors are important~ 
The three inquiries that I undertake comprehend Al,l. of the 
statutory factors-.· · 

.lQ./ 19 U . S • C . § 16 7 7 ( 7 ) ( B ) . 
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The s·tatute goes on to spell out these thr·ee factors with greater 

partioularity . .J.1/ This suggests that the Commission inust 

c'arefuliy consid~r three, related questions·; 

First, in eicamining the volumes .of imports of ·the 

merchandise under investigation, the. 'commission must assess the 

exte~t to which import volumes changed as" a result of the' dumping 

. (or alleged dumping).· This change will be closely related to the 

change in prices of these imports consequent to dumping. second, 

the Conunission must attempt to determine'how these imports 

af~~cted prices, and cori,comitantly s~ie~. 9f ~he dome~tic like 

product. Finally, the Commission must carefully evaluate the 

manner· in which changes 'in demand for the domestic like product 

caused by LTFV imports, considered in connection· with. the second 

inqui;r:;y, affected such'.factors as.return on·investmep.t and the 

overall level of employment and emplo'Yment compensation in the 

dbmest.ic industry. The Commission must, of· course, also assess 

the signi~icance of these.effects.J:J../· 

B. Causatiop of Material Injury: Certain Telephone Systems and 
· SµbasselDblies Thereof· from Japan. Korea and Taiwan ' 

1~ Cumulation 

.In considering the question of causation of material injury 

in these investigations, we must consider, as a threshold matter, 
' . ~ .. 

I. 

ll/ ~.19 U.S.C. §1677(7) (C). 

J.2./'Whether·the ·injury to the domestic industry caused :by LTFV 
imports rises to the level of materiality required under Title 
V'II is, in some s_ense;· a fourth part ·of our ·inquiry. ~ Digital .1 

Readout Systems~ supra, at .111-119. · · '., 
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· whether the volUil\e and effect of, ·the imports from. the three 

subject countri~s ~~Japan, Korea.and ,Taiwan. -- should be 

cumulatively assessed_. . The. C,OlllI!lission is required .. to perfopll .. a 

c_umulative. assessmen.t ~'.of .imports .. from two. 9r more countr_ies of 

ii.ke products· subject. t9. inve~tigati~n if such imports compefe 

··Wi~h .·~ach other :and with l.ike-7.Pr9ducts .o.f the do~est~c industry 

in t}le United States market ..... ll/ . Th~ Commission. has gener.ally 

-looked at the following fo.ur. factors in 9rder to determine 

whether cumulation is appropriate: . . . . . . . 

(1) the degree of fungibility between the imports from 
different countries arid between the· imports and 'the 
domestic like,.. product: 

·(2): the preseI)ce Jor absence) of sales or. offers .to sell in 
the same geographical market imports from'other 
countries and_ the domestic like product; 

_(.3) the existence of common or similar channels of 
distribution for imports f roin different countries and 
the_ domestic like product; and 

. , (4.) 'fJhethe;r. _the imports are simultan~ously pre~ent .in the 
market. J.i/ · 

However, even where consideration of these factors would'. 

othe~is~ ind-ic~te that -~umulation ·is ca.lled ·for, the colnmi'ssion 
• , " 4 • " ' , , I .~ • ' ' 

is not required to cumulate imports from a particular. country if 

. . ' - . . 

.ll/ 19 u . s . c . § 16 7 7 ( 7 ) { c ) ( iv) . 

.H.i ~. ~. · Antifrict.ion ·Bearings· (Other Than Tapered Roller 
·searings) and Parts Thereof from the Federal Republic of Germany, 
France, Italy, Japan, Rumania, Singapore; ·S~eden, Thailand, and 
the United Kingdom, USITC Pub. 2083, ·Inv. Nos. 303-TA-i9 and 20, 
731-TA-391-3~9 (Preliminary) 30 (May 1988): Thermostatically 
controlled Appliance Plugs and Probe Thermostats Therefor from 
.Canada,. ~ong. Kong, ·Jap~n •. Malaysia and Thailand, USITC Pub. 2087 1 
Inv. Nos. 701-:-TA..,;290-292; 731-TA-400-404 (Preliminary) 15 C.Jun.e 
1988). . . 
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it determines that· imports bf the merchandise from that country. .. .

are negligible and· have np-discernible adverse impact on the 

domestic industry.J.2./ Be~ore concluding that imports from a 

given country are negligible, we must ·conclude, inter ~. that 

both the volume and market share of the relevant imports are 

negligible . .J..2/ 

In these investigations, for different reasons, the 

Taiwanese and·Korean·Respondents have argued that cumulation 

is not appropriate. Their respective arguments are considered in 

turn.· 

The Taiwanese Respondent, Sun Moon· Star Group, has argued 

that 'imports of the subject:imports from Taiwan should not be 

cumulated with ·those from other countries because Taiwanese 

imports are "negligible" within.the meaning of the statute.TI/ 

The Taiwanese Respondent po;ints in particular to the low market 

share accounted for by subject imports from Taiwan . .la/ 

The .Taiwanese market share is, in fac.t, relatively low, but . ' 

hardly insignifica~t. The Commission staff has not been able in 

these preliminary investigations to compile reliable data on 

domesticconsumpti~n.and imports of "systems" per se from the 

.3..5./ 19 U • s . c . § 16 7 7 ( 7 ) ( c ) ( v) . 

~/~ 

TI/ Post-Conference Brief of sun Moon Star Group ("Taiwan Brief") 
at 20-21 . 

.la.I ~ at 21; Post-Confere~ce Brief of Sun Moon Star in Response 
to Petitioner's Confidential Information. 
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subject countries·. ill . Howev:er, the .Commission has attempted to 

estimate the. value of shipmer,its of imported, _subasse~lies and to 

compare it to the apparent do~estic consumption .of small business . . . . . . . -

telephone sys.~ems .Ml. 'rhe~e data indi9ate that i~ports 9f 

telephone systems from :raiwan accounted for .. at .. le~st [ .. * J % of 

domestic consumption during the first nine months of 1988 . .!l.I. 

Moreover, these d~t~ may µ~derestimate t~~. a~tU?l market 

penetration by the Taiwanese producers at,t~~ system.leyel. For 

example, the Commission believes that control and. sw;ttci:iing 

equipment are the subassembly that corresponds most closely to 

"systems".421 Measured by quantity, imports. of control and 

switching equipment from.Taiwan accounted·f9r .C. *]%of U.S .. 

consumption of such equipment. in 1987, and C * ]% in th,e fir:st. 

nine months of 1988.~I Measured by value, imports of .such .. · . .. . - . . . . ' \ 

equipment from Taiwan were lower -- [ * ]% in 198.7 and [ * .]% in 

.J..2.1 Report at A-58. 

Ml ~ ustTC Memorandum INV-M-018 (February 8, 1989) from the 
Office of Investigations at 2: Report .at B-18. In these. 
preliminary investigations, I have used these data as the best 
evidence available to· us.· However, as discussed, infra, in any 
final investiga"tion, I would invite the parties to address the 
question whether such data are an accurate measure of import 
penetration in the market for sales of telephone systems. 

411 Report at Appendix D at Table D .. 

421 Id.._ at A-12. Each new system has one control or switching 
unit. 1.d.._ Although control and switching units are sometimes 
sold to replace an .exist.ing unit, .or to expand an existing. .. . 
system, the quantities of control arid switching units shipped 
closely approximate the number of systems shipped. ~ 

.!.3.1 Id. at A-36, Table 21. 



- 71 -

' 
., '• . ... ·-

the first nine months of 1988 .ii/ but still plainly more than 
i ., 

~ minimis. Moreover, the absolute volume of imports from Taiwan 
. ·.· 

cannot·be dismissed as insignificant. In 1987, for example, 

Taiwanese produders exported almost [ * 1 control and switching 

units to the United States . .i.5_/ In the first nine months of 1988, 

almost·[ * ] such units were imported from Taiwan.!§,/ 

Furthermore, the items in question are not inexpensive;·for 
. 

example, the control and switching eq\iipment imported from Taiwan 

in the first nine months of 1988 had a value of 'in excess of $[*] 

million.ill 
.,_ -

As the Taiwanese Respondent ·correctly points out;· congress 
. . . 

has not provided, in either the language or legislative history 

of the statute, any numerical st~ndards or other guid~lines as to 

the meaning of the term "negligible",,, other· than offe.ring the 
' . 

observation that the concept may have· 'different· meanings in 

different industries.ill However, Ido not believe that congress 

intended that we regard imports of the magnitude in question here 

-~ which are significant in t~rms of volume, value and market 

share·-- as negligible. 

ill Id&.· . . . ~ . ..t: 

.i.5.1 ·.Ida:. at A-31, Table 18. 

ill Taiwan Brief at 20. 



- 72 -

. One of the Korean. Respondent~: Golds tar, .ar~ue~ that the 

volume and effects of_ imports from Korea should not be cumulated 

because Korean imports consist of subassemblies and com~onent:s 

that are "custc;>m made" and therefore not interchangeable with 

subassemblies from Japan or Taiwan or those made in tne United . .. 

States.J.2./ Goldstar.al~o argues.that "it is simply unrealistic . . ' . 

to spea.k of .. i~pqrt~ of ·. . . . [Korean) c?mpon~nts competing wi tp 

,..T&T's telephone systems" . .5..Q./ 
- .- ;, --- ·- - ' • 1 . 

However, the fa9t r:emains that the Korean imports, even if 

"custom made" in some sense that the imports from the other two. 

subject. countries ~;t:e n<;>t ~.· app~ar, o~. the ba~is_ ?~ the record 

before us in these preliminary.investig~t::,ions, to be entirely 

·dedicated for µse in .. systems tpat compete with those manufacture<.' 
' .. .. 

by the domestic industry. If this c.~se should return to us in 

the form of a final investigation, Goldsta_r co.uld, of course, 

attempt to persuade .us that this apparent co_mpe~ition. d:oes. not in 

fact, exist ... On the basis of the present .recoz:.9, .l:lowevez-:, .. I am 
·. ~ . •'-' . . -•, 

not at all pers.uaded .<;>f. this .. f\ccordingly, I cannot determine, 
. . ''. . "'·· ':,. . 

as Goldstar urges, that cumulation·of the Kor~an_imports is 

inappropriate because such imports do not compete·· with those made 

by the subject Japanese and Taiwanese producers or by the 

domestic industry. 

· .. 
~/ Post-Conference Brief on Behalf of Goldstar TelecommuQica- ') 
ti.on Co., Ltd. and Goldstar Products Co. , Ltd. ("Golds tar Brief") 
at 14-17. · 

.5.Q./ IsL.. at 16. 
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Given the record in these preliminary investigations and the 

legal standards applicable in such investigations, I.cannot 

discern any other basis upQn which we might refuse to cumulate : ·~:. 

the volume and effects of the imports from Japan, Korea and 

Taiwan. I reach this conclusion ·for essentially the reasons 

stated in the Views of the Commission. However, I note that, if 

this cas·e should return to us in a. final investigation, my views 

on this subject mi·ght change. ·if any or all of the Respondents 

presented us with persuasive evidence· that their products 

effectively do not compete with those of the domestic industry. 

In that event,· -I would find it particularly relevant for the 

parties to address-the question whether-there,is a marked 

discrepancy between the ma:r~et share of each subject country when 

measured by quantity, and;their respective market shares when 

measured by value, and, i~: ~o. whether this discrepancy 

demonstrates that the imported products compete for a segment of 

the"market in which the domestic ·industry effectively does not 

compete;-5.l/ 

2. Volumes and Prices ·of LTFV Imports 

The··eviderice now on ·record before the Commission suggests 

that the prices of the subject imports would have declined 

substantially as a result of the dumping alleged by Petitioners. 

Petitioner alleges that these imports were sold at prices that 

were lower than fair value by significant margins. Petitioners 

5.1/ The issue is· discussed in more detail, infra, in Section 
III.B.3. 
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assert that the subject Japanese systems were sold at prices 

reflecting dumping margins that averaged more tnan 80% . .5.2,/. In 

the case of Korea, Petitioners allege that the average dumping 

· margin was almost ·50% . .2..J./ Petitioners claim that the Taiwanese 

Respondent .. sold its System 30 at a price reflecting a dumping· 

margin of 45.9% . .5.,i/ 

These margin allegations have not, of course, yet been 

tested in proceedings before the Commerce Department. Still, in 

Title VII preliminary investigations such as these, these alleged 

margins are the best.evidence available to us, and we are, in my 

view, generally required. to accept them as such . .5..5./ Indeed, the 

legislative history.of the Trade Agreements Act of 1979 makes 

clear that, in preliminary investigations in antidumping. c.a.ses,. 

the Commission "will be guided by the description.of the 

allegation of 'the margin.of dumping contained in .the petition or 

as modified by ... [Commerce]".~/ Accord;i.ngly, although I 

believe, as a general matter, that factual as~ertions such as the 

Petitioners' alleged margins should not be accepted uncritically, 

I do not believe that a searching inquiry into the.margins is 

appropriate under the bifurcated statutory framework established 

..5.2./ ~Petition at 19-20. ~~~at Exhibit 6 . 

.5_1/ See Petition at 20. ~ ~ jJ;L_ at Exhibit 6 . 

.5..i/ ~ Petition at 20. 

25./ ~ New Steel Rails, supra, at 39-40. 

26./ Statements of Administrative Action, Trade Agreements Act of 
1979, at 415. 
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' .. ~ er" ~ur p~eliminary invest.igatio~s. ·· c6rit~-ivably·; ·where·' m~rgin · 

allegations ar·e ·inherentiy implausible or piainly cont'radicted 

irrefutable . r~cord · e~idence ·• ~e ~~Y not. be· ... able t6 ~ccept 

them . .il/ H~~ever, I need not:"reach. that issue· in thesE; . 

investigations because Respondents have not alleged;· ·and tne 
.. ·~ . . . .. 

by 

record evidence does not otherwise· suggest; that this is the case 

here. 
- . 

As I have noted in ·other ca·ses ·, dumpin'g · ma·:rgins are not, in 

any event, conclusive of the effects of the all°eged' dumping on· 
• • ' • I: ~ • • • 

the prices of the subject imports . .5.a/ In general, dlimping 

margins. (as a11eged or as det~~mined .by commerc~) do ·:ne:,t: 

cC>nst{tute. ·a precise measure of the extent· to which the· prices of · 
. - . . . 

rubj ect. imports declined as the resu·l t. of· dumping. In i:nost 

cases, the actual price decrease will be less than the full 

amount of the dumping margin. The change in the price of alleged 

LTFV goods that occurs consequent to dumping depends to some 

·extent upon the .nat,ure of _the ,dumpipg ... Pl,ainly •. dump~_ng :as ... 

defined by:.·::the Tari.ff Ac~ encomp~s·ses any sale' of goods<~t a, 
. .. ~ ~ . 

hig}1~f: -P~,ic~ in the exporter.,' s hoi:nE,? . market. (or ~·cf. .surro~fot~ f.qr ·:· 

it) and a lower price in the-v.s. market. Iri g~rteial, dumping by 

a_:for~.ign ~!odu~ei:, ·chq,rging l,ower 'price::s _in :_t~he~
1 

U ~,S ~··_-to.( 'its: 
,, ; ,. 

;tl/ New Steel Rails_, supra, ·;at' 39 . ..,.~·o ... ·". ·:·:. ,-: - . .·· .. 

: • • ..,, ,.,,: ~ • • • -. • • •• ~ J i : • -~ • .' . . • • • 

.5...8./ ~ ... ~. New..,Steel Rails, supra, at 42 :, Granular. 
Polytetrafluor6etnylene.·R~sin:. from .Japan 'ana"·the Netherlands~ 
usrtc. Pu}?. 2112, :i:nv. Nos." 1~1-;TA~385_-and.-386 '(Fiiiaif "74 (Aug~.: 
1988) (Addi tlonai Views of' commissihher Cass) ; <:ertain Bimet.allic 
Cylinders from Japan, USITC Pub. 2080, Inv. No.· 731...:.TA-383 · · 
~(Firial) 44 (May 1988) (Additional Views of Commissioner Cass). 

. .. ; 
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products t~an in_the f~re~gn market, occurs because the producer 

.enjoy~ more market power in the foreign market than in the U.S. 

market and seeks to increase its overall profitability by 

charging more where: the producer is able to and less where he 

faces more competitiop . ..5..2_/ ~the~ explanations for dumping are 

po_ssible,.Q..Q./ but Respondents have not argued, and the record . . . 

evidence before us does not suggest, that they are at all likely 

expl~nations in this case. Accordingly, in determining the 

likely impact of. the alleg_ed dumping on the prices of the subject 

imports for the purposes of these preliminary investigations, it 

is most reasonable to cqnclude that this is a case where the 

alleged differential pricing is a product of the disparity in the 

market power enjoyed by th.e subject foreign producers in their 

..5..2./ Commentators who have studied dif fe.rential pricing in 
international markets -have long believed that this is the best 
explanation for most instances of dumpi'ng. See, .e.....Jh·, G. von 
Haberler, the .Theory of Inter.national Trade with its Application 
to corninercial Policy 296-317 (1936). · ~-~ J. Viner, Dumping: 
A Problem in Int~rnational Trade (1923) .. 

fill/ For example, d~pi~g may reflect the desire to capture the 
value of an established brand name· in a market where that name is 
known but not to add a premium for that name when its goods are 
introduced into a new market. See Microdisks, supra, at 77; New 
Steel Rails, supra, at 59. Dumping may also.be motivated by 
predation, b~t_pr.edation is, in general, a most improbable· 
explanation.· As the Supreme.Court recognized in Matsushita 
Electric.·Industries.·co.· v.· Zenith.· Radio Corp.,. 47S·U.-S. 574; 589 
( 1986) , · "predatory. pri~_ing schemes ~re rarely tried, and even 
more ·rarely successful". 
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respective home markets and their market power in the U.S. 

market . .6.!/ 

.In this regard, I note that .it is the difference between the 

home market and the U .. S .. ma~ket that is of significance; no 

absolute.juqgrnent respec;ting the c:ompetitiveness of° the U.S. 

market or the noncompetitiv~ness of the foreign market is 

necessary. Moreover, while the nUit)ber of firms in a given market 

is. not irrelevant, . there is no necessary relation between the 

nwnber of firms in a market and the degree of market power a 

given firm holds . .22./ Absent;. some special impedim.ent to entry by 

foreign firms, it is partic~larly not ·important to focus on the 

nwnber of domestic: firms pat"ticipatiI:lg in a given market. While 

domestic oroduction of telephone systems is dominated by a single 

firm, the eviden~e· o·f. record strongly ·suggests a very competitive 

U .·S ... market for sales of s~ch systems. That is the market at 

issue here. The· initial question, then_, is how dumping may have 

affected the volumes and price~ of imports sold in such a market. 

·In any.- case where. differential pricing of sales to the U.S. 

market and to a foreign ·m~rket has occurred, the actual decrease 
i, '. 

in the u .. s·. price of the subject imports that occurred consequent 

to dumping will be a percentage of the dumping.margin; this 

ill In that context, ~. ~. JTECH (Japanese Technology 
Evaluation Progrcµn) -Panel Report on Telecommunications Technology 
in Japan 2-10 (May 1986) (prepared for the National Science 
Foundation) . 

[J2/ .s..e.e., ~. Demsetz, Why Regulate Utilities?, 11 J. L. & Econ. 
55 (1968). 
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percentage will be, in large measure, a function of the 

proportion of the sales of the subject foreign producer(s) in 

their combined u. s. and· ·home market that i·s accounted for by 

sales in their home m:arket . .6.,l/ In reality, an estimate of the 

decrease in the price of the dumped product that is derived in · 

this fashion will be somewhat overstated as it represents an 

approximate upper bound of that decrease.~/ However, to the 

extent that such an estimate may give Petitionersmarginally the 

benefit of a doubt in this case, I believe that this is 

nevertheless appropriate given the 'legal st_andard that governs 

preliminary investigations . .2,i/ · 

In this case, the· record evidence ind.icates that. the · 

percentage of the dumping margin that would have been passed 

through to U.S. consumers of the.subject imports in the form of a 

decrease in the price of those products consequent to the alleged 

dumping would have varied significantly from country to country. 

In the case of Japan, home market shipments accounted·for the 

bulk of the sales made by the Japanese producers in the combined 

ill ~. ~. New Steel Rails, supra, at 60; Granular 
Polytetrafluoroethylene Resin from Japan and the Netherlands, 
USITC Pub. 2112, Inv, Nos. 731-TA-385 and 386 (Final} 74 (Aug. 
1988} (Additional Views of Commissioner Cass} ; Certain Bimetallic 
Cylinders from Japan, USITC Pub. 20_80, Inv. No. 731-TA-383 
(Final) 44 (May 1988} (Additional Views of Commissioner Cass) . 

ill For a thorough explication of this subject, .s.e.e. USITC 
Memorandum EC-L-149, Assessing the Effects on the Domestic 
Industry of Price Dumping, Part I (May 10, 1988) from the Office 
of Economics at 1, n. 1, 13, 19-21 . 

.2...5./ ~ discussion, supra, at 53-60. 



- 79 -

lt'LS./Japan market . ..6...6./ This would suggest that the actual 

decrease in the price of the imports from Japan that occurred 

consequent to dumping would have been a relatively large 

percentage of the dumping margin. 

For Korea, the reverse would have been true. Sales to the 

United States by the Korean producers far outweighed sales made 

in the home market . .61./ Accordingly, in the absence of dumping, 

the price of the subject Korean imports would have declined by 

only a small percentage of the alleged dumping margin. 

Taiwan would fall somewhere between the Japanese and Korean 

examples. In the first nine months of this year, shipments by 

Respondent Sun Moon Star to the United States and to its home 

I market were * * ] , with U.S. exports [ * * * 

* * home market shipments . ..6..a./ Thus, if there had been 

no dumping, the price of the Taiwanese imports would have been 

..6...6./ Specifically, in the first nine months of 1988, home market 
shipments of control and switching equipment accounted for about 
84% of total shipments of such equipment made by the subject 

·Japanese producers in a combined U.S./Japanese market. ~ 
Report at A-27, Table 14. {For the reasons explained, supra, at 
70, data for this equipment represents the best available measure 
of system sales.) In 1987, the comparable figure was 82%. I.d..._ 

.61./ In the first nine months of 1988, exports of control and 
switching equipment to the United States from Korea amounted to ·· 
over [ * ]% of all shipments made by the subject Korean producers 
in the combined U.S./Korean market. See Report at A-28, Table 
15. For 1987, the comparable figure was even higher, almost 
[ * ]%. Id... 

.2..8./ ~id.... at A-29, Table 16. In 1987, the picture was quite 
different in that Sun Moon Star's U.S. exports were [ * * 
than home market shipments. Id.a.. However, Petitioners allege 
that dumping occurred in 1988; accordingly, the 1988 data are 

1 more significant for present purposes. 
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approximately * * ] between ·their actual price and the priii. 

that would be reflected by the upward adjustment of this price ~ 

the full amount of the dumping margin. 

Accordingly, the record evidence before us in these 

preliminary investigations suggests that the alleged dumping 

reduced the price of the subject Japanese .imports substantially, 

by an amount equivalent to a sizeable percentage of the dumping 

margins_ alleged fc;>r the Japanese producers. For the subject 

Taiwanese and Korean imports, the apparent price qecrease was 

smaller, particularly in the case of Korea, but in both cases, 

the apparent price decrease nevertheless was :significant. 

For reasons discussed in more detail below, on the basis of . . 

the record now before us, I must conclude .that i-t is l~kely that·

accepting the allegation of dumping for J?Urpo~es of this inquiry;9 

the price decreases that occurred· for products of all three 

countries as a result of the dumping also prOduced significant 
1:. 

increases in sales of the subject imports-. ·This is so 

principally because it is apparent that the imported _systems are 

substitutable to at least a significant extent. for the 

domestically-produced product.Q.2./ However, as explained more 

fully below, the evidence on this issue is far from conclusive, 

and additional evidence that might be produced in a final 
. . 

investigation might lead me to draw a different inference on this 

point should this case return to us in a.final investigation . 

.6..2./ See discussion, infra, at 84-86. 
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3 .. Prices and Sales of 1Domestic Like Product 

The second inquiry s-q~gested by the statute.1.Q./ builds on th~· 

first. It asks, in light of the changes in the volumes and 

prices of the·subject imports that.occurred consequent to the 

alleged dumping, what.changes have occurred in· prices and sales 

of the domestic like product? In this investigation, there is 

reason to believe that these changes may have been quite 

significant. However, the r¢cord on certain issµes relevant to 

this question has not been flJlly developed in these preliminary n 

investigations in the limited time available to us. Accordingly,. 

it should be emphasized that my conclusions in this regard are 

not necessarily indic.ative of those that I would reach in a final 

investigation. 

One fact that suggests tnat the subject imports have had a 

significant effect on sales by the domestic industry is the share 

of.the U.S. market that has been held by the Japanese, Korean and 

Taiwanese ·producers. For the reasons previously·stated, I have 

used the import and domestic consumption data compiled by the 

Commission for control and switching equipment as the best 
: ~-

available indicat.or of penetrat;ion by the subject producers in .. · 

the market for sales of small business telephone systems.1.1/ 

Using this measure, in the first nine months of 1988, the subject 

foreign producers accounted collectively for about 43.6% of the 

J.JJ./ See 19 u.s.c. §1677(7) (B) (ii). 

71/ See discussion, supra, at 70. 
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total quantity of ·sma11: busines·s telephone systems purchased in 

the U.S. market~ with-Japan accounting for 15.8%, Korea [ * ]% 

and Taiwan [ * ]%.72/ Interestingly, however, if market 

penetration is· ·measured· by value, these producers had a 

significantly lower collective market share. Again using the 

value of ·imports of .control ·and switching equipment. as the 

relevant measure, the· collective market. share of the: subject 

_ _fo~~ign ·producers ·was· only about 9. 8%. UI 

The Cornmissi'on has·; however, also· attempted to estimate the 

share of the total value of all systems sold in the United States 

that is accounted for by shipments of all systems· sold in the 

United States-and comprised of subassemblies made by the subject 

producers.74/ Measured on this basis, the collective, value-

based market 'share of the foreign producers would.appear to be 

notably higher, 'a:Pproximately 32 .1% in the .. first nine months of 

1988.75/ I shall return-to·the potential significance of these 

apparent disparities momentarily. For present purposes, the 

72/ Report at A-36, Table 21. 

UI .Id..._ Market penetration by the producers in each of the three 
subject countries·· is· also correspondingly lower than their 
quantity-based market share. .Id.._ . 

74/ In other words, this market share estimate looks at the value 
of domestic shipments of imported subassemblies used in systems, 
rather than the value of the imports themselves. See USITC 
Memorandum INV.,.-M-018. (February 6;. 1989) from the Office of 
Investigations at 2; Report at B-18. 

]!i/ ~ Report at Appendix D at Table D. 
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.important point is merely that market penetration by the subject 

·imports· was· significant'· no ·matter which measure is used. 

The second fa'ct that:: suggests that the subject imports had a 

·significant ·impact oh sales by the domestic industry relates to 

the responsiveness'' of· doinestic demand for small business 

·telephone: systems to changes in the prices for such systems. 

Domestic demand for these products does not appear to be very 

respoftsi.ve to price charige~. This is so for ~everal reasons. In 

general, ·a telephone system can be expected·to represent a 

relatively small percentage of the cost of operating the business 

·that uses it. Moreover, a telephone system is·, for the most 

part, not a discretionary purchase; to.state the obvious, few, if 

any, businesses can do without a telephone system.· Further, 

there ·appear to be fewclose·substitutes for the ·small pusiness 

telephone systems that are the subject of these investiga-

tions.1.Q./ ·on the.other· hand, many telephone systems are 

purchased. to replace systems· alre·ady in pia·ce · in existing 

. '•. 

~/ However, it appears that there may be at least some 
substitutes. The Japanese Respondents identified several 
potential substitutes: "Centrex" service provided by local 
telephone companies, refurbished telephone systems, and certain 
PBX systems used by large businesses but not subject to these 
investigations.. ~. ~. Post-Conference ·Economic Submission 
on' Behalf of Japanese Respondents in ·the Matter of Certain · : 
Telephone Systems and Subassernblies Thereof from Japan, Korea arid 
Taiwan ("Japanese Respondents' 'Economic Submission"') at section 
VI. The potehtial .. significance of these products·and services 
for other issues in this case are discussed in more 'detail; 
infra, at 89-9L 

~--=·· · •. -J 

'' 
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busines.ses, rather than to outfit new businesses. 77 / This would 

make demand for the systems more price-responsive than it might 

appear to be at first b.lush. In ge.neral, then, no definitive 

conclusions can be offered on this subject as the record evidence 

on the issue is not as well developed as it perhaps would be in a 

final investigation. On balance, though, _the presently available 

information sugge~ts that demand for small business telephone 

sys~ems is not highly responsive to changes in price, and this, 
. -

in turn, suggests that the subject imports had a significant 

impact on domestic sales. 

A third critical variable in determining the effect that the 

subject imports have had on domestic sales (and prices) is the 

extent to which the imported systems are substitutable for the 

domestically-produced product. On this issue, too, the record is 

not fully developed. 

There are clearly several significant differences between 

the subject imports and domestically-produced .~mall telephone 

systems. The first and most obvious difference, discussed at 

some length by Respondents in their various submissions to the 

77/ The parties appear to agree that, due to technological 
changes and other factors, the average "life" of a small business 
telephone system is relatively short, perhaps five to seven 
years. ~. ~. Transcript of 1/18/89 Conference at 81 
(Testimony of Mr. Blanchard); Japanese Respondents' Economic 
Submission at VI.2, VI.3; Post-Conference Submission of NEC 
Corporation and NEC America, Inc. ("NEC Brief"} at 25. 
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Conunission,1.B./ concerns the manner in which the imported and 

domestic products are sold.· ·Petitioner AT&T, which accounts for 

by far the majority of sales of small business telephone systems 

by the domestic industry,29,/·sells almost all of its small 

business telephone systems directly to end-users through its own 

sales force.llQ./ The subject foreign· producers, on the other 

hand, generally sell subassemblies to retail dealers and 

wholesalers . .fil/ Further, there is evidence in the record 

suggesting that the AT&T product may conunand a premium in the 

marketplace . .a.2./· Finally, and perhaps, most importantly, there 

is, as previously noted, at. least some discrepancy between the 

market share: of the ·subject foreign producers when measured by 

quantity, and their market share when measured by value . .al/ 

Depending upon what figures are ~sed, the value-measured market 

share of the foreign producer's may, in fact, be dramatically 

lower than the quantity-me~sured market share. On its face, this 

1.B.I .s..e.e,, ~. Japanese Respondents' Economic Submission at II.2; 
Goldstar Brief at 5-7; Post~conference Brief Submitted on Behalf 
of Samsung Electronics Co. ("Samsung Brief") at 2-3. 

l!ll Report at A-11 . 

.lll .Id.&. at A-11, A-39. The remaining domestic producers 
distribute the majority of their products through retail dealers, 
interconnects and wholesalers. .Id.&. 

.al/ ,+..d.a.. at A-39 . 

.a.2.1 ~ Transcript of 1/18/89 Conference at 83-84. AT&T has, 
however, denied that its product conunands a large premium or a 
premium from all customers. .Id.a. I would regard this as a 
significant issue in any final investigation . 

.BJ.I ~ Report at A-36, Table 21; B-18 at Table D. 
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suggests that it is possible that the sys~ems sold by the foreign 

producers in the U.S. market are fundamentally different in some 

ways from the domestically-produced product or that the mix of 

products. sold by U.S. and foreign producers differs 

substantially. Shquid thi~-case r~turn.~o us in a final 

investigation, I would be ve'Y;Y interested in any ar.guments that 

the parties might advance concerning.this issue. For the 

p\,lrposes qf these P!'elimina~y investigations, however,, the only 

thing that can be said with a· reasonabl_e degree of confidence is 

that there is some indication that the subj £!!.Ct imports and 

domestically-produced SY.Stems are not perfect substitu~es. 

The parties have also drawn our att.ention to a host. of other 

issues that may bear on the extent to which the subject imports. 

adversely affected domestic sales and prices. As one would 

expect, the parties' respective positi~~s on these issues are 

sharply in conflict. 

In arguing that the subject imports have depressed dome·stic 

prices, Petitioners have relied.extens".i.vely.·on.pz,::ice data th~t 

purportedly show that the prices of the imported systems have 

been falling and that these prices have been consist~ntly ~rid 
,, 

significantly l~wer than the prices .of.dome~tically-:produced 

systems . ..eA/ Respondents, by contrast, argue that, in this case, 

the available price data are an inherently unreliable indicator 

•' 

84/ See, ~. Postconference Brief of American Telephone and 
Telegraph Company ("Petitioners' Bri~f") at. 27. 
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th~·:. impact· of the subject imports on the domestic market .fil 

On this isstie;-I believe that Re~pondents have the better of the 

argum~nt. For a number of ·reasons, ·I cannot attach great weight 

to the price data that are available to us. I will mention only 

a few of those reasons here. First, in order to collect any data 

on price trends, the Commission staff was forced to attempt to 

analyze the prices of models that changed from year to year, with 

respect to standard features and otherwise . .6..6.I The comparability 

of th·e year-to-year data is therefore open to serious question. 

Second, ·the staff has· advised· "Us that in most cases direct price 

comparisons· between domestic and imported systems baseq on actual 

transaction prices were simply impossible, given the fact that 

,direct sales"to end-users by the foreign producers accounted for 

only a fraction of sales by those'producers.fill In addition, in 

reporting prices-to the Commission, theparties were constrained 

in sev~ral respects. For one thing,· importers' prices were, for 

the most part, reported on the basis of the lowest pric~s at 

'which: subas'semblies necessary to complete a system were sold . .a.B.I 

This would, of course, tend to bias downward the price of the 

.a.5.1 See, ~. Japanese Respondents' Economic Submission at IV.7; 
Post-Conference Submission on Behalf of Fujitsu Limited, Fujitsu 
America, Inc., and Fujitsu Business Communications Systems, Inc. 
("Fujitsu Brief") at 28-33; Goldstar Brief at 2-9; Post-Hearing 
Brief of Oriental Precision, Ltd. ("Oriental Brief") at 13-15; 
Samsung Brief at 8-9 . 

.aQ.I Report at A-44-A-45. 

fill Id. at A-41. 

1.8..8.I Id. 
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imported product. Fur~her, all reporting firms .were requested to_ 

exclude the "adjunct" prices of certain sta.ndard features.B,9.1 

For. all of these reasons, I believe that the price data before us 

are of questionable .value. 

In an effort .to demonstrate the manner in which the subject 

imports have adversely affecteq domestic prices and sales, 

Petitioners have also provided us with certain mat~rials relating 
. ' 

to a study. ~;-ep<'.ired for AT&T by McKinsey & co. in 1987 in order 

to assist AT&T in setting optimum prices for certain new system 

models that AT&T introduced that year . .2.Q./ In, preparing the 

study, McKinsey developed an elaborate prici~g model designed to 

predict, among other thix:igs, the.market share that AT&T would 

have enjoyed, given certain conditions in the m~rketplace. This 

model, which is said by Petitioners to be."highly accurate",il/ 

was used-to predict_what AT&T's market share would have been if 

the prices of the subject imports haq been higher, .i....JL.., if there 
< ,• ' 

had been no dumping. This model supposedly shows that, if the . . . ' . -

price o~ im!)orts had been 10-:-30% higher, AT.&T would have achieved 

* * * * points of. additional market share.ill 

For a variety of reasons, I do not view this evidence as 

having great.probative· value in these preliminary investigations . 

.2.Q.I Petitioners' Postconference Brief at 28. 

ill ~ i.d... at 28. 

ill IsL.. 
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Notably, Petitioners did not submit· to the Commission ~ertain 

important information relatiQg to the study; including, inter 

~. the survey data upon which the study-was based, the model 

used to generate the. data. contained· in the study:, and supporting 

materials relating to various assumptions made in the study. 

Without this information, the Commission is not in a position to 

evaluate~ the credibility. or relevance· of the study . .2..J./ 

Obv:.ously, Respondents are also in .the same position in this 

respect.ill Accordingly, I n~ed not address here. the question 

whether there is any merit to the extensive critique of the 

study, and Petitioners' use -.Q·f it in: this proceeding, that has 

been·· offered· .. by the Japanese Respondents . .2.,5./ Plainly, however, 

this issue may be relevant in any final investigation_. 

In arguing that the su}:)j.ect imports did not have a material 

adverse: impact on .domestic prices and sales, Respondents have 

asserted that the prices and sales of the domestic industry have 

been strongly affected by va:rious other non-subject goods and 

services that compete to so~e extent with the small business 

.2..J./ It would have been pointless for.the Commission to insist 
that this information be supplied once it learned of its 
potential relevance, for a meaningful evaluation of the 
information could not have been conducted in the remaining time 
left in the already compressed period in which the commission 
conducted these preliminary investigations . 

.2..4/ ~ Comments on APO Materials on Behalf of Japanese 
Respondents in the Matter of Certain Telephone Systems and 
Subassemblies Thereof ("Japanese Respondents' APO Material 
Comments") at 10. 

,22/ Id. at 10-18. 
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telephone systems·that are the subject ·of· this investigation. 

These ·are said ·to include non-subject imports.of small business 

systems or subassemblies thereof, refurbished·equipment, rental 

equipment, ·Centrex services provided by local telephone 

companies·, and'AT&T's System 75 PBXs.ll/ . 

Petitioners; in contrast, ·argue that .Respondents greatly 

exaggerate the demand for~ and consumption of, these products and 

services . .2.1/ ·petitioners· also argue that Centrex is, for the 

most part; .a product .that complements, rather than· substitl,ltes 

for, small business telephone .. :systems. Id.a:. at 33. 

In my view,: ·the evidence on these issues is .simply. 

inconclusive. Although the.record is replete with' de~ate over. 

the magnitude of· the demand: for the non-subject goods and 

services that Respondents claim are substitutes·for smalJ. 

business telephone· systems, there is· little, if any, .record 

evidence ·that would· allow the,commission to arrive at even a 

broad estimate ·of the extent ,.to which such goods apd services 

affected .eithe·r: .prices or sales: of the. domestic like product. 

Given the narrow time frame in which preliminary investigations 

are carried out, ·this is not surprising. Nevertheless, we must 

....... 

ll/ ~ . .e...._g_._, Japanese Respondents' Economic Submission at 
II.13, VI.l, VI.5-22; Fujitsu Brief at 20~22, 26-28; NEC Brief at 
26-30; Postconference Brief on Behalf of Iwatsu Electric Company 
Ltd. and Iwatsu ·America Ltd. ( "Iwatsu Brief"·) at 26-33; Samsung 
Brief at 11-12. · 

·, 

~/ See Petitioners' Postconference Brief at 32-33, 34-35, 36, 
38. 



- 91 -

.ke our determinations on the· ·record that is presented to us. 

There is, iri :my judgment,· no basis in·the record upon which the 

Commission might deter:rriine that the existence of the posited 

alternatives ·to snia·ll business telephone systems demonstrates, 

'dontra+y to-other evidence in the record, that these 

alternatives, rather than the ·subject imports, are so fully 

re"sponsible . for any 'reduced sales or prices that the domestic 

industry has experienced during the time when dumping allegedly 

·· ~ccurred that such dumping would have had at most an 

insubstantial effect. However, I ·would invite the parties to 

revisit this issue, if they deem it appropriate to do so, in any 

final investigation . .2.fti 

. /.. similar issues are raised by Respondents I arguments with 

respect to the alleged impact of manufacturing ef ficien·cies upon 

the price of small business telephone systems. Respondents claim 

that any declines in the wholesale price of small business 

.. systems and subassen\blies thereof ·may be attributable to "cost 

.2..BI In that context, however, it should be noted that the 
evidence collected by the staff appears to show fairly 
conclusively that one of the alternatives discussed by 
Respondents, non-subject imports, is not nearly as significant a 
force in the marketplace as Respondents suggest. For ~~ample, in 
1987 and the first nine months of 1988, imports of control and 
switching equipment for small business telephone systems 
accounted for·only a [ •· * ] of U.S. consumption ot such 
products. ~Report at A-36,-Table 21. Unless· Respondents can 
show that these figures are incorrect or misleading, it is 
unlikely that I would conclude that the availability of non
~ubject imports has significantly reduced sales or prfces of the 
domestic like product. 
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trends typi:cal ._of electronics-based products" . .2.,9./ Petitioner~ 

on the other hand, say that the industry does not involve "high 
l • ~ 

tech" or . "new technol_ogy" products for which large. and continuin~ 

cost reductions are the norm.l...Q.Q./ Indeed, Petitioners assert 

that, given exchange rate shifts, manufacturing_Gosts would have 

had to decline by about 90% _in order to explain the decline that 

has supposedly taken place in the pric.e of the imported Japanese 

products.in the. U.S. market.l.Ql./ 

On the .record as it now stands, Petitioners have.the better 

of this argument. There is +i ttle evi,dence in. the . record that 

reveals the existence, or magni tu.a~, of _cost efficiencies that 

may be involved in the production of small business telephone 

systems. However, this, too, is an issue that the part~es may1 

wi_sh to address in greater depth in any final investigation. 

In sum, then, on some potentially important issues, the 

record is not as c.'?mplete as one would perhaps like'· and 

Respondents have raised a number of questions that wpuld warrant 

further scrutiny in any final investigation. However, on the 

record as it now stands, I must find that there is at least a 

reasonable indication that t~e subject imports had.a material 

adverse impact _on domestic pric'es arid sales. 

4. Investment and Employment , 

lil See, ~. Japanese Respondents' Economic Submission at IV.3 
4. ~:~ ~ol~star Brief at 13 . 

. l.Q.Q./ Petitione~s· Postconference Brief at 31. 

1..Q.1/ Id. at 31-32. 
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The third and final inq\iiry concerns the extent to which the 

subject imports have, through their effect on prices and sales of 

the domestic like product, agversely affected employment and 

investment in the domestic industry. The evidence compiled by 

the Commission staff, although in some respects ambiguous, is 

consistent with an inference that there has in fact been material 

damage to domestic industry· employment and investment. Thus, 

this inquiry likewise support-s·a conclusion that there is a 

•ireasonable indication" of material injury to the domestic 

industry by reason of LTFV imports. < 

·. The profi-t~ili ty of tne domestic industry dec.l.ined [ * * 

* "1 over the. period of tne Col'nmission's investigation . .lil.2./ 

Most notably, the operating income generated by the members of 

the domestic industry from· tneir small business telephone 

operations declined significantly during the first nine months of 

1988, when dumping is alleged to have taken place; operating 

income during that p-eriod was over [ * ]% less than it was during 

the comparable period in· 1987.JJU/ These data, while 

significant, are far from conclusive, however, for the operating 

income of the industry fell by even more substantial percentages 

in ·1986 and 1987 when dumping may or may not have been· 

.lil.2.1 ~ Report at A-21, Table 12. 

lJU/ ~ 
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occurring:.l..QA/ Moreover, it is·noteworthy that capital 

expenditures and ·research-.. and development expenses by the 

domestic industry both·.[·· * · * J. in the first ·nine months of 

1988 relative-to the same period one year. ·earlier, after [ ·* 

* * .* '. · * ·. J ·over the period _1985 through 1987 .~/ 

The-employment data compiled.-by the Commission, although. 

also somewhat .mixed, are likewise .consistent with an inference 

that LTFV imports adversely affected· the domestic industry. ;over 

the first nine-months of 1988, total employment of production and 

related workers in the domestic.industry·fell by almost [*]% . .10..6./ 

Hours worked declined· by a slightly· .great~r. percentage during the 

same pe:riod.1.Q.1/ .. Hpwever ,. hgurly :total ·compensatio?J. paid to · 

production-workexs increased slightly in.the·first nine months of 
• 

1988, as it_,did dl,lring; the:preceding full-year ·periods . .l.Qll/ 

Respqnqents; have arg~eq. that_ .these .largely adverse 

developments are attribµtable to fac~ors -oth,.er tl:lan .LT.FV imports. 

I~ part~cular~ Respondents assert that market conditions and · 

Petitioners' own shortc0mil)gs explain_ any problems.that ·the 

domesti~ industry has ·.experienced. They claim, for example, -that 

~ .. ' ... ~· . ' .-:.: . 
~/ The Commission, of course, in these preliminary 
investigatic;ms,. as in ·Others; l:las no _information one way :·Or the 
other on this issue. · 

.1.Q.5./ Report at A-23 . 

.!.Q.Q./ Id.a.. at A-19, Table 9. 
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Je ind~stry is in the down part of the product replacement 

cycleJ...0..2./,' and that AT&T unwisely chose to introduce its new 

products in that down period . ..l.l.Q./ Respondents also claim that 

the, business practices of the domestic industry, particularly 

those of AT&T, have been costly and self-defeating. Among other 

things, Respondents argue that AT&T maintains a costly sales 

force 111/ that nevertheless does not·effectively market·its 

products to .. important sectors ·of the market. 1 i2/ Respondents 

also assert that·AT&T has deliberately chosen a business strategy 

that seeks to maintain its·installed base of rental customers at 

the expense of product sales.11.J./ In addition, Respondents argue 

that many of AT&T's current difficulties stem from its earlier 

refusal to supply systems to the interconnects, which are a major 

source of Respondents' business.114). 

1..0...9./ s..e..e.. ~. NEC· Brief at 25-26·; Oriental Brief at 18 . 

..l.l.Q./ ~. ~. NEC Brief at 25-26; Japanese Respondents' 
Economic Submission at VI. 2-3. · 

:lll/ Japanese Respondents' Comments-on APO Materials at 4-5. 

112/ ~. ~. Iwatsu Brief at 29-32; Post Hearing Brief on 
Behalf of Matsushita Electric Industrial Co., Ltd., Matsushita 
Coimnunication Industria·1 Co., Ltd., Kyushu Matsushita Electric 
Co., Ltd. and Matsushita Electric Corporation of America 
("Matsushita Brief") at 29-30; Post-Conference Brief of Toshiba 
Corporation and Toshiba America, Inc. ("Toshiba Brief") at 19; 
Goldstar Brief at 13. 

11.J./ ~. ~. Fujitsu Brief at 24-26; Oriental Brief at.19; 
Matsushita Brief at 29; Samsung Brief at 13; Toshiba Brief at 17-
18 . 

.lJ.AI s..e..e.. ~. Iwatsu Brief at 21-23. 
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Petitioners deny all of these claims. AT&T a.sserts that 

"there is no reason to believe that . . ... [aJ direct selling 

strategy is inefficient or inappropriate for this mc;irk.et" .ll.5./ 

According. to AT&T, this strategy is in fact sensible because it 

enables the company to avoid a situation where its products are 

''competing with themselves" at· .the di.stributor level.,.ll.2./ ~T&T 

also notes that certain other domestic firms; particularly 

Comdial, are not performing well even though ;they do not employ 

AT&T's strategy of marketing products directly. to the end

user.117/: AT&T also denies that its business strategy with 

respect to rental customers causes it to .lose sales 

opportunities.118/· AT&T likewise· denies. that it has lost sales 

by ·r-efusing to ·deal with interconnects . .JJ..2./ . 

The evidence presented by the parties on these issues does 

not shed much light on the connection between dumping and trends 
, . . 

in industry performance. Certainly, Respondents' arguments do 

not offer sufficient basis for rejecting the inference, otherwj,.se 

suggested by the record in these preliminary investigations, that 

the alle'ged dumping has. materially injured the domestic industry. 

The· ·commission cannot, finding a reasonable indication of· injury, 

.l.15:/ Petitioners' Postconference Brief ·at 42 . 

.11..Q/ ~ 

117/ Id. at 42-44. 

1.l.B.I Ish. at 46-48 . 

.119./ Id. at 43, n. 110. 
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reject petitions simply because we find other factors have caused 

greater harm to the industry,12..Q./ Thus, Respondents' arguments 

must not only persuade us that other factors account for the bulk 

of the f inartcial troubles that the domestic industry has 

experienced; rather, Respondents must persuade us that other 

factors so fully account for these troubles as to rebut 

conclusively the inference that dumping has had a material 

adverse effect. This. showing is most difficult at the 

preliminary investigation stage.121/ The arguments presented by 

Respondents do not meet that standard. However, should this case 

return to us in a final investigation, I would be prepared to 

reexamine Respondents' arguptepts on the effects, if any, that 

AT&T's business strategy has had on its overall performance, 

especially if the parties ch9ose to present them·in greater depth 

and with greater attention tp the argument's contribution to our 

ultimate disposition of the investigations. 

12..Q./ ~. ~. Citrosuco Paulista, S.A. v. United States, slip. 
op. 88-176 (Ct. Int'l Trade 1988) at 64; Hercules, Inc. v. United 
States, 673 F. Supp. 454, 481 (Ct. Int'l Trade 1987); s. Rep. No. 
249, 96th Cong., 1st Sess. 74 (1979). 

121/ See American Lamb Co. v. United States, supra, 785 F.2d at 
1001. 
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INFORMATION OBTAINED IN THE INVESTIGATIONS 

Introduction 

On December 28, 1988, petitions were filed with the U.S. International 
Trade Comrnission (Comrnission) and the U.S. Department of Comrnerce (Comrnerce) by 
counsel for the American Telephone & Telegraph ·co. (AT&T), Parsippany, NJ, and 
Comdial Corp., Charlottesville, VA, alleging that an industry in the United 
States is materially injured and threatened with material injury by reason of 
imports from Japan, Korea, and Taiwan of small business telephone systems and 
subassemblies thereof 1/ that are alleged to be sold in the United States at 
less than fair value (LTFV). Accordingly, effective December 28, 1988, the 
Comrnission instituted antidurnping investigations Nos. 731-TA-426, 427, and 428 
(Preliminary), under section 733 of the Tariff Act of 1930, to determine whether 
there is a reasonable indication that an industry in the United States is 
materially injured or threatened with material injury, or the establishment of 
an industry in the United States is materially retarded by reason of imports of 
such merchandise into the United States. 

The statute directs the Comrnission to make its preliminary determinations 
within 45 days after receipt of the petition or, in this case, by February 13, 
1989. Notice of the institution of these investigations and of a 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 January 6, 1989 (54 F.R. 
495). Commerce published its notices of initiation in the Federal Register of 
January 24, 1989. 2/ The Comrnission held a public conference on January 18, 
1989, at which time all interested parties were allowed to present information 
and data for consideration by the Comrnission. ll The Connnission voted on these 
investigations on February 8, 1989. 

Nature and Extent of the Alleged Sales at LTFV 

On the basis of comparisons of U.S. and foreign market prices, petitioner 
alleges that small business telephone systems and subassemblies thereof from 
Japan, Korea, and Taiwan are being sold in the United States at LTFV margins 
averaging "more than 80 percent," "nearly 50 percent," and 46 percent, 
respectively. These margins were calculated by examining 48 models of systems--
33 models from eight Japanese producers, 14 models from three Korean producers, 
and one model from Taiwan. Margins on individual models ranged from 5.8 percent 
to 157.3 percent. Petitioner notes that the models were selected because of 
their "current importance in the market," and because "reasonably reliable 
pricing data" were available. The petition states that margins were calculated 

1/ For the purposes of these investigations, the term "small business telephone 
systems and subassemblies thereof" means telephone systems with intercom or 
internal calling capability and total nonblocking port capacities of between 2 
and 256 ports, units of such systems, and subassemblies for use principally in 
such units, including control and switching equipment, circuit cards and 
modules, and proprietary corded telephone sets and consoles, whether complete or 
incomplete, assembled or unassembled. 
21 Copies of the Connnission's and Comrnerce's Federal Register notices are 
presented in app. A. 
ll A list of witnesses who appeared at the conference is presented in app. B. 



using current price lists and that adjustments were made to ensure that 
comparisons were made at the same level of trade. Further adjustments were 
made, where applicable, for direct and indirect selling expenses. According ~ 
the petition, wherever possible, adjustments were based on actual reported 
expenses of producers. 1/ 

The Products 

Description and uses 

These investigations cover a category of telephone systems specified as 
having intercommunications (intercom) capability and a total nonblocking 2/ 
port 1/ capacity of between 2 and 256 ports. The subject systems include both 
key telephone equipment and private branch exchange (PBX) equipment designed for 
wireline telephony. The equipment is shown diagrammatically in figure 1 and 
defined further below. The key telephone equipment in figure 1 is shown 
connected to a central otfice via the PBX. Key system equipment can be, and 
often is, connected directly to a central office, without going through a PBX. 

The investigations encompass the individual components of these systems 
including: key service 'lµlits (KSU's) and other control and switching units; 
proprietary, ~/ wire-connected telephone sets and consoles; and the proprietary 
circuit cards, modules, and power supplies that are designed for and dedicated 
to use in the overall system or specific functional units. ~/ In this report, 
the system components and subassemblies for which data are presented are: 
control and switching equipment; circuit cards and modules; and proprietary 
telephone sets and consoles. 

Key system.--Key system equipment is used most often in offices or small 
businesses to allow telephone sets to be connected to a limited number of 
telephone lines without the need for expensive switching equipment. In many 
installations, a person at a key telephone location can answer any incoming call 
or place an outgoing call on a line not in use. This permits considerable 
communications flexibility at a reasonably low cost. The special key telephone 
sets used in these systems are described in detail in the section entitled 
"Telephone sets." 

Private branch exchange.--A PBX in its simplest form is a small central 
office exchange located on the customer's premises that serves the customer with 
in-house telephone service and also connects the telephones to the public 
switched network via the telephone company's central office. The PBX may be 
provided with an attendant console and, as in the case of a central office 

11 Petition, pp. 19-21. 
21 When a network (system) is unable to make more connections, it responds to 
additional requests by failing to provide a dial tone to the requesting 
telephone. This is referred to as call blocking. 
11 The word port as used in the petition is defined as a connection for a 
central office line or a station. Station is defined as a telephone set or 
telephone console. 
~/ The petitioner defines proprietary to mean designed specifically for the 
particular system of which it is a part by the overall system manufacturer. 
~/ The petition does not include generic, industry standard telephone sets, 
wire, cables, hardware, subassemblies, circuit cards, or modules. 
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SRI International, Menlo Park, Calif.) 
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switch, may provide an array of special features that can be tailored to the 
needs of the customer. Such features include automatic call transfer, message 
waiting, call waiting, restricted service, least cost routing, and call 
accounting. 

Small businesses needing more communications capability than that provided 
by a key telephone may use a PBX, 1/ but PBXs are also used in large businesses. ZI 
In cases where the number of lines that can be switched is limited, telephone 
companies and other specialized common carriers may equip their central offices 
with PBX's in lieu of central office switching apparatus. 

Hybrid telephone systems.--Small business telephone systems which combine 
features of both key telephones and PBXs are known as hybrid systems. l/ 

Control and switching eguipment.--Control and switching equipment, in the 
simplest terms, consists of those components of a key system or PBX that connect 
telephones (stations) to each other or to the central office (see figure 1). !ii 
In those key systems that use a KSU, however, the switching function is 
incorporated directly in the key telephone set. 2/ In a PBX, the switching and 
control logic cards are located in the PBX equipment cabinets. Q/ 

Circuit cards and modules.--Telephone apparatus contains basic electronic 
components, such as resistors, capacitors, transistors, diodes, integrated 
circuits, switches, and connectors, wh1ch are' assembled into functional modules 
or mounted on printed-circuit boards (often called printed-wiring boards). The 
modules or printed-circuit boards are then interconnected (if necessary) to form 
higher functional units in a frame, rack, or cabinet. 

In the design of the final equipment, certain functions are redundant and 
the same module or printed-circuit board may be used in more than one 
application. Some of these boards and modules may be interchangeable with each 
other. In some cases_, printed-circuit boards or modules may be used in 
different types of equipment produced by the same manufacturer. It is less 
likely that a subassembly, printed-circuit board, or module is sufficiently 
standardized to be interchangeable with those produced by different 
manufacturers. However, as the use of digital-type electronics increases in the 
industry, more interchangeability can be expected. II 

11 Certain telephone service such as Centrex may emulate a PBX using the 
telephone company's central office switch. 
21 However, large businesses often buy central office switching equipment since 
their communications needs are similar to those of a town or several towns. 
l/ For a more complete description of hybrid systems, see the petition, 
Exhibit 14. 
~/ The most advanced switching systems also permit computers instead of 
telephones to exchange data when connected to ports. This direct data exchange 
occurs between machines on the customer's premises, but not beyond. 
2/ Such key telephone sets are, included in the investigation if they have the 
capability to intercommunicate (intercom) with one another directly on the 
customer's premises~ 
Q/ Sufficient control logic may be included in the PBX or key system so that an 
attendant console is not necessary. 
II As an example, printed-circuit boards produced by different manufacturers are 
currently inserted in personal computer expansion slots. 
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Power supplies are electrical devices that convert alternating line current 
(household current) to direct currents at specific voltages by transformation 

land rectification. Most electronic products use direct current internally. A 
power supply may be designed as an integral part of an electronic apparatus, 
mounted in the same apparatus as a separate module, or packaged separately and 
connected by wire to the apparatus. Power supplies inherently generate heat, 
and when installed in electronic systems, are usually separated from other 
circuitry. Separate power supplies are often used for larger systems. The 
power supplies subject to these investigations supply direct current voltages of 
5 volts, 24 volts, and 48 volts, and also supply alternating current for 
telephone ringing of at least 90 volts. The cwnulative power output from all of 
the voltage taps does not exceed 1,800 watts. 

Telephone sets.--Telephone sets (also known as telephone instruments) serve 
the basic functions of terminating a telephone line and converting the acoustic 
wave energy of the user's voice to electrical signals and vice versa. In 
addition, the basic telephone set contains either a multifrequency tone 
generator (or a mechanical dial switch) used to signal the central office switch 
to place the outgoing call to the desired destination. A bell or other sound or 
visual signalling device is contained in the set to indicate an incoming call. 

Console telephones (also known as attendant consoles) are used by a 
receptionist or telephone attendant to control manually (see figure 1) the 
functions of the key system or PBX. Most of ten the attendant console is used to 
answer incoming calls, route the calls, place outgoing calls, or otherwise 
operate the system. 

Key telephone sets are commonly desk-type sets having illuminated push
button switches (keys) 1/ (or the equivalent) arranged in a row below the 
telephone dial or switch-tone touch pad. The keys connect the telephone to 
central office lines (or PBX lines) and indicate which lines are in use, allow 
two or more telephones to conference on the same line, or may place a call on 
hold. A single key telephone set may terminate five or more incoming/outgoing 
lines and, if so wired, intercommunicate (intercom) with other key telephone 
sets in the same office. The key buttons themselves may connect the telephone 
directly to the desired telephone line,. or, as shown in figure 1, signal a key 
service unit KSU to make the desired connection. The KSU then acts as the 
switching mechanism. 

In the questionnaire, U.S. producers and importers were asked to report the 
number of telephone stations on systems. Importers often were unable to respond 
because they sold subassemblies to retailers, who configured the system. 
Available data suggest that systems composed of imported subassemblies tend to 
have more telephone stations than those of U.S.-produced systems, as shown in 
the following tabulation (in percent of the total): 

1/ As many as 20 key buttons may be accommodated, but 6 is the most common. 
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Number u. s. Inmorts from--
of 12roducers Japan Korea Taiwan 
stations Quantity Value Quantity Value Quantity Value Quantity we 
1-10 •..•• *** *** 30.4 26.0 *** *** *** *** 
11-20 •••• *** *** 20.1 37.5 *** *** *** *** 
21-40 •••• *** *** 32.2 21.5 *** *** *** *** 
41-60 •••• *** *** *** *** *** *** *** *** 
61-80 •••• *** *** *** *** *** *** *** *** 
81-100 ••• *** *** *** *** *** *** *** *** --- --- --- --- ---

Total •• 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Phone systems can employ varying degrees of digital and analog technology. 
Both types of technology can be found in key, PBX, and hybrid systems. The 
physical difference between digital and analog equipment is in the switching 
apparatus and in the type of electronic components found on circuit cards. The 
circuit cards for both types can be manufactured on the same machinery. Small 
business telephone systems employing predominantly digital technology have the 
same general uses as those with predominantly analog technology. Digital-based 
systems tend to offer more features, and are more flexible with regard to 
reprogramming to acconunodate different configurations than are systems with 
analog components. Both digital and analog technology are capable of providing 
data as well as voice transfer, although the former may be faster in certain 
data transfer applications. 

Manufacturing processes 

Small business telephone systems and subassemblies thereof are produced 
much like consumer electronic products that are designed in modular 
configurations. The manufacturing process largely includes the fabrication and 
assembly of printed-circuit boards and their final assembly into an enclosure 
that interconnects them through the use of a multilayer printed-circuit 
motherboard. The use of an interconnecting motherboard reduces the amount of 
manual labor required to assemble a system and the potential for wiring errors. 
Modular construction through the use of plug-in printed circuit boards permits 
ease of assembly and testing and facilitates repairs necessitated by component 
or system failures. 

Printed-circuit board fabrication.--The fabrication of a printed-circuit 
board is divided into three phases. In the initial phase, the locations of the 
components and interconnections of the circuits on the board are determined. 
The printed-circuit pattern is then laid out on a grid by a computer and an 
enlarged artwork master is produced. A grid layout and artwork master are 
required for each circuit board side, and precise registration between the 
layouts is required when two or more artwork masters are needed. In the second 
phase, the enlarged masters are photographed and reduced to the appropriate 
dimensions of the finished board. The reduced masters are used to create the 
circuit patterns on the base material laminates from which the circuit boards 
are made. The final phase covers the actual fabrication of the board. After 
the appropriate copper-clad laminate is selected and coated with a photo
sensitive resist, it is exposed to ultraviolet light through the reduced master• 
creating the circuit image on the copper surface of the laminate. The image is~ 
developed out and an alloy of lead-tin is electroplated on the exposed circuit 
pattern. The alloy plating increases the solderability of the circuit board 
conductors and serves as an acid-resist when the excess copper on the laminate 
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is etched away. Holes are drilled in the locations where components are to be 
inserted and the board is profiled to the finished dimensions. When the nwnber 
of components on a printed circuit board is sufficiently increased, more circuit 
layers are required to make the necessary crossover connections. In producing 
boards with two circuit layers, the fabrication sequence is changed. Holes 
required for component mounting are drilled and plated through with copper prior 
to the creation of the circuit image on each side. The plated-through holes 
provide circuit continuity from one side of the board to the other. Machines 
and equipment required to produce printed-circuit boards for small telephone 
systems can be used to produce printed-circuit boards for any electronic 
product. 

Multilayer printed-circuit board fabrication.--Multilayer printed-circuit 
boards consist of a nwnber of individual printed-circuit boards (usually two
sided) that are produced from thin, uncured base material laminates. After 
these thin boards are etched, they are stacked in an alignment fixture and cured 
in a heated platen press. The partially completed board is removed from the 
press, and the fabrication process is completed much like that ·for any two-sided 
printed-circuit board. Multilayer boards used as interconnect motherboards on 
small telephone systems usually require seven or eight layers. 

Printed-circuit board assembly.--The assembly of printed circuit boards in 
volume is usually accomplished through a combination of machine and manual 
insertion of components. Components such as resistors and capacitors, which 
lend themselves to automatic insertion, are first sequenced on tapes in reverse 
order of insertion through the use of sequencing machines. These taped 
components are then placed into a computer-controlled machine that inserts each 
component into its proper position on the board. The machine not only inserts 
each component in its proper position, but also clinches the leads of each 
component against the conductors on the board to ensure ease of wave soldering. 
Components such as power transistors or small transformers, which do not lend 
themselves to automatic insertion, are installed by hand prior to wave 
soldering. Sequencing machines and automatic insertion machines used to 
assemble printed-circuit boards for small business telephone systems can be used 
to assemble printed-circuit boards for any electronic product. Multilayer 
motherboards that provide the interconnections for printed-circuit boards in a 
small business telephone system are assembled by hand because the assembly 
consists largely of the installation of mating connectors for the plug-in 
printed-circuit boards containing the system electronic components. 

Power supply modules.--Power supply modules are usually not plug-in devices 
such as printed-circuit boards containing the small business telephone systems' 
logic and switching circuits. Power supplies contain bulky components, such as 
power transformers and large power transistors, which either do not lend 
themselves to printed-circuit board mounting or must be installed on metal 
surfaces because of heat dissipation requirements. In fact, cooling fans are 
required for power supply modules in certain small business telephone systems 
where the system power needs exceed certain wattage ratings. Power supply 
modules often do contain small printed-circuit boards on which components for 
regulation and filtering are installed. 

System enclosures.--System enclosures for small business telephone systems 
(key, small PBX, and hybrid) are produced as injection-molded plastic parts. 
The production of each plastic part in the enclosures requires a special mold in 
which a plastic powder is injected and formed under heat and pressure to the 
contour of the mold. After the mold is cooled, the formed part is removed. 
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Telephone sets and consoles.--Telephone sets and consoles for small 
business telephone systems are produced from injection-molded housings and 
handsets. Printed circuit boards containing circuitry needed to answer, 
monitor, or transfer calls are installed in these devices. 

U.S. tariff treatment 

On the date the petition relating to the subject investigations was filed, 
telephone switching apparatus and telephone sets and parts thereof were 
classified under items 684.57 and 684.58 of the Tariff Schedules of the United 
States (TSUS). 1/ Key system switching apparatus was statistically reported 
under item 684.5710 of the Tariff Schedules of the United States Annotated 
(TSUSA), and other switching apparatus was reported under item 684.5720. 
Statistics for parts of telephone switching apparatus were reported under TSUSA 
item 684.5730. 21 Statistics for telephone sets were reported under items 
684.5805 through 684.5825, and parts of telephone sets were reported under item 
684.5830. Unfinished or unassembled imported telephone apparatus was classified 
under the same item in the TSUS as the finished apparatus in accordance with 
General Interpretive Rule lO(h). Power supplies for small business telephone 
systems were classified under TSUS item 682.60 and statistics were reported 
under items 682.6051 and 682.6053, depending on their wattage rating. Small 
business telephone systems as set forth in the investigation were not separately 
provided for in the TSUS. 

The Harmonized Tariff Schedule of the United States (HTS) became effective 
January 1, 1989. J/ Telephonic switching apparatus is provided for under HTS 
subheadings 8517.30.15, Central Office Switching Apparatus; 8517.30.20, Private 
Branch Exchange Switching Apparatus; 8517.30.25, Electronic Key Telephone 
Systems, ~/ and 8517.30.30, Other Telephonic Switching Apparatus. Parts of 
telephonic switching apparatus are classified under three HTS subheadings. 
Parts of central office switching apparatus are classified under subheading 
8517.90.05, and parts of private branch exchange switching apparatus are 
classified under 8517.90.10. Parts of other telephonic switching apparatus, 
including electronic key telephone systems, are classified under subheading 
8517.90.15. Telephone sets are classified under HTS subheading 8517.10.00, and 

1/ The U.S. Customs Service has determined that telephone apparatus that is 
designed to carry voice-based information is telephone apparatus whether or not 
it can also carry symbols or numbers representing data or other information. 
21 Parts peculiar or dedicated to telephone switching apparatus are classified 
in this line item unless they are provided for elsewhere in the schedules by 
name. A provision for "parts of an article" does not prevail over a specific 
provision for such part (General Interpretive Rule lO(ij), TSUSA and additional 
U.S. Rules of Interpretation l(c), HTS). 
JI 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 passed in 1988 replaced the TSUS with an 
HS-based tariff sc~edule known as the Harmonized Tariff Schedule of the United 
States. 
~/ The HTS of the United States provides an 8-digit subheading for electronic 
key telephone systems. This provision may be interpreted to include key 
telephone service units but not key telephone sets, which may be classified in 
8517.10.00 or 8517.81.00. See Explanatory Notes for 8517 at I(C), p. 1361-2. 
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parts of telephone sets are classified under 8517.90.30. Telephone handsets and 
ll>arts of telephone handsets are classified under HTS subheadings 8518.30.10 and 
ll!518.90.10, respectively. 1/ The general rate of duty (most-favored nation 
rate) for telephone switching apparatus and parts, telephone sets and parts, and 
telephone handsets and parts is 8.5 percent ad valorem. 2/ The general rate of 
duty applies to imports from all countries other than those from certain 
Communist countries enumerated under General Note 3(b) of the HTS. Imports from 
these countries are dutiable at 35 percent ad valorem (column 2 of the HTS). 1/ 

Power supplies are classified as rectifying apparatus under subheading 
8504.40.00 in the HTS and statistics for them are reported under 8504.40.0004 
through 8504.40.0010, depending on their wattage rating. The general rate of 
duty on power supplies ·is 3 percent ad valorem, and the column 2 rate of duty is 
35 percent ad valorem. ~/ 

U.S. Producers 

AT&T is the largest U.S. producer of small business telephone systems and 
subassemblies thereof, accounting for * * * percent, by volume, of U.S. 
producers' reported 1987 U.S. shipments of control and switching equipment. 2/ 
The design, manufacture, distribution, marketing, installation, and repair of 
the subject products are handled by AT&T's General Business Systems division 
(GBS). AT&T retail phone center stores also market a small portion of these 

1/ The original provisions for telephone apparatus published in the first 
edition of· the HTS were revised extensively by the Canada-United States Free
Trade Agreement (Presidential Proclamation 5923 of December 12, 1988). The 
TSUSA item numbers and HTS subheadings for telephone switching apparatus and 
parts are not comparable. 
21 The United States did not negotiate the rate of duty on telephone apparatus 
during the Tokyo Round of the Multilateral Trade Negotiations. In addition, 
pursuant to the Omnibus Budget Reconciliation Act of 1986, a user fee (to cover 
the cost of processing imports by the U.S. Customs Service) of 0.17 percent ad 
valorem is assessed on most imports. Preferential tariff programs include the 
Generalized System of Preferences, which affords nonreciprocal tariff 
preferences to developing countries to aid their economic development; the 
Caribbean Basin Economic Recovery Act, 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. 
1/ Col. 2 rates of duty apply to products of these countries, which currently 
include all Communist countries except China, Hungary, Poland, and Yugoslavia, 
all four of which are eligible for MFN treatment. 
~/ This rate of duty represents the final stage of rate reduction negotiated 
during the Multilateral Trade Negotiations, and has been in effect since 
January 1, 1987. 
~/ Market share in this section is expressed in terms of units of control and 
switching equipment shipped because each system and expansion thereof has one 
unit of control or _switching equipment; therefore, this figure indicates the 
number of systems or expansions·thereof supplied by each firm. Data on 
shipments of systems themselves are less reliable because many importers did not 
report shipments of systems but, rather, reported shipments of subassemblies of 
systems. 
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systems. Manufacturing facilities are iocated in Shreveport, LA, Denver, CO, 
and Dallas, TX. * * * 

Comdial Corp., copetitioner in these investigations, also designs, 
manufactures, distributes, and markets small business telephone systems. Its 
headquarters and manufacturing facilities are in Charlottesville, VA. Comdial 
supplied * * * percent of U.S. producers' reported 1987 shipments of control and 
switching equipment. 

EXECUTONE Information Systems (EXECUTONE) is a U.S. company that requests 
to be considered as a domestic producer and does not support the petition. 
EXECUTONE designs systems hardware and software and imports parts and 
subassemblies. 1/ The discussion of the U.S. industry in this report excludes 
data reported by EXECUTONE, which are presented in appendix C. 

Nonpetitioning U.S. firms identified by the petition as having "reportedly 
produced" the subject products, their market share as defined above, and their 
position in these investigations are presented in the following tabulation (in 
percent): 2./ 

Company 

Eagle Telephonies, Inc ••••••••••• 
Corinth Telecommunications Corp •• 
Rolm Corp ....................... . 
GTE Corp . ........•...•...•••••••. 
Northern Telecom ••••••••••••••••• 
Mite 1 • ...............•.....•..•.. 
Tone Cormnander ••••••••••••••••••• 
Gai-Tronics . .................... . 
Crest Industries •••••••••••.••••• 
Sanbar Corp . .................... . 
CSE Technology ..•••••••••.•.••••• 

1987 market 
share 

*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 

Total. • • . • • • • . . • • • • • • • • . • • • • • • • *** 

Importers 

Position in these 
investigations 

Supports petition 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 

Several hundred firms were identified * * * as importers of telephone 
equipment classified in the tariff items that include small business telephone 
systems and subassemblies thereof. The petition also identified 23 companies as 
importers. Questionnaires were sent to 100 firms, each identified as having 
imported at least $250,000 worth of material classified in TSUS items 684.57 and 
684.58 in either of two separate 12-month periods during January 1985-September 
1988. In these investigations, 34 firms responded that they did not import the 
telephone equipment under investigation and 29 firms reported such imports. 
None of the nonrespondent firms are those identified by the petitioner; however, 
***,which was one of the importers named in the petition, did not provide 
usable data. Data presented in this report are estimated to account for at 
least 80 percent of the subject imports. 

11 "Post-Conference Brief on behalf of EXECUTONE Information Systems, Inc.," 
pp. 1, 12, and 16-17. 
2.1 * * * 
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A number of the largest importing firms are related to a foreign producer. 
Several major retailer suppliers ("interconnects") are also importers. * * * 

, reported imports as well as production. 

Channels of Distribution 

Small business telephone systems and subassemblies thereof enter the market 
through several channels. For the most part, AT&T markets systems directly to 
the end user through its GBS sales force; however, approximately * * * percent 
of AT&T's· sales are made via its retail stores to an end user, and another 
5 percent are sold to unrelated retailers and telephone companies. 1/ Comdial, 
on the other hand, sells subassemblies to wholesale distributors ("supply 
houses"), who in turn sell to interconnects who configure systems for sale to 
the end user. 2..1 The imported product is sold mostly to unrelated distributors 
and retailers. U.S. producers and importers were·requested to report their 1987 
shipments of systems and subassemblies thereof, by market. These data are 
presented in table 1. * * * reported lease or rental of products. 

Table 1 
Small business telephone systems and subassemblies thereof: 1987 U.S. shipments 
by domestic producers and importers, by product and market 

Product and market 

* * * 

(In percent) 
U.S. 
producers 

* 

Imports from--
Japan Korea Taiwan 

* * * 

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

There is also a market for used and refurbished small business telephone 
systems, whose importance and impact petitioners and respondents debate. The 
former suggest that used/refurbished products are relatively insignificant in 
the overall market. Respondents argue that this "secondary market" is not only 
large, but is also a major factor in explaining any downward pressure on U.S. 
prices and declines in the performance of U.S. producers. Data were not 
collected from suppliers of refurbished equipment, and further data on the 
secondary market are not presented in this report. The arguments of the parties 
are presented in postconference briefs. 

Respondents argue that Centrex also competes with sales of small business 
telephone systems. Centrex is a service available through local telephone 
companies that offers some of the same "functionality" as the subject product: 

. internal calling, transfer of calls, access to numerous exterior lines, etc. 
Traditionally offered to larger customers, Centrex ~ow supplies what respondents 
contend is a significant share of the small business market. The Centrex 

1/ "Postconference Statement of John A. Blanchard," p. 1. 
2..1 Transcript of the conference, p. 94. 
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customer pays a fee to the service provider rather than purchasing a system. 
Petitioners claim that Centrex is not a significant factor in the decline in 
demand for their products; in fact, they note that key systems are purchased foql 
use as equipment "behind" Centrex. The arguments of the parties are presented 
in postconference briefs. 

Apparent U.S. Consumption 

AT&T put the number of small business end users of telephone systems at 
3.6 million. 1/ A GBS official noted that consumption peaked in 1984-85 when 
"literally hundreds of thousands of renting customers" left AT&T's "imbedded 
base" (of renters) and purchased systems. Z/ Subsequently, petitioners and 
respondents agree, there was a "lull" in demand. 'J_/ Respondents suggest that 
demand is expected to increase as products purchased in 1984-85 reach the end of 
their "product replacement cycle." Respondents' estimates of consumption are 
not·directly comparable, as they are presented in terms of lines, which 
respondents contend is the industry standard. These data show 1-percent growth 
from 1985 to 1986 and from 1986 to 1987, no growth from 1987 to 1988, and 
project 2-percent growth from 1988 to 1989. ~/ 

U.S. consumption of systems, in terms of quantity, cannot be calculated 
from available questionnaire data because importers reported imports and 
shipments of subassemblies rather than systems. Systems using imported 
subassemblies are generally configured and shipped by an interconnect, and data 
were not requested from these purchasers. Also, quantity data on the 
consumption of systems could not be constructed from available data because 
quantities of subassemblies, as reported, do not correspond exactly to systems. 
However, a calculation of consumption in terms of value is presented in 
appendix D. 

Each new system has one unit of control or switching equipment. Although 
control and switching equipment is also sold to expand the capacity of an 
existing system or replace a worn or defective unit, the quantities of this 
subassembly that are shipped closely approximate the number of systems shipped. 

Apparent U.S. consumption of control and switching equipment declined 
steadily during the period of investigation, by 4.6 percent from 1985 to 1986, 
by 7.2 percent from 1986 to 1987, and by 13.3 percent from January-September 
1987 to January-September 1988. These data are presented in table 2. In terms 
of value, U.S. consumption of control and switching equipment declined more 
steeply but not steadily, with a decrease of 30.8 percent from 1985 to 1986, 
followed by a 15.6-percent increase from 1986 to 1987, and, again, a decrease of 
16.2 percent from January-September 1987 to the corresponding period of 1988. 

1/ "Postconference Statement of George E. Malone," p. 5. 
ZI Transcript of the conference, pp. 80-81. 
ll Ibid., p. 143, and "Postconference Brief of AT&T," p. 29. 
~/ "Post-Conference Economic Submission on Behalf of Japanese Respondents," 
table V-1. 
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Table 2 
.Control and switching equipment for small business telephone systems: U.S. 
shipments, imports, and apparent consumption, 1985-87, January-September 1987, 
and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

Quantity (1.000 units) 

U.S. shipments 1/ ............ *** *** *** *** *** 
Imports from--

Japan • •..•.•.••.•.••.••.••• 71 103 65 52 43 
Korea . .•••••••..•••••.••••. *** *** 105 70 *** 
Taiwan . .................... *** *** 24 17 *** 

Subtotal . ................ 128 208 193 139 118 
All other countries •••••••• *** *** *** *** *** 

Total imports . ........... *** *** *** *** *** 
Apparent consumption ••.•••••• 483 461 428 311 270 

Value ($1.000) 

U.S. shipments 1/ ............ *** *** *** *** *** 
Imports from--

Japan . ..................... 24,354 28,640 20, 526 16,252 13,208 
Korea . .......•..••...•.•••• *** *** 20,780 11, 140 *** 
Taiwan . .................... *** *** 6 971 5 014 *** 

Subtotal . ................ 48,274 54,475 48,277 32,406 32,842 
All other countries •••••••• *** *** *** *** *** 

Total imports .......•.... *** *** *** *** *** 
Apparent consumption ••••••••• 691,760 478,496 553,100 399,440 334,906 

1/ U.S. producers' company transfers and open-market sales. 

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

Both U.S. producers and importers had difficulties reporting data for 
circuit cards and modules because these products are usually incorporated into a 
a control.unit or telephone set. Reported data are believed to represent mostly 
products shipped separately from other subassemblies and, therefore, both 
understate, and may be unrepresentative of, actual shipments and imports. 
Apparent U.S. consumption of circuit cards and modules, calculated from 
available questionnaire data, is presented in the following tabulation: 

Apparent consumption 1985 

Quantity: 
In 1,000 units ••••• 3,981 
Percent change ••••• 11 

Value: 
In $1,000 ..•••••••• 398,601 
Percent change ••••• 11 

1/ Not applicable. 

1986 1987 

3,542 3,018 
(11.0) (14. 8) 

377,638 480,021 
(5.3) 27.1 

January-September--
1987 1988 

2,243 
11 

283,098 
11 

1,977 
(11.8) 

327,344 
15.6 
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Apparent U.S. consumption of telephone sets and consoles dedicated to small 
business telephone systems rose steadily in terms of volume but decreased 
overall in terms of value (table 3). From 1985 to 1986, consumption rose by 
1.1 percent by volume and decreased 6.9 percent in value. Again in 1987, 
apparent consumption grew (by 9.6 percent) based on quantity data and fell 
(11.5 percent) calculated on the basis of value. However, from January
September 1987 to January-September 1988, apparent consumption rose similarly, 
on the bases of both quantity and value data, by 4.6 percent and 3.4 percent, 
respectively. 

Table 3 
Telephone sets and consoles for small business telephone systems: U.S. 
shipments, imports, and apparent consumption, 1985-87, January-September 1987, 
and January-September 1988 

January-September--
1985 1986 1987 1987 1988 

Quantity Cl.000 units) 

U.S. shipments 1/ ............ *** *** *** *** *** 
Imports from--

Japan ...................... 879 741 1,029 484 427 
Korea . ..................... *** *** *** *** *** 
Tai wan . ..................... *** *** *** *** *** 

Subtotal . ................ 1,467 1,609 2,159 1,322 1,315 
All other countries •••••••• *** *** *** *** *** 

Total imports ............ *** *** *** *** *** 
Apparent consumption ••••••••• 3.572 3.612 3.958 2.648 2.769 

Value cs1 .ooo) 

U.S. shipments 1/ ............ *** *** *** *** *** 
Imports from--

Japan . ..................... 71,432 58,985 49,356 39,863 30,853 
Korea . •.••......•.•..••.••. *** *** *** *** *** 
Tai wan . .................... **** *** *** *** *** 

Subtotal . ................ 107,704 112, 124 121,808 90,295 76,997 
All other countries •••••••• *** *** *** *** *** 

Total imports .•.......... *** *** *** *** *** 
Apparent consumption ••••••••. 599,658 558,567 494,323 365,678 377 ,975 

11 U.S. producers' company transfers and open-market sales. 

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

Consideration of Alleged Injury to an 
Industry in the United States 

The information presented in this section of the report was obtained from 
responses to questionnaires of the U.S. International Trade Commission. 
Six producers, accounting for an estimated * * * percent of 1987 U.S. shipment 
of the subject products, provided usable data; however, no firm was able to 
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answer all parts of the questionnaire. 1/ Where the data presented exclude 
AT&T, reference is made. Production, shipments, and employment data were 
requested and are presented separately for systems and three subassemblies: 
control and switching equipment, circuit cards and modules, and telephone sets 
and consoles. In the data for subassemblies, producers were requested to report 
products whether shipped as part of a system, part of another subassembly, or 
separately. Therefore, double-counting would occur if the data presented in 
this section were added together. 

U.S. producers' capacity. production. and capacity utilization 

AT&T reported capacity on the basis of a * * *work week* * *• operating 
* * * weeks per year. AT&T's Group Vice President for GBS noted that the 
company was operating one shift, 5 days per week, and estimated that production 
could be expanded by 75 percent without any addition to physical plant. 2/ 
Comdial reported capacity on the basis of a * * * work week, operating * * * 
weeks per year, * * *· Comdial's chief executive officer reported current 
operations of "generally" one shift, 5 days a week, and estimated that 
production "easily" could be doubled with no expansion of physical plant. 'J../ 
* * * 

Systems.--Capacity to produce systems is determined by capacity to produce 
subassemblies of systems. Several firms * * * did not provide data on capacity 
to produce systems. Reported U.S. average-of-period capacity * * * during the 
period of investigation. "Production" of systems, as reported by U.S. 
producers, may be better termed "configuration and/or installation" of a system, 
and corresponds more nearly to shipments. Reported production data show a 
* * *-percent decrease from 1985 to 1986, a * * *-percent increase from 1986 to 
1987, and another decrease, of*** percent, from January-September 1987 to the 
corresponding period of 1988. The rate of capacity utilization * * * These 
data are presented in table 4. 

Table 4 
Small business telephone systems and subassemblies thereof: U.S. capacity, 
production, and capacity utilization, 1985-87, January-September 1987, and 
January-September 1988 

January-September--
Item . 1985 1986 1987 1987 1988 

* * * * * * * 

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

1/ EXECUTONE also provided a response to the producers' questionnaire. These 
data are presented separately in app. C. 
21 Transcript of the conference, p. 96. 
l/ Ibid., p. 92. 
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Control and switching equipment.--Also shown in table 4, reported U.S. 
average-of-period capacity to produce control and switching equipment for small 
business telephone systems declined steadily throughout the period of ~ 
investigation, by * * * percent from 1985 to 1986, by * * * percent from 1986 to~ 
1987, and by*** percent from January-September 1987 to January-September 
1988. Production fell by * * * percent from 1985 to 1986, then rose by 
***percent from 1986 to 1987, and fell again, by*** percent, from January
September 1987 to January-September 1988. Capacity utilization declined 
overall. 

Circuit cards and modules.--* * *· * * *were * * *unable to provide 
capacity data for circuit cards. Reported average-of-period capacity to produce 
circuit cards and modules for small business telephone systems rose by 
* * * percent from 1985 to 1986 but then decreased by * * * percent from 1986 to 
1987, and fell again, by*** percent, from January-September 1987 to the 
corresponding period of 1988 (table 4). Production fell by*** from 1985 to 
1986, then rose by* * *percent by 1987. Comparing the partial year periods, 
production decreased by * * * percent. Capacity utilization declined throughout 
the period of investigation. 

Telephone sets and consoles.--Reported U.S. average-of-period capacity to 
produce telephone sets and consoles for small business systems fell by 
* * * percent from 1985 and decreased by another * * * percent from 1986 to 
1987. Capacity was * * *percent higher during January-September 1988 than in 
the corresponding period of 1987. Production.of telephone sets and consoles 
dropped by * * * percent from 1985 to 1986, more steeply than did capacity, 
causing capacity utilization to decline. However, production rose by * * * 
percent from 1986 to 1987 and increased again, by * * * percent, in January
September 1988 compared with the corresponding period in 1987. Capacity 
utilization rose steadily after 1985. These data are also presented in table 4. 

U.S. producers' shipments 

This discussion is presented in terms of U.S. shipments. Company transfers 
of * * * are * * * and transfers of * * * constitute less than * * * percent of 
U.S. shipments. Also, export shipments are* * *· Therefore, trends in 
domestic shipments and total shipments are similar to those for U.S. shipments. 

Systerns.--As shown in table 5, reported U.S. shipments of systems decreased 
by * * * percent in volume from 1985 to 1986, and fell again, by * * * percent, 
in 1987. Such shipments rose by*** percent during the partial-year periods. 
The value of U.S. shipments also fell steadily from 1985 to 1987, but unit 
values fell by * * * percent from 1985 to 1986, and then increased by 
* * *percent from 1986 to 1987. The value of U.S. shipments rose by 
* * * percent from January-September 1987 to January-September 1988, but 
corresponding unit values rose by only * * * percent. 
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Table 5 
~mall business telephone systems: U.S. producers' company transfers, domestic 
'5hipments, U.S. shipments, export shipments, and total shipments, 1985-~7, 
January-September 1987, and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

* * * * * * * 

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

Control and switching eguipment.--U.S. shipments of control units and 
switching equipment for small business telephone systems declined steadily 
throughout the period of investigation, by * * * percent from 1985 to 1986, by 
***percent from 1986 to 1987, and by*** percent from the first three
quarters of 1987 to the corresponding part of 1988 (table 6). The value of such 
shipments fell more sharply than did the volume from 1985 to 1986, as the unit 
value decreased by*** percent. However, from 1986 to 1987, the value of 
shipments rose by * * * percent and the unit value increased by * * * percent. 
From January-September 1987 to January-September 1988, the value and unit value 
of shipments both declined again, by * * * percent, and * * * percent, 
respectively. 

Table 6 
Control and switching equipment for small business telephone systems: U.S. 
producers' company transfers, domestic shipments, U.S. shipments, export 
shipments, and total shipments, 1985-87, January-September 1987, and January
September 1988 

January-September--
·Item 1985 1986 1987 1987 1988 

* * * * * * * 

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

Circuit cards and modules.--Reported U.S. shipments of circuit cards and 
modules decreased steadily during the period of investigation, falling by 
***percent from 1985 to 1986 and by another*** percent by 1987 (table 7). 
From January-September 1987 to January-September 1988, such shipments declined 
by * * * percent. ~ * * Although the reported value of U.S. shipments of 
circuit cards and modules fell by * * * percent from 1985 to 1986, it increased 
by*** percent in 1987, and rose further, by*** percent, in January
September 1988 compared with the corresponding period of 1987. Unit values 
* * * 
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Table 7 
Circuit cards and modules for small business telephone systems: U.S. producers' 
company transfers, domestic shipments, U.S. shipments, export shipments, and 
total shipments, 1985-87, January-September 1987, and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

* * * * * * * 

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

Telephone sets and c9nsoles.--Reported U.S. shipments of telephone sets and 
consoles for small business telephone systems declined by * * * percent from 
1985 to 1986 and decreased further in 1987, by*** percent. Such shipments 
rose by * * * percent during January-September 1988 compared with the 
corresponding period of the previous year. Trends in the value of shipments 
paralleled trends in volume; however, values fell somewhat more steeply, and 
rose slightly less than did volumes. Unit values, therefore, declined steadily 
during the period of investigation. These data are presented in table 8. 

Table 8 
Telephone sets and consoles foI small business telephone systems: U.S. 
producers' company transfers, domestic shipments, U.S. shipments, export 
shipments, and total shipments, 1985-87, January-September 1987, and January
September 1988 

January-September--
Item 1985 1986 1987 1987 " 1988 

* * * * * * * 

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

U.S. producers' inventories 

End-of-period inventories of small business telephone systems and 
subassemblies fluctuated similarly during the period of investigation and, in 
all cases, declined overall. However, as a percent of total shipments during 
each period, ending inventories decreased from 1985 to 1986 and then rose from 
1986 to 1987. Except for telephones, the inventories-to-shipments ratio 
1ncreased from 1985 to 1987. Inventories of systems and control units on 
September 30, 1988, as a percent of January-September 1988 shipments, declined 
compared with corresponding data for 1987. Inventories of circuit cards and ~ 
telephones rose * * * in this same timeframe. End-of-period inventories and 
inventories-to-shipments ratios are shown in the following tabulation: 



Product 

* * * 
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Dec. 31--

* * * 

Sept. 30-- 11 
lifil 1988 

* 
1/ Inventories as of Sept. 30 as a percent of shipments during Jan.-Sept. 

Employment 

Four producers supplied data on employment; however, * * *· The number of 
workers and the hours worked in the production of small business telephone 
systems fell from 1986 to 1987 but nearly recovered in 1987. Both measures 
dropped again from January-September 1987 to January-September 1988, 
Prod~ctivity fell and unit labor costs rose, overall. Hourly compensation rose 
slightly. These data are presented in table 9. 

Table 9 
Small business telephone systems: Average number of production and related 
workers, hours worked, productivity, wages paid, hourly wages, total 
compensation paid, hourly total compensation, and unit labor costs, 1985-87, 
January-September 1987, and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

* * * * * * * 

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

Usable data reported in the production of subassemblies are shown in 
table 10. These data account for only * * * 

Table 10 
Subassemblies of small business telephone systems: Average number of production 
and related workers, hours worked, productivity, hourly wages, hourly 
compensation, and unit labor costs, 1985-87, January-September 1987, and 
January-September 1988 

Product Number Hourly Labor 
and of Hours Produc- Hourly comp en- costs 
period workers worked tivity wage sation per unit 

( 1. 000) (units/hr) 

* * * * * * * 

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

Four producers, accounting for an estimated * * * percent of 1987 U.S. 
shipments of control and switching equipment, furnished usable income-and-loss 
data on their telephone systems operations as well as on their establishments 
within which such systems are produced. 

Overall establisbment operations.--For the period 1985-87, certain 
telephone systems and subassemblies thereof were * * * percent of total 
establishment operations, presented in table 11, on the basis of net sales. 
Statements excerpted below from annual reports effectively apply to the subject 
product as well. 

Table 11 
Income-and-loss experience of U.S. producers 1/ on the overall operations of 
their establishments within which telephone systems are produced, accounting 
years 1985-87 and interim periods ended Sept. 30, 1987, and Sept. 30, 1988 

Item 1985 1986 

* * * * 

1987 

* * 

Interim period 
ended Sept. 30--
1987 1988 

* 

1/ * * *· 

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

Overall establishment net sales showed a steady and significant decrease 
from 1985 to 1987 and ~ram interim period 1987 to interim period 1988. Such 
sales decreased from * * * in 1985 to * * * in 1986, representing a decrease of 
* * *percent, then decreased further by*** percent, to*** in 1987. The 
net decrease in 1985-87 was * * * percent. Interim period 1988 net sales 
decreased by * * * percent, from * * * in the corresponding period in 1987 to 
* * * 

Gross profit margins, however, after a high of * * * percent in 1985, 
remained relatively constant at * * * percent and * * * percent for 1986 and 
1987, respectively, with a*** increase from*** percent in interim period 
1987 to * * * percent in interim period 1988. Sustainment of constant gross 
profit margins throughout the investigative period when net sales are declining 
is indicative of decreasing manufacturing costs. 

Operating income margins, on the other hand, decreased from * * * percent 
in 1985 to*** percent and*** percent in 1986 and 1987, respectively. 
Interim period marg_ins also show a decline from * * * percent in interim period 
1987 to * * * percent in the sanie period in 1988. Factors contributing to the 
decreased margins are as follows: 

••• The increased losses (1986 to 1987), despite a 12% growth in 
sales, can be attributed principally to (1) reduced margins and volume 
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on older products as a result of a competitive marketplace, (2) an 
additional inventory provision as the Company continues to phase out 
older products and bring new products to the marketplace, and (3) 
increased start-up costs associated. with the introduction of new 
pr~ducts. • • 1/ 

.•• Selling, general and administrative expenses increased in fiscal 
1987 as compared to fiscal 1986 as a percentage of sales and in terms 
of absolute dollars as a result of the higher level of sales activity 
and the implementation of new marketing programs. Selling expenses 
have increased in particular as additional sales support personnel are 
required for the higher level of activity •••• 21 

Selected overall establishment financial data for each of the four U.S. 
producers are presented in the following tabulation (in thousands of dollars, 
except as noted): 

Interim period 
ended September 30--

Item 1985 1986 1987 1987 1988 

* * * * * * * 

'* * * * * * * 

Telephone system and subassembly operations.--Income-and-loss data for 
telephone systems and subassemblies thereof are presented in table 12. Similar 
to the overall establishment experience, net sales of telephone systems showed a 
steady and * * * decrease during 1985-87 and from interim period 1987 to interim 
period i988. Such sales declined from a high of * * * in 1985 to * * * in 1986, 
representing a decrease of * * * percent, then decreased further, by * * * 
percent, to*** in 1987. The percentage decrease of such sales from 1985 to 
1987 was * * * percent. Interim period 1988 net sales show a decline of * * * 
percent, to* **billion from*** billion in the same period in 1987. 

Table 12 
Income~and-loss experience of U.S. producers 1/ on their operations producing 
telephone systems and subassemblies thereof, accounting years 1985-87 and 
interim periods ended Sept. 30, 1987, and Sept. 30, 1988 

Item 1985 1986 

* * * * 

1987 . 

* * 

Interim period 
ended Sept. 30--
1987 1988 

* 

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

11 Comdial 1987 Annual Report, p. 1. 
21 Eagle Telephonies 1987 Annual Report, p. 6. 
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* * * * * * * 
Gross profit margins, after * * * percent in 1985, were relatively consta~ 

in the * * * percent range for the remaining periods. Accordingly, cost of 
sales as a percent of net sales were stable in the * * * percent range after the 
low of * * * percent in 1985. Operating margins decreased from * * * percent in 
1985 to** *percent in 1986, ***percent in 1987, ***percent in interim 
1987, and*** percent in interim 1988. 

Selected telephone systems financial data for four U.S. producers are 
presented in the following tabulation (in thousands of dollars, except as 
noted): 

* * * * * * 

Interim period 
ended September 30--
1987 1988 

* 
The product under investigation accounted for * * * percent of GBS's sales 

during 1985-87. * * * 

Value of plant. property. and eguipment.--The data provided by * * * 
producers on their end-of-p~riod investment in productive facilities in which 
telephone systems are produced are shown in the following tabulation (in 
thousands of dollars): 

Inter:i_.m period 
as of September 30--
1987 1988 

* * * * * * * 
Annual rate of operating income return on assets.--The rates of return for 

* * * on establishment and telephone system assets are shown. in the following 
tabulation (in percent): 

Annual rate of return 

* * * * * * * 
* * * * * * * 

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

* * * * * * 

Interim period 
ended Sept. 30--
1987 1988 

* 
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Research and development e:xpenses.~-Research and development expenses 
relating to telephone systems for the U.S. producers are shown in the following 
tabulation (in thousands of dollars): 

* * * * * * 

Interim period 
ended June 30--
1987 1988 

* 
Capital and investment.--The Commission requested U.S. producers to 

describe any actual or potential negative effects of imports of telephone 
systems from Japan, Korea, and Taiwan on their firms' growth, development and 
production efforts, investment, and ability to raise capital. Excerpts from 
theiL responses are presented in appendix E. 

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)(i)) 
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 1/ 

(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), 

(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, 

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 
of supposition." 
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(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, 

(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, 

(IX) in any investigation under this title which involves imports of 
both a raw agricultural product (within the meaning of paragraph 
(4)(E)(iv)) and any product processed from such raw agricultural 
product, the likelihood that there will be increased imports, by 
reason of product shifting, if there is an affirmative determination 
by the Corrunission under section 705(b)(l) or 735(b)(l) with respect to 
either the raw agricultural product or the processed agricultural 
product (but not both) , and 

(X) the actual and potential negative effects on the existing 
development and production efforts of the domestic industry, including 
efforts to develop a derivative or more advanced version of the like 
product. 1/ 

Petitioners have not alleged the existence of subsidies (item (I) above). 
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 
entitled "Consideration of the causal relationship between imports of the 
subject merchandise and the alleged material injury." Information on the 
effects of imports of the subject merchandise on U.S. producers' existing 
development and production efforts (item (X)) is presented in the section 
entitled "Consideration of alleged material injury to an industry in the United 
States." Available information on U.S. inventories of the subject products 
(item (V)); foreign producers' operations, including the potential for "product 
shifting" (items (II), (VI), (VIII) and (IX) above); any other threat 
indicators, if applicable (item (VII) above); and any dumping in third-country 
markets, follows. 

U.S. importers' inventories 

Inventories held by importers are presented in table 13. These inventories 
are significantly larger, as a share of reported shipments, than those for U.S. 

1/ Section 771(7)(F)(iii) of the act (19 U.S.C. § 1677(7) (F)(iii)) further 
provides that, in antidurnping investigations, " ... the Corrunission shall 
consider whether dumping in the markets of foreign countries (as evidenced by 
dumping findings or antidurnping remedies in other GATT member markets against 
the same class or kind of merchandise manufactured or exported by the same party 
as under investigation) suggests a threat of material injury to the domestic 
industry." 
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producers. This disparity may be due in part to the differences in the channels 
of distribution used by domestic and foreign suppliers. U.S. producers supply 
end users more directly than do importers. 

Table 13 
Small business telephone systems and subassemblies thereof: End-of-period 
inventories of Japanese, Korean, and Taiwan products, 1985-87, January
September 1987, and January-September 1988 

Item 

Systems inventories from-
Japan: 

Quantity (1,000 units) .•••••••.•••• 
As a share of shipments (percent) •. 

Korea: 
Quantity (1,000 units) ••••••••.••.. 
As a share of shipments (percent) .. 

Taiwan: 
Quantity (1,000 units) ••.•••••.•••. 
As a share of shipments (percent) •. 

Subject inventories: 
Quantity (1,000 units) ..•••.••••.•• 
As a share of shipments (percent) •• 

Control/switching equipment 
inventories from-

Japan: 
Quantity (1,000 units) •.••.•••...•• 
As a share of shipments (percent) .. 

Korea: 
Quantity (1,000 units) •.•••••••.••• 
As a share of shipments (percent) •. 

Taiwan: 
Quantity (1,000 units) .•••••••.•••• 
As a share of shipments (percent) .• 

Subject inventories: 2/ 
Quantity (1,000 units) •••.••••.•••• 
As a share of shipments (percent) .. 

Circuit card/module inventories from-
Japan: 

Quantity (1,000 units) ••.••.•••.••• 
As a share of shipments (percent) .. 

Korea: 
Quantity (1,000 units) .•••••••.•••• 
As a share of shipments (percent) •• 

Taiwan: 
Quantity (1,000 units) ••.•.••••••.• 
As a share of shipments (percent) •. 

Subject inventories: 21 
Quantity (1,000 units) .•.•.••..•••. 
As a share of shipments (percent) .. 

See footnotes at end of table. 

1985 

*** 
*** 

*** 
*** 

*** 
*** 

6 
22.1 

*** 
*** 

*** 
*** 

*** 
*** 

37 
28.2 

*** 
*** 

*** 
*** 

*** 
*** 

455 
65.6 

1986 

*** 
*** 

*** 
*** 

*** 
***. 

4 
18.5 

*** 
*** 

*** 
*** 

*** 
*** 

58 
30.9 

*** 
*** 

*** 
*** 

*** 
*** 

463 
62.4 

1987 

*** 
*** 

*** 
*** 

*** 
*** 

9 
66.0 

*** 
*** 

*** 
*** 

*** 
*** 

67 
35.6 

*** 
*** 

*** 
*** 

*** 
*** 

498 
76.4 

Jan.-Sept.-- 1/ 
1987 1988 

*** 
*** 

*** 
*** 

*** 
*** 

7 
71.2 

*** 
*** 

*** 
*** 

*** 
*** 

63 
47.4 

*** 
*** 

*** 
*** 

*** 
*** 

488 
94.0 

*** 
*** 

*** 
*** 

*** 
*** 

6 
34.3 

*** 
*** 

*** 
*** 

*** 
*** 

40 
28.0 

*** 
*** 

*** 
*** 

*** 
*** 

323 
60.2 
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Table 13--Continued 
Small business telephone systems and subassemblies thereof: End-of-period 
inventories of Japanese, Korean, and Taiwan products, 1985-87, January
September 1987, and January-September 1988 

Telephone/consoles inventories from-
Japan: 

Quantity (1,000 units) •••.•••••••.• 
As a share of shipments (percent) •• 

Korea: 
Quantity (1,000 units) ••••••••••••• 
As a share of shipments (percent) •• 

Taiwan: 
Quantity (1,000 units) •••••••••.••• 
As a share of shipments (percent) •• 

Subject inventories: 2/ 
Quantity (1,000 units) •••••••••.•.• 
As a share of shipments (percent) •• 

1985 

*** 
*** 

*** 
*** 

*** 
*** 

732 
44.7 

11 Inventories as of September 30 as a percent 
September. 

Jan.-Sept.-- 11 
1986 1987 1987 1988 

*** *** *** *** 
*** *** *** *** 

*** *** *** *** 
*** *** *** *** 

*** *** *** *** 
*** *** *** *** 

609 709 731 516 
35.8 43.5 62.4 34.2 

of shipments during January-

21 Data for Japan, Korea, and Taiwan will not sum to data for subject 
inventories because * * * reported only aggregated subject inventories and 
shipments. These data are included in "subject inventories" but not in any 
individual country's data. 

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

Foreign producers 

Japan.--Nine Japanese producers provided usable data on their foreign 
operations producing the subject products; however, * * *· Only limited data 
were reported for systems; these show declining production and steadily 
declining exports to the United States. Rates of capacity utilization for * * * 
all subassemblies fell overall (table 14). Japanese home-market shipments 
accounted for slightly less than two-thirds of total shipments during the period 
of investigation; however, home-market shipments of systems and all 
subassemblies fell during the period of investigation. Exports of subassemblies 
to the United States rose from 1985 to 1986 and have since fallen steadily. 
Exports to all other markets have increased sharply. 
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Table 14 
Subassemblies of small business telephone systems: Japanese 1/ capacity, 
production, capacity utilization, home-market shipments, exports to the United 
States, exports to all other countries, and end-of-period inventories as a share 
of total shipments, 1985-88, January-September 1987, and January-September 1988 

Item 1985 

Control/switching equipment: 
Capacity (1,000 units),,,, 729 
Production (1,000 units),, 567 
Capacity utilization 

(percent) 2/ .......... 89.3 
Home-market shipments 

(1,000 units),,,,,,,,, 424 
Exports to the United 

States (1,000 units).. 117 
Exports to all other coun-

tries (1,000 units),,, 48 
Inventories as a share of 

shipments (percent)... 6.4 
Circuit cards and modules: 

Capacity (1,000 units).,,, 3,838 
Production (1,000 units),, 2,485 
Capacity utilization 

(percent) 2/.,,,,,,,,, 71.8 
Home-market shipments 

(1,000 units),,,,,,,,, 1,476 
Exports to the United 

States (1,000 units),, 682 
Exports to all other coun-

tries (1,000 units),,, 397 
Inventories as a share of 

shipments (percent),,, 21.4 
Telephone sets and consoles: 

Capacity (1,000 units),,,, 5,250 
Production (1,000 units),, 4,253 
Capacity utilization 

(percent) 21 ..••..•••• 86.8 
Home-market shipments 

(1,000 units),,,,,,,,, 2,544 
Exports to the United 

States (1,000 units),, 1,307 
Exports to all other coun-

tries (1,000 units)... 496 
Inventories as a share of 

shipments (percent)... 8.1 

1986 

753 
593 

90.7 

385 

122 

61 

10.7 

5, 115 
3,180 

63,6 

1,729 

868 

565 

19.5 

5,465 
4,236 

85.3 

1,797 

1,366 

509 

12.6 

1987 

7.41 
516 

80.9 

383 

84 

61 

9.6 

4,987 
2,886 

60.0 

l,733 

557 

589 

22.6 

5 ,477 
4,003 

81.6 

2,352 

1,013 

600 

13.1 

1988 

740 
501 

74.3 

360 

77 

75 

8.4 

3. 715 
2,365 

67.5 

1,489 

391 

674 

22.1 

5,222 
3,833 

77 .2 

2,288 

896 

721 

12.2 

Jan.-Sept.--
1987 1988 

558 
398 

81.3 

304 

66 

45 

13.6 

3,346 
2,157 

67.9 

1,388 

460 

422 

23.7 

4,108 
3,094 

82.7 

1,861 

818 

429 

15.3 

554 
378 

75.5 

291 

55 

54 

7.4 

2,868 
1,753 

62.5 

1,157 

306 

427 

24.9 

3,809 
2,840 

79.0 

1,840 

659 

495 

12.5 

1/ Includes * * * Not all companies provided complete data. 
21 Based on companies reporting both capacity and production data. 

Source: Compiled from data submitted by counsel for the Japanese respondents. 

Korea,--Three Korean producers provided data regarding their production and 
shipments of subassemblies for small business telephone systems (table 15). 
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Table 15 
Subassemblies of small business telephone systems: Korean 1/ capacity, 
production, capacity utilization, home-market shipments, exports to the Unite~ 
States, exports to all other countries, and end-of-period inventories as a share 
of total shipments, 1985-88, January-September 1987, and January-September 1988 

Item 1985 

Control/switching equipment: 
Capacity (1,000 units),,,,,, 63 
Production (1,000 units) .••• *** 
Capacity utilization 

(percent),,,,,,,,,,,,,,. *** 
Home-market shipments 

(1,000 units) ..•••••••.• *** 
Exports to the United 

States (1,000 units) •••• *** 
Exports to all other coun-

tries (1,000 units) •••.. *** 
Inventories as a share of 

shipments (percent) Z/ •• *** 
Circuit cards and modules: 

Capacity (1,000 units) ..•••. 192 
Production (1,000 units).... 95 
Capacity utilization 

(percent) •.••...••••••.• 49.6 
Home-market shipments 

(1,000 units) ..•.•.••••• *** 
Exports to the United 

States (1,000 units).... 81 
Exports to all other coun-

tries (1,000 units) ••••• *** 
Inventories as a share of 

shipments (percent) Z/ .• *** 
Telephone sets and consoles: 

Capacity (1,000 units) .••••• *** 
Production (1,000 units) •.•• *** 
Capacity utilization 

(percent) •••....••.••••. *** 
Home-market shipments 

(1,000 units) .•••..•.••. *** 
Exports to the United 

States (1,000 units) •••. *** 
Exports to all other coun-

tries (1,000 units) ••••• *** 
Inventories as a share of 

shipments (percent) Z/ •• *** 

1/ Includes * * * 

1986 

79 
59 

74.9 

*** 

51 

*** 

*** 

195 
*** 

*** 

*** 

96 

*** 

*** 

677 
448 

66.2 

*** 

386 

*** 

*** 

1987 

*** 
*** 

*** 

*** 

*** 

*** 

*** 

599 
611 

102.0 

*** 

*** 

*** 

*** 

1,809 
1,525 

84.3 

*** 

1,267 

*** 

*** 

.1988 

128 
125 

97.0 

*** 

71 

*** 

*** 

441 
407 

92.3 

*** 

366 

*** 

*** 

1,491 
1,211 

81.2 

*** 

856 

*** 

*** 

Jan.-Sept.--
1987 1988 

116 
85 

73.7 

*** 

*** 

*** 

*** 

445 
361 

81.2 

*** 

318 

*** 

*** 

1,335 
1,022 

76.6 

*** 

826 

*** 

*** 

94 
88 

93.5 

*** 

49 

*** 

*** 

334 
291 

87.0 

*** 

271 

*** 

*** 

1, 112 
894 

80.4 

*** 

647 

190 

*** 

ZI Based on companies reporting both inventories and shipments. * * * 

Source: Compiled from data submitted by counsel for the Korean respondents. 
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* * * * * * * 
~harp increases in capacity, production, and exports to the United States of all 
'-'ubassemblies from 1985 to 1987 are * * *; however, all these trends are down in 
l988. Capacity was reported on the basis of an average * * * day, working * * * 
days per week; capacity utilization was generally high except when* * *· 

Taiwan.--Only Sun Moon Star reported data on Taiwan production and 
shipments of the subject products; however, this firm is believed to account for 
a large majority of the Taiwan industry. Sun Moon St~r reported * * * * * * 
These data are presented in table 16. 

Table 16 
* * *: Sun Moon Star's capacity, production, capacity utilization, home market
shipments, exports to the United States, exports to all other countries, and 
end-of-period inventories as a share of total shipments, 1985-88, January
September 1987, and January-September 1988 

Item 1985 1986 

* * * * 

1987 

* * 

1988 

* 

Jan.-Sept.--
1987 1988 

Source: Compiled from data submitted by counsel for the Taiwan respondents. 

Consideration of the Causal Relationship Between Imports of the Subject 
Merchandise and the Alleged Material Injury 

U.S. imports 

Questionnaires were sent to 100 firms identified as the largest importers 
of products entered under TSUS items that include small business telephone 
systems and subassemblies thereof. Data received in response to these 
questionnaires are estimated to account for over 80 percent of the subject 
imports; however, the data for control units and switching equipment and 
telephone sets and consoles are believed to be significantly more accurate than 
those for systems and circuit cards and modules, as explained below. Although 
U.S. Department of Commerce official import statistics include nonsubject 
products, petitioners and respondents both cite these data as indicative of the 
imports under investigation. 1/ Both questionnaire data and selected official 
import statistics are presented below, by product. 

Systems.--Importers generally reported that they did not import "systems" 
but, rather, imported subassemblies of systems. Although some imports of 
systems were reported, these data significantly understate the quantity and 
value of imported small business telephone systems in the United States. The 
reported data show a steady decline in the aggregated volume of such imports 
from Japan, Korea, and Taiwan (table 17). Reported subject imports decreased 
16.1 percent from 1985 to 1987, and declined by another 3.3 percent from 1986 to 
1987. Imports duririg January-September 1988 were 11.3 percent lower than during 

11 Petition, p. 17, and transcript of the conference, p. 154. 
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the same period of 1987. Imports from Japan declined similarly and*** 
* * * 

Table 17 
Small business telephone systems: U.S. imports from Japan, Korea, Taiwan, and 
all other countries, 1985-87, January-September 1987, and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

Quantity (1.000 units) 

37 31 23 Japan. . . . . . . . . . . . . . . . . . . . . . . . 45 16 
*** *** *** Korea. . . . . . . . . . . . . . . . . . . . . . . . *** *** 
*** *** *** Taiwan....................... -*-*-*~~~~~~~~~~~~~~~~~~~*-*-* 

38 37 27 Subtotal................... 45 23 
*** *** *** All other countries.......... -*-*-*~~~~~~~~~~~~~~~~~~~*-*-* 
*** *** *** Total ...................... ~~*-*-*~~~~~~~~~~~~~~~~~~~*-*-*~-

Japan. . . . . . . . . . . . . . . . . . . . . . . . 49 , 031 
Korea. . . • . . . . . . . • • . • . • . • • • • • • *** 

48,809 
*** 

Value ($1.000) 

46,154 36,275 23,390 
*** *** *** 

*** *** *** Taiwan ....................... ~~*-*-*~~~~~~~~~~~~~~~~~~~*-*-* 
Subtotal. • . . . . . . • . . • . . . • . • . 49, 16 7 49,486 56,180 43,021 23,965 

*** *** *** All other countries ..••..•••• ~~*-*-*~~~~~~~~~~~~~~~~~~~*-*-* 
*** *** *** Total ...................... ~~*-*-*~~~~~~~~~~~~~~~~~~~*-*-*~-

Unit value (per unit) 1/ 

Japan . ....................... $1,099 $1,316 $1,503 $1,612 $1,426 
Korea . ...•...•....•.......•.• *** *** *** *** *** 
Taiwan Z/ .•.•....•• · · • • · · · • • • *** *** *** *** *** 

Average . ................... $1,090 $1,307 $1,535 $1,623 $1,020 
All other countries ......•.•• *** *** *** *** *** 

Average .................... *** *** *** *** *** 

11 Calculated from unrounded data, based on companies reporting both quantities 
and values. 
21 

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

The reported value of the subject imported systems rose by 0.6 percent from 
1985 to 1986 and increased again, by 13.5 percent, in 1987; values then fell 
44.3 percent in the partial-year periods. The value of imports from Japan 
declined throughout the period, whereas imports from * * * Unit values for all 
subject imports also peaked in 1987, but declined in 1988; however, the unit 
value of imports from Japan during January-September 1988 remained well above 
the 1985 unit value. 
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Control and switching eguipment.--The volume of reported U.S. imports from 
Japan, Korea, and Taiwan of control and switching equipment for small business 
telephone systems increased by 62.1 percent from 1985 to 1986, and then fell by 
7.2 percent by 1987 (table 18). Aggregated subject imports decreased again, by 
15.4 percent, in the first three-quarters of 1988 compared with the same period 
of 1987. Imports from Japan increased from 1985-86 and declined thereafter and 
products from both Korea and Taiwan rose during 1985-87 and then declined. 

Table 18 
Control and switching equipment for small business telephone systems: U.S. 
imports from Japan, Korea, Taiwan, and all other countries, 1985-87, January
September 1987, and January-September 1988 

Japan . .......... ; ........... . 
Korea . ...................... . 
Taiwan . ..................... . 

Subtotal . ................. . 
All other countries •••••••••• 

Total . .................... . 

1985 

71 
*** 
*** 
128 
*** 
*** 

January-September--
1986 1987 1987 1988 

Quantity (1.000 units) 

103 
*** 
*** 
208 
*** 
*** 

65 
*** 
*** 
193 
*** 
*** 

Value ($1.000) 

52 
*** 
*** 
139 
*** 
*** 

43 
*** 
*** 
118 
*** 
*** 

Japan •••••••••••••••.•••••••. 24,354 28,640 20,526 16,252 13,208 
Korea........................ *** *** *** *** *** 
Taiwan ••••••••••••••••••••••• ~~*-*-*~~~~*-*-*~~~~*-*-*~~~~*-*-*~~~~*-*-* 

Subtotal ••..••••••••••••••• 48,274 54,475 48,277 32,406 32,842 
All other countries •.•••••••. ~~*-*-*~~~~*-*-*~~~·~*-*-*~~~~*-*-*~~~~*-*~* 

Total .......•.............. ~~*-*-*~~~~*-*-*~~~~*-*-*~~~~*-*-*~~~~*-*-*~~ 

Japan ............ ~ .......... . 
Korea . .•..•...........•...... 
Taiwan . ..................... . 

Average . .................. . 
All other countries ••••••.••. 

Average . .................. . 

$343 
*** 
*** 
376 
*** 
*** 

Unit value (per unit) 1/ 

$279 
*** 
*** 
262 
*** 
*** 

$316 
*** 
*** 
250 
*** 
*** 

$315 
*** 
*** 
233 
*** 
*** 

11 Based on companies reporting both quantities and values. 

$310 
*** 
*** 
279 
*** 
*** 

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

The value of U.S. imports of control and switching equipment rose 
marginally during the period although there was a 12.8-percent increase from 
1985 to 1986. Imports from Japan declined in value, Korean products rose 
overall, and imports from Taiwan * * * from 1985 to 1987 and then declined. 
Aggregated unit values fell sharply overall, although there was an increase in 
January-September 1988. 
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U.S. imports of telephone control and switching equipment; based on 
official statistics, are presented in the following tabulation (in millions of 
dollars): 11 

Source 1985 

Japan. . . . . . . . . . . . . . . 223 
Korea. . . . . . . . . . . . . . . 21 
Taiwan .............. _ll 

Subtotal •••••••••• 258 
Other. . . . . . . . . . . . . . . 308 

Total ............. 566 

1986 

179 
28 

_ll 
219 
218 
438 

1987 

136 
44 

--1.2 
196 
ill 
453 

January-Segtember--
1987 1988 

118 74 
27 39 

_12 _12 
156 126 
182 228 
338 353 

Circuit cards and modules.--Questionnaire respondents often were unable to 
provide complete data on imports of circuit cards and modules because a majority 
of these products are shipped as part of control and switching units or 
telephone sets and consoles. Reported data, presented in table 19, are believed 
to reflect mostly products shipped separately. Thus, these data both 
understate, and may be unrepresentative of, actual subject products. 

U.S. imports of power supplies, based on official statistics, are presented 
in the following tabulation (in millions of dollars): 2/ 

Janyar~-~egtgmber--
Source 1985 1986 1987 1987 1988 

Japan . .............. 125 166 182 121 175 
Korea • •..••..••.•..• 0 13 16 11 15 
Tai wan . ............. 145 99 126 85 131 

Subtotal •••••••••• 270 278 324 218 321 
Other . .............. 308 368 482 343 470 

Tcital . ............ 579 645 807 560 791 

These data do not include circuit cards other than power supplies, most of 
which are shipped as part of a unit of control or switching equipment. 

11 Comparable data on quantities·are not available. 
21 Data for 1985-86 include power supplies larger than those subject to 
investigation. These products were reclassified in a separate tariff item in 
1987. 
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Table 19 . . . 
Circuit cards and modules for small business telephone systems:· U.S. imports 
from Japan, Korea, Taiwan, and all other countries, 1985-87, January-September 
1987, and January-September 1988 

Item 

~a pan . ...................... . 
Korea . .•.•. ." .....•...•...•••• 
Taiwan . .............. ~ ...... . 

Subtotal . ............... · .. . 
All other countries ••.••••••• 

TQtal . ... · ................. . 

Japan ................. · ... ~ .. . 
Korea • •..••••.•..•..•.•.••••.• 
Taiwan . ..................... . 

Subtotal . .................. . 
· All other countries. : •.•••••• 

Total . .................... . 

Japan ............. ~ .......... 
Korea . .••.....••..••......••. 
Tai wan . ...................... 

A.verage . ............ .-....... 
All other countries •••••••••• 

Average . ................... 

1985 

538 
*** 
*** 
546 
*** 
***' 

50,063 
*** 
*** 

54,123 
*** 
*** 

$93 
*** 
*** 
92 

*** 
*** 

1986 1987 

Quantity (1.000 

559 443 
*** *** 
*** *** 
741 684 
*** *** 
*** *** 

January-September--
1987 1988 

units) 

363 
*** 
*** 
548 
*** 
*** 

228 
*** 
*** 
365 
*** 
*** 

Value ($1.000) 

45,488 38,893 
*** *** 
***' *** 

55,190 56,338 
*** *** 
*** *** 

Unit value (per 

$81 $~8 
***· *** 
*** ***' 
.71 74 

*** *** 
*** ·*** 

32,700 
*** 
*** 

44,738 
*** 
*** 

unit) 1/ 

$90 
*** 
*** 

74 
*** 
*** 

24,823 
*** 
*** 

39,727 
*** 
*** 

$109 
*** 
*** 

89 
*** 
*** 

1/ Calculated from the unrounded data, based on companies providing both 
quantity and values. 

Source: Compiled from data submitted in r.esponse. to questionnaires of the U.S. 
International Trade Conunission 

Telephone sets and consoles.--Aggregated U.S. imports from Japan, Korea, 
and Taiwan of telephone sets and consoles dedicated for use in small business 
telephone systems increased in volume by 9.7 percent from 1985 to 1986 and rose 
again~ by 34.2 percent, in 1987 (table 20). However, the volume of such imports 
declined marginally from January-September 1987 to the corresponding period of 
1988. Imports from Japan also increased from 1985 to 1987 and then fell. 
Products from Korea increased steadily, and imports from Taiwan peaked in 1986 
and dropped thereafter. The value of the subject products rose by 4.1 percent 
from 1985 to 1986 and increased further, by 8.6 percent, from 1986 to 1987. The 
value then decreased by 14.7 percent during January-September 1988 compared with 
January-September 1987. The value of imports from Japan and Taiwan fell overall 
whereas imports from Korea * * * in value from 1985 to 1987 and then declined 
* * * Unit values fell in every period of comparison, by 5.1 percent, 
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Table 20 
Telephone sets and consoles for small business telephone systems: U.S. imports

1 from Japan, Korea, Taiwan, and all other countries, 1985-87, January-September 
1987, and January-September 1988 

January-September--
Item 1985 1986 1987 1987 1988 

Quantity (1.000 units) 

Japan . ...................•... 879 741 1,029 484 427 
Korea . ...................•... *** *** *** *** *** 
Tai wan . ...............•...... *** *** *** *** *** 

Subtotal . .................. 1,467 1,609 2,159 1,322 1,315 
All other countries •••••••••• *** *** *** *** *** 

Total . ..................... *** *** *** *** *** 

Value ($1.000) 

Japan . ....................... 71,432 58,985 49,356 39,863 30,853 
Korea • .•..••••. • ...••..•.•••.. *** *** *** *** *** 
Tai wan . ...................... *** *** *** *** *** 

Subtotal . .................. 107,704 112, 124 121,808 90,295 76,997 
All other countries ••••.••••• *** *** *** *** *** 

Total . ..................... *** *** *** *** *** 

Unit value (per unit) 

Japan . ....................... $81 $80 $48 $82 $72 
Korea • •••••••.•••••...••••••• *** *** *** *** *** 
Tai wan . ...................... *** *** *** *** *** 

Average .................... 73 70 56 68 59 
All other countries •••••••••• *** *** *** *** *** 

Average . ................... *** *** *** *** *** 

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

19.0 percent, and 14.3 percent, respectively. Unit values of imports from Japan 
and Korea declined overall and unit values of imports from Taiwan rose. 

U.S. imports of telephone sets and consoles and other terminal equipment, 
based on official statistics, are presented in the following tabulation (in 
millions of dollars): · 

January-September--
Source 1985 1986 1987 1987 1988 

Japan ............... 448 535 488 370 278 
Korea . •.....••...... 80 116 163 116 107 
Taiwan . ............. 143 274 224 171 134 

Subtotal •••••••••• 671 925 875 657 518 
Other . .............. 246 343 _ill 299 ·370 

Total . ............ 917 1,268 1,288 956 888 
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These data include single-line telephones and other terminal equipment and 
parts that are not subject to investigation. 

Market penetration by the subject imports 

Market penetration as presented in this section is calculated using 
questionnaire data. Reliable data on consumption and imports of systems are not 
available in terms of quantity; however, a calculation of market penetration for 
systems in terms of value is presented in appendix D. With regard to value, the 
data presented may understate import penetration because the reported values are 
at different levels of trade--the value of U.S. shipment represents primarily 
sales to the end user while the value of imports is largely transfer values from 
related manufacturers. 

Control and switching eguipment.--In terms of volume, the reported subject 
imports of control and switching equipment almost doubled their market share 
during the period of investigation (table 21). Korea and Taiwan*** their 
market shares while Japan's rose only slightly. U.S. producers' market fell 
steadily from 1985 to 1987 and only rose marginally from January-September 1987 
to January-September 1988. In terms of value, the import market share is much 
smaller but the trends for the aggregated imports are similar, peaking in 1987 
and rising overall (but less steeply than in terms of quantity). Again, also, 
each country increased its market share overall. The domestic producers' market 
share varied inversely to the subject import share. 
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Table 21 
Control and switching equipment for small business telephone systems: Shares of ,I 
U.S. consumption supplied by Japan, Korea, Taiwan, all other countries, and U.S. 
producers, 1985-87, January-September 1987, and January-September 1988 

January-Segtember--
Item 1985 1986 1987 1987 1988 

Quantity 
Apparent consumption 

(1,000 units) ••••••••.••• 483 461 428 311 270 
Share of apparent consumption 

supplied by--
Japan (percent) .••.•••.•••• 14.7 22.3 15.2 16.6 15.8 
Korea (percent) •••••••••••• *** *** *** *** *** 
Taiwan. (percent) •••.••..••• *** *** *** *** *** 

Subtotal (percent) ••••••• 26.6 45.1 45.1 44.6 43.6 
All other countries 

(percent) .............. *** *** *** *** *** 
Total imports (percent) •• *** *** *** *** *** 

U.S. shipments (percent) •.• *** *** *** *** *** 
Total (percent) •••••••••• 100.0 100.0 100.0 100.0 100.0 

Value lL 

Apparent consumption 
($1,000) ................. 691,760 478,496 553,100 399,440 334,906 

Share of apparent consumption 
supplied by--

Japan (percent) ••.••••••••• 3.5 6.0 3.7 4.1 3.9 
Korea (percent) •••••••••••• *** *** *** *** *** 
Taiwan (percent) ••••••••••• *** *** . *** *** *** 

Subtotal (percent) ••...•. 7.0 11.4 8.7 8.1 9.8 
All other countries 

(percent) .............. *** *** *** *** *** 
Total imports (percent) •• *** *** *** *** *** 

U.S. shipments (percent) •.• *** *** *** *** *** 
Total (percent) ..•••..••• 100.0 100.0 100.0 100.0 100.0 

1/ The data presented may understate import penetration because the reported 
values are at different levels of trade--the value of U.S. shipment represents 
primarily sales to the end user while the value of imports is largely transfer 
values from related manufacturers. 

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

Circuit cards and modules.--Data on circuit cards and modules exclude a 
large portion of products that are integrated into control and switching 
equipment or telephones by the manufacturer. Therefore, market penetration as 
presented in table i2 is most app1icable for products shipped separately from 
other subassemblies. The data show an increase in the import market share and a 
corresponding decline in the U.S. market share, in terms of volume; however, the 
reverse is true for value data. Japan lost market share; Korea's increased 
* * *, and Taiwan's also declined overall. 



A-37 

lable 22 
Circuit cards and modules for small business telephone systems: Shares of U.S. 
consumption supplied by Japan, Korea, Taiwan, all other countries, and U.S. 
producers, 1985-87, January-September 1987, and January-September 1988 

_Januar~~september--

Item 1985 1986 1987 1987 1988 

Qyantit~ 
Apparent consumption 

(1, 000 units) •••••••••••••• 3,981 3,542 3,018 2,243 1,977 
Share of apparent consumption 

supplied by.--
Japan (percent) ............... 13. 5 . 15.8 14.7 16.2 11.5 
Korea (percent) •••••••••••••• *** ***. *** *** *** 
Taiwan (percent).i··········· *** *** *** *** *** 

Subtotal (percent) ••••••••• 13.7 20.9 22.7 24.5 18.4 
All other imports (perc~nt) •• *** *** **·* *** *** 

Total imports (percent)~ ••• *** *** *** *** *** 
U.S. shipments (percent} ••••• ***• *** *** *** *** 

Total (percent) .••••••••••• 100.0 ·100.0. 100.0 100.0 100.0 

Value 11 

Apparent consumption ($1,000) •• 398 ,60_1. 377 .. 59? 480~021 283,098 327,344 
Share of apparent consumption 

supplied by--
Japan (percent) ••.• ~ •••• ~ •••• 12.6 1.2.0 8..1 11.6 7.6 
Korea (percent) •••• · .••••••••• *** ***. *** *** *** 
Taiwan (percent) ••••••.•••••• *** *** *** '*** *** 

Subtotal (percent) ••••••••. 13.6 .14.6 1i.7 15.8 12.1 
All other imports (percent) •• *** *** *** *** *** 

Total imports (percent) •.•• *** *** . *** *** *** 
U.S. shipments (percent) ••••. *** *** *** *** *** 

Total (percent)- •••••..•••••• 100 . .0 100.0 100.0 100~0 100.0 

1/ The data presented may understate import penetration because the reported 
values are at different levels of trade--the value of U.S. shipment represents 
primarily sales to the end user while the value of. imports is largely transfer 
values from related manufacturers. 

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

Telephone sets and consoles.--During the period of investigation, telephone 
sets and consoles for small business telephone systems imported from Japan, 
Korea, and Taiwan supplied approximately one-half of the U.S. market, by volume, 
and less than one-quarter, by value (table 23). In either case, the subject 
market share rose overall, peaking in 1987. Japan and Taiwan lost market share 
but Korea's· share * * *· U.S. producers lost market share steadily from 1985 to 
1987 but recovered a portion in the first three-quarters of 1988. 
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Table 23 
Telephone sets and consoles for small business telephone systems: Shares of • 
U.S. consumption supplied by Japan, Korea, Taiwan, all other countries, and U.3 
producers, 1985-87, January-September 1987, and January-September 1988 

Janu§ry-Se~tember--
Item 1985 1986 1987 1987 1988 

Quantity 

Apparent consumption 
( 1 , 000 uni ts) •••••••••••••• 3,572 3,612 3,958 2,648 2,769 

Share of apparent consumption 
supplied by--

Ja}:-an (percent) .............. 24.6 20.5 26.0 18.3 15 .4 
Korea (percent) ••••••• ~ •••••• *** *** *** *** *** 
Taiwan (percent) ••••••• ~ ••••• *** *** *** *** *** 

Subtotal (percent) ••••••••• 41.1 44.5 54.5 49.9 47.5 
All other countries 

(percent) ................ *** *** *** *** *** 
Total imports (percent) •••• *** *** *** *** *** 

U.S. shipments (percent) ••••• *** *** *** *** *** 
Total (percent) •••••••••••• 100.0 100.0 100.0 100.0 100.0 

Value lL 
Apparent consumption ($1,000) •• 599,658 558,567 494,323 365,678 377 ,975 
Share of apparent consumption 

supplied by--
Japan (percent) •••••••••••••• 11.9 10.6 10.0 10.9 8.2 
Korea (percent) .............. *** *** *** *** *** 
Taiwan (percent) ............. *** *** *** *** *** 

Subtotal (percent) ••••••••• 18.0 20.1 24.6 24.7 20.4 
All other imports (percent) •• *** *** *** *** *** 

Total imports (percent) •••• *** *** *** *** *** 
U.S. shipments (percent) •.••• *** *** *** *** *** 

Total (percent) •••••••••••• 100.0 100.0 100.0 100.0 100.0 

11 The data presented may understate import penetration because the reported 
values are at different levels of trade--the value of U.S. shipment represents 
primarily sales to the end user while the value of imports is largely transfer 
values from related manufacturers. 

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

AT&T sells an estimated * * * percent of its telephone systems directly to 
end users through its own sales force, including AT&T phone center outlets. : 
AT&T's systems are sold as complete packages, including installation, wiring, 
service, and support. The remaining * * * percent of its systems are sold to 
authorized dealers for AT&T, which* * *· 11 The remaining U.S. producers 
responding to Commission questionnaires, * * *, distribute the majority of their 
products through retail dealers, interconnects, and wholesalers. l/ 

AT&T sells * * * to its authorized dealers. Most of the AT&T dealers 
contacted reported that they generally purchase subassemblies from AT&T on the 
basis of * * * and sell complete systems made from subassemblies held in 
inventory. Like AT&T's direct sales force, these retail dealers sell their 
customers a complete package, providing installation, service, and support 
(e.g., training and programming) in addition to equipment.~/ One dealer 
indicated that he carries inventories of AT&T products for repair purposes, and 
orders subassemblies for complete systems directly from AT&T only after 
receiving a customer's order. This dealer also installs the systems. 2/ All of 
the retail dealers also sell subassemblies for expansion and replacement 
purposes. 

Importers generally sell telephone subassemblies to retail dealers and 
wholesalers. Importers infrequently sell complete systems directly to end 
users, with this channel of distribution often accounting for less than 5 
percent of total sales. One importer said that it lacked the national sales and 
service force required to support a large sales volume to end users. Q/ 
Instead, importers generally rely on retail dealers to market, sell, install, 
and service their small business telephone systems to end users. * * * reported 
that it, as an importer, only competes directly with AT&T on sales of systems to 
large national end-user accounts, and that this represents * * * percent of its 
total sales. Many other importers echoed this statement. 

1/ This report has been prepared without reliance on submissions of the 
petitioner pertaining to market research performed for petitioner by McKinsey & 
Co., Inc. A thorough analysis of the study was not possible given the 
information and time available. 
11 Postconference brief of AT&T, p. 2. 
l/ Retail dealers are often referred to as interconnects. Though the two 
function at largely the same level of distribution, they market their products 
in different ways, with retail dealers selling from a showroom and 
interconnects through sales representatives. Wholesalers and supply houses 
function as distributors for subassemblies produced in the United States or 
imported from Japan, Korea, or Taiwan. The terms retail dealer and 
interconnect are used interchangeably in this section, as are the terms 
wholesaler and supply house. * * * 
~/ Conversations with representatives of * * *, all authorized AT&T dealers, 

. Jan. 23, 1989. 
21 Conversation with* * *, Jan. 25, 1989. 
§/ Conversation with * * * Recently, several of the importers involved in 
these investigations have begun national distributorships in order to increase 
their presence in the end-user market. As of this time, this represents only a 
fraction of total sales for any of these companies. 
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Thus, direct competition between AT&T systems and imported systems occurs 
largely between AT&T and independent retail outlets through sales of complete 
packages to end users. Most direct competition between imported and domestic 
products at the same level of sale appears to be largely confined to sales of 
telephone subassemblies to retail dealers and wholesalers by importers, by 
domestic producers other than AT&T, and by AT&T on a relatively small portion of 
its total sales to its authorized dealers. 

The discounting policies of producers and importers of small business 
telephone systems and subassemblies vary. "Discounts vary depending on the 
channel of distribution, with retail dealers and wholesalers receiving the 
largest discounts. Within these two categories of purchasers, discounts 
increase as volume or value purchase commitments become larger. Most producers 
and importers reported * * * percent off list as their deepest discount, while 
some importers reported discounts of up to * * * percent off list for sales to 
wholesalers. AT&T reported that * * * 

* * * * * * * 
Installation and wire costs as a percent of the total installed price of AT&T 
telephone systems ranged from* * *• depending on the size and type of system. 
Several retail dealers of domestic and imported systems agreed that equipment 
costs can be, and usually are, separated from installation and service costs for 
their customers. 

Small business telephone systems and subassemblies, whether produced in the 
United States or imported from Japan, Korea, or Taiwan, are not interchangeable 
among different companies' products and are only interchangeable within specific 
models of one company, and then only to a limited degree. For example, 
telephone sets from* * *models technically can be used on* * *• although 
subassemblies dedicated to a particular model are * * *. 1/ 

Producers and importers generally agree that no significant developments 
have occurred in the product range available during the investigation period, 
although several individual companies have expanded the range of their products. 
Most U.S., Japanese, Korean, and Taiwan manufacturers have added feature 
capabilities to their telephone systems across all size ranges. 

Questionnaire responses regarding competition between the small business 
telephone systems under investigation and Centrex services yielded mixed 
results. Although several producers and importers believed that Centrex did not 
compete with the systems under investigation, many importers reported direct 
competition between the two. * * * and an interconnect th~t sells Centrex 
service stated that many Centrex users also purchase key systems to use as a 
complement to Centrex. 

Producers and importers were requested to estimate the percentage of their 
firms' sales of subassemblies that are used either as expansion units or for 

1/ * * * reported t~at it produces subassemblies that can be integrated into 
several companies' telephone systems. * * * stated that it manufactures many 
special application items, such as * * *• that can plug into other companies' 
systems. 
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replacement. AT&T reported that * * * percent-of sales of subassemblies are 
~used for these purposes. Whereas importer.s reported a range of * * * percent as 
expansion or replacement units, several importers .estimated that * * * percent 
of sales are for replacement or expansion •. Prices for replacement and expansion 
units are generally higher than prices for subassemblies sold as part of a 
complete system. 

Price data.--For sales to end users,· the Commission requested producers and 
importers to report prices for actual transactions·based on the lowest priced, 
semiannual sale of small business telephone systems to end ~sers. Prices were 
to exclude all costs incidental to installation, service, and maintenance, as 
well as those of optional features. Prices should reflect the cost only of the 
control unit,· telephone sets, and any other .subassembly necessary for operation 
of the system. · 

For sales to ret.ail dealers and ·interconnects, and to wholesalers and 
supply houses, producers and importers were requested to calculate system prices 
on the basis of the lowest price at which the necessary minimum subassemblies 
for the system to operate ·were sold. 1/ As with prices to erid users, all costs 
incidental to installation, service, and maintenance, as well as any optional 
features, were to be excluded. 

Six system size ranges were specified (up to 80 stations and not to exceed 
256 ports) and within each range, a given construct was .requested. A construct 
is the size of a telephone system in terms of the number of central office lines 
(C.O. lines) and telephone sets; for example, a system construct of 3 x 5 would 
be composed of 3 C.O. lines and 5 telephone sets. Producers and importers were 
requested to calculate a price for each.size range within which their systems 
can be configured, at each of the specified constructs. 

. . 
Price comparisons.--In most cases, it",is not possible directly to compare 

prices of domestic and imported telephone systems on the basis of actual 
transactions. Although prices reported.by producers•and importers for sales to 
end users are based on actual transaction prices, these sales represent a 
majority of AT&T's sales but only a fraction of importers' sales (tables 24-28). 
The majority of importer prices are estimates of a system price 1:'.0 retail 
dealers and to wholesalers, obtained by combining the lowest prices at which 
subassemblies necessary to complete·a specific system were sold (tables 29-40). 2../ 
Domestic prices equivalent to these estimates of import prices were estimated in 
a similar manner. A further problem with attempting .price comparisons was that 
producers and importers were requeste.d to exClude all adjunct prices, such as 
paging and music-on-hold; however, many features are standard to a telephone 
system and could not be broken out. What may be standard in one model may be 
optional in another. 

11 Because a system is not sold to retail dealers and interconnects, or 
wholesalers and supply houses, all of whom purchase subassemblies and configure 
systems to their customers' individual requirements, or resell for expansion or 
replacement units, there are no actual transactions .at this level of sale on 
which to report prices. 
2..1 Producers and importers are generally not aware of the final system price 
paid to retail dealers and interconnec~s, or to wholesalers and supply houses, 
by end users. 
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Table 24 
U.S. and imported small business telephone systems: Prices for sales to end 
users of systems configured at 3 C.O. lines and 5 telephone sets, 
January-June 1986 to July-December 1988 

* * * * * * * 

Table 25 
U.S. and imported small business telephone systems: Prices for sales to end 
users of systems configured at 5 C.O. lines and 14 telephone sets, January-June 
1986 to July-December 1988 

* * * * * * * 

Table 26 
U.S. and imported small business telephone systems: Prices for sales to end 
users of systems configured at 8 C.O. lines and 26 telephone sets, January-June 
1986 to July-December 1988 

* * * * * * * 

Table 27 
U.S. and imported small business telephone systems: Prices for sales to end 
users of systems configured at 16 C.O. lines and 52 telephone sets, January-June 

1 

1986 to July-December 1988 

* * * * * 

Table 28 
U.S. and imported small bus.iness telephone systems: 
users of systems configured at 24 C.O. lines and 80 
1986 to July-December 1988 

* * * * * 

Table 29 

* * 

Prices for sales to end 
telephone sets, January-June 

* * 

U.S. and imported small business telephone systems: ·calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 3 C.O. lines and 5 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 30 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 5 C.O. lines and 14 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 
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Table 31 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 8 C.O. lines and 26 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 32 
U.S. and imported small business telephone systems:. Calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 10 C.O. lines and 40 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 33 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 16 C.O. lines and 52 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 34 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to retail dealers and interconnects 
configured at 24 C.O. lines and 80 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 35 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to wholesalers of systems 
configured at 3 C.O. lines and 5 telephone sets, January-June 1986 to July
December 1988. 

* * * * * * * 

Table 36 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to wholesalers systems configured 
at 5 C.O. lines and 14 telephone sets, January-June 1986 to July-December 1988 

* * * * * * * 



A-44 

Tabie 37 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subas~emblies to wholesaiers of systems 
configured at 8 C.O. lines and 26 telephone sets, January-June 1986 to 
July-December 1988. 

* * * * * * * 

Table 38 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to wholesalers of systems 
configured at 10 C.O. lines and 40 telephone sets, January-June 1986 to July
December 1988. 

* * * * * * * 

Table 39 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to wholesalers of systems 
configured at 16 C.O. lines and 52 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Table 40 
U.S. and imported small business telephone systems: Calculated prices for 
producer and importer sales of subassemblies to wholesalers of systems 
configured at 24 C.O. lines and 80 telephone sets, January-June 1986 to July
December 1988 

* * * * * * * 

Several importers calculated prices for more than one system, with the 
systems generally differing in terms of capacity (measured by the number of 
lines and telephone sets a system can accommodate). The reporting of higher 
capacity systems configured at lower constructs (for example. a system with a 
capacity of 16 lines and 48 telephone sets configured at 5 lines and 14 
telephone sets) may tend to overstate prices at the lower construct, However, 
both domestic producers and importers report that end users frequently purchase 
systems well below the maximum system capacity, since systems generally work 
better at less than full capacity. 1/ 

Price trends.--The data collected are shown to illustrate any price 
movements that occurred during the investigation period. An analysis of 
price trends. however, must also be examined with caution. Although major 
technological changes have not occurred, new models are frequently introduced as 
older models are di~continued, thus a continuous series for a single model is 
seldom produced. Model changes,"when known, are noted in the tables. In cases 
where companies reported prices separately for different models, trends can be 

1/ Transcript of the conference, pp. 118-119. 
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analyzed more accurately than in cases where companies combined prices for 
different models or did not indicate changes in model features that affect 
price. However, even i~ these instances, companies may have added or changed 
features that are standard to a particular model without changing model numbers. 

End-user prices.--*** U.S.·p~oducers reported prices for sales to 
end users. Import prices were reported by*'** iniporters of the Japanese
manufactured product and ~ * *· In the end-user market, prices for both u.s.
produced and imported sys.terns generally declined during the 1986-88 period. 

* * * * *· * * 
Prices for most configurations of Japanese telephone systems sold to end 

users also showed general price declines during the period, ranging from * * * 

* * * * * * * 
Retail dealer and interconnect prices.-- * * * U.S •. producer * * * 

data for retail dealer and interconnect ptic~s. Nine importers of the Japanese 
product responded with data, and * * * importers of Korean subassemblies and 
* * * importers of subassemblies from Taiwan also responded. 

Calculated prices bas·ed on sales prices· of subassemblies sold to retail 
dealers and interconnects of* * * showed* *· *· * * * 

Imported products followed trends siniilar to those in the ·end-user market, 
with many of the Japanese, Korean, and Taiwan calculated system prices 
decreasing throughout the period of th_e investigation, by up to * * * 
percent. l/ . 

Wholesale and supply house prices.--"-.'~ * * repQrted usable data for 
sales to wholesalers and _supply houses; however, * * *· Eight importers of 
Japanese~produced subassemblies responded with estimated system prices. * * * 

Estimated prices to wholesalers and suppliers showed * * * for the U.S. 
product, * * *· Estimated prices for. the Japanese and Taiwan products showed 
* * *, with many importers showing either i~creased or static prices for the 
1986-88 period~ * * * reported decreasing prices. ~rom 1986 to 1987. Estimated 
system prices for Korean-produced subassemblies * * * .. 

Lost sales and lost revenues 

* * * alleged * * * instances o.f lost sales and * * * instances of lost 
revenues at the end-user level, totaling approximately* * * in lost sales and 
* * * in lost revenues. 2./ Lost sales and lost revenues values were based on 
* * * Staff contacted * * * of the firms named _in these allegations. 
Conversations with repres.entatives of these firms are summarized below. 

l/ * * * prices were not 
prices include estimates 
purchase of an installed 
2.1 * * 

considered for purposes 
of installation charges 
telephone system. 

* * * 

of reporting trends since these 
and other charges incidental to 

* * 
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* **also submitted*** ***·alleged lost sales at 
level. At least one of the companies named as a lost sale at 
level is an * * *· * * * staff contacted * * * of the retail 
* * * and discussed their general sales and marketing efforts 
small business telephone systems that they carry. 

Lost sales and lost revenues at the end user level 

* * *.--

* * * * * * 

the retail dealer 
the retail deale1 
dealers named by~ 
for the brands of 

* 
* * * said that * * * the bid for the * * * met all requirements at a lower 
price. 

* * * * * * * 
* * * --

* * * * * * * 
However, according to * * *, the * * * sy.stem was priced about * * *below the 
* * * system, and he felt that both were comparable in terms of features and 
meeting the needs of * * * * * * 

* * *·.--* * * * * * reported that he based his purchase decision on 
service, the reputation of the vendor, and price. He opted for a system sold by 
* * * based on these factors. * * * felt that * * * was trying to sell them 
more features than * * * needed and * * *· * * * 

* * *.--* * * * * * stated that * * * looked at ·several systems and 
selected the * * * system because * ·* * felt it was the "best system at the best 
price." * * * 

* * * 
* * * * * * * 

* * * stated that * * * had a budget for a telephone system, including wiring 
and installation, and that the * * * system did not fall within this 
predetermined budget. 

~.--

* * * * * * * 
* * * stated that there are three main considerations when making a purchase-
price, quality, and national dealerships. * * * explained that phone companies 
with national distribution centers can provide service * * * nationwide. In 
addition, * * * stated that the price of the * * * system was lower than * * * 
~rices for * * *· * * * 

~.--* * * * * * would not connnent on this allegation on the 
telephone. 



A-47 

Lost sales at the retail dealer/wholesaler level 

* * *.--
~~-

* * * * * * * 
* * *.--

* * * * * * * 

* * * stated that customers make purchase decisions based on price, 
service, and the reputation of the seller. He commented that * * * have not 
been effective selling * * * systems based on the price of these systems--he 
said that competitors sell systems below * * * 

* * *.--

* * * * * * * 
* * * He said that * * * prices run * * * percent above comparable 

imported models that he carries. * * * However, he also believes that * * * 
the reputation of the company will, in some cases, outweigh a price 
differential. Companies seeking to purchase the majority of the sizes of 
systems under investigation, however, are quite sensitive to the price of the 
system they purchase. He said that with the money customers can save buying a 
lower-priced, though comparable, imported system, they can also buy items such 
as fax machines, computers, and software for their offices. 

~.--* * * * * * stated that they have felt severe competition 
from imported systems from Japan, Korea, and Taiwan. * * * said that first-time 
buyers of telephone systems, as well as small businesses (those that would 
purchase either * * *, are the most price sensitive. He cited several instances 
where he lost sales * * * to * * * systems that were priced more than 50 percent 
below * * * 
~ --* * * * * * stated that he carries * * * and * * * telephone 

systems, both of which offer good service and high quality. * * * said that his 
customers look at the type and size of system, features, and price, when 
purchasing a telephone system. Both * * * offer similar types of systems with 
comparable features, but * * * systems are more expensive than * * *· According 
to* * *, some professional groups, such as doctors or CPA's, will purchase 
* * * based on its name and reputation, but more commonly, purchasers consider 
the price of the system to be a very important factor. 

Exchange rates 

Quarterly data reported by the International Monetary Fund indicate that 
during the period January 1986 through September 1988 the value of the Japanese 
yen advanced sharply, by 40.5 percent, against the U.S. dollar (table 41). !/ 
Adjusted for relative movements in producer price indexes in the United States 
and Japan, the real value of the Japanese currency appreciated 21.5 percent from 
January-March 1986 through July-September 1988. 

11 International Financial Statistics, November 1988. 
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Table 41 
Exchange rates: l/ Nanina1 exchange-rate equivalents of selected currencies in U.S. dollars, real exchanllll.. 
rate equivalents, arxi producer price irxlicators in specified countries, 21 :imexed by quarters, Januaty 
1986-SeptaJber 1988 

U.S. Jcipan Korea Iaiwan 
prcr Pro- N::rnina1 Real Pro- Ncmina1 Real Pro- Nanina1 Real 
ducer ducer exchange- exchange- ducer exchange- exchange- ducer exchange- exchange-
price price rate rate price rate rate price rate rate 

Period :iOOex :i.rrleK :i.rrleK :imex 3L :iOOex :i.rrleK :imex 3L :i.rrleK :i.rrleK :inJex 3L 
-US dollars~ -us dollarsL"WOn- -us dollars/NrS-

1986: 
Jan.-Mar ••• 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Apr.-June •• 98.1 96.3 110.4 108.4 97.8 100.0 99.8 99.8 102.3 104.3 
July-Sept •• 97.6 93.8 120.6 115.8 98.9 100.6 101.9 98.9 104.9 106.3 
Oct.-Dec ••• 98.0 92.8 117.2 111.0 98.2 102.0 102.2 98.2 108.1 108.4 

1987: 
Jan.-Mar ••• 99.1 92.2 122.7 114.1 98.4 103.7 102.9 97.2 lU.3 110.2 
Apr.-June •• 100.7 91.4 131.7 119.6 99.5 107.2 105.9 96.4 121.1 116.0 
July-Sept •• 101.9 92.6 127.9 116.3 99.7 109.8 107.5 95.7 128.8 Ul.O 
Oct.-Dec ••• 102.3 92.3 138.4 U4.8 100.1 111.0 108.6 94.7 132.9 122.9 

1988: 
Jan.-Mar ••• 102.8 91.2 146.8 130.2 101.7 115.0 113.7 93.3 137.2 U4.5 
Apr.-June •• 104.7 90.9 149.6 129.9 101.8 120.6 117.2 94.5 137.0 123.7 
July-Sept. • 106.1 91.7 140.5 121.5 102.6 122.7 118.6 95.5 136.6 122.9 

l/ Exchange rates expressed in U.S. dollars per unit of foreign currency. 
21 Producer price irxlicators-inteOOed to measure final product prices....:...are based on average quarterly 
indexes presented in line 63 of the International F:inancial Statistics. 
'JI lli:! :inJexed real exchange rate represents the oon:ina1 exchange rate adjusted for relative JIDVelB1ts in 
producer price indexes in the United States arxi the respective foreign country. Producer prices in the 
United States increased by 6.1 percent between January 1986 arxi Septa?ber 1988, carpared with an 
8.3-percent decrease in Japan, a 2.6-percent increase in Korea, arxi a 4.5-percent decrease in Taiwan as of 
July-SeptaJber 1988, the last period for which its producer price :iOOex is reported. 

Source: Intemational M:metary Fun:i, International Financial Statistics, Novamer 1988. 

Note. -January-March 1986=100. o. 

During the January-March 1986 to July-September 1988 period, the nominal 
value of the Korean won rose by 22.7 percent against the U.S. dollar. Adjusted 
for relative movements in the producer price indexes, the real value of the won 
appreciated by 18.6 percent. 

Quarterly data indicate that during this same period, the nominal value of 
the New Taiwan dollar appreciated by 36.6 percent. Adjusted for relative 
movements in the producer price index, the real value of the Taiwan currency 
appreciated relative to the U.S. dollar by 22.9 percent. 
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Feder81: Register /.Vol. 54, No. 4 I Friday, January 6, 1989 I Notices . 

[Investigations Nos. 731-T A-426-428 
(Preliminary)).. 

Certain Telephone Systems and 
Subassemblies Thereof from Japan, 
Korea, and Taiwan 

AGENCY: International Trade 
Commission. 
ACTION: Institution of preliminary 
antidumping investigations and 
scheduling of a conference to be held in 
connection with the investigations. 

SUMMARY: The Commission hereby gives 
notice of the institution of preliminary 
antidumping investigations No. 731-TA-
426-428 (Preliminary) under section · · 
733(a) of the Tariff Act of 1930 (19 U.S.C. 
1673b(a)) to determine whether there is 
a reasonable indication that an industry 
in the United States is materially 
injured. or is threatened with material 
injury, or the establishment of an · 
industry in the United States is 
materially retarded. by reason of 
imports from Japan, Korea, and Taiwan 
of small business telephone systems and 
subassemblies thereof. 1 provided for i11 
subheadings 8504.40.00, 8517.10.00, 
8517.30.20, 8517.30.25, 8517.30.30, 
8517.90.10, 8517.90.15, 8517.81.CJO, ' .. 
8517.90.30, and 8517.90.40 of the 
Harmonized Tariff Schedule of the 
United States (items 682.60, 684.57, 
684.58, and 684.59 of the Tariff . . 
Schedules of the United States), 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 pi:elimimiry antidumping · · 
investigations in 45 days. or in this case 
by February 13, 1989; · · · 

For further informatfon concerning the· 
conduct of these investigations and rules 
of general application, consult the 
Commission's Rules of Practice and 
Procedure, Part 207, Subparts A and B 
(19 CFR Part 207), and Part 201, Subparts 
A through E [19 CFR Part 201). 
EFFECTIVE DATE: December 28, 1988. 
FOR FURTHER INFORMATION CONTACT: 
Rebecca Woodings (202-252-1192), . 
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 

1 For the purposes of these investigations. the 
term "small business telephone systems and 
subassemblies thereof' means teiephone systems 
with intercom or internal calling capability and total 
non-blocking port cepacilies of between 2 and 256 · 
ports. units of such systems. and subassemblies for 
use principall~· in such units. including control and 
switching equipment circuit cards and modules. 
and proprietary corded telephone sets end consoles. 
whether complete or incomplete, assembled or 
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can be obtained by contacting the 
Commission's mo terminal on 202-252-
1810. Persons with mobitity impairments 
who will need special assistance in ... 
p,aining access to the Commission 
should contact the Office of the 
Secretary at 202.:..252,...1000. 
SUPPLEMENTARY INFORMATIOllC: 

Background 
These investigations are being 

instituted in response to a petition filed 
on December 28, 1988. by American 
Telephone & Telegraph Company. 
Parsippany. NJ. and Comdial 

. Corporation, Charlottesville, VA. 

Participi:!ion in the Investigation~ 
Persons wishing to participate in these 

investigations as parties must file an· 
- entry of appearance with the !?ecretary 

to the Commission, as provided in 
§ 201.11 of the Commission's rules.(19 
CFR 201.11). not later than· seven (7) 
days after publication ofthls· notice in. 
the Federal Register. Any entry of 
appearance filed after this.date will be 
reierred to the Chairman, who·will 
determine whether to accept the late 
entry for good cause shown by. the 
person desiring to fiie the entry. 

Service I.isl 
I 

Pursuant to§ 201.ll(d) of the 
Commission's rules (19 CFR 201.11(d), 
the Secretary will prepare a service list 
contabing the names and addresses of 
all persons, or their representati-ves, · 
\\'.ho are parties to these investigations 
upon the expiration of the peri_od for · 
filing entries ·of appearance. ~ 
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 
investigations must be served on all 
other parties ~o the investigations (as 
identified by the service list)i and a 
certificate of service must accompany 
the document. The Secretary will nol 
accept a document for filing without a 
certifi::a te of service. 

Limited Disclosure of Business 
Proprietary Information Under a 
Protective Order · 

Pursuant to § 207.7(a) of the . 
Commission's rules (19 CFR 20i.7la) as 
amended by 51 FR (Aug. 1988)), the 
Secretary will make available business 
propriet<:ry information gathered in 
the'se pre!imin~ry investigaticns \o 
authorized ~ppli::ants under a protecti\'e 
oder, pro,·ided that the ap!>lication be 
made not later than seven·(7J days after 
the publication of this notice ir. the 
Federal Register. A separate service list 
will be maintained by the Secretary for 
those parties authorized to receive 
business proprietary info!Tl)ation under 

a protective order. The Secretary.will 
not accept any submission by parties · 
containing business proprietary· 
information without a certificate of 
service indicating i.hat it has been 
served on all the parties t~at are 
authorized to receive such information 
under a protective order. 

Conference 
The Director of Operations of the 

Commission has scheduled a conference 
in connection with the.se investigations . 
for 9:30 a.m . .On January 18. 1989, at.the 
U.S. lnlernational Trade Commission 
Buiidmg. 500 ~Street SW .. Washington, 
DC. Parties wishing to participate in the 
conference should contact Rebecca 
Woodings (202-.252-1192) not late:: than 
January 13. 1939, to arrange for their 
appe<!rance. Parties in support of the 
imposition of antidumping duties in 
these investigations and parties in · 
opposition to the imposition of such 
duties will ea.ch.be collectively allocated 
one hour within which to make an oral 
prescntaticm at the conference .. 

Wrillen Submissions 
Any person may submit to the 

Commission an or before January ;!3; 
1989, a written bi;-ief·containing . 
information and arguments pertinent to 
the subject' matter of the investigations, 
as provided in§ 207.15 of th·e · · 
Commission's rules (19 CFR 207.15). A 
signed original and fourteen. (14) copies 
of each submission must be filed with · 
the Secretary to the Commission in 
accordance with § 201.8 of the rufes (19 
CFR 201.8). All written-submissions 
exr.ept for business proprietary data wm 
be available-for public inspection during· 
regular business hours (8:45 a.m. to. 5:1-5 
p.m.) in the Offfc~ o! the Secretary to the· 
Commission. · 

Any information for which business 
proprietary treatment is de~ired must be 
submitted separately. The ~nvelape and . 
all pages of sueh submissions must be · 
clearly labeled "Business Proprietary 
Information." Business proprietary 
submissions and requests .for business 
proprietary treatment must conform 
with the requirements of § § 201.6 and:· 
207.7 of the'Commission's rules (19 CFR 
201.6 and 207.7). . 

Parties which obtain disclosure of 
business proprietary infor.na ti on 
pursuant to ~ 20i.7(a) of the 
Commission's rJ!cs (19 CFR 20i.7(<>)) 
mcy comment on such 'information in 
their written brid, and may also file 
additional written co:nments on such 
information no later than January 26, 
1989. Such additional comments must Le 
limited to comments on bu!;iness 
proprietary inform a lion received in -or 
of:er the written briefs .. 

. .., 
-~- l" 

Authoril)':_ Th~se Investigations are being 
conducted under authority of the Tariff Ai:t Qf 
1930. title Vll. This notice is published 

. pursuant to.section 207.12 of the · 
Commission's rules (19 CFR 207.12): 

By order of the Commission. · 
Issued:· December 30. 1988' · 

Kenneth R. 1\-tason, 
Secretary. 

(FR Doc. 89-194 Filed 1-5-89; 8:45 am] 
BlWNG CODE 7020-02-11 
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International Trade Administration 

I A-588-809) 

Initiation of Antidumping Duty 
Investigation: Certain Small Business 
Telephone Systems and 
Subassemblies Thereof From Japan 

AGENCY: Import Administration, 
International Trade Administration, 
Department of Commerce. 
ACTION: Notice . 

. SUMMARY: On the basis of a petition 
filed in proper form .,..;th the U.S. 
Department of Commerce. we are 
initiating an antid:imping duty 

· investigation to determine whether 
imports of certain small business 

· telephone systems and subassemblies 
thereof from Japan are being. or are 
likely to be. sold in the United States at 
less ihan fair value. We are notifyi:'lg the 
U.S. International Trade Commission 
(ITC} of this action so that it may 
determine whether ir.?ports of this 
product materially injure, or threaten 
material injury to. a U.S. industry. If this 
investigation proceecis normally. the ITC 
will make its preliminary determination 
on or before February 13. 1969. If that 
determination Is affirmative. we will 

. make a preliminary determination on or 
before June 6. 1989. 
EFFECTIVE O_ATE: January 24; 1989. 
FOR FURTHER INFORMATION COtlTACT: 
Louis Apple. Office of Antidumping 
Investigations. Import Admirustration, 
International Trade Administration, U.S. 
Deoartment of Commerce, Hth Sireet 
and Constitution Avenue. NW .. 
Washington, DC 20230; telephone (202) 
377-1769. 
SUPPLEMENTARY IHFORl't.t.TIOH: 

The Petition 

On December 28, 1S88. we received a 
petition filed in proper form by 
American Telephone and Telegraph 
Company and Comdial Corporation on 
behalf of the domestic industry engaged 
in the production of certain small 
business telephone systems and 
subassemblies thereof. In compliance 
with the filing requirements of 19 CFR 
353.36. petitioners allege that imports of 
certain s:nall business telephone 
svstems and subassemblies thereof from 
J~pan are being, or are likely to be. sold 
in the United States to less than fair 
value within 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 l!.S. industry. 

lf any interested party as described 
undr.r pi!ragraphs (C). (D). (E). or (F) of 
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section 771(9) of the Act wishes to· 
register support of or opposition to this 
petition, please file wrilten notification 
with the Commerce official cited in the 
"For Further Information Contact" 
section of this notice. 

United States Price and Foreign Market 
Value 

United States price was based on U.S. 
list prices to supply houses or 
interconnects. Petitioners deducted 
discounts, U.S. import duties, ocean 
freight. and marine insurance. In an 
exporter's sales price (ESP) situation, a 
deduction was also made for indirect 
. selling expenses. 

Petitioners based foreign market value 
on Japanese retail prices. A distributor's 
margin was deducted to arrive at the 
first arm's length price. Adjustments 
were made, as appropriate, for 
differences in circumstances of sale. In 
an ESP situation, a deduction was also 
ma!fe for indirect selling expenses. In 
certain cases, foreign market value was 
also adjusted to reflect differences in 
physical characteristics in the 
merchandise ·being compared. 
I Based on a comparison of Uni tee.I 
States price and foreign market value, 
petitioners allege dumping margins 
ranging from 2.7.3 percent to 157.3 
percent 

Initiation of Investigation 
Under section 732(c) of the Act, we 

must determine, with.in 20 days after a 
petition is filed, whether it sets forth the 
allegations necessary for the initiation 
of an antidumping duty investigation 
and whether ii contains information 
reaso·n·ably available to the petitioners 
supporting the allegations. 

We examined the petition on certain 
small business tr,lephone 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 certain small business 
telephone systems and subassemblies 
thereof from Japan are being, or are 
likely to be, sold in the United States at 
!<?SS than fair value. If our investigation 
proceeds normally, we will make our 
preliminary determination by June 6, 
1989. 

Scope of ln\·estigation 
I The products covered by this 
investigation are certain small business 
telephone systems and subassemblies 
thereof. currently classifiable under 
Harmonized Tariff Schedule item 
nu1ribers 85J7.30.2000, 8517.30.2500, 
8517.30.3000, 8517.10.0020, 8517.10.0040, 

8517.10.0050, 8517.10.0070, 8517.10.0080, 
8517.90.1000, 8517.90.1500. 8517.90.3000, 
8518.30.1000, 8504.40.0004., 8504.40.0008, 
8504.40.0010, 8517.81.0010. 8517.81.0020, 
8517.90.4000, and 8504.40.0C15. 

Certain small business telephone 
systems are telephone systems, whether 
complete or irwomplete, assembled or 
unassembled, with intercom or internal 
calling capability and total non-blocking 
port capacities of between 2 and 256 
ports, and discrete subassemblies 
thereof designed and dedicated for use 
in such systems. These subassemblies ·· 
include: 

(1) Telephone sets and consoles, · 
consisting of dedicated, proprietary, 
corded telephone sets or consoles. A 
console has the ability to perform 
certain functions including: answer all 
lines in the system; monitor the status of 
other phone sets; and transfer calls. The 
tenn telephone sets and consoles is 
defined to include units having any two 
or more of the following items, when 
imported or shipped in the same · 
container, with or without additional 
apparatus: housing; hand set; cord (line 
or hand set); power supply; and 
telephone set or console circuit cards. 

(2) Control and switching equipment, 
whether denominated as a key service 
unit, control unit, or cabinet/switch. ' 
Control and switching equipment 
includes units consisting of one or more 
circuit cards/modules (including 
backplane circuit cards) and connectors 
to accept circuit cards/modules and/or 
building wiring, when imported or 
shipped in the same container, with or 
without additional apparatus. 

(3) Circuit cards and modules, 
including power supplies. These may be 
incorporated into control and switching 
equipment or telephone sets and . 
consoles, or they may be imported or 
shipped separately. A power supply 
converts or divides input power of not 
more than 2400 watts into output power 
of not more than 1800 walls supplying 
DC power of approximately 5 volts, 24 
volts, and 48 volts, as well as 90 volt AC 
ringing capability. 

The following merchandise has been 
excluded from this investigation: (1) 
Nonproprietary industry"standard ("tip/ 
ring") telephone sets and other 
subassemblies that are not specifically 
designed and dedicated for use in a 
covered system, even though a system 
may be adapted to use such · 
ilonproprietary equipment to provide 
some system functions; (2) telephone 
answering machines or facsimile 
machines integrated wi~ telephone sets; 
and (3) adjunct software. 

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 determination. We will 
notify the ITC and make available to it 
all nonprivileged and nonproprietary 
infonnation. 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 the wrillen 
consent of the Assistant Secretary for 
Import Administration . 

Preliminary Determination by ITC 

.The ITC will determine by February 
13, 1989, whether there is a reasonable 
indication that imports of certain small 
business telephone systems and 
subassemblies thereof from Japan 
materially injure, or threaten material 
injury to, au.~. industry. If its 
determination is negative, the 
investigation will be terminated 
otherwise, it will proceed according to 
the statutory and regulatory procedures. 

This notice is published pursuant to 
section 732(c)(2) of the Act. 
Jan W. Mares. 
Assistont Secretary for Import 
Administration. 
[FR Doc. ~1532 Filed 1-23-89; 8:45 am] 
BILUNG CODE 35to-D$-ll 

(A-580-803) 

Initiation of Antidumpintg Duty 
Investigation: Certain Small Business 
Telephone Systems and 
Subassemblies Thereof From Korea 

AGENCY: Import Administration, 
International Trade Administration, 
Departm.ent of Commerce. 
ACTION: Notice. 

SUMMARY: On the basis of a petition 
· filed in proper form with the U.S. 
Department of Commerce, we are 
initiating an antidumping duty 
investigation to determine whether 
imports of certain small business 
telephone systems and subassemblies 
thereof from Korea are being, or are 
likely to be. sold in the United States at 
less than fair value. We are notifying the 
0.S. lritematiorial 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 February 13. 1989. If that 
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determination is affirmative. we will 
make a preliminary determination on ur 
hcfore June 6, 1989. 
EFFECTIVE DATE: January 24. 1989. 
FOR FURTHER INFORMATION CONTACT: 
Louis Apple. Office of Antidumping 
lnvestigutions, Import Administration. 
lntermitional Trade Administration. U.S. 
Department of Commerce. 14th Street 
und Constitution Avenue. NW., 
Washington, DC 20230: telephone (202) 
377-1769. 
SUPPLEMENTARY INFORMATION: 

The Petition 

On December 28. 1988, we received a 
petition filed in proper form by 
American Telephone and Telegraph 
Company and Comdial Corporation on 
behalf of the domestic industry engaged 
in the production of certain small 
business telephone systems and 
subassemblies thereof. In compliance 
with the filing requirements of 19 CFR 
353.36. petitioners allege that imports of 
certain small business telephone 
systems and subassemblies thereof from 
Korea are being. or are likely to be, sold 
in the United States at less than fair 
value within the meaning of section 731 
of the Tariff Act of 1930, as amended 
(the Act). and that these imports 
materially injure, or threaten material 
injury to. a U.S. industry. 

If any interested party as described 
under paragraphs (CJ, (D), (E), or (F) of 
section 771(9) of the Act wishes tO 
register support of or opposition to this 
petition. please file written notification 
with the Commerce official cited in the 
"For Further Information Contact" 
section of this notice. 

United States Price and Foreign Market 
Value 

United States price was ba~ed on U.S. 
list prices to supply houses or 
interconnects. Petitioners deducted 
discounts. U.S. import duties, ocean 
freight and marine insurance. In an 
exporter's sales price (ESP) situation. a 
deduction was also made for indirect 
selling expenses. 

Petitioners based foreign market value 
on Korean retail prices. A distributor's 
margin was deducted to arrive at the 
first arm's length price. Adjustments 
were made. as appropriate, for 
differences in circumstances of sale. In 
an ESP situation. a deduction wus also 
mude for indirect selling expenses. In 
certain cases, foreign market \'alue was 
also adjusted to reflect differences in 
physical characteristics in the 
merchandise being compared. 

Based on a comparison of United 
States price and foreign market \'alue. 

petitioners allege dumping murgins 
ranging from 5.8 percent to 93.0 per~ent. 

Initiation of lm•estigation 

Under section 732(c) of this 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 a\•ailable to the petitioners 
supporting the allegations. 

We examined the petition on certuin 
small business telephone systems nnd 
subassemblies thereof from Korea and 
found that it r.leets 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 certain small business 
telephone systems and subassemblies 
thereof from Korea are being. or are 
likely to be. sold in the United Stutes at 
less than fair value. If our investigution 
proceeds normally. we will make our 
preliminary determination by June 6, 
1969. 

Scope of lm·estigation 

The products covered by this 
investigation are certain small business 
telephone systems and subassemblies 
thereof. currently classifiable under 
Harmonized· Tariff Schedule item 
numbers 8517.30.2000, 8517.30.2500, 
8517.30.3000. 8517.10.0020. 8517.10.0040, 
8517.10.0050, 8517.10.0070. 8517.10.0080, 
8517.90.1000. 8517.90.1500. 8517.90.3000, 
8518.30.1000. 8504.40.0004. 8504.40.0008, 
8504.40.0010, 8517.81.0010, 8517.81.0020, 
8517.90.4000, and 8504.40.0015. 

Certain small business telephone 
systems are telephone systems, whether 
complete or incomplete. assembled or · 
unassembled. with intercom or internal 
calling capability and total non-blocking 
port capacities of between 2 and 256 
ports. and discrete subassemblies 
thereof designed and dedicated for use 
in such systems. These subassemblies 
include: 

(1) Telephone sets and consoles, 
consisting of dedicated, proprietary, 
corded telephone sets or consoles. A 
console has the ability to perform 
certain functions including: answer all 
lines in the svstem: monitor the status of 
other phone sets: and transfer calls. The 
term telephone sets and consoles is 
defined to include units having any two 
or more of the followin11 items. when 
imported or shipped in the same 
container. with or without additional 
apparatus: housing: hand set: cord (line 
or hand set): power supply: and 
telephone set or console circuit curds. 

(2) Control and switching equipment. 
whether deno:ninated as a key sen·icr 

unit. control unit, or cabinet/switch. 
Control and switching equipment 
includes units consisting of one or more 
circuit cards/modules (including 
backplane ciruit cards) and connectors 
to accept circuit cards/modules and/or 
building wiring. \'\'hen imported or 
shipped in the same container. with or 
without additional uppuratus. 

(3) Circuit cards and modules. 
including power supplies. These may be! 
incorporuted into control and switching 
equipment or telephone sets and 
consoles. or they may be imported or 
shipped separately. A power supply 
con\'erts or divides input power of not 
more than 2400 watts into output power 
of not more than 1800 watts supplying 
DC power of approximately 5 volts, 24 
\'olts. and 48 volts, as well as 90 \'Olt AC 
ringing capability. 

The following merchandise has been 
excluded from this investigation: (1) 
Nonproprietary industry-standard ("tip/ 
ring") telephone sets and other 
subassemblies that are not specifically 
designed and dedicated for use in a 
co\'ered system. even though a system 
may be adapted to use such I 
nonproprietary equipment to pro\•ide 
some system functions: (2) telephone 
answering machines or facsimile 
machines integrated with telephone sets. 
and (3) adjunct software. 

Notification of ITC 

Section 732(d) of the Act requires us 
to notify the ITC of this action and to 
pro\'ide it with the information we used 
to arrive at this determination. We will 
notify the ITC and make a\'ailable to it 
all nonpri\'ileged 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 riot disclose such information either 
publicly or under administrative 
protective order without the written 
consent of the Assistant Secretary for 
Import Administration. 

Preliminary Dctcnnination by ITC 

The ITC will determine by February 
D. 1909. whether thl're is a reaso:iable 
indication that imports of certain small 
business telephone systems and 
subassemblies thereof from Korea ~ 
materially injure. or threaten materiull 
injury to, a U.S. industry. If its 
determination is negative. the 
im·estigation will be terminated: 
otherwise; it will proceed according t" 
the statutory and regulatory procedures. 
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This notice is published pursuant to section 
732(c)(2) of the Act. 
January 17. 1989. 

Jan W. Mares, 
A.<sista111 Secretory for Impart 
Adminislratiun. 
IFR Doc. B!l-1533 Filed 1-23-89; 6:45 amf 

BILLING COD£ 3511>-0S-11 

[A-583-806) 

Initiation of Antidumping Duty 
Investigation: Certain Small Business 
Telephone Systems and 
Subassemblies Thereof From Taiwan 

AGENCY: Import Administration. 
International Trade Administration. 
Department of Commerce. 
ACTION: Notice. 

SUMMARY: On the basis of a petition 
filed in proper form with the U.S. 
Department of Commerce, we are 
initiating an antiuumping duty 
investigation to determine whether 
imports of certain small business 
telephone systems and subassemblies 
thereof from Taiwan are being. or are 
likely to be. sold in the United States at 
lesslhan 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 lo, a U.S. industry. If this 
investigation proceeds normally. the ITC 
will make its preliminary determination 
on or before February 13, 1989. If that 
determination is affirmative, we will 
make a preliminary determination on or 
before June 6. 1989. 
EFFECTIVE DATE: January Z4, 1989. 
FOR FURTHER INFORMATION CONTACT: 
Louis Apple, Office of Antidumping 
Investigations. !mport Administration, 
International Trade Administration, U.S. 
Department of Commerce, 14th Street 
and Constitution Avenue. NW., 
Washington, DC 20230; telephone (202) 
377-1769. 
SUPPLEMENTARY INFORMATION: 

The Petition 

On December Z8, 1988, we received a 
petition filed in proper form by 
American Telephone and Telegraph 
Company and Comdial Corporation on 
behalf of the domestic industry engaged 
in the production of cert<1in smi:lll 
business telephone systems and 

. subassemblies thereof. In corr.pliance 
with the fil!ng requirements of 19 CFR 
353.36. petitioners allege that imports of 
certain small business telephone 
svstems and subassc>rnblies thereof from 
Taiwan are being. or ·are likely to be, 
sold in the United States at lt!SS tirnn fair 

value within 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. 

If any interested party as. descrihed 
under paragraphs (C). (D). (E). or (F) of 
section 771(9) of the Act wishes_ to 
register support of or opposition to this 
petition, please file written notification 
with the Commerce official cited in the 
FOR FURTHER INFORMATION CONTACT 
section of this notice: 

United States Price and Foreign Market 
Value · 

United Stales price was based on a 
U.S. list price to an end user. Pe!itioners 
then deducted a supply house and 
interconnect distributor's margin to 
arri\'e at the first arm's length price. 
Deductions were then made for U.s: 
import duties, ocean freight; and · 
insurance. 

Petitioners based foreign market value 
on manufacturers' list price to dealer!J. 
An end user discount and distributor's 
margin was deducted lo arrive ai the 
first arm's length price. Adjustments · 
were made for differences in· 
circumstances of sale to arrive ill the 
foreign market villue. 

Based on a comparison of United 
States price and foreign m<1rket value, 
petitioners allege a dumping margin of 
45.9 percent. · 

Initiation of Investigation -

Under s~tion 732(c) of the Ac( we 
must determine. within za days after a 
petition is filed, whether it sets forth the · 
<1llegations necessary for. the iilitiation. 
of an antidumping duty investigHtion; 
and whether it contains information 
reasonably available.to the petitioner!! 
supporting the allegations. 

We examined the petition on certain 
small business telephone systems and 
subassemblies thereof from Taiwan a·nd 
found that it meets I.he requirements of 
section 73:!(b) of the Act. Therefore, in 
accordance with section 732 cif the Act, 
we are initiating an antidumping duty 
investigation to determine whether 
imports of certain small business 
telephone systems and subassemblies 
thereof from Taiwan are being. ·or are 
likely to be. sold in the United States at 
less than foir value. If our im·estigation 
proceeds normt?!lv. we will make our· 
preliminnry <leter;1ination hy June 6. 
1989. 

Scope of Investigation 

The products covered by this 
investigation are certain small business 
telephone systems and suhassemblies 
thereof. currentlv classiiiable under 
llarmonized Ta;iff Schedule item 

numbers 8517.30.2000. 851i.30.2500. 
8517.30.3000, 8517.10.0020. 8517.i0.0040, 
8517.10.0050, 8517.10.0070, 8517.10.0080, 
8517.00.1000. 8517.90.1500. 8517.90.:lOoo, 
8518.30.1000. 8504.40.0004. 8504.40.0008, 
8504.40.0010. 6517.81.0010. 8517.81.0020. 
8517.Y0.4000. and 8504.40.0015. 

· Certain small business telephone 
systems are telephone systems. wheth1:r · 
complete or incomplete, assembleu or 
unassembled. with intercom or internal 
calling capability and total non-blocking 
port capacities of between 2 and Z56 
ports. and discrete subassemb:ies 
thereof designed and dedicated for use 
in such s\·st<:ms. These subassemhlies 

. include: · 
(1) Telephone sets and consoles. 

consistir.g of dedicated. proprietar~·. 
corded telephone sets or consoles. t\ 
console has the ability to perform 
certain functions including: answer all 
lines in the system; monitor the st;itus of 
other phone sets; and transfer calls. The 
term .telephone sets and consoles is 
defined to include units having any two 
or more of the following items. when 
imported or shipped in the Silme 
container, with or without additional 
apparatus: housing; hand set; cord (line 
or hand.set); power supply; and 
telephone set or console circuit cards. 
· (2) Control <1nd switching equipment, 

whether denominated as a key service 
unit, control unit. or cabinet/switc:h. 
Control and switching equipment 
includes units consisting of one or more 
circuit cards/modules (including 
backplane circuit cards) and connectors 
to accept circuit cards/modules and/or 
building wiring, when imported or 
shipped in the same container. wi:h or 
without additional apparatus. · 

(3) Circuit cards and modules, 
including power supplies. These may be 
incorporated into control and switching 
equipment or telephone sets and 
consoles, or they may be imported or 
shipped separately. A power supply 
converts or divides input power of not 
more than Z400 watts into output power 
of not more than 1800 watts supplying 
DC power of approximately 5 volts, Z4 
volts, and 48 volts, as well as !JO volt AC 
ringing capability. 

The following merchandise has been 
cxcluued from this investigation: 11) 
Nonproprietary industry-standard ("tip/ 
ring") telephone sets cn<l other 
subasscmblics that are not specifically 
clesig!'led and dedicated for use in a 
cO\-ereJ sy_stem, e\'en though a system 
may be adapted to use such 
nonproprietary equipment to pro\ iclL• 
some system functions: (2) telephone 
;mswering machines or facsimile 
machines integrated with tclephonP st>ts, 
;md {3) adjunct software. 
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Notification of ITC 

Section 732(d) of the Act requires us. 
to notifv the ITC of this ac;tion and to 
provide it with the information we used 
to arrive al this determination. We will 
notifv the ITC and nwke available to ii 
al: n~nprivileged and nonproprietary 
information. We will allow the ITC 
acc;ess to all privileged and business 
proprietary information in our files, 
provided ii confirms in \'\Tiling that it 
will not disclose such information either 
pubiidy or under administrative 
protecfr. e order without the written 
consent of the Assistant Secretary for 
Import Administration. • 

Prciirninary Determination by ITC 

Thf: ITC will determine by February 
1:i. 19G9. whether there is a reasonable 
indictition that imports of certain small 
business telephone systems and 
subnssemblies thereof from Tlliwan 
materially injure, or threaten material 
injury lo. a U.S industry. If its 
determination is negative, the 
invc$ligation will be terminated; 
otherwise. it will proceed according to 
the statutory and regulatory procedures. 

This notice is published pursuant lo section 
;:qc:I(::!) of the Act. 
]anwH"y 17. 1969. 

Jan\\'. Mares, 
Assi.ota!"I/ St>crelory for Import · 
Ac/ministration:· 

(FR Uoc. 6~1534 Filed 1-23--89:. 6:45 am) 
BILLING CODE 3510-DS-M 
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LIST OF WITNESSES 
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LIST OF WITNESSES 

Investigations Nos. 731-TA-426, 427, and 428 

CERTAIN BUSINESS TELEPHONE SYSTEMS FROM JAPAN, KOREA, AND TAIWAN 

Those listed below appeared at the United States International Trade 
Cormnission's conference held in connection with the subject investigations on 
January 18, 1989, in Courtroom B of the USITC Building, 500 E Street SW, 
Washington, DC. 

In support of the imposition of antidumping duties 

Covington & Burling--Counsel 
Washington, DC 

on behalf of--

American Telephone & Telegraph Co. 

John "Gus" Blanchard, Group Vice President, AT&T General Business Systems 
Division 

Barry Marks, Vice President of Consulting, The Gartner Group 
Tom Woodard, McKinsey & Co. 
Bruce P. Malashevich, President, Economic Consulting Services, Inc. 

Harvey M. Applebaum ) 
O. Thomas Johnson, Jr.) 
Sonya D. Winner )--OF COUNSEL 
Susan L. Burke ) 
Mark P. Kindall ) 

Comdial Corp. 
Charlottesville, NC 

Ted B. Westfall, Chief Executive Officer, Comdial Corp· •. 

In opposition to the imposition of antidumping duties 

Akin, Gwnp, Strauss, Hauer & Feld--Counsel 
Washington, DC 

on behalf of--

Fujitsu, Ltd., Fujitsu America, Inc., and Hasegawa Electric Co., Ltd. 

Warren E. Connelly) 
Valerie Slater )--OF COUNSEL 
Shannon S. Shuman ) 
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In opposition to the imposition of antidumping duties--Continued 

Coudert Brothers--Counsel 
Washington, DC 

on behalf of--

NEC Corp. and·NEC America, Inc. 
,. 

Mark D. Herlach .. ·) . . 
Lori F. Fischler ·. · )--OF COµNSEL. 
Christer L. Mossberg) 

Crowell & Moring--Counsel 
Washington DC 
and 
C&M International Ltd. 
Washington, DC 

on behalf of--

Samsung Electronics Co., Ltd. 

Jean-Pierre Swennen ) 
Claude G. B. Fontheim)--OF COUNSEL 
John E. Krumholtz ) 

Doral S. Cooper 
Laura M. Baughman 
Claire A. Rickard 

Dorsey & Whitney--Counsel 
Washington, DC 

on behalf of--

Nissho Iwai American Corp. 

James ~aylor )--OF COUNSEL 
L. Daniel Mullaney) 

Dow, Lohnes & Albertson--Counsel 
Washington, DC 

on behalf of--

Goldstar Telecommunications Co., Ltd. and Goldstar Products Co., Ltd, 

William Silverman) 
Michael P. House )--OF COUNSEL 
Wang-Ha Cho ) 
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In opposition to the imposition of antidumping d,uties--Continued 

Economists, Inc. 
Washington, DC 

on behalf of--

Fujitsu, Ltd., Fujitsu America, Inc., and Hasegawa Eiectric Co., Ltd. 
Hitachi America Ltd. and Hitachi Telecom (U.S.A.) Inc. 
Iwatsu Electric Co., Ltd. and Iwatsu America, Inc. 
Matsushita Electric Industrial Co;, Ltd., Matsushita Conununication, 

Industrial Co., Ltd., Kyushu Matsushita Electric Co., Ltd., and 
Matsushita Electric Corp. of America 

Nakayo U.S.A., Inc. 
NEC Corp. and NEC America, Inc. 
Nissho Iwai American Corp. 
Nitsuko Corp. 
Tamura Electric Works, Ltd. 
Toshiba Corp. and Toshiba America, Inc. 

Andrew R. Wechsler 
Kenneth R. Dunmore 
Pieter Tenny Vanleeuwen 

Fenwick, Davis & West--Counsel 
Washington, DC 

on behalf of--

Nakayo U.S.A., Inc. 

Donald R. Davis ) 
Roger M. Golden )--OF COUNSEL 
Preston T. Scott) 

Graham & James--Counsel 
Washington, DC 

on behalf of--

Nitsuko Corp. 

Yoshihiro Saito ) 
Lawrence R. Walders)--OF COUNSEL 
Jeffrey L. Snyder ) 

Hunton & Williams--Counsel 
Washington, DC 

on behalf of--

EXECUTONE Information Systems, Inc. 

R. Noel Clinnard--OF COUNSEL 



In opJ>osi tion: ti<F t'h'e .. ' ilgpcisition 'of 'anfi'dwgpiJll :dutie•-~Contin'1ed · 

~cDer]JiOtt, Will & Emery--Counsel ',. ;;:·,· · ,::':: 1 Hi .. ,:<1 · ,,'·. 
Washington, DC 

on behalf of--

Hi.ta.chi America Ltd.t- ·arid Hitachi. Telecom. ('U.S~A' •.. ) .Inc. J · 

Carl·W. ,Scliwair~z ::'· :);; : , ?f'··· :. :·•. 

William Barrett )--OF COUNSEL 
Lizbeth R. Levinson) 

. ', ~- '.. 

Mudge Rose Guthrie Alexander & Ferdon--Counsel 
Washington, DC 

on behalf of--

Toshiba Corp. and Toshiba America, Inc. 

N. David Palmeter) 
Jeffrey S. Neeley)--OF COUNSEL 

;Teresa ,:M·•"'··PcUino ~) · i:'· , 

O'Melveny & Myers--Counsel 
Washington, DC 

on behalf of--

Tamura Electric Works, Ltd. 

F. Amanda De~usk) __ OF COUNSEL 
Gary N. Horhck) 

Oppenheimer Wolff & Donnelly--Counsel 
Washington, DC 

on behalf of--

Oriental Precision Co., Ltd. 

David A. Gantz)--OF COUNSEL 

' •. 

· .. • ~ : ': ~. 

.. · •· 

~ . :. 

i ·. 
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In g9position ·to:.· the· :i.Jnposition ·c;>(··:!!lntj:dumpins <Juti:@IJ-:"'Continued 

Skadden. Arps • Slate. Meagher & Flom--Counsel . ·,, ... . 
Washington. DC 

on behalf of--

Iwatsu Electric Co .• , ,Ltd.· and,.Iwatsu America, ·Inc.;,.· 

Robert Chrostowski. Senior Vice President, Iw~tsu.America, Inc~ 

Thomas R. Graham) 
William E. Perry) 
William Mathews )--OF COUNSEL 
John J. Burke ) -i " 

Grace M. Kang ) 

Weil. Gotshal & Manges--Counsel 
Washington. DC 

on behalf of--

........ ,. !', .. 

··. ·:.i . 

Matsushita Electric Industrial Co., Ltd., Matsushita ,.Coanunication 
Industrial Co •• Ltd •• Kyushu Matsushita Electric Co., Ltd., and· 
Matsushita Electric Corp. of America 

A. Paul Victor ) 
Jeffrey P. Bialos )--OF COUNSEL 
Martin S. Applebaum) 

Willkie Farr & Gallagher--Counsel 
Washington. DC 

on behalf of--

Sun Moon Star. Inc. 

Chr~stopher A. Dunn)_-OF COUNSEL 
Daniel L. Porter ) 
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APPENDIX C 

DATA REPORTED BY EXECUTONE INFORMATION SYSTEMS, INC. 
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* * * * * * * 
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APPENDIX 0 

CONSUMPTION AND MARKET PENETRATION FOR SYSTEMS, BY VALUE 
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Neither consumption of, nor market penetration for, systems is presented i~ 
the body of this report because import data on "systems" are incomplete. 
However, an estimate of the value of imported systems has been made by adding 
the values of the reported imported systems and subassemblies. The data were 
adjusted to account for double-counting of imports. To compensate in part for 
the problem of different levels of trade, the value of shipments of imports, 
rather than imports themselves, was used. The import values still represent 
primarily sales to distributors and retailers rather than end users. These 
estimates of apparent consumption and market penetration for systems are 
presented in table D. This table also incorporates several late questionnaire 
responses and certain corrections to questionnaire data that were not received 
in time for the body of the report. Comparable data on the basis of quantity 
cannot be provided. 

Table D 
Small business telephone systems: Shares of U.S. consumption supplied by Japan, 
Korea, Taiwan, all other countries, and U.S. producers, 1985-87, 
January-September 1987, and January-September 1988, by value l/ 

l/ The data presented may understate import penetration because the reported 
values are at different levels of trade--the value of U.S. shipment represents 
primarily sales to the end user while the value of imports is largely sales to 
distributors and retailers. 
21 Data for Japan, Korea, and Taiwan will not sum to data for subject countries 
because * * * reported only aggregated shipments. These data are included in 
"subject" shipments but not in any individual country's data. 

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

STATEMENTS ON CAPITAL AND INVESTMENT 
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