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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-989 (Final)

BALL BEARINGS FROM CHINA

DETERMINATION

On the basis of the record' developed in the subject investigation, the United States International
Trade Commission (Commission) determines, pursuant to section 735(b) of the Tariff Act of 1930 (19
U.S.C. § 1673d(b)) (the Act), that an industry in the United States is not materially injured or threatened
with material injury, and the establishment of an industry in the United States is not materially retarded,
by reason of imports from China of certain ball bearings and parts thereof, provided for in subheadings
3926.90.45, 4016.93.00, 4016.93.10, 4016.93.50, 6909.19.50, 8431.20.00, 8431.39.00, 8482.10.10,
8482.10.50, 8482.80.00, 8482.91.00, 8482.99.05, 8482.99.25, 8482.99.35, 8482.99.65, 8483.20.40,
8483.20.80, 8483.30.40, 8483.30.80, 8483.50.90, 8483.90.20, 8483.90.30, 8483.90.70, 8708.50.50,
8708.60.50, 8708.60.80, 8708.70.60, 8708.93.30, 8708.93.60, 8708.93.75, 8708.99.06, 8708.99.31,
8708.99.40, 8708.99.49, 8708.99.58, 8708.99.80, 8803.10.00, 8803.20.00, 8803.30.00, 8803.90.30, and
8803.90.90 of the Harmonized Tariff Schedule of the United States, that have been found by the
Department of Commerce (Commerce) to be sold in the United States at less than fair value (LTFV).

BACKGROUND

The Commission instituted this investigation effective February 13, 2002, following receipt of a
petition filed with the Commission and Commerce by the American Bearing Manufacturers Association,
Washington, DC. The final phase of the investigation was scheduled by the Commission following
notification of a preliminary determination by Commerce that imports of ball bearings from China were
being sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of
the scheduling of the final phase of the Commission’s investigation and of a public hearing to be held in
connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register
of October 23, 2002 (67 FR 65142) as amended on December 2, 2002 (67 FR 71588). The hearing was
held in Washington, DC, on March 6, 2003, and all persons who requested the opportunity were
permitted to appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR §
207.2(f)).






VIEWS OF THE COMMISSION

Based on the record in this investigation, we determine that an industry in the United States is
not materially injured or threatened with material injury by reason of imports of ball bearings and parts
thereof from China that are sold in the United States at less than fair value (“LTFV”).

1. DOMESTIC LIKE PRODUCT
A. In General

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.”” Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Act”), defines the relevant domestic industry as the “producers as a [w]hole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”” In turn, the Act defines “domestic like
product” as “a product which is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation . . . .”

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.* No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.” The
Commission looks for clear dividing lines among possible like products and disregards minor variations.®
Although the Commission must accept the determination of the Department of Commerce (“Commerce”)
as to the scope of the imported merchandise that has been found to be subsidized or sold at LTFV, the
Commission determines what domestic product is like the imported articles Commerce has identified.’

119 U.S.C. § 1677(4)(A).
219 US.C. § 1677(4)(A).
319 U.S.C. § 1677(10).

4 See, e.g., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel
Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l
Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case’””). The Commission generally considers a number of
factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
customer and producer perceptions of the products; (5) common manufacturing facilities, production processes and
production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996).

* See, e.g., S. Rep. No. 96-249 at 90-91 (1979).

¢ Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49. See also S. Rep. No. 96-249 at 90-91 (1979)
(Congress has indicated that the like product standard should not be interpreted in “such a narrow fashion as to
permit minor differences in physical characteristics or uses to lead to the conclusion that the product and article are
not ‘like’ each other, nor should the definition of ‘like product’ be interpreted in such a fashion as to prevent
consideration of an industry adversely affected by the imports under consideration.”).

" Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find a single
like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F. Supp. at
748-752 (affirming Commission determination of six like products in investigations where Commerce found five

(continued...)



A. Product Description

Commerce’s final determination defines the imported merchandise within the scope of this
investigation as:

all antifriction bearings, regardless of size, precision grade or use, that employ balls as the rolling
element (whether ground or unground) and parts thereof (inner ring, outer ring, cage, balls, seals,
shields, etc.) that are produced in China. Imports of these products are classified under the
following categories: antifriction balls, ball bearings with integral shafts and parts thereof, ball
bearings (including thrust, angular contact, and radial ball bearings) and parts thereof, and
housed or mounted ball bearing units and parts thereof. The scope includes ball bearing type
pillow blocks and parts thereof and wheel hub units incorporating balls as the rolling element.
With regard to finished parts, all such parts are included in the scope of the petition. With regard
to unfinished parts, such parts are included if (1) they have been heat-treated, or (2) heat
treatment is not required to be performed on the part. Thus, the only unfinished parts that are not
covered by the petition are those that will be subject to heat treatment after importation.

Imports of these products are classified under the following Harmonized Tariff Schedules of the
United States (HTSUS) subheadings: 3926.90.45, 4016.93.00, 4016.93.10, 4016.93.50,
6909.19.5010, 8431.20.00, 8431.39.0010, 8482.10.10, 8482.10.50, 8482.80.00, 8482.91.00,
8482.99.05, 8482.99.2580, 8482.99.35, 8482.99.6595, 8483.20.40, 8483.20.80, 8483.30.40,
8483.30.80, 8483.50.90, 8483.90.20, 8483.90.30, 8483.90.70, 8708.50.50, 8708.60.50,
8708.60.80, 8708.70.6060, 8708.93.30, 8708.93.6000, 8708.93.75, 8708.99.06, 8708.99.31,
8708.99.4000, 8708.99.4960, 8708.99.5800, 8708.99.8080, 8803.10.00, 8803.20.00, 8803.30.00,
8803.90.30, and 8803.90.90.

Although the HTSUS subheadings are provided for convenience and U.S. Customs Service
(Customs) purposes, the written description of the merchandise under investigation is dispositive.

Specifically excluded from the scope are unfinished parts that are subject to heat treatment after
importation. Also excluded from the scope are cylindrical roller bearings, mounted or
unmounted, and parts thereof (CRB) and spherical plain bearings, mounted and unmounted, and
parts thereof (SPB). CRB products include all antifriction bearings that employ cylindrical
rollers as the rolling element. SPB products include all spherical plain bearings that employ a
spherically shaped sliding element and include spherical plain rod ends.®

Ball bearings permit free motion between moving and fixed parts by holding, separating, or
guiding the moving parts to minimize friction and wear. Complete ball bearings typically consist of an
inner ring, an outer ring, the balls, a cage, and lubrication. Ball bearings vary significantly in size and are
typically made from a variety of high-quality carbon steels.” Ball bearings are preferred over roller

7(...continued)
classes or kinds).

8 68 Fed. Reg. 10685, 10686 (March 6, 2003).
° Petition, Vol. I at 9.



bearings when speed is more important than load-carrying capacity. Ball bearings are designed to carry
radial or thrust loads or a combination of the two."°

Complete ball bearings are produced in a wide variety of types, sizes, and specifications and are
used in a wide variety of applications.'! They are produced in radial, angular, thrust, linear, or other non-
radial designs.'? They are produced to varying degrees of precision, and ball bearings produced to tighter
tolerances carry a higher Annular Bearing Engineering Committee (ABEC) rating.” Bearings produced
to meet a higher ABEC rating provide greater running accuracy and higher speed capability.'*

B. Prior Investigations

The Commission has conducted investigations on the ball bearing industry in the past, including
a five-year review of orders on ball bearings from France, Germany, Italy, Japan, Singapore, and the
United Kingdom completed in June 2000;'° a 1991 investigation of ball bearing imports from Argentina,
Austria, Brazil, Canada, Hong Kong, Hungary, Mexico, the People’s Republic of China, Poland, the
Republic of Korea, Spain, Taiwan, Turkey, and Yugoslavia;'® and a 1989 investigation of ball bearing
imports from France, Germany, Italy, Japan, Romania, Singapore, Sweden, and the United Kingdom.'” '®
In those prior investigations the Commission rejected arguments that the respective scopes covered
several domestic like products containing balls as rolling elements, typically defined by differences in
size, quality, or application.” The Commission noted that there was a “wide variety of ball bearings,

1 Staff Report, Confidential Version (CR) at I-4, Staff Report, Public Version (PR) at I-4; Certain Bearings from
China, France, Germany, Hungary, Italy, Japan, Romania, Singapore, Sweden, and the United Kingdom, Inv. Nos.
AA1921-143, 731-TA-341, 731-TA-343-345, 731-TA-391-397, and 731-TA-399 (Review), USITC Pub. 3309 (June
2000), Vol. II at BB-I-23 (2000 Review).

"' CR atII-11, PR at II-5.

2 CR atII-1, PR at II-1.

3 CRatl-6n.11, PR atI-4 n.11.
“CRatl-6n.11,PRatI-4n.11.
15 2000 Review, Vol. I at 3.

16 Ball Bearings, Mounted or Unmounted, and Parts Thereof, from Argentina, Austria, Brazil, Canada, Hong

Kong, Hungary, Mexico, the People’s Republic of China, Poland, the Republic of Korea, Spain, Taiwan, Turkey,
and Yugoslavia (Preliminary), Inv. Nos. 701-TA-307, 731-TA-498-511, USITC Pub. 2374 (April 1991) at 3 (1991

Investigation).

17 Antifriction 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 (Final) and 731-TA-391 through 399 (Final), USITC Pub. 2185 (May 1989) (1989 Investigation).

'8 The Commission must base its domestic like product determination on the record in each investigation. It is not
bound by prior determinations concerning even the same imported product. Citrosuco Paulista, S.A. v. United
States, 704 F. Supp. 1075, 1088 (Ct. Int’l Trade 1988). See also, e.g., Ranchers-Cattlemen Action Legal Foundation
v. United States, 74 F. Supp. 2d 1353, 1379 (Ct. Int’l Trade 1999) (Commission determinations are sui generis, “a
particular circumstance in a prior investigation cannot be regarded by the Commission as dispositive of the
determination in a later investigation”). However, the Commission may draw upon previous determinations in
addressing pertinent like product issues. Acciai Speciali Terni S.p.A. v. United States, 118 F. Supp. 2d 1298, 1304-
05 (Ct. Int’l Trade 2000).

19 See, e.g., 2000 Review, USITC Pub. 3309, Vol. I at 9-12; 1991 Investigation, USITC Pub. 2374 at 6-14; 1989
Investigation, USITC Pub. 2185 at 20-28.




both in terms of size and precision,” with no clear dividing lines among that variety.” The Commission
further noted that, in such cases, its usual practice was to find one like product, viewing the product in
terms of a continuum.?! '

In the instant investigation, the scope is similar, but not identical, to that covered by the most
recent ball bearing investigation, the five-year review investigation completed in June 2000. The scope
has been expanded explicitly to cover unground bearings, and covers parts that are heat-treated prior to
importation as well as parts that are not heat-treated (green) and not destined for heat treatment after
importation.? The scope excludes green parts destined for heat treatment after importation.” In the
preliminary phase of this investigation, we found a single domestic like product of all ball bearings and
parts thereof, consistent with Commerce’s scope.”*

D. Domestic Like Product

As it did in the preliminary phase of this investigation, petitioner American Bearing
Manufacturers Association (ABMA) argues that the Commission should find one domestic like product
consisting of all ball bearings and parts thereof, coterminous with the scope of the investigation.?
Petitioner argues that unground bearings do not constitute a separate like product. Respondents do not
contest the inclusion of unground bearings in a single domestic like product with ground bearings.?

While ground bearings are subjected to grinding and honing operations designed to ensure that
the components are sized to required precise tolerances and polished to ensure the smoothest possible
rolling surface, unground bearings are not subjected to these processes.”” Not all ball bearing
applications require the tight tolerances and smooth finishes imparted by grinding; unground ball
bearings offer a lower-cost alternative for such applications. In 2002, the domestic industry shipped ***
unground ball bearing balls, compared to *** ground ball bearing balls.?

The record indicates that, notwithstanding differences as to the finishing processes, unground
and ground ball bearings share similar physical characteristics, are produced by the same domestic
producers using the same production processes, equipment, and employees, and that both types of ball
bearings compete in similar channels of distribution for similar customers and similar applications.”” No
evidence gathered in the final phase of this investigation contradicts our finding in the preliminary phase
that unground ball bearings are properly included in a single domestic like product along with ground
ball bearings. We are mindful that this investigation covers a continuum of products in many sizes and
configurations, and that in such cases our practice is to treat the continuum itself as the domestic like

20 1989 Investigation, USITC Pub. 2185 at 27.
21 1989 Investigation, USITC Pub. 2185 at 27.
22 68 Fed. Reg. at 10686.
2 68 Fed. Reg. at 10686.

2 Ball Bearings from China, Inv. No. 731-TA-989 (Preliminary), USITC Pub. 3504 at 6 (May 2002) (Preliminary
Determination).

25 ABMA Prehearing Brief at 4.

% CR at1-8, PR at I-5.

27 CR atI-7, PR at I-4.

2 CR/PR at Table I1I-12.

? Conf. Tr. at 24-25 (Ms. May); ABMA Prehearing Brief at 7-8.
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product.** We do so here, and thus find that unground ball bearings are properly included with all other
ball bearings in a single domestic like product, coterminous with the scope of the investigation.*! We
therefore find one domestic like product, consisting of all ball bearings and parts thereof, coterminous
with the scope of the investigation.

I DOMESTIC INDUSTRY AND RELATED PARTIES

The domestic industry is defined as “producers as a [w]hole of a domestic like product, or those
producers whose collective output of a domestic like product constitutes a major proportion of the total
domestic production of the product.”®? In defining the domestic industry, the Commission’s general
practice has been to include in the industry all of the domestic production of the like product, whether
toll-produced, captively consumed, or sold in the domestic merchant market.*®> Based on our finding of a
single domestic like product, we find that the domestic industry consists of all domestic producers of ball
bearings and parts thereof.

We must further determine whether any producer of the domestic like product should be
excluded from the domestic industry pursuant to section 771(4)(B) of the Act. That provision of the
statute allows the Commission, if appropriate circumstances exist, to exclude from the domestic industry
producers that are related to an exporter or importer of subject merchandise or which are themselves
importers.** Exclusion of such a producer is within the Commission’s discretion based upon the facts
presented in each case.*

302000 Review, USITC Pub. 3309, Vol. I at 19; see also Stainless Steel Bar from France, Germany, Italy, Korea,
and the United Kingdom, Inv. Nos. 701-TA-413 (Final) and 731-TA-913-916 and -918 (Final), USITC Pub. 3488
(February 2002) at 6-7; Cold-Rolled Steel, supra, USITC Pub. 3471 (November 2001) at 7; Carbon and Certain
Alloy Steel Wire Rod from Brazil, Canada, Egypt, Germany, Indonesia, Mexico, Moldova, South Africa, Trinidad
and Tobago, Turkey, Ukraine, and Venezuela, Inv. Nos. 701-TA-417-421 (Preliminary) and 731-TA-953-963
(Preliminary), USITC Pub. 3456 (October 2001) at 6.

*! In the preliminary phase of this investigation, respondents argued that the domestic like product should be
expanded to include green parts excluded from the scope. Subsequently, however, respondents appear to have
abandoned this argument. Respondents’ Prehearing Brief at 4. Respondents continue to argue that green parts
excluded from the scope should likewise be excluded from subject import volume. Id. As previously discussed,
petitioner argues that the domestic like product should be defined coextensively with the scope and thus should
exclude certain green parts. ABMA Prehearing Brief at 9-10. In light of respondents’ abandonment of this issue, we
find that the record contains no compelling reason to include excluded green parts in the domestic like product.

219 U.S.C. § 1677(4)(A).

3 See United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (CIT 1994), aff’d, 96 F.3d 1352
(Fed. Cir.1996).

%19 U.S.C. § 1677(4)(B).

% Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l Trade 1989), aff’d without opinion, 904
F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’l Trade 1987). The
primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the
related parties include: (1) the percentage of domestic production attributable to the importing producer; (2) the
reason the U.S. producer has decided to import the product subject to investigation, i.e., whether the firm benefits
from the LTFV sales or subsidies or whether the firm must import in order to enable it to continue production and
compete in the U.S. market; and (3) the position of the related producers vis-a-vis the rest of the industry, i.e.,
whether inclusion or exclusion of the related party will skew the data for the rest of the industry. See, e.g.,
Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related

(continued...)




*** domestic producers imported subject merchandise from China during the period of
investigation (POI).*® For *** in 2002, imports were equivalent to *** percent of domestic shipments.*’
Otherwise, over the POI, the value of imports shipped by each domestic producer was equivalent to ***
of domestic shipments for each producer, and that ratio was greater than *** for only ***

No party has argued for the exclusion of any domestic producer from the domestic industry on
related-party grounds. The financial performance of some importing producers did differ sharply from
that of the overall industry during the POI, but those firms who outperformed the industry by the greatest
margins (e.g., ***) imported *** levels of subject imports relative to their domestic production.”® The
financial performance of ***, whose imports were equivalent to *** percent of its domestic shipments in
2002, was worse than that of the domestic industry as a whole in the only year in which it imported
subject merchandise.*” The record suggests that each of the producers in question has a greater interest
in domestic production than in importation from China, and the record does not indicate that any firm
benefitted from allegedly unfair trade practices. Thus, we find that appropriate circumstances do not
exist to exclude any producer from the domestic industry as a related party.

III. NO MATERIAL INJURY BY REASON OF LESS THAN FAIR VALUE IMPORTS*

In the final phase of antidumping duty investigations, the Commission determines whether an
industry in the United States is materially injured by reason of the imports under investigation.** In
making this determination, the Commission must consider the volume of imports, their effect on prices
for the domestic like product, and their impact on domestic producers of the domestic like product, but
only in the context of U.S. production operations.*® The statute defines “material injury” as “harm which
is not inconsequential, immaterial, or unimportant.”** In assessing whether the domestic industry is
materially injured by reason of subject imports, we consider all relevant economic factors that bear on
the state of the industry in the United States.** No single factor is dispositive, and all relevant factors are
considered “within the context of the business cycle and conditions of competition that are distinctive to
the affected industry.”*

35 (...continued) _
producers and whether the primary interests of the related producers lie in domestic production or in importation.
See, e.g., Melamine Institutional Dinnerware from China, Indonesia, and Taiwan, Inv. Nos. 731-TA-741-743 (Final),
USITC Pub. 3016 (Feb. 1997) at 14, n.81.

3 CR/PR at Table IV-17.

37 Calculated from CR/PR at Table IV-17.
38 Calculated from CR/PR at Table IV-17.
3 CR/PR at Tables IV-17 and VI-2.

“ CR/PR at Tables IV-17 and VI-2.

41 Negligibility is not at issue in this determination, as subject imports exceeded three percent of all imports in the
12-month period preceding the filing of the petition. CR atIV-4, PR atIV-1.

219U.S.C. § 1673d(b).

19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [a]nd explain in full its relevance to the determination.”
19 U.S.C. § 1677(7)(B). See also, Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

“19 U.S.C. § 1677(7)(A).
19 U.S.C. § 1677(7)(C)(iii).
%19 U.S.C. § 1677(7)(C)(iii).




For the reasons discussed below, we determine that the domestic industry is not materially
injured by reason of subject imports from China found to be sold in the United States at LTFV.

A. Conditions of Competition

1. Captive Production

In the preliminary phase of this investigation, we noted the presence of internal transfers and
transfers to related firms by the domestic industry and determined to seek further information on those
transfers to ascertain whether the statutory captive production provision was applicable.*’

Petitioner ABMA argues that all criteria of the captive production provision are met and the
Commission should focus its analysis on the merchant market; or, in the alternative, the Commission
should consider the significant volume of internal transfers as a relevant condition of competition.*®

47 Preliminary Determination, USITC Pub. 3504 at 9 n.45. The captive production provision, 19 U.S.C. §
1677(7)(C)(iv), which was added to the statute by the Uruguay Round Agreements Act (URAA), provides:

(iv) CAPTIVE PRODUCTION -- If domestic producers internally transfer significant production
of the domestic like product for the production of a downstream article and sell significant
production of the domestic like product in the merchant market, and the Commission finds that —

(I) the domestic like product produced that is internally transferred for processing into
that downstream article does not enter the merchant market for the domestic like product,

(II) the domestic like product is the predominant material input in the production of that
downstream article, and

(IIT) the production of the domestic like product sold in the merchant market is not
generally used in the production of that downstream article,

then the Commission, in determining market share and the factors affecting financial performance
set forth in clause (iii), shall focus primarily on the merchant market for the domestic like product.

The Statement of Administrative Action (SAA) issued in conjunction with the URAA indicates that where a
domestic like product is transferred internally for the production of another article coming within the definition of the
domestic like product, such transfers do not constitute internal transfers for the production of a “downstream article”
for purposes of the captive production provision. SAA, H.R. Rep. 103-316, vol. I at 853.

“ To support its claim, petitioner ABMA argues that the threshold provision is met because internal transfers ***;
the first criterion is met because ***; the second criterion is met because ***; and the third statutory criterion is met
because the record contains no evidence that ***. ABMA Posthearing Brief at Response to Question 15, pp.2-4.

Petitioner ABMA argues that the Commission should “***.” ABMA Posthearing Brief at Response to
Question 15, p.4. Even if we were to find that the captive production provision is met, we would not “exclude” any
captive production from our analysis. The captive production provision directs the Commission to “focus primarily”
on the merchant market in determining market share and the factors affecting financial performance when all
statutory criteria of the provision are met, but does not provide grounds for excluding any producer or domestic
production from the Commission’s overall analysis. 19 U.S.C. § 1677(7)(C)(iv). See also SAA at 852-53
(indicating that the captive production provision of the statute added by the URAA required separate consideration
of captive and merchant operations for certain statutory factors in certain circumstances, rather than indicating that
the Commiission is to "exclude" captively consumed articles from its consideration).
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Respondents argue that the provision does not apply because neither the threshold nor the second
statutory criterion is satisfied.*

We find that the requirements for applying the captive production provision are not satisfied.
When measured by value, combined internal transfers and transfers to related parties of complete ball
bearings accounted for *** percent of all shipments of the domestic like product in 2002.° For purposes
of our analysis here, we assume, arguendo, that this percentage amounts to internal transfers of
“significant production” of the domestic like product within the meaning of the threshold criterion for
applying the captive production provision. We do not, however, decide the issue.’!

Record evidence indicates that ball bearings account for no more than *** percent of the raw
material cost of the downstream product.”> The second statutory criterion requires that the domestic like
product be “the predominant material input” into the downstream product, and we do not find that a raw
material that accounts for *** of the raw material cost can be described as “the predominant material
input.”* The second statutory criterion is not met, and therefore we find that the captive production
provision is not applicable.** We do, however, consider the presence of internal transfers and transfers to
related parties for downstream production as a condition of competition.>®

* According to respondents, ***, makes substantial internal transfers, and respondents calculate that those
internal transfers account for only *** percent of total U.S. production. Respondents further note that ball bearings
account for only *** percent of the total cost of the final downstream product, and thus the second statutory criterion
is not met. Respondents’ Posthearing Brief at Response to Question No. 2, p.2.

% CR at II-4, PR at II-3. Measured by quantity, combined internal transfers and transfers to related parties of
complete ball bearings accounted for only *** percent of all domestic shipments, including complete ball bearings,
ball bearing balls, and other ball bearing parts, over the course of the POI. Calculated from CR/PR at Tables III-5-
1-7.

We rely primarily on value-based measures of volume. For a more complete discussion of this issue, please
refer to section III.A.2. infra.

3! Commissioner Miller finds that the threshold criterion is not satisfied, but that, even if it were, the second and
third criteria likely are not met for the reasons stated by the majority, and therefore the provision does not apply.

52 #** Producer Questionnaire at II-28.

% Petitioner ABMA argues that the second criterion is satisfied because “***, ABMA Posthearing Brief at
Response to Question 15, p.3. Regardless of whether other inputs account for a greater share of raw material costs,
or the “role” of ball bearings in the downstream products, the fact that ball bearings account for such a small share of
raw material costs indicates that the second criterion is not satisfied.

3 The evidence on the record also suggests that the third statutory criterion is not met. Over *** percent of all
captive consumption of ball bearings was dedicated to the production of ***. The *** sector is the single largest
consumer of domestically produced bearings, accounting for at least *** percent of shipments of domestically
produced ball bearings by responding producers in 2002. CR/PR at Table ITI-14. The *** sector probably accounts
for a *** share of shipments of domestically produced ball bearings, as Table III-14 does not include shipments to
the open market by ***. *** Producer Questionnaire at II-25 and IV-C. To the extent that ball bearings sold in the
merchant market are used in significant part to make ***, this would indicate an overlap between downstream
products produced through captive consumption and downstream products produced from purchases on the merchant
market such that we would not conclude that the product sold on the merchant market “is not generally used” in the
production of downstream articles made from the captively consumed product.

% See, e.g., Nonfrozen Concentrated Apple Juice from China, Inv. No. 731-TA-841 (Final), USITC Pub. 3303

(May 2000) at 10; Certain Emulsion Styrene-Butadiene Rubber from Brazil, Korea, and Mexico, Invs. Nos. 731-
TA-794-796 (Final), USITC Pub. 3190 (May 1999) at 14.
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2. Data Issues

In the course of this investigation, we gathered data on complete ball bearings, ball bearing balls,
and ball bearing parts other than balls. Information on each category was gathered by both value and
quantity.’* We invited argument from the parties regarding which data provided the most reliable
measure of ball bearing consumption in the U.S. market. Petitioner ABMA argues that, although the
Commission has focused on value measures in prior investigations, it should not do so here, because
relying on value measures would factor dumping into the consumption calculations.”” Domestic producer
Timken argues that the availability of separate data sets on complete ball bearings, ball bearing balls, and
other ball bearing parts mitigates concerns about relying on quantity measures.”® Respondents argue that
the Commission has always measured apparent domestic consumption and market share of ball bearings
in terms of value and should do so again here.”* Respondents also argue that the Commission must
consider data not only on complete ball bearings, but also on ball bearing balls and parts other than
balls.®

We have considered the arguments of the parties, our past practices, and the data on the record in
this investigation. We determine to rely primarily on value measures for apparent consumption, domestic
shipments, and subject imports, as we have in prior ball bearing investigations, and for the same
reasons.’! We are mindful of the limitations presented by using value measures rather than quantity
measures, such as the difficulty in determining whether changes in value totals are caused by changes in
product mix or changes in price. Nonetheless, we again rely on value-based indicators as the best
measure for a continuum product that includes a vast and disparate grouping of items differing in size,
configuration, application, and precision.®> Moreover, this is not the first investigation concerning ball

% See, e.g., CR/PR at Tables III-5-111-7.

57 ABMA Posthearing Brief at Response to Question 10, p.1-2.

%8 Timken Posthearing Brief at Okun-16.

% Respondents’ Prehearing Brief at 22.

% Respondents’ Posthearing Brief at Response to Question 1, p.3.

§! Preliminary Determination, USITC Pub. 3504 at 11; 2000 Review, USITC Pub. 3309, Vol. I at 39; 1991
Investigation, USITC Pub. 2374 at 19-20; 1989 Investigation, USITC Pub. 2185 at 67, 69, 71; Tapered Roller
Bearings and Parts Thereof, and Certain Housings Incorporating Tapered Rollers, from Hungary, the People’s
Republic of China, and Romania, Inv. Nos. 731-TA-341, 344-345 (Final), USITC Pub. 1983 (June 1987) at 16.

The Commission’s practice of using value, rather than quantity, measures has been approved by the Court
of International Trade. In the 1991 investigation of ball bearings, the Commission used a value measure in
evaluating import volume for the purpose of its cumulation analysis. Torrington Co. v. United States, 790 F. Supp.
at 1172. The CIT approved this use, noting that the statute did not expressly require the Commission to evaluate
volume in terms of quantity. The court further noted that

[t]he record provides the construction of aggregate data regarding the quantity of imports would have been
impractical due to variations in product sizes and weight per unit between complete bearings and parts.
[citation omitted] In addition, the Commission has in other determinations used value-based measurements
to ascertain import volumes of bearings products. [citation omitted]. Plaintiff’s argument that the
Commission must analyze the volume of imports in terms of quantity could lead to absurd results...

Id. at 1173.

82 For example, it would present a distorted picture of the market to consider a commodity bearing costing less
than one dollar as equivalent to a precision bearing costing hundreds or even thousands of dollars.
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bearings where subject imports originate from a low-cost producer.” We have considered quantity data
where appropriate.

We also have been faced with the difficulty of choosing between subject import data gleaned
from questionnaires and subject import data from official Commerce statistics. Questionnaire data
conform to the scope of the investigation, but coverage is limited and apparently represents
approximately one-half of subject imports.** Official import statistics offer broader coverage, but official
import statistics include nonsubject green parts, and complete and accurate adjustments cannot be made
to the official import statistics to make them conform to the scope.” All parties seem to agree that
official import statistics are the more reliable measure of subject and nonsubject imports but note that
those statistics include green parts that are excluded from the scope.® In light of these difficulties, we
have considered both sets of data, but we rely primarily on official import statistics. We are mindful that
the official import statistics overstate actual imports of the subject merchandise.

Additionally, data obtained from domestic producers on ball bearing balls and other ball bearing
parts represent a relatively small number of producers and show unexplained, dramatic shifts in
production levels.*” While we have considered such data, we have given more weight to aggregate
figures, which include complete ball bearings, ball bearing balls, and other ball bearing parts, particularly
because financial information for the domestic industry was provided only on that basis.®* When data are
available for both the aggregate and for complete ball bearings (for which responding producers provided
more complete data), we consider both.

3. Other Conditions of Competition

a. ‘Demand

Demand for ball bearings depends on demand for the products that use ball bearings.* Ball
bearings are used in a vast range of products and industries including automotive, construction,
agriculture, aerospace, steel, paper and natural resource industries, and conveyors and materials
handling.” Demand for these products tends to follow general economic conditions.”

Apparent domestic consumption of ball bearings, including complete ball bearings, ball bearing
balls, and other ball bearing parts, was at its highest level in 2000, the first year of the POI, at $3.04

 See, e.g., 2000 Review, USITC Pub. 3309; 1991 Investigation, USITC Pub. 2374; 1989 Investigation, USITC
Pub. 2185.

¢ Compare CR/PR at Tables C-1 and C-1-A.
 The Commission staff attempted to gather information on the importation of green parts. See note 108.

% ABMA Prehearing Brief at 33; ABMA Posthearing Brief at Response to Question 10, p.1; Respondents’
Prehearing Brief at 23.

¢ Only *** responding producers provided production data for ball bearing balls and *** provided production
data for other ball bearing parts. The decline in ball bearing ball production was *** and *** with any declines
reported in production of other ball bearing parts or complete ball bearings, or increases in imported ball bearing
balls. CR/PR at Tables III-5-III-7 and IV-7.

¢ Commission staff was advised that domestic producers could not provide separate financial data for complete
ball bearings, ball bearing balls, and other ball bearing parts. Timken Comments on Draft Questionnaires, Oct. 25,
2002, p.2-3.

® CR atII-11, PR at IT-4.
™ CRatll-11, PR at II-4.
" CR atII-11, PR at II-4.
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billion.”> Apparent domestic consumption declined between 2000 and 2001, with total apparent
consumption contracting by 10.2 percent to $2.731 billion.”” Apparent domestic consumption in 2002
was $2.735 billion, essentially unchanged from 2001.”* Apparent domestic consumption of complete ball
bearings followed a similar pattern, starting in 2000 at $2.70 billion, dropping by 9.8 percent in 2001 to
$2.43 billion, and then rising by 0.7 percent in 2002 to $2.45 billion.”

b. Supply

Domestic producers accounted for approximately two-thirds of apparent domestic consumption
throughout the POL’® Subject imports accounted for between *** percent and *** percent of apparent
domestic consumption of complete ball bearings, ball bearing balls, and other ball bearing parts as
measured by value over the POL”’ Nonsubject imports, including nonsubject imports from China,
accounted for the remainder.

The domestic industry producing ball bearings consists of a large number of firms, with no single
firm accounting for a dominant share of the market. In 2002, *** was the leading producer as measured
by value of shipments, and its share of reported shipments was *** percent.”” Most domestic producers
are multinational corporations with production facilities in many locations.” Ball bearing production is
capital-intensive.*

Domestic shipments account for the large majority of all shipments by domestic producers. In
2002, domestic shipments accounted for 92.1 percent of complete ball bearing shipments, *** percent of
ball bearing ball shipments, and *** percent of other ball bearing parts shipments.®' In 2002, domestic
producers exported 7.9 percent of their complete ball bearings, *** percent of their ball bearing ball

2 CR/PR at Table C-4-A.
3 CR/PR at Table C-4-A.

7 CR/PR at Table C-4-A. If questionnaire data for subject imports are used in place of official import statistics,
the trends are unchanged, with apparent domestic consumption at its highest level in 2000 at $2.70 billion, sliding by
8.8 percent in 2001 to $2.46 billion, and then rising 1.0 percent to $2.48 billion in 2002. CR/PR at Table C-4.

Total open market shipments of all ball bearings in 2000 were $*** billion. Calculated from CR/PR at
Tables III-5 and C-4-A. In 2002 total open market shipments of all ball bearings were $*** billion, down ***
percent from 2000. Id.

S CR/PR at Table C-1-A. Measured by quantity, demand for complete ball bearings peaked in 2000 at
1.11 billion units and declined each year thereafter, although the decline between 2001 and 2002 was small. Id.
Apparent domestic consumption of complete ball bearings by quantity in 2002 was 965 million units, down
13.0 percent from 2000. Id. Substituting import questionnaire data for official import statistics does not change
trends in apparent consumption as measured either by value or by quantity. CR/PR at Table C-1-A.

Total open market shipments of complete ball bearings were $*** billion in 2000. Calculated from CR/PR
at Tables III-5 and C-1-A. In 2002 total open market shipments of complete ball bearings were $*** billion, down
***k percent from 2000. Id. Measured by quantity, total open market shipments of complete ball bearings declined
by *** percent between 2000 and 2002. Id.

" CR/PR at Table C-4-A.

7 CR/PR at Table C-4-A.

8 CR/PR at Table III-1. *** CR at II-4, PR at II-3; *** at I[-25.
 CR/PR at Table III-1.

% Timken Prehearing Brief at 5-6; Timken Posthearing Brief at Okun-19.

81 CR/PR at Tables III-2-111-4. Measured by quantity, domestic shipments in 2002 accounted for 90.6 percent of
complete ball bearings, *** percent of ball bearing balls, and *** percent of other ball bearing parts. Id.
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production, and *** percent of their other ball bearing parts shipments.®* Internal transfers and transfers
to related parties for production of downstream products accounted for *** percent of the value of all
shipments by domestic producers in 2002.%

During the POI, domestic capacity for producing complete ball bearings increased by 1.3 percent,
from 631.9 million bearings in 2000 to 640.1 million bearings in 2002.%* As production fell, capacity
utilization rates also fell.** Domestic capacity for producing ball bearing balls declined dramatically
during the POI, slipping from *** billion in 2000 to *** billion in 2002, a decline of *** percent.®
Domestic capacity for producing other ball bearing parts was essentially unchanged over the POI and
stood at *** billion parts in 2002.%

c. Distribution and Pricing

As noted above, ball bearings are consumed by a wide variety of industries. The vast majority of
domestically produced ball bearings are sold directly to end users, with such direct sales accounting for
98.3 percent of total shipments in 2002.®® Similarly, virtually all subject imports from China also are
sold directly to end users, with such direct sales accounting for 99.1 percent of total shipments in 2002.%

Most purchasers that responded to the Commission’s questionnaire reported that they rarely or
infrequently changed suppliers; fewer than half of the responding purchasers reported changing suppliers
between 2000 and 2002.°° Price is a moderately important factor in purchasing decisions for ball
bearings. Only nine purchasers ranked it as the most important factor considered when selecting a
purchaser, but 21 ranked it second and 18 ranked it third; quality was ranked as the most important factor
by 31 respondents.”’ Of the 22 purchasers that changed suppliers, 11 mentioned price as a reason for
their change; other cited reasons were poor delivery and quality or performance problems.*

Prices for both domestically produced ball bearings and subject imports generally are determined
by transaction-by-transaction negotiations and by contracts.” Sales of domestically produced ball
bearings to large-volume original equipment manufacturer (OEM) purchasers generally are determined
through negotiated contracts, while smaller-volume sales to aftermarket distributors are more likely to be

82 CR/PR at Tables I1I-2-111-4. Measured by quantity, the domestic industry exported 9.4 percent of its complete
ball bearings, *** percent of its ball bearing ball production, and *** percent of its other ball bearing parts
production. Id.

8 CR at II-4, PR at II-3. Measured by quantity, combined internal transfers and transfers to related parties of
complete ball bearings accounted for only *** percent of all domestic shipments. Calculated from CR/PR at Tables
I11-5-111-7.

# CR/PR at Table C-1-A.
8 CR/PR at Table C-1-A.
8 CR/PR at Table C-2.

8 CR/PR at Table C-3.

8 CR atII-1, PR at II-1.
8 CR atII-1, PR at II-1.
% CR at II-14, PR at II-6.
' CR/PR at Table II-2.

°2 CR at II-14, PR at II-6.
® CR at V-2, PR at V-1.
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determined by price lists.”* Neither domestic producers nor subject importers typically have set discount
policies, and discounts also are negotiated.”” Price de-escalation clauses, by which prices are reduced by
a pre-determined percentage from year-to-year in multi-year contracts, have become standard in some
large-volume contracts, especially within the automotive sector.*®

d. Market Segmentation

Both petitioner and respondents directed significant argument to the issue of market
segmentation. Respondents maintain that the domestic market for ball bearings is segmented, with
subject imports and the domestic like product occupying different niches based on the size, style, and
quality of their respective bearings. Petitioners argue that the market is not segmented, and subject
imports and the domestic like product compete for sales in most bearing sizes and in most industrial
sectors.

The record indicates the existence of some degree of substitutability between the domestic like
product and subject imports. Sixteen of 18 responding domestic producers reported that the domestic
like product and subject imports from China are used interchangeably, although 11 of 19 reported
significant differences in product characteristics or sales conditions.”” Most responding purchasers
reported that the domestic like product and subject imports were used in the same applications.”
Responding producers, importers, and purchasers all noted some quality or other differences between
subject imports and the domestic like product, each generally finding the domestic product superior in
some aspects.”

The record indicates that competitive overlap exists between the domestic like product and
subject imports. Questionnaire data indicate that both the domestic like product and subject imports are
concentrated in bearings with ABEC ratings of 1 or lower.'” Contrary to respondents’ arguments,
subject imports during the POI included ball bearings with ABEC 3 ratings and ball bearings with larger
outer diameter sizes.'' The domestic like product and subject imports are both sold to purchasers in a
wide variety of industries, though the concentration of sales varies.'” *** of domestically produced
complete ball bearings were consumed by the *** industries, while the *** sector accounted for ***
percent of subject imports and *** subject imports were sold to the ***.! More than *** of the subject
merchandise was reported as being sold to purchasers in the *** sectors, while those *** sectors
accounted for *** percent of reported shipments of the domestic like product.'®

*CRatV-2,PRat V-1.

**CR at V-2,PRat V-1.

% Tr. at 131, 133 (Mr. Pedemonti); ABMA Posthearing Brief at Response to Question 7, p.1.
7 CR at II-13, PR at II-6.

% CR atII-17, PR at II-7.

% CR at II-13-1I-14, I1-17, and Table II-3; PR at II-6-II-7 and Table II-3.

19 CR/PR at Tables III-12 and IV-14.

190 CR/PR at Table IV-14. Imports of those sizes and ABEC ratings accounted for a relatively modest share of
subject imports. Id.

192 CR/PR at Tables III-14 and IV-16.

13 CR/PR at Tables I1I-14 and IV-16. The *** sector probably accounts for a *** share of shipments of
domestically produced ball bearings, as Table III-14 does not include shipments to the open market by ***, ***
Producer Questionnaire at II-25 and IV-C.

104 CR/PR at Tables III-14 and IV-16.
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B. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the
volume of imports of the merchandise, or any increase in that volume, either in absolute terms or relative
to production or consumption in the United States, is significant.”'®

As noted above, apparent domestic consumption declined during the POI, with the value of
complete ball bearings, ball bearing balls, and other ball bearing parts dropping by $305.4 million, or
10 percent, between 2000 and 2002.'° This decline was split almost evenly between nonsubject imports,
which declined by $153.6 million, and the domestic like product, which declined by $163.1 million.'”’

As overall domestic consumption, domestic like product shipments, and nonsubject imports all
fell, the volume of subject imports increased over the POL'® The value of subject imports of complete
ball bearings, ball bearing balls, and other ball bearing parts increased by *** percent between 2000 and
2002.!”° The market share held by subject imports as measured by value increased from *** percent in
2000 to *** percent in 2002.""° The value of subject imports of complete ball bearings increased by ***
percent between 2000 and 2002, and the market share held by subject imports of complete ball bearings
increased from *** percent in 2000 to *** percent in 2002.'"!

Shipments of domestically produced and nonsubject complete ball bearings declined by 8.0 and
*** percent respectively between 2000 and 2002."'? However, the market share held by the domestic like

1519 U.S.C. § 1677(7)(C)(D).
106 CR/PR at Table C-4-A.
107 CR/PR at Table C-4-A.

198 As discussed in section III.A.2. supra, the official import statistics include nonsubject green parts and thus
overstate subject imports. During the course of the investigation, the Commission staff attempted to gather
information regarding the importation and purchase of nonsubject green parts. *** provided such information, and
the data was in the form of purchases, not imports. Nonetheless, the data may be used to make a rough adjustment to
the official import statistics. After such an adjustment, subject imports as measured by value increased by ***
percent between 2000 and 2002, and their market share rose from *** percent to *** percent. The market share held
by the domestic industry rose from *** percent in 2000 to*** percent in 2002. Calculated from CR/PR at Tables III-
11 and C-4-A.

19 CR/PR at Table C-4-A.

119 CR/PR at Table C-4-A. The market share of open market shipments held by subject imports as measured by
value increased from *** percent in 2000 to *** percent in 2002. Id.

11 CR/PR at Table C-1-A. Measured by quantity, subject imports increased by *** percent between 2000 and
2002, and market share rose from *** percent to *** percent. Id. Domestic market share fell from 35.9 percent to
32.9 percent, while nonsubject import share fell from *** percent to *** percent. Id.

The market share of open market shipments of complete ball bearings held by subject imports as measured
by value increased from *** percent in 2000 to *** percent in 2002. Calculated from CR/PR at Tables III-5 and C-
1-A. Measured by quantity, subject imports increased from *** percent of open market shipments of complete ball
bearings in 2000 to *** percent in 2002. Id.

112 CR/PR at Table C-4-A. Open market shipments of complete ball bearings by domestic producers declined by
**k* nercent between 2000 and 2002 as measured by value. Calculated from CR/PR at Tables III-5 and C-1-A.
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product increased, from 68.6 percent in 2000 to 70.4 percent in 2002.'"* Thus, any market share gained
by subject imports came at the expense of nonsubject imports rather than the domestic like product.'*

While the volume of subject imports increased over the POI at a time when apparent domestic
consumption slowed, the increases were modest, as was the absolute volume of subject imports in the
U.S. market throughout the POI. At the end of the POI subject imports from China accounted for only
*** percent of apparent domestic consumption of complete ball bearings, ball bearing balls, and other
ball bearing parts, and that market share had increased by less than *** over the POL!'"® The domestic
like product accounted for over two-thirds of apparent domestic consumption, and this share increased
over the POL''® As noted, the small amount of market share gained by subject imports came at the
expense of nonsubject imports.''” We find that the volume and the increase in volume of subject imports
are not significant either in absolute or relative terms.''®

C. Price Effects of the Subject Imports

Section 771(7)(C)(ii) of the Act provides that, in evaluating the price effects of the subject
imports, the Commission shall consider whether —

(I) there has been significant price underselling by the imported merchandise as

compared with the price of domestic like products of the United States, and

(I) the effect of imports of such merchandise otherwise depresses prices to a significant

degree or prevents price increases, which otherwise would have occurred, to a significant
degree.!?

!> CR/PR at Table C-1-A. The market share of open market shipments of complete ball bearings held by
domestic shipments as measured by value increased from *** percent in 2000 to *** percent in 2002. Calculated
from CR/PR at Tables III-5 and C-1-A. Measured by quantity, the market share held by domestic shipments fell
from *** percent to *** percent. Id.

The market share of open market shipments of complete ball bearings as measured by value held by
nonsubject imports declined from *** percent in 2000 to *** percent in 2002. Calculated from CR/PR at Tables III-
5 and C-1-A. Measured by quantity, the market share of open market shipments held by nonsubject imports declined
from *** percent in 2000 to *** percent in 2002. Id.

!4 CR/PR at Table C-1-A. When measured by quantity, the gain in market share by subject imports was more
notable, but still came both from the domestic like product and nonsubject imports, consistent with the declines in
apparent domestic consumption discussed above. Id. The increase in quantity between 2000 and 2002, *** million
bearings, is equivalent to *** percent of apparent domestic consumption in 2002. Id.

115 CR/PR at Table C-4-A. The increase in the value of total subject imports from China over the POI is
equivalent to only *** percent of the loss in value of domestic shipments over the same period. Id.

116 CR/PR at Table C-4-A.

''7 The record indicates that subject imports might have been more likely to take market share from other imports
rather than from the domestic like product. Thirty-two of 35 responding purchasers reported that other imports were
the most competitive alternative to subject imports. CR at II-16, PR at II-6.

'® Vice Chairman Hillman is willing to place some weight on quantity data. She finds that the volume of subject
imports from China, when viewed in isolation, could be viewed as significant, particularly when examined with
substantial weight on the quantity figures while still taking into account the value figures. However, given the lack
of significant price effects as discussed below, the relatively modest decline in domestic market share measured by
quantity, and the increase in domestic market share when measured by value, she concludes that, in this context, the
volume of subject imports is not significant.

1919 U.S.C. § 1677(7)(C)(ii).
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The Commission collected data on 15 products, including ball bearing balls, and collected data
by ABEC rating and by channel of distribution.'”® The products selected were mostly those suggested by
the petitioner as products where the most significant competition between the domestic like product and
the subject imports occurred.'” For many product/distribution combinations, however, pricing data was
submitted for only the domestic like product or subject imports, but not both.'?* Product-specific data
covered a relatively small share of total shipment values for the domestic like product,'? and product-
specific data for the domestic like product was ***.'** The declines shown in the product-specific
quantity data accounted for a disproportionately large share of the quantity lost by domestic producers
over the POL'#

Subject imports consistently undersold the domestic like product, typically by large margins.'*
However, a closer examination of the product-specific pricing data indicates that, notwithstanding the
magnitude of the underselling, there was no consistent correlation between subject import prices and
domestic like product prices. For several products, prices for the subject imports and the domestic like
product did not move in the same direction.'” This is also true on an aggregated basis. According to
aggregate data presented by petitioner ABMA for eight ball bearing products sold to end users for which
data on U.S. and Chinese products were obtained, domestic prices for complete ball bearings, when
weighted by volume, actually rose between 2000 and 2001, as subject import prices dropped, and were
*** in 2002 as in 2000.'® Aggregate prices for subject imports of the same eight products fell by ***
percent between 2000 and 2002."° This apparent lack of correlation is confirmed by the pricing data for

12 CR at V-3-V-4, PR at V-2-V-3,

12l ABMA Comments on Draft Questionnaires, Oct. 25, 2002, at 5-6; Timken Comments on Draft Questionnaires,
Oct. 25, 2002, at 5.

122 See CR/PR at Tables V-2 (products 1 and 2 to distributors, subject import data only); Table V-3 (product 2 to
end users, subject import data only); V-5 (products 3 and 5 to distributors, subject import data only); V-10 (product
8 to distributors, domestic like product data only); V-13 (product 10 to end users and distributors, domestic like
product data only); and V-18 (products 13, 14, and 15 to end users, domestic like product data only). No importers
reported product-specific pricing data for subject imports of ball bearing balls. CR/PR at Tables V-18 and C-3.

12 Pricing data reported by domestic producers accounted for 3.4 percent of the value of domestic producers’
commercial shipments, while the pricing data reported by importers accounted for 13.3 percent of the value of
subject imports. CR at V-4, PR at V-3.

124 For sales to end users of products 1-12 (complete ball bearings), *** accounted for *** percent of the sales
data by quantity and *** percent by value. For sales to distributors of products 1-12, *** accounted for *** percent
of the sales data by quantity and *** percent by value. Calculated from *** Questionnaire Responses and CR/PR at
Tables V-1-V-17.

125 Domestic producers lost sales of *** million units on products 1, 3, 5, 7, 8, 9, 11, and 12 between 2000 and
2002. ABMA Posthearing Brief at Exh. 3. Total shipments of domestically produced complete ball bearings fell by
81.069 million units between 2000 and 2002. Calculated from CR/PR at Table C-1-A. Thus, the reported loss in
sales volume on products 1-12 is equivalent to *** percent of the total loss in complete ball bearing shipments, even
though those products accounted for *** percent of all shipments of domestically produced ball bearmgs over the
POI. ABMA Posthearing Brief at Exh. 3 and CR/PR at Table C-1-A.

126 CR/PR at Table V-20.

127 CR/PR at Tables V-1 (product 1 to end users); V-9 (product 8 to end users); V-8 (product 7 to distributors);
and V-17 (product 12 to distributors).

122 ABMA Final Comments at Exh. 3. ABMA estimates that the weighted-average price for complete ball
bearings in 2002 was only *** percent lower than in 2000. Id.

122 ABMA Final Comments at Exh. 3.
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products for which no sales of subject imports were reported. Domestic prices for sales of products 13,
14, and 15 all declined although no subject import sales were reported during the POL'*°

Moreover, there is no clear nexus between underselling and loss of domestic sales. Domestic
sales quantities fell similarly both for products where subject imports undersold the domestic like
product and for products for which there were no reported sales of subject imports.”*! These
considerations serve to reduce the significance of the observed underselling. Additionally, the confirmed
allegations of domestic sales and revenues lost to subject imports over the POI are insignificant,
amounting to less than *** of the value of domestic producers’ commercial shipments over the period.'*?

The record also does not support a conclusion that subject imports suppressed or depressed
prices for the domestic like product to a significant degree. There is no consistent correlation between
the presence of subject imports and the erosion of prices for the domestic like product. For several
products where there was competition from the subject imports, prices for the domestic like product
actually rose during the POL'*> We are mindful of petitioner’s argument that such increases in prices
were caused by the loss of volume discounts as large-volume sales were lost to subject imports, leaving
higher prices for smaller sales volumes.** However, there were few product categories in which subject
imports gained significant sales, indicating that these sales were not being lost to subject imports on price
competition. For example, for product 3 to end users,"* product 5 to end users,"*® product 7 to
distributors,'*” and product 11 to end users,'*® sales volume for both the domestic like product and subject
imports fell over the POI. The price reported for end-user purchases of domestically produced product 1
rose by *** percent between the first quarter of 2000 and the fourth quarter of 2002, and sales fell by ***
percent, or by *** million units. Sales of the subject imports rose by only *** units."**

We acknowledge that there were some products as to which there were declines in prices for the
domestic like product coincident with underselling by subject imports. These include sales to end users

1% CR/PR at Tables V-10, V-13, and V-18. We have examined certain price data published by the Bureau of
Labor Statistics. These data show that, from 2000 to 2002: (1) prices for unmounted ball bearings fluctuated but
ultimately remained at a similar level; (2) prices for radial ball bearings fell approximately 10 percent; and (3) prices
for other types of antifriction bearings generally rose by varying amounts. CR at Figures V-37 and V-38. The
ABMA and Timken argue that the fact that only radial ball bearing prices fell, and that radial bearings account for
*** subject imports from China, indicates that subject imports depressed domestic prices. ABMA Posthearing Brief
at Response to Question 3, p.7; Timken Final Comments at 7. We do not reach such a conclusion in the absence of
significant information on market conditions pertaining to the other types of antifriction bearings. Moreover, the fact
that domestic prices for certain pricing products (e.g., products 13, 14, 15) fell despite no reported subject import
sales in those categories would tend to support the opposite conclusion; namely, that factors other than subject
imports were affecting prices.

131 CR/PR at Tables V-10, V-13, and V-18.

132 CR at V-45-V-56 and Tables V-21 and V-22; PR at V-21 and Tables V-21 and V-22. Additional allegations
regarding potential lost sales and lost revenues were submitted by Timken on March 24, 2003. We have not relied
on those allegations in reaching our determination, as they involved sales or revenues not yet lost at the time the
allegations were presented, involved losses that would, in any case, have occurred outside the POI, and were
submitted too late to be investigated.

133 See CR/PR at Tables V-1 and V-15.
133 ABMA Prehearing Brief at 41.

135 CR/PR at Table V-4.

136 CR/PR at Table V-6.

137 CR/PR at Table V-8.

138 CR/PR at Table V-14.

139 Calculated from CR/PR at Table V-1.
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for products 3, 5,7, 9, 11, and 12. As previously discussed, however, for three of these products
(products 3, 5, and 11), the subject imports lost sales as well. Moreover, any revenue losses to the
domestic industry indicated by the product-specific data were modest in light of the size of the ball
bearing market. Had the domestic industry maintained the same price and the same market share in 2002
as it had commanded in 2000 for products 1, 3, 5, 7, 8,9, 11, and 12 sold to end users, the increase in
revenue would have been less than $*** million.'*° The domestic industry’s commercial sales in 2002
were $1.734 billion."*!

The declines in prices and volume shown by the pricing data occurred when other market
conditions would have resulted in price declines as well. Apparent domestic consumption contracted
throughout the POI, and that loss of demand would have exerted a downward effect on prices. The effect
of price-de-escalation clauses in domestic producers’ high-volume contracts is difficult to estimate, but
may also have been a source of downward pressure on prices, especially for high-volume products sold to
end users. In light of these other factors, the lack of a correlation between subject import competition
and domestic price movements, and the small volumes of subject imports at issue, we do not find that
subject imports suppressed or depressed prices for the domestic like product to a significant degree.
Thus, notwithstanding the underselling observed, we conclude that subject imports did not have
significant price effects.

D. Impact of the Subject Imports

In examining the impact of the subject imports on the domestic industry, we consider all relevant
economic factors that bear on the state of the industry in the United States.'*?> These factors include
output, sales, inventories, capacity utilization, market share, employment, wages, productivity, profits,
cash flow, return on investment, ability to raise capital, and research and development. No single factor
is dispositive and all relevant factors are considered “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”'** '

140 These eight products were singled out by ABMA as illustrating the price effects of subject imports. ABMA
Final Comments at Exh. 3.

141 CR/PR at Table VI-1. To obtain the 2000 market share, the domestic industry would have had to produce ***
million additional bearings. Thus, the additional revenue would not have translated into an equivalent increase in
operating profits once the cost of producing the additional bearings was taken into account.

12 19 U.S.C. § 1677(7)(C)(iii). See also SAA at 851, 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” Id. at 885.).

4319 U.S.C. § 1677(7)(C)(iii). See also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos. 701-
TA-386, 731-TA-812-813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25 n.148.

144 The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.S.C. § 1677(7)(C)(iii) (V). Inits final
determinations, Commerce found the following dumping margins: 7.22 percent for Wanxiang Group Corp.;

8.33 percent for Xinchang Peer Bearing Co., Ltd; 7.80 percent for all other responding firms; and a PRC-wide rate
of 59.30 percent. 68 Fed. Reg. 10685 (Mar. 6, 2003). Commerce issued a final determination of a de minimis
margin of 0.59 percent for Ningbo Cixing Group Corp. Id.
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The domestic industry remained profitable throughout the POL'** Operating income as a
percentage of net sales was *** percent in 2002, although it was down from *** percent in 2000.'¢ 47
Some erosion in the position of the domestic industry occurred over the POI. Shipments for all bearings
declined, whether measured by value or by quantity, as did net sales.'*® Capacity utilization rates
declined.'”® The number of production and related workers declined, as did hours worked and total
wages paid, although hourly wages increased.'® Productivity also fell."!

Not all performance and financial indicators for the U.S. industry declined throughout the POL
The market share held by domestic producers, production capacity for complete ball bearings, and unit
values of domestic shipments all increased over the period, as did the value of domestic producers’
shipments between 2001 and 2002.'%

- Total capital expenditures fell during the POI, but five of the 20 reporting producers incurred
substantial amounts of capital expenditures during each year of the POL"*® Expenditures on research and
development declined over the POI but were somewhat higher in 2002 than in 2001."** Additionally, a
significant number of firms, including not only ***, but also ***, answered in the negative when asked if
the firm had experienced any actual negative effects on its return on its investment or its growth,

143 Separate financial data for open market transactions and captive production were not available.

16 Our conclusion about the domestic industry as a whole is buttressed by evidence regarding particular firms.
Between 2000 and 2002, the domestic industry’s operating income declined by $*** million. CR/PR at Table VI-2.
*** alone accounted for *** percent of that decline. CR/PR at Table VI-2. Yet *** compete extensively with
subject imports from China. The domestic production of *** is concentrated in ball bearings with *** ABEC ratings
and in sales to the ***; these are markets that are essentially closed to subject imports. *** Producer Questionnaire at
II-9; CR/PR at Table IV-17; ABMA Posthearing Brief at Response to Question 2, p.10. The domestic production of
*** is dedicated to the ***, another sector wherein subject imports have gained little market share; additionally, a
significant portion of ***. *** Producer Questionnaire at II-9, I1-25, IV-C; CR/PR at Table IV-17. These significant
~ losses in operating income by producers who receive little or no competition from subject imports indicate that the
declines were caused by other conditions in the market. See also CR at D-3 and D-5, PR at D-3-D-4.

147 CR/PR at Table VI-2.

We note that we have based our determination on the state of the domestic industry without taking into
account funds disbursed to some members of the domestic industry under the Continued Dumping and Subsidies
Offset Act (19 U.S.C. § 1675c) (CDSOA). These funds were not reflected in the financial data reported by the
domestic industry. Timken Posthearing Brief at Exhibit 1, Affidavit of ***, p.2. However, we note that ***, Id.
We take no position at this time as to whether the exclusion of such funds from the data reported to the Commission
Wwas proper.

148 CR/PR at Table C-4-A.

149 CR/PR at Tables I1I-2-11I-4. Capacity utilization rates for complete ball bearings fell from 70.9 percent in
2000 to 54.9 percent in 2002; capacity utilization rates for ball bearing balls fell from *** percent in 2000 to ***
percent in 2002 despite a *** percent reduction in capacity; and capacity utilization rates for other ball bearing parts
fell from *** percent in 2000 to *** percent in 2002, although the 2002 rate was marginally higher than the 2001
rate. Id.

150 CR/PR at Table III-2-111-4.

151 CR/PR at Table ITI-2-111-4.

132 CR/PR at Tables C-1-A and C-4-A.
1533 CR at VI-6, PR at VI-3.

134 CR/PR at Table VI-3.
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investment, ability to raise capital, existing development and production efforts, or the scale of capital
investments, as a result of subject imports.'**

The current decline in the performance of the domestic industry has occurred during a period of
reduced demand. Indeed, the drop in apparent domestic consumption, at 10.0 percent, was sharper than
the decline in the value of domestic shipments, which declined by only 8.0 percent during the same time
period.'” The domestic industry did not lose market share to subject imports, but rather gained market
share.'”” The increase in the market share held by subject imports over the POI was less than ***.!** The
total increase in the value of subject imports of complete ball bearings, ball bearing balls, and other ball
bearing parts was equivalent to only *** percent of the decline in the total value of domestic shipments
during the POL'”® Subject imports did not have a significant negative effect on the price received for the
domestic like product.

We already have found that neither the volume nor the increase in volume of subject imports was
significant and that subject imports did not have a significant effect on the price of the domestic like
product. In light of those findings, we do not find that subject imports have had a significant adverse
impact on the domestic industry producing the domestic like product.

Respondents have argued that subject imports could not be a source of harm to the domestic
industry because subject imports and the domestic like product are sold into different, and non-
overlapping, segments of the market. As we discussed above, however, the evidence gathered in this
investigation does not wholly support that argument, and the evidence on the record supports a
conclusion that subject imports and the domestic like product do compete in some sectors for some
business.'® Consequently, we do not base our determination on a finding of significant market
segmentation.

Rather, we find that the impact of subject imports on the domestic industry has not been
significant in light of the modest increase in volume and lack of significant effects on price. We
therefore find that there is no material injury to the domestic injury by reason of the subject imports.

Iv. NO THREAT OF MATERIAL INJURY BY REASON OF SUBJECT IMPORTS

Section 771(7)(F) of the Act directs the Commission to determine whether the U.S. industry is
threatened with material injury by reason of the subject imports by analyzing whether “further dumped or
subsidized imports are imminent and whether material injury by reason of imports would occur unless an
order is issued or a suspension agreement is accepted.”'® The Commission may not make such a
determination “on the basis of mere conjecture or supposition,” and considers the threat factors “as a
whole” in making its determination whether dumped or subsidized imports are imminent and whether

155 CR at D-3-D-4, PR at D-3.
156 CR/PR at Table C-4-A.

157 CR/PR at Table C-4-A.

158 CR/PR at Table C-4-A.

159 CR/PR at Table C-4-A.

160 See section I11.A.3.d. supra.
16119 U.S.C. § 1677(7)(F)(ii).
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material injury by reason of subject imports would occur unless an order is issued.'®> In making our
determination, we consider all statutory threat factors that are relevant to this investigation.'®®

We already have found that the volume and the increase in the volume of subject imports over
the POI were not significant and did not significantly affect the domestic industry. The market share held
by subject imports increased by less than *** over the POI, and domestic producers gained market
share.'® The record evidence indicates that an increase in subject import volume significantly larger
than the modest increases experienced during the POI is not likely within the imminent future. All
subject ball bearing imports, including complete ball bearings, ball bearing balls, and other ball bearing
parts, increased by *** percent between 2000 and 2001 and by *** percent between 2001 and 2002.'¢*
During that time period, subject foreign producers reportedly operated at high rates of capacity utilization
and devoted a significant portion of their exports to markets other than the United States.!®® The Chinese
producers that responded to our questionnaires likely do not represent the entire Chinese industry
producing ball bearings.'®” Unreported capacity presumably existed during the entire POI, but did not
lead to a significant volume of subject imports or significant negative price effects. We have no basis to
conclude that this situation will change in the imminent future. No party claims that other antifriction
bearing capacity in China can be converted to production of the subject imports within the near future.

No party disputes that economic growth within China has been robust in recent years and is
likely to continue to be so in the near future. Subject producers in China directed approximately
*** percent of their shipments of complete ball bearings to the home market during the POI, along with
65 percent or more of shipments of ball bearing balls.'®® The growing home market is likely to demand at
least as large a share of China’s domestic production in the imminent future.

The vast majority of responding purchasers did not indicate that they were considering increased
purchases of imports from China for contracts that expire in 2003. *** large ball bearing purchasers
(***) indicated that they were examining imports from China, along with non-subject imports in two of
the three cases, for contracts that expire in 2003.'®® The fact that these companies may increase
purchases of subject imports is not a sufficient basis for us to conclude that an increase in subject imports
that is significant in the context of the ball bearing market as a whole is imminent.

As discussed above, at their current volume levels, subject imports did not have significant price-
depressing or -suppressing effects on the domestic like product during the POI. Because we do not
believe that there is a likelihood of substantially increased import volumes, we conclude it is likely that
the subject imports will continue not to have significant price effects in the imminent future.

192 19 U.S.C. § 1677(7)(F)(ii).

1% 19 U.S.C. § 1677(7)(F)(i). These factors include: any existing unused production capacity or imminent,
substantial increase in production capacity in the exporting country; a significant rate of increase of the volume or
market penetration of imports of the subject merchandise indicating the likelihood of substantially increased imports;
whether imports of the subject merchandise are entering at prices that are likely to have a significant depressing or
suppressing effect on the domestic prices and are likely to increase demand for further imports; inventories of the
subject merchandise; the potential for product shifting; and the actual and potential negative effects on the existing
development and production efforts of the domestic industry. 19 U.S.C. § 1677(7)(F)(i). Statutory threat factor (I)
is inapplicable, as no countervailable subsidies are involved, and statutory threat factor (VII) is inapplicable, as no
imports of agricultural products are involved. Id.

14 CR/PR at Table C-4-A.

16 CR/PR at Table C-4-A.

16 CR/PR at Tables VII-1-A (complete ball bearings) and VII-2 (ball bearing parts).
1" Timken Prehearing Brief at Vol. I, pp.38-43.

1% CR/PR at Tables VII-1-A (complete ball bearings) and VII-2 (ball bearing parts).
19 Timken Prehearing Brief, Vol. I at 44-45.
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Inventories of complete ball bearings held by producers in China have not grown significantly
over the POI, and inventories held by importers in the United States at the end of 2002 were at the lowest
level of the POL!™ Consequently, inventory levels do not support an affirmative threat determination.'”

Imports of single-row radial ball bearings from China are subject to antidumping and
countervailing duties in Argentina, and a final-phase investigation regarding dumping of ball bearings up
to 50 mm in bore diameter from China is underway in India, but these do not appear to be major export
markets for ball bearings from China.'”

As we noted above, the domestic industry has remained profitable despite a drop in overall
apparent domestic consumption, driven by general economic contraction. We do not find the domestic
industry to be vulnerable to threat of material injury by reason of subject imports. The market for ball
bearings in the United States remains a large one, and, after two years of economic contraction and
increased subject imports, the domestic industry at the end of the POI accounted for a higher share of
apparent domestic consumption than it did at the outset of the POL. We find that the domestic industry is
not threatened with material injury by reason of subject imports.

CONCLUSION
For the foregoing reasons, we determine that an industry in the United States is not materially

injured or threatened with material injury by reason of imports of ball bearings and parts thereof from
China that are sold in the United States at less than fair value.

170 CR/PR at Tables VII-1-A and VII-3.
119 U.S.C. § 1677(DE)H)(V).

172 CR at VII-11-VII-12, PR at VII-8-VII-9. Neither order or investigation apparently covers the full scope of
items subject to this investigation. Id.
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PART I: INTRODUCTION

BACKGROUND

This investigation results from a petition filed by the American Bearing Manufacturers
Association, Washington, DC, on February 13, 2002, alleging that an industry in the United States is
materially injured and threatened with material injury by reason of less-than-fair-value (LTFV) imports
of certain ball bearings' from China. Information relating to the background of the investigation is
provided below.?

Date Action

February 13,2002 .. Petition filed with Commerce and the Commission; institution of Commission
investigation

April3 ........... Commerce’s notice of initiation

April29 .......... Commission’s preliminary determination

October 15 ........ Commerce’s preliminary determination (67 FR 63609);* scheduling of

final phase of Commission investigation (67 FR 65142, October 23, 2002)
February 26,2003 .. Date of Commerce’s final determination (68 FR 10685, March 6, 2003)

March6 .......... Date of the Commission’s hearing*
April3 ........... Date of the Commission’s vote
April21 .......... Commission determination transmitted to Commerce

! The scope of the investigation includes all antifriction bearings, regardless of size, precision grade, or use, that
employ balls as the rolling element (whether ground or unground) and parts thereof (inner ring, outer ring, cage,
balls, seals, shields, etc.) that are produced in China. Imports of these products are classified under the following
categories: antifriction balls, ball bearings with integral shafts and parts thereof, ball bearings (including thrust,
angular contact, and radial ball bearings) and parts thereof, and housed or mounted ball bearing units and parts
thereof. The scope includes ball bearing type pillow blocks and parts thereof; and wheel hub units incorporating
balls as the rolling element. With regard to finished parts, all such parts are included in the scope of the petition.
With regard to unfinished parts, such parts are included if (1) they have been heat-treated or (2) heat treatment is not
required to be performed on the part. Thus, the only unfinished parts that are not covered by the petition are those
that will be subject to heat treatment after importation. Also excluded from the scope are cylindrical roller bearings,
mounted or unmounted, and parts thereof (CRB) and spherical plain bearings, mounted and unmounted, and parts
thereof (SPB). CRB products include all antifriction bearings that employ cylindrical rollers as the rolling element.
SPB products include all spherical plain bearings that employ a spherically shaped sliding element and include
spherical plain rod ends. :

Imports of the subject products are classified under the following Harmonized Tariff Schedule of the United
States (HTS) subheadings: 3926.90.45, 4016.93.00, 4016.93.10, 4016.93.50, 6909.19.50, 8431.20.00, 8431.39.00,
8482.10.10, 8482.10.50, 8482.80.00, 8482.91.00, 8482.99.05, 8482.99.25, 8482.99.35, 8482.99.65, 8483.20.40,
8483.20.80, 8483.30.40, 8483.30.80, 8483.50.90, 8483.90.20, 8483.90.30, 8483.90.70, 8708.50.50, 8708.60.50,
8708.60.80, 8708.70.60, 8708.93.30, 8708.93.60, 8708.93.75, 8708.99.06, 8708.99.31, 8708.99.40, 8708.99.49,
8708.99.58, 8708.99.80, 8803.10.00, 8803.20.00, 8803.30.00, 8803.90.30, and 8803.90.90.

2 Federal Register notices cited in the tabulation are presented in app. A.

? On February 28, 2003, Commerce issued a final determination with LTFV margins (in percent ad valorem) as
follows: 8.33 percent (Zhejiang Xinchang Peer Bearing Co., Ltd.), 7.80 percent (45 firms), 0.59 percent (de minimis)
(Ningbo Cixing Group Corp.), 7.22 percent (Wanxiang Group Corp.), and a PRC-wide rate of 59.30 percent
(68 FR 10685, Mar. 6, 2003).

* A list of witnesses that appeared at the hearing is presented in app. B.
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SUMMARY DATA

A summary of data collected in the investigation is presented in appendix C, tables C-1-C-7.
Tables C-1 and C-1-A’ present data on complete ball bearings, table C-2 presents data on ball bearing
balls, table C-3 presents data on ball bearing parts other than balls, table C-4 and C-4-A presents data on
all ball bearings and parts of ball bearings. In addition, table C-5 presents detailed data on U.S.
producers’ and importers’ commercial shipments, table C-6 presents detailed data on U.S. producers’ and
importers’ internal consumption/company transfers, and table C-7 presents data on U.S. producers’ and
importers’ shipments to end-user sectors. Except as noted, U.S. industry data are based on questionnaire
responses. U.S. imports are based on questionnaire responses and official Commerce statistics.

PREVIOUS AND RELATED INVESTIGATIONS

On March 31, 1988, a petition was filed by counsel on behalf of the Torrington Co. alleging that
imports of ball bearings and other antifriction bearings from Singapore and Thailand were being
subsidized by the Governments of Singapore and Thailand. The petition further alleged that imports of
ball bearings and other antifriction bearings from France, Germany, Italy, Japan, Romania, Singapore,
Sweden, Thailand, and the United Kingdom were being sold in the United States at LTFV. On October
13, 1988, and November 9, 1988, the Commission instituted final countervailing and antidumping duty
investigations. The Commission determined that a domestic industry producing ball bearings was
materially injured by reason of LTFV imports from France, Germany, Italy, Japan, Romania, Singapore,
Sweden, and the United Kingdom. Commerce published the antidumping duty orders on these ball
bearings on May 15, 1989.°

On April 1, 1999, the Commission instituted reviews to determine whether revocation of the
antidumping duty orders on certain ball bearings and parts thereof from France, Germany, Italy, Japan,
Romania, Singapore, Sweden, and the United Kingdom would likely lead to the continuation or
recurrence of material injury to a domestic industry.” On June 22, 2000, the Commission determined that
revocation of the antidumping duty orders on the subject ball bearings and parts thereof from France,
Germany, Italy, Japan, Singapore, and the United Kingdom would be likely to lead to continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time.®
On that same date, the Commission determined that revocation of the antidumping duty orders on ball
bearings and parts thereof from Romania and Sweden would not be likely to lead to continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time. In
the course of the review investigations, the Commission found one domestic like product consisting of all
subject ball bearings and parts thereof and one domestic industry consisting of all domestic producers of
such ball bearings and parts thereof.’

5 Table C-1 uses questionnaire data for import shipments and table C-1-A uses official Commerce statistics for
imports. Throughout this report tables with “A” use official Commerce statistics for imports unless otherwise noted.

¢ The Commission also found that a domestic industry was materially injured by reason of subsidized and LTFV
imports of ball bearings from Singapore and subsidized imports of ball bearings from Thailand. Commerce
published the countervailing duty order on Singapore and the countervailing duty and antidumping duty orders on
Thailand in May 1989, but later revoked the orders.

764 FR 15783.
¥ 65 FR 39925 (June 28, 2000).

® Postconference brief of petitioner, pp. 12-13, citing Certain Bearings from China, France, Germany, Hungary,
Italy, Japan, Romania, Singapore, Sweden, and the United Kingdom, Investigations Nos. AA1921-143, 731-TA-
(continued...)
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THE SUBJECT PRODUCT

For purposes of this investigation, ball bearings and parts thereof, whether mounted or
unmounted, are generally defined as antifriction bearings that employ balls as the rolling element. The
scope encompasses antifriction balls; inner and outer races; both ground and unground ball bearings
(including radial, thrust, and angular contact ball bearings) and parts thereof; ball bearings with integral
shafts; ball bearing type pillow blocks and parts thereof; ball bearing type flange, take-up, cartridge, and
hanger units and parts thereof; and wheel hub units incorporating balls as the rolling element. All
finished parts are included within the scope of the investigation; however, unfinished parts are included
only if they have been heat-treated, or if heat treatment is not required to be performed on the part. This
definition of the scope is consistent with that of previous investigations on ball bearings and that of the
petition underlying this investigation. Figure I-1 shows cut-aways of typical radial ball bearings and
components.

Figure 11
Ball bearings: Typical radial ball bearing and its components
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Source: The Timken Co.
U.S. Tariff Treatment

The general tariff rate for assembled ball bearings with integral shafts is 2.4 percent ad valorem;
the general rate for other ball bearings is 9 percent ad valorem. Imports of combination bearings
containing balls receive a general duty rate of 5.8 percent ad valorem. The general rates for balls, inner
and outer rings, and other parts of ball bearings range from 4.4 percent to 9.9 percent ad valorem.
Housed ball bearings are subject to a rate of 4.5 percent ad valorem. The duty rates were reduced in
stages from 1995 to 1999 and are not scheduled for further reductions. The general duty rates for
additional parts and products containing ball bearings (including parts of vehicles) range from free to
5.5 percent ad valorem.

?{...continued)
341, 731-TA-343 through 345, 731-TA-391 through 397, and 731-TA-399 (Review), USITC Pub. 3309, June 2000,
Vol. L
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Product Description

The function of an antifriction bearing is to reduce friction between moving and fixed parts and
thereby enable easier, faster motion. Bearings consist of a few major components:'® an outer ring or
outer race, an inner ring or inner race, a series of balls or roller elements that fit into the opening in a
separator cage, and a separator or cage that keeps the balls or rollers equally distributed around the races.
The inner ring and outer ring rotate with respect to each other, separated by the rolling elements, which
support the load. Bearings normally are equipped with one of two types of rolling elements - balls or
rollers.

Ball bearings are often preferred over roller bearings when speed is a more important factor than
load-carrying capacity. They can withstand fairly high speeds because there is less contact between the
rolling balls and the inner and outer rings than there would be with a roller bearing. Ball bearings are
designed to carry radial or thrust loads, or a combination of the two. They are classified by a number of
geometric configurations including single row, double row, self-aligning, and angular contact.

Manufacturing Process

There are four major steps in the production of most antifriction bearings: green machining, heat
treatment, finishing, and assembly and inspection. Special bearing grade alloy steel in the form of
seamless tubing is the raw material utilized in the production of most inner and outer rings. Alloy wire,
in the form of coils, is the base material for ball and roller manufacture. There is a generally accepted
minimum industry standard for steel utilized in bearings production; however, the raw material used by
most bearing manufacturers exceeds this standard in quality. The production processes described below
generally apply to the manufacture of all types of bearings. However, because of the strict specification
requirements applied to precision and super-precision bearings,'! production of these products often
involves greater inspection and the use of clean rooms to control particle and humidity levels during the
manufacturing process. '

The first step in the process of bearings production—green machining—refers to the machining
operations performed on the raw material prior to heat treatment. For inner and outer rings, the steel
tubing is machined on single or multiple screw machines. When the desired contour and shape is
achieved, the inner or outer ring is sheared off the end of the tube. Green machining the inner ring
involves more steps because of the complexity of the design and function of this component. The
machined components are then inspected and gauged to ensure adherence to the prescribed
specifications. The green machining of balls begins when coil wire is fed into a cold header machine,
where the wire is cut into blanks and pressed into balls between hemispherical dies. The balls are then
ground to attain a uniform spherical shape.

Following the green machining process, bearing components are heat-treated to ensure durability,
hardness, and shock resistance. The first step in this process, carburization, heats the green-machined

191t is generally the case that bearings contain all of the stated elements; however, not every product classified as
a complete antifriction bearing requires all four components.

1 Precision and superprecision bearings are manufactured to higher tolerances than non-precision bearings.
ABEC (Annular Bearing Engineering Committee) tolerances pertain to ball bearings, while RBEC (Roller Bearing
Engineering Committee) tolerances pertain to roller bearings. Tolerance classes are 1, 3, 5, 7, and 9 (higher
numbered classes correspond to higher tolerances); these classes define the minimum and maximum manufacturing
ranges for bearings (for example, such tolerances govern the allowable variation limits on bore size, diameter, width,
and thickness as well as other error limitations). Bearings that are manufactured to higher tolerances provide greater
running accuracy and have a higher speed capability. A common use for such bearings is in machine tool spindle
units.
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components in a carbon-rich atmosphere to impregnate carbon into the surface of the product. The
components are then “quenched” or immersed in an oil bath. After quenching, the carbonized outside
case becomes very hard, whereas the lower carbon core remains comparatively soft. The highly
carbonized outer layer ensures that the roller contact surfaces will be hard and wear-resistant, while the
softer core enables the bearing to absorb shocks more easily.

The next stage of heat treatment is applicable in the manufacture of all steel bearing parts, with
the exception of cages.'> The components are placed in a hardening furnace and heated to very high
temperatures for an extended period of time. This process permanently fixes the carbon in the bearing
component. The components are then placed in a stamping die for reshaping, as the heating process
distorts their size, and are quenched once more in an oil bath.

The third phase of production is finishing. This process consists mainly of a series of grinding
and honing operations to ensure that the components are sized to the required precise tolerances and
polished to ensure the smoothest possible rolling surface. Grinding is performed in a series of steps
wherein the width, outside diameter, and bore of the inner and outer rings are shaped. Honing involves
the polishing of the inside diameter of the outer ring and the outside diameter of the inner ring.

Balls are finished somewhat differently than are the inner and outer rings. Heat-treated balls are
fed into grinding and finishing machines, which grind the balls to a uniform size and finish each sphere
to the correct dimensions, shape, and outside surface. The balls are inspected for size, form, and surface
finish, then packed for shipment or incorporation in the assembly process.

After the finishing process, the bearings are assembled. Cages are mounted on an assembly nest
and the balls or rollers are placed in the openings or pockets of the cage. The inner ring is then inserted
into the middle of the cage. The inner and outer ring assemblies are then demagnetized, inspected,
slushed with a protective anti-rust solution, and packaged for shipment.

DOMESTIC LIKE PRODUCT ISSUES

The petitioner argues that all ball bearings and parts thereof constitute a single like product with
respect to the subject imports from China. It bases this conclusion on previous Commission findings,
including the June 2000 sunset review in which “the Commission reaffirmed its longstanding position
that ball bearings and parts thereof are a single domestic like product.”’® Additionally, petitioners
support the exclusion of so-called “green parts” (non-heat-treated parts that will be subject to heat
treatment after importation) from the domestic like product definition, and support the Commission’s
decision in the preliminary phase to include unground ball bearings under the like product category, as
both ground and unground bearings share similar physical characteristics, manufacturing processes, end
uses, and conditions of competition.'

Respondents do not challenge the inclusion of unground ball bearings under the like product
definition. However, respondents feel that green parts that will be subject to heat treatment after
importation should be included within the definition of the domestic like product, even though

12 Cages are manufactured from cold-rolled strip steel. The steel is fed into a press, which blanks and pierces the
material to form a finished cage. The cages are then surface-treated and cleaned before incorporation into the
assembly process.

13 Prehearing brief of petitioner, p. 5, citing Certain Bearings from China, France, Germany, Hungary, Italy,
Japan, Romania, Singapore, Sweden, and the United Kingdom, Investigations Nos. AA1921-143, 731-TA-341, 731-
TA-343 through 345, 731-TA-391 through 397, and 731-TA-399 (Review), USITC Pub. 3309, June 2000, p. BB-I-
24,

14 Prehearing brief of petitioner, pp. 6-8.



Commerce specifically excluded green parts in its final written description of the scope."® If green parts
are to be excluded from the like domestic product category, respondents argue that data on such parts
must be extracted from the import statistics'® in order to avoid overstating the volume of subject imports
and the market share held by Chinese producers.'’

15 Prehearing brief of respondents, p. 4. See also, 68 FR 10685 in app. A.

1 The Commission did not collect data on imports of green parts. Further, it is not possible to collect or separate
official import statistics with respect to green parts. Imports of parts for ball bearings enter the United States
collectively under several HTS subheadings. There are no distinctions for parts requiring heat treatment after
importation, parts that have already been machined or heat treated, or parts that have not been heat treated but do not
require heat treatment following importation.

17 Prehearing brief of respondents, p. 4.



PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET

U.S. CHANNELS OF DISTRIBUTION/MARKET SEGMENTS

The vast majority of U.S.-produced and imported Chinese ball bearings are sold directly to end
users. U.S. producers’ shipments to end users accounted for 98.5 percent of total U.S. shipments in
2000, 98.2 percent in 2001, and 98.3 percent in 2002. Chinese importers’ shipments to end users
accounted for 94.7 percent of total U.S. shipments in 2000, 98.1 percent in 2001, and 99.1 percent in
2002.

Respondents argue that the overwhelming majority of ball bearings made in the United States are
different in terms of type, size, specifications, application and customer from the overwhelming majority
of ball bearings imported from China.! Respondents maintain that ***. By contrast, *** of all ball
bearings produced in the United States are angular, thrust, linear or other non-radial ball bearings.? -
Respondents argue that imports from China are concentrated in smaller commodity-grade ball bearings
(i.e., between 9 mm and 52 mm outside diameter, whereas some U.S. producers produce *** 3
Respondents further argue that ***. Respondents note that the largest end user of U.S. ball bearings is
the automobile industry. Respondents note that the Chinese producer presence in this segment of the ball
bearing market was $*** in 2002 or *** percent. Respondents further report that the ***.* Respondents
report that purchaser questionnaire responses show little overlap of competition between U.S. and
Chinese ball bearings. Respondents further argue that the largest ***° Respondents also maintain that
certification programs, close supplier relationships (i.e., “keiretsu” relationships), and “Buy America”
policies insulate U.S. producers from competition with Chinese suppliers.® Finally, respondents contend
that even in those incidences where there is overlap between Chinese product and domestically produced
ball bearings in terms of size, ABEC tolerance, or end market, such bearings are not identical but vary
greatly with respect to characteristics such as quality, precision, bearing life, heat tolerance, raw
materials and lubricants used, and ultimate application (e.g. bearings for steering columns versus
generation three wheel hub units in the automotive industry).’

Petitioners argue that Chinese manufacturers are producing a wide range of ball bearings of
comparable quality to U.S. products. Petitioners maintain that the Chinese-produced ball bearings satisfy
customer specifications, such as ABEC tolerance; and Chinese-produced ball bearings regularly satisfy
customer qualification standards, including certification for the automotive sector.® Petitioners maintain
that there is a substantial degree of overlap between U.S.-produced and Chinese-made ball bearings by
type, size, and ABEC tolerance.’ Petitioners note that radial ball bearings represent almost 65 percent of
total U.S. shipments in 2002, which is comparable to Chinese imports, for which radial bearings

! Respondents’ prehearing brief, pp. 13 and 29.
? Respondents’ prehearing brief; p. 18.

3 Respondents’ prehearing brief, p. 18.

4 Respondents’ prehearing brief, p. 14.

> Respondents’ prehearing brief, pp. 16 and 29.
¢ Respondents’ prehearing brief, pp. 21-22.

7 See hearing transcript at pp. 171-172, 174-175, and 192; and respondents’ post-hearing brief, pp. 6-7 and
response to question No. 3, pp. 1-2.

8 ABMA prehearing brief, p. 13.
® ABMA prehearing brief, p. 15.



comprise over 84 percent.'® Petitioners argue that for ABEC-rated ball bearings, over *** percent of
shipments for both U.S. and Chinese ball bearings fall within the ABEC 1-3 tolerance category."'
Petitioners also note that by bearing size, shipments of bearings with an outside diameter of 30 mm to
52 mm account for roughly *** U.S. and Chinese total shipments.'?

Petitioners further maintain that Chinese ball bearings compete with U.S. ball bearings in
practically all end-use applications.”® Petitioners note that of the thirteen individual categories of SIC
codes for which the Commission requested data for 2002, there was only one end use for which there is
no overlap between the U.S. and Chinese products—aerospace (SIC Code 372). Petitioners argue that the
data for the other twelve categories reveal that sales of U.S. and Chinese ball bearings overlap
substantially.' Petitioners further maintain that U.S. producers are not insulated from competition with
Chinese producers by certification requirements," “Keiretsu” relationships, or “Buy American”
provisions.'s 7 '® In reply to respondents’ assertion that Chinese and U.S. ball bearings of the same size,
tolerance, and/or end-use market may differ in terms of other characteristics, petitioners and
representatives of the U.S. industry argue that this simply does not apply in the vast majority of cases,
and that Chinese producers actually market their products as being fully interchangeable with U.S. ball
bearings in terms of size, precision, quality, and performance.'” Further, parties in support of relief cite
references that indicate that ***.2°

Responding purchasers’ yearly purchases of complete ball bearings, in value terms, are shown in
table II-1. Purchasers are ranked in descending order based on their 2002 purchases of U.S.-produced
complete ball bearings. Responding purchasers accounted for 40.4 percent of U.S. producers’
commercial shipments of complete ball bearings and 25.2 percent of U.S. imports of Chinese complete
ball bearings during 2000-2002.'

Table II-1
Ball bearings: Responding purchasers’ reported purchases, in value terms ($1,000) by year, 2000-
2002

1© ABMA prehearing brief, p. 15.

' ABMA prehearing brief, p 16. Timken brief, pp. 11-13.

12 ABMA prehearing brief, p. 16. Timken brief, pp. 8-10.

13 ABMA prehearing brief, p. 13.

14 ABMA prehearing brief, pp. 19-22. Timken brief, pp. 13 and 14.
15 ABMA prehearing brief, pp. 23 and 24.

16 ABMA prehearing brief, pp. 24-28.

17 petitioners state that the Buy American Act, as implemented by the Federal Acquisition Regulation Part 25,
requires that “domestic end products” be acquired by U.S. government agencies for public use. However, petitioner
maintains that this restriction is subject to numerous exceptions and limitations that make it possible for ball bearings
manufactured in China to be sold to U.S. government agencies. ABMA prehearing brief, p. 26.

18 U.S. producers estimate that their sales of ball bearings since January 2000 that were subject to “Buy
American” constraints accounted for approximately 8.7 percent of their U.S. commercial shipments. U.S. producer
questionnaire responses.

19 Petitioner’s post-hearing brief, pp. 2 and 4; and Timken post-hearing brief, responses to questions from
Chairman Okun, p. 4.

2 Timken post-hearing brief, responses to questions from Commissioner Miller, pp. 2-3.
21 Hekok
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Captive Consumption

U.S. producers’ internal consumption of complete ball bearings accounted for *** percent of
U.S. producers total U.S. shipments in 2000, *** percent in 2001, and *** percent in 2002. Virtually all
internal consumption was accounted for by ***,

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply
Domestic Supply

Based on available information, U.S. producers of ball bearings are likely to respond to changes
in price with substantial changes in the quantity shipped to the U.S. market. Supply responsiveness is
constrained by U.S. producers’ inability to switch between production of ball bearings and production of
other products. However, large levels of excess capacity, and moderately high levels of inventories and
export shipments suggest greater supply responsiveness.

Industry capacity

U.S. producers’ capacity to produce complete ball bearings increased by 1.3 percent during
2000-2002. U.S. production of complete ball bearings fell by 21.5 percent during 2000-2002. U.S.
producers’ capacity utilization fell from 70.9 percent in 2000 to 54.9 percent in 2002.

Export markets

U.S. producers’ export shipments of complete ball bearings accounted for a moderately high
share of total shipments. The percentage of U.S. producers’ export shipments of ball bearings relative to
their total shipments increased from 8.4 percent in 2000 to 9.5 percent in 2001, then fell to 9.4 percent in
2002.

Inventories

U.S. producers’ inventories of complete ball bearings were relatively high during the period
examined. The ratio of such inventories to total shipments increased from 12.4 percent in 2000 to
18.8 percent in 2002.

Production alternatives

U.S. producers cannot easily switch between production of ball bearings and other products.
Fifteen of 20 responding U.S. producers reported that they do not produce other products on the same
equipment and machinery used in the production of ball bearings. Those producers that reported being
able to produce other products on the same equipment cited products such as roller bearings, stamped
assemblies, washers, metal slugs, and spacers.



Subject Chinese Imports

Subject Chinese producers are likely to respond to changes in price with moderate changes in the
quantity of ball bearings shipped to the U.S. market. The main reasons for subject Chinese producers’
ball bearing supply responsiveness are the existence of substantial alternate markets from which subject
Chinese producers could shift sales and moderately high levels of inventories. Subject Chinese
producers’ lack of excess capacity and inability to shift between production of ball bearings and other
products are constraints on subject Chinese producers’ ball bearing supply response.

Industry capacity

Subject Chinese producers’ capacity to produce complete ball bearings fell by *** percent from
2000 to 2001, then increased by *** percent in 2002. Subject Chinese production of complete ball
bearings fell by *** percent from 2000 to 2001, then increased by *** percent in 2002. Reported subject
Chinese ball bearing capacity utilization was ***,

Alternative markets

Subject Chinese producers’ home market shipments of complete ball bearings fell by *** percent
in 2001, then increased by *** percent in 2002. Subject Chinese producers’ home market shipments
relative to their total shipments fell from *** percent in 2000 to *** percent in 2002. Subject Chinese
producers’ exports to countries other than the United States fell by *** percent in 2001, then increased
by *** percent in 2002. Subject Chinese producers’ exports of ball bearings to countries other than the
United States (relative to their total shipments) fell from *** percent in 2000 to *** percent in 2001, then
increased to *** percent in 2002.

Inventories
Subject Chinese producers held moderately high levels of complete ball bearing inventories
relative to their total shipments during the period of investigation. The ratio of subject Chinese

producers’ inventories to their total shipments rose from *** percent in 2000 to *** percent in 2001, then
fell to *** percent in 2002.

Production alternatives

Most Chinese producers reported that they do not produce other products on the same machinery
and equipment used to produce ball bearings.?

U.S. Demand
Demand Characteristics
The U.S. demand for ball bearings depends on the demand for the products that use ball bearings.
Ball bearings are used in a vast range of products and industries including the automotive, construction,

agriculture, aerospace, steel, paper and natural resource industries, and conveyers and material handling.
The demand for these products tends to follow general economic conditions.
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Most U.S. producers and importers reported that U.S. demand for ball bearings was flat or
decreased during 2000-2002.2 Several U.S. producers reported that demand increased during 2000, but
fell thereafter. Several U.S. producers also reported that auto sector demand has been relatively strong
during the period.* Based on Commission questionnaire responses, apparent U.S. consumption of
complete ball bearings decreased in value by 8.5 percent from $2.4 billion in 2000 to $2.2 billion in
2001, then increased slightly by 0.5 percent in 2002.

Substitute Products

Most U.S. producers reported that, prior to the design stage, other types of bearings can be
substituted for ball bearings. Cited substitute products include tapered roller bearings, needle roller
bearings, fluid bearings, air bearings, magnetic bearings, spherical roller bearings, cylindrical roller
bearings, and bushings. Thirty out of 41 responding importers reported that there are no substitute
products for ball bearings. Those importers that reported substitutes cited products such as bushings,
needle roller bearings, tapered roller bearings, and sleeve bearings as possible substitute products. Forty-
two of the 47 responding purchasers reported that there were no substitutes. The five purchasers that
reported substitutes cited tapered bearings, bushings, and roller bearings.

Cost Share

Ball bearings are used in a wide variety of products and the cost share can vary considerably for
each end use product. In general, however, the cost share for ball bearings accounts for a small
proportion of the cost of the final products in which they are used (although the share of the cost of
intermediate products may be somewhat higher). Some examples of cost shares reported by purchasers
are as follows: exercise equipment- 1 to 6 percent; automotive parts- 1 to 36 percent; vacuum cleaners -
1 percent; and industrial machinery, farm machinery, and construction equipment- 1 to 3 percent.

SUBSTITUTABILITY ISSUES
Comparisons of Domestic Products and Subject and Nonsubject Imports

Lead times reported by U.S. producers varied widely, from same day service for stock items to
6 months for new designs. U.S. producers’ lead times for made to order ball bearings generally ranged
from 4 to 16 weeks. Most Chinese importers reported lead times of 3 to 4 months, although several
reported same day sales from inventory.

Most purchasers reported that they know the manufacturer of the ball bearings they buy and also
know whether they are produced in the United States or are imported. Fifty of 57 purchasers said they
“always” or “usually” are aware of whether the ball bearings they purchase are U.S.-produced or
imported and 48 of 57 said that they “always” or “usually” know the manufacturer of the ball bearings

2 In their prehearing brief, respondents cite statements by petitioners to their shareholders and the press
indicating that the economic downturn has led to declining demand for ball bearings. Respondent’s prehearing brief,
pp- 12-13.

24 Petitioners’ report that data show that the ball and roller bearing sector showed an 8 percent decline during the
period examined. However, some end use sectors showed an increase over the period (e.g., farm machinery and
equipment, light truck, and motor vehicle transmission). Timken’s posthearing brief, answers to Commissioner
Koplan’s questions, p. 1.
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they purchase. Most (41 of 57) purchasers also stated that their buyers are aware of and/or interested in
the country of origin of the goods which they supply them.

Sixteen of 18 responding domestic producers reported that U.S.-produced and imported Chinese
ball bearings are used interchangeably. One domestic producer reported that imported Chinese ball
bearings are generally of lower quality, and the other domestic producer reported that there are no
domestic equivalents made by that producer for the imports from China. Twenty-nine of 42 responding
importers reported that U.S.-produced and imported Chinese ball bearings are used interchangeably. In
general, those importers that reported that U.S.-produced and imported Chinese ball bearings are not used
interchangeably maintained that the imported Chinese ball bearings are of lower quality, or that U.S.
producers do not produce the specific types of bearings they import from China.

Eleven of 19 responding domestic producers reported that there are significant differences in
product characteristics or sales conditions between U.S.-produced and imported Chinese ball bearings.
These domestic producers cited factors such as better and more consistent domestic quality, technical
support, transportation logistics, product range, and dramatically lower Chinese prices.

Thirty-one of 41 responding Chinese importers reported that there are significant differences in
product characteristics or sales conditions between U.S.-produced and imported Chinese ball bearings.
Reported domestic producers’ advantages include: better and more consistent quality, longer product
lifetime, wider product range, better technical and service support, better warranties, shorter lead times,
and easier transportation network. The most often reported Chinese advantage was lower price. In
addition, several importers reported that U.S. producers were unwilling or unable to produce certain
types of ball bearings, and were unwilling to sell in small lot sizes.

Purchase Factors

Purchasers varied on how frequently they purchased bearings, with 19 reporting purchasing
daily, 19 weekly, 9 monthly, 1 yearly, and 7 reporting that the frequency varies. Most purchasers
reported they seldom, rarely, or infrequently changed suppliers. Twenty-two purchasers reported
changes in suppliers in the past 3 years. Price was mentioned as a reason by 11 purchasers; other reasons
(and number of purchasers reporting) were supply issues (1), poor delivery (2), poor customer service
(1), reduced product range (2), quality/performance (3), availability (1), expanded product offering (1),
reduced supply base (1), and the antidumping investigation (1).

When asked to list the three most important factors considered when choosing a supplier, quality
was listed first most frequently, and price was listed second and third most frequently. A number of
other factors were also mentioned by purchasers (table II-2).

Thirty-nine of 56 purchasers require some form of certification or prequalification, with most
requiring it for all their purchases. Twenty-seven firms reported time required to qualify a new supplier,
with times ranging from immediately to 2 years. About two-thirds reported average times of 6 months or
more; about a third reported average times of less than 6 months. Only nine of 51 responding
purchasers reported that one or more suppliers had failed to qualify their ball bearings or had lost their
approved status; seven purchasers named Chinese producers, one named a U.S. producer, and two named
nonsubject country producers (India and Czech Republic).

Purchasers that purchased imported Chinese ball bearings were asked whether the most
competitive alternative to the Chinese ball bearings most often were imports from another foreign source
of supply or domestic ball bearings. Thirty-two of 35 responding purchasers reported that imports from
another source were the most competitive alternative to the Chinese imports.
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Table 1I-2
Ball bearings: Most important factors considered when selecting a supplier

Factor ' First Second Third
Quality 31 13 2
Price/cost/value 9 21 18
Current/contract/related/ .
traditional supplier 8 2 4
Availability 4 7 8
OEM authorized/manufacture
approved 3 1 1
Meeting customer
specifications/customer
request/customer need 2 1 , 1
Delivery/lead time 0 6 5
Vendor reputation/supplier
performance 0 0 3
Service/engineering services 0 0 3
Other! 1 1 7

1 Other includes current need as determined by stocking formulas as first most important factor; scheduled
purchase for second most important factor; and stocking program, location, packaging, minimums, prearranged
pricing, and terms for third most important factor.

Source: Compiled from data submitted in response to Commission questionnaires.

Factors Affecting Purchasing Decisions

Purchasers were asked to report if ball bearings from different countries were used in the same
applications. Most purchasers reported that ball bearings produced in the United States, China, and
nonsubject countries were used in the same applications, with 17 specifically reporting that domestic and
Chinese ball bearings were used in the same applications. Six purchasers reported that Chinese products
were not always used in the same applications as ball bearings from other sources; three noted that
Chinese products could only be used in certain applications such as low-end applications and for repairs,
two noted that the quality of the Chinese product was not as good as that of other sources, and one said
that the Chinese product could not be used in “NAFTA products.” )

Twenty-two of 57 responding purchasers reported that they or their customers sometimes order
ball bearings from one country in particular over other sources of supply. Nine stated they purchase
domestic for some or all of their purchases for various reasons including quality, preference for a
particular U.S. supplier, to support U.S. manufacturers, for government contracts, and sole supplier
agreement. Two said that they or their customers prefer not to buy Chinese because of quality problems;
a third only buys Chinese for low-end applications. However, two said they prefer Chinese product (one
purchaser because of better price and inventory and another said Chinese was better than product from
Thailand). In addition, one purchaser preferred products from Germany for quality reasons, two
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preferred products from Japan for quality reasons, and another preferred product from NAFTA countries.
All responding purchasers agreed that U.S. prices were higher than the prices of Chinese product.

Purchasers were asked to report the importance of 14 factors in their purchase decision and to
make country-by-country comparisons on the same 14 purchase factors (table II-3).

Table 1I-3

Ball bearings: Importance of purchase factors as reported by purchasers and comparisons of U.S.
product with Chinese product and U.S. and Chinese product with nonsubject country product as
reported by purchasers

Importance U.S. vs. China ngﬁgh‘l;?éct n%gg‘:b}!gét
\' S N S c l S Cc | S Cc 1
Factor Number of purchaser responses’

Availability 43 7 0 7 15 1 8 26 1 0 12 2
Delivery terms 19 26 5 7 14 2 4 31 0 1 10 3
Delivery time 31 18 1 8 13 2 5 28 2 1 10 3
Discounts offered 14 21 12 1 10 10 1 28 4 4 8 1
Lowest price 26 22 2 0 1 22 2 20 13 12 1 1

Minimum quantity

requirements 9 31 10 4 15 4 28 3 2

Packaging 13 27 10 9 14 2 33 0 0

Product consistency 44 5 0 11 12 33 1 1
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Product quality 46 4 0 10 12 2 31 2 1

Product range 15 25 10 6 14 4 26 5 1

Reliability of supply 43 7 0 7 14 1 6 27 2 1

Technical

support/service 25 22 3 15 8 0 12 21 2 0 4 10
Transportation

network 12 27 1M1 8 14 0 7 28 0 1 10 3

U.S. transportation
costs 8 29 12 4 16 2 5 30 0 0 12 1

! For nonsubject country comparisons, some purchasers reported differing responses for different nonsubject
countries. Each differing response was counted separately.

Note.—For importance, V=very important, S=somewhat important, N=not important. For the country comparisons,
S = U.S. product is superior<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>