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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC 20436

Investigation No. 731-TA-207 (Preliminary)

CELLULAR MOBILE TELEPHONES AND SUBASSEMBLIES THEREOF FROM JAPAN

Determination

On the basis of the record 1/ developed in this investigation, Chairwoman
Stern and Commissioner Rohr determjne, pursuant to section }33(a) of the
Tariff Act of 1930 (19 U.S.C. Section 1673(a)), that thefe is a reasonable
indication that industries in the United States are materially injured or
threatened with material injury by reason of imports from Japan of cellular
mobile telephone transceivers and cellular mobile telephone control heads and
subassemblies thereof, classified under item 685.29 of the Tariff Schedules of
the United States (TSUS), 2/ which are allegedly being sold in the United
States at less than fair value (LTFV) 3/

Commissioner Eckes and Commissioner Lodwick détermine that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury, by reason of imports from Japan of
cellular mobile telephones and subassemblies thereof, classified under item
685.29 of the Tariff Schedules of the United States (TSUS), which are

allegedly sold at less LTFV. 3/ 4/

Background

On November 5, 1984, counsel for Motorola, Inc., Schaumburg, Illinois,
filed a petiton with the U.S. International Trade Commission and with the
Department Commerce alleging that an industry in the United States is
materially injured, or threatened with material injury, by reason of imports

from Japan of cellular mobile telephones and subassemblies thereof which are

1/ The "record" is defined in Section 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR Section 207.2(i)).

2/ Some of these items may be classified under TSUS item 685.23. !

3/ Vice Chairman Liebeler dissenting.

4/ Commissioner Eckes finds that there is a reasonable indication of
material injury to an industry in the United States and thus does not reach
the isue of reasonable indication of threat of material injury.



allegedly being sold in thé United States at LTFV. Accordingly, effective
November 5, 1984, the Commission instituted a preliminary antidumping
investigation under section 733(a) of the Tariff Act of 1930 (19 U.S.C. §
1673b(a)).

Notice of the Commission's institution of the investigation and the
public conference held in connection tﬁerewith 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 on November 15, 1984 (49 F.R. 45274). All intere#ted parties were
afforded the opportunity to present information to the Commission at the

public conference which was held in Washington, DC, on November 28, 1984.
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VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES,
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

Chairwoman Stern and Commissioner Rohr have determined that there is a
reasonable indication that industries in the United States are materially
injured or threatened with material injury, by reason of imports from Japan of
cellular mobile telephone transceivers and cellular mobile £elephone control
units and subassemblies thereof, which are allegedly sold at less than fair
value (LTFV). 1/

Commissioner Eckes and Commissioner Lodwick have determined that there is
a reasonable indication that an industry in the United States is materially
injured or threatened with material injury, by reason of imports from Japan of
cellular mobile telephones and subassemblies thereof, which are allegedly sold
at less than fair value (LTFV). 2/

In making these preliminary determinations, we have analyzed the
characteristics and uses of cellular mobile telephones and the subassemblies
of these units. The like product issue in this investigation is complex and
in the event of a final investigation, we will explore this issue further.

For the purposes of this preliminary determination, Chairwoman Stern and
Commissioner Rohr have found that there are two like products and two domestic
industries. The like products are cellular mobile telephone transceivers and
subassemblies of transceivers (transceivers) and cellular mobile telephone

control units and subassemblies of control units (control units). The two

1/ Having found a reasonable indication of material injury or threat of
material injury, we do not reach the issue of material retardation of an
industry in the United States. 4

2/ Commissioner Eckes finds that there is a reasonable indication of
material injury to an industry in the United States and thus does not reach
the issue of reasonable indiction of threat of material injury.
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domestic industries are cqmposed of the U.S. producers of transceivers and
control units. Commissioner Eckes and Commissioner Lodwick have found that
there is a single like product consisting of cellular mobile telephones (CMTs)
and that the domestic industry is composed of the U.S. producers of CMTs. Our
differing assessment of the like product and domestic industry issues,
however, does not affect @he outcomé of this investigation, because the data
on the condition of producers of transceivers and control units and causation
of injury are similar.

The analysis of the condition of these industries examines the
competitive situation in the U.S. market for transceivers and control units.
Cellular mobile telephone service has only recently become available in the
United States and the market for cellular system products has expanded rapidly
as the Federal Communications Commission (FCC) apﬁréves cellular systems in
various‘cities. The data indicate that despite the expected increases in
production, shipments, capacity utilization and employment resulting from the
expanding market, the fin#ncial condition of the domestic iﬁdustries has
apparently deteriorated. 3/

Imports have increased rapidly in response to the opening of the U.S.
market and hgve captured a significant portion of domestic consumption of
- transceivers and control units. Moreover, there is some indication of price
depression caused by imports and confirmed lost sales to imported products.

With regard to threat of matefial injury, the volume of imports is

increasing on an accelerated basis. Inventories of both transceivers and

3/ vie have relied on the best information available at the time of the
determination. See 19 U.S.C. § 1673b. We anticipate that additional
information on trends in the market and the nature of various parties'
activities in the United States will be available in the event of a final
investigation.



5

control units are also increasing. Although precise information on Japanese
capacity and production is unavailable at this time, there is some indication
that Japanese producers have substantial capacity available for the production

of transceivers and control units for cellular mobile telephones.

Background

Section 771(4)(A) of the Tariff Aﬁt of 1930 defines the domestic industry
as "the domestic producers as a whole of a like product, or those producers
whose collective output constitutes a major proportion of the total domestic
production of that product.” 4/ The statute defines "like product™ as "a
product that is like, or in the absence of like, most similar in
characteristics and uses with the article subject to investigation." 5/ The
imported merchandise which is the subject of this investigation are cellular
mobile telephones and subassemblies of cellular mobile telephones (CMTs). 6/

In analyzing the question of like product, we have first considered
whether the products produced in the United States are "like" the subject
merchandise and then considered which products are most similar in
characteristics and uses to the subject merchandise. We have examined factors
such as physical appearance, capabilities of the products, channels of
distribution, manufacturing processes, and customer perceptions of the
articles.

Cellular mobile telephones (CMIs) are a form of two-way radio

communication. CMTs are designed for use in motor vehicles and operate in

4/ 19 U.S.C. § 1677(4)(A).

5/ 19 U.S.C. § 1677(10).

6/ 49 Fed. Reg. 47076 (1984). The Department of Commerce (Commerce) notice
explicitly excludes cellular portable telephones which are pocket-size
self-contained units from the scope of this investigation. Id. Chairwoman
Stern and Commissioner Rohr view imports of CMTs as essentially imports of a
transceiver and a control unit.

5
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conjunction with cellular base systems. 7/ Cellular system capacity and
technology distinguish CMT systems from mobile telephone systems that use a

single large base station. 8/

Discussion regarding two domestic industries--transceivers ggg control units

Chairwoman Stern and Commissioner Rohr believe that a "complete" CMT is
in part a marketing concept and that the separate manufacturing processes and
sales of transceivers and control units indicate that transceivers and control
units constitute two products that function together but are different. This
is analogous to the relationship between the CMT and the cellular base
station, for although both components are required for the operation of the
system, they are distinct like products.

CMTs consist of two major parts: (1) the transceiver which performs the
function of transmitting and receiving calls, and (2) the control unit which
is used to dial, speak, and hear a call. 9/ Transceivers and control units,
thus, have different functions in the cellular telephone system. Transceivers
and control units are manufactured separately and with the exception of

testing, are joined only upon installation in a motor vehicle. 10/ Various

1/ Report of the Commission (Report) at A-2. Commerce has also excluded

cellular base stations, cellular base station apparatus, and mobile telephones
_designed for operation on other non-cellular systems from the scope of this
investigation. 49 Fed. Reg. 47077 (1984).

8/ Report at A-2. The products in this investigation are a part of the
complete cellular system. Other components of the cellular system, such as
transceivers for cell-site base stations, were the subject of a recent
Commission investigation and are not included within the scope of this
investigation. See Cell-Site Transceivers and Subassemblies Thereof from
Japan, Inv. No. 731-TA-163 (Final), USITC Pub. No. 1618 (1984) for a detailed
description of cellular transceiving systems and base stations.

9/ Report at A-3. Additional parts consist of an antenna attached to the
transceiver and a multiwire cable connecting the transceiver and control
unit. Id. Transceivers and control units consist of circuit modules, or
subassemblies, which perform specific functions necessary for transceiver or
control unit operation. Id. at A-4.

10/ 1d. at A-3.
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manufacturers' transceivers and control units are interchangeable to a limited
extent. A caller can us; a mixed unit to complete a cellular telephone

call. 11/ Although various‘manufacturers' transceivers and control units may
differ in specific capabilities, we determine that for the purposes of this
preliminary investigation all transceivers and all control -units are
sufficiently similar in function to be considered like products.

Although transceivefs and control units are usually sold together to
end-users, some transceivers and control units are sold separately for
replacement purposes. Indeed, the petitioner Motorola expprts transceivers to
Japan as separate units. 12/ The volume of transceivers manufactured and
shipped differ substantially from the volume of control heads manufactured and
shipped in the United States. 13/ CMT distributors recognize that
transceivers and control units are distinct items énd frequently order

different volumes of transceivers and control units. 14/

11/ The transceiver and control unit must be manufactured to the same
specifications in order to complete a call. Initially, most transceivers and
control units sold or offered for sale in the United States conformed to
(AMPS) specifications and thus could operate together. See Transcript of the
Conference (Tr.) at 73-74. In addition, FCC regulations require that all CMTs
sold in the United States have certain common functional specifications, such
as operating voltage, transmitting power, receiving sensitivity, and frequency
range. Report at A-2.

12/ Tr. at 76.

13/ Report at A-12, Table 4.

14/ With regard to the issue of subassemblies for transceivers and control
units, we find that for the purposes of this preliminary investigation,
subassemblies consisting of completed circuit boards that are dedicated for
use in the respective unit are like that unit. Unlike transceivers and
control units, there is no substantial commercial market for subassemblies.
See Certain Steel Valves and Certain Parts Thereof From Japan, Inv. No.
731-TA-145 (Preliminary), USITC Pub. No. 1446 at 6 n.10 (1983) (parts of
valves same like product as finished product to which dedicated). Moreover,
at this time the Commission does not possess specific data relating to
subassemblies. Thus, even if we found that subassemblies were not like
transceivers or control units, the analysis of the condition of the domestic
industries would remain the same.



Discussion regarding a single domestic industry--CMTs

After examining the characteristics and uses of CMTs and subassemblies
thereof, Commissioner Eckes and Commissioner Lodwick conclude that there is a
single like produét consisting of complete CMTs and subassemblies of CMTs.

CMT transceivers and control units are dedicated for use in a cellular system
and constitute a single functional unit. A CMT transceiver will not operate
without a CMT control unit. 15/ CMT transceivers and control units are most
frequently sold together to end-users and cellular mobile telephone
subscribers view the combination of the transceiver and control as a CMT.
Thus, we find that in this preliminary investigation, the like product is
complete CMTs and the domestic industry consists of U.S. producers of complete

CMTs.

Domestic producers

With regard to the issue of which manufacturers are members of the
domestic industry, the nature and extent of various parties' production
activities in the United States are confidential business information. Thus,
the Commission cannot discuss those activities in detail. The Commission has
examined all of the available data regarding the condition of various
participants in the two domestic industries in making our finding. 1In the
evenl of a final investigation, additional information will be‘developed on
this issue and we expect that some of the current activities may be made

public.

Condition of the domestic industries

Transceivers were first produced for commercial sale in the United States

in 1982. Since that time production, capacity, and capacity utilization have

»1§/ Report at A-2.
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increased substantially as the FCC licensed additional cellular mobile
telephone systems. U.S. production of transceivers increased to 62,472 units
in January-September 1984. 16/ U.S. capacity to produce transceivers
increased to an‘average for the period of 130,000 units in January-September
and production capacity for transceivers is currently approximately 335,000
unils. 17/ Domestic pro@ucers' caﬁacity utilization rate increased to
47.7 percent in January-September 1984. Inventories have increased to
approximately 21.1 percent of shipments for the January-September period. 18/

U.S. producers' shipments follow the same increasing trends as
production. U.S. shipments of domestically produced transceivers increased
during the period of the investigation to 51,442 units and exports of
transceivers also increased substantially. 19/ Concomitant to this increase
in production and shipments, domestic employment anﬁ hours worked have
increased. 20/ Unit labor costs, however, decreased over the period of the
investigation. 21/

Despite these positive indications of an expanding industry, the
financial condition of domestic producers of transceivers and control units

have deteriorated during this expansion. 22/ These difficulties are seen in

16/ Id. at A-9. The majority of the information available on this issue is
~ business confidential. Thus, we must limit our discussion to general trends
and public information.

17/ 1d. at A-10-11, Table 3.

19/ Id. at A-10, A-12, Table 4.

20/ 1d4. at A-13-14, Table 6. Employment and unit labor costs were reported
on an aggregate basis for transceivers and control units. Id.

21/ 1d.

22/ Chairwoman Stern notes that there are important questions about
allocation of expenditures which could not be resolved within the bounds of
this preliminary investigation. Should it return for a final determination,
this issue will be explored more fully.
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the area of operating results. 23/ 1In addition, domestic producers' share of
the Lransceiver market is declining. We find that the poor financial
performance of the domestic transceiver industry during a period of market
volume expansion sufficient to provide a reasonable indication of material
injury to the domestic industries.

The condition of the domestic industry producing control units for CMTs
is similar to the condition of the domestic transceiver industry. The number
of cellular systems that have received FCC approval affects the demand for
this product. Trends for domestic production, capacity, capacity utilization,
and shipments are increasing over the period of the investigation.

U.S. production of control units increased to 51,415 units in
January-September 1984 and capacity to produce control units increased to a
period average of 94,000 units and reached an annual level of approximately
255,000 units. Capacity utilization climbed to 54.7 percent in
January-September 1984. Shipments increased to 40,604 units during this
period. 24/ At the same time, however, inventories also inéreased to
approximately 10,143 units or 25.0 percent of January-September 1984
shipments. 25/

The primary indication that the domestic industry producing control units
is the declining financial performance of the industry. 26/ We find that the

degree of the domestic industry's financial problems considered in light of

23/ Report at A-15-16.
24/ 1d. at A-9-10. Employment and unit labor costs were reported on an
agpregate basis for both transceivers and control units. Id. at A-13-14.

25/ Id. at A-13. :

26/ Chairwoman Stern notes that there are important questions about
allocation of expenditures which could not be resolved within the bounds of
this preliminary investigation. Should it return for a final determination,
this issue will be explored more fully.

10
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market conditions provides a reasonable indication of material injury to the

domestic industry producing control units for cellular mobile telephones.

Reasonable indication of material injury by reason of alleged LTFV imports

In determining whether there is a reasonable indication of material
injury, section 771(7)(B) directs the Commission to consider among other
factors: (1) the volume of imports of the products which are subject to
investigation, (2) the effect of such imports on producers of like products in
the United States, and (3) the impact of such imports on domestic producers of
like products. 27/

In this investigation, Japan accounts for virtually all imports of
transceivers and control units for CMTs. 28/ The level of imports is high and
has been increasing at an accelerating rate. 29/ The absolute volume of
imports of transceivers reached 80,837 units for January-September 1984. This
represents a very substantial portion of domestic consumption of transceivers
for this period.

Similarly, imports of control units have also grown dramatically during
the period of this investigation. The absolute volume of imports of control
unils reached 96,143 units for the period of January-September 1984. This
level of imports represents an even higher percentage of domestic consumption
of control units for the period of January-September 1984 than in the case of
transceivers. 30/

Intense competition with regard to pricing and non-price considerations

characterize these two industries. During the initial stages of the

27/ 19 U.S.C. § 1677(B).

28/ Report at A-18-19, Table 10.
29/ 1d.

30/ 1Id.

11
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deveclopment of the market for transceivers and control units, manufacturers
made sales on the basis of bids. Purchasers recognized that there was intense
competition with regard to these sales and required reverse price protection.
This allowed purch;sers to negotiate lower prices in the event that the
supplier lowered prices in subsequent sales. 31/ A low price quoted by one
manufacturer sets the price thresholﬁ for both future sales and to some extent
existing contracts, thus,ithese markets are highly susceptible to price
suppression.

Price erosion has accelerated as the market for these products has
malured. Purchasers now accept bids over the telephone and order smaller
quanlities for immediate delivery. 32/ This insures maximum flexibility with
regard to price.

The data collected on price trends indicate tha£ prices have declined
substantially during the period of this investigation. A Japanese producer
has cxperienced the largest percentage decline in prices in comparisons of
prices over the period of October-December 1983 to October—Décember 1984. 33/

Another characteristic of the market for transceivers and control units
is the need for manufacturers to increase volume in order to bring costs
down. The domestic industries have experienced this to some extent, however,
the decline in price for transceivers and control units has eliminated any
expected financial gains resulting from cost reductions. 34/ Thus, the
domestic industries have suffered from the rapid decline in prices.

In addition to the evidence of increasing market penetration and price

depression, the Commission was able to confirm some lost sales to Japanese

31/ Id. at A-21-22.
32/ 1d. at A-21.
33/ 1d. at A-32.

34/ See discussion of condition of domestic industries, supra, at.9—11.
12
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imports. Although the volume of these lost sales was less than alleged by the
domestic industry, there are indications that price was a consideration in
some of these lost sales. 35/

We determine that the evidence of increasing import penetration, price
depression, and lost sales provide a reasonable indication of material injury
to Lhe domestic industries producing transceivers and control units by reason

of imports of transceivers and control units from Japan.

Reasonable indication of threat of material injury by reason of imports

With regard to a reasonable indication of a threat of material injury,
the Tariff Act of 1930, as amended by the Trade and Tariff Act of 1984,
provides that the Commission is to consider among other relevant economic
faclors: (1) increases or existing unused capacity in the exporting country
likely to result in a significant increase in imports, (2) any rapid increase
in U.S. market penetration and the likelihood that the penetration will
increase to an injurious level, (3) probability that imports will enter the
United States at levels that will have a depressing or suppressing effect on
domestic prices, (4) any substantial increase in inventories in the
United Stales, (5) under utilized capacity in the exporting country, (6) any
demonstrable adverse trends indicating that imports will be the cause of
actual injury, and (7) the potential for product-shifting. In addition, any
threat of material injury must be real and imminent and not nerely
speculat‘u}e . 36/

We have based our finding on threat of material injury on the best

information available at the time of the determination. This information

~§§/ Report at A-22-25. We expect that additional information on lost sales
will be developed in the event of any final investigation.

36/ Pub. Law. 98-573, § 612 (to be codified at 19 U.S.C. § 1677(F)).
’ 13
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indicates that the level of imports is accelerating. 37/ 1In these young and
rapidly expanding industries market share is particularly significant due to
the importance of production experience to the achievement of cost
reductions. Inventories of Japanese transceivers are at a level of
20.3 percent of imports for the period of January—September'1984. Inventories
of Japanese control unit; are at a ievel of 18.0 percent of imports for that
same period. 38/ Transceivers and/or control units>are produced by at least
15 firms in Japan and 11 of these firms export to the United States. Specific
data on production, capacity and total exports of these firms are not
available in this preliminary investigation. 39/

As previously noted, prices are declining. Thus, all of the available
data on the statutory factors provides a reasonable indication that imports of

transceivers and subassemblies from Japan threaten material injury.

37/ Report at A-18-19, Table 10.

38/ 1d. at A-17.

39/ Id. The potential for product-shifting from production of one of the
like products subject to this investigation or a related product which is
subject to a final antidumping or countervailing duty order is unclear at this
time.

14



Views of Vice Chairman

lL.iebheler

On the basis of the reéord in Investigation No. 731-TA-207
(Freliminary), Cellular Mobile Telephones and Subassemblies
Thereot from Japan, I determine that there is no %easonable
indication that an industry in the United &States is materially
injured, or threatened with material injury., and that there iz no
reasonable indication that the development of an industry in  the
United States is materially retarded, by reason of imports of

cellular mobile telephones and subassemblies thereof from Japan.

Like FProduct a

d Industry

il

Section 771(10) of the Tariff Act of 19301 defines like

product as a "product which is like, or in the absence of like,
mast similar in characteristics and uses with, the article
subjiect to an investigation under this title." For purposes of
this preliminary investigation, I have concluded that there are
two like products: (1) control units and subassemblies thereof
and (2 transceivers and subassemblies thereof. Respondents
argue that subassemblies not found in packaged kits should be
treated as a separate like product. However, unlike some
semi-finished products which can be used outside of their

respective final products, subassemblies appear to be exclusively

15
1. 19 U.8.C. 14677 (1980).
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respective final products, subassemblies appear to be exclusively

used for control units and transceivers.

Several of the respondents analogize subassemblies and the
final products to car partsAand cars, asserting that carburetors
are not like cars. At least one factor distinguishes the instant
like product analysis. A car is not made up of only one type of
part, i.e., all carburetors. Control units and transceivers, on
the other hand, are comprised almost exclusively of subassemblies
and therefore assembling them into control units and transceivers
is relatively inexpensive. 0On the other hand, no individual
class of automotive parts represents a véry high proportion of

the cost of an automobile.

Transcelvers and control units are - dissimilar in
characteristics and uses. While a purchaser of ‘a control unit
might purchase the subassemblies which comprise the control unit,
there is very little chance that a someone in search of a
transceiver would be satisfied with owning a control unit.
Transceivers and control units are complements, not substitutes.
I will of course be open to further argument on this issue in the

event of a final determination.

Section 771 (4) (A) defines domestic industry as "the domestic
producers as a whole of a like product, or those producers whose

collective output of the like product constitutes a major

16
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proportion of the total domestic production of that product."™ I
determine that there are two industries: (1) control units and
subassemblies thereof and (2)  transceivers and subassemblies

thereof.
Material Injury

The legislative history of the Act indicates that the
Commission should consider the developmental stage of the
industry when evaluating claims of material injury.g The
cellular mobile telephone (CMT) industr‘y4 is relatively new.
Virtually ail sales have taken place in 1984. Both domestic and
foreign producers stand ready to serve a dynamic market.
Start—up costé and research and development expendl tures,
however; have been accruing for the past several vyears however.
A substantial foundation has been laid and the domestic industry

is rapidly expanding. Thus there is no evidence of material

retardation.

The CMT industry is an extremely young, technologically
advanced industry for which many of the traditional injury
criteria must fail. l.arge amounts of money have been spent in

R&D and in general start-up costs. In an economically meaningful

2. 19 U.S.C.  1677(4) (A) (1980).
Z. 8. Rep. No. 249, 946th Cong., lst Sess. 88 (1979).

4. All references to the CMT industry are to be understgpd to
reflect my determination that there are two industries.
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sense, these expenditures will continue to have value for vears.
From a tax and accounting standpoint, however, it is both
permissible and expected that these éxpenditures will be "written
off" long before their economic value has been dissipatedu Thus,
the CMT  industry can be expected to do poorly early in  its
development. FProfit and loss statements for a voung industry
such as this are therefore even less indicative of the condition

af the domestic industry than normal.

Frice trends are an equally misleading indicator of injury.
s recently witnessed in the calculator industry, and even more
recently witnessed in the personal computér industry, prices drop
rapidly as technologically advanced sectors. Similarly, a
precipitous fall in price, one which in an older industry might
signal disaster, is not indicative of materiai injur? in an

industry such as CMT.

In its report on the Trade Agreements Act of 1979, the

Senate Finance Committee stated
Neither the presence nor the absence of any factor

listed in the bill can necessarily give decisive

guidance with respect to whether an industry is

materially injured, and the significance to be assigned

to a particular factor is for the ITC to decide.
Financial indicators are inherently unreliable in a young
industry. As for "real" numbers, such as output, capacity,
shipments and employment, they too possess some innate biases.

One would expect these numbers to trend upward over time as the

industry matures. However, over the past year, output has doné
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more than trend upward, it has euploded. Capacity has increased
evern more than production. Employment has also risen sharply.
In a matwe industry, these figures would be cause for joy. Even
in the domestic CMT industry, the reaction tovtha grrowth by its

[~

. . )
major producer has been one of extreme pride.

In Certain Amplifier Assemblies and PFarts Thereof from
Japan, Inv. BdNo. 7231-TA-48 (Final), USITC Fub. No. 1266 (1982,
the Commission considered the plight of another relatively voung,
technologically advanced industry. Acknowledging that the
standard injury analysis would be defectiva, the Commission
focused itz attention on three faiated factors: (1) the
industry’s ability to gain experience, (2) its ability to
generate capital for .R&D and (3) its ability to remain in the

forefront of technological advancement.

The domestic industry passes these three tests with flvying
colors. e There is no indication that the domestic industry has

fallen behind its foreign competitors in technology.

According to Motorola®s petition, it has not achieved the
same ‘evel of market share in the CMT industry that it had

captuwred in the pre-cellular mobile phone industry.7 Nor have

. See Motorola’s SEC 10-0 for the 3rd quarter of 1984.

6. The confidentiality of the information collected by the
Commission precludes disclosure of the basis for this conclu?gon.

7. Petition at 25.
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Motorola’s sales reached the "expected" level or prices been as
high as Motorola would like. Motorola offers no reason as to why
we should expect it to have the same market share in CMTs. I do
not find the failure to meet expectations to constitute any

credible evidence .of material injury to a domestic injury.

I therefore determine that the domestic CMT industry is not

materially injured.

Threat of Material Injury

The Tariff and Trade Act of 1984 added a new subsection
concerning threat of material injury basically codifying existing
Commission practice. Section 612(a) (2) (B) provides that an
affirmative threat determination must be "made on the basis of
evidence that the threat of material injury ié real and that
actual injury is imminent. Buch a determination may not be made

on the basis of mere conjecture or supposition."

As  indicated in the discussion of material injury, the
domestic industry appears ready to tackle the challenge of

imports in an expanding market.

The new Act also asks about "the probability that imports of
the merchandise will enter the Unitéd States at prices that will
have a depressing or suppressing effect on domestic prices of the
merchandise" under investigation. Any imports, whether "fairly"
or "unfairly" priced, will have a depressing effect on prices

unless demand is infinitely elastic.  The statute must regyire
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more thanm this effect pecause othEﬁwise the answer to the
guestion wmgid always be in the affirmative. In the case of
CMT s, it has been demonstrated to my satisfaction that future
impartﬁ will be sold at the price necessary to make them
competitive in the U.8. market. At the most, this would be

"technical dumﬁing-"a

Causation

The domestic industry is confronted with some degree of
excess capacity at present. Frices are indeed declining while
imports are increasing. Even if these events coﬁstituted
evidence of material injury, the Commisgimnistill must determine
tliat there is a reasonable indication thaf such injury was caused
"by reason of" LTFV imports. I again cannot coﬁcur with my

colleagues that such causation exists.

The legislative history instructs the Commission to find a

"sufficient causal link" between any injury and the LTFY
imports. ‘Although the Commission is not permitted to weigh
causes, it must ‘“consider information which indicates that harm

is caused by factors other than the subsidized import«s.9

- Behind any set of xp@ctafions concerning the financial

well-being of a company or industry lay assumptions about the

8. 5. Rep. No. 1298, 93rd Cong. 2d Sess. 179 (1974).

9. . Rep. No. 249, 96th Cong. 1st Sess. 58 (1979). 21
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relevant supply and demand curves. Overly optimistic estimates

concerning either curve can result in "injury" to an  industry.
Such injuries are not to be addressed under the anti-dumping

laws.

In this particular industry, it appears that Motorcla’s
projections concerning demand may have been on the rosy side.
The demand for CMT's is a derived demand: the demand fof mornthly
phone '"service" determines the quantity of CMT's demanded. Until
the total monthly service charge drops below $100, the demand for
cellular mobile telephone service is both inelastic and small.lo
Correspondingly, the price of the CMT muét be in the %1000 range

before the quantity demanded reaches the level that Motorola

expected.

Moreover, the demand for CMT service is directly related to
the number of licenses granted to begin such service by the
Federal Communications Commission (FCC). The rate at which the
FCC has issued licenses has_not been as fast as many i1in the

industry had expected.

Even if Motorola were a monopolist in this industry, it
would be faced with a similar scenario. A supply curve indicates
the quantity of a product that a supplier will put on the market

at any given price. An aggregate or industry supply curve is the

eves tare veres cvees smres sores Sorus Sonse sesst seene

10. See Testimony of John G. Reiily, ICF  Inc. (December

1984.) 3 22
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“sum of all firms® individual supply curves. Motorola is

"unwilling” -to lower its price to the level necessary to sell the
quantity it expected. Conversely, Motorola is also "unwilling”
to sell a lower volume at higher prices aﬁd sustain excess
capacity. Because Motorola in reality does have a large share of
the market, it may be able to influence the ultimate price and
quantity of CMTs on the market. However, it cannot alter the
characteristics of the demand curve and should adjust to its

overestimate of demand. In the meantime, the CMT market operates

like all others.

23
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On November.5, 1984, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce on behalf of Motorola
Inc., Schaumburg, IL, alleging that imports of cellular mobile telephones and
subassemblies thereof from Japan are being sold in the United States at less
than fair value (LTFV) and that an industry in the United States is materially
injured and threatened with material injury, and the establishment of an
industry in the United States is materially retarded, by reason of such
imports. 1/

Accordingly, effective November 5, 1984, the Commission instituted
antidumping investigation No. 731-TA-207 (Preliminary) under section 733(a) of
the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine whether there is a
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an
industry is materially retarded, by reason of imports from Japan of cellular
mobile telephones and subassemblies thereof, classified under item 685.29 of
the Tariff Schedules of the United States (TSUS), 2/ which are alleged to be
sold in the United States at LTFV.

Notice of the institution of the Commission's investigation and of a
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register on November 15, 1984, (49 F.R. 45274). 3/ The public conference was
held in Washington, DC, on November 28, 1984, at which all interested parties
were afforded the opportunity to present information for the Commission's
consideration. 4/ The applicable statute directs the Commission to make its
determination in this investigation within 45 days after the date of the
filing of the petition, or by December 20, 1984. The Commission's briefing
and vote was held on December 17, 1984.

Cellular mobile telephones and subassemblies thereof have not been the
subject of any other investigation conducted by the Commission; however, on
December 3, 1984, the Commission made a final affirmative determination in an
antidumping investigation on cell-site transceivers (731-TA-163 (Final),
Cell-Site Transceivers and Subassemblies Thereof from Japan), which are
necessary for the operation of the subject product. The relationship between
cellular mobile telephones and cell-site transceivers will be explained in
later sectionms.

1/ The petition is supported by E.F. Johnson Co., Waseca, MN.

2/ Some of these items may be classified under TSUS item 685.23.

3/ A copy of the Commission's notice is presented in app. A. A copy of
Commerce's notice of institution of its antidumping investigation is presented
in app. B.

4/ A list of witnesses appearing at the conference is presented in app. C.
A-1
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The Produét

Description and uses

Cellular mobile telephones are wireless two-way electronic communication
devices which are designed to be installed in motor vehicles and use
motor-vehicle power sources. 1/ They connect the motor-vehicle driver or
passenger with traditional wireline telephones, other cellular mobile
telephones, and certain services activated by phone by means of a cellular
transceiving system, i.e., a system of small transceiving (transmitting and
receiving) base stations regularly distributed throughout a geographical
area. Cellular transceiving systems and cellular mobile telephones are
complementary: cellular mobile telephones will not function without cellular
transceiving systems, and cellular transceiving systems are constructed
exclusively for cellular mobile telephones.

The use of cellular transceiving systems primarily distinguishes cellular
mobile telephones from conventional mobile telephones, which connect
motor-vehicle drivers or passengers with wireline telephones by means of a
single large transceiving base station. A technological improvement over the
single base station, cellular transceiving systems allow more calls to be
transmitted within a geographical area. Because more calls can be
transmitted, more telephones can operate. Cellular transceiving systems can
serve over 300 times the number of customers conventional mobile telephone
systems can serve. As of September 30, 1984, 28 cellular transceiving systems
were in service in 21 major metropolitan areas, with another 14 under
construction. It is expected that the Federal Communications Commission (FCC)
will award construction permits for at least another 30 systems by the end of
1985. In conformance with FCC regulations, all cellular mobile telephones
#old in the United States are built to many of the same functional
specifications, such as operating voltage, transmitting power, receiving
sensitivity, and frequency range. This prevents cellular mobile telephones
from interfering with other communication systems and insures the compatibility
of any cellular mobile telephone with any cellular transceiving system. The
operation of a cellular mobile telephone is not confined to any particular
system. 2/

The ability to connect the motor-vehicle driver or passenger with
wireline telephones primarily distinguishes cellular mobile telephones from
citizens band (CB) radios and other wireless two-way communication devices
designed to be installed in motor vehicles. Unlike cellular or conventional
mobile telephones, moreover, these radios can neither transmit calls
selectively to individual receivers nor transmit and receive calls
simultaneously.

1/ Some cellular mobile telephones are designed so that they may be easily
removed from the motor vehicle and transported on foot. These versions,
commonly referred to as cellular transportable telephones, are somewhat
smaller than the standard version and are provided with a plug-in battery and
carrying case for transportable use.

2/ For a further discussion of cellular transceiving systems, see the
Commission's report on inv. No. 731-TA-163 (Final), Cell-Site Transceivers and
Subassemblies Thereof from Japan. A-2
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Cellular mobile telephones consist primarily of (1) a transceiver, a
dictionary-sized box of electronic subassemblies, usually mounted in an
automobile trunk or under the seat, which permits a call to be received and
transmitted; and (2) a control unit, a handset, and cradle resembling a modern
telephone, which permits the motor-vehicle driver or passenger to dial, speak,
and hear the call. A special antenna is connected to the transceiver, and the
transceiver and control unit are connected by a multiwire cable. The
transceiver alone accounts for * * * percent of the cost of a cellular mobile
telephone. Transceivers and control units are produced, imported, and often
inventoried separately. In general, however, they are not sold to U.S.
purchasers separately, except as replacement parts in large-volume sales.
Large buyers will sometimes specify that extra transc<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>