TAPERED ROLLER BEARINGS

AND PARTS THEREOF, AND

CERTAIN HOUSINGS INCORPORATING
TAPERED ROLLERS FROM
HUNGARY, THE PEOPLE’S .
REPUBLIC OF CHINA,
AND ROMANIA

Determmations of the
Commission in Investigations
Nos.731-TA-341,344
and 345 (final) Under the
Tariff Actof 1930
Together With the
Information Obtained
in the Investigations

USITC PUBLICATION 1983
JUNE 1987

United States International Trade Commission / Washington, DC 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Susan Liebeler, Chairman
Anne E. Brunsdale, Vice Chairman
Alfred E. Eckes
Seeley G. Lodwick
David B. Rohr

Staff assigned:

Maria Papadakis, Investigator
Janine Wedel, Investigator
Jerry Tepper, Financial Analyst
Debbie Ladomirak, Commodity-Industry Analyst
John Ryan, Economist
Phyllis Smithey, Attorney

Lynn Featherstone, Supervisory Investigator

Address all communications to
Kenneth R. Mason, Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



CONTENTS

Determination....... ...ttt ieniarnarraninenneans
Views of Commissioner Eckes, Commissioner Lodwick, and
Commissioner ROhr,..........ccovvvueuenenen ettt
Views of Chairman Liebeler....... e reee et s
Dissenting Views of Vice Chairman Anne E. Brunsdale ........... .
- .Information obtained in the investigations:
Introduction.........ciiiiiiiiiiiiieeenrennnnnnnenianneonnns
BACKETOUNA. ..ttt vtveneenenreansnasessssoansosasnosnnaensans
Previous investigations and scope of the current investiga-
L5 e < T T
The Product.......c.iiviiirenrirseianrsoneennsosansonas Ceeee
Description and uses................. e e e
Self-contained tapered roller bearing packages....... '
Mounted bearing units.........ciiiiiiiiieeianirin,
Finished and unfinished components of tapered
roller bearings........ .. oiiiiiiiiinnronsinansnee
Manufacturing process.......... ettt e e e
Mounted bearing units................c i, )
Cartridge bearing units....................... sesenen
Unfinished tapered roller bearing components.........
U.S. tariff treatment....... Cere e et enreen e
Problems with product definition........ herereeee e
Nature and extent of alleged sales at LTFV...................
Character of the U.S. market................ ettt
U.S. producers.......coevereeeertnnnnennss Crieea e e
Major changes in the U.S. Industry..........ccvvvvuerenns
The experience of Hyatt Clark............. et ereresaanas
U.S. importers....... C e e e ettt e et
The U.S. market.........ciiiiiereninnenss eee e
U.S. consumption............... ettt erreesiaen
Channels of distribution...............ciiiiiiiiniennans
Summary of the U.S. Industry and Market......................
Related party issues..........ccoviivvverennnans Cee it
Consideration of alleged material injury.....................
Capacity, production, and capacity utilization...........
U.S. producers’ domestic and export shipments............
U.S. producers’ inventories............... e s e ae e
U.S. producers’ purchases...........cvveuveraneenn Ceseenn
U.S. employment and WABEZES.......coveusrneensononnronannns
Financial experience of U.S. producers...................
Overall establishment operations.....................
Operations on tapered roller bearings................
Operations of the Timken Company........c..ovuuerares
Operations of Hyatt Clark Industries.................
Investment in productive facilities..................
Capital expenditures.........ciiviiiiiieernsnnnnnsaas
Research and development ............c et inunnnesan
Capital and investment................. Cheeer e
Summary of U.S. Producers’ Performance...........ccveeueuoens
Consideration of alleged threat of material injury..... s
U.S. importers’ inventories........... ..o

Ability of foreign producers to generate exports.........

> p >
sSNOhWwWwN

(O T T T T T T T I B B - 3
(0

) ] )
PEEDPLLOUWWWWWWWUNNNONNNNODNRNN R R

4423 S S S S S S i d3d 2222 S S S S

NMPHEHEFHFOODMMDOBIINOMNNMNMNNMHFEFOOVONNOUVMEBEPDOVOADWWWNHOOO®N

B>



i1

CONTENTS--Continued

o
L.;
o

Information obtained in the Investigations, con’t:
Consideration of the causal relationship between the
alleged LTFV imports and the alleged material injury:

U.S. ImPorts. ... tiviirintntaronsioestorsosnononnoaseocsns A-45

HUNgary....... oottt rneenrnocnnannes et A-48

D15 o2 A-48

China....... . ittt ittt etassnsnrnnens A-48

Romania..... it e e eeree e A-48

Japan.........cieniienann ettt e A-49

Yugoslavia...... e et A-49

Market penetration...........cciiiiiierriiiniiireeeriiianns “ A-49

Cumulative effects of imports under investigation......... A-52

Imports and market shares of LTFV merchandise........ A-52

Quality considerations........... . i ittt A-54

Critical circumstances............co0ivunnn et A-57

Prices....... ittt ittt it e Gttt A-58

Price trends.........coiiiiiiiiinieniiooontssensanassns -A-59

Relative prices........... e et e et ee e A-60

LOSt SBleS.....covvvereenann e iae b is st A-61

Lost sales involving Romania............. e A-61

Lost sales involving China..... et iteee e A-61

. Lost sales involving Hungary............ et eaea A-61

LOSt FOVENUES. ... .oiivererorsassossosesssnnnnes e esaeaaaaes A-61

Exchange rates..........ccooivverronnsns Chsete i e A-89

Appendix A. Federal gggister notices of the Commission ............ A-91

Appendix B. List of witnesses appearing at the Commission’s

hearing........ .. ittt iiiinnnnnorinanennns AN A-97

Appendix C. Federal Register notices of Commerce............ v . A-103

Appendix D. Documents pertaining to quality issues................. A-129

FIGURES

Figure 1. Tapered roller bearing............cciiiiiiiininnninnesnns A-5

Figure 2. Finishing operations on tapered roller bearings......... . "~ A-11
Figure 3. Apparent U.S. consumption, U.S. producers’ shipments,

and U.S. imports of tapered roller bearings, 1980-86..... A-23

TABLES

1. Tapered roller bearings: U.S. rates of duty, by TSUSA
Ttems. ... it i i i i e i e e ey Cereee e A-12
2. Tapered roller bearings: U.S. producers, their share of
1983 and 1986 shipments, and positions with regard to
the petition. ... ...ttt ittt iiinentnosornnosnnssnans A-15



10.

11.
12.
13.

14.

15.

16.
17.
18.
19.

20.
21..

iii

CONTENTS - -Continued

TABLES

Tapered roller bearings: Major U.S. importers and their
share of 1986 imports, by value.........ccouieeeenernnenernsocons
Tapered roller bearings: Shares (by quantity) of U.S.
producers’ domestic shipments, imports, and apparent
consumption accoounted for by types of markets, 1984-86........
Tapered roller bearings: Shares (by quantity) of markets
accounted for by U.S. producers’ domestic shipments and
Imports, 1984-86.........000tittiiterrisiorsronnrnennssssannnns
Tapered roller bearings: Apparent U.S. consumption, 1983-86.....
Tapered roller bearings: U.S. producers’ production, capacity,
and capacity utilization, 1983-86.............c. i,
Tapered roller bearings: U.S. producer’s shipments, 1983-86.....
Tapered roller bearings: U.S. producers’ end-of-period inven-
tories, 1983-86........0 ittt
Tapered roller bearings: U.S. producers’ purchases.and imports,
19B4-86. ... ...ttt it e e et e
Average number of production and related workers engaged in the
manufacture of tapered roller bearings, hours worked by such
workers, wages paid, and total compensation, 1983-86...........
Income-and-loss experience of 10 U.S. producers on the overall
operations of their establishments within which tapered roller
bearings are produced, accounting years 1983-86................
Income-and-loss experience of 10 U.S. producers on their
operations producing tapered roller bearings, accounting years
19B83-B6.......0 ittt ittt ittt
Income-and-loss experience of Timken Company on its operations
producing tapered roller bearings, accounting years 1983-86....
Income-and-loss experience of 10 U.S. producers on their
operations producing tapered roller bearings, by selected pro-
ducers, accounting years 1983-86...............c0iiiiiiiiaadenn
Tapered roller bearings: U.S. producers’ end-of-period valua-
tion of fixed assets, accounting years 1983-86.................
Tapered roller bearings: Capital expenditures, accounting years
19B3-B6.. ...ttt ittt ittt
Tapered roller bearings: U.S. producers’ capacity, production,
and capacity utilization by selected producers, 1983-86........
Tapered roller bearings: U.S. producers’ shipments, market
shares, employment, and operating losses by selected producers,
1983-86. ... ..ttt i ittt et
Tapered roller bearings: U.S. importers’ inventories, 1983-86...
Tapered roller bearings: Foreign producer data, 1983-86.........

A-30

A-31
A-32
A-33

A-34

" A-36

A-39

A-39

A-40



22.
‘23.
24,
25,
26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

iv

CONTENTS - -Continued

TABLES
Page

Tapered roller bearings and parts thereof: Total U.S. imports,

by quantity, 1983-86........ ..ttt iiriiiiriareranerttocananannns A-46
Tapered roller bearings and parts thereof: Total U.S. imports,

by value, 1983-86......... . ¢ttt nuroeeeeonanneresranaassas A-47
Tapered roller bearings and parts thereof: U.S. imports from :

Japan subject to investigation, 1983-86..............0 0 0 i, A-50
Tapered roller bearings: Apparent U.S. consumption and market

shares of imports, 1983-86......... . 000t idinrvineneninnns A-51
Tapered roller bearings: 1Imports and market shares of LTFV

imports only, 1983-1986..........0itiiiiiiererenernnoenssennanans A-53

Tapered roller bearings: Weighted-average prices for sales of
IM11949/10 sets (1.781-inch outside diameter) to OEMS and distri-
butors, as reported by U.S. producers and importers, by quarters,
January 1984-June 1986....... ..ottt enrertrranaasentnnaanonn A-62

Tapered roller bearings: Weighted-average prices for sales of
LM11949 cone assemblies to OEMS and distributors, as reported by
U.S producers and importers, in dollars per bearing, by quarters,
January 1984-June 1986 .......... ¢ttt tiietctcsttarttiitinearans A-63

Tapered roller bearings: Weighted-average prices for sales of
25580 cone assemblies, to OEMS and distributors, as reported by
U.S. producers and importers by quarters, January 1984-June 1986. A- 64

Tapered roller bearings: Weighted-average prices for sales of :
HM212049 cone assemblies to OEMs and distributors, as reported by
U.S. producers and importers, in dollars per bearing, by quarters,
January 1984-June 1986...........00c0iiriiiritetensotatsosenansonns A-65

Tapered roller bearings: Weighted-average prices for sales of
HM212010 cups (4.8125-inch outside diameter), to OEMs and dis-
tributors, as reported by U.S. producers and importers, by
quarters, January 1984-June 1986...... PP A-66

Tapered roller bearings: Weighted-average prices for sales of
IM67010 cups to OEMs and distributors, as reported by U.S. pro-
ducers and importers, in dollars per bearing, by quarters,

January 1984-June 1986........... .00ttt itritiianar et anennns A-67

Tapered roller bearings: Welghted-average prices for purchasers
of LM11949/10 sets by OEMs and distributors, as reported by U.S.
purchasers, dollars per bearing, by quarters January 1984-June
R A-68

Tapered roller bearings: Weighted-average prices for purchases
of LM11949 cone assemblies by OEMs and distributors, as reported
by U.S. purchasers, by quarters, January 1984-June 1986...... .... A-69

Tapered roller bearings: Weighted-average prices for purchases of
22580 cone assemblies by OEMs and distributors, as reported by
U.S. purchasers, by quarters, January 1984-June 1986............. A-70



36.

37.

.38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

v
CONTENTS--Continued

TABLES

Tapered roller bearings: Weighted-average prices for purchases of
HM212049 cone assemblies by OEMs and distributors, as reported
by U.S. purchasers, by quarters, January 1984-June 1986.......... A-71
Tapered roller bearings: Weighted-average prices for purchases
of HM212010 cups by OEMs and distributors, as reported by U.S.
purchasers, by quarters, January 1984-June 1986.................. A-72
Tapered roller bearings: Weighted-average prices for purchases of
IM67010 cups by OEMs and distributors, as reported by U.S.
purchasers, by quarters, January 1984-June 1986.................. A-73
Tapered roller bearings: Average margins (per unit) by which
imports of LM11949/10 sets (1,7810-inch outside diameter) under-
sold or (oversold) the U.S.-produced product; by countries of
origin, types of customer, and quarters, January 1984-June.1986.. A-74
Tapered roller bearings: Average margins (per unit) by which.
imports of LM11949 cone assemblies undersold or (oversold) the
U.S.-produced product; by countries of origin, types of cus-
tomer, and quarters, January 1984-June 1986.............0.000.vn A-76
Tapered roller bearings: Average margins (per unit) by which
imports of ”25580” cone assemblies undersold or (oversold) the
U.S.-produced product; by countries of origin, types of customer,
and quarters, January 1984-June 1986.............cciviiiiiannnnn. A-78
Tapered roller bearings: Average margins (per unit) by which
imports of HM212049 cone assemblies undersold or (oversold) the
U.S.-produced product; by countries of origin, types of customer,
and quarters, Januaryl984-June 1986.............c00 it einininirnannn A-79
Tapered roller bearings: Average margins (per unit) by which
imports of HM212010 cups (4.8125-inch outside diameter) under-
sold or (oversold) the U.S.-produced product; by countries of
origin, types of customer, and quarters, January 1984-June 1986.. A-80
Tapered roller bearings: Average margins (per unit) by which
imports of LM67010 cups undersold or (oversold) the U.S.-pro-
duced product; by countries of origin, types of customer, and
quarters, January 1984-June 1986............... it irinnnnnnns A-81
Tapered roller bearings: Average margins (per unit) by which
purchases of imports of IM11949/10 sets by purchasers undersold
or (oversold) the U.S.-produced product; by countries of origin,
types of customer, and quarters, January 1984-June 1986.......... A-83
Tapered roller bearings: Average margins (per unit) by which pur-
chases of imports of 1M11949 cone assemblies by purchasers under-
sold or (oversold) the U.S.-produced product, by countries of
origin, types of customer, and quarters, January 1984-June 1986.. A-84
Tapered roller bearings: Average margins (per unit) by which
- purchases of imports of 22580 cone assemblies by purchasers
undersold or (oversold) the U.S.-produced product; by countries
of origin, types of customer, and quarters, January 1984-June
- A-85



48.

49.

50.

51.

vi
CONTENTS--Continued
TABLES

Tapered roller bearings: Average margins (per unit) by which
purchases of imports of HM212049 cone assemblies by purchasers
undersold or (oversold) the U.S.-produced product; by countries
of origin, types of customer, and quarters, January 1984-June
I8

Tapered roller bearings: Average margins (per unit) by which
purchases of imports of HM212010 cups by purchasers undersold or
(oversold) the U.S.-produced product; by countries of origin,
types of customer, and quarters January 1984-June 1986...........

Tapered roller bearings: Average margins (per unit) by which
purchases of imports of IM67010 cups by purchasers undersold or
(oversold) the U.S.-produced product; by countries of origin,
types of customer, and quarters January 1984-June 1986...........

Exchange rates: Nominal-exchange-rate equivalents of selected
currencies in U.S. dollars, real-exchange-rate equivalents, and
producer price indicators in specified countries indexed by
quarters, January 1983-June 1986.......... C ettt

Note--Information that would reveal the confidential operations of

individual concerns may not be published and therefore has been deleted from

this report.

Soledeieicicde |

Deletions of data are indicated by ***; deletions of sentences
and phrases by * * *; and deletions of whole paragraphs are indicated by



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 731-TA-341, 344, 345 (Final)

Tapered Roller Bearings and Parts Thereof, and Certain Housings
Incorporating Tapered Rollers from Hungary,
The People's Republic of China, and Romania

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 735(b)(1) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)(1)), that an industry in the United States is
materially injured by reason of imports from Hungary, the People's Republic of
China and Romania of tapered roller bearings and parts thereof, and certain
housings incorporating tapered rollers, all the foregoing provided for in
. items 680.3040, 680.3932, 680.3934, 680.3938, 680.3940, 681.1010, or 692.3295
of the Tariff Schedules of the United States, that have been found by the
Department of Commerce to be sold in the United States at less than fair value
(LTFV).

Further, pursuant to section 735(b)(45(A) of the Act (19.b.s.c. §
1673d(b)(4)(A)), the Commission determines that the material injury in the
investigation involving imports from Romania is not by reason of massive
imports over a relatively short period to an extent that, in order to prevent
such material injury from recurring, it is necessary to imposg the antidumping

duty retroactively on these imports.

Background

The Commission instituted this investigation effective February 6, 1987,
following preliminary determinations by the Department of Commerce that
imports of the subject merchandise from Hungary, the People's Republic of

China, and Romania are being sold at LTFV within the meaning of section 731 of

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR-§ 207.2(i)). 4
2/ Chairman Liebeler and Vice Chairman Brunsdale dissenting.



the Act (19 U.S.C. § 1673). Notice of the institution of the Commission's
investigations 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 February 26, 1987 (52 F.R. 5841), The hearing was
held in Washington, DC, on May 12, 1987, and all persons who requested the
opportunity were permitted to appear in person or by counsel.




VIEWS OF COMMISSIONER ECKES, COMMISSIONER LODWICK,
AND COMMISSIONER ROHR

We determine that an industry in fhe United Stateé'is‘materially injured
Aby reason’of imports of tapered roller bearings and part§ thereof, and certain
housings incorporating,iapered rollers, from_ﬁungary, the Peopie's Republic of
China (PRC), and Romania, articles which the Department of Commerce has
determined are being, or are likély to be, sold in the United States at less
than fair value (LTFV). |

Our determinafions are based on an assessment of the volume and effeéfs
of the cumulated imports from the three countries in'quéstion'togethér with
imports from Italy, Japan, and Yugoslavia which are subje;t to investigétion.
We find that (1) fhé performance indicaéofs of the domestic industry havé
deteriorated over fhe period of investigation;‘(z) the voldmevand penetfation
of imports are significant and have increased or remained constant during the
period under investigation;’(3) the value of such’impqrts has increased; and
(4) the %ncreasing levels of imports have haa an adverse impact on prices in
the United Statés for the like product. | |

R We further determing that the material injury is not by reason of massive

imports from Roman;a to an extent that, in order to prevent such material.
injury from recurring, it is.ﬁeceséary to ihpose the antidumping duties

retroactively on those imports.

Like Product/Domestic Industry

In final antidumping investigations under title VII of the Tariff Act of
1930, the Commission commences its analysis by defining the domestic industry
' . 1
to be examined in order to determine, pursuant to section 735(b)(1), 1/

whether there is material injury or a threat thereof by reason of the subject

1/ 19 U.S.C. § 1673d(b)(1).



imports. 2 Section~77i(4)(ﬁ) defines the term "industry" as "the. domestic
producers as a whole of a like.product or those producers whose collective
output of the 11ke product constitutes a maJor proportlon of the total
domest1c productlon of that product w3/ "L1ke product," in turn, is
defined as "a product which is like,'or in the absence of like, most similar
in characteriaticsland uses with;.the articleta] subject to'an

investigation . . . ." The imports under investigation here are tapered
roller bearings and parts thereof (finished or unfinished); flahge, take~up,.
cartridge and hahgeraunits incorporatihg tapered roller bearings; and tapered
roller hous1ngs (except p1110w blocha) 1ncorporat1ng tapered rollers, with or
without splndles, and whether or not for automotlve use. ‘é/

In previous 1nvest1gat10ns,‘the Comm1ss1on has éenerally con31dered the
follow1ng factors in maklng its 11ke product f1nd1ng (1) the phys1ca1

appearance of each product (2) the uses; (3) whether the products are

1nterchangeab1e; (4) customer percept1ons of the articles; (5) channels of

2/ Section 735(b)(1) also directs the Commission to determine whether the
establishment of an industry is materially retarded by reason of the subject
imports. 19 U.S.C. § 1673d(b)(1). Material retardation is not an issue in
these investigations, however, and will not be discussed in this opinion.

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10). The legislative history of title VII cautions
against defining the like product too narrowly: "The requirement that a
product be 'like' the imported article 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 .investigation." S. Rep. No. 249, 96th Cong., 1lst Sess. 90-91
(1979).

5/ 52 Fed. Reg.. 5841 (Feb. 26, 1987) and 52 Fed. Reg. 11347 (Apr. 8, 1987).



distribution; and (6) whether there are common manufacturing facilities and
6

production employees. s/ The foregoing list is not exhaustive, and no

single factor is determinative.

1. A Single Like Product or Multiple Like Products

" Tapered rollerAbé;rings are machine components that permit free motion
between moving and fixed barts by holding or guiding‘the movingvpakts to
“minimize friction and wear, Tﬁey_are designed and sized for specifi§
'applicatiohs in a variety of products and. industries, including automotive
equibmént, farm and.industrial.machinery; construction equipment, conveyors,
Failroad equipment, and various miscellaneous vehicles.. Because of the range
of applications, these roller bearings vary considerably in size—i.e., from a
half inch to over 100 inches in outside diameter; and because they are
pfecision machine parts, fhe acceptable varianpgs in dimensions and fplerances
are often measured in millionths of an inch.’l/'

In determining whether tapered roller bearings constitute a single like

product or multiple like products, we took into account the following factors:.

6/ See, e.q., Certain Stainless Steel Butt-Weld Pipe Fittings from Japan,
Inv. No. 731-TA-376 (Preliminary), USITC Pub. 1978 at 5 (May 1987); Color
Picture Tubes from Canada, Japan, the Republic of Korea, and Singapore, Invs.
Nos. 731-TA-367 through 370.(Preliminary), USITC Pub. 1937 at 4 (Jan. 1987);
Portland Hydraulic Cement and Cement Clinker from Colombia, France, Greece,
Japan, Mexico, the Republic of Korea, Spain, and Venezuela, Invs. Nos.
731-TA-356 through 363 (Preliminary), USITC Pub. 1925 at 4 (Dec. 1986); _
Certain Television Receivers from the Republic of Korea and Taiwan, Invs. Nos.
~ 731-TA-134 and 135 (Final) USITC Pub. 1514 at 3-6 (Apr. 1984); Certain Radio
Paging and Alerting Receiving Devices from Japan, Inv. No. 731-TA-102 (Final),
USITC Pub. 1410 at 8-9 (Aug. 1983).

=7/ See generally Report of the Commission (Report) at A-3-A-8.



(1) Physical characteristics and uses. Tapered roller bearings of all

types have the same basic elementsLlQ/' They also have the same essential

function—namely, the reduction of friction between moving parts. 9/ While

10/

there are many possible variations on the basic design, = the variations

o

do not alter the essential antifriction function of the bearing.

(2) Interchangeability. Owing to the wide range of .sizes and uses, 1/

tapered roller bearings of all sizes and'types are not interchangeable or
substitutable. However, there is a certain degree of standardization:
tapered roller bearings are c1assifiéd according to part numbers which
identify such important characteristics aS the outside and inside diameters of
the bearing, the roller angle, aﬁd various interchange dimeénsions. 12/

Specifications such as the internal geometries and’specific tolerances of the 4

S .13/
bearing vary from manufacturer to manufacturer. 13/ That fact, inter alia,

prevents bearings of the same part number, but produced by“différenf
manufacturers, from being identical, but within the given range of
specifications, they are sufficiently interchangeable.

As the foregoing discussion indicates, if the Commigsion were to make

distinctions based on individual sizes, specifications, or uses of bearings,

8/ Id. at A-3-A-5.

9/ Id. at A-3.

10/ See Id. at A-6-A-7.
11/ Id. at A-4.

12/ Id. at A-4 and A-6.
13/ Id. at A-6. ‘



14/

it is unclear what dividing lines would be appropriate. =

(3) Channels of distribution. 'Tapered roller bearings of various sizes

and types also have common or similar channels of distribution. 15/

; .

(4) Common Manufacturing facilities and production employees. The

tapered roller bearing producers make bearings of all size ranges at the same

manufacturing facilities and in some instances on common production

. 16/
machinery.

For the foregoing reasons, we have determined that it would not be

appropriate to find that various types and sizes of tapered roller bearings

constitute discrete like products, and we find that all tapered roller
17/

bearings constitute a single like produ;t.

14/ When the Commission has considered this problem in the past, it has
usually concluded that there is one like product, viewing the product in terms
of a continuum. See, e.g., Certain Steel Wire Nails from the Republic of
Korea, Inv. No. 701-TA-145% (Preliminary), USITC Pub. 1223 at 4 (Mar. 1982);
Carton-Closing Staples and Nonautomatic Carton-Closing Staple Machines from
Sweden, Invs. Nos. 731-TA-116 and 117 (Final), USITC Pub. 1341 at 7 n.13 (Jan.
1983); Certain Steel Wire Nails from Japan, the Republic of Korea, and
Yugoslavia, Invs. Nos. 731-TA-45, 46, and 47 (Preliminary), USITC Pub. 1175 at
12 (Aug. 1981); and Portable Electric Nibblers from Switzerland, Inv. No.
731-TA-35 (Preliminary), USITC Pub. 1108 at 4-5 (Nov. 1980).
15/ Report at A-24,
16/ 1d. at A-8-A-10.
17/ Some respondents alleged that the imports from Hungary, the PRC, and
Romania are inferior to domestic products. They also suggested that quality
differences between the imports and the domestic products are so great that
there is no domestic like product (and hence no industry being materially
injured or threatened with material injury by reason of the subject imports).
We reject that argument for the following reasons: The fact that the
imported and- domestic articles may not be identical does not necessarily mean
there is no like product. The statute and its legislative history dictate -
that in the absence of a product like (i.e., the same as or identical to) the
imported article, the Commission is to examine the domestic production of the
product that is most similar to the import in characteristics and uses.
19 U.S.C. § 1677(10); S. Rep. No. 249, supra, at 83 and 90. We find that the
domestic tapered roller bearings, parts thereof, and certain housings
incorporating tapered rollers are most similar in uses and characteristics to
the imported articles under investigation. Despite differences in quality,
all tapered roller bearings, domestic and foreign, have the same -elements and
‘the same essential use. Moreover, again despite differences in quality, the
domestic products do compete with imports from Hungary, the PRC, and Romania
in certain segments of the market. See the discussion in this opinion
concerning cumulation. :



2. Whether Parts Are to be Assessed Within the Finished Product

We also considered whether the domestic production of parts and
components of tépered roller bearings should be considered separate like
products. 18/ In analyzing the matter, we took into acéount (1) the
essential characteristics of the final product and the parts; (2) the nature
and extent of operations berformed on the parts in order to make the final
product; and (3) whether the.parts are dedicated exclusively for use in the
final product or have an independent use.

The key characteristic of a finished tapered roller bearing is its
ability to reduce friction. 19/ Tapered roller bearing cone assemblies and
cups are reygarded as tapered roller bearings rather than components and are
sold as commodities. 20/ Unfinished components cannot reduce friction and
they require.sgbstantial finishing before they can be assemBled into a cone
assemblyLor-éunqtion'as a ;apered'roiler bearing cup. 2/ The differenqes
in the operatién; performed on the vari§us unfinisﬁed parts and components are
significant. 22/ .Unfihished components are rarelg soid as a commodity in
the U.S; market, and éppear to have no'use-apart from their use in tapered

23/

roller bearings. = We therefore determine that parts and components of

tapered roller bearings shall be included 'in the like product of finished

tapered roller bearings.

18/ For a description of the various finished and unfinished parts and
components of tapered roller bearings, see the Report at A=2, A-4, and A-7.
19/ Id. at A-3-A-4. :

20/ -Id. at A-7-A-8. .

21/ Id. at A-7-A-8. (See generally id. at A-8-A-10.)

22/ 1d. at A-8-A-10. o

23/ Id. at A-4.



For all of theAreaséns discﬁssed above, we deterhine that there is a
single like product consisting of tapered roller bearings and bartg
thereof~—finished or unfinished; flange, take-up cartridge, and hanger units
incorporating tapered roller bearinéé, and tabered rollef housings (except
pillow blocks) incorporating tépered rollers, with §r_without spindles, and
whether or not for automotive ﬁse. | | |

3. Definition of the Domestic Industry

In our preliminary determinations in the instant investigations, we found

that there was one domestic industry and that it included all domestic

producers. We have no reason to revise that definition here. 24/

Therefore, we again determine that the relevant domestic industry consists

24/ The following domestic producers are related to an exporter of the
merchandise subject to investigation: American NTN Bearing Manufacturing
Corp., Koyo Corp. of the U.S.A., NTN-Bower Corp., and SKF Industries, Inc.
Section 771(4)(D) of the Act (19.U.S.C. § 1677(4)(B)) provides in pertinent
part that "When some producers are related to the exporters or importers, or
are themselves importers of the allegedly subsidized or dumped merchandise,
the term 'industry' may be applied in appropriate circumstances by excluding
such producers from those included in that ‘industry." Application of the
related parties provision is discretionary, and depends on the Commission's
assessment of the facts in each case. ‘ '

In the instant investigations, we did not apply the provision to exclude
any of the aforesaid domestic producers from the domestic industry. The
relevant data for each producer are confidential; we note, however, that in
1986, the companies in question together accounted for a relatively small
percentage of total U.S. shipments by value. In each case, either the
company's imports accounted for a nominal share by value of its U.S.
shipments, or its performance indicators were consistent with the industry as
a whole. Including the related producers within the domestic industry
therefore does not significantly distort the economic data or fail to provide
an accurate picture of the. domestic industry as a whole,
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of the ten domestic companies that produced tapered roller bearings and parts

thereof during the period under investigation. 25/

Condition of the domestic industr 26/

In determiniﬁg the condition of the domestic industry, the Commission
considers, amonyg other féctors, aomestic consumption, U.S. production,
capacity, capacity utilization, shipments, inventories, employment, and
financial performance. 21/ Although the déta in these investigatioﬁs reveal
that some of the questic industrﬁ's perforhance iﬁdicatofs improved from
1983-84, the indusfry's performance deteriorated from 1985-86 and overall 1986
levels were below those for 1983. |

Apparent U.S. coﬁgumption of tébered roller bearingé rose sharply from:
265 million units in 1983 to 327 million units in 1984 and then declined to
279 million units in 1985 and to 264 million unit§ in‘1986; The volume of
coﬁsumption @as 0.7 percent lower in 1986 than in'19§3. 28/ 6n a value |
basis, apparent U.S. consumpti&n followed the same trend, increasing sharply

from $704 million in 1983 to $895 million in 1984, before declining to $793

million in 1985 to $705 million in 1986. The value of .consumption was 0.2

25/ Those producers are Timken, Brenco, Inc., Hyatt-Clark Industries, The
Torrington Co., American NTN Bearing Manufacturing Corp., Federal Mogul Corp.,
Koyo Corp. of the U.S.A., NTN-Bower Corp., SKF Industrles, Inc., and L&S
Bearing Co. See Report at A-13-A-14,

26/ Commissioner Eckes notes that owing to the varlety of sizes of tapered
roller bearings and the disparities in product mix among the domestic .
producers, it is appropriate to look at value data as well as volume data in
assessing the condition of the domestic industry and the impact of imports.
27/ 19 U.S.C. § 1677(7)(C)(iii).

28/ Report at A-25, Table 6.



11

percent higher than-in 1983, 2/ Domestic shipments of tapered roller

beakings declined 13.7 percent by volume and 7.4 percent by value during the

period 1983-86. QQ/.

Domestic production of tapered roller bearing cone assemblies and

cups 3/ declined 2.8 percent and 10.3 percent, respectively, during

32/

1983-86. The capacity of the domestic industry to produce tapered

roller bearings declined slightly over the period of investigation, despite

the addition of a new producer in 1985. 33/ The capacity to produce cone

assemblies declined 4.6 percent from 1983-86, while capacity to produce.cups

declined 2.8 percent during the same period. Although the capacity

utilization for cone assemblies increased slightly from 51.2 percent to 52.2

percent during 1983486, capacity utilization for cups dropped slightly from

54.6 percent in 1983 to 50.4 percent in 1986. 35/ Thus capacity utilization

remained low throughout the pgriod under investigation.

Year-end inventories of tapered roller bearings increased by 0.4 percedf

from 1983 to 1986. 36/ As a share of shipments, inventories also rose

- 37
slightly by 3.2 percentage points from 1983 to 1986. 37/

/ Id.

30/ Id. at A-29. A ,

31/ We have utilized the data available for cone assemblies and cups in the
analysis of domestic production, capacity, and capacity utilization since the
production of a tapered roller bearing set is usually only a minor assembly
operation performed on cone assemblies and cups. Id. at A-27.

32/ Id. at A-27-A-28.

33/ 1d. at A-27.

34/ 1d.

35/ 1d. at A-28.

36/ Id. at A-29.

37/ 1d.

1818
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The number of workers producing tapered-roller bearings declined from

7,506 in 1983 to 6,792 in 1986, or by 9.5 percent. 38/ . Hours worked, wages

paid, and total compensation also declined during the period of

investigation.

Net sales of tapered roller bearings also increased from 1983 to 1984, but

40/

declined in 1985'and'1986: Although operating losses lessened during

the period of investigation, ‘the domestic industry operated profitably only in

1984. A/

On the basis of the récord in these final investigations, we determine
that the domestic tapered roller bearings industry is currently experiencing

material' injury.

| Cumuletion
The Commlss1on 1s‘requ1red to cumulat1ve1y essess the volume.end effect
of 1mports subJect to 1nvestlgat1on from two or’more countr1es if the 1mports
(1) compete with other 1mports and with the domest1c like product (2) are
subject to investigation, and (3) are marketed thh1n a reasonably co1nc1dent
period. a2/ For purposes of reaching final determlnatlons in the instant

investigations, we cumulatively assessed the impact of imperts from Hungary,

the PRC, Romania, together with imports from Japan, Italy, and Yugoslavia.'

Id. at A-31-A-32.

38/

39/ Id. :

30/ Id. at A-32 and A-33.

41/ Id. at A-33.

42/ 19 U.S.C. § 1677(7)(C)(iv); H.R. Rep. No. 725, 98th Cong., 2nd Sess. 36~37
(1984). :
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As noted above, the imports from the six countries in questiqn are all
currently subject to investigation. 53/, The subject imports also have been
marketed within a reasonably coincident period. A/ The decision of whether
or not to cumulate thus turns on the issue of whether there is competition .
among the imports themselves and competitiqn between the imports and the
domestic products.

The respondents oppose cumulation, arguing, inter alia, that differences
in quality and/or produpt mix between imports from Hungary, the PRC, Romania,
‘and Yugoslavia on.the one hand, and those from Japan and Italy on the other,
precludes cumulation of the latter_with the former. |

Although some quality differences do appear to exist, we find that they
do not preclude cumulation. The principal quality differences identified by
" respondents relate to internal geometries and toleraﬁces, £he load carrying

) ) 45/ :
ability, the wear resistance, and life expectancy of their bear1ng§. — It

43/ See 52 Fed. Reg. 5841 (Feb. 26, 1987); 52 Fed. Reg. 11347 (Apr. 8, 1987).
Timken's petition requested that antidumping duties be imposed on LTFV imports
“from all six countries. The Commission's preliminary investigations of those
imports were conducted and concluded together. See 51 Fed. Reg. 31732 (Sept.
4, 1986); 51 Fed. Reg. 36874 (Oct. 16, 1986); Tapered Roller Bearings and
Parts Thereof, and Certain Housings Incorporating Tapered Rollers, from
Hungary, Italy, Japan, The People's Republic of China, Romania, and ,
Yugoslavia, Invs., Nos., 731-TA-341 through 346 (Preliminary), USITC Pub. 1899
(Oct. 1986). The Commission's final investigations are being conducted on
three different schedules only because Commerce extended its deadlines for
issuing its preliminary and/or its final LTFV determinations with respect to
each country. See 19 U.S.C. § 1673d(b)(2); 52 Fed. Reg. 5841 (Feb. 26, 1987);
52 Fed. Reg. 11347 (Apr. 8, 1987); 52 Fed. Reg. 11348 (Apr. 8, 1987).

44/ See Report at A-45-A—-48.

45/ See Report at A-4, A-6, A-8, A-9, and A-54. Domestic bearings are "case
hardened" which affects only the-outer surfaces of the bearings and allows the
bearing to better absorb the forces to which it is subject, while many of the .
imports are "through hardened" which results in a more brlttle bearing that

" does not last as long.



14

does appear that many imports are not suitable for the high precision segment

46 '
of the market. 26/ But in those applications where extremely precise

,folerance and longer life of the bearing are not as important, imports are

able to compete with domestic production. Those market segments are certain

non-driving axles (utility trailers, mobile homes), conveyors, and in the

47/ 48/

aftermarket for replacement use. Domestic tapered roller bearings

compete with imports from the six countries in question in the aforesaid

49 ;
segments of the market. 49/ The Hungarian, Chinese, Romanian, and

Yugoslavian imports also compete with imports from Japanese and Italian

bearings in those segments of the market. 20/ The domestic and imported

tapered roller bearings have similar channels of distribution. 21/ And in
the case of the inferior imports, there appear to be common channels of

distribution. 52/

46/ Id. at A-4, A-6, A-8-A-9, and A-54.

47/ Id at A-20 and A-22, A-54-A-57.

48/ Since ‘the quality of at least some of the inferior imports is acceptable
for the end uses to which they are put, the facts and circumstances in the .
present investigations are distinguishable from those in Certain Welded Carbon
Steel Pipes and Tubes from the People's Republic of China, Inv. No. 731-TA-292
(Final), in which the Commission declined to cumulatively assess the volume
and effect of imports of Chinese pipe with imports of pipe from other
countries, citing quality defects in the Chinese pipe, which rendered it
unusable for its intended. purposes. See USITC Pub, 1885 at 3 and 8-11 (Aug.
1986) .

49/ Report at A-20, A-22, and A-54-A-57; Tr. at 148-150. See also the
discussion in the Report concerning lost sales at A-61.

50/ Report at A-28, A--31, and A-73-A-78; Tr. at 148-150.

51/ Id. at A-24.

52/ 1d. at A-18.
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For those reasons, we have determined that there is sufficient
combetition among the imports from the six countries in question and between
the imports and the domestic product for purposes of mandatory
’ 53/

cumulation. =/ The volume and effect of the imports from the subject

countries accordingly will be éumulatively assessed.

Material injury by reason of unfairly traded imports

In determining whether the domestic industry is materially injured “by
reason of" LTFV imports from Hungary,'the PRC, and Romania, the Commission
considers, among ofﬁer féctors, the voluﬁe.of imports, the effect of importst
on prices in the United States for the like product, and the impacf of such
imports on the relevant domestic industry. 24/

We find that the large and stable volume and penetration of imports and
increasing value at a time of declining shipments by the domestic industfy,
togéther with evidence of fairlg consistent underselling by imports at a time
of declining prices, demonstrates that the'subject imports are a cause of

material injury to the domestic industry.

53/ Commissioner Eckes notes that the volume of imports varies from country to
country in these investigations. Some respondents argue against cumulation on
the basis that the volume of imports from individual countries are de minimis,
or relatively insignificant, and/or declining and thus are not a cause of
material injury to the domestic industry. In addressing these contentions, he
cites the discussion of the Court of International Trade in USX Corp. v..
United States, 655 F. Supp. 487, 492-94 (Ct. Int'l Trade 1987) where the Court
discusses the relevance of the "contributing effect test" to the analysis of
the impact of imports on the domestic industry. In sum, the Court explains
that the ‘'factual connection” between imports and material injury is provided
for by the "competition" test in the statutory provisiorns on cumulation.

54/ 19 U.S.C. § 1677(7)(B).
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The market penetration of imports remained at approximately 20 percent
throughout 1983--1986. 55/ The value of imports rose 37.8 percent from
1983-86. The market share by value also increased from 8 percent in 1983 to
10 percent in 1984. The market share by value dropped 6n1y sliéhtly in 1985
to 9 percent but increased to 11 percent in 1986. 56/

The pricing data obtéined by the Commission reflect general pkice
decreases from 1983 to 1986, and neariy universal underselling by the
importg 517 in every quart?r in which pricing comparisons with the domestic
product were possible. 58/ Further, information obtained from purchasers of
the imported grticles confirms that the imports compete with the domestic
product and that iﬁports were purchased because of their lower prices. The
record also shpws that prices are trending‘downward and have begn insufficient
to éover operating costsh §2( |

qu the foregoing reagons,_we determine that the domestic industry
producing tapered”rolier bearings gnd parts thereof and certain housings

incorporating tapered rollers is materially injured by reason of LTFV imports

from Hungary, the PRC, and Romania.

55/ Commissioner Eckes and Commissioner Lodwick note that the statute does not
require the Commission to find that imports are increasing, in order to reach
an affirmative determination of material injury. In evaluating the volume of
imports, the Commission may consider, in the alternative, whether the volume
of imports is significant in absolute terms or relative to production or
consumption in the United States. 19 U.S.C. § 1677(7)(C)(i).

56/ Report at Table 26.

57/ Except for certain Japanese tapered roller bearing cups.

58/ Id. at Tables 39-50. ‘

59/ See generally id. at A-58--A-88,
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Critical Circumstances

On May 8, 1987, Commerce determined that critical circumstances exist
Qith regard to imports. of tapered roller bearings from Romania. so/ Thus,
for those imports,‘the‘Commiséion must determine whethef:

the material injury is by reason of massive imports .

to an extent that, in order to prevent such material injury
frow recurring, %t is necessary.to impose ;antidumping
duties] retroactively on these imports. 2

' An affirmative critical circdmstances detérmination involves a finding
that, absent retroactive relief; thé massive imports éﬁat occurred after the
case was filed but before Commefce made its preliminary determination Qill
prolong or will cause a recurﬁence of material ihjury'tp the domestic
in&ustry. The purpose of the provision is to provide relief from a surge of
‘importé that occurred immediately prior to the suspension of liquidation and
to deter ihporteks from attempting to circumvent tHe'antidumping laws by
ma;sive shipments immediately after the filing df an antidumping
petition, 62/

' Fof'the five-month period between the date of filing of the petition and
Commerce's preliminary LTFV finding, imports from Romanié were 127vpercent
higher‘compared with imports during the 5-month period preceding the date qf
filing of the petition. However, imports during the period September 1986 to
January 1987 were only 3.7 peréeﬁt higher when compared with those imports
during September 1985 to January 1986. Moreover, there was a net 24 percent

decline in total 1986 imports from Romania compared with 1985. 63/

60/ 52 Fed. Reg. 17438.
/ 19

61 U.S.C. § 1673d(b)(4)(A).
62/ H.R. Rep. No. 317, 96th Cong., 1st Sess. 63 (1979).
63/ See the tabulation in the Report at A-57.
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Commissioner Eckes and Commissioner Lodwick note that based on monthly

import data since January 1985, the'monthly volume of imports during the

period under consideration corresponds to historical monthly import levels.

Based on this and the other data on import volume and trends, they do not find
a pattern of import volume which indicates an attempt to circumvent the
antidumping laws.

Commissioner RohrAnotes that the injury findings required in the context
of critical circumstances determinations are made on an individual country
basis and that the purpose of the detefmination is "to prevent material.injury
from recufring." 54/ The courts have stated thét we are “;q determine
whether the extent of massive imports will carry the injury already»fognd to

have occurred, beyond its normal duration . w85/

The statute sets
forth nb specific factors for the Commission to consider. Commissioner Rohr
believes that twq obviously important factors are the voluymes of imports and
of import inventories as these relate to market conditions.

He notes that the volume of Romanian imports did significantly increase
in the period during which retroactive duties would be assessed in the event
of an'affirmative finding over the preceding period. However, thig volume
remained small in relation to the total #arket and was consistent with the
traditional pattern of Romanian imports. FUrther, he notés that import‘

inventories in 1986 were 15 percent lower than those in 1985. 66/ Finally,

64/ 19 U.S.C. § 1673d(b)(4)(A).

65/ ICC Industries, Inc. v. United States, 632 F, Supp. 36, 41 (Ct. Int'l
Trade 1986), affirmed, 812 F.2d 694 (Fed. Cir. 1987).

66/ As a percentage of Romanian imports, import inventories did significantly
increase. This is a less significant indicator, however, than looking at
imports in the context of the overall market, which declined only 5 percent or
even of total domestic shipments which declined only 10 percent.
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he nofes,that fhe pérfieg provided ﬁo other reasonable basis for finding that
these imports'were having the requiéite.injurious effect. He canhot conclude
from this information that the massive Romanién import§ found to'exist by the
Departmenf of Commerce were made in such a manner as to substantially lessen
or aelay the impact of the duties to be assessed on_impprts as a result of
this inyestigation. 'They will not carry the injury "beyond its normal
duration." | |

Commissioners Eckes, Lodwick,;and Rohr find that the materiallinjury‘is
not by reason of massive imports froﬁ Romania to an extent that, in order to
prevent such material injury from recurriﬁg, it is'necessary to impose

antidumping duties retroactively on those imports.



LY
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VIEWS OF CHAIRMAN LIEBELER
Inv. Nos. 731-TA-341, 344, 345(Final)
Tapered Roller Bearings and Parts Thereof, and Certain

Housings Incorporating Tapered Rollers, from Hungary, the
People’s Republic of China, and Romania

-

I determine that an industry in the United States is
not materially injured, or threatened with material
injury, by reason of imports of tapered roller bearings
ahd parts thereof, and certain housings incorporating
tapered‘rollers,'from Hungéry, the Pepple's Republic of
China, and Romania which the Department of Commerce has

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

‘coﬁcur with the majority in its discussion of related
parties and definition of the domestic industry. I also
concur with the majority in its discussion of like
product, albeit with the same reservations advanced by
Vice Chairman Brunsdale in her opinion on pages one to
three. I concur with the opinion of Vice Chairman

Brunsdale with respect to cumulation and condition of the

1 .
As the domestic industry producing tapered roller
bearings is well established, material retardation is not
an issue in this investigation, and will not be discussed
further. : ~
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domestic industry. This opinion presents my views with

respect to causation.

Material Injury by Reason of Imports

In order for a domestic indusfry to prevail in a
final investigation, the'Commission’must determine that
the dumped or subsidized imports cause or threaten to
cause material injury to the domestic industry producing
the like product. First, the Commission must determine
whether the domestic industry producing the like product
is materially injured or is threatened with material
injury. Second, the Commissién must determine whether any
injury or threat thereof is by reason of the dumped or
subsidized imports. Only if the Commission answers both
questioﬁs in the affirmative, will it make an affirmative

determination in the investigation.

Before analyzing the data, however, the first
question is whether the statute is clear or whether one
must resort to the legislative history in order to
interpret the relevant sections of the antidumping law.
The accepted rule of statutory construction is that a

statute, clear and unambiguous on its face, need not and
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cannot be interpreted using secondary sources. Only
statutes'thatAare of doubtful meaning are subject to such

.
statutory interpretation.

The stétutory language uéed for both parts of the
two-part analysis is émbiguous. #Material injury” is
defined as ”“harm which is not inconsequential, immaterial,
or unimportaint."3 This definition leaves unclear what
is meant by harm. As for the causation tesf, ”by reason
of” lends itgelf to no easy interpretation, and haé been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ
as to the interpretation of the causation and material

injury sections of title VII. Therefore, the legislative

“history becomes helpful in interpreting title VII.

The ambiguity arises in part because it is clear that
the presence in the United States of additional foreign
supply will always make the domestic industry worse off.

Any time a foreign producer exports products to the United

2

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

3 .
19 U.S.C. § 1977(7) (&) (1980).
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States, the increase in supply, ceteris paribus, must

result in a lower price of the product than would
otherwise prevail. If a downward effect on price,
accompanied by a Department of Commerce dumping or subsidy
finding and a Commission finding that financial indicators
were down were all that were required for an affirmative
determination, there would be no need to inquire further

into causation.

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

[T]he ITC will consider information which

indicates that harm is caused by factors other
4

than the less—than-fair-value imports.
The Finance Committee emphasized the need for an
exhaustive causation analysis, stating, ”the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between the

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

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

5
- Id.
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The Senate Finance Committee acknowledged that the
causation analysis would not be easy: " ”The determination
of the ITC with respect to causation, is under current
law, and will be, under section 735, complex and

] - . ir . _ ' '-‘6
‘difficult,.and is matter for the judgment'of the ITC.”
Sincevthe.ﬁoméstic iﬁdu;try i;:né doubt.wofse off by the
presence of éhy‘imports (whether LTFV or fairly traded)
énd Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission
must delve further to find what condition Congress has

attempted to remedy:

In the legislative history to the 1974 Act, the Senate

Finance Committee stated:

This Act is not a ’/protectionist’ statute
designed to bar or restrict U.S. imports; rather, -
it is a statute-designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

'7 .
United States industry.

Id.

7 , )
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. : : .
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Thus, the focus of the analysis must be on what
constitutes unfair ﬁrice discrimination and what harm

results therefrom:

[(Tlhe Antidumping Act does not proscribe
transactions which involve selling an imported
product at a price which is not lower than that
needed to make the product competitive in the
U.S. market, even though the price of the
imported product is lower than its home market
- 8
price.

This ”difficult and complex” judgment by the

" Commission is aided greatly by the use of economic and

financial analysis. One of the most important assumptions
of traditional microeconomic theory is that firms attempt

9

to maximize profits. Congress was obviously familiar

with the economist’s tools: #[I]mporters as prudent
businessmen dealing fairly would be interested in -
maximizing profits by selling at prices as high as the

10
U.S. market would bear.”

Id.

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

10

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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An asserﬁion'of unfair price discrimination should be
‘accompanied by 5 factual recofd that cah support such a
. conclusion. In accord with economic theory and the
legislative history, foreign firms should be presumed to
behave rationally. Therefore, if fhe factual setting in
which the unfair imports occur does not support any gain
to be had by uﬁfair price discrimination, it is reasonable
to conclude that any injury or threat of injury to the

domestic industry is not‘”by reason of” such imports.

In many'casesAunfair price discrimination by a
competitor would be irrational. In general, it is ﬁot
rational to charge a price below that necessary to sell
~one’s product. In certain circumstances, a firm may try
to capture a sufficient market shafe to be able to raise
its price in the future. To mové-from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It is this
condition which Congress must have meant when it charged
us ”“to discourage ana prevent foreign suppliers from using
unfair price discrimination practices to the detriment of

) 11
a United States industry.”

11 :
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. ' L
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In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

an affirmative finding under the law interpreted in light
12

of the cited legislative history.

The stronger the evidence of the following . . .

the more likely that an affirmative determination

will be made: (1) large and increasing market

share, (2) high dumping margins, (3) homogeneous

products, (4) declining prices and (5) barriers

to entry to other foreign producers (low

13

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

14
general impact of imports on domestic producers. The

legislative history provides some guidance for applying
these criteria. The factors incorporate both the
statutory criteria and the guidance pfovidedvby the
legislative history. Each of these factors is evaluéted

in turn.

12 '
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

13
Id. at 16.

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

Examiniqg import penetration data is relevant bécause
unfair pricevdiscrimination has.as its goal, andlcannot»
take place in the absence of, market power. Imports of
tapered roller bearinés from Huhgary; the People’s
Republic of China'(PRC), Romania and Yugoslavia-have been
small, whether measured on ajéuantity'or a value

15 .
- basis. On a cumulated quantity basis, these imports

represented 4.3 percent of U.S. consumption in 1983, 3.6"
percent in 1984, 5.2 percent in 1985, and 4.2 percent in

4 1986.16 Oon a cUmulated value basis, imports from these
countries constituted 1.2 percent of U.S. consumption in
1983, 1.0 perceht in 1984, 1.4 percent in 1985, and 1.2
percent in 1986.17 Thus, imports from Hungary, the PRC,
Romania, and Yugoslavia account for a very small market
share. Consequently, the first indicétor suggests that

unfair price discrimination conditions are not likely to

exist.

15 ‘

I have determined to cumulate imports from Hungary,
the PRC, Romania and Yugoslavia. See Opinion of Vice
Chairman Brunsdale at pp. 43-53 in which I concur.

16
Report, at Table 26.

Id.
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The second factor is a high margin of dumping or

subsidy. The higher the margin, ceteris paribus, the more
likely it is that the product is being sold below the

: 18
competitive price and the more likely it is that the

domestic producers will be adversely affected. The
Department of Commerce has calculated the pércentage
dumping margin for imported tapered roller bearings from
Hungary to be 7.42 percent, the margin for imports from
the PRC to bé 0.97 percent, and the margin for Romanian
imports to be 8.70 percent.19 The preliminary dumping
margin for imported tapered ;gller bearings from

Yugoslavia is 33.61 percent. These LTFV margins are

low to moderate, and basically inconsistent with a finding

" of unfair price discrimination.

o

The third factor is the homogeneity of the products.

The more homogeneous the products, the greater will be the

18
See text accompanying note 7, supra.

19

Report at A-13. A weighted dumping margin by quantity
will be closer to the margins for Romania and Hungary
given the higher amounts of imports from those countries.
Report at Table 26.

20
Report at App. C.



effect of any allegedly unfair practice on domestic
producers of the’1ike product. While tapered roller
‘bearings from Hungary, the PRC, Romania, and Yugoslavia do
. meet minimal professionallstandards, there is considerable
evidence that roller bearings from these countries.are '
inferior in quality to American beérings and to Eearings

21 )
made in other countries.: Among other things, bearings

from Hungary, the PRC, Romania, and Yugoslavia generally
have lower tolerances and fatigue life and~1ess‘precisez
geometries ﬁhanvtheir counterparts from America and other
countries.22 As a consequence, sales of these lower

| quality bearings are generally restricted to the low-end,
less~demanding segments of the tapered roller bearing
market,.23 fhere also appear to be some distinct
'differences in the level of services provided by
 importers/distributors of bearings from Hungary, the PRC,
Romania, and Yugoslavia and those provided by U.S.

producers and importers/distributors from other countries, -

with the importers/distributors of bearings from the

21
Report at A-54 to A-57.

22 :
Report at A-54.
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countries under investigation offering no special customer

24
services. I thus find that imported tapered roller

bearings from Hungary, the PRC, Romania, and Yugoslavia

are generally not close substitutes for domestic'products.

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share. For the products investigated, domestic
prices have generally decreased from 1984 t6‘1986.25
Producer prices decreased for eight of the twelve
available price series, and price declines for these eight
series ranged from 6 percent to 27 percent.26, Thus,

the price data are not inconsistent with a finding of

unfair price discrimination.

The fifth factor in the five factor test is barriers
to entry (foreign supply elastictity). If there are

barriers to entry (or low foreign elasticity of supply) it

24
Report at A-57.

25
Report at Tables 27 through 32.

26 -
Report at A-59 and A-60.
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is more likely that-a producer can gain market power.
Imports from Hungary, the PRC, Romania, and Yugoslayia
account for a small minority of U.S. imports of tapered

: : .27 .
roller bearings and parts thereof. Japanese imports

by far dominate the'imported tapered roller bearing
market, accéuﬁfing, on a éuéntity baéié, for well over ten
percent of épparent'U.S. conéumptibn—-mére than twice the
amount imported from tﬁg counfries in question.z_8

However, thesé impofté, iﬁ coﬁtrasf to the
above-referenced cumulated imports, are at the high
quality end of the market. Moreover; they are currently
subject to a preliminary affirmative dumping determination
by the Department of Commerce.29 It is thus difficult

to assess the precise degree to which imports from‘

non-cumulated countries constitute a restraint on market

power.

Thesé.factors must be balanced in each case to reach

a sound determination. While domestic producer prices

27
Report at Table 26.
Id.

29
Report at A-132
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have been declining, and it is difficult to precisely
assess barriérs to entry, all other factors clearly
support a negative determination on the issue of material
injury. Import penetration is very small; LTFV margins
are low to moderate, and the products are not
homogeneous. 'Thus, there is no iﬁdication of material
injur& by reason of dumped imports of tapered roller
bearings and parts thereof and certain housings

incorporating tapered rollers from Hungary, the PRC, and

Romania.

Threat of material injury

In determining whether an industry in the United:

States is threatened with material injury by reason of

imports the Commission takes into consideration various
factors including the rate of incfease of the subject

imports, the rate of increase in U.S. market penetration
by such imports,.increaseé of imports held in inventory in
the United States, and the capacity of producers in the

. ' 30
exporting countries to generate exports. For the

30
See 19 U.S.C. §1677(7) (F).
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most recent annual period for which there is available
data, importé,of'tapered‘roller bearings from the
countries in quésfioh féll"from 14,212,000 units to

31
11,255,000 units, a. decrease of over 20 percent.

Indeed, impbrts from these countries stood, in the latest
reported period, at their lowest level in four years.32
In addition, import penetration from these dountries,
whether measured on a quantity or value basis, also
declined during the latest reported period.33 These
figures.clea;ly-cut againstva determination that the
domestic industry is threatened with material injury by

reason of these imports. -.

Other data also support this conclusion. To the
“extent such figures are available, inventories from the
countries in question appear to be essentially stable or
declining.34 Similarly, there do not appear to be any

sharp increases by these countries in shipments of tapered

31 ‘
Report at Table 26.

34
Report at Table 20.
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roller bearings to the United States, or in the production

35 ,
of said bearings. I thus find that the domestic

industry is not threatened with material injury by reason
of imports of tapered roller bearings and parts thereof
and certain housings incorporating tapered rollers from

Hungary, the PRC, and Romania.

Conclusion

Therefore, I conclude that an industry in the United
States is not materially injured or threatened with
material injury by reason of dumped imports of tapered
roller bearings and parts thereof, and certain housings
incorporating tapered rollers from Hungary, the PRC, and

Romania.

35
Report at Table 21.
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. DISSENTING VIEWS OF
VICE CHAIRMAN ANNE E. BRUNSDALE

Tapered Roller Bearings and Parts Thereof
and Certain Housings Incorporating Tapered Rollers
from Hungary, The People's Republic of China, and Romania
Investigations 731-TA-341, 344, and 345 (Flnal)

June 5, 1987

'I determine that the domestic tapered roller bearing industry is
‘not materially injured or threatened with material injury by
reason of less-than-fair-value (dumped) imports from Hungary, the
| People s Republic of China (PRC), and Romania. With some
reservations, which I note below, I concur with the majority s

. decision on like product and definition of the industry I find
' the evidence regarding injury to the domestic industry to be
equivocal, as I discuss below, but I assume arguendo for purposes
of this opinion that the domestic industry is materially
"injured. I part ways with the majority principally in its
conclusion that material injury to the domestic industry has been

caused by the dumped imports at issue in this case.

Definition of the Like Product and Domestic Industry

I agree with the majority's conclusion that the like product in.



38 -

these investigations consists of all tapered roller bearings and
parts thereof, finished or unfinished; flange, take-up,
cartridge, and hanger units incorporating.roller bearings; and
tapered roller housings (except pillow blocks) incorporating
tapered rollers, with or without épindles, whether or not for
automotive use. I also agree with the majority here, and with
the unanimous view of the Commission in the preliminary
investigation in this case, that thére is a single domestic
industry for that like product and that thé indusffy includes all
domestic producers. Therefore I agree with the majp;ity that the
relevant domestic industry consists of the ten domestic producers
of tapered réller bearings and parts thereof and certain housings
inéorporating tapered rollers.

As should become more apparent in my discussion of the
cumulation issue, I disagree with the majority's conclusion that
the foregoing definition of the-like product is supported by the
evidence regarding the uses and interchangeability of imported
and domestic roller bearings. Of the five factors traditionally
relied upon bj the Commission in making the like product

1
determination, several are not satisfied in this case. As I

1
These factors are generally identified as (1) the
(Footnote continued on next page)
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discuss below, there is significant evidence that the qualify}of
the bearings imported from Hungary, the PRC, Romania, and
Yugoslavia is so low that these bearings are not viewed or used
by customers as reasonably interchangeable substitutes for the
higher quality domestic product. -Indeed, this evidence is so
strong that I would find it difficult to agree with the
majority's definitioh of'the ;ike product if it were not for the
controlling ianguage'df the statute.2
As noted by the majority, in cases like this one where there

is no identical domestic substitute, the statute directs that we

examine the domestic production of the product most similar to

(Footnote continued from previous page)

physical appearance of each product; (2) the uses; (3)
whether the products are interchangeable; (4) customer
perceptions of the articles; (5) channels of distribution:
and (6) whether there are common manufacturing facilities.
and production employees. Each of these factors is
considered on a case-by-case basis. As I have stated in
prior opinions, all of these factors address the essential
question of product substitutability from the standpoint of
both the producers and consumers of the products in
question. See, e.g., Certain Copier Toner from Japan, Inv.
731-TA-373 (Preliminary), USITC Pub. 1960 at 25 (March 1987)
(Concurring views of Chairman Susan Liebeler and Vice
Chairman Anne E. Brunsdale).

2 .

See 19 U.S.C. 1677(10). The statute defines "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...."
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3
the imported article. The domestic products most similar to
the low-quality roller bearings imported from the three countries
in this investigation are the high-quality roller bearings
produced by the domestic industry.

Condition of Industry

In determining the condition of the domesticlindustry, the
Commission considers, among other factors, domestic consumption,
U.S. production, productive capacity, capacity utilization,
inventbries, shipments, employmént, and financial

performance.4 Apparent consumption of tapered roller bearings
increased from 1980 to 1981, declined from 1981 to 1983,
increased from 1983 to 1984, and declined from 1984 to.1986.5
Domestic production has génerally pé:alleled consumption, with
193,520 tapered roller bearings being produced in 1983, 236,249
in 1984, 210,268 in 1985, and 180,569 in 1986.6 Domeétic ‘
production ihus increased from 1983 to 1984, but has declined

since then, although 1986 production was only 6.7 percent lower

3

See majority opinion at 7, n. 17.
. -

19 U.S.C. 1677(7) (C) (iii).

5
See Staff Report at A-25 (Table 6), A-23 (Figure 3).

. See Staff Report at A-28 (Table 7).
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than production in 1983..-~ U.S..productive capacity, however,
remained generally stable during the 1983-1986 period, while
capacity utilization”jumped sharply from the 50 percent range in
1983 to over 65 percént in 1584, before settling back to around
the 50 percent range in._;1986.8
- pgta for domestic shipments ;nd inventories also tend to
parallel consumption and prodﬁction statistics. Shipments
increased from 1983 to 1984 before declining during 1985 and
1986.9 Shipmenté were; on a quantity basis, 164,249 in 1986 as
~compared to 190,391 in_1983.10 End-of-period inventories
followed the same pattern, increasing from 1983 to 1984, and then
declining.ll. The volume of inventories in 1986 was 0.4 percent
higher than the level in 1983.12 ' o : -
With respect to empioymenf and wages, the number of
production and related workers employed in the manufacture of

tgperéd‘roller'bgarings,declined from 7,506 workers to 6,792 -

See Staff Report at A-29 (Table 8).

Id.

11
See Staff Report at A-30 (Table 9).
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workers from 1983 to 1986. " This represented a decline of
about 9.5 percent. Average hourly wages fell from $12.88 to
$12.45 or about 3.3 percent, although avefage total hourly
compensation fell somewhat more sharply.14

The financial performance of‘tapered roller bearing
operations of the major U.S. producers was, not unexpectedly,
strongest in 1984. The industry experienced opefating losses in
1983, 1985, and 1986.15 Losses as a ratio to net sales,
however, have declined in recent years.16

Another important indicator of industry finhancial health is

. the stock price of the Timken Company, which produces a majority

of all U.S. tapered roller bearings. Timken's stock price has

been relatively flat from 1982 to 1987, a period during which
17

broader stock market indices have more than doubled.

Nevertheless, on May 12, 1987, the date of the hearing in this

case, Timken stock closed at $60.75 per share, its highest price

13 _ :
See Staff Report at A-32 (Table 11).

1d.
15
See Staff Report at A-34.

16
1d.
17
See Staff Report at A-37.
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in three years. Moreover, despite its domination of the U.S.
tapered roller bearing industry, Timken is more than just a
bearing cbmpaﬁy.‘ Timken is also a steel producer, and this
product line has:generally had significant losses during the past
few years.19 In addition, steel felated companies have been
among the weaker performing equity groups in recent years.2o
Thus, while Tinken's rel;tiVely depresssed stock price is one
indicator of possible weakness in the tapered roller bearing
industry, it is far from 5 conclusive one.

In sum, there is evidence that the tapered roller bearing
industry experienéed séme difficulties during the period under
ihvestigationf The evidence regarding material injury, however,

is not entirely conclusive. Assuming argquendo that such injury

does exist, I proceed to'analyze.the issue of causation.

Cumulation for Assessing Material-Igjury'

Section 771(7) (C) (iv) of the Tariff Act of 1930 requires that the
Commission cumulatively assess the volume and price effects of

imports when certain specific criteria are met:
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[Tlhe Commission shall cumulatively assess the volume
and effect of imports from two or more countries of
like products subject to investigation if such imports
compete with each other and with like products of the
21
domestic industry in the United States market.

The purpose of this provision, added by Congress in 1984, was to
codify and mandate the Commission's previously discretiohary

: 22
practice of applying cumulation on a case-by-case basis.

Cumulation is intended to allow the Commission to assess injury to
domestic industry correctly in situaﬁions where the alleged harm
is caused by the combined effect of unfair imports from many
sources operating in the market.

Since the'cumulation.provision‘was adopted, the Commission
has interpreted it as requiring thatAimports from different
countries be cumulated if they (i) compete with each 6ther and
with the domestic like products and (ii) are éubject to

23 o
investigation at the same time. Each of these requirements

21
Trade and Tariff Act of 1984, Pub. L. No. 98-573, 98
Stat. 2948, 3033 (codified at 19 U.S.C. 1677(7) (C) (iv).

22

See generally Mock, Cumulation of Import Statistics in
Injury Investigations before the International Trade
Commission, 7 Nw. J. of L. & Bus. 433, 439-40 (1986).

23 )
See Certain Carbon Steel Products from Austria,
(Footnote continued on next page)




45

flows logically from the purpose for which Congress designed the
cumulation doctrine. The first condition exists because it is
unlikely that imports are combining to "hammer" domestic industry
if they are not closely competitive with each other and the
domestic products. Since Title VII requires that we only assess
injury to domestic industry from upfairly traded imports, it is
_entirely appropriate as a separate requirement that we only
cumulate imports which are subject to dumping or countérvailing
duty proceedings. |

Petitioners in this case urge the Commission to cumulate LTFV
imports from Hungary, the People's Republic of China, and Romania
with LTFV imports of tapered roller bearings from Japan, Italy,

. 24
.and Yugoslavia. It is 1ndisputable that bearings from all of

(Footnote continued from previous page)
CzechoslovakiaLiEast Germany, Hungary, Norway, Poland,
Romania, Sweden, and Venezuela, Invs. 731-TA-213-217, 219,
221-226, and 228-235 (Preliminary), USITC Pub. No. 1642 at
13 (February 1985); see also 19 U.S.C. 1677(7)(C)(1v), H.R.
Rep. No. 1156, 98th Cong., 2d Sess. 173 (1984).

24
See Petitioners Prehearing Brief at 53-56. The

Department of Commerce made preliminary determinations that

imports from Japan, Italy, and Yugoslavia are being sold at

LTFV. See Tapered Roller Bearings and Parts Thereof,

Finished or Unfinished From Japan; Preliminary Determlnatlon

at Less Than Fair Value, 52 Fed. Reg. 9,906 (ITA 1987);

Tapered Roller Bearings and Parts Thereof, Finished or

Unflnlshed from Italy; Preliminary Determination of Sales
(Footnote continued on next page)
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these countries were in the domestic market at the same time and
that they are all now subject to investigation. However,
respondents argue that imports of tapered roller bearings from the
Communist countries should not be cumulated with those from Japan
or Italy because tapered roller béarings from all of the various
importing countries do not sufficiently "compete."25 Because

the facts of these finalAinvestigations show that the imports from
the Communist countries are not sufficiently competitive with
imports from Japan and Italy,vI agree with the respondents that
their imports should not be cumulated with those from Japan or

26
Italy.

(Footnote continued from previous page)

- at Less Than Fair Value, 52 Fed. Reg. 3,835 (ITA 1987):

Tapered Roller Bearings and Parts Thereof, Finished or
Unfinished, from Yugoslavia; Preliminary Determination of
Sales at Less Than Fair Value, 52 Fed. Reg. 3,640 (ITA 1987).

25

See, e.g., Prehearing Brief of Magyar Gordulocsopagy
Muvek at 14; Prehearing Brief of China National Machlnery &
Equipment Import & Export Corporation at 7.

26

Petitioners contend that the question of whether imports
"compete" for purposes of possible cumulation is the same as
the "like product" inquiry for purposes of defining the
relevant domestic industry. See Petitioners brief at 56.
The Commission has never agreed with this view although it
has been considered in previous cases. See, e.g., Welded
Carbon Steel Pipe and Tube from Yugoslavia, Turkey, India,

and Taiwan, Invs. 701-TA-251, 252 and 253 (Preliminary) and

731-TA-271, 272, 273, and 274 (Preliminary), USITC Pub. 1742
(Footnote continued on next page)
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To detefming which imports sufficiently compete with one

‘another for purposes of applying the cumulation provision of the

- . law, the Commission traditionally has considered a number of

factors including the factor that I find most helpful:

the degree of fungibility between imports from
different countries and between imports and the
domestic like product, including consideration of
specific customer requirements and other
quality-related questions.

This factor is among the factors identified by the Commission in

- an early decision on this subject, Certain Carbon Steel Products .

from Austria, Czechoslovakia, East Germany, Hungary, Norway,

27
Poland, Romania, Sweden, and Venezuela.

(Footnote continued from previous page)

at 12, n. 28 (August 1985); 0il Country Tubular Goods from
Austria, Romania and Venezuela, Invs. 701-TA-240 and 241
(Preliminary) and 731- TA-249-251 (Preliminary), USITC Pub.
1679 at 9 (April 1985). The one case supporting this point
of view, American Grape Growers Alliance v. United States,
615 F. Supp. 603 (CIT 1985), was overruled by the Court of
Appeals for the Federal Circuit in American Lamb Co. v.
United States, 785 F.2d 994 (Fed. Cir. 1986). Moreover, the
Court's discussion of this issue in the Grape Growers case
was strictly in the context of the Commission's
consideration of cumulation at the preliminary phase of the
investigation, not the final phase where, as here, the facts
have been fully developed. As the court stated: "...the
decision not to cumulate was erroneous because it depended
on a depth of analysis and specificity of information which
is unreasonable to expect, and unlawful to demand, in the
preliminary phase of the investigation." 615 F. Supp. at 605.

27 .
Invs. 731-TA-213-217, 219, 221-226, and 228-235
(Preliminary), USITC Pub. No. 1642 at 13 (February 1985).
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The degree of "fungibility" refers to the extent to which
‘there is a high degree of substitutability between the products
under consideration. Obviously if imports are not highly
substitutable among themselves and with the domestic products
under consideration, it is not reasonable to assume that their
combined impact on the domestic industry can be fairly assessed
by simply summing them as the Commission has traditionally done
when it applies the cumulation provision.

When imports from two or more countries are close
substitutes, it is logical to assume that they will have the same
kind of impact on the domestic industry. In such a circumstance
it makes sense to simply add them together to determine their
combined effect on the domestic industry. However, if a high
degree of substitutablity is not present, imports from different
countries will have different impacts on the domestic industry
producing similar products. In such a case it makes no sense to
simply add the imports together to assess their‘éombined effect.
As the degree of substitutability between the imports under
consideration becomes lower, the difficulty of correctly
"cumulating" their volume and price effects becomes so great that
it far exceeds the approach reasonably contemplated by Congress
when it mandated that the Ccmmission cumulate imports in certain

28
cases.

.28

In such a case it might be appropriate to assess
separately the impact of imports in light of the impact of
other unfairly traded imports even though cumulation is not
appropriate. '
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To determine whether products are close substitutes, the
Commission considers the ability of the products to serve the
same end-users in the market for the like product.29 Factors
. to consider include whether the goods are in fact sold to the
same end-users, whether there are material differences in
customer requirements, and whethe: there are quality differences
that would cause customers to view the products as being-
materially different.30

There is substantial evidence that the quality of tapered
roller bearings from the Communist countries is.so'much lower
than the quality of tapered roller bearings from Japan that
«;oustomersiin the overall marketplace view them as substantially
different and not highly substitutable products. While there is
not a great deal of evidence at thie time regarding the quality

or uses of Italian bearings, the evidence now in the record

suggests most strongly that Italian bearings are of the same high

29

Certain Malleable Cast-Iron Pipe Fittings from Japan and
Thailand, Invs. 731-TA-347 and 348 (Prelimlnary), USITC Pub.
No. 1900 at 8-9 (October 1986).

30

For a discussion of these issues, see Certain Cast-Iron
Pipe Fittings from Brazil, Korea; and Taiwan, Invs.
731-TA-278-281 (Prelimlnary) USITC Pub. No. 1753 at 9-10
(September 1985).
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quality as their'American and Japanese counterparts. As
noted in the staff report, tapered roller bearings from Hungary,
the People's Republic of China, Yugoslavia, and Romania are
generally made of carbon steel and are "through hardened" instead
of "case hardened," which makes them less able to absorb shock
and less wear-resistant.32 Overall, the imports from these
four countries have lowér tolerances and a shorter fatigue life
than tapered roller bearlngs from the United States, Japan, and
Italy.33

Not surprisingly under these circumstances, the imports from

the Communist countries are sold almost entirely into the

segments of the marketplace with the least demandiﬁg applications

31

See Staff Report at A-54-55, A-56-57. Importers of
tapered roller bearings noted that bearings from the
Communist countries are not engineered as well as Italian
bearings, and customers show a preference for Italian
bearings. They also stated that the quality of Italian
bearings is more con51stent Id.

32

See Staff Report at A-8-9 (for a discussion of the
process of "through hardening"), A-54 (for the statement
that bearings from these Communist countries are through
hardened), and A-131-133 for the industry's perception of
the differences in quality between case-hardened and
through-hardened bearings. .

33
Id. at A-54.
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. 34
=~ the so-called "low-end" of the bearing marketplace.
According to the staff report, about 75 percent of the U.S.
imports from'Hungary, the PRC, Romania, ahd Yugoslavia are sold
in the non-driving axle market, and about 85 percent of the
consumption in tﬁat market is-accdunted for by imports from those
countries.35 Less than 1 percent of shipments by U.S.
producers and less than 10 percent of shipments by Japaneée
brodﬁcers were into market segments accounting for around
three4quarters of'the shipménts from Hungary, the PRC, Romania,
and Yugoslavia.36 There is some overlap between the customers
fér bearings from the Communist countries on the one hand and
Japan, Italy, and the United States on the other,37 but the.
evidence seems clear that the.vast majority of the bearings from
- these groups of‘c?untries are put to different uses.

Recognition of significant differences in quality between

the bearings produced by the two different groups of countries

Id. at A-20 and A-22 (Tables 4 and 5); see also id. at

36 .
See id. at A-20 (Table 4).
37
For example, it appears that both groups make some sales
into the "aftermarket" market segment. See id. at A-20
(Table 4).
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was noted among respondents to questionnaires from the
Commission. Importers of bearings from the low-end producing
countries noted that customers do not accept tapered roller
bearings from these countries as widely as products from U.S.,
Italian, and Japanese producers.38 Importers of the low-end
products also noted that they concentrate their sales efforts in
the low-end of the market becaﬁse tapered roller bearings from
the Communist countries are inferior to U.S., Italian, and
JapaneSe products, and because bearings from the Communist
countries do not meet the quality specificg;ions of purchasers in

the more demanding segments of the market. While there were

a few fans of the lower-quality pfoduéts, many of the customers

' surveyed by the Commission attested to the lower quality of the

, 40
Hungarian, Chinese, Romanian, and Yugoslavian bearings.

Appendix D in the staff Report contains many documented
examples of material differences in quality between the bearings
under consideration. 1In fact, a representative of one U.S.
producer candidly admitted to the Commission staff that the

bearings from the Communist country producers were of very low

38
See Staff Report at A-73-A-74.

See id. at A-54.

40
See id. at A-55-A-57.
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quality and that the industry did not consider them to be
competitors of the U.S.- and Japanese-made products;41

The difference in quality proved by the evidence in this
case is not a superficial distinction. I am persuaded by the
clear preponderance of the evidence that bearings from all of the
countries now under investigation are not close substitutes among
themselves or with the great majority of the domestic products.

There is a material difference between the bearings from
Hungary, the PRC, Yugoslavia, and Romania and the bearings
produced by U.S., Italian, and Japanese producers. The products
of the two groups of countries are nét sufficiently close |
‘substitutes to support the cuﬁulation of all imports in the
analysis of the causation of potential“injury'in this case.42
Accordingly, for purposes of assessing causation of material
injury in these investigations, I cuﬁulate the imports of

Hungary, the People's Republic of China, Romania, and Yugoslavia,

but not the imports of Japan or Italy.

41
See id. at A-55. The actual text of the referenced
statement is confidential.

42 -

Both Japanese and Italian sellers offer a wide range of
engineering and testing services to purchasers of their
products. These services are not similarly available from
sellers of bearings from the Communist countries. This
difference in availability of service is yet one further way
in which the marketplace does not view all bearings as close
substitutes. : '
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Causation Analysis: Material Injury by Reason of LTFV Imports:

Material Injury. To analyze the effect of dumped imports on the

domestic industry, it is necessary to consider, among other key
factors, the import penetration ratio for the dumped imports and
" the dumping margin reported by the Department of COmmerce.43
Dumped imports from the four cumulated countries, ﬁungary, the
PRC, Romania, and Yugoslavia, were a relatively tiny part of
domestic consumption throughout the period of inveétigation. On
the basis of quantity, the share of dumped imports from these
four countries was only 3.8 percent in 1984, 5.0 percent in 1985,
and 4.3 percent in 1986.44 On the basis of value, the share of
dumped imports from these four countries was only 1.0 percent in
1984, 1.4 percent in 1985, and 1.2 percent in 1986.45

The weighted average dumpiﬁg margins for these four

countries were also low. Final margins were 7.42 percent for

43 :

For a discussion of the role of import penetration
ratios and dumping margins in assessing harm to a domestic
industry, see Memorandum from the Office of Economics,
EC-J-010 (January 7, 1986), at 29-31.

44
Staff Report at A-53 (Table 26).

Idl
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46 47
Hungary, 0.97 percent for the PRC, and 8.7 percent for
48
Romania. The preliminary LTFV margin for Yugoslavia was
49
33.61 percent. It has been my experience that the final

margins computed by the Department of Commerce are often
significantly lower than the~pre1ihinary margins computed in the
same case. Nonetheiess,lthe best available evidence is the
preliminary-mafgin for Yugoslavia. Using the above margins for
each country, the quantity-weighted average dumping margin for

. 50
the cumulated countries was 11.72 percent.

46

Final Determination of Sales at Less Than Fair Value;
Tapered Roller Bearings and Parts Thereof, Finished or
Unfinished; From the Hungarian People's Republic, 52 Fed.
Reg. 17,428 (ITA 1987).

47
Commerce announced the dumping margin for imports of
tapered roller bearings from the People's Republic of China
on May 21, 1987. Commerce determined that the margin was
0.97 percent, and the finding of dumping excluded all
Chinese producers. See Memorandum from Director of
Investigations (May 26, 1987). Commerce's final
determination in the case has not been published.

48

Final Determination of Sales at Less Than Fair Value;
Tapered Roller Bearings and Parts Thereof, Finished or
Unfinished, From the Socialist Republic of Romania, 52 Fed.
Reg. 17,433 (ITA 1987).

49 .
Tapered Roller Bearings and Parts Thereof, Finished or
Unfinished, From Yugoslavia; Preliminary Determination of
Sales at Less Than Fair vValue, 52 Fed. Reg. 3,640 (ITA 1987).

50
This margin is slightly overstated because the
(Footnote continued on next page)
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For purposes of my analysis, I will assume that the entire
dumping margih was passed through to reduce the price of the
cumulated imports.51 Thus, I will assume that if importers had
to pay a "fair" price for these tapered roller bearings, they
would have had to pay in the aggregate at most only '11.72 percent
more for the imported product than they in fact paid.

"It is obviously impossible to quantify exactly the volume,
price, and revenue impacts of the cumulated dumped imports with
this price advantage. But we can make a reasonable estimate
through the following approach =-- using volume and pricing data
for 1986, and assuming that domestic demand for total imports
would have remained fairly close to its historic performance.52

At the outset, there is no evidence to sﬁggest that the

cumulated imports would have disappeared from the market simply

(Footnote continued from previous page)

Department of Commerce concluded that there were no direct,
LTFV sales by PRC producers. The dumping margin on PRC
goods was determined to exist only on certain sales by a
Hong Kong trading company. See Federal Register notice.

51

If, as is likely, the entire dumping margin was not
passed through to the imported goods, then my analysis
overstates the magnitude of the adverse effects on the
domestic industry caused by dumped imports.

52

The reasonableness of this latter assumption is
supported by the Analysis of the Commission's Office of
Economics in Memorandum EC-K=-216.



57

because they were priced 11.72 percent higher. Assuming that
overall domestic demand remained constant (or at least did not
change in a dramatically different way for imported and domestic
products), the cﬁmulated imports would have remained in the

. market and the quantity of their sales would have depended upon
‘their perceived attractiveness to consumers in light of the
available alternatives. At the most cumulated imports would have
amounted to 11,255,000 units sold, at an average price of 77
cents per unit -- the number §f cumulated units that were
actually sold in 1986 at the 1986 average price (69 cents per
unit) plus 11.72 percent.53 At the least, cumulated imports
~would have been zero (a circumstanée which would occur if
consumers switched entirely to the available élternatives).

.. The principal alternatives available to consumers were the
higher quality bearings produced by domestic companies or
imported from Japan and Italy. How many of the sales of

.cumulated imports would have been sales of domestic bearings if
the cumulated imports had been priced 11.72 percent higher?

For purposes of this'analysis, I am willing to assume that

the domestic companies were the bnly other producers in the

market. I am thus eliminating the possibility that some sales

53
See Staff Report at A-51 (Table 25).
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would have gone instead to Japanese and Italian producers. I do
this because dumping investigations involving Japanese and
Italian imports are now pending. To give the petitioners the
benefit of all doubt, I assume that any price advantage enjoyed
by Japanese and Italian imports'OQer their domestic counterparts
was the result of LTFV pricing. I am also ignoring the very real
presence of prdducers from other countries not now subject to
dumping investigations -- producers that in 1986 accounted for
over 3.6 percent (on a value basis) of the sales of all bearings
excluding those now subject to dumping investigations.54
Making the foregoing assumptions, if the producers of the
cumulated imports and the domestic companies were the only
producers in the market, at the most domestic sales would have
increased by 11,255,000 units in 1986. This result assumes not a
single customer purchased any of the cumulated import products.
To determine the positive revenue impact on the domestic
industry if the cumulated imports had been priced entirely out of
the market, it is necessary to make an assumption about the '
average per-unit price at which the domestic bearings could have
been sold to custome;s who bought the cumulated imports instead.

As I noted at the outset, unfair pricing on its own would not

54
See Staff Report at A-51 (Table 25).
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have eliminated the presence of the cumulated imports, it simply
would have meant‘that the cumulated imports would have been
priced 11.72 percent higher -- that isAat 77 cents per unit
(based on actual 1986 average prices of 69 cents plus 11.72
percent). Ignoring relevant quality differences (the importance
of.which I discuss below), the domestic products would have had
to be priced no higher than the same 77 cents per unit (on
average) to completely supplant the cumulated imports. At a
per-unit average price of 77 cents, domestic producers would have
received additional revenues of only $8,666,350 if they had
gained all the sales that went instead to cumulated imports.55
That amount is only 1.5 percent of the value of the domestic
industry's actuél shipments, less than 1.5 percent of the
industry's net sales from roller bearing operations, and less
| than 1.5 ﬁercent of the domestic industry's net sales from
establishments producing roller.bearings in 1986.56 I do not

believe that a maximum gross revenue loss of only 1.5 percent is

material injury within the meaning of the controlling statutes.

55 -
This revenue figure is derived simply by multiplying the
per-unit average price times the number of units of
cunulated imports sold in 1986.

56
See Staff Report at A-51 (Table 25), A-53 (Table 26),
A-33 (Table 12), A-34 (Table 13).
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The domestic industry's revenue loss caused by the
cumulated imports could have been materially greatér than 1.5
percent only if domestic sales could have supplanted the
cumulated imports at average prices materially higher than 77
cents per unit. I find that possibility to be extremely
unlikely. It is true that the quality of domestic bearings is
significantly greater than the quality of the cumulated imports.
In another situation this factor would suggest that the domestic
products could be priced somewhat higher than the inferior
imports because some customérs would be willing to pay a premium
for a better quality product. But the sales at issue in this
case are sales to market segments where quality is a distant
secondary consideration and price is most important. As I
explained above, the evidence is overwhelming that the vast
majority of the cumulated imports aré sold for use in
applications where the higher quality of the domestic product is
not a material advantage. In a case such asAthis, it is not
realistic to expect that the domestic producers couid supplant
sales of the cumulated imports if the domestic goods were priced

57
materially higher than the imported alternatives.

57
Even if the high quality of domestic bearings allowed
(Footnote continued on next page)
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Based on the foregoing analysis, it is apparent that the
adverse effect on the domestic industry from dumped imports from
the cumulated countries was trivial. Accordingly, I conclude
that dumped imports from these four countries were not a cause of

material injury.

Threat of Material Injury. The statute lists eight factors which

the Commission is to consider in determining whether threat of
T 58

material injury exists in a particular case. Of these

. ' ' ‘ : ' 59

-factors, seven apply to this case, a dumping case, and of the

seven, none indicates a threat of material injury to the U.S.

(Footnote continued from previous page)

them to be priced somewhat higher than the cumulated
imports, there are other reasons why domestic producers
could not reasonably expect to capture all of the historic
cumulated import sales and thereby increase their total
revenues above the estimated $8.6 million figure. There is
some evidence that some customers do not want to deal with
domestic producers at higher or equal prices. See Staff
Report at A-56 (confidential). Moreover, there is no reason
to believe the demand for roller bearings is absolutely
fixed. If prices were higher as a result of antidumping
duties (or simply fair pricing), it is reasonable to assume
that there would be at least some decrease in demand for the
cumulated imports.

58
19 U.S.C. 1677(7) (F).

59

One of the factors to consider is the nature of the
subsidy involved, which does not apply in dumping cases. 19
U.S.C. 1677(f) (i) (I).
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tapered roller bgaring industry. The Commission gathered no

evidence of any increases in productive capacity by the cumulated
importers. There has been no rapid increase in market
penetration by importers of Searings from these countries.60

The ratio of inventories to imports has fallen 25.3 percent from

61
1983-1986. There is no evidence of underutilized capacity in
the Communist countries; in fact, the only evidence the
62
Commission received on this issue was to the contrary. The

potential for product shifting is minimal, because of the complex
63
machines used in the manufacturing process. Finally, there

is no evidence that imports of tapered roller bearings from these
countries will supress or depress the price of roller bearings in

64
the U.S. market. Therefore, due to negative findings on all

60

See Staff Report at A-53 (Table 26). The imports of
bearings from the Communist countries have remained constant
from 1.0 to 1.4 percent of the value of all tapered roller
bearings consumed in the United States from 1983 through
1986. 1Id.

61
See id. at A-44.

62
See id. at A-62 (Table 21).

63 .
See id. at A-8-A-10 (describing the manufacturing
process) .
64 :
The share of the market that these companies hold is
(Footnote continued on next page)
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points, I determine that there is no threat of material injury to

the U.S. tapered roller bearing industry because of imports from
: 65
these countries.

(Footnote continued from previous page)
very small and is concentrated in the low end of the market
where imports already dominate.

65

I note that this analysis assumes that cumulation is
appropriate in evaluating threat of material injury. I am
highly doubtful that imports should be cumulated for
purposes of assessing threat, but I do so here to give
petitioners the benefit of the doubt on this question.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

Following preliminary determinations by the U.S. Department of Commerce
that imports of tapered roller bearings from Hungary, the People’s Republic of
China (China), and Romania are being sold in the United States at less than
fair wvalue (LTFV), the U.S. International Trade Commission Instituted
antidumping investigations Nos. 731-TA-341, 344, and 345 (Final). 1/ In these
antidumping investigations, the Commission must determine whether an industry
in the United States 1is materially injured, or threatened with material
injury, by reason of the imports that have been found by Commerce to be sold
at LTFV.

Notice of the institution of the Commission’s antidumping investigations
and of a public hearing to be held in connection with these investigations " was
given by posting coples 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 February 26, 1987 (52 F.R. 5841). The hearing was
held on May 12, 1987, and the Commission’s vote on these investigations was on
May 27, 1987. 2/ The Commission is scheduled to transmit its determinations
to the Department of Commerce by June 5, 1987.

Background

On August 25, 1986, a petition was filed with the U.S. International Trade
Commission and the U.S. Department of Commerce on behalf of The Timken Co.
(Timken), Canton, OH, alleging that imports ‘of tapered roller bearings and
parts thereof, finished or unfinished, and certain housings containing tapered
rollers from Hungary, Italy, Japan, China, Romania, and Yugoslavia are being
sold at 1less than falr value (LTFV) and that an industry in the United States
is materially injured and threatened with material injury by reason of such
imports. Tapered roller bearings and parts thereof and certain housings
containing tapered rollers are imported under Tariff Schedules of the United

1/ The petition and the Commission’s preliminary affirmative determinations
also covered imports of the subject products from Italy, Yugoslavia, and Japan.
However, the Department of Commerce extended the date for its preliminary
determination on Japan from Feb. 6, 1987, to Mar. 23, 1987, and postponed the
date of its final determinations on LTFV imports from Italy and Yugoslavia
from Apr. 20, 1987, to June 22, 1987. Commerce also subsequently extended the
date for its final determination on Japan from June 8, 1987, to Aug. 10,
1987. As a consequence, the Commission’s schedules for the conduct of the
investigations on imports of tapered roller bearings from Italy, Yugoslavia,
and Japan differ from that for Hungary, China, and Romania. The Commission’s
hearing on May 12, 1987, covered all six countries, and this report includes
trade data on all countries. Supplemental briefs and separate staff reports
will be submitted to the Commission following Commerce’s final  LTFV
determinations on Italy, Yugoslavia, and Japan. Copies of the Commission’s
notices are presented in app. A. The Commission’s authority to conduct these
investigations is wunder section 735(b) of the Tariff Act of 1930 (19 U.S.C.
1673d(b)). .
2/ A 1list of witnesses appearing at the Commission’s hearing is presented in
app. B. ‘ A
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States (TSUS) items 680.30, 680.39, 681.10, 692.32, and elsewhere as provided
for in the TSUS.

Accordingly, effective August 25, 1986, the Commission instituted
antidumping investigations Nos. 731-TA-341-346 (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 1is
materially injured or. threatened with material injury, or the establishment of
an industry in the United States is materially retarded, by reason of such
imports. In a public briefing and vote held on October 2, 1986, the
Commission unanimously determined that there was a reasonable indication that
a U.S. industry was injured by alleged LTFV imports from Hungary, Italy,
Japan, China, Romania, and Yugoslavia.

Previous Investigations and Scope of the Current Investigations

Tapered roller bearings have been the subject of four other investigations
conducted by the Commission. In 1974, upon advice (as amended) from the U.S.
Department of the Treasury that tapered roller bearings from Japan were being,
or were 1likely to be sold at LTFV, the Commission conducted an investigation
under section 201(a) of the Antidumping Act, 1921 (19 U.S.C. 160 (a)). In that
investigation, No. AA1921-143, the Commission determined that an industry in
the United States was likely to be iInjured by reason of LTFV imports of
tapered roller bearings, 1including inner race or cone assemblies and outer
races or cups, from Japan. 1/ The Treasury Department subsequently published
its finding of dumping with regard to these imports (41 F.R. 34974, Aug. 18,
1976).

The Department of Commerce has since clarified the scope of this anti-
dumping order and revoked the order with respect to one Japanese producer. The
outstanding dumping order at present applies only to finished tapered roller
bearing sets, cone (inner race) assemblies, and cups (outer races) of four
inches or less in outside diameter (46 F.R. 40550, Aug. 10, 1981) and excludes
these bearings produced by NTN Toyo Bearing Co. Ltd. (NTN Toyo) (47 F.R. 25757,
June 15, 1982). The revocation of the antidumping order for NTN Toyo was
appealed by the petitioner to the U.S. Court of International Trade (CIT),
which remanded the case to Commerce for redetermination. During the second
remand ordered by the CIT, Commerce determined that LTFV sales by NTN Toyo had
occurred during the period for which it had previously based 1ts revocation
decision. Accordingly, Commerce has recently recommended to the CIT that
Commerce’s revocation be rescinded with regard to NTN Toyo. Commerce stated
in its notice of preliminary determination of LTFV sales from Japan that "if
during the course of this investigation the Department rescinds its revocation
with respect to NTN and that rescission is affirmed by final judicial order,
this antidumping investigation would be terminated with regard to any bearings
manufactured by NTN that would be covered by the outstanding dumping finding
(52 F.R. 9906, Mar. 27, 1987).

In March 1983, the Commission conducted preliminary investigations Nos.
731-TA-120-122 (Preliminary) under section 733(a) of the Tariff Act of 1930

1/ Tapered Roller Bearings and Certain Components Thereof from Japan, USITC
Publication 714, January 1975.
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concerning railway freight car journal roller bearings from Japan, the Federal
Republic of Germany (West Germany), and Italy. 1/ The Commission determined
that there was a reasonable indication of material injury to the domestic
industry, and on August 30, 1983, Commerce determined that imports from Japan
and Italy (but not West Germany) were being sold in the United States at
LTFV. Accordingly, the Commission instituted final antidumping investigations
" under section 735 of the Tariff Act of 1930 on certain tapered roller bearings
and parts thereof from Japan and Italy (investigation Nos. 731-TA-120-121
(Final)), but made negative determinations with respect to both
investigations. 2/

Finally, following receipt of a request dated March 29, 1985, from the
Chairman of the Subcommittee on Trade of the House Committee on Ways and
Means, the Commission instituted investigation No. 332-211, a competitive
assessment of the U.S. ball and roller bearing industry wunder section 332(b)
of the Tariff Act of 1930 (19 U.S.C. 1332(b)), and reported to the
subcommittee on January 2, 1986. The investigation evaluated the competitive
position of the U.S. industry producing antifriction balls and rollers and
ball and roller bearings in domestic and world markets. 3/

The Product

The scope of these investigations as defined by the Department of Commerce
includes tapered roller bearings, finished and unfinished components of tapered
roller bearings, and certain mounted and self-contained tapered roller bear-
ings. 4/ Each of these products is discussed in detail below in the sections
on product description and manufacturing process, as well as in the section on
U.S. tariff treatment. However, Commission staff has determined that not all
of the products included within the scope of the investigation are produced by
the U.S. tapered roller bearing industry or are imported from the countries
subject to investigation. A discussion of this 1ssue 1s presented 1in the
section following U.S. tariff treatment.

Description and uses

Tapered roller bearings are part of the larger product category of
antifriction bearings. Antifriction bearings are machine components that
permit free motion between moving and fixed parts by holding or guiding the
moving parts to minimize friction and wear. In a bearing, a series of rollers
or balls are usually mounted in a separator called a cage and enclosed between
two rings called races. The rolling elements are very important, since they
transmit the physical 1load or force from the moving parts to the stationary
support. The two principal types of antifriction bearings are ball bearings

1/ Certain Tapered Roller Bearings and Parts Thereof from Japan, The Federal
Republic of Germany, and Italy, USITC Publication 1359, March 1983.

2/ Certain Tapered Roller Bearings and Parts Thereof From Japan and TItaly,
USITC Publication 1497, February 1984.

3/ Competitive Assessment of the U.S. Ball and Roller Bearing Industry, USITC
Publication 1797, January 1986. '

4/ For a precise definition of Commerce’s scope, see its notices presented in

app. C.
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and roller bearings, depending on which type of rolling elements are employed. .
Tapered roller bearings are preferred instead of ball bearings for many

applications because they are able to absorb both radial and thrust loads,

unlike ball bearings, which typically withstand only radial force. 1/

Tapered roller bearings are designed and sized for specific applications
in a wvariety of products and industries. Sizes vary considerably, from
one-half inch in outside diameter to over 100 inches in outside diameter. The
principal applications for these bearings are in automotive equipment, farm
and industrial machinery, construction equipment, conveyors, railroad
equipment, and various miscellaneous vehicles. 2/ Tapered roller bearings are
also precision machine parts, with acceptable variances in their dimensions
often measured in millionths of an inch. 3/

There are four basic components in a tapered roller bearing: the cup,
the cone, the cage, and the rollers. Figure 1 1llustrates an assembled
tapered roller bearing, as well as the individual components and nomenclature
associated with the products. The cup, also called the outer ring, 1s the
largest part of the assembly, and its inner surface 1s.tapered to conform with
the angle of the roller assembly. The narrow edge of the cup 1s called the
front face and the wide edge 1is called the back face. The cage keeps the
rollers equally distributed around the cup and cone. Industry sources
indicate that while pressed steel cages dominate the market, nylon (polymer)
cages are used in small industrial applications and in some automotive uses.
The tapered rollers (rolling elements) fit into openings in the cage. The
number of rollers is a function of the size of the cages, which 1is determined

by the end usage of the bearing. The cage, rollers, and cone are joined
together to form a cone assembly, which, when joined with a cup, forms a
tapered roller bearing set. Sets, cone assemblies, and cups are the three

major market products; rollers, parts, and unfinished components are rarely
sold as a commodity in the U.S. market.

Sets, cone assemblies, and cups are specified by part numbers that are
based on standardized industry designations. Generally the part number will
indicate such important characteristics as the outside and inside diameter,
roller angle, and various interchange dimensions. Bearing industry officials
indicate that for the same part numbers, only the internal geometries and
tolerances will be different, regardless of manufacturer. 4/ The remaining
specifications will be constant, allowing for a degree of standardization in
the industry. There are two basic systems of standardization in tapered

1/ Radial loads are those perpendicular to the axis of rotation, whereas
thrust 1loads are normally parallel to the level of rotation. "Bearing,
Antifriction,” in McGraw-Hill Encyclopedia of Science and Technology, 1977, p.
129. :

2/ Competitive Assessment of the U.S. Ball and Roller Bearing Industry, USITC
Publication 1797, January 1986, p. 1l1.

3/ This range, or variance in the dimensions of a bearing, 1is called
"tolerance.”

4/ Internal geometries relate to the precise configuration of rollers, cones,
and cups--all of which have slightly crowned surfaces to minimize friction by
minimizing the points of contact between components. The specific tolerances
and internal geometries are proprietary to each manufacturer.




Figure 1
Tapered Roller Bearing
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, roller bearings. The AFBMA (Antifriction Bearing Manufacturers Association)

system specifies dimensions in inches whereas the ISO (International Standards
Organization) system uses metric specifications.

The choice of which specific tapered roller bearing or component to use

.relates to such factors as the load-carrying ability of the assembly, the type

of 1loads to be carried, and the desired useful life of the bearing. Tapered
roller bearings are employed when it 1s necessary to counteract friction
caused by both radial and thrust loads on axles and in various machinery. Life
expectancy is based on the results of tests on a large number of identical
bearings wunder comparable conditions. The 1life expectancy of a tapered roller
bearing is expressed as a certain number of hours at a designated number of
rotations and 1load. The figure assumes that 90 percent of all bearings will
achieve their life expectancy under the listed conditions.

The price of a tapered roller bearing typically includes all related
engineering and servicing functions to integrate the bearing into the final
product. This often involves detalled consultations at the design stage.
Additionally, bearings come with a warranty of 1 to 2 years for materials and
workmanship. In recent years, however, there has been pressure from various
end users for warranties exceeding 3 years.

In regard to refurbishing tapered roller bearings, only very large
bearings are typically remachined. This operation involves the regrinding of
some of the components and the installation of a new cage. It is not cost
effective to perform this work on smaller bearings, as the labor and material
costs would be only slightly less than the cost of a new product. Bearings
used in milling and rolling machines, mining equipment, and railroad journal
bearings are the only major bearing types normally refurbished.

Roller and ball bearings in general are not functionally interchangeable,
although the original determination of which type of roller element (i.e.,
ball or tapered roller) to wuse 1is sometimes an engineering choice at the
initial design phase of the product incorporating the bearing. As stated
earlier, the choice would depend on the amount and type of load-carrying
ability, as well as other factors. However, industry sources have indicated
that as production of automobiles has trended toward smaller, lighter weight,
front-wheel drive vehicles, there has been some substitution of ball bearings
for the tapered roller bearings that had previously been used. 1/ Neverthe-
less, in many industrial applications of both radial and thrust loads, there
is a much lower degree of interchange between roller and ball bearings.

Industry sources and respondents in these investigations indicate that
there are distinct qualities of tapered roller bearings in the U.S. market-- a
poorer quality bearing from China, Hungary, Romania, and Yugoslavia that
serves the low end of the U.S. market, and superior bearings from the United
States, Japan, and Italy that serve the major OEM markets. The differences in
quality of these two groups of bearings are discussed in this report in the
section entitled ”"Cumulative effects of imports under investigation.”

Self-contained tapered roller bearing packages.--Self-contained tapered
roller bearing packages include cartridge bearing units and wheel hub units.

1/ 7Availability is the key for the 1980’s,” Purchasing, Feb. 10, 1983, p. 60.



Cartridge bearing units are prelubricated, preset, double-row tapered roller

bearings that contain the cone assemblies sealed within a tapered roller 4

bearing cup. 1/ Bearing cartridge units are a relatively new product in the
U.S. market (about 10 years), but they have been used extensively in Europe
for about 30 years (the European bearings incorporate ball bearings and not
_tapered roller bearings). Bearing cartridge units, both the ball and tapered
roller styles, are used almost exclusively in the United States on the front
axle of front wheel drive cars. 2/ These units eliminate the need for
adjustment of the close tolerances required with the traditional assembly of
separate bearings and components, and are lighter and easier to assemble than
the separate bearing components. 3/ (Industry sources indicate the units were
developed in response to requirements by the automobile industry for more
modular assemblies, in addition to lighter weight components.)

Wheel hub units are also prelubricated, preset, double-row tapered roller
bearings that have been sealed; however, instead of a cup, the cone assemblies
are sealed into a cast, flanged housing with bolt holes for direct mounting
onto the wheel hub. The flanged housing performs as the outer race of the
bearing, taking the place of the typical tapered roller bearing cup. The
useful 1l1life of both of these types of bearing wunits is the life of the
automobile, and the next generation of the self-contained units will have
flanged inner and outer rings as part of the assembly. This will allow it to
take over the functions of other, usually separate, components in the wheel
hub system. Cartridge bearing units incorporating tapered rollers are directly
substitutable with ball bearing cartridge units for certain part numbers, and
in most cases a ball bearing unit or a tapered roller bearing unit may be
selected at the initial design stage of the automobile. 4/

Mounted bearing units.--Mounted bearing units covered by this investiga-
tion are flange, cartridge, take-up, and hanger assemblies. These assemblies
are premounted bearings and may incorporate ball bearings, tapered roller bear-
ings, or other types of antifriction bearings. Mounted bearing units consist
of the bearing element that is set and sealed into a housing, which 1s then
mounted onto a machine frame. Mounted bearing units allow the movement of a
shaft through the housing itself, with flange, take-up, and cartridge units
each providing for a different positioning of a shaft within or on a machine
frame. 5/

Finished and unfinished components of tapered roller bearings.-- Finished
components of tapered roller bearings are the rollers, cages, cones, and
miscellaneous small parts (l.e., spacers and seals) that have been completely
‘'machined and polished and are ready for final assembly into a tapered roller
bearing. The industry considers the finished cup to be a tapered roller
bearing of the same genre as the cone assembly and not a component of a
tapered roller bearing. Unfinished bearing components are the cones, cups,
and rollers that have been green machined and heat treated (see section on the

1/ Timken, the major U.S. producer of these bearings, has trademarked them as
Unipac and Unipac Plus. Unipac Plus is the flanged version of this type of
bearing, and Timken % * %,

2/ There is also a limited application for these units for engine fan hubs.

3/ Because these units are preset, * ¥ ¥,

4/ Interview with officials of The Timken Co., Sept. 11-12, 1986.

5/ Machine Design, ”Bearing Reference Issue,” Mar. 10, 1966, vol. 38, no. 6.
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manufacturing process) but that require final finishing, as described later in
this report, before they can be assembled or finished into a tapered roller
bearing and thus act as an antifriction device. :

Manufaéturing process 1/

There are four major steps in the production of tapered roller bearings:
green machining, heat treating, finishing, and assembly and inspection. Special
bearing grade alloy steel in the form of 12 to 15 foot seamless tubing is the
raw material utilized in the production of most cups and cones, while alloy
wire, in the form of co6ils, is the base material for roller manufacture. There
is a generally accepted minimum industry standard for the steel utilized in
tapered roller bearing production; however, the raw material used by most
bearing manufacturers exceeds this standard in quality.

Green machining is an industry term that relates to the machining
operations performed on the raw materials prior to heat treatment for cups,
cones, and rollers. For cups and cones, the steel tubing is machined on
single or multiple screw machines. When the desired contour and shape is
reached, the cup or cone 1s sheared off the end of the tube. The green
machining of the cone, however, involves more steps because of the increased
complexity of the design and function of this component. The cones and cups
are then inspected and electronically gauged to ensure adherence to the
prescribed specifications.

The next operation involves the removal of the ”"burr,” the sharp edge of
the cups and cones, by a chambering machine. The country of origin, part
number, and company are then stamped on the product for identification. The
green machining of rollers begins with coil wire drawn into a cold header
machine where the rollers are sheared in rapid succession and are ”headed” or
butted in a die to form the desired shape. The bearing components are then
heat treated In a two-stage process to ensure durability, hardness, and shock
resistance. The first step in this process, carburization, heats the green-
machined components in a carbon rich atmosphere to impregnate carbon into the
surface of the product. After quenching (emersion in an oil bath) the
high-carbon case becomes very hard, while the 1lower carbon core remains
comparatively soft. The high carbon content of the outer layer ensures that
the rolling contact surfaces will be hard and wear resistant, while the
"softer” core enables the bearing to absorb shocks more easily. Although the

1/ Although there are major similarities 1in the production process between
firms, especially with regard to heat treating and final finishing, a few U.S.
producers use a "hot roll ring forming” process instead of green machining.
This method involves the feeding of steel bars into an electric induction
furnace where the bars are heated to almost 2,200 degrees. Prescribed lengths
of the heated bars are then sheared, and the slugs are pressed and plerced in
a rapld succession of dies to form a donut shape. Removal of the burr, heat
treatment, carburization, and finishing operations are comparable to those
utilized in the green machining process. The reported advantages of hot roll
ring forming include cheaper raw materials, greatly reduced waste, and a grain
structure which gives longitudinal and transverse strength. Industry sources
indicate, however, that hot 1roll ring - forming is really viable only for
bearings greater than 4 pounds in weight.
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vast majority of tapered roller bearings produced in the United States are
"case hardened,” there are some bearings that are “through hardened”; that
is, these bearings have not been carburized, but simply heat treated.

‘ After carburization, the components are placed in a hardening furnace and
heated to high temperatures for an extended period of time. This stage of
heat treatment permanently fixes the carbon in the bearing component. To
complete this process, the cups and cones are "plugged” in a stamping .die to
reshape them (the heating process distorts their size) and quenched in an oil
bath. On average, the heat treatment process takes 10 to 12 hours to complete.

The third phase of production--finishing--consists mainly of a series of
grinding and honing operations to ensure the components are sized to the
required precise tolerances and polished to ensure the smoothest possible
rolling surface. Cup and cone grinding are done in various steps as shown in
the following tabulation: )

Grinding steps Cup Cone

Ist....vvivvienn face grind face or cone grind
2nd........ ... 000 outside diameter grind ‘race or outside diameter grind
3rd........ eiee e inside diameter bore or inside diameter grind
4th........ e -- rib face grind

Honing 1involves the polishing of the 1inside diameter of the cup and the
outside diameter of the cone. A honing machine utilizing a very fine grade of
sandpaper performs these operations. Cup honing is especially important as
the inner surface of the cup comes in contact with the rollers and must be as
smooth as possible to reduce friction. Throughout this process, the components
are visually inspected for flaws and gauged to ensure dimensional compliance.

Rollers are finished somewhat differently than cups and cones. The basic
steps are rough grind of the roller body, grinding of the roller end, a
finishing grind of the roller body, and roller honing. Rollers initially pass
through a number of grinding machines that remove steel from the outside
diameter before it reaches the specified size. During end grinding, steel 1is
removed from the large end of the roller, leaving a slightly convex shape.
Final grinding and honing then takes place and the rollers are inspected,
gauged, . and packaged in their sequential order of production to minimize the
variance of a complement of rollers in a cone assembly.

Cages are produced from cold-rolled strip steel. The steel is fed into a
"cut and carry press” that performs the blanking, bottoming, perforation, and
winging operations that produce a finished cage. The cut and carry press has
multiple stations within it, and an internal conveyor that moves the material
along through the various processes. Blanking involves forming the strip steel
into a dish shape, whereas bottoming involves the punching out of the bottom
of the cage. The cage is then perforated with holes around its diameter. A
winging operation removes any sharp corners on the perforations, and spreads
the large end of the cage for roller installation. Cages are then annealed to

relieve any stresses. Annealing involves heating the cages to a specific
temperature for a specified time and then cooling the cage to 1increase its
hardness. This 1is followed by shot blasting to remove scale on the cage and

to improve the finish.
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In the assembly stage, cages are mounted on an assembly nest and the
rollers are placed 1in the openings or pockets of the cage. The cone 1is then
inserted into the middle of the cage and put in a close-in press that slightly
presses or “"crimps” the assembly together to keep the components intact. The
cups and cone assemblies are then demagnetized, inspected, and slushed with a
~ protective anti-rust solution and packaged for shipment.

Bearing production involves a high degree of mechanization because, in
large part, of the very tight tolerances required in the products. The use of
computer-aided manufacturing, microprocessors, laser-gauging equipment, and
highly automated material-handling equipment are often employed in the
production of tapered roller bearings. Employees perform very little of the
actual production; they are primarily machine operators and quality control

inspectors. Each  worker 1s responsible for the product coming out of his or
her station; consequently, there 1is a high percentage of gauging and
inspection. All components are tested several times throughout the production

process, and cone assemblies and cups are subject to 100 percent inspection.

Mounted bearing units.--Only * * * of tapered roller bearings reported
manufacturing these type of assemblies and then only * % %, % % % No
importers of tapered roller bearings from the countries subject to
investigation 1imported mounted bearing units incorporating tapered roller
bearings. In addition, importers identified by the Customs net import file as
importers. of mounted bearing wunits from the subject countries reported to
Commission staff that these mounted bearing units incorporated ball bearings
or antifriction bearings other than tapered roller bearings.

Cartridge bearing units.--Timken 1s the largest U.S. producer of these
bearings, and ¥ % %,

Unfinished tapered roller bearing components.--Unfinished tapered roller
bearing components--specifically, rollers, cups, and cones--are ground,
polished, and assembled into finished tapered roller bearings in the manner
described earlier. Three U.S. producers, NIN, Koyo Corporation of U.S.A.
(Koyo), and * * % import unfinished bearing parts and complete them into f£final
bearing products. Koyo * *# *, The company manufactures its own rollers from
imported steel coil. NTN * % %, Both firms import the components from thelir
Japanese parent companies. ¥ * %,

With regard to the degree of transformation that unfinished components
must go through to become tapered roller bearings, Koyo calculated that more
than *#%* percent of the transfer value of its finished goods is added in the
finishing process. 1/ In addition, in its clarification of products subject
to the outstanding dumping order of tapered roller bearings from Japan, the
Department of Commerce determined that unfinished tapered roller bearing
components from Japan have more than half of their value added in the U.S.
finishing process (46 F.R. 40550, Aug. 10, 1981). Figure 2 1illustrates the
finishing process of Koyo Corp. in its U.S. facility.

1/ Koyo_ sells all of 1its prodﬁct to 1its marketing and distribution
organization, American Koyo Corp. (AKC).
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Figure 2.--Finishing operations on tapered roller bearings

'U.S. tariff treatment

Tapered roller bearings and parts are classified for tariff purposes in
TSUS items 680.39 and 680.30 and statistically reported wunder a number of
Tariff Schedules of the United States Annotated (TSUSA) items depending on
their condition at the time of importation. Tapered roller bearing cup and
cone assemblies imported as a set are provided for in TSUSA item 680.3932,
. while cups and cone assemblies imported separately are reported under items
680.3934 and 680.3938, respectively. Antifriction rollers are provided for
under TSUSA item 680.3040 and other tapered roller bearing parts are included
in item 680.3940. Unfinished components for tapered roller bearings would be
reported under items 680.3934 (cups), 680.3940 (parts), or 680.3040 (rollers).
Mounted bearing units incorporating all types of bearings are reported under
item 681.1010, but tapered roller bearings imported separately for these units
would be reported under the appropriate above-mentioned TSUSA items. 1/

Self-contained tapered roller bearing packages are reported under the
TSUSA tapered roller bearing category, 680.3932 (sets), or the residual or
"basket” automotive parts provision 692.3295, depending on their configuration.
These units, when incorporating ball bearings, have been the subject of
numerous classification rulings by the U.S. Customs Service, which are also
applicable to wunits 1incorporating  tapered roller bearings. The Customs
Service ruled that ”a double row, angular contact ball bearing whose outer
race has been expanded, flanged, and drilled in order to take over part of the .
wheel hub” and a similar bearing whose inner race was splined allowing it "to
replace completely the conventional driven-wheel hub” and become a structural
element of the suspension system both demonstrate functions that are in excess
of those normally assoclated with ball or roller bearings and...are classified
under the provision for other parts of motor vehicles in item 692.32.”7 2/
Customs officials indicate that if the primary function of a bearing cartridge
unit exceeds the reduction of friction, the article is not classified as a
tapered roller bearing. 3/

The current column 1 (most-favored-nation) rate -of duty for assembled
tapered roller bearings 1s 6.5 percent ad valorem. The comparable column 1
duty rate for parts of these bearings ranges from 4.9 percent ad valorem to
6.5 percent ad valorem, as shown in table 1. Concessions negotiated during
the Tokyo Round of the Multilateral Trade Negotiations provided for gradual
duty reductions on 1imports under these tariff items, with the last reduction
occurring as of January 1, 1987. Imports of tapered roller bearings from all
of the countries subject to this investigation are dutiable at the column 1
rate of duty.

1/ Customs has determined that bearings imported for mounted bearing units
should be classified eo nomine as bearings, and not as a part of the mounted
bearing unit (U.S. Customs Service Internal Advice Request 48/86).

2/ Section 177.1 (a)(l) of the Customs Regulations (19 C.F.R. 177.1 (a)(l)).

3/ Discussion with Karl J. Riedl, National Import Specialist, U.S. Customs
-Service, Commercial Operations Division, Sept. 15, 1986. :
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Table 1.--Tapered roller bearings: U.S. rates of duty, by TSUSA items

(Percent ad valorem) :
TSUSA Commodity Col. 1 rate Col. 2 rate
item No. description of duty 1/ of duty

Antifriction balls and rollers:
680.3040 ROLlerS... ..o itveervernnornennssncnassnes 4.9 45.0
Ball or roller bearings, including such
bearings with integral shafts, and
parts thereof:

Other:
Other:
Tapered roller bearings and parts:

680.3932 Cup and cone assemblies

imported as a set........... ... 6.5 67.0
680.3934 Cups imported separately......... 6.5 67.0
680.3938 Cone assemblies imported

separately.........c.vveinnnanen 6.5 67.0
680.3940 Other parts.......ccvvvvvvinnness 6.5 67.0

Gear boxes and other speed changers with
fixed, multiple, or variable ratios;
pulley and shaft couplings; pillow
blocks; flange, take-up, cartridge, and
hanger units; torque converters; chain
sprockets; clutches and universal
| : joints; all of the foregoing (except
| parts of agricultural or horticultural
| machinery and implements provided for
in item 666.00 and parts of motor
vehicles and bicycles) and parts
thereof.
Flange, take-up, cartridge, and hanger
units, and parts thereof:
Ball or roller bearing type: :
681.1010 : Complete units............c0vvvnes 5.7 45.0
| Chassis, bodies (including cabs), and
parts of the foregoing motor vehicles:
Other:
‘ Other:
692.3295 Other.........iiiiiierinnrenninnass 3.1 25.0

1/ The rates of duty in column 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those enumerated 1in
general headnote 3(d) of the TSUS. China, Hungary, Romania, and Yugoslavia are
the only Communist countries eligible for MFN treatment.

Problems with product definition

Not all of the products identified as within the scope of these investiga-
tions are manufactured by the U.S. tapered roller bearing industry or are
imported into the United States from the countries subject to Investigation. A
complicating factor 1s that general product definitions do not correspond to
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_various Customs rulings regarding certain types of bearings. The problems of
product definition involve those products identified as mounted bearing units
imported under TSUS item 681 1010.

The petition specifically identifies imports of flange, take-up, cartridge
and hanger units enumerated in item 681.1010 of the TSUSA as products contri-
buting to the injury of the U.S. industry. However, as has been indicated
earlier in this report, there have been no imports of these items incorporating
_tepered roller bearings into the United States, and * * *, 1/ However, the

“semantics of the tapered roller bearing nomenclature have complicated the

seeming finality of this situation: no one in the industry or in the Federal
Government knows what the ”cartridge units” identified in TSUS 681.1010 are.
There 1is a suspicion that as a mounted bearing unit, this cartridge unit is
‘different from the cartridge bearing .units wused for front-wheel drive
automobiles, but no one knows exactly what the product 1is. Industry
publications identify a "cylindrical mounted bearing unit” that is similar to,
but not the same as, the automotive cartridge unit.

In 1its response to the Commission’s questionnaire, * % %, However,
‘Customs rulings and internal advice decisions indicate that railroad bearings
‘are to be imported as tapered roller bearings, bearing cartridge units without
‘flanged races are classified eo nomine (i.e., as a ball bearing or tapered
‘roller bearing), and bearings with flanged races whose function is to exceed
,the reduction of friction are classified as automobile parts. In none of
these decisions was the 681.1010 classification considered for these types of
Atapered roller bearings. To date, -all imports of cartridge bearing wunits
similar to the Unipac and Unipac Plus have been imported under the tapered
rqller bearing or automotive parts provisions.

Nature and Extent of Alleged Sales At LTFV

; The final LTFV margins determined by Commerce were 7.42 percent for Hun-
gary; 0.97 percent, China; and 8.70 percent, Romania. 2/ Since Hungary, China,
and Romania are all nonmarket economies, alternative methods to the standard
LTFV calculations were used. These methods are detailed in Commerce’s notices,
which are presented in appendix C. Commerce found LTFV margins on *¥%* percent
of verified sales for Hungarian bearings and on *¥¥ percent of sales for
Romanian tapered roller bearings. Commerce excluded all of the Chinese
producers from. the LTFV finding, since margins were found only on * * * for a
Hong Kong Trading company.

- Character of the U.S. Market

U.S. producers

There were 10 prodncers that manufactured tapered roller bearings during
1983-86; however, Timken has historically dominated the U.S. industry and
market, accounting for well over half of U.S. industry sales. Timken invented

_/***

2/ The dates for Commerce’s other remaining final determinations are as
follows: June 22, 1987, Italy and Yugoslavia; and Aug. 10, 1987, Japan.
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the modern tapered roller bearing and patented it in 1898. Since then, Timken
has grown into a multinational corporation with %% U.S., tapered roller bear-
ing plants and operations in 6 countries. Timken is the only fully integrated
U.S. tapered roller bearing producer, supplying steel tubing and wire for 1its
bearing production from its steel facilities. Other than steel, Timken manu-

- .factures predominantly tapered roller bearings.

There are . currently nine producers of tapered roller bearings in the
United States, with one firm starting production in 1985. Federal Mogul Corp.
(Federal Mogul) sold its tapered roller bearing facilities and part of its
research and development complex to NIN Toyo Bearing Co. Ltd. (NIN Toyo) in a
joint venture in 1985. Federal Mogul consequently ceased tapered roller
bearing production * * ¥, and the new joint venture company, NIN-Bower, began
production in January 1986. NTN and NTIN-Bower are operated as separate
corporations even though they have a common parent. The 1list of U.S.
producers, their shares of 1983 and 1986 shipments by quantity and value, and
their positions with regard to the petition are presented in table 2.

With the exception of Koyo, NIN, and * * %, all of the U.S. producers
have ”"ground up” production facilities; that 1s, they manufacture tapered
roller bearings from steel mill products. Koyo, NIN, and * * * are primarily
finishing and assembly operations; that 18, they import unfinished and
finished bearing components and finish/assemble them into completed bearings
(sets, cups, and cone assemblies). * % %, However, as indicated earlier, the
finishing and assembly operations are not 1insignificant to the production
process--it is at this stage that bearing components are machined 1into.
precision products and at which there 1s significant wvalue added to the
components. NTIN and Koyo both have U.S. affilfates that are their sales
organizations; these affiliates are also large importers of finished tapered
roller bearings from Japan.

Of the U.S. producers, Timken and SKF are the only ”full 1line” producers
of tapered roller bearings. That 1is, they sell thousands of distinct part
numbers in all of the submarkets for tapered roller bearings (SKF, however,
has a more narrow range of bearings than Timken, which lists over 26,000
bearing part numbers in its catalogue). The other producers have primarily
focused on particular segments of the tapered roller bearing market, and
several also produce other types of bearings. For example, Brenco predomi-
nantly makes railroad Jjournal bearings, Torrington makes bearings primarily
for the metal rolling mill industry, Federal Mogul/NIN-Bower manufacture
* % %, and most of the remaining producers have concentrated on the automotive
industry. Hyatt Clark Industries (Hyatt Clark) sells about *¥*¥ percent of its
tapered roller bearings to General Motors, but is in the process of "orderly
liquidation under Chapter 1l bankruptcy.” For many U.S. manufacturers, Timken
has been the only available source of tapered roller bearings for their
particular needs.

Major changes in the U.S. industry.--Several major changes have occurred
in the structure and performance of the U.S. tapered roller bearing industry.
With regard to structural changes, there was the introduction of NTN in * * *
as a new U.S. producer, and Federal Mogul sold its tapered roller bearing
plants to NTN Toyo. Federal Mogul initially retained ***-percent ownership of
the new joint venture firm, NTN-Bower, * * %,




- Table 2.--Tapered roller bearings: U.S. producers, their share of 1983 and 1986 shipments, and positions with
regard to the petition

Share of ship-

Share of ship-

Establish- ments--quantity ments--value Position on
Company Location 1/ ments 2/ Comments 1983 1986 1983 1986 the petition
----percent---- ----percent---
American NTN Des Plaines, 1 * Kk % Wik ik dedok dolok * kW
Bearing IL
Manufactur- .
ing Corp.
Brenco, Inc. Petersburg, 1 ik ik ok ik * % %
VA .
Federal Mogul Southfield, 2 * % & e Fokeke ohek dekee * %k %
Corp. MI
Hyatt Clark Clark, N 1 * K ¥ kel Jeicke Jeieke ik * % %
Industries _ ‘
Koyo Corp. Westlake, 1 * * % ek ok dedede sk * % %
of USA OH ‘
1&S Bearing Oklahoma 1 dekoke dkke sk dkk * k &
Co. City, OK :
NTIN-Bower Franklin, 2 * % Kk ek ik ek ik * k * 3/
. Corp. MI ‘
SKF Indus- King of 2 * %k % ke dedeke Jedek doick * Kk *
tries, Inc. Prussia, PA
The Timken Co. Canton, OH 10 * % % ik Jedede dokek Aedede Petitioner
The Torring- Torrington, 1 fdedad Yok fadatad fadadd * Kk %
ton Co. CT 100 100 100 100

1/ Corporate headquarters.

2/ Tapered roller bearing production facilities only.

y***,'

Source: Compiled from data submitted in response to questionnajires of the U.S. International Trade Commission.
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In addition to the emergence of two "new” tapered roller bearing produ-
cers, one firm, Hyatt Clark, will exit the industry this fall after liquidating
the company under Chapter 11. (A detailed discussion of Hyatt Clark’s exper-
ience is presented below.) In addition, SKF closed one of its two tapered
roller bearing plants, and Timken 1is phasing out production at one of its
older plants over the next 2 years. There has been a general process within
the industry of trying to retire excess or obsolete capacity.

With regard to the performance of the 1industry, four firms have had
notable experiences, both good and bad. * * *,

The experience of ~ Hyatt Clark.--Prior to 1981, Hyatt 'Clark was the
tapered roller bearing division of New Departure Hyatt, the ball and roller
bearing division of General Motors (GM). In 1980, GM announced its decision
to sell or close the tapered roller bearing facility because of the company’s
reduced demand for tapered roller bearings (resulting from the shift to front
wheel drive cars) coupled with the fact that the plant’s tapered roller
bearing operation had not been competitive in the industry. 1/ In October
1981, GM sold the tapered roller bearing plant to the plant’s employees,
making it one of the first major employee buyouts of a company in the United
States. At the time of the sale, the Hyatt Clark plant was the highest paid
UAW plant in the country, had not made a profit for the previous 5 years of
its operations, and was an "antiquated” facility. 2/

The employees of Hyatt Clark borrowed §53 million to buy the plant from
GM; financing was provided by $40 million in commercial loans and by GM's
purchase of $13 million in Hyatt Clark Industries notes and $10 million in
nonvoting preferred stock. 3/ The purchase was conditional on the employees
acceptance of a 25 percent pay cut, on GM’s guarantee of some commercial
loans, and on GM’s agreement to buy at least %%k percent of its tapered roller
bearing needs from Hyatt Clark. 4/

Throughout the 1982-85 period, Hyatt Clark had a public history of poor
labor relations. The union local representing workers at Hyatt Clark had been
labeled as militant, and the employees ”staged a work slowdown in the summer
of 1984 that reduced the plant’s production rate by more than 20 percent for
three months.” 5/ Most of the labor problems centered around worker partici-

1/ Press release of New Departure Hyatt Bearings, Oct. 30, 1981.

2/ "How Workers Saved Their Jobs,” New York Times, Apr. 18, 1982, XI, p. 36;
"Worker-Owned Hyatt Clark Industries Looks for Buyer After GM Refuses Loan,”
Wall Street Journal, Sept. 10, 1985, p. 7; ”"A Noble Experiment Goes Bankrupt,”
New York Times, May 3, 1987, III, p. 1. Two articles reported that by 1981,
the layout and equipment at the Clark plant were obsolete essentially because
GM failed to invest in the facility throughout the 1970’s, providing only
7paltry” investments. See ”"A Noble experiment goes Bankrupt,” “”Worker Owned
Hyatt-Clark Industries ‘Looks for Buyer After GM refuses Loan,” and ”An
Experiment in Worker Ownership Faces A Crucial Test At Jersey Plant,” New York
Times, Dec. 14, 1984, II, p. 2.

3/ "GM New Jersey Plant is Sold to Employes in §53 Million Transfer, Wall
Street Journal, Nov. 2, 1981, p. 37. . :

4/ Ibid., and telephone conversations with officials of Hyatt Clark Industries
and Gen General Motors.

5/ "A Noble Experiment Goes Bankrupt,” New York Times, May 3, 1987, p. 1.
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pation in the decision-making process and distribution of company profits. The .
labor-management relationship at Hyatt Clark has been called "militant,”
7acrimonious,” and “combative,” and several newspaper ‘articles cited
authorities who reported that any failure of the Hyatt-Clark "experiment” must
.be attributed to the inability of labor and management to cooperate. 1/

During the work slowdown in 1984, GM threatened to take 1its tapered
. roller bearing business elsewhere--essentially a threat to close the plant
unless a labor agreement could be reached by a stipulated deadline. A 3-year
contract with a mno-strike, no-lockout clause satisfied GM and kept the plant
open. 2/ However, Hyatt Clark was officially for sale by September 1985,
after GM would not lend Hyatt Clark the money for new equipment and
modernization. 3/ A purchase agreement to buy the company fell through when

GM refused to continue to guarantee $23 million of Hyatt Clark’s debt under -

new ownership. 4/ Shortly thereafter, Hyatt Clark filed for protection under
Chapter 11 of the U.S. Bankruptcy Code after a $3.6 million loan was called in
by one of its creditors. 5/ Since that time, Hyatt Clark has been phasing out
production at the plant through an orderly liquidation, and will cease pro-
duction * % *, :

Although Hyatt Clark had a history of labor problems and was a troubled
plant prior to employee- ownership, the President of Hyatt Clark reported in a
letter to the Commission in its preliminary investigation that ~Hyatt Clark
Industries went into Chapter 11 of the Bankruptcy Code on January 14, 1986, as
a direct result of the price action of the Japanese manufacturers; namely,
NIN, and the resulting price action by Timken.” 6/ The implication of this
statement and the remainder of the letter is that price suppression in the
U.S. market--initiated by NTN and reacted to by Timken--eventually caused GM
to find another supplier of tapered roller bearings. 'An official at General
Motors (* * *) and another official at Hyatt Clark (* * %) indicated * * *,

GM’s relationship with Hyatt Clark was one of * * %,
* * * * %* * : * 7/

* ' * * * * * * y

1/ Ibid., ”"An Experiment in Worker Ownership Faces Crucial Test at Jersey
Plant,” and “Worker-Owned Hyatt Clark Industries Looks For Buyer After GM
Refuses Loan.” : o '
-2/ "Wage Pact keeps a Company Open,” New York Times, Dec. 18, 1984, II, p. 2;
"Union Approves Hyatt Clark Pact,” New York Times, Dec. 22, 1984, p. 26.

3/ "Vorker-Owned Hyatt Clark Industries Looks For Buyer After GM Refuses Loan.”
4/ "LSB Pact to Acquire Hyatt Clark Is Ended " Wall Street Journal, Dec. 27,
1985, p. 5.

"Business Briefs,” Wall Street Journal, Jan. 16, 1986

Letter to the Commission, Sept. 19, 1986.

Telephone conversation with Hyatt Clark official, Apr. 20, 1987,

In its response. to the Commission’s questionnaires, Hyatt Clark’s price
ta indicated that * * *, : _

TN
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Although Hyatt Clark was attempting to reorganize under Chapter 11,
* bk, 1/

* % %, Officials at Hyatt Clark indicate that their company was unable
to branch out of the automotive OEM market into other market segments for
. tapered roller bearings such as * * * and "the low end of the market (conveyor
rolls, auto aftermarket, and trailer hubs)” because of aggressive price action
between Timken and the Japanese and the entry of the Eastern Europeans and
Chinese in the low end of the market. 2/

U.S. importers

There are more than 30 importers of all tapered roller bearings from the
6 countries subject to investigation, but most of these are importers of
tapered roller bearings from Japan. There are only about 16 importers of
tapered roller bearings subject to investigation, since the remaining imports
are of 0-4 inch .tapered roller bearings from Japan covered under the outstand-
ing dumping order. All of the importers of tapered roller bearings from the
East European countries and China are bearing distributors, with the exception
of % % %, Table 3 presents the major U.S. importers of tapered roller bear-
ings and their share of 1986 imports, by value.

Table 3.--Tapered roller bearings: Major U.S. importers and their share of
1986 imports, by value 1/ '

Share of imports

Importer Country from country of origin 2/
percent
% * %* * * K *

1/ Finished tapered roller bearings only.
2/ As a share of total imports as reported in questionnaire responses.

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

1/ Telephone conversation with Hyatt Clark official, Apr. 20, 1987. 1In
addition, an article published in American Metal Market vreports that Hyatt
Clark officlals were suggesting ~”[Timken] had engaged in highly aggressive
pricing in order to win Hyatt'’s contract away at the probable cost of the
firm’s survival.” . Timken reportedly had prices about 10 percent lower than
Hyatt’s, thus enabling Timken to acquire the $50 million GM business. See
"Hyatt Clark Faces Closing Next Year,” American Metal Market, Nov. 17, 1986,
P- 1. Given the extent of GM’s 1investment in Hyatt Clark ($*** in 1loan
guarantees, notes, and stock) it is unlikely that the automaker would shift
suppliers on the basis of a 10 percent price cut knowing that bankruptcy would
be the inevitable result for Hyatt Clark. _

2/ Letter to the Commission from Howard Kurt, President, Hyatt Clark Indus-
tries, Sept. 19, 1986; telephone conversation with Steve Bonham, Vice-President
of Finance, Hyatt Clark Industries.
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Until 1986, * * %, SKF is virtually the sole importer of tapered roller
bearings from Italy. 1/ The sales organizations of NTN and Koyo are the major
importers of Japanese tapered roller bearings, accounting for nearly ¥*¥*
percent of all tapered roller bearing imports from Japan. Six importers
account for all imports of tapered roller bearings from China, and five

- . importers account for all imports of tapered roller bearings from Romania.

The U.S. market

The U.S. market for tapered roller bearings has historically been the.
automotive market, since automobiles typically use a number of tapered roller
bearings, especially on axles, wheel hubs, and in differentials and transmis-

sions. Fifty-nine percent of the volume of total U.S. consumption of tapered
roller bearings in 1986 was accounted for by the automotive and automotive-
related original equipment manufacturers (OEMs). This share was virtually

unchanged for the years 1984-86 (table 4). The second 1largest submarket was
the aftermarket; which accounted for about 15 percent of 1986 consumption. OEM
sales represented 85.1 percent of all U.S. consumption in 1986.

The relative stability of the share of the automotive market for the U.S.
tapered roller bearing industry is surprising given the general acceptance in
the industry that there has been a declining demand for tapered roller bearings
by the auto industry. The increased popularity of front wheel drive cars as
well as the demand by the automakers for more lightweight auto components is
generally accepted as a cause for product shifting to ball bearings and needle
bearings. 2/ In its section 332 report on the competitive assessment of the
U.S. ball and roller bearing industry, the Commission’s report stated:

Tapered roller bearings and parts were the only major type of
bearing to experience a decline during 1980-84, decreasing by 4
percent to $879.5 million in 1984. This decrease was caused
largely by a decision by the automotive industry to change its
product mix in favor of lighter cars and trucks that utilize
more ball bearings and less tapered roller bearings. 3/

Industry sources indicate that General Motors now uses ball bearing cartridge
units of its own design for both the front and rear axles of its new cars, and
Ford is the only domestic producer using any tapered roller bearings for its
front wheel drive automobiles. The shift to ball bearings has occurred simul-
taneously with a major increase in new production of front wheel drive cars;
counsel for the Japanese respondent Koyo Seiko Ltd. provided data that
indicated that front wheel drive production increased from 30 percent in 1980
to 50 percent in 1983, and is estimated to be 70 percent in 1986. 4/

1/ * % *, .
2/ Competitive Assessment of the U.S. Ball and Roller Bearing Industry, USITC
Publication 1797, January 1986, p. 11. See also conference transcript, p. 62.
3/ Ibid., p. xi. _

4/ Respondents’ post-conference brief, p. 27.




Table 4.--Tapered roller bearings:

Shares (by quantity) of U.S. producers’ domestic shipments, shipments of
imports, and apparent consumption accounted for by types of markets, 1984-86 1/

(In percent)

U.S. producers’

Imports from

Imports from Hungary,

U.S. apparent

shipments Japan China,Romania,Yugoslavia consumption 5/
Item 1984 1985 1986 1984 1985 1986 1984 1985 1986 1984 1985 1986
Auto and auto related.... %¥%¥ Frick ik dedeke Yolcke *kk - - - 56.2 57.8 58.7
Aftermarket.............. ik Yoick Yok Fkk ik ik Jodeke ik Fedede 15.3 15.2 14.9
Other industrial 3/...... Jelek Jokek Yokoke okl Jodoke Jokke dedeke okk Jodcde ek Jodede Jedede
Truck-trailer............ ik dieke Sokke ik ik ik - - - 5.4 5.6 5.2
Agricultural equipment... ¥¥¥ ook ok Yokek Yok ek - - - deick ik ok
Material handling........ doick Yol Fedek Fedok ok dokk - - - doiek *kk Fodeke
CONVeYOrS....ovvviennesns Fodek bk ek badadd Yok sk ke dolek Yol 2.5 2.1 2.0
Utility trailer and non-
driving axles.......... dokk dokck dokek Fekk ok ek Jolrk ek dedek 4.9 5.0 5.1
Railroad................. Foicke Foiok Fokok 2/ 2/ 2/ - - - L Fekeke Ldadd
Rolling Mill............. ok 2/ 2/ - - - - - - 2/ 2/ 2/
All other markets 4/..... fadaded fadided badadid - - - - - - Yoick fadidad fadadad
Total.........co0nvnnn 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1/ SKF'’s shipments (of both domestic and imported product) are not included in this table because the firm could not

provide the
investigation.

2/ Less than 0.05 percent.

quantity of

shipments

by market.

This table does not include imports from countries not subject to

3/ Aircraft, gears and gear boxes, machine tools, mining, oil drilling equipment, pumps, miscellaneous machinery.

4/ Federal government.

5/ U.S. producers’ shipments plus shipments of 1mpor£s from Japan, .Hungary, China, Romania, and Yugoslavia.
g

NOTE: Because of rdﬁnding, figures may not add to totals shown.

Source: Compiled from questionnaire responses of the U.S. International Trade Commission.

0Z-v



A-21

There are several possible explanations for the stability of the share of
the auto market during 1984-86, although the overall share of apparent
consumption accounted for by auto and auto-related industries has declined
from the levels of the mid-1970’s. 1/ One explanation 1is that the major
structural changes in the auto industry and the consequent impact on the
tapered roller bearing industry occurred prior to 1984, the earliest year for
which the Commission collected market data.’ A second possible explanation is
that given the degree of demand by the auto industry during the years 1984-86,
the demand for tapered roller bearings other than those displaced by front-
wheel drive was sufficiently high to offset the expected decline in demand
caused by front-wheel drive. 2/

Finally, there is the possibility that the overall structure of U.S.
demand for tapered roller bearings has not changed that significantly in
recent Yyears. The U.S. tapered roller bearing industry serves a set of mature
industrial markets (autos, truck-trailer, material handling, agricultural
machinery) that have all had generally similar economic experiences in the
United States. These U.S. mamifacturing industries have been challenged by
imports of finished product, thus reducing the U.S. manufacturing base and
manufacturing demand for components for these products. Consequently, the
relative shares accounted for by each market would remain relatively constant,
as would the cycles of demand. In this type of situation, the volume of the
market would be expected to diminish over time, but not its overall composi-
tion. Table 5 presents the shares of consumption for each submarket accounted
for by the U.S. producers and by imports, and figure 3 presents the pattern of
U.S. consumption of tapered roller bearings for the years 1980-86. 3/

In generél, as is seen in table 4, the shares of consumption accounted
for by each submarket were relatively-constant throughout 1984-86. However,
there were some shifts in terms of the share of each market accounted for by

1/ In 1its 1975 findings on LTFV imports of tapered roller bearings from Japan,

the Commission noted in 1its opinion that'”Almost two-thirds of all tapered
roller bearings consumed in the United States are used in the automotive and
automotive related 1industries.” Tapered Roller Bearings and Certain
Components Thereof from Japan, ITC Publication 714, January . 1975. This 66-
percent share. of total consumption is higher than the 59-percent share
established in these current investigations (see table 4, above). .

2/ The Commission’s report "Competitive Assessment of the U.S. Ball and Roller
Bearing Industry” stated ”"The motor-vehicle industry, particularly manufac-
turers of cars, ‘trucks, and trailers, is easily the largest source of U.S.

demand for [all types of] bearings. Demand from this industry was reported to
be near record levels during 1984-85.” (p. 60.)

3/ The brief glimpse of tapered roller bearing consumption presented 1n fig. 3
does seem to show parts of two business cycles, with the cycle ocurring later
in time moving at levels generally 1lower than the preceding cycle. This
downward movement may be attributable to price suppression resulting from
greater competition in the market, as is discussed in the pricing section in
this report, as well as to declining overall demand for tapered roller
bearings. However, comparing 1983 with 1986, the change in apparent
consumption was virtually the same for both volume and value (-0.7 percent and
0.2 percent, respectively). One would tend not to expect this trend in a
severely competitive price _environment unless there were accompanying shifts
in the product mix. Quantity data are not available for. the years prior to
1983. o - ’




Table 5.--Tapered roller bearings: Shares (by quantity) of markets accounted for by U.S. producers’ domestic
shipments and imports, 1984-86 1/

(In percent)

U.S. producers’ Imports from Imports from Hungary, U.S. apparent

shipments Japan China, Romania, Yugoslavia consumption 4/
Item 1984 1985 1986 1984 1985 1986 1984 1985 1986 1984 1985 1986
Auto and auto related.... 77.3 76.2 73.9 22.7 23.8 26.1 - - - 100.0 100.0 100.0
Aftermarket.............. - 90.7 88.9 87.9 1.8 2.5 3.1 7.5 8.6 9.0 100.0 100.0 100.0
Other industrial 2/...... 56.2 58.8 69.6 43,7 41.1 30.3 0.1 0.1 0.1 100.0 100.0° 100.0
Truck-trailer............ 87.2 79.8 79.7 12.8 20.2 20.3 - - - 100.0 100.0 100.0
Agricultural equipment... 52.8 48.2 75.4 47.2 51.8 24.6 - - - 100.0 100.0 100.0
Material handling........ 61.1 63.0 49.3 38.9 37.0 50.7 - - - 100.0 100.0 100.0
CONVeyors.......covunueen 10.7 -13.0 17.7 80.3 80.7 75.9 9.0 6.3 6.4 100.0 100.0 100.0
Utility trailer and non-

driving axles.......... 3.4 3.9 4.8 8.0 10.6 11.5 88.6 85.5 83.8 100.0 100.0 100.0

Raflroad................. 98.4 97.4 98.8 1.6 2.6 1.2 - - - 100.0 100.0 100.0 >
Rolling Mill....... e 100.0 100.0 100.0 - - - - - - 100.0 100.0 100.0 »
All other markets 3/..... 100.0 100.0 100.0 - - - - - - 100.0 100.0 100.0

1/ SKF'’s shipments (of both domestic and imported product) are not included in this table because the firm could not
provide the quantity of shipments by market. This table does not include imports from countries not subject to
investigation.

2/ Aircraft, gears and gear boxes, machine tools, mining, oil drilling equipment, pumps, miscellaneous machinery

3/ Federal government.

4/ U.S. producers’ shipments plus shipments of imports from Japan, Hungary, China, Romania, and Yugoslavia.

NOTE: Because of rounding, figures may not add to totals shown.

Source: Compiled from questionnaire responses of the U.S. International Trade Commission.
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/

Figure 3. Apparent U.S. consumption, U.S, producers’ shipments, and U.S. imports

of tapered roller bearings, 1980-86
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to reflect shipments of producers not responding to inv. No. 332-211.



A-24

U.S. producers’ shipments and imports. As is seen in table 5, the U.S. produ-
cers’ lost market share to the Japanese in the auto and auto-related market,
the truck-trailer market, and the material handling market. In addition, U.S.
producers lost a 2.9 percentage point share of the aftermarket to imports from
Japan (which gained 1.4 percentage points) and from Hungary, Romania, China,
and Yugoslavia (which gained 1.6 percentage points). However, the U.S. produ-
cers’ gained market shares at the expense of Japanese imports in the agricul-
tural equipment, conveyor, and ”"other industrial” markets. The U.S. industry
also gained market shares at the expense of the East European and Chinese
bearings in the conveyor and utility trailer markets, two of the three markets
served by these bearings. The East European and Chinese bearings, however,
lost more market share to Japanese imports than U.S bearings in the utility
trailer/nondriving axle market. The actual volume of sales declined in all
market categories except material handling, which increased 12 percent.

U.S. consumption

There is very little seasonality with regard to U.S. consumption of
tapered roller bearings, primarily because the broad industrial base of the
market allows for independent industry consumption trends to offset each other.
There appears to be about a 4- to 6-year business cycle to the tapered roller
bearing industry; consumption declined from 1981 to 1983 because of the reces-
sion; increased from 1983 to 1984 when consumption peaked, and has been declin-
ing since then. Industry officilals indicate that this is a typical cycle, but
with the downturns not normally as abrupt as was seen from 1981 to 1982. 1/

Apparent U.S. consumption of tapered roller bearings reached $895 million
in 1984, the peak year of consumption in terms of both quantity and value
during the 1983-86 period (table 6). The trend in consumption for the period
subject to investigation is the same for both volume and value: consumption
increased sharply from 1983 to 1984 and declined from 1984 to 1986, but with
1986 consumption levels 0.7 percent lower by quantity and 0.2 percent higher
by value when compared with 1983 levels. Figure 3 suggests that the trend in
apparent consumption from 1983 to 1986 represents a nearly complete “wave” in
the business cycle for tapered roller bearings, with the cycle beginning with
the trough in 1982-83 and ending with a trough in 1987 or 1988.

Channels of distribution

About 85 percent of all tapered roller bearings are sold to OEM’s, with
the remainder going to the aftermarket (table 4). While most tapered roller
bearings sold to OEM’s are cone assemblies or sets, the aftermarket for these
bearings 1is primarily of individually packaged sets. Most of the importers of
products subject to these investigations are bearing distributors; however,
like the U.S. producers, they also sell overwhelmingly to OEM’s. The two
largest importers of Japanese tapered roller bearings, the sales affiliates of
NIN and Koyo, operate sales establishments separately from their production
establishments; the sales organizations do all of the importing into the

1/ Conference transcript, pp. 54 and 55.
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Table 6.--Tapered roller bearings: Apparent U.S. consumption, 1983-86 -

Item 1983 1984 1985 1986

Quantity (1,000 units)

SetS.....viiiereinann e 13,491 21,864 19,565 19,422
Cone assemblies............. 125,663 151,054 127,245 118,354
CUPSB. . iivevnrertonsnnnnannnnas 126,316 154,629 132,107 - 125,822
Total.......oooveennnnns 265,470 327,547 278,917 263,599
All other bearing parts and ' )
components 1/............. 2/ 2/ 2/ ’ 2/ -

Value (;,OOO dollars)

Sets......... [, 160,400 200,908 178,262 . 136,483

Cone assemblies............. 361,102 460,520 ° 401,858 354,731
CUPS ..ttt tntnnsonronannans - 182,460 234,027 - 212,795 214,044
 Total............00nn 703,965 ‘895,455 792,913 705,260
All other bearing parts and : ' '
components 1/............. 3/ tx 3/ ok 3/ ek 3/ Fokk

1/ Parts and components are purchased only by U.S. tapered roller bearing
producers. ' - _ '

2/ Data for these products are not reported in meaningful units of quantity.

3/ As reported in U.S. producers’ questionnaire responses regarding shipments,
purchases, and imports of tapered roller bearing parts and components.

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

United States and sell the imported bearings as well as all of the U.S.-pro-
duced bearings (the U.S.-produced bearings are transferred at a market rate to
the sales organization). Timken’s sales to distributors are made only to
authorized Timken dealers, and SKF also sells to the aftermarket through an
organized distributor network. Other than NTN and Koyo, the remaining U.S.
producers have no special distribution arrangements. '

Summary of the U.S. Industry and Market

The U.S. market for tapered roller bearings 1is overwhelmingly for the
finished product--tapered roller bearing sets, cone assemblies, and cups--used

by original equipment manufacturers. The secondary market--the aftermarket
for replacement bearings--is also a market for finished bearings, but
primarily a market for tapered roller bearing sets. A residual market for

finished and unfinished components of bearings also exists, but this market is
composed of tapered roller bearing producers who require components to fill
short-term material shortages, or who finish the components into complete
bearings. Of the 10 U.S. producers who manufactured tapered roller bearings
during the period of investigation, 7 are "ground-up” manufacturers (they
begin with steel bar or tubing) and 3 are finisher/assemblers (they f£finish
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rough-ground components). Of these three finishers, two--NTN and Koyo--are
wholly-owned subsidiaries of a Japanese parent. One other U.S. producer, SKF,
is also nearly a wholly-owned subsidiary, but of a ‘Swedish parent.

Although there are a number of U.S. producers and importers, the U.S.

. market for tapered roller bearings is dominated by few actors. Timken and SKF

have been the principal U.S. producers, as NTN, Koyo, and * * * have been the
principal importers. Nearly all bearings consumed in the United States are
manufactured 1in the United States or Japan, with only one small market segment
(utility trailers and nondriving axles) being dominated by imports from
Hungary, Romania, Yugoslavia, and China. The majority of imports from these
four countries are distributed through three firms--% % %, In total, eight
establishments can be said to be the significant actors in the U.S. tapered
roller bearing market.

Other than the introduction of NIN as a new U.S. producer in * * %, there
have been no other major entries into or departures from the U.S market,
either producer . or importer, in the past decade. However, Hyatt Clark
Industries will cease to exist as a U.S. bearing producer after * * * of this
year, and * * ¥, The performance of * * * firms has had d4 distorting effect
on the performance of the industry as a whole, as will be discussed in
the injury section of this report.

Related Party Issues

Counsel for the petitioner has argued that Federal Mogul, NTN-Bower, NTN,
Koyo, and SKF should be excluded from the domestic industry as related parties
in accordance with section 771(4)(B) of the Tariff Act of 1930 (19 U.S.C.
1677(A)(B)). Federal Mogul 1is 100-percent owned by the stockholders of the
corporation; NIN-Bower is a * * * joint venture started in 1986 with * * *,
Both NTN and Koyo are wholly owned subsidiaries of their Japanese parents, as
are their U.S. affiliates and sales organizations, NTN Bearing Corp. of
America (NBCA) and American Koyo Corp. (AKC). These two sales affiliates are
the major importers of tapered roller bearings from Japan. SKF 1is virtually a
wholly owned (* * *) subsidiary of its Swedish parent, as is its Italian
affiliate, RIV-SKF Italy. )

%* * * * * v *

* * - %* v * * ¥
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. Consideration of Alleged Material Injury 1/

The trends in the aggregate injury indicators for the U.S. tapered roller
bearing industry all generally reflect the same pattern: strong improvement
from 1983 to 1984 as U.S. consumption of tapered roller bearings peaked,
followed by a steady decline from 1984 to 1986. In addition, a sharp decrease.-
in the 1indicators occurred between 1985 and 1986, and the 1986 levels of each
variable (i.e. quantity and value of shipments, production, employment, etc.)
are below 1983 levels. :

However, the aggregate 1industry trends are strongly influenced by two
firms--* % % and * * ¥, The experience of these companies has been ¥ % %,

* * * %* * * %

* * % v %* * %

Capacity, p;oducﬁion, and capacity utilization

The capacity of the tapered roller bearing industry to produce such
bearings has declined slightly over the period under Investigation, in spite
of the addition of a new producer ¥ % %, The key products with which to
evaluate capacity, production, and capacity utilization, as presented in table
7, are cone assemblies and cups. These data also include those cone assemblies
and cups used to produce tapered roller bearing sets. (Since the producers
defined their capacity to produce sets in various ways, the capacity of the
industry to actually produce sets, as distinct from the minor assembly opera-’
tion of putting a cone assembly and cup together, is unreliable.) :

The U.S. producers’ capacity to produce cone assemblies declined 4.6
percent, while capacity to produce cups declined by 2.8 percent from 1983 to
1986. Changes in capacity were rather dynamic throughout the period--nearly
all producers added new capacity or retired outmoded, excess machinery.
Productive capacity expanded * * * with the addition of American NTN as a
producer; however, this addition was not enough to offset the contraction of
capacity by many other U.S. producers, especially SKF, which closed one plant
* %k %, The transfer of Federal Mogul’s two plants to NTN-Bower did not affect
the capacity or operations of those plants. Timken is phasing out production
at one of its older, unionized plants over the next 3 years.

1/ In this discussion of alleged material injury, the data are based on com-
plete questionnaire responses for all U.S. tapered roller bearing producers.
In general, finished and unfinished components are not discussed; these parts
are all processed into finished articles by the U.S. producers. In addition,
mounted-bearing units are not discussed since * ¥ * manufactured this item
(production increased *%* percent from 1984 to 1986, from ¥** to *¥¢ wunits).
Data on cartridge bearing wunits are included in the data on tapered roller
bearing sets. '
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Table 7.--Tapered roller bearings: U.S. producers’ production, capacity, and
capacity utilization, 1983-86 1/

Item 1983 1984 1985 1986
Capacity: 2/
Sets......... 1,000 units.. 3/ 3/ 3/ 3/
Cone assemblies....... do.. 180,629 177,249 179,471 172,275
CUPS. .. .oivinrnnnsanns do.. 185,033 180,257 185,733 - 179,942
roduction: ' .
Sets......... 1,000 units.. 13,440 14,583 13,285 12,246
Cone assemblies....... do.. 92,481 118,866 102,475 89,929
CUPS...covvvvnnnnonnns do.. 101,039 117,383 107,793 90,640
Capacity utilization:
Sets............. percent. . 4/ 4/ 4/ 4/
Cone assemblies....... do.. 51.2 67.1 57.1 52.2
CUPS...coovvevrannnnns do.. 54.6 65.1 58.0 50.4

1/ The data in this table exclude data reported by * * * because of statistical
discrepancies in the company’s questionnaire response.
2/ There is no industry standard for the hours of operation of the manufactur-

"ing plants. Timken operates 1ts plants *%* shifts per day, ¥*** days a week,

*%* weeks per year, but the other companies vary from ¥¥% to *** shifts a day,
%*kk to ¥k days a week, and ¥w* to ¥&k weeks per year.

3/ The capacity to produce tapered roller bearing sets was not reported in a
comparable manner by the U.S. producers.

4/ Capacity utilization cannot be reliably calculated for this item.

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

¥* * * * * * * 1/

The production of cone assemblies declined 2.8 percent from 1983 to 1986,
and production of cups decreased 10.3 percent during this period. The U.S.
industry’s production of tapered roller bearing sets also declined, by 8.9
percent, during the period investigated.

Capacity wutilization for cone assemblies increased slightly from 1983 to
1986, from 51.2 percent to 52.2 percent. Capacity utilization for cups
dropped slightly from 1983 to 1986, from 54.6 percent in 1983 to 50.4 percent
in 1986. The generally low utilization rates for the 1industry are explained
by both actual idled equipment as well as the high productive capacity of the
machinery and equipment.

U.S producers’ domestic and export shipments

The total quantity of U.S. producers’ domestic shipments of tapered roller
bearing sets, cone assemblies, and cups declined 13.7 percent from 1983 to

1/ Interview with officials of The Timken Co., Sept. 12, 1986.
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1986, while the value of these shipments decreased 7.4 percent (table 8). Ship-
ments of U.S.-produced tapered rollers and tapered roller bearing parts were
% % %; the volume of these shipments cannot be meaningfully calculated but the
value of shipments of parts showed a net increase from 1983 to 1986, from $¥¥x
to §$¥%%  The U.S. industry’s ‘exports of tapered roller bearings declined 15.9
percent by quantity, but increased 36.6 percent by value from 1983 to 1986.

Table 8.--Tapered roller bearings: U.S. produter's shipments, 1983-86

Item ’ 1983 1984 1985 "~ 1986

Quantity (1,000 units)

Domestic shipments:

SetsS. . i ittt itii ittt e '9,720 10,246 - B,474 6,913
Cone assemblies....' ......... 88,197 . 99,001 85,178 77,990
CuUpPS......iiiiii it 92,474 100,925 89,433 79,346
Subtotal........... e 190,391 - 210,172 183,085 164,249
Parts........ it 1/ 1/ 1y 1/
EXPOrtsS......civiiiernennnnns okke  Yedeke ik ik

Value (1,000 dollars)

Domestic shipments '
Sets....... v enes e .. 141,531 164,346 . 145,622 102,753

Cone assemblies...:......... 315,729 386,591 '~ 332,238 292,819
CUPS. .t itivterennrnenannnnns 155,350 188,047 170,536 171,835
Subtotal........ e 612,610 738,984 648,396 = 567,407
PATES . . v vee i inerennnnenen. hdd T dekeke ik seick
Total. ..o etnueennannenn Feiede ik , Yok ik
EXPOTtS....oovvevunnnn., [, © ek dedeke L dokek doicke

1/ * * *, These items do not have comparable units of quantity

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

U.S. producers’ inventories

U.S. producers’ yearend inventories of tapered roller bearing sets, cone
assemblies, and cups increased slightly from 1983 to 1986, both in absolute
volume and as a share of shipments (table 9). The volume of yearend inven-
tories 1increased by 0.4 percent, from 1983 to 1986. As a share of shipments,
inventories of tapered roller bearings rose slightly, from *¥%* percent in 1983
to ¥ percent in 1986. The overall high ratio of inventories to shipments
(*** percent) 1s due to the fact that * % *; 1in addition, the increase 1in
inventories as a share of shipments is attributable to the fact that * * %,

U.S. producers’ purchases

From 1984 to 1986, the U.S. producers imported increasing numbers of
finished tapered roller bearings. During this 3-year period, the quantity of
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Table 9.--Tapered roller bearings: U.S. producers’ end-of-period inventories,
1983-86

Item 1983 1984 1985 1986
Quantity of inventories:
Sets......... 1,000 units.. ek ik Felek Felok
Cone assemblies....... do.. ekek dedek Joick Wik
CUPS...cotvvnernnnnans do badaded fadaded hadedad fadaded
Total..........co00. do ekl ik Fedek ik
Inventories as a share of
shipments: ,
Sets............. percent. . badadd Jkoke dokok Feieke
Cone assemblies....... do.. Ikl edede ik Fiek
CUPS....covveninnrennnns do fadaded badaded bakadid badadod
Total.......cooevunn do Fedeke Wik

i
;

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

imports of tapered roller bearings by U.S., producers more than doubled, from
*kk in 1984 to ¥ {in 1986 (table 10). The share of the U.S. producers’
imports accounted for by countries subject to Investigation stayed constant at

*k*% percent during 1984-86. * % *x's imports from countries not subject to
investigation accounted for *** percent (by quantity) of all U.S. producers’
imports ' of finished bearings. * % * was unable to provide import data, but

the company imported * * %, % % &,

U.S. producers’ purchases of finished bearings, about **¢ the volume of
their imports in 1986, declined *¥** percent from 1984 to 1986. * * ¥,

Imports of finished tapered roller bearing parts consisted exclusively of
* % ¥, The value of these imports increased steadily, from - §$*** during 1984
to $*&x during 1986. * k%, The industry’s imports of unfinished parts
consisted exclusively of * * *, The volume of these imports increased *¥¥
percent from 1984 to 1986. * ¥ ¥ The U.S. producers’ imports of tapered
roller bearing parts are shown in the following tabulation:

Item 1984 1985 1986

Imports of finished parts:
Total.......oiiiiiiiniirinnnnnn %* % * %* %* * %
Imports from countries subject
to investigation............. * %* % * %* %* %*

Imports of unfinished parts
Cups and cones:
Total..........iiiiiirininennnn * %* %* * %* * %*
Imports from countries subject
to investigation............. * * * * * * *
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Table 10.--Tapered roller bearings: U.S. producers’ purchases and imports,
1984-86 '
Item 1984 1985 1986

. Imports of finished bearings

From countries subject
to Iinvestigation:

Total quantity....... 1,000 units.. ik Jedeke Yekeke
Total value........ 1,000 dollars.. wdede ik etk
From all other countries:
Total quantity....... 1,000 units.. dodek Jekke dokke
Total value..... ...1,000 dollars.. dedek ik ik
Total:
Quantity........ 1,000 units.. Jedeke ik Yedeke
Value......... 1,000 dollars.. Yeirk ik Kdeke
Purchases of finished bearings '

Total quantity....... 1,000 units.... %¥x Yk ek
Total value........ 1,000 dollars....  #®¥*% Jekcde dedese

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

U.S. employment and wages

The number of production and related workers employed in the manufacture
of tapered roller bearings declined by 9.5 percent from 1983 to 1986, from
7,506 to 6,792 workers (table 11). Average hourly wages declined by 3.4
percent from 1983 to 1986, from $12.88 to $12.45. Average total hourly
compensation declined from $16.48 to $14.98 during the same period. Employee
earnings in the industry are based both on hourly rates and plece rates.

Six firms producing tapered roller bearings--* * *-_-reported major
layoffs of workers from 1983 to 1986. After substantially increasing their
. workforces from 1983 to 1984, all of these firms instituted both indefinite
and permanent layoffs of their workforce. * % * had % layoffs 1involving
more than *¥% workers, and % % * had %¥%% permanent layoff of ¥¥* bearing
workers. In addition, * * %, and * % %, % % %, In spite of these layoffs,
four firms, including * * % and * * * 6 registered a net increase in the number
of workers employed.

Tapered roller bearing workers are unionized by establishment and not by
firm. Timken’s Canton and Columbus, OH, plants (%*%* establishments) are
represented by the United Steel Workers, as are SKF’s employees. Timken'’s
other plants are not unionized. Hyatt Clark, an employee-owned company, and
one of Federal Mogul/NTN-Bower’s plants 1is represented by the United Auto

Workers. Koyo, Brenco, NTN, and Torrington are not unionized; workers at L&S
Bearing and one of NTN-Bower’s other plants are represented by aerospace and
machinists locals. The average total hourly compensation of workers not
belonging to unions ranged from * % %, whereas it ranged * * % for wunionized
labor. * K ok, Timken’s workers at. its Ohio plants were on strike for the

period * * % 1986, and Hyatt Clark’s workers staged a work slowdown during the
summer of 1984, :
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Table 1ll.--Average number of production and related workers engaged in the
manufacture of tapered roller bearings, hours worked by such ’
workers, wages paid, and total compensation, 1983-86

Number
of Hours Wages Total
Period workers worked paid compensation
Thousands --------- Per hour--------
1983. ... ittt ittt 7,506 14,509 §12.88 - 8