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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 701-TA-282 (Final)

CERTAIN FORGED STEEL CRANKSHAFTS FROM BRAZIL

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 705(b) of the Tariff Act of 1930
(19 U.S.C. § 1671d(b)), tﬁat an industry in the United States is materially
injured by reason of imports from Brazil of certain forged steel
crankshafts, 3/ provided for in items 660.67 and 660.71 of the Tariff
Schedules of the United States, that have been found by the Department of

Commerce to be subsidized by the government of Brazil.

Background

The Commission instituted this investigatioh effective January 8, 1987,
following a preliminary determination by the bepartment of Commerce that
imports of certain forged steel crankshafts from Brazil were subsidized within
the meaning of section 701 of the Act (19 U.S.C. § 1671). Notices of the
institution of the Commission’s investigation, and of a public hearing to be
held in connectiqn therewith, were given by posting copies of the notices in
the Office of the Secretary, U.S. International Trade Commission, Washington,

DC, and by publishing the notices in the Federal Register of February 19,1987,

and October 21, 1987 (52 F.R. 5200 and 52 F.R. 39290). The hearing was held
in Washington, DC, on November 5, 1987, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

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

2/ Chairman Liebeler dissenting.

3/ The crankshafts subject to this investigation are forged carbon or alloy
steel crankshafts with a shipping weight of between 40 and 750 pounds, whether
machined cr unmachined.






VIENS OF COMMISSIONER -ECKES, )
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

We determine that an industry in the United States is ﬁaterially injgred
by reason of subsidiéed imports of forged steel crénkshaffs from Brazil. Our
'detérminafion'is based on the poor condition bf the domestic industry
producing fqrgéd steel Erankshafts as evidenced by production, shipments,
'employment; énd financial indiCatéré,‘as well as qnderselling'and increased
ﬁarket penefration by imports at a tihg whenzthe-U.S. market fbr'forged steel

- crankshafts as a whole was shrinking. 172/

Like Product

As:a. threshold inquiry, the Commission must identify the domestic
industry to be examined for the bufpbée‘pf makihg an assessment of matgrial '
injury. Section 771(4)(H)Aof tﬁe Tariff'ﬂcf of 1930 defines hindustky" as
"the domestic producers as a whole of a like'produqf; or th&se producers‘whose
coilecfive output of the like prodﬁct constitutes a major.propoktion of the
;fotal doméstic producfion of that product." 3/ .fhe sfafute goes on to
define "like produét" as "a product‘which is like, or in the absence of like,

most similar in characteristics and uses with, the article subject to an

1/ . Chairman Liebeler makes a negative determination. She joins with the
majority on the. definitions of like product and domestic industry, and with-
their discussion of cumulation and the condition of the industry.

2/ Vice Chairman Brunsdale joins the majority on the definition of like
product and domestic.industry, joins with their conclusions regarding
cumulation and condition of the domestic industry, and states separate views,
infra, regarding causation. : .

3/ 19 U.S.C. §1677(4)(A).



investigation . . . ." 3/
The imports that are the subject of this investigation are forged steel
crankshafts, machined and unmachined, weighing -between 40 and 750

. 5/ g
pounds . = Forged steel crankshafts in this weight range are primarily used

in vehicle engines, wHereas'forged cfénkshéfts outside this weight Faﬁge are
primarily ihcbrporated'in engines with other than vehicular applicatiéns.llThe
crankshafts in questién here are used'in intérhal combu§ti6n eﬁgines to
transform tﬁé reciprocal action of the'engine's pistons into rotatiénal eﬁergy
or‘tofqué[ More specificélly,Athey are used in diesel engines‘and, to a
lesser extent, in large gasoline‘engiﬁes for c1éss 6, 7, and 8 on—highway
trucks and tractors. Other end uses include diesel engines for off-road.
equipment, farm machinery and equipment, military vehicles, certain aircraft,

and automobiles.'é/

4/ 19 U.S.C. §1677(10). The legislative history of title VII makes it
clear that "[t]he requirement that a product be 'like' the 1mported 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." §,
Rep. No. 249, 96th Cong., 1st Sess" 9091 (1979).

5/ The "article subject to an 1nvest1gat10n" is def1ned by the scope of
the Department of Commerce's (Commerce) investigation. Commerce has continued
to define the scope of this investigation as "forged carbon or alloy steel
crankshafts with a shipping weight of between 40 and 750 pounds, whether
machined or unmachined." 52 Fed. Req. 38,254 (Oct. 15, 1987).

6/ Report of the Commission ("Report") at A-3 (which indicates that this
report is to be used in conjunction with the staff report of August 26, 1987,
which we incorporate by reference; published as Certain Forged Steel
Crankshafts from the Federal Republic of Germany and the United Kingdom, Inv.
Nos. 731-TA--351 and 353 (Final), USITC Pub. No. 2014 (Sept. 1987)).



In our recent final determinations concerning forged steel crankshafts
~from the United_Kingdom'(UK) and the Federal Republic of Germany (FRG), /

we found a single like prodqctlencompassing all forged steel-crankshafts,
4wHether machined or unmachined, in the 40-750 pound range. No party has
raised any new afgdment in favor of a different definition of the like product
or domestic iﬁdustry[ nor does any information in the record suggest that a
differént definitioﬁ would 5e,appropriate. 8/ Therefore, wé adopt the like

product and domestic industry determinations reached .in the prior

investigations.

Condition of the Domestic Industry

In determining thg_condition of the domestic industry, the Commission
considers, among'other factors, domestic consumption, U.S. production,
capacity, capaéity utilization, shipménts,’inventories, employment, and
financial berformanée. 8/ in.our final.determination cdﬁcerning forged
steel c¢rankshafts from the ﬁK and the FRG, we found that production,
shipments, and sales had declihed over the period of investigation. We also
found that the domestic industry bhad sustained operating losses and that the

average number of production workers had decreased. 10/ For the purposes

7/ Invs. Nos. 731-TA-351 and 353 (Final), USITC Pub. No. 2014 (Sept.

1987) (Crankshafts).

8/ Respondents have preserved. the positibn they took in the prelimihinary
investigation. Respondents' Prehearing Brief at 2.

9/ 19 U.S.C. 1677(7)(C)(iii).

10/ Crankshafts at 10-12.



of thi's final irnvéstigation, we incorporate our findings on the: condition ot
the domestic industry from our final determinations concerning ciankshafts -
from the UK and FRG and ‘again determine -that the domestic forged steel
crankshaft industry is materially injured. - S P

~The -Commission ismrequired to cumulatively assess:-the volume and effect:
of imports subject to investigation from two:or more countries if the imports
(1) compete with other imports and with the domestic like product, (2) are
subject to investigation, and (3) are marketed within'a reasonebly coincident

11/ S L o

period.

Taay gt

In our recent final determinations concerning forged steel crankshafts

KRS

from the UK and the FRG, _we found it approprlate to cumulat1ve1y assess the

vo lume and pr1ce effects of 1mports from Japan, Br3211 the UK and the

FRG. 12/ Q1nce that tlme, Commerce has 1ssued a final negatlve ant1dump1ng

[R

determinatlon of sales at not less than fair valuehconcern1ng forged steel

11/ 19'U.s.C. §1677(7)(C)(1v) ‘H.R. Rep. No. 1156, 98th Cong., 2d Sess.
173 (1984).

12/ Crankshafts at 16. We found imports from Japan to be "subject to
investigation" because, while Commerce entered a preliminary negative
antidumping determlnatlon with respect to those imports, they were still
subject to ‘an ongoing investigation by Commerce which m1ght have resulted in a
final determination. We also found that imports from Brazil, which.are the
subject of a suspens1on agreement, were nevertheless "subject to
investigation" because ‘the 1nvestlgat10n had been continued pursuant to 19
U.S.C. §1671c(g). Finally, we determined that imports’from all four .countries
met the remaining two criteria for cumulation. Id. at 13-16.

Three Commissioners also determined that the cumulative ‘impact of the
LTFV imports from the UK and the FRG alone caused mater1al 1n]ury to the
domestic 1ndustry Id. at 19. :



’ ; 13/ : .
~crankshafts from Japan. =~  Because Commerce has made a final determination

that thgse imports are fairly traded, we have not_inciuded them in our
gumulative analysis.

- Iﬁ this final investigation, respondents argue that imports from the FRG
and the.UK are no longer "subject to investigation." We note that~imports qf
forged steel crankshafts from these two countries are now subject to
antidumping orders. iﬁ/.:Howeyer, these orders are.very recent. Moreover,
.-our preliminary investigations'concefning crankshafts from Brazil, the UK and
the FRG were instituted simultaneously pﬁrsuant to a pgtitiOn filed on October
9, 1986. 15/ We therefqre find it appropriate to consider importé from the

UK and the FRG for purposes of the present investigation.

13/ 52 Fed. Reg. 36984 (Oct. 2, 1987).

14/ 52 Fed. Reg. 35467 (UK) 52 Fed Reg 35751 (FRG)

15/ The orders were issued on ertember 21 (UK) and 23 (FRG), only two

months prior to this determination. The only reason our determination in this
"~ case is proceeding on a later schedule is that respondents secured a
suspension agreement and requested continuation of the countervailing duty
investigation pursuant to section 704(g) of the Act. 19 U.S.C. §1671c(g). We
also are not persuaded by respondents' argument that these imports should be
treated in the same manner as imports from Japan, which are subject to a final
negative antidumping determination. Unlike the Japanese imports, imports ‘from
the UK and the FRG are the subject of both a final antidumping determlnatlon
and an affirmative finding of material injury.

Our decision to treat these imports as "subject to 1nvest19at10n"'is
consistent with several recent determinations. See, e.g., Tapered Roller °
‘Bear1ngs and Parts Thereof, and Certain Housings incorporating Tapered Rollers
("TRB's") from Italy and Yugoslavia, Invs. Nos. 731-TA-342 and 346 (Final),
USITC Pub. 1999 (August 1987); TRB's from Japan, Inv. No. 731-TA-343 (Final),
USITC Pub. 2020 (September 1987); Butt-Weld Pipe Flttlngs from Japan, Inv. No.
731-TA-309 (Final), USITC Pub. 1943 (January 1987); and Certain Fresh Cut
Flowers from Peru, Keriva and Mexico, Invs. Nos. 303-TA-18 (Final) and
731-TA-332 and 333 (Final), USITC Pub. 1968 (April 1987).



Respondents also insisf that imports of crankshafts from Brazil hay not
properly be cumulatively assessed because they caused no injury to the
"domestic industry. They argue that while Congress mandated cumulation of

imports with only a "minimal impact,” 16/

it did not intend cumulation of
imports without any demonstfated'injurious effect. Respondents maintain that
qnder the circumstances, any affirmative finding based on a cumulative |
analysis that includes Bﬁazilian imports wduld violate an international
obligation, épecifically.GATT and the Subsidies Code. 17/

Respondénts'ére essentially proposing that we apply a de minimis
causation test to the érazilian imports before we.decide whethefﬁto iﬁclude”
them in our cumulative analysis. In our view, this approach is merely a
variantvof the "contributing effects" test which Congress rejected in enacting

the cumulation provision. 18/ For the reasons stated in Certain Fresh Cut

Flowers from Canada} Chile,vColombia, Costa Rica, Ecuador, Israel and the

16/ See H.R. Rep. No. 725, 98th Cong., 2nd Sess. 37:(19§4);

17/ _Respondenfs' Pre—-Hearing Brief at 23-26, citing gjcta in Bihgham &
‘Taylor v. United States, 815 F.2d 1482, 1487 (Fed. Cir. 1987).

18/ See H.R. Rep. No. 725, 98th Cong., 2d Sess. 37 (1984); H.R. Rep. No.
1156, 98th Cong., 2d Sess..173 (1984). Respondents attempt to distinguish the
"contributing effects" test-—that imports must contribute to material injury
before they can be cumulated—from their approach, under which imports causing
no injury cannot be cumulated. Respondents' Pre-Hearing Brief at 25-26.

Since a finding that imports caused no injury is also tantamount to a finding
that they do not contribute to material injury, we see no substantive
distinction between these two approaches. Further, since respondents' de
minimis approach, like the "contributing effects" test, would render
cumulation a vestigial part of the causation analysis, we have no reason to
believe that Congress intended to permit the approach respondents advocate.



“cumulation. 2/

Netherlands, 19/ we decline to adopt. this approach here, 20/ As to the

argument that cross—cumulation in this case would vicolate an international
obligation, ‘we note that nothing in GATT or.the Subsidies Code prohibits

We also adbpt our prior determination that imports of forged steel
crankshafts from Brazil, the UK and the FRG were simultaneously present in the

market and competed with -each other-and the domestic like product throughout

S . . . . i . . i 22/ L .
the period of investigation. = For these reasons, we have cumulatively

%

assessed the volume and effacts of imports of forged steel crankshafts from

Brazil, the UK and the FRG.

19/ Invs. Nos. 701-TA-275-278 (Final) and 731-TA-327-331 (Final), USITC
Pub. 1956 at 17, n. 15 and 16 (March 1987).

20/  Respondents also argue that "the disparate import trends" test, which
in their view precludes cumulation of imports displaying a downward trend when
compared with imports from other countries, was specifically preserved in USX
v. United States, 655 F.Supp. 487 (Ct. Int'l Trade 1987). Because, as the
Court noted in USX, the factual connection that must exist between imports and
injury is addressed by the competition requirement of the cumulation _
provision, we find respondent's argument irrelevant. Id. at 493. Moreover,
USX concerned the propriety of Commissioners' decisions not to cumulate under
pre—1984 law.

21/ We note that a majority of Congress (both houses) did not believe the
cumulation provision violated the Subsidies Code. See H.R. Rep. No 725, 98th
Cong., 2d Sess. 94 (1984). Even if such a prohibition arguably existed,
Section 3 of 'the Trade Agreements Act of 1979, 19 U.S.C. §2504, provides that
no provision of the Dumping or Subsidies Code that conflicts with any statute
of the United States will be given effect.

22/ Crankshafts at 15-16; Report at A-5-A-6. Respondents argue that
circumstances surrounding their sales contracts indicate that their
crankshafts did not compete with other imports or the domestic like product
during the period of investigation. While we believe it is appropriate to
apply the four criteria set forth in Crankshafts at 15, n. 45, we note that .
information gathered by the-staff concerning contracts for the sale of
Brazilian crankshafts indicates competition with crankshafts from the UK .as
well as with domestically produced crankshafts. Id. at A-18-A-19, A-21-A-22.
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Material injury by reason of subsidized imports

In making final determinations in antidumping and countervailing dqty
cases, the Commission must ascertain whether any injury being suffered by the
23/

domestic industry is "by reason of" the imports under investigation. ==
Although we may consider information indicating that harm is caused by factors
other than subsidized or LTFV imports, the Commi;sion may not weigh
causes. 2y ' The statute directs the Commission to consider, among other
factors, (1) the volume of imports of the merchandise that is the subject of
the investigation, (2) the effect of imports of that merchandise on prices in
the United States for the like products, and (3)‘the impact of imports of such
merchandise on domestic producers of like products. 25/

The volume of imports from Brazil, the UK and .the FRG was significant
ation, accounting for a large and
6/ '

throughout the period under investig
increasing share of total imports. 26 Imports from the th?ee countries by

Quantity (units) increased markedly from 1984 through 1986, with imports

increasihg significantly in interim 1987 as compared witﬁ interim 1986. 27/

23/ < 19 U.S.C. §§1671d(b), 1673d(b).
24/ See S. Rep. No 249, 96th Cong., 1st Sess. 57-58, 75 (1979); H.R. Rep.
No. 317, 96th Cong., 1st Sess. 7 (1979).

25/ 19 U.S.C. §1677(7)(B).

26/ Because the individual import data are confidential, they must be
_discussed in general terms. ' '

27/ Imports by value also increased from 1984 through 1986 and in the
interim period. The increase in terms of value is less pronounced; however,
" this reflects the decrease in unit value per piece over the same period.
Report at A-6.



1t

The market penetration of combined imports from all three countries increased
even more rapidly from 1984 through 1986, and was particularly high in interim

28 ‘ .
1987. 28/ Moreover, market penetration increased over the period of

investigation at a time whenvabparent U.8. consumption was declining. 29/
Information on pricing also indicates aggressive importer behavior, with
imports from all thrée countriesvconsistently underselling the domestically
prodﬁced product. Prices of imported crankshafts from_Brazil showed
significant margins of underselling throuéhout the périod:bf
investigation..ggf Underselling by impofts ffpm the UK was even more
pronounced, 3t/ while prices of imported West German crankshafts dispiayed a

C o e—

- - . .. 32
trend toward underselling later in the period of investlgatlon,if‘(

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

29/ - While there was a slight increase in apparent U.S. cbnsumptioﬁ-(by
units) from 1985 to 1986, apparent consumptlon decllned over the period under
1nvestlgat10n Id. at Table 3 . .

30/ Id. at A-9-A-10.

31/ Crankshaftsoat 19.

32/ Report dated August 26, 1987 at A-85, A»88mﬁé89;'Crahkshaffs at A-43.
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Accordingly, we conélude that the domestic industry producing forged

steel crankshafts is materially injured by reason of subsidized imports from

Brazil. 33/

33/ In the earlier investigations concerning crankshafts from the UK and
the FRG, the parties argued that any injury experienced by the domestic
industry resulted from factors other than crankshaft imports, most notably the
relatively lower quality of petitioner's product and the long-term decline in
demand for diesel engines using forged steel crankshafts, We examined these
factors and concluded that imports are a cause of material injury to the
domestic industry. Crankshafts at 19-23. Respondents preserved their
position concerning the quality issue in this final investigation,
Respondents' Pre-Hearing Brief at 2. We have received no new information or
~argument in this final investigation which persuades us to change this
finding. We note that information in this investigation indicates that
purchasers of Brazilian crankshafts consider quality equal to or more
important than price as a factor in their purchasing decisions. .Report at
A-11-A-12. This is consistent with our findings concerning quality in the
prior investigations. Respondents have also urged us to assess causation with
reference to the individual sales contracts rather than to the imports arising
from the contracts. We rejected similar arguments:in the prior
determinations, Crankshafts at 17, n. 51, and see no reason to make a
different finding ‘in this case.
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ADDITIONAL VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE
- . Certain Forged Steel Crankshafts from Brazil
Investigation No. 731-TA-352
November 24, 1987

I joinvmy‘célleagues in the majority in their conciusions on like
brodﬂét, domestic industry, the condition of the domestic
industry,-ahdAcumulation. I also cbhcﬁr in their'détermination
that démeéticIbfdducers'afe‘ﬁaterially injured'by_reason of
unféir'imﬁorts. Howevér; I ?eaéh_this coﬁclusibn through an

'éhalysis that is different from theirs.

Ccausation Analysis: Material Injury by Reason of Unfair Imports

The statute requires that the Commission consider three factors
in its analysis of causation, as well as any others it deems -
relevant. The three stated factors are the volﬁme of imports
subject to investigation,' as well.és the effectvof those imports
on ﬁhe doméé£ic>produ¢eré and on the brices they receive for

1
- their like products.

The evidence on importivolumeé in this case shows that

imports, whether measured by value or quantity, are increasing

<1 o ) S ,
 See 19 U.S.C. 1677(7)(B), (C).
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not only in absolute numbers but also relative to domestic
consumption. 0ver the 1984 86 perlod the value penetration of
cumulated 1mports 1ncreased from *k** éb **** ? and the
quantity penetratlon 1ncreased from kkkk to *kkk percent.3 In
addition, the actual number of 1mports rose by over ** percent,
from **kx*%% to **k**k*** and the value of imports rose by *=*
percent, from $**** million to $**** million. During the same
-period, apparent domestic consumption: fell by roughly #** - . ‘
percent;s In the _face of falling domestic. demand, ‘these .
increasing market shares are sufficiently substantial to suggest
that imports would have a material, impact on the volume of sales

by the domestic producers.

. I.consider next ‘the aggregate effects of the imports on

Report of the Commission at A-7 [hereinafter cited as
Report]. - In the first three months of 1987, the percentage .
increased to #**** percent. Id.

3

Id. In the first three months of 1987, the quantlty of
unfair imports as a share of domestic consumptlon did not
change substantially, dipping to **** percent. Id.

See id.

5

Id. Apparent consumption dropped from **kkkk% to *kkkkik
units between 1984 and 1986. Id. When measured by value,
consumption dropped from $*** million to $*** million during
the same period. 1Id.
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6
domestic prices and revenues. " In this part of my analysis, I‘
find eiasticity,estimates very useful. for evaluating the
magnitude of changes in consumption,. production,iand prices
resulting from the imports.? .In this case, the elasticity of
, supply for domestic crankshaft producers ishigh8 -- which
means that, other things remaiping ghe same, the quantity
suppligd by domestic,producers ié very responsive to changes in

the market price. And the elasticity of demand for crankshafts

y

6 . . . .
For additional discussion of the usefulness of aggregate
data when considering price effects, see Certain Welded Steel
" Pipes and Tubes from Taiwan, Inv. No. 731-TA-349, USITC Pub.
1994 at 63-79 (July 1987) (Additional Views of Vice Chairman
Anne E. Brunsdale) [hereinafter cited as Taiwan Pipes and
Tubes]. : : :

7 .

" Elasticities help the Commission define the relationships

~ between unfair imports and domestic products and whether those
effects are material. For a discussion of the usefulness of
elasticity estimates, see Taiwan Pipes and Tubes, supra note 5,
at 55-63; Cold-Rolled Carbon Steel Plates and Sheets from
Argentina, Inv. No. 731-TA-175, USITC Pub. 1967 at 29-30 (March
1987) (Views of Vice Chairman Anne E. Brunsdale); and Erasable
Programmable Read Only Memories from Japan, Inv. No.
731~-TA~288, USITC Pub. 1927 at 29-31 (December 1986)
(Additional Views of Vice Chairman Anne E. Brunsdale).

8 .- . .
See Memorandum from the Office of Economics, EC-K-449
(November 3, 1987) at 3-7. 1In 1986, domestic producers
operated at less than ** percent of capacity. See Certain
Forged Steel Crankshafts from the Federal Republic of Germany
and the United Kingdom, Inv. Nos.. 731-TA-351 and 353, USITC

, Pub. 2014 at A-25 (September 1987) [hereinafter cited as
Crankshafts from West Germany and the United Kingdom]. The
Office of Economics estimated the elasticity of domestic supply
to be greater than 10. See Memorandum EC-K-449 at 3.
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is relatively low =-- which means that, other things remaining
the same, the quantity demanded will not increase very much if
market prices fall. This set of circumstances indicates ‘that the
presence of substantial quantities of imports, which we have
.here, will materially affect the domestic producers' volume and
total revenues received by domestic-producers, as long as the
imported and domestic products are reasonably close substitutes.

If the imported and. domestic products are not closa enough
substitutes, then the presence (and the price) of unfair imports
in the market will not greatly affect the revenue received by
domestic producers because purchasers will not switch from one to
the other. ‘In. th;s case a- great deal of evidence was’ presented
on the quality issue.]'fo Respondents argued that the quality of
foreign crankshafts was so much higher than that of domestic -

crankshafts that the two were not comparable and thus the price

of foreign crankshafts cculd-not affect the.revenue received by

9 - . o : .. : S
See id. at 7. The memorandum indicates that demand is :
inelastic due to a lack of close substitutes for crankshafts.
The Office of Economics estimated that an elasticity: between 0
and -0.5 would be reasonable in this case. Id.

10 - - '
See .Crankshafts from West Germany and the .United Kingdom, -
supra note 8, at 26 32 (Additlonal Views of Vice Chairman Anne
E. Brunsdale).
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domestic crankshaft producers. Petitioners produced
cons1derable evidence to the contrary.12
‘ | On balance, the eVidence did not convince me that quality
uas so important in consumer purchasing decisions as to make
‘pricehuninportant. 1’&55 not persuaded that differences in
quality had a significant impact on.the substitutability of
foreign and domestic crankshafts. The reasonable
substitutability of the crankshaft 1mports for the domestic
product combined w1th elastic supply, inelastic demand, and the
'1ncreaSing market penetration of the 1mports, 1eads me to
conclude that the 1mports had a material effect on the revenue
received by the domestic producers.:’

My conclu51on in this regard is buttressed by the fact that
%the weighted average margin 'in this case -- 8.37 percent -- is

: 13
not trivial For purposes of my. analySLS, I assume that this

1 ., - :

12

13 . ‘ : .
The weighted average margin is calculated by multiplying
the subsidy or dumping margin for each company or country and
the quantity of imports from that company or country, and then
dividing the sum of those calculations by the total quantity of
unfair imports. The subsidy margin for Brazil and the dumping
margins for West Germany and the United Kingdom were calculated
by the Department of Commerce. - See Certain Forged Steel

‘ o (Footnote continued on next page)
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margin translated into an aggregate price.benefit'that the
imports otherwise woula not have had. 1In.light of the modestly
large and increasing import penetration and the sufficiently
strong degree of substitutability of imports and domestic
products, this price benefit held by the imports translated into
material revenue effects in the domestic market.

The data presented on ‘individual sales and the pricing
evidence associated with:these sales in this case were not very.
helpful in making my determination. This information did show
that, for some transactions, imports had lower nominal
prices.l4~ But, as I discussed in my Additional Views on
Certain Forged Steel Crankshafts from the Federal Republlc of

15
Germany and the United -Kingdom, - factors such as the desire to

dual-source crankshafts, the reputation of suppliers, the age of

(Footnote continued from previous page)

Crankshafts from Brazil; Final Affirmative Countervailing Duty
Determination, 52 Fed. Reg. 38,254 (ITA October 15, 1987);
Certain Forged Steel Crankshafts from the Federal Republic of
Germany; Final Determination of Sales at Less Than Fair Value,
52 Fed. Reg. 28,170 (ITA July 28, 1987); Certain Forged Steel
Crankshafts from the United Kingdom; Final Determination of
Sales at Less Than Fair Value, 52 Fed. Reg. 32,951 (ITA
September 1, 1987).

See Report at A-9.

15
See Crankshafts from West Germany and the United Kingdom,
supra note 8, at 32-33. :




the crankshéft design, aﬂd a nﬁmbef of oﬁher facfors affect the
nominal priceé éharged for_crankshafts‘in partidular_f
transactions. The’priée data in thié case were not adjuéted for
these facfdrs. Without such adjustments (which would.be
-'extremely difficﬁlt to make), the pricing,evidénée in the staff
Report is not ofvmuch'hélp-ih'reaching a decision that the

aggregate effect of the imports on domestic prices was material.
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S (Public Version)
ADDITIONAL AND DISSENTING VIEWS OF CHAIRMAN LIEBELER
Certain Forged Steel Crankshafts
: from Brazil

Inv. Nos. 701-TA-282

.(Finel)

I determine that a domestic industry ‘is not
materially injured or threatened with material injury by
reason of subsidized imports of forged steel crankshafts

1
from Bra211.

I concur w1th the majorlty s deflnltlons of the like
product and domestic 1ndustry, and with thelr dlscu551on
of cumulatlon and the condltlon of the 1ndustry Because .
my v1ews on causatlon dlffer from those of the majority, I

offer these additional and-dlssentlng v1ews.

Material Injury by Reason of Imports

In order for a domestic industry to prevail in a
final investigation,; the Commission must determine that
subsidized or dumped imports cause or threaten to cause

material injury to the domestic industry producing the -

. 1 . R . ) . .
" As there is an established domestic industry, ”material
retardation” was not raised as an issue in these
investigations and will not be discussed further.
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like product. The Commission must determine whether the
domestic industry producihg the 1ikefproduét is materially
injured or is threatened with material'ihjury, and whether
any injury or threat thereof is by reason of the
.éubsidized or dﬁmped imports. OnIY'if the Commission
finds both injuxy and causation, will it make an

affirmative determination in the investigation.

Before analyzing the data, howe§er, the first
question is whether the statute is clear or whether one -
must resort.tb the legislative history in order to
interpret the relevant sections’of~the‘import relief‘law.'
In general, the accepted rule of statutory constriction is
that a statute, clear and unambiguous on its face, need
not and cannot be interpreted using secondary sources.:
Only statutes that are of doubtful meanihg are subject to

such statutory interpretation.

The statutory language used for both parts of the
analysis is ambiguous. “Material injury” is defined as

"harm which is not inconsequential, immaterial, or

2
Sands, Sutherland Statutory Construction § 45.02 (4th
Ed.).
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3 . .
unimportant.” As for the causation test, “by reason

of” lends itself to no easy intérpretation, and has been
the subject of much debate by>past and present
-commisSioners."Cleariy, well-informed pérsons may differ
as to the interpretation of the causation and material
injury sections of title VII. Thérgfore, the 1egisiati§e.

history becomes helpful in interpreting title VII.

The_ambiguity arises in part because it is:cleaf-that '
the pxésénce.in the Unifed Stateé of additional foreign
supply will always make fhevdomestic industry worse off.
Any time a foreign producer exports'produéts to the United

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,
acéompanied by a Department of Cbmmerce'dumping or subéidy
finding and a Commission finding'fhat’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

3
19 U.S.C. § 1977(7) (A) (1980).
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causation. In the legislative history 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.”

The Senate Finance Committee acknowledged that the
causation anal&sié‘woqld'qqf be easy: ' ”"The determination
of the ITC with respect to causation, is under current
law, and will bg, under section 735, complex and
difficﬁ;t,’and is a matter for the judgment of the
ITClJGV Since ﬁhe domestic industry is no doubt worse
off bf éhe presence of any imports (whether LTFV or fairly

traded) and Congress has directed that this is not enough

4 i . .
Report ‘on the Trade Agreements Act of 1979, S. Rep. No.
249, 96th Cong. 1lst Sess. 75 (1979).
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upon which to base an affirmative determination, the
Commission must delve further-to.find What.conditioh

Congress has attempted to remedy..-

In the 1eglslat1ve hlstory to the 1974 Act, the Senate

Finance Commlttee stated.~

This Act is not a protectlonlst' statute
designed to bar or restrict U.S. 1mports, 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
‘United States industry,,

Thus, the focus of the ana1y51s must be on what
constitutes unfair price dlscrlmlnatlon and what harm
results therefrom-' |
[T]he Antldumplng Act does not proscrlbe
transactions which involve selling an imported
product at a price which is not lower than that -
needed to make the product competltlve in the
U.S. market, even though the price of the

1mported product is lower than its home market

price.

7 .
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. - . _ : ' :

) Id.
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This ”complex énd difficult” judgment by the
Commission is ‘aided greatly by the use of financial and
economic analysis. ' One of the most important assumptions
of traditional microeconomic theory is that firms attempt

to maximize profits. Congress was obviously familiar

with the economist’s tools: #”[I]importers as prudent
businessmen dealing fairly would be interested in
maximizing profits by selling at prices as high aé<tpe

10
U.S. market would bear.”

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion. In accord with”economic theorf{and the;
legislative hiétory, foreign firms éhould be presumed to
behave rationally. Therefore, if the factualuéétting in
which the"unfair'impofts occur doesbnot‘suppoft any gain
to be had by’uhfair bri¢e(dis¢riminétion,“it is'reasqnable
to conclude that'any‘injury of.tﬁreatjof iﬁﬂury to.the

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

9

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

10 ' o T
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
Sess. 179.
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In maﬁy cqses ﬁﬁfair pribé'discfimindtion by a
competitor wduid"béfirrational. 'In general, it is not
rational to. charge a price below that necessary to sell
one’s product. 1In certain.circumstances) a firm méy try
to capture a»sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market powér to a poSifion where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It is this
condition whiéﬁ Congress must have meant when it charged
us ”to discouragé and prevent foreign suppliers from using
unfair price discrimination practices to the detriment of

11
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

an affirmative fiﬁdiﬁg'under the law interpreted in light'
. 12 oo '
of the cited legislative history. ‘

11

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179. . ' ' '

12 '
Inv. No, 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).
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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 elasticity
13
" of supply of other imports).
The statute requires the Commission to examine the volume
of imports, the effect of imports on prices, and the

o 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 provided by the
legislative history. Each of these factors will be

discussed in turn

Causation analysis

Lef us start withAimpo:t penetration data. A'lérge
market share is a necessary éondition.fof'a seller to
obtain or enhance market power through unfair price
discrimination. Penetration of imports from the United

Kingdom, West Germany, and Brazil increased during the

13
Id. at 16.

14 :
19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).
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course of the_invespigation from **#%”in 1984 to ***% in
interim 1987, based on units, and from +*%% in 1984 to
KRRy in.intérim 1987, based on valué. Ma:ket peneﬁration'

15

of imports is moderate and is increasing. ‘This is

consistent with an' affirmative determination..

The Second factor is the*margiﬁ of’subsidization and

dumping. 'The'higher”the.margin, ceterié,pafibus, the more

likely it is that the product is being sold below the

compeﬁitiVe‘pricelsand thg ﬁoré like1y it is that the
domestic pfoduqers will‘bé adQerSely‘afféctéd;. The
mafgins aré determined by the Departmeht.of‘Cqmmercei' in'
this case} tﬁé weightedfaverage_maréih is 8.37%, which is
low. This factor is not consistent with aﬁ:affirmative

determination.

The third factbrAiswthe hoﬁogeneity of thewproducts;
The more_homogeﬁeous-the pfoducts, the g:eater‘will be the
effegt'of any allegeﬁly unfair préctice:on'domestic |
producers. - |

There is considerable evidence indicating that

15 ,
‘Report at A-7.

16 : A .
See text accompanying note 8, supra.
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purchasers find the quality Sf the domestic product'
inferior to that of the imported product. In judging the
overall quality 6f'forg¢d'steel crankshafts, purchasers
look at such factors as rejection rates, delivery
berformance,‘and theAprodqcer’s-commitment’tq_developing‘
new technologies which might lower costs. 1In each of
these aspects there is substantial evidence that the

. L L 17
domestic product is inferior to the imported product.

In a statement representétivé of the views e#bressed by“”
other purchaéers, one end user testlfled that hlstorlcally
it had found the guality of forelgn crankshaft suppllers
higher than that of petitionér.18Rébré$entatives of
petitioner appearing as'wifhesSeé admittea the inferior
quality.of their craﬁkshafts.;2 Despite the general
recognition_of these quality'problems, purchasefs'

testified that petitioners have been unwilling to work

with end users to imprové the quélity‘of the domestic

17 .
Invs. Nos. 731~-TA-351 and 353 (Final), USITC Pub. No.

2014 (Sept. 1987) (Crankshafts), Hearing Transcrlpt at
223, 271, 241, 242, 248.

18
Id. at 281.

19 .
Id.. at 22.
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.20
product.

Purchasers testified that increased competition in a
shrinking market for the downstream'productAhas forced
- them to place a high priority. on cost containment. 2t
Because poor quality crankshafts lead to increased
machining and inventory costs, quality is a very impdrtant
consideration in sourcing decisions.zzThe overwhelming
importance of quality is well 'illustrated by the testimony
‘0f one domestic end user that, regardless of price; it
would not purchase domestic crankshafts if superior
quality supply were available from impo_rts.23
Although much of the testimony regarding quality
problems referred to a.period prior to the period of this
investigation, end users testified that, due to the fact
that crankshafts are sold on a long—term contract basis,
the length of time.necessary to assertain the quality of

crankshaft -suppliers, and petitioner’s lack of long~term

commitment to quality, quality problems continued to

20
Id. at 213, 271.

21
Id. at 211, 242.

22 :
Id. at 222, 229, 230, 248, 274; Report at A-11;
Crankshafts, at A-45.

23 :
Crankshafts Hearing Transcript at 214.
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affect their sourcing decisions during the period of the

24
investigation.

Thus, the imported and domestic products are not
perceived by purchasers as homogeneous. This factor is

consistant with a negative determination.

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. Domestic prices for forged steel
crankshafts generally declined slightly from 1984 to 1985
and remained ‘stable thereafter.zs'The.pricing

information in this case is inconclusive.

Thé fifth factor is foreign supply elasticity
(barriers to entry). If there is low foreign elasticity
of supply (or barriers to entry) it is more likely that a
producer can gain market power. During the period of the
investigation, there were significant sales of fairly

traded crankshafts in the U.S. market. 1In 1986, imports

24
Id. at 272, 285, 286.

25
Report at A-14-A-17, Tables 4-6; Crankshafts at A-40-
A-42, Tables 29, 30, 32, 33, 39, 40, 41.
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from sources not subject to investigation unde: title VII
had a market share (based on value) of 4**%,Zas compared.
with the ***% share repfesentedaby imports fréﬁ'soﬁrces

- 26 S
subject to this investigation. This suggests that the .

potential supply respdnse'is relétively elastic. This

factor is not.consistent with an affirmative determination.‘

Thése'factors mﬁst be{balanced-in‘eaCh case to rgach~a
~ sound determinatidh;-:Alth¢ugh ﬁarketvpénetration:is 
‘moderate, the pricing dét@ is ihconcluéivé and nohélof'the
other.factorslsupport an'affirﬁatiVe'deéérmination. The -
weightgd‘avérage’margin'is extfémély‘low.. Purchasers’
regard quality as very impoftént and-géﬁeréiiy view the
domestic product as 1nférlor to the 1mported product.
Domestic. prlces have stablllzed. There are no 51gn1f1cant »
barriers to entry. In th;s case I have aha1yzed and
weighed each of these factors and reached a negative

determination.

THREAT

A finding that the domeétic industry is threatened with

26
The respectlve market shares based on unlts are 31.5 %
and 22.6%. Report at A-7, Table 3.
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material injury requires evidence that  the threat is real

: .27
and actual injury is imminent.

The Department of Commerce has found three Brazilian

. programs to confer export subsidies.' However, other
factors outweigh the fact that the subsidy is an export
subsidy. Market penetration of'impdrts from Brazil
declined during the course of the investigation from the
low level of ***% (based oh‘units)_tbja mere ***% in
interim 1987, and there is no indication that it will
increase.?8 There have been no inventories of Brazilian-
crankshafts in the United States since'1985.29" Capacity
utilization of Brazilian producers remained reiativel&
constant at approximatelsy #***% in 1984-85, increased to
#%*% in 1986 and remained stable at ‘*%%% during the
interim periods of 1986 and 1987. There is no indication’
that they intend to increase their sales to the United

States. In fact, exports to the ﬁis;‘represent a’

2 '7 . : B

19 U.S.C. sec. 1677(7) (f) (ii) (supp.III 1985). I do
not believe that 19 U.S.C. sec 1677(7) (C) (iv) requires
cumulation in the determination of threat. I have
therefore only considered imports from Brazil in my
analysis of threat. I note, however, that my
determination would have been the same under a. cumulative
analysis.

28
Report at A-7.

29
Crankshafts at A-34, Table 22,
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decreasing share of the total shipments of. Brazilian
producers. Exports to the U.S. declined from ***% of
total shipments in 1984 to a mere ***% in interim 1987.

30 31

Pricing information in this case is inconclusive.
Therefore, I conclude that there is no threat of
material injury by reason of subsidized imports of forged

steel crankshafts from Brazil.

Conclusion

Therefore, I determine that an industry in the United
States is not materially injured or threatened with
material injury by reason of subsidized imports of forged

steel crankshafts from Brazil.

30 v '
Report at A-4-5, Table 1.

31

The potential for product-shifting is not at issue in
this case because there are no outstanding orders on other
products made by the crankshaft producers under '
investigation.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On October 9, 1986, petitions were filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel on behalf of
Wyman-Gordon Company, Worcester, MA. The petitions alleged that imports of
certain forged steel crankshafts from Brazil are being subsidized by the
Government of Brazil; that imports of certain forged steel crankshafts from
Brazil, the Federal Republic of Germany (West Germany), Japan, . and the United
Kingdom are being sold in the United States at less than fair value (LTFV);
and that an industry in the United States is materially injured and threatened
with material injury by reason of such imports.

Accordingly, effective October 9, 1986, the Commission instituted
preliminary countervailing duty investigation No. 701-TA-282 (Preliminary)
and preliminary antidumping investigations Nos. 731-TA-350 through 353
(Preliminary) 1/ under the applicable provisions of the Tariff Act of 1930
to determine whether there is a reasonable indication that an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded
by reason of imports of such merchandise into the United States. -On
November 24, 1986, the Commission notified Commerce of its affirmative
determinations with respect to its preliminary investigations (51 F.R. 44537,
December 10, 1986). 2/

On January 8, 1987, Commerce published notice in the Federal Register
(52 F.R. 699) of its preliminary determination that benefits that constitute
subsidies are being provided to manufacturers, producers, or exporters of
certain forged steel crankshafts in Brazil. Accordingly, the Commission
instituted investigation No. 701-TA-282 (Final) under section 705 of the
Tariff Act of 1930 to determine whether an industry in the United States is
materially injured, or is threatened with material injury, or the establish-
ment of an industry in the United States is materially retarded by reason of
imports of the subject products into the United States (52 F.R. 5200). On
July 28, 1987, Commerce suspended the countervailing duty investigation
involving Brazil, on the basis of an agreement to eliminate completely all
benefits provided by the Government of Brazil that were found to constitute
subsidies (52 F.R. 28177). On August 17, 1987, counsel for the Brazilian

1/ On Oct. 30, 1986, the petitioner advised the Commission that the anti-
dumping petition with respect to Brazil had been voluntarily withdrawn from
Commerce on Oct. 29, 1986. Therefore, the Commission issued a notice of
withdrawal of petition and termination of its investigation No. 731-TA-350
(Preliminary) (51 F.R. 41163). »

2/ A chronology of actions on the subject investigation is presented in
app. A. Copies of Commission and Commerce Federal Register notices are
presented in app. B.
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producers requested a continuation of the investigation concerning forged
steel crankshafts from Brazil, on behalf of the Government of Brazil. 1/

On October 15, 1987, Commerce issued a final affirmative determination
that certain benefits which constitute subsidies are being provided to
manufacturers, producers, or exporters in Brazil of certain forged steel
crankshafts (52 F.R. 38254). Accordingly, the Commission then established its
schedule for the completion of investigation No. 701-TA-282 (Final) (52 F.R.
39290, October 21, 1987).

The Commission’s public hearing was held on November 5, 1987. 2/ The
briefing and vote were held on November 17, 1987.

Discussion of Report Format

This report is designed for use in conjunction with the staff report
(INV-K-103, August 26, 1987) and supplemental memorandum (INV-K-108,
September 2, 1987) to the Commission on investigations Nos. 731-TA-351 and 353
(Final), certain forged steel crankshafts from the Federal Republic of Germany
and the United Kingdom. 3/ That report includes information relevant to this
investigation with respect to the product, its tariff treatment, the domestic
market, U.S. producers and importers, and the question of material injury.
This report provides information on the nature and extent of sales of the
subject subsidized imports from Brazil, the industry in Brazil, U.S. imports,
market penetration of imports of forged steel crankshafts from Brazil, price
trends and comparisons, and lost sales.

Nature and Extent of Subsidies and Sales at LTFV

Commerce has determined that benefits which constitute subsidies are
being provided to manufacturers, producers, or exporters in Brazil through the
following programs: :

Income Tax Exemption for Export Earnings

Preferential Working Capital Financing for Exports (including
incentives for trading companies)

Import Duty and IPI Tax

1/ Because of the 20-day suspension, the Commission was not able to include
Inv. No. 701-TA-282 (Final) in its vote on Sept. 4, 1987, when the cases
against imports from the Federal Republic of Germany and the United Kingdom
were decided. At that time, the Commission determined that imports of forged
steel crankshafts from the Federal Republic of Germany and the United Kingdom
were materially injuring the domestic industry. The Commission did not
institute a final investigation on imports of forged steel crankshafts from
Japan because Commerce issued negative determinations in both the preliminary
and final phases of its investigation.

2/ A list of witnesses appearing at the hearing is presented in app. C.

3/ Copies of the Commission’s public report on investigations Nos. 731-TA-351
and 353 (Final), Certain Forged Steel Crankshafts From the Federal Republic of
Germany and the United Kingdom, USITC Publication 2014, September 1987, may be
obtained from the Office of the Secretary, U.S. International Trade
Commission, 701 E St., NW., Washington, DC 20436,
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Commerce determined the net subsidy to be 5.23 percent ad valorem (the duty
deposit rate was adjusted to 5.10 percent ad valorem). The review period for
measuring subsidization was calendar ‘year 1985.

Commerce’s findings of sales at LTFV for imports of forged steel
crankshafts from the Federal Republic of Germany and the -United Kingdom are
summarized below. The Commission determined that such sales are materially
injuring the U.S. industry, in its vote of September 4, 1987.

With respect to the Federal Republic of Germany, the weighted-average

dumping margins (in percent ad valorem) and the quantity and value of sales at
LTFV (in percent) calculated by Commerce are as follows:.

Sales at LTFV

- Company - : "~ Margin : . " Quantity - Value .
Gerlach-Werke....... - De minimis 1/ l/'
Thyssen............. 1.90 *kok R St
All others.......... 1.90 ' 1/ ¥4

1/ Not applicable.

The LTFV margins on the individual sales examined by Commerce ranged from *¥*
percent to *** percent. In order to capture sales based on long-term contract
requirements, the period of investigation was extended to encompass the 20
months from March 1, 1985, to October 31, 1986

With respect to the United Kingdom the weighted average dumping margins

(in percent ad valorem), and the quantity and value of sales at LTFV (in
percent) calculated by Commerce are:

Sales at LTFV

Company Margin ' Quantity Value
United Engineering &‘Forging.u.. 14.67 *kk o oKkkk
All others...........iivunnnny - 14,67 _ 1/ 1/

1/ Not applicable.

The LTFV margins on the individual sales examined by Commerce ranged from %**
percent to **%%* percent. In order to capture sales based on long-term contract
requirements, the period of investigation was extended to encompass the 13
months from October 1, 1985, to October 31, 1986.

Consideration of'the Question of Threat
of Material Injury

Capacity of producers in Brazil to generate exports

Information in this section of the report was received from counsel for
the two Brazilian producers that exported forged steel crankshafts to the
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United States during the period of investigation. Data on those firms'
production, capacity, and total shipments are presented in table 1. 1/

Table 1 .
Forged steel crankshafts: Brazilian production, capacity, inventories, and
shipments, 1984-86, January-March 1986, and January-March 1987 1/

Brazilian producers.--There are two known manufacturers of forged steel
.crankshafts in Brazil that export to the United States--Krupp Metalurgica
Campo Limpo Ltda. (KMCL) and Sifco. 2/ 1In 1986, sales of forged steel
crankshafts represented *** percent of total revenue for KMCL and *** percent
of total revenue for Sifco. 3/ Other products that both companles produce
include ***x, 4/ :

Brazilian capacity and production.--KMCL's and Sifco’s capacity to produce
forged steel crankshafts increased from *** units in 1984 to *** units in
1985, or by 3.7 percent, and remained at that level through the remainder of -
the period of investigation. With respect to KMCL, counsel reports that *¥%,
In addition, increased investments for additional machining capacity are
intended to meet growing demand in Brazil. 5/

Production of forged steel crankshafts by KMCL and Sifco. increased from
*** units in 1984 to *** units in 1985, or by 2.9 percent, rose 24.2 percent
to *** units in 1986, and increased slightly by 0.8 percent or *#** units
during January-March 1987 when compared to the corresponding period of
1986. 6/ ‘

1/ Table 1 revises data presented in table 18 of the staff report of Aug. 26,
1987, which presented Brazilian industry information only for unmachined
forged steel crankshafts.

2/ The U.S. Embassy in Sao Paulo has confirmed that KMCL and Sifco were the
only known Brazilian exporters of forged steel crankshafts to the United
States during the period of investigadation (State Department.telegram,

Aug. 25, 1987). 1In their posthearing brief (p. 12), the respondents state
that "Respondents are aware of four other crankshaft producers in Brazil, none
of which has exported crankshafts to the U.S. Ascesita has limited forging
capacity, with which it supplies MWM in Brazil. Scania, MWM and Perkins have
crankshaft machining operations in Brazil, but these are used for these
companies’ own engine production. Finally, Braseixco (Rockwell) has forging
capacity but does not use it to produce crankshafts.”

3/ Respondents’ posthearing brief, exhibits 1 and 4.

4/ Ibid., exhibits 2 and 4. :

5/ Letter to the Commission staff, Nov. 7, 1986, pp. 1 and 2.

6/ The large increase in production from 1985 to 1986 was attributed entirely
_to increases in home market sales. :
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Capacity utilization in 1984 and 1985 remained. relatively constant at
approximately *** percent, increased to **%* percent in 1986, and remained
stable at *** percent during the interim periods of 1986 and 1987. 1/

Brazilian shipments of forged steel crankshafts.--On the basis of
information provided by counsel for the two Brazilian companies, exports of
forged steel crankshafts to the United States comprised approximately ***
percent of total shipments in 1984, decreasing to *** percent in 1985, and
further decreasing to *** percent in 1986. Exports to the United States
during January-March 1987 declined to *** percent of total shipments, or by
**%* percentage points when compared to the corresponding period of 1986.
Counsel reports that * k k, 2/

...  Consideration of the Causal Relationship Between Subsidized and/or
LTFV Imports and the Alleged Material Injury or Threat Thereof

U.S. imports

Data on U.S. imports of forged steel crankshafts are presented in
table 2. 3/ 4/ The data presented in the table were compiled from responses
to the Commission’s questionnaire by 14 U.S. purchasers that accounted for
more than 95 percent of total imports in 1986.

Overall imports.--U.S. purchases of imports of all forged steel
crankshafts increased from 336,000 units, valued at $69.6 million in 1984, to
346,000 units, valued at $62.8 million in 1985, or an increase of 2.8 percent
in quantity and a decrease of 9.7 percent in value. Imports increased to
357,000 units, valued at $57.1 million in 1986, which represented an increase
in quantity of 3.2 percent but a decrease in value of 9.2 percent. Imports of

1/ Counsel for respondents has argued that because of product mix, effective
capacity for Sifco 'should be used instead of theoretical capacity (respondents’
prehearing brief, p. 32) in determining capacity utilization. Based on such
revised capacity figures, capacity utilization would increase as follows:

Capacity utilization

Period : ; (in_percent)

1984....... e e *kk

1985, .. i e . *kk

1986. ... ii i e e *kk
-Jan.-Mar. 1986........... o *kk
Jan.-Mar. . 1987........... ' *hk

However, if respondents’ effective capacity figures are used, capacity
utilization rates for Sifco’s unmachined crankshafts would have ranged from
*%% to *** percent over the period of investigation.

2/ Letter to the Commission staff, Nov. 7, 1986, table B-1.

-3/ Data on ‘imports by purchaser and country are presented in app. D.

4/ Table 2 summarizes data presented in table 25 of the supplemental memo to
the Commission of Sept. 2, 1987 :
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Table 2
Forged steel crankshafts: U.S. imports; by principal sources, 1984-86,
January-March 1986, and January-March 1987

January—-March—
Source 1984 1985 : 1986 1986 . 1987
Quantity (units)
Brazil.................. . H W A W Ht
United Kingdom........... Lo 2] H 1 N
West Germany (Thyssen)... ] 6 e ] 0
Subtotal............... R e Hee NN 3¢
Japan. . ... .ot vrir e IO W IR W I
West Germany (Gerlach)... Lo *ke Lo L 0%
All other...........c.vt. kil W W et I
Subtotal............... WM L W [ e [T
Total imports........ 336,412 345,784 356,951 100,296 117,400
Value (1,000 dollars) 1/
Brazil...........covvevn W W W H W
United Kingdom........... ] W % ) 1%
West Germany (Thyssen)... NN H ] ] )
Subtotal............... Lz badald N W e
Japan.......coenvieenians W% W IR W I
West Germany (Gerlach)... 2] e N I 1
All other................ W W I W e
Subtotal............... fadadad fakadad il 6 G
Total imports........ 69,585 62,830 57,081 15,535 16,981
Unit value (per piece)
Brazil................... L W HIe E H
United Kingdom........... A N *He I HIOE
West Germany (Thyssen)... e W e e ]
Subtotal............... 1 et L2 W N
JRPAN. . o vv v ven v oonsonas W W6 WO W WO
West Germany (Gerlach)... 6 ek e 1 ]
All other..... e e W R W W 0%
Subtotal............... : 0 6 Y YO [T
Total imports........ 207 182 160 155 145
Percent of total gquantity (units)
Brazil........... RN He ] W W ]
United Kingdom........... N e ] 6 10
West Germany (Thyssen)... W W H 6t ]
Subtotal............... 1 L W M W%
Japan.........coiviininnn N L R 1 I
West Germany (Gerlach)... e L e 1 e
Aall other................ W0 e ] ) i
Subtotal............... W fiad [ I O
Total imports........ 100.0 100.0 100.0 100.0 100.0
Percent of total value
Brazil...........ocv0iuenn Lo ¥ W W FI
United Kingdom......... . WO e He 0 I
West Germany (Thyssen)... Wb ¥ o ] W
Subtotal........:...... b e e e 10
Japan............. e W e W W W
West Germany (Gerlach)... e Laa R e O
All other................ fabaiad edaled L] W ]
Subtotal............... [T [ W% [ [T
Total imports........ 100.0 100.0 100.0 100.0 100.0

1/ Net value (i.e., gross value less all discounts, rebates, allowances, and
the value of returned goods), delivered to the U.S. firm's receiving point.
2/ Less than 0.05 percent.

Source: Compiled from data submitted in response to U.S. International Trade
Commission auestionnaires.
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forged steel crankshafts during January-March 1987 amounted to 117,000 units,
valued at $17.0 million, an increase of 17.1 percent in quantity and an
increase of 9.3 percent in value compared with the amount and value of imports
in the corresponding period of 1986.

- The unit value (per piece) of U.S. imports of forged steel crankshafts
was $207 in 1984, falling to $182 in 1985, and falling further to $160 in
1986. The unit value was $145 during January-March 1987, a decrease of 6.5
percent from the unit value .of $155 during the corresponding period of 1986.

U.S. purchases of imports of unmachined forged steel crankshafts
accounted for approximately 91.3 percent of total imports in 1984 and
increased steadily throughout the period of investigation, to 95.8 percent
during January-March 1987.

Brazil.--Imports of forged crankshafts from Brazil were generally the .
lowest share of total imports during the period of investigation, but Brazil
was a major source of machined crankshafts (the principal U.S. purchaser being
*%%), In 1984 total imports of crankshafts from Brazil accounted for ***
percent of all imports based on units; Brazil's share decreased irregularly to
a level during January-March 1987 of *** percent, with all 1987 purchases
accounted for by machined forged steel crankshafts.

" Imports of subsidized and LTFV crankshafts.--Imports of forged steel
crankshafts found to be subsidized or traded at LTFV accounted for *** percent
of total imports in 1984, increased to *¥** percent in 1985, and rose to *%*
percent in 1986. 1/ During January-March 1987 such imports accounted for ***
percent of total imports, a decrease of 4.6 percentage points from
the corresponding period of 1986

Market penetration of imports

Shares of apparent consumption accounted for by imports of forged steel
crankshafts are presented in table 3. 2/ The data presented in the table were
compiled from purchasers’ responses to the Commission’s questionnaires.

Table 3 _
Forged steel crankshafts: Shares of apparent U.S. consumption, by unlts and
value, 1984-86, January-March 1986, and January- March 1987

Overall market.--On the basis of units, purchases of imports of all
forged steel crankshafts rose from #*** percent of the U.S. market in 1984 to
*%* percent in 1985, increased to *** percent in 1986, and continued to
increase to *** percent during January-March 1987 when compared with the
corresponding period of 1986.

1/ Imports found to be subsidized or traded at LTFV are those from Brazil,
Thyssen of the Federal Republic of Germany, and the United Kingdom.

2/ Table 3 summarizes table 28 of the supplemental memorandum to the
Commission of Sept 2, 1987
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Brazil.--Imports of forged steel crankshafts from Brazil declined
irregularly over the period of investigation. From *** percent of apparent
consumption in 1984, purchases rose to *** percent in 1985, declined to **%
percent in 1986, and then decreased to *** percent during January-March 1987.

Imports of subsidized and LTFV crankshafts.--On the basis of units,
-imports of forged steel crankshafts found to be subsidized or traded at LTFV
accounted for *** percent of apparent consumption in 1984, increased to %%
percent in 1985,. and rose to *** percent in 1986; the trend from January-March
1986 to the corresponding period of 1987 was. upward, from *** percent to *¥¥%
percent.

Prices

Forged steel crankshafts are produced to customer specifications, with a
different crankshaft configuration required for each type of engine that is
produced. These crankshafts are sold directly to the end user--original
equipment diesel engine manufacturers. They are priced on a per-unit basis
and sold on a contract basis, with the length of the contract running from 1
to 3 years. Prior to awarding the contract, the purchaser solicits bids from
several suppliers and often splits its large volume orders between two
suppliers. The unit price of the crankshaft is negotiated at the outset of
the contract. Although the price-usually remains effective for the duration
of the contract, occasionally the terms are renegotiated. Reasons given for
contract renegotiations during the period of investigation included large and
unexpected changes in prices of raw materials and changes in exchange rates.
Most producers and importers/purchasers stated that contract terms contain
warranties or guarantees that protect the customer from defective products or
those that are not made to specification. Defective crankshafts are either
repaired, replaced, or refunded by the producer.

Although some purchasers claim that tooling costs are paid by the
supplier and then added to the unit price of the crankshaft, it is more common
for customers to pay these costs at the outset of a forging job. This cost is
negotiated and billed separately from the unit price of the crankshaft. This
practice is followed by both domestic and foreign producers of forged steel
crankshafts. The purchaser retains exclusive rights to the dies whereas the
supplier actually owns and maintains the dies and may include a charge for
maintenance in the unit price of the crankshafts. The cost of tooling is
relatively insignificant for large-volume crankshaft production, although it
increases in importance as the production volume decreases.

Forged steel crankshafts are typically sold f.o.b. U.S. point of
shipment. The primary U.S. producer, the petitioner, has located its
manufacturing plant in close proximity to most U.S. purchasers. Similarly,
importers either warehouse crankshafts near their U.S. customers or enter the
imported crankshafts through ports near the major consuming areas, for
example, Chicago and Detroit. Therefore, inland transportation costs are
relatively unimportant, usually accounting for less than 3 percent of the
delivered price of the crankshafts.

The Commission asked U.S. producers and importers/purchasers to provide
quarterly price data on their largest sales or purchases of four different
crankshafts during the period of investigation. Because the crankshafts are
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proprietary to each purchaser, the producers were requested to provide price
data and product specifications for their largest selling crankshafts. 1/
Purchasers were requested to provide price data and product specifications for
four crankshafts that were purchased from both a domestic producer and one or
more of the subject countries. Because of the small number of transactions
involved, individual contract negotiations for crankshafts purchased from
Brazil are discussed. Two U.S. purchasers of both domestic and Brazilian
crankshafts provided price data. Total annual purchases for the three
crankshafts for which price data were reported accounted for *** percent of
total Brazilian crankshaft imports in 1984, #*** percent in 1985, and **%*
percent in 1986. Purchases of these specific crankshafts from domestic
sources accounted for *** percent in' 1984 of total shipments, #*** percent in
1985, and less than *** percent in 1986.

Domestic price trends.--Three series of prices for specific crankshafts
purchased from both a“domestic producer and a Brazilian producer were reported
(tables 4-6). Of these three series of domestic prices, one showed a decrease
of 4 percent while the other two showed no change during the period of
investigation. However, purchases from domestic suppliers of the three
specific crankshafts were concentrated in 1984 and early 1985; therefore,
price comparisons are generally only available during those periods.

Table 4

Forged steel crankshafts: Prices for U.S. and Brazilian ***% crankshafts, and
margins (per unit) by which imports undersold the U.S. product, as reported by
U.S. purchasers; by quarters, January 1984-March 1987

* * * % * * *

Table 5 _

Forged steel crankshafts: Prices for U.S. and Brazilian *** crankshafts, and
margins (per unit) by which imports undersold the U.S. product, as reported by
U.S. purchasers, by quarters, January 1984-March 1987

*- * * * * * *

Table 6 , :
Forged steel crankshafts: Prices for U.S. and Brazilian **%* crankshafts, and
margins (per unit) by which imports undersold the U.S. product, as reported by
U.S. purchasers, by quarters, January 1984-March 1987 :

* * : * L% * * *

1/ Because of the proprietary nature of forged steel crankshafts, specific
representative products could not be identified by the staff, while averaging
prices of different types of crankshafts would not be appropriate for price
comparisons.
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Brazilian price trends and comparisons.--Prices reported by U.S.
purchasers of Brazilian crankshafts showed decreasing trends during the period
of investigation. Prices reported by *** crankshaft decreased 6.4 percent
during the period of investigation. #*** reported prices for two ***
crankshafts, *%%; each of these series had overall decreases of 8 percent. In
these three series, the Brazilian crankshafts were priced below the domestic
product in all quarters where comparisons were possible, with margins ranging
from 8 to 24 percent.

Contract negotiations. 1/--Prior to contract negotiations, *** evaluates
potential suppliers on their ability to produce and deliver according to ***
requirements. During the period of investigation, *** purchased this %%
crankshaft from domestic, Brazilian, and Japanese suppliers. *%* stopped
purchasing from Wyman-Gordon by the middle of 1985 and then purchased
Brazilian products until April-June 1986. However, *** was not satisfied with
the quality of the Brazilian crankshaft and at the beginning of 1986 began to
purchase from Japanese suppliers.

During the period of investigation, Detroit Diesel purchased its
crankshafts from #***, -At the présent time, Detroit Diesel is phasing out its
purchase agreement with KMCL because of US government requirements that North
American crankshafts be used in combat and direct combat support vehicles.
*%%, Therefore, #*¥%*, ‘

. Consolidated Diesel Corp. (CDC) has recently entered a *** contract with
KMCL to purchase *** specific machined crankshaft. CDC previously purchased
the forged crankshaft from the United Kingdom supplier, UEF, and had it
machined at Atlas Crankshaft, a domestic machining company. At this time, CDC
has *%% 6 2/

Wyman-Gordon has also entered a contract with KMCL to purchase an
unmachined crankshaft. Wyman-Gordon was supplying this unmachined crankshaft
to Atlas Crankshaft, which machined it and sold it to *%**, Wyman-Gordon began
to look to KMCL to supply unmachined crankshafts that would be machined at
Wyman-Gordon’s Jackson facility and then sold directly to ***., Wyman-

Gordon took this approach when it learned that Atlas Crankshaft was
investigating other sources to provide the unmachined forging at a lower price
than Wyman-Gordon. Wyman-Gordon’s Jackson facility received the first
shipment of crankshafts in September 1987 and will continue to receive
approximately *** pieces per quarter. 3/

1/ Counsel for the respondents indicated that the investigation on Brazil

- concerned contracts with 4 U.S. firms that purchase from Brazilian sources;
these four firms are Detroit Diesel, Navistar, Consolidated Diesel Corp.

(CDC), and Wyman-Gordon. Although contracts between KMCL and CDC and between
KMCL and Wyman-Gordon did not begin until after the period for which data were
requested, January 1984-March 1987, information on these contracts is included.
2/ Staff interview with ***, Nov. 6, 1987.

3/ Confidential submission from counsel for the petitioner, July 10, 1987.
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Purchaser responses.--Questionnaire responses with usable data were
received from eight purchasers of forged steel crankshafts, all of which are
diesel engine manufacturers. Five of these purchasers stated that, in
general, prices for foreign-produced crankshafts are lower than domestic
prices. However, purchasers ranked quality equal to or more important than
price in their purchasing decisions. One purchaser of both domestic and
Brazilian crankshafts, *#%*, reported that the quality of Brazilian crankshafts
was superior to that of comparable domestic products. The only other
responding purchaser of Brazilian crankshafts during the period of
investigation, ***, reported that the company began purchasing crankshafts
from Japan instead of from Brazil because the quality of Japanese crankshafts
was superior. : :

Quality is important to purchasers because it can significantly affect a
company’s total cost of engine. production. Before choosing a particular
supplier, many purchasers examine the total cost of incorporating the
crankshaft in their engine instead of just the crankshaft price. - For example,
one purchaser, *** gstated that the company would be willing to pay more for a
crankshaft that would require less machining. ‘Since machining is a major cost
to purchasers, a low-quality crankshaft that requires more machining would
increase the final cost of the engine. Furthermore, the better the quality of
the crankshaft, the fewer the crankshafts that are rejected. Although most
producers reported that their company bears the costs of rejected products,
either by refund or replacement, purchasers do not want the production of
engines to be delayed while waiting for new crankshafts.

Contract terms.--In general, purchasers solicit quotations from more than
one supplier; however, methods of soliciting bids and entering into
contracts vary among purchasers. Although the price and delivery terms are
set during the negotiations for the duration of the contract, several
purchasers stated that the terms can be renegotiated. 'Reasons given for
renegotiations included change in the quality of the product, changes in the
exchange rates by more than 10 percent, and a supplier’s. inability to deliver.
Only one purchaser, *** stated that negotiations only take place at the
beginning of the contract. 1/ .

Quality/certification programs.--Most purchasers of crankshafts have
quality certification/rating programs in order to ensure good quality
products. These ratings are not standard throughout the industry; instead
each company has its own program. Purchasers evaluate plant operations,
manufacturing production capabilities, and quality controls of the supplier
and, based on these factors, determine if the supplier is certifiable. 2/

1/ A detailed discussion of contract negotiations for several firms can be
found in Certain Forged Steel Crankshafts from the Federal Republic of Germany
and the United Kingdom: Determinations of the Commission in Investigations
Nos. 731-TA-351 and 353 (Final), USITC Publication 2014, Sept. 1987, pp.
A-45-46. '

2/ For detailed examples of quality/certification programs, see final report
for forged steel crankshafts from West Germany and the United Kingdom, pp.
A-46-47,
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Besides quality considerations, purchasers reported that technical
support from the supplier, in the form of assistance in the areas of cost
reduction, metallurgical analysis, and improvements in product design, is an
important aspect in their purchasing decisions.

‘Lost sales and lost revenues

Wyman-Gordon, the petitioner, alleged *** instance of lost revenues
totaling *** million and reported *** lost sales allegations resulting from
competition from Brazilian suppliers of crankshafts; these latter allegations
totaled *** million. A summary of staff interviews with the purchasers cited
in these allegations follows.

Wyman-Gordon cited a lost sale of *** and lost revenues of #%% to ***% 6 in
the latter part of ***  Both allegations involved *** crankshafts, with the
lost sale involving *** units and the lost revenue involving #**% units. *¥%
stated that the company did purchase Brazilian crankshafts during that time
but the decision to find new suppliers was based on quality, not price. *%*%
commented that the gap between domestic and import prices is not as large as
it was 3 or 4 years ago. **% explained that more emphasis is placed on the
total cost rather than just the price itself, and that *** would pay more for
a forging that would lower its in-house cost. According to *** 6 if the
quality of the forging is very good the cost of machining it and the scrap
rate are lower; these factors will help reduce the total cost. In addition to
quality, *** places a lot of emphasis on the technological ability of the
supplier. *** looks for suppliers that continually search. for ways to improve
the quality of the product or lower the cost.

*%% was named by Wyman-Gordon in *** lost sales allegations that totaled
approximately #*** due to competition from Brazilian suppliers. *%* stated
that *** purchased crankshafts from Brazil during the period of investigation
that were lower priced than domestic crankshafts. However, *** gtated’ that
price was not the reason that the company purchased crankshafts from Brazil.
**% explained that in the early 1980's *** has purchased machined crankshafts
from Brazilian suppliers throughout the period of investigation and did not
change because the quality and delivery of Brazilian crankshafts were very
good.

Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
during January 1984-March 1987 the nominal value of the Brazilian currency
depreciated sharply, by 93.8 percent, relative to the dollar (table 7). 1/
However, the very high rate of inflation in Brazil relative to that in the
United States over the same period erased the export price advantage gained
through currency depreciation. The value of the Brazilian cruzado adjusted
for differences in relative inflation rates decreased erratically during
January 1984 through June 1985 and then increased rapidly from July-September
1985 through January-March 1987. By January-March 1987 the real value of the
Cruzado achieved a level that was 14.9 percent above its January-March 1984
level.

1/ International Financial Statistics, June 1987.




A-13

Table 7

Exchange rates: 1/ Nominal-exchange-rate equivalents of the Brazilian Cruzado
in U.S. dollars, real-exchange-rate equivalents, and producer price indicators
in Brazil and the United States, indexed by quarters, January 1984-March 1987 2/

U.S. Brazil
Pro- Pro- Nominal - Real-
ducer ducer exchange- exchange-
Price Price rate rate
Period Index ‘Index index index 3/
--US dollars/cruzado--
1984:
Jan. -Mar. .. 100.0 100.0 "100.00 100.0
Apr.-June.. 100.7 132.9 75.36 99.5
July-Sept.. 100.4 177.3 © 56.91 100.5
Oct. -Dec... 100.2 247 .8 41.76 103.3
1985: .
Jan.-Mar. .. - 100.0 342.6 30.32 103.9
Apr.-June.. 100.1 438.2 21.81 95.5
July-Sept.. 99.4 575.5 16.78 97.2
Oct. -Dec... 100.0 815.1 12.67 103.2
1986:
Jan.-Mar... 98.5 1,236.9 8.97 112.6
Apr.-June.. 96.6 1,285.5 8.24 109.7
July-Sept.. 96.2 1,309.2 8.24 112.2
Oct. -Dec... 96.5 1,384.3 8.03 115.2
1987: v . . _
Jan.-Mar... 97.7 1,799.5 6.24 114.9

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

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

3/ The indexed real exchange rate represents the nominal exchange rate adjusted
for the relative economic movement of the Cruzado as measured here by the
Producer Price Indexes in the United States and Brazil. Producer prices in the
United States decreased 2.3 percent between January 1984 and March 1987, while
prices in Brazil increased 1,699.5 percent during the period.

Note. --January-March 1984=100.0.

Source: International Monetary Fund, International Financial Statistics, June
1987.
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APPENDIX A

CHRONOLOGY OF ACTIONS
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CHRONOLOGY

Certain forged steel crankshafts from Brazil

Date of

FR Notice Action FR Cite : Summary

10/16/87 ITC - Institution: 51 FR 36871

CVD--701-TA-282 (P)
AD--731-TA-350 (P)
11/13 ITC - Termination: ) 51 FR 41163 Petitioner withdraws petition.
AD--731-TA-350 (P)
12/10 ITC - Preliminary 51 FR 44537 Affirmative.
determination

1/8/87 ITA - Preliminary 52 FR 699 Affirmative: 4.96%.

determination

2/10 ITA - Extension 52 FR 4168 Petitioner requests
extension to track earliest
of companion antidumping
determinations,.

2/19 ITC - Imstitution: 52 FR 5200

CVD--701-TA-282 (F)

3/10 ITA - Extension 52 FR 7286 Petitioner requests extension
of preliminary AD determination:
for the Federal Republic of
Germany, Japan and the United
Kingdom. Brazil will continue
to track AD investigations.

7/28 ITA - Suspension 52 FR 28177 Suspension agreement signed by
the Government of Brazil.

8/17 ITA - Continuation N.A. Counsel for Brazilian
producers requests
continuation on behalf of
Government of Brazil.

10/15 ITA - Final Determination 52 FR 38254 Affirmative: 5.23%

10/21 ITC - Revised schedule- 52 FR 39290

11/5 ITC - Public hearing N.A,

11/17 ITC - Briefing and vote N.A.

11/24 ITC - Notification of N.A.

Commerce
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Federal Register / Vol, 52, No. 203 / ‘Wednesday, bctober 21, 1987 | Notices

{investigation No. 701«TA-282 (Final)}

Certain Forged Steet Crankshafts
From Brazil

AGENCY: United States International
Trade Commission, ’

AcTION: Revised schedule for the subject

investigation.

SUMMARY: The Commission hereby gives
notice of the scheduling of a hearing to
be held in connectign with
countervailing duty {nvestigation No. .
701-TA-282 (Firal), Certain Forged Steel
Crankshafis from Brazil, which the
Commission instituted effective Janvary
8, 1987 (52 FR 5200. February 19, 1987).
The Commission will make its final
injury determination in this case by
November 24, 1987 (see sections 705(a)
and 705(b) of the agt (19 U.S.C. 1671d{a)
and 1671d(b))). :

For further information concerning the
conduct of this investigation, hearing
procedures, and rules of general
application, consult the Commission's
Rulés of Practice and. Procedure, Part

- 207, Subparts A and C (19 CFR Part 207).
" and Part'201, Subparts A through E (19

CFR Part 201).
EFFECTIVE DATE: Qctober, 15, 1987.

 FOR'FURTHER INFORMATION CONTACT:

Diane J. Mazur (202-523-7914), Office of
Investigations, U.S. International Trade
Commission, 701 E Street NW.,
Washington, DC 20436. Hearing-

‘impaired individuals may obtain

information on this matter by contacting
the Commission's TDD terminal on 202~
724-0002. Information may also be
obtained via electronic mail by calling
the Office of Investigations’ remote
bulletin board system for personal
computers at 202-523-0103. Persons with
mobility impairments who will need
special assistance in gaining access to
the Commission should contact the
Office of the Secretary at 202-523-0161.

SUPPLEMENTARY INFORMATION: The
Commission instituted investigation No.
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39291

701-TA-262 (Final) effective January 8.
1987 (52 FR 5200, February 19, 1987). On
May 13, 1987, the Commission
established a schedule for conducting
the investigation {52 FR 20790, June 3,
1987). On July 21, 1987, a suspension
agreement with the Government of
Brazil was signed, and the Department
of Commerce suspended its
countervailing duty investigation
regarding Brazil (52 FR 28177, July 28,
1987). However. on August 17, 1987, a
request for a continuation of the
investigation was filed by the
Govermnment of Brazil. Subsequently, on
October 15, 1987, the Commission
received notified of Commerce's final
determination that certain benefits
which constitute subsidies within the
meaning of section 701 of the act (19

_U.S.C. 1671) are being provided to .
manufacturers, producers, or exporters
in Brazil of certain forged steel
crankshafts (52 FR 38254).

The revised schedule for the
Commission’s investigation is as
follows: requests to appear at the
hearing are to be filed with the
Secretary to the Commission not later
than the close of business October 27,
1987, the prehearing conference will be
held in room 117 of the U.S.
International Trade Commission
Building on October 29, 1987, at 9:30
a.m.; the deadline for filing préhearing
briefs is October 30, 1987; the hearing
will be held in room 331 of the U.S.
International Trade Commission -
Building on November 5. 1987, at 9:30
a.m.; and the deadline for filing
posthearing briefs is the close of
business November 9, 1987,

Authority: This investigation is being
conducted under authority of the Tariff Act of
1930, title VIL This notice is published

" pursuant to section 207.20 of the -
Commission’s rules (19 CFR 207.20). -
By order of the Commission.
Issued: October 16. 1987.
Kenneth R. Mason,
Secretary.
|FR Doc. 87-24396 Filed 10-20-87: 8:45 am}
BILLING CODE 7020-02-M
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International Trade Adminlistration
{C-351-609)

Final Affirmative Countervaliing Duty
Determination; Certain Forged Steel
Crankshafts From Brazil

_AGENCY: Import Administration,
Internationsal Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: We determine that certain
benefits which constitute subsidics
within the meaning of the countervailing
duty law are being provided to
manufacturers, producers, or exporters
in Brazil of certain forged stesl
crankshafts (“CFSC" or “the subject
merchandise™) as described in the
*Scope of Investigation"” section of this
notice. The estimated net subsidy is
determined to be 5.23 percent ad
valorem. However, consistent with our
stated policy of taking into account
program-wide changes that occur before
our preliminary determination, we are
adjusting the duty deposit rate to reflect
changes in the Preferential Working-
Capital Financing for Exports program.
Accordingly, the duty deposit rate is 5.10
percent ad valorem. i
However, the Department of
Commerce, the Covernmaent of Brazil,
and the manufacturers, producers, and
exporters of CFSC entered into a
suspension agreement on July 21, 1987,
At the request of the Government of
-Brazil, we continued the investigation.
Subsequent to this determination, the
ITC will determine whether imports of
CFSC from Brazil materially injure, or
threaten material injury to, a U.S.
industry. If that injury determination ls
affirmative, we shall not issue a
counterveiling duty order as long as the
conditions of the agrcement are met. If
that injury determinalion is negative, we

will terminate the suspension agreement
and our investigation.

EFFECTIVE DATE: October 15, 1987.
FOR FURTHER INFORMATION CONTACT:

* Bradford Ward, Office of Investigations,

or Richard Moreland, Office of
Compliance, Import Administration,
International Trude Administration, U.S,
Department of Commerce, 14th Street
and Constitution Avenue, NW,,
Washington, DC 20230; telephone (202)
377-2239 or 377-2788.

SUPPLEMENTARY INFORMATION:

Final Determination

Based upon nur investigation, we
determine that certain benefits which
conslitute subsidies within the meaning
of section 701 of the Tariff Act of 1930,
as amended (the Act), are being
provided to manufacturers, producers,
or exporters in Bruzil of CFSC. For
purposes of this investigation, the
following programs are found to confer
subsidies: :

* Income Tux Exemption for Export
Earnings; )

. Preferential Working-Capital
Financing for Exports (including
Incentives for Trading Companies); and

¢ Import Duty and 1Pl Tax
Exemptions Under Decrec-Luw 1100 of -
1971, as umended.

We determine the estimated net
subsidy to be 5.23 percent ud valorem.
However, we are adjusting the duty -
deposit rate to reflect a program-wide
chunge in the Preferential Working- -
Cupital Financing for Exports program.
Therefore, the duty deposit rate is 5.10
percent ad valorem. v
Case History

The last Federal Register publication
pertaining to this investigation
(Suspension of Countervailing Duty
Investigation: Certain Forged Steel
Crankshafts from Brazil (52 FR 26177,
July 28, 1987) contains the case history.
Petitioners and respondenta filed briefs
on the final determination on July 13 and
15, 1987, concurrently with their
commznts on the suspension ugreement.
On August 17, 1087, the Covernment of
Drazil requested that this investigation
be continued under section 704 {g) of the
Act. Therelore, we are required 10 issue
a final detennination in thig
investigation.

There are two known producers in
Bruzil of CFSC that exported to the
United Stutes during the review period.

Those producers are Krupp Metalurgica

Cumpo Limpo Ltda. (Xrupp) and Sifco

'S.A. (Sifco). 1 addition, Brusifco S.A.

(Brasifco) Is a truding company wholly- '
owned by Sifco which exported the
subject merchandise from Brazil to the

v United States during the review period.

We verfied that Krupp, Sifco, and
Brasifco account for substantially all
exports of the subject merchandise to
the United States.

Scope of Investigation

The products covered by this
Investigation are forged carbon or ulloy

- steel erankshaf with a shipping weight

of between 40 and 750 pounds, whether
machined or uninachined. These
products are currently classified under
items 0660.6713, 660.6727, 660.6747,
660.7113, 660.7127, und 660.7147 of the
Tariff Schedules of the United States,
Annotated {(TSUSA). Neither cast

. crankshafts nor forged crankshafts with

shipping weights of less than 40 pounds

. or greater thun 750 pounds are subjuct to

this investigation.
Analysis of Progrums

Throughout this notice we refer to
certuin general principles applied to the
facts of the current investigation. These
general principles are described in the
“Subsidies Appendix” attached to the
notice of Cold-Rolled Carbon Steel Flat-
Rolled Products from Argentina: Final
Affirmative Counturvailing Duty
Determination and Countervailing Duty
Order (49 FR 16008, April 20, 1984).

For purposes of this determinalion,
the period for which we are measuring
subsidization (the review period) is
calendar year 1885. Based upon our
unalysis of the petition, the responses to
our questionnaire, our verficution, and
comments received from interested
purties, we determine the following:

1 Programs Determined To Confer
Subsidies

We determine that subsidies are being
provided to manufacturers, producers,
or exporters in Brazil of CFSC under the
following programs:

A. Income Tox Exemption for Export
Earnings :

Under Decree-Laws 1158 and 1721,
Brazilian exporters ure cligible for an
exemption from income tux on u portion
of income attributable to export
revenue. Because this exemption is tled
to exports und is not available for
domestic sales, we determine that this
exemption confers un export subsidy.

All of the respondent compunies use
this exemption on their corporate
income tux forms filed during the revie
period, The companies determined their
net taxable income und deducted the
exemptlion from that income to lower, or
eliminate, their tux liubility. We
multiplied the value of the exemption by
the eifective tax rate for each company
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. and allocated the sum of the benefits
over the total value of 1985 exports to
calculate an estimated net subsxdy of
1.70 percent ad valorem.

B. Preferential Working-Capital
Financing for Exports,

The Carteira do Comercio Extenor

(Foreign Trade Department, or CACEX)

of the Banco do Brasil administers a
program of short-term working capital
financing for the purchase of inputs.-
During the review period, these loans
were provided under Resolution 882,
and also under Resolution 950, as |
amended by Resolution 1009. Under..
Resolution 643, as amended by .
Resolutions 883, 950, and 1009, trading
companies can obtain export fi inancing
identical to that obtained by
manufacturers under Resolution 950.
Eligibility for this type of financing is
determined on the basis of past export
performance or an acceptable export -
plan. During the review period, the
maximum level of eligibility for such

financing was 20 percent of the ad;ustc '

value of exports.

Under Resolutions 882/883, the
statutory interest rate on loans was 100
percent of monetary correction, plus up
to three percent interest. This rate is
below our commercial benchmark for
short-term loans, which is the short-term
discount rate for accounts receivable in
Brazil as published in Anahse/Busmess
Trends magazine. = -

On August 21, 1984, Resolution 950
made these loans available from
commercial banks at the prevailing

"market rates, with interest calculated at
the time of repayment. Under Resolution
950, as amended by Resolution 1009, the
Banco do Brasil pays the lending

_ ifstitution an equalization fee of up to
" 15 percentage points (after monetary:
correction). The lénding bank passes the
15 percent equalization fee on to the
borrower.in the form of a reduction of
the interest due: Receipt of the

equalization fee by the borrower
reduces the interest rate on these
working capital loans below the
commercial rate of interest. Resolution

950 loans are also exempt from the

Imposto Sobre Operacoes Financeiras

(Tax on Financial Operations, or IOF), a

1.5 percent tax charged on all domestic

: ﬁnancul transactions in Brazil.-

* Since receipt of working capital .
financing under Resolutions 882/883/
850/1009 is contingent upon export.
performance, and provides funds to’
borrowers at preferential rates, we
determine that this program confers an
export subsidy. During the review
period, all of the cumpanies had loans
outstanding under Resolunona 882 or
883 and 950/1008.

To 'calculate lﬁe benefit from this
program, we multiplied the value of ~

.those loans on wk:!ch interest payments

were made during the review period by
the sum of: (a) The difference between
the applicable interest rates and our
benchmark, plus (b} the IOF. We then
allocated the benefit over the total value
of 1985 exports, resulting in an
estimated net subsidy of 3.43 percem

In cases in which program-wide

-changes have occurred prior to our

preliminary determination and where

" the changes are verifiable, the

Department’s practice is to adjust the
duty deposit rate to correspond more
closely to the eventual duty liability. We
have verified that companies no longer
receive loans under the terms of

- Resolutions 882 and 883, and that lhEI".e

are no outstanding loans under 882 and
883. Resolution 950 as amended by 1009,
the directive currently in force for this
financing program, provides for an
“equalization fee” against commercial
interest rates as described above.
Therelore, we calculated a subsidy rate
for duty deposit purposes based on the-
interest rate rebate provided for under
Resolution 950/1009 plus the 1OF
exemption. The methodology used is
consistent with that relied upon in our
most recent final countervailing duty
determination involving Brazil where
this program was found to be used,
Final Affirmative Countervailing Duty
Determination: Brass Sheet and Strip
from Brazil {51 FR 40837, November 10,
1986). We multiplied the maximum
percentage amount of financing for
which the companies were eligible (20
percent) by the sum of the 15 percent
interest rate rebate plus the IOF to
arrive at an estimated duty deposn rate
of 3.30 percent ad valorem. .

C. Import Duty and IP] Tax Exemptions
Under Decree-Law 1189 of 1971

Our examination of company
documents.at verification revealed that
one respondent company had imported
certain items free nf the normal import
duty and the IPI tax (Imposto Sobre
Produtos Industrializados, or
Industrialized Products Tax—IPl). These
exemptions were granted under a
provision of Decree-Law 1189 of 1971, as
amended, which allows for the duty-
and tax-free importation of certain non-
physically incorporated merchandise
bused on a percentage of a company's
mcregse in exports.

Because these exemptions from
import duty and IPI tax are contingent
upon export performance, we determine
that this program constitutes an export
subsidy. In order to calculate the
benefit, we divided the total value of
import duties and IPI taxes not paid

during the review period by the value of
all exports during the review period,
resulling in an estimated net subsidy of
0.10 percent ad valorem.

I Programs Determined Not To Be
Used

We determine, based on verified
information, that manufacturers,
producers, ro exporters in Brazil of
CFSC did got apply fgr. claim, or receive
benefits during the review period under
the following programs which were |
listed in our notice of Initiation of
Countervailing Duty Investigation:
Certain Forged Steel Crankshafts from
Drazil (51 FR 40240, November 5, 1986):

- A. Export Financing Under the CIC-

CREGE 14-11 Circular

B. Resolution 330 of the Banco Cenlrul
do Brasil .

C. The BEFIEX Program

D. The CIEX Program

E. Exemption of IPI Tax and Customs
Duties on Imported Capital Equipmeni
(CDI) :

F. IPI Rebates for Capital Investment

G. Accelerated Depreciation for
Drazilian-Made Capital Equipment

H. The PROEX Program .

1. Resolutions 68 and 509 (FINEX)
Financing

J-Loans Through the Apoio o
Desenvolvimento Tecnologica a -
Empresa Nacional (ADTEN)

K. Articles 13 and 14 of Decree Law 2303

- This decree law was announced in
November, 1988, and implementing -

‘regulations had not been promulgated as

of the date of our verification. We
verified that the respondent companies
did not use this program on corporate
income tax returns filed during the
review period. If there is a subsequent
administrative review in this’
investigation, we will investigate any
use of this program which may provide
countervailable benefits.

IIl. Program Determined To Have Been
Terminated

IPI Export Credit Premium

Until May 1, 1985, Brazilian exporters
of manufactured products were eligible

_for a tax credit on the IPL. The 1Pl expor

credit premium, a cash reimbursement
paid to the exporter upon the export of
otherwise taxable industrial products,
was found to constitute a subsidy in
previous countervailing duty
investigations involving Brazilian
products. After having suspended this
program in December 1979, the
Government of Brazil reinstated it on
April 1,1981.

Subsequent to April 1, 1981, the credit
premium was gradually phased out in
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accordance with Brazil's commitment
pursuant to Article 14 of the Agreement
on Interpretation and Application of
Articles VL, XVI and XXIII of the
General Agreement on Tariffs and
Trade (“the Subsidies Code"). Under the
terms of “Portaria” (Notice of the
Ministry of Finance) No. 178 of
September 12, 1984, the credit premjum
was eliminated effective May 1, 1985.

The IPI export credit premium was
terminated over one year before the
initiation of this investigation and we
verified in this case that the companies
ceased receiving benefits during the
review period. Accordingly, we
determine that this program has been
terminated, and no benefits under this
program are accruing to current exports
of CFSC,

Comments

Comment 1: Regarding the Income
Tax Exemption for Export Earnings
program, petitioner argues that the
Department should: {a) Not deduct
receipts of the IPI export credit premium
from the exemption claimed by the
respondent companies; (b) use only
verified effective income tax rates in our
calculations; and {c) allocate the benefit
over export sales to calculale the ad
valorem subsidy rate. Respondents
argue that the Department should: (a)
Deduct the IPI export credit premium
from the companies’ adjusted profits to
calculate the benefit from this
exemption; (b) use effective rather than
nominal tax rates to calculate tax
savings: and (c) calculate the ad
valorem subsidy rate from this program
by dividing benefits over total sales
because this exemption is a rebate of an
indirect tax which cannot be tied to
export sales.

DOC Position: Our calculation of the
value of the benefit provided by the
income tax exemption for export
earnings is based on the full amount
claimed on the companies' income tax
returns filed during the review period.
The companies calculated the amount of
the exemption by adjusting net sales
and multiplying by the ratio of export
sales to all sales. Since the net sales
value used as a starting point in
calculating the exemption includes
receipts of the IPI export credit
premium, the exemption likewise
includes a proportion of that amount.
We are not countervailing the receipt of
the IPI export credit premium itself but
rather the actual benefit accruing to the
companies from the use of this income
tax exemption, however derived. As this
notice and our verification reports make
clear, the companies' receipts of the 1Pl
export credit premium are not accruing
to current exports of CFSC and have not

been included in our subsidy or duty

- depusit rates.

We have used only the verified
effective income tax rate applicable to
each company. In past Brazilian
countervailing duty investigations, we
have verified that companies which
make investments to lower their tax

rates receive dividends from those
investments, and that the ability to
make those investments is not limited to
a specific enterprise or industry or group
thereof. See Final Affirmative
Countervailing Duty Determination:
Iron Ore Pellets from Brazil, (51 FR
21961, June 17, 1988). Therefore, when
we calculate the subsidy rate from this
program, we take into account the 35
percent base tax rate and all
appropriate adjustments claimed by the
companies, and verified by the
Department, to calculate an effective tax
rate,

Regarding respondents’ other
concerns, as we have stated in
numerous previous Brazilian cases,
when a benefit such as this one is
contingent upon exports, that program
confers an export subsidy and the
benefit is properly allocated over export
revenues. See e.g., Final Affirmative
Countervailing Duty Determination:
Brass Sheet and Strip from Brazil (51 FR
40837, November 10, 1986) (Brass Sheet
and Strip from Brazil).

Comnient 2. Petitioner argues that the
verified interest rates for loans under
the Preferential Working-Capital
Financing for Exports program are lower
than those originally submitted to the
Department and we should use verified
information to value the subsidy from
these loans.

DOC Position. We agree. Interest rate
data provided in the questionnaire

- response for several loans was

discovered to be incorrect at
verification. An amended response was
filed and our calculations for this
determination are based on verified
data.

Comment 3. Respondents argue that
the Department should calculate the
country-wide rate for the Preferential
Working-Capital Financing for Exports
and the Income Tax Exemption for
Export Earnings programs by weight-
averaging the benefit by each company's
exports of the subject merchandise to
the United States.

DOC Position. We disagree. We have
calculated the country-wide rate for
these programs using the same
methodology we have applied in past
Brazilian investigations. When
calculating the benefit from general
export subsidy programa, such as those
at issue, where the benefits are not tied

.

to specific shipments or products, we
are not convinced that weight-averaging
would more accurately reflect the actual
subsldy provided under the programs
since all exports can benefit equaily.
This is the first instance in any of the

~ previous Brazilian countervailing duty

investigations in which the Government
of Brazil has argued that the calculation
of the coutnry-wide rate for these
programs should be based on weight- -
averaging. The Goyernment of Brazil
simply states that weight-averaging
would result in a lower subsidy rate,
and has cited no basis for its argument
in the Act, our regulanons. or economic
analysis.

Comment 4. Respondenis argue that

. the Department failed to take into

account the program-wide change in the
Resolution 882/883/950/1009 financing
program. Respondents state that the

‘Department should calculate a duty

deposit rate based on the current
interest rates in this program, and also
that the Department should not include
the IOF tax exemption in the benefit
rate. Finally, respondents argue that the
Department should use historical loan
utilization information to calculate the
present benefit and use relevant daily or
weekly interest rates, rather than an
average annual rate, to determine the
alternative financing costs. ‘

DOC Position. We agree that the duty
deposit rate for this program should be
based on the most recent program-wide
changes, which adjusted the interest.
rate benefit under Resolution 950, as
amended by Resolution 1009, and our.
determination reflects this.

Regarding the issues of the IOF tax
exemplion and the appropriute short<
term benchmark, we have stated our
pasition in numerous past Brazilian
countervuiling duly investigations. See,
e.g., Brass Sheet and Strip from Brazil,
supra, and Final Affirmative
Countervailing Duty Determination:
Certain Heavy Iron Construction
Casting from Brazil (51 FR 9491, March
19, 1986). Because the IOF tax is charged
on all domestic financial transactions, it
is appropriate that we include the value
of the IOF exemption when calculating
the subsidy from this program.
Concerning respondents’ comments on
our short-term benchmark for purposes
of the deposit rate, we have valued the
benefit on the basis of the 15 percent
maximum interest rate differential. We
consider these loans to be made on non-
preferential terms absent this
“equalization fee" (originating from
CACEX and passed through to the
borrower by the lending bunk) and the
{OF exemption. Therelore, it is not
necessary to calculate 8 specific
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benchmark, since the equalization fee of
1S percent constitutes the difference
between the commerical rate and the
preferential rate.

With regard to the issue of historical
loan utilization, we have based our
calculation of the duty deposit rate on
the companies' maximum financing
eligibility as described above under
Programs Determined To Confer .
Subsidies. We have seen in this and
past investigations that companies may
use less than complete eligibility at
times. However, we have also seen
eligibility carried over from prior years,
eligibility increased during the term of -
the proposal, and eligibility based on
projected exports. In all instances, the
maximum eligibility has remained at 20
percent of adjusted exports. Therefore,
we consider it appropriate for the '
calculation of the duty deposit to uge the
20 percent maximum eligibility level as
an estimate of the companies’ potential
- duly liability. :

Comment 5. Citing the legislative
history of the Trade Agreements Act of
1979 (S. Rep. No. 249, 96th Cong., 1st
Sess. 85-86 (1979); H.R. Rep. No. 317,
86th Cong., 1st Sess. 74-75 (1979)),
pelitioner argues that the duly and tax
reductions on capital equipment imports
under the CDI program are
“nonrecurring” subsidies in the nature of

grants which provide ongoing benefits to
CFSC currently being produced and
exported by the respondent companies.
Accordingly, petitioner contends that
the Department should: (a) Investigate
benefits received under the program
over the past 15 years (the generally
accepted useful life of capital
equipment), and (b) amortize those
benefits over that same period
consistent with our grant methodology.

Citing Can-Am Corp. v. United States,
Slip Op. 87-67, C.LT. (June 4, 1987)
and past Department determinations on
the CDI program’s import duty and IPI
tax exemptions, respondents argue that
any of these benefits provided to the
respondent companies are tax benefits
properly expensed in the year of receipt.
Accordingly, import duty and IPI tax
exemptions provided to the respondent
companies outside the review period are
irrelevant to this investigation.
Respondents also argue that the CDI
program {8 not limited to a specific
enterprise or industry, or group thereof,
and, therefore, is not countervailable in
any case. )

DOC Position. Given our present
inderstanding of this program, we

letermine that any duty and tax
‘eductions provided by the CDI program
ire benefits properly allocated to the
rear of receipt rather than amortized
wer time. Accordingly, only benefits

from the CDI program received during

" the review period would be

countervailable in this investigation. We
found no use of duty or tax reductions
under the CDI program during the
review period.
_ The expensing of benelits received
under the CDI program is consistent
with our past practice for this and
similar programs in other casés (see,
e.g., Final Affirmative Countervailing
Duty Determination: Certain Carbon
Steel Products from Brazil (49 FR 17988,
April 18, 1984)) and is supported by the
recent Court of International Trade
decision in Can-Am (supra). The Can-
Am case upheld the Department's
longstanding practice of expensing tax
benefits in the year of receipt. The
specific tax program in Can-Am
involved a tax credit received for
making capital investments. In the
Department’s determination involved in
that case, we allocated the benefit to the
year of receipt rather than allocating it
over the useful life of the equipment
acquired.

The tax benefits provided under the
CDI program, like those at issue in.Can-

* Am, were received after a firm made an

approved investment in plant and
equipment and the firm, not the
government, furnished the capital for the
total investment. The court in Can-Am,
faced with the same argument as
presented by petitioner in this case,
specifically held that there was no
“clear legislative requirement” that the
Department amortize tax benefits
relating to capital equipment purchases.
Since the circumstances of the program
at issue in Can-Am are analogous to
those at issue here, that decision

_supports our determination on the CDI

program.

Since we have determined that the
CDI program was not used by the
respondents in this investigation, we
need not address respondents’
comments on the question of whether
this program is limited to a specific
enterprise or industry, or group of
enterprises or industries. Further, we
note that the respondents provided no
documentation pertaining to their
argument on the noncounteravailability
of the CDI program until long after
verification. Therefore, any such
information could not have been used in
our final determination.

Verification

In accordance with section 776(a) of
the Act, we verified the information
used in making our final determination,
Duririg verificatiois, we followed
standard verification procedures,
including meeting with government and-
company officials. inspecting documents

“and ledgers, and tracing information in

the response to source documents,
accounting ledgers, and financial
statements, and collecting additional

- information that we deemed necessary

for making our final determination.
Administrative Procedures

- We afforded interested parties an
opportunity to present information and
written vigws in accordance with 19
CFR 355.34(a). Written views have been
received and considered in reaching this
final determination.

Subsequent to this determination, the
ITC will determine whether imports of
CFSC from Brazil materially injure, or
threaten material injury to, a U.S.
industry. If that injury determination is
affirmative, we shall not issue a
countervailing duty order as long as the
conditions of the suspension agreement
are met. If that injury determination is
negative, we will terminate the
suspension agreement and our
investigation.

This determination is published
pursuant to section 705(d) of the Act (19
U.S.C. 1671d(d)).

Gilbert B. Kaplan,

Acting Assistant Secrelary for Impact
Administration.

October 8, 1987.

[FR Doc. 87-23891 Filed 10-14-87; 8:45 am)
BILLING CODE 3510-03-M :
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[C-351-809]

Suspension of Countervalling Duty
Investigation; Certain Forged Steel
Crankshafts From Brazil

AQGENCY: Import Administration,
International Trade Administration,
Commerce.

AcTion: Notice.

SUMMARY: The Department of
Commerce has decided to suspend the

countervailing duty investigation
involving certain forged steel
crankshafta (“CFSC” or “the subject

‘merchandise") from Brazil. The basis for

the suspension is an agreement to
eliminate completely all benefits
provided by the Government of Brazil

" that we find to constitute subsidies on

exports of CFSC to the United States.
EFFECTIVE DATE: July 28, 1887,

FOR FURTHER INFORMATION CONTACT:
Bradford Ward or Barbara Tillman,
Office of Investigations, or Richard
Moreland, Office of Compliance, Import

- Administration, International Trade

Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone (202) 377-2239, 377-2438, or
377-2788. :

SUPPLEMENTARY INFORMATION:

Case History :

Since the last Federal Register
publication pertaining to this case [the
notice of extension of the deadline date
for this final determination (52 FR 7288,
March 10, 1987}]. the following events
have occurred. Verification of the
questionnaire response in this
fnvestigation was held from February 11
through 13, and from March 23 through
31,1987, - A

On June 19, 1887, we initialed a
proposed Suspension Agreement (the
Agreement) with respect to CFSC from
Brazil. Petitioner and respondents have
had 30 days during which to submit
comments regarding the proposed
Suspension Agreement. Their comments
have been received and taken into
consideration.

There were two known manufacturers
and producers in Brazil of CFSC that
exported to the United States during the

. review period. These are Krupp

Metalurgica Campo Limpo Ltda.
{Krupp), and Sifco S.A. (Sifco). In
addition, Brasifco S.A. (Brasifco), is a
trading company which exported the
subject merchandise from Brazil to the

" United States during the review period.

We verified the Krupp, Sifco, and

Brasifco account for substantially all

exports of CFSC to the United States.
We determined that the following

) Erograma conferred countervailable

enefits on the respondent companies
during the review period: -
¢ Income Tax Exemption for Export

Eamnings;
¢ Preferential Working-Capital
Financing for Exports (including
Incentives for Trading Companies); and
¢ Import Duty and [Pl Tax
Exemptions Under Decree-Law 1189 of
1971, as amended.
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Sﬁopo of Investigation DOC position: We agree and have relevant only to the overall level of

" The products covered by this ’ incorporated that change into the imports of the subject merchandise from
inveshgahon are forged cayrbon or alloy Agreement. Brazil. Since the individual respondent

steel crankshafts with a shipping weight

of between 40 and 750 pounds, whether -

machined or unmachined. These
products are currently classified under
. items 680.6713, 660.6727, 660.6747,
660.7113, 680.7127, and 660.7147 of the
Tariff Schedules of the United States,.
Annotated (TSUSA). Neither cast. .
-crankshafts nor forged crankshafts with
shipping weights of less than 40 pounds:
or greater than 750 pounda are subject to
this investigation.

'Changes Since the I’raliminary
) Detenmnauon

Import Duty and IPI Tax Exemptions
under Decree-Law 1189 of 1971: Our.
examination of company documents at
verification revealed that the respondent
companies had imported certain items

. free of the normal import duty and the
IP] tax (Imposto Sobre Produtos:- -
Industrializados, or Tax on Industrial
Products) during the review period.
These exemptions were granted under a
provision of Decree-Law 1189 of 1971, as
amended, which allows for the duty-
and tax-free importation of certain non-
physically incorporated merchandise
based on a percentage of a company’s
increase in exports. Because these -

exemptions from import duty and the IP] ‘

. tax are contingent upon export- -
_ production, we determine that thls ’
. program constitutes an export subsidy

Petitioner’s Comments

Comment 1: Petitioner stated that it is
amenable to termination of this
investigation by a suspension agreement
s0 long as the agreement is
comprehensive, enforceable and
requires timely, detailed reports.

.- DOC position: The Department
believes the Agreement attached to this
notice satisfies the legal requirements of
the Act, provides sufficient reporting,
and adequately addresses the -
enforcement concerns of both the
petitioner and the Department. .

Comment 2: Petitioner requested that
the provision in the Agreement
regarding the income tax exemption for
export earnings be amended to prohiblt
respondent companies from receiving as
.. wellas applying for such benefits,

DOC position: We agree and have
. Incorporated that change into the
Agreement.

Comment & Petitioner requested that

reports required by the Agreement

include data beginning on the effective '_

date of the Agreement rather than data
beginning with the final calendar
quarter of 1987.

- autharities of the terms of the -

Comment 4: Petitioner requested that
the Department be notified in writing of
certain matters where the initialed -
agreement was silent on the form of
notification. ]

DOC position: We agree and bave
incorporated that requirement into the:
Agreement.

Comment 5: Petitioner requested that,
in addition to other separate

- recordkeeping requirements, the

respondenta be required to maintain

of benefits under the named subsidy
programs.
DOC position: We have required the

‘ respondent companies to maintain the
. requested records but find such a

requirement of the Government of Brazil
to be unnecessary because of reportmg
requirements elsewhere in the

Agreement.’ -
Comment & Petitioner tequested that

" the Government of Brazil be required to -

notify agencies administering subsidy
programs of the Agreement within 7-
days of signature and to confirm to the
Department that such notification has

. been made.

DOC position: We disagree. The
Govemment of Brazil has undertaken in
the Agreement to inform all relevant

Agreementandwadonolbeﬂm that"
written confirmation is

necessary. .
Comment 7: Petitioner requested that

reports required from the Government of
Brazil recite in detail any and all
applications for or receipt of the
subsidies specified in the Agreement.
DOC position: We disagree. The
respondent companies are required to
nonfy the Department in writing 30 days
prior to applying for or accepling any
benefits specified in the Agreement, and
also to maintain separate records of

such applications or receipt. Further, the -

Government of Brazil must notify the

- Department within 45 days if the-
~ exporters apply for or receive the

subsidies specified in the Agreement.
Given these requirements, we do not -
believe it necessary that the
Government of Brazil be required to
report application for or receipt of
benefita by parties not aubject to the
Agreement.

“surge” restrictions agreed to by the

- Government of Brazil also be accepted

by the respondent companies.
DOC position: Wa disagree. Tha

. Government of Brazil is the ap lKmpr{ato
e volume
. restrictions in paragraph V.4 of the
Agreement. Volume restrictions are

entity to monitor and enforce

companies are only able to control their:
own levels of shipments of CFSC to the
United States, it is the responsibility of

 the Gavernment of Brazil to ensure that -

there is no surge in exports of CFSC to

‘the United States.

Comment 9 Petitioner requested that
the respondents be required ta report to -
the Department 45 days afterthe . .
effective date of the Agreement that ths
subsidies have been eliminated and

' t t
-records of all applications for or receipt ‘ enumerate the steps taken to that end.

DOC position: We disagree. The
respondent companies and the

- Government of Brazil have undertaken

through this Agreement to eliminate the
subsidies on CFSC to the United States
and to notify the Department of .
compliance with all terms of the

. Agreement in a timely and regular

manner, as specified in paragraphs [IL§.
and V.2, a & c. The additional reports -
requested by petitioner would therefon :
be duplicative. -

Comment 10: Petitioner subxmtted
several comments requesting that
certain reporting and notification
provisions be amended as follows:

a. That quarterly reports by the
respondent companies and the
Government of Brazil be submitted to -

"~ the Department 15 rather than 45 f_lgys "_-

after the end of the quarter;
-b. That the respondent companies

report to the Department 15 rather 45

days after they apply for, receive, or
become eligible for any new or existing
subsidies; and 4

¢. That the respondent companies and
the Government of Brazil should inform
the Department 75 rather than 30 days
prior to application or acceptance of
subsidies.

DOC position: We disagree. As to a.

.and b. above, we believe that 45 days is

a reasonable time for the respondents to

" collect the necessary information,

prepare it for submission, and transmit -
it to the Department. As to c. above, we
believe it unlikely that the respondents
would be aware of the application for or
acceptanca of subsidies sofarin . -
advance. In our view, 30 days is a more
reasonable advance notice requirement.

Comment & Peﬂt{oner tequested that - Respondents’ Comment

Comment 1: Respondents claim that
the petitioner's suggested revisions to
the Agreement would pose additional
reporting requirements and time _
deadlines that are impossible to meet. -
Furthermore, counsel argues that the
additional information on subsidy

programs requested by petitioner is
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unnecessary, since the Department will
be able to verify all information. = .
DOC position: We have modified -
certain aspects of the Agreement as we-
believe appropriate and necessary, in -
consultation with the respandents, and -
we have taken into consideration the
written comments submitted by
*_ petitioner. For a more specific

discussion of petitioner's suggested

revisions and our responses, see the -
Petitioner's Comments section above. -
Suspensian of Investigation
We have determined that the
Agreement will eliminate completely the
amount of the estimated net submdy on’
the subject merchandise exported, .
directly or indirectly. to the United. :
States, that the Agreement canbe . .
monitared effectively, and that the
Agreement is in the public interest. . ~ -
Therefore, we find that the criteria for
.suspension of an.investigation pursuant
to section 704 of the Act have been-met.
The terms and conditions of the . - -
Agrecment. signed july 21, 1987, are set .
forth in Appendix A to this notice. -
Pursuant to section 704{f}{2}{A) of the
Act, the suspension of liquidation of all’
entries of CFSC from Brazil entered, or
withdrawn from warehouse, for ‘
consumption effective Jamiary 8, 1987.
as dn'ededinmxrnomeofhebmmmy
Affirmative Countervailing Duty -
Determination: Certain Forged Steel =
Crankshafts from Brazil (52 FR 699,
January 8, 1987) is hereby terminated. To
comply with the requirements of Article
S, paragraph 3 of the Agreement on
Interpretation and Application of
Articles VI, XVI, and XXIII of the
General Agreement on Tariffs and
- Trade, the Department directed the U.S.
Customs Service to terminate the ..
suspension of liquidation in this
investigation on May 8,1987, which is . -
120 days from the date of publication af
the preliminary determination in this -
case. Therefare, we are directing
Customs to liquidate all entries -
suspended on or after January 8, 1987
and prior to May 8, 1987. Any cash
" deposit-on entries of the subject .
merchandise from Brazil pursuant to
that preliminary affirmative - i
determination shall be réfunded and any
* bonds shall be released.
Notwithstanding the Agreement, the
Department will continue the

investigation if we receive a requestto-

do s0 in accordance with section 704{g)
of the Act within 20 days after the date
of publication of this notice.

This notice lé publigshed p ursuant to

" section 704(F{1)(A) of the Act (asusc.

1671¢(f)(1}{A)).
Gilbert B. Kaplen,

DepmyAmmtSecmtmyﬁrImpun

Administration.
July 21,1987, -

' .Appenthx A—Suspenanm Agxeement -

Conceming Certain Farged Steal .
Crankshafts From Brazil

" Pursuant to the provisions of section
704 of the Tariff Act of 1930 (“the Act*)
and section 355.31 of the Department of
Commercs Regulatians, the Department
of Commerce (“the Departinent™), the

. Government of Brazil, and the Brazilian

manufacturers, prodacers, and exporters

. (“the exporters”) of certain forged steel

crankshafts (“the subject merchandise,”
as defined in paragraph I below) enter-
into the following Suspension” = -
Agreement (“the Agreement”). In - -
consideration of this Agreement, the

. Government of Brazil agrees to take
- such steps as are necessary to ensure -

that the renunciation of subsidies by the
exporters is effectively implemented and
monitored, and that the Department is
informed of any other companies that

. begin exporting the subject merchandise

to the United States. On the basis of the
foregoing, the Department shall suspend
its countervailing duty investigation - -
initiated on October 29, 1896 (51 FR -

* ' 40240, November 5, lseslwnhmpedto'

certain forged steel crankshafts from
Brazil subject to the terms and
conditions set forth below.

I. Scope of the Agreement

The Agreement applies to certain
forged steel crankshafts manufactured
in Brazil and exported, directly or
indirectly, from Brazil to the United
States. Certain forged steel crankshafts
include forged carbon or alloy steel

‘crankshafts with a shipping weight of

between 40 and 750 pounds, whether

- machined or unmachined. These
- products are currently classified under

items 660.8713, 660.6727, 660.6747,
660.7113, 660.7127, and 660.7147 of the
Tariff Schedules of the United States
Annotated (TSUSA) and under items
8483.10.10 and 8483.10.30 of the
Harmonized System. Neither cast
crankshafts nor farged crankshafts with
shipping weights of less than 40 pounds

or greater than 750 pounds are included. -

I1. Basis of the Agreement

The exporters, listed in Appendix I,
accounting for more than'85 percent by
volume of the total exports of the .
subject merchandise imported from

. Brazil into the United States, agreeto -

the following:

a. The exporters will not claim or
receive any exemption from income tax
under Decree-Laws No. 1158, No. 1721,
and No. 2303 on that portion of profits
attributable to exports of the subject.
merchandise exparted, directly or-
indirectly, from Brazil to the Umted .
States on any tax return filed on or after
the effective date of the
requires that the exporters deduct the
value of expart revenug derived from. -
direct or indirect sales of the subject -
merchandise to the United States from
total export revenues before calculating

. the value of the income tax exemption

for export earnings. )
b. With respect to any short-term
export financing provided by CACEX -
pursuant to Resolutions 882, 883, 950 or
1009, as amended, the exporters will -

. comply with the following conditions:

1 Unless it is demonstrated to the
satisfaction of the Department within 30
days of the effective date of this
Agreement that the certificates which

- underlie all outstanding CACEX loans .

were not in any manner based on
exports of the subject merchandise to
the United States, all CACEX financing
pursuant to Resolutions 882, 883, 950,
and 1009, as amended, outstanding as of
the effective date of the Agreement shall
be: - .- .

.{a)repaidior =

* (b) refinanced onnonprefemnml

'terms [without accepting any Interesl o

rate rebate or reduction provided from -
CACEX through the lending bank and
without any exemption from normal IOF
charges); by the original due date of the
loan, or by the thirtieth day from the
effective date of the Agreement.
whichever comes first;

2. As of the effective date of the
Agreement, the exporters shall not use
export licenses of the subject ‘
merchandise exported, directly or -
indirectly, to the United States to meet
their export commitments for CACEX'
financing )

3.As ofﬂw aﬁ'ecﬁve dataofthe .
Agreement. the exporters shall not use-
that partion of any outstanding CACEX
certificate which was isgued based upon
the subject merchandise exported..

- directly or indirectly, to the United o

States for CACEX financing; and

4. As of the effectiva daté of the . -
Agreement, the exporters shall not use
direct or indirect exports of the subject
merchandise to the United States in any
proposal ssbmitted to CACEX to oblain
CACEX financing. .

¢. The exporters agma that they will
not apply for, or receive, as of the
effective dats of the Agreement, any
other subsidies on tha manufacturs,
praduction, or export of the subject
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merchandise exported. directl or
indirectly, from Brazil to the Umted
. States which are countervailable unde -

~‘the Act. Subsidies on the manufacture,

+production, or export of the.subject
- merchandise include any subsidy which
- the Department has found or may find to
. be countervailable in this or any
- previous or subsequent countervailing
- duty processing (including section 751
reviews) involving imports from Brazil;
. specifically, but notltmitedto. thc =
- following:
. o CIC-CREGE 14-11 financing;
- o_the BEFIEX program; .

e the CIEX program; S
.. Resolutione 68 andsoe (FINEXT
e Resolutions 330 financing;
~ e trading company incentives under
Resolution 643 as amended; -

* duty and tax exemptions under'" G

Decree Law 1189 of 1971 as amended;

¢ duty and tax reductionsor - -
. exemptions under the CDI program; .

. acoelerated depreciation under the

CDI program;

. » FINEP/ADTEN !ong-term loans. aud

¢ IPI tax rebates for capxtal ‘

investments. '

. Such subsidies also include those -

destinations, the benefits of which

cannot be segregated as applying rolety

.. to such other prodiicts or exports,
- & The exporters shall no

_days prior to applying for or accepting
any new benefit which is, or is likely to
be, a countervailable subsidy on the
manufacture, production or export of the
subject merchandise exported, directly
or indirectly, from Brazil to the United -

! States, including subsidies which may
apply to other products or exports to -
other destinations, the benefits of whlch
cannot be segregated as applying solely
to such other products and exports; and

. If any program under which -
subsidies have been received in the
past, and which is included in the =~ |

. Agreement, is found by the Department..
not to constitute a subsidy under the
Act, then the renunciation of the
subsidies under that program will no

 longer be required.

¥/ /4 Mamtormg of the A,greement

1.The exporters agree to aupply any
information and documentation which .
the Department deems necessary to

_ demonstrate that there {s full

compliance with the terms of the - - - -*
Agreement, including the volume and
value of exports of the subjectt - -~
merchandisa to the United States, withln

43 days from the end of each calendar ' -

* ¢ applyfor, or receive, directlyor

k2

- quarter beginning with the partial. ..

mm‘ “‘«9) :; o

' “'Department in writing at least thirty = the exporters agree to lmp[ement the *

. following measures:.

*quarter. beglnmng with the partlal
- quarter ending September 30, 1987.-

-~ 2. The exporters will notify the

' Department in writing at least thirty-

days in advance if they:
a. transship the subiect merchandtse

_through third countries to the United

States;
_b: alter their position with respect to .
any terms of the Agreement; or

indirectly, the subsidies from the

fel programndescrtbedtnSecﬁon[lforthe

manufactire, production, or export of -
the subject merchandise exported, . -

- -directly or indirectly, from Braz:l to the
= Unitéd States, - ..
" 3. The Department may request

information ind may perform

. verifications periodically pursuant to .
- administrative reviews conducted under

séction 751 of the Act, in addition ta-

. +exercising its rights under paregraphs
" L1 and 2; above. :

- 4. The exporters agres to permlt such,
verification and data collection as. .

. deemed necessary by tha Department tn

order to monitor the Agreement.

5. The exporters agree to provide to
the Department a periodic certification -
that they continue to be in compliance

determined by the Department to apply - with the terms of the Agreement. A

to other products or exports to othier _ .-

certification will be provided within 45 .
days from the end of each calendar - -

quarter eriding September 30; 1987.
: 6, In ordes to ensure comp
th&terms and scop of this Agreement;; -

a. Separate invoicing and |
documentation of the subject
merchandise exported to the United

* States;

'b. Separate accountmg treatment for

*‘tax purposes of income derived from
~ exports of the subject merchandise to
the United States; and

c. Maintenanca of records of

- application for, and receipt of, benefits:
: - under any of the subsidy programs - .
- - described in paragraph II. above. ;

, IIV General vaiawna

.~ 1Lln enterlng into the Agreement. the
o exporters do not admit that any of the . -
-+ . programs Investigated constitute
. . -subsidies within the meaning of the Act .
" aor the GATT Subsidies Code. -

* 2 The Yrovistonu of aectton 704(!)

uhall apply -
-8: The exporters mthdraw from thls
Afeement: or - - ..
the Department determlnee that the
Agreement is being or has been violated

‘or no longer meets the requtrementl of

saction 704 of the Act.

-3, Additionally, should exporta to the-

United States by the exporters of the

: -~ terms of the Agreement;
liance with:: -

_terma of the |

_receive, directly or indirectly, the ..

subject merchandise account for less - -
than 85 percent of the subject
merchandise imported, directly or-
indirectly, into the United States from - .
Brazil, the Department may seek to -
negotiate an agreement with additional

"exporters or may terminate the..

Agreement and reopen the lnvestigetion
or issue a countervailing duty order as. -
appropriate under section 355.32 of the
Commerce Regulations..- .- - -

41 purauenttoeectionmﬂglofthe. ~
Act, the investigation is continued after.
the notice of suspension of investigation,
the application of the Agreement shall -

- be consistent with the final-.
- determination issued in the continued .

tnveshgenon.

V. Undertukmg by tlw Govemment af .
Brazit - E

1.In eonaiderat!on of the foregoing -
Agreement between the exporters and.
the Department, the Government of - - -
Brazil agrees to take such steps as are -
necessary to ensure thatthe - - .
renunclation of subsidiesinthe - - - °
Agreement by the exporters {s -
effectively mplemented and momtored.

_ including: -

a. noﬂfymg the relevant euthormea of

. the Government of Brazil of the terms of

the Agreement in order to.ensure action
by those agencies consistent with the .

any i mfomntiou an

.. by suppl ;_.'
db%umggtm that the Department. -

*"deema necessary to denjonstrate.full’
_“compliance by the exportera with the
terms of the Agreement; °

c. permitting such verification and
data collection as deemed necessary by
the Department in order to monitor the
Agreement;

d. notifying the Department within 45
days of the end of each calendar
quarter, beginning with the partial
quarter ending September 30, 1987, if
exporters other than the exporters party
to the Agreement export the subject
merchandise to the United States and -

. whether such exporters have agreed to-

undertake the obligations apeclﬂed
under the Agreement;. . ° |

e. notifying the Department wlthm 45
days if the Government of Brazil
becomes aware that the exporters m-
~ transshipping the subject merchandise -
- -through third countrtel to the United,

-,_Stetes.

1 notxfytng the Depertment wtthln ﬂr

. days if the Government of Brazil alters

its position with respect toany of the .
cement; ..

- g notifying the Department wlthln 4&
days if the exporters apply for, or

subsidies described in paragraph Il{a—c)
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on exports of the subject merchandise,” . - 4. The, Govemment of Brazﬂ agrees. Knxpp'Meialn;gicfa Campo Limpo Ltda.,. -
directly or indirectly, fmm Bra.le to the and will ensure, that fram the effective Avenide Alfred Krupp 1050, Campo
United States; ~ - . date of the Agreement and until the " Limpo Paulista, SP, Brasil.

. h. notifying the Depanmem within4S-  complete elimination of the net

days if the exporters become eligihle for.
apply for, or receive any newor -
subgtitute subsidies an the snbiect
merchandiss exported, directly ar
indirectly, fram Brazit ta the United
States in cantravention of paragraphs. -
1i(c) and 1{d}) of the Agreement; and _
-4, notifying the Department within 48
days of any changes, alterations, or -
‘amendments that are made to:- ;
¢ income tax exemption for export

earnings under Decree-Laws No. 1158,
No. 1721, and No. 2303
° & CACEX financing pursuant to .
Resoluﬁonsm 883, 950, and 1009; as
amend

- o duty and tax exemptions under
Decree-l.aw 1189 of 1971 as amended;
and ’

.. (!utyandtnexempﬂonsor

reductions, or accelerated depreciation

under the.CDI program.

}. using its best efforts to facifitate the
negotiation of agreements with other
exporters of the subject merchandise to
the United States when such agreements
are deemed’ necessary by the =~
Department.”

2. The Government of Brazil agrees tnl  Con nt of Brazi)

. provide to the Department within 45
days of the end of each calendar
. quarter; beginning witthe partial-"
quarter ending September 30, 1987, alt’
relevant information deemed by the.
Department to be necessary to maintain
- the Agreement. The information shall
include, but not be limited to: |

a. a certification (provided after
" consultation with each agency
responsible for administering the
programs in Section I} that the- -
-exporters have not applied for or’
received any subsidies described in
Section [T on shipments of thie subject
merchandise exported, directly or
indirectly, from Bran! to the United
States; - ‘

b. a certification that the’ exportm
continue to account for over 85 percent
of total exports of the subject .
merchandise exported, directly or

, from Brazil to the United.
States: and -

c. a certification that the exporters
continue to be in full emnpllance with
the Agreement

3. The Government of Brazil agrees to-
provide to the Department; within 48.
days of the end of each calendar
quarter, beglnning with the partial’
quarter ending September 30, 1987, ths
volume and value of exports of the = ~

subject merchandise to the United
States.

-United States-witl not exceed the.-

. six month
_ the manth in which the petition i this

: und

subaidies (no later than 30 days after the !m Doc. &7-17072 mm“ “’
efféctive date), the volume of exports of©  #me cooe sm
the subject merchandise exparted to tha ’ .

greatest volume of : ofthcsnbled :
merchandise far any one month in tha

period immedfately precedlng

investigation was fited. The vohme of
such exports &hall)lbareportedbythn .
exporters to the Department pursuant to.

aragraph 1l and be certified by the -

para;
- Government of Brazil pursuant to

ara vz -
P 5. %rha:h Government of Brazil's - .
under this section is not en .
admission that any of the programs: " . .
investigated constitute subsidies under

- . the Act or the Subsidies Code. - :

6. The Government of Braxil .-

recognizes that its undertaking fs. - -
essential to the cantinnation af tha

Agreement. )
VL Effective Date’

The effective date of the Agreemenl is
the date of publication in the l’edenl :
Register.- -

sxgmdon:u.mtdaydm 106, for the

mmumum

~Aﬂn1:lu-€oumelar.&nhaaqafm
- Slgncdmthitzuuhydlnly.w for the

expartars. -
Walter J. Spak, :
Willkie Farr & Gallagher: .
1 have determined, pursuant to section

704(b) of the Act, that the provisions of
Section II completely eliminate the

" subsidies that the Government of Brazil -

is providing with respect to certain
forged steel crankshafts ex|

directly or indirectly, from Brazil to the
United States. Furthermore, L have .-
determined that the suspension of the

T investigation is in the public interest,

that the provisians of Sactions Il and V
ensure that the Agreement can be

. monitored effectively, and that the

Agreement meets the requirements of
section 704{d] of the Act.

. Gllban.l(nphq.

[mn:ﬁ
- Administration, United States Departmutol

Commaerce.

Appendix ¥—List of Brazillan -
Manufacturers, Producers, and
Exporters of the Subject Merchandise
Subject to the Agreement-

STFCO, S.A., Rua Libero Badaro, 377-6‘
Andar, 01000 Sao Paulo, Brasil

" BRASIFCO, S.A. Rua Libero Badaro,

377-6" Andar, 01009 Sao Paulo, Brasil
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© INTERNATIONAL TRADE
- COMMISSION -
" (investigation Na. 701-TA-262 (Final) and
investigations Nos. 73%-TA-351 and 359
e}
From Brazil, the Federal Repubfic of
In notice document &7-12822 beginning
on page 20790 in the issve of
Wednesday, June 3, 1987, make the

following correction on page 20790 -

- In'the first column, in the sSuMmanRY, in
- the 15tb line, after “660.67" insert, “and
680737, -
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intermational Trade Administration
[A~429-804, A-589-608, A-412-602, C-351-
€09} : , :

Duties; Forged Stee! Crankshafts From
Federal Republic of Germany, Japan,
United Kingdom and Brazil

~ In the matter of Exiejuion of the Deadline
Date for the Preliminary Antidumping Duty
Determinations: Certain Forged Steel
Crankshafts from the Federal Republic of
.Germany, Japan, and the United Kingdom
.and Extension of the Deadline Date for the

Final Countervailing Duty Determination: .
Certain Porged Steel Cranksbafts from Brazil.

AQENCY: Import Administration,
Intemational Trade Administration,
Commerce. "~ -

ACTION: Notice.

- SAUMMARY: Based upon the request of
petitioner, the Wyman-Gordon
Company, we are extending the
deadline date for the preliminary

. determinations in the antidumping duty
investigations of certain forged steel

. crankshafts from the Federal Republic of

" Germany, Japan, and the United

. Kingdom for 50 days, pursuant to section
733{c)(1)(A) of the Tariff Act of 1930, as

- amended (the Act). These preliminary
determinations are now scheduled for

.May 7, 1987. If these investigations
proceed normally, we will make our
final determinations on or before July 21,
'1887. In addition, the final determination
in the countervailing duty investigation
" of the same product from Brazil will be
made on or before July 21, 1987,
pursuant to section 705(a)(1) of the Act.

SFFECTIVE DATE: March 10, 1987.

- Thomas Bombelles or Gary Taverman,
Office of Investigations, Import
Administration, Interational Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington DC 20230;

_ telephone (202) 377-3174 or 377-0161.

Case History

On October 9, 1988, we received
antidumping duty petitions filed by the
.Wyman-Gordon Company against
certain forged steel crankshafts from
Brazil, the Federal Republic of Germany, -
Japan, and the United Kingdom and a
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countervailing duty petition, also filed
. by the Wyman-Gordon Company,
against certain forged steel crankshafts
from Brazil. . :

- In compliance with the filing
requirements of section 353.38 of our
regulations (19 CFR 353.36), the
antidumping duty petitions alleged that
imports of certain forged steel . -
crankshafts from Brazil; the Federal
Republic of Germany, Japan, and the
United Kingdom are being, or are likely
to be, sold in the United States at less
than fair value within the meaning of
section 731 of the Act, and that these
imports materially injure, or threaten
material injury to, a U.S. industry.

On October 29, 1988, petitioner
requested that the antidumping duty
petition filed against Brazil be.

withdrawn; and, as a result, we declined

to initiate that investigation.

We found that the remaining petitions
contained sufficient grounds on which to
initiate antidumping duty investigations,
and on October 29, 1986, we initiated
such investigations against the
manufacturers, producers, and exporters
of these products in the Federal -
Republic of Germany. japan, and the
United Kingdom (51 FR 40349, 51 FR
40347, 51 FR 40348, November 6, 19886).
We stated that the preliminary .-
determinations in these antidumping
duty investigations would be made on or
before March 18, 1987.

In compliance with the filing
requirements of § 355.26 of our
regulations (19 CFR 355.28), the
countervailing duty petition alleged that
manufacturers, producers, or exporters
in Brazil of certain forged steel
crankshafts directly or indirectly receive
. benefits which constitute subsidies

within the meaning of section 701 of the

Act, and that these imports materially
injure, or threaten material injury to a
U.S. industry.

We found that the petition contained
sufficient grounds on which to initiate &
countervailing duty investigation, and
on October 29, 1986, we initiated such
an investigation (51 FR 40240, November
5, 1986). On January 2, 1987, we issued a
preliminary affirmative determination in
this countervailing duty investigation (52
FR 699, January 8, 1987).

On January 8, 1987, petitioner filed a
request for extension of the deadline
date for the final determination in the
countervailing duty investigation to
correspond with the date of the final
determinations in the antidumping duty
investigations. We granted an extension
of the deadline date pursuant to section
705{a){1) of the Act and st~ted that the

final determination in the countervailing
duty investigation would be made on or

before June 1, 1887, lo correspond with
the deadline date for the final -
determinations in the antidumping duty
investigations (52 FR 4168, February 10,
1887).

Petitioner filed a request for extension
of the deadline date for the preliminary
determinations in the antidumping duty
investigations on February 20, 1987.
Section 733(c)(1)(A) of the Act permits
extension of the preliminary
determination until not later than 210
days after the date of receipt of the
petition, if so requested by petitioner.
Pursuant to this provision, we are
granting an extension of the deadline
date for the preliminary determinations
in the antidumping duty investigations
until not later than May 7,.1887. The
final determinations are now scheduled
fo be made on or before July 21, 1987.

Because we have already granted an
extension of the deadline date for the
final determination in the countervailing
duty investigation to correspond with
the date of the final determinations in
the antidumping duty investigations, we
are extending the date of the final
determination in the countervailing duty
investigation until not later than July 21,
1987, the new deadline for the final
determinations in the antidumping duty
investigations

This notice is published pursuant to
section 733(c)(2) of the Act
Gilbert B. Kaplan,

Deputy Assistant Secretary for Import
Administration.

[FR Doc. 87-4928 Filed 3-8-87; 8:45 am}
BILLING COOE 3510-0S-M
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. [Mgaﬂon No. 701-TA-282 (Flrlal)]

. Import Investlgatlon; Certaln Forged
Steel Crankshafts From Brazll

AGENCY: International Trade

Commission. ™ *- -~ i
" acTion: Institution of a final C
_ countervailing duty mveshgatxon.

SUMMARY: The Commission hereby ngee

- notice of the institution of final.
countervailing duty investmation No
701-TA-282 (Final) under section 705(b) .
of the Tariff Act of 1930 (19 U.S.C.
167d(b)) to determine whether an
industry in the United States is -

" materially injured. or is threatened wrth i

. materially retarded, by reason of : - =

- imports from Brazil of certain forged
steel crankshalfts, provided for in items -

- 660.67 and 660.71 of the Tariff Schedules
of the United States, which have been.:-’

- found by the Department of Commerce,

in a preliminary determination, to be . -

. subsidized by the Government of Brazil. )

_ countervailing duty investigation and, '.".'"'

Pursuant to a request from petitioner
under section 705(a)(1) of the Act (19
U.S.C. 1671d(a)(1)). Commerce has -
extended the date for its final -~ -
determination in an ongoing -
antidumping investigation on certain
forged steel crankshafts from Brazil.
Accordingly, the Commission will not
establish a schedule for the conduct of
the countervailing duty investigation
until Commerce makes a prelunmary
determination in the antidumping
investigation (currently echeduled for
March 18, 1887). :

For further mformatnon concernmg the '
conduct of this investigation, hearing -~ -
procedures, and rules of general :
application, consult the Commission’ s
Rules of Practice and Procedure, Part
--207, Subparts-A and C (19 CFR Part 207), _
and Part 201, subparts A through E (19
CFR Part 201). - :

_ EFFECTIVE DATE: ]anuary 8. 1987

* FOR FURTHER INFORMATION CONTAC‘I‘: -

. Lynn Featherstone (202—523-0242). '
Office of Investigations, U.S. . = B
- International Trade Commxsslon 701 E:
Street NW., Washington, DC 20438. - -
Hearmg-lmpaxred individuals are :, -
advised that information on this matter

" can be obtained by contracting the -

. Commission’ s 'I'DD terrmnal on 202—724—;
0002, . .

SUPPLEMENTARY INFORMA‘I’ION‘

Background - et Lt

This mvestlganon is bemg mstxtuted

_ as a result of an affirmative prehminary

determination by the Departmentof . ..

- Commerce that certain benefits which -
" constitute subsidies within the meaning .
~ . of section 701 of the act (19 U.S.C. 1671} _.

.are being provided to manufacturers, " . 2
" producers, or exporters in Brazil of . .~

certain forged steel crankshafts. The . i
- investigation was tequestedin a petxtion

_ filed on October 8, 1986 by Wyman-. .=
- Gordon Company, Worcester, MA. In
response to that petition the .
- Commission conducted a prehmmary

ﬁ

on the basis of information developed
during the course of that investigation, -
determined that there was a reasonable
indication that an industry in the United
States was materially injured by reason -

. of imports of the subject merchandise

(51 FR 44537, December 10, 1986)
Parhcipatxon in the invest:ganon

" Persons wishing to participate in this
mvestxgatnon as parties must filean - -

" entry of appearance with the Secretary

‘o the Commission, as provided in - &
§ 201.11 of the Commission's rules (19 2
CFR 201.11), not later than twenty—one
(21) days after the pubhcatxon of this
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notice in the Federal Register. Any entry

of appearance filed after this date will
be refeired to the Chairman, who will
" determine whether to accept the late -
-entry for good cause shown by the -
person desiring to file the entry.

© Service list _
Pursuant to § 201.11(d) of the
Commission's rules (19 CFR 201.11(d)).

the Secretary will prepare a service list
. containing the names and addresses of

A _ all persons, or their representatives,

who are parties to thig investigation
upon the expiration of the period for

filing entries of appearance. In o
accordance with §§ 201.16(c) and 207.3
of the rules (19 CFR 201.16(c) and 207.3).
each document filed by a party to the :
investigation must be served on all other
parties to the investigation (as identified
by the service list), and a certificate of
service must accompany the document.
‘The Secretary will not accept a

- document for filing without a certificate
of service. .

' Authority: This investigation is being

* conducted under authority of the Tariff
- Act of 1930, title VIL This notice is
published pursuant to § 207.20 of the
Commission’s rules (19 CFR 207.20).

Issued: February 13, 1987.
By order of the Commission.
. Kenneth R. Mason,
Secretary.
{FR Doc. 87-3550 Filed 2-18-87; 8:45 am)’
BILLING CODE 7020-02-M
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[C-351-608] ,
Extension of the Deadline for the Final
Countervailing Duty Determination and
Postponement of the Public Hearing:

Certain Forged Steel Crankshafts From
Brazil

AGENCY: Import Administration.A
International Trade Administration,
Commerce.

ACTYION: Notice.

SUMMARY: Based upon the request of
petitioner, the Wyman-Gordon
Company, Inc., we are extending the
deadline date for the final determination

grounds on which to initiate

. antldumpmg duty investigations, and on -

October 29, 1986, we initiated such .
investigations on this product from
Japan, the Federal Republic of Germany,
and the United Kingdom (51 FR 40347, 51
FR 40349, and 51 FR 40348, November 8,
18886).

In compliance with the filing
requirements of § 355.26 of our
regulations (19 CFR 355.26), the
countervailing duty petition alleged that
manufacturers, producers, or exporters
in Brazil of certain forged stee]
crankshafts directly orindtrectly receive
benefits which constitute subsidies

- -within the meaning of section 701 of the

in the countervailing duty investigation, .. -Act, dnd that these imports matenally

of certain forged-steel crankshefts from

_.Brazil to correspond 6 the date of the

_earliest of the final determinations in the
antidumping duty investigations of the
same product from Japan, the Federal-
Republic of Germany and the United
Kingdom pursuant to section 705(a)(1) of
the Tariff Act of 1930, as amended by
section 606 of the Trade and Tariff Act
of 1984 (Pub. L. 98-573). In addition, we
are postponing the public hearing.

EFFECTIVE DAYE: February 9, 1987,

FOR FURTHER INFORMATION CONTACT:
‘Thomas Bombelles, Bradford Ward or
Barbara Tillman, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230; telephone: (202)
377-3174, 377-2239 or 377-2438.

SUPPLEMENTARY INFORMATION:

Case History

On October 9, 1986, we received

" antidumping duty petitions filed by the
Wyman-Gordon Company, Inc. on -
certain forged steel crankshafts from
Brazil, Japan, the Federal Republic of
Germany, and the United Kingdom, and
a countervailing duty petition on the
same product from Brazil.

In compliance with the filing
requirements of § 353.36 of our
regulations {19 CFR 353.36), the
antidumping petitions alleged that
imports of certain forged steel
crankshafts from these countries, are
being, or are likely to be, sold in the
United States at léss than fair value
within the meaning of section 731 of the
Tariff Act of 1930, as amended (the Act).
- and that these imports matenally injure,
or threaten material i m;ury to, a U.S.
industry.

On October 29, 19886, the peutloner
withdrew the antidumping petition with
respect to Brazil. We found that the
remaining petitions containéd sufficient

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

We found that the petition contained
sufficient grounds on which to initiate a
countervailing duty investigation, and
on October 29, 1986, we initiated such
an investigation (51 FR 40240, November
5, 1986). Since Brazil is a *‘country under
the Agreement” within the meaning of
section 701(b) of the Act, an injury
determination is required for this

investigation. Therefore, we notified the

U.S. International Trade Commission
(ITC) of our initiation.

On November 24, 1986, the ITC
determined that there is a reasonable
indication that an industry in the United
States is materially injured by reason of
imports from Brazil, Japan, the Federal
Republic of Germany, and the United
Kingdom of certain forged steel
crankshafts (51 FR 44537, December 10,
1888). . -

On January 2, 1987, we issued a
preliminary affirmative determination in
the countervailing duty investigation (52
FR 699, Janyary 8, 1987). The preliminary
determinations in the antidumping
investigations will be made on or before
March 18, 1987 and the final
determinations are scheduled to be
made on or before June 1, 1987.

On January 8, 1987, petitioner filed a
request for extension of the deadline
date for the final determination in the
countervailing duty investigation to
correspond with the date of the first
final determination in the antidumping
investigations of the same product.
Section 705(a)(1) of the Act, as amended
by section 608 of the Trade and Tariff
Act of 1984, provides that when a
countervailing duty investigation is
“initiated simultaneously with an
{antidumping] investigation . .-. which
involves imports of the same class or
kind of merchandise from the same or
other countries, the administering
authority, if requested by the petitioner,

. shall extend the date of the final -

determination [in the countervailing

Federal Register / Vol. 52, No. 27 / Tuesday. February 10, 1987 / Notices

duty investigation] to the date of the
final determination” in the antidumping
duty investigation (19 U.S.C. :
1671d(a)(1)). Pursuant to this provision,
we are granting an extension of the
deadline date for the final determination
in the countervailing duty investigation
of certain forged steel crankshafts from
Brazi} until not later than June 1, 1987,
the current deadline for the final _ .. . -
deferminations in the antidumping duty.
investigations. In accordance with’

- pefitioner's request, if some or all of the

-three antidumping duty investigations
are extended after the preliminary
determination in accordance with
section 735(a)(2) of the Act, the deadline
for the final countervailing duty
determination will correspond to the
date of the earliest of the final
antidumping duty determinations.

To comply with the requirements of
Article 5, paragraph 3 of the Subsidies
Code, the Department will direct the
U.S. Customs Service to terminate the
suspension of liquidation in the
countervailing duty investigation on
May 8, 1987, which is 120 days from the
date of publicatlon of the preliminary
determinatjon in this case. No cash

. deposits or bonds for potential

countervailing duties will be required
for merchandise which enters after May
8, 1987. The suspension of liquidation
will not be resumed unless and untila
final affirmative ITC determination is
made in this case. We will also direct
the U.S. Customs Service to hold the
entries suspended prior to May 8, 1887,
until the conclusion of this investigation.

In addition, due to the extensionof - -
the final determination in the .
countervailing duty investigation, we
are postponing the public hearing,
originally set for Pebruary 13, 1887. The
hearing will be rescheduled foralater
date.

In accordance with 18 CFR 355.33(d)
and 19 CFR 355.34, all written views will
_be considered if received not less than
30 days before the final determination is
due.

This notice is published pursuant to
section 705(d) of the Act, as amended
(19 U.S.C. 1871d(d)).

Dated: February 4, 1887.

Joseph A. Spetrini,

Acting Deputy Assistant Secmtary for Impaort
Administration.

[FR Doc. 87-2737 Filed 2-9-87; 8:45 an

" BILLING CODE 3510-DS-M
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[C-351-609)

Preliminary Atfirmative Countervailing
Duty Determination: Certain Forged
Steei Crankshafts from Brazil

AGENCY: Import Administration,
International! Trade Administration,
Commerce. -

acnon: Notice.

SUMMARY: We preliminarily determine
that benefits which constitute subsidies
- within the meaning of the countervailing

duty law are being provided to
manufacturers, producers, or exporters
in Brazil of certain forged steel
‘crankshafts. The estimated net subsidy
is 4.98 percent ad valorem. We have
‘notified the United States International
Trade Commission (ITC) of our -
determination.

We are directing the United States
Customs Service to suspend liquidation
of all entries of the subject merchandise
which are entered. or withdrawn from
warehouse, for consumption on or after
the date of publication of this notice. We
have also directed the United States
Customs Service to require a cash
deposit or bond for each such entry in
an amount equal to the estimated net
subsidy as described in the “Suspension
of Liquidation™ section of this notice.

1f this investigation proceeds
normally. we will make our final

. determination not later than March 18,
-1987.

EFFECTIVE DATE: January 8, 1987.

* FOR FURTHER INFORMATION CONTACT:
Thomas Bombelles or Barbara Tillman,
Office of Investigations, Import
Administration, International Trade
-Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW.,, Washington, DC 20230;
telephone (202) 377-3174 or 377-2438.

'SUPPLEMENTARY INFORMATION:

Preliminary Determination

Based upon our investigation, we
preliminarily determine that certain
benefits which constitute subsidies
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within the meaning of section 701 of the
Tariff Act of 1930, as amended (the Act).
are being provided to manufacturers.
producers. or exporters in Brazil of
certain forged steel crankshafts. For
purposes of this investigation. the
following programs are found to confer
subsidies:

¢ Preferential Working Capital
Financing for Exports

* Income Tax Exemption for Export
Eamings

We preliminarily determine the
estimated net subsidy to be 4.96 percent
ad valorem.

Case History

On October 9, 1986. we received a
petition in proper form from the
Wyman-Gordon Company, a domestic
manufacturer of certain forged steel
crankshafts. In compliance with the
filing requirements of § 355.26 of the
Commerce Regulations (19 CFR 355.28).
the petition alleges that manufacturers,
producers. or exporters in Brazil of
certain forged steel crankshafts receive.
directly or indirectly. subsidies within
the meaning of section 701 of the Act,
and that these imports materially injure,
or threaten material injury to, United
States industry. ’

We found that the petition contained
sufficient grounds upon which to initiate
a countervailing duty investigation, and
on October 29, 1988, we initiated such
an investigation {51 FR 40240, November
§. 1986). We stated that we expected to
issue a preliminary determination not .
later than January 2, 1987.

Since Brazil is entitled to an injury
determination under section 701{b) of
the Act. the ITC is required to detesmine
whether imports of the subject
merchandise from Brazil materially
injure, or threaten material injury to. 8
United States industry. Therefore. we
notified the ITC of our initiation. On
November 24. 1988, the ITC determined
that there is a reasonable indication that
an industry in the United States is
materially injured by reason of imports
. from Brazil of certain forged steel
crankshafts {51 FR 44537, December 10,
1986).

On November 10. 1986, we presented
a questionnaire to the Government of
Brazil in Washington, DC, concerning
the petitioner's allegations. and we
requested a response by December 10.
1986. On December 10, 1988. we
received a response to our
questionnaire.

There are two known manufacturers
and producers in Brazil of certain steel
forged crankshafts that exported to the
United States during the review period.
These are Krupp Metalurgica Campo
Limo Ltda. (Krupp). and Sifco S.A. In

-t

trading company which exported the
subject merchandise from Brazil to the
United States during the review period.
According to the Government of Brazil.
Krupp. Sifco and Brasifco account for
substantially all exports of certain
forged steel crankshafts to the United
States.

Scope of Investigation

The products covered by this
fnvestigation are forged carbon or alloy
steel crankshafts with a shipping weight
of between 40 and 750 pounds. whether
machined or unmachined. These -
products are currently classified under
items 660.6713. 660.6727, 660.6747,
660.7113, 660.7127, and 660.7174 of the
Tariff Schedules of the United States
Annotated (TSUSA). Neither cast
crankshafts nor forged crankshafts with
shipping weights of less than 40 pounds
or greater than 750 pounds are subject to
this investigation.

Analysis of Programs

Throughout this notice, we refer to’
certain general principles which are
described in the “Subsidies Appendix™
attached to the notice of “Cold-Rolled
Carbon Steel Flat-Rolled Products from
Argentina: Final Affirmative
Countervailing Duty Determination and

Countervailing Duty Order” which was

published in the April 26, 1984, issue of
the Federal Register (49 FR 180086).

Consistent with our practice in
preliminary determinations. when a
response to an allegation denies the
existence of a program or receipt of
benefits under a program, and the
Department has no persuasive evidence
showing that the response is incorrect,
we accept the response for purposes of .
our preliminary determination. All such
responses are subject to verification. If
the response cannot be supported at
verification, and the program is
otherwise countervailable, the program-
will be considered a subsidy in the final
determination. :

For purposes of this preliminary
determination, the period for which we
are measuring subsidization (“the
review period”) is calendar year 1985. In
its response, the Government of Brazil
provided data for the applicable period.
including financial statements for Krupp.
Sifco and Brasifco.

Based upon our analysis of the
petition, and the responses to our
questionnaire, we preliminarily
determine the following:

1. Programs Preliminarily Determined to
Constitute Subsidies

We preliminarily determine that
countervailable benefits are being

R N B B T
- addition; Brasifco S:A. (Brasifco).is a= -~ provided to' manufactiirefs’ producers.

or exporters in Brazil of certain forged
steel crankshafts under the folluwing
programs:

A. Preferential Working-Capitol
Financing for Exports. The Carteria do
Comercio Exterior (Foreign Trade
Department of CACEX) of the Banco do
Brasil administers a program of short-
term working capital financing for the
purchase of inputs. During the review
period, these loans were provided under
Resolutions 882, 883, 950, and 1009.

Eligibility for this type of financing is
determined on the basis of past export
performance or an acceptable export
plan. The amount of available financing
is calculated by making a series of
adjustments to the dollar value of
exports. During the review period. the
maximum level of eligibility for the
subject merchandise for such financing
was 20 percent of the adjusted value of
exports.

Following approval by CACEX of
their applications, participants in the
program receive certificates
representing the total dollar amount for
which they are eligible. The certificates
are presented to banks in return for
cruzeiros at the exchange rate in effect

" on the date of presentation. Loans

provided through this program are made

- for a term of up to one year.

The interest rate on Resolution 882
and 883 loans was one hundred percent
of monetary correction, plus three
percent. We compared this interest rate
to our short-term benchmark, which is
the discount rate on accounts receivable
as published in Analise/Business
Trends, a Brazilian financial
publication. The interest rate charged on
these loans is below our benchmark.

On August 21, 1984, Resolutions 882
and 853 were amended by Resolution
950. Resolution 850 loans are made by
commercial banks, with interest paid at
the time of principal repayment. Under
Resolution 850, the Banco do Brasil paid
the lending institution an equalization
fee of up to 10 percentage points in
interest (after monetary correction).
Resolution 950 was amended in May
1985 by Resolution 1009 and the
equalization fee was increased to 15
percentage points in interest charged
{after monetary correction). Therefore. if
the interest rate charged to the borrower
is less than full monetary correction plus
15 percent the Banco do Brasil pays the
lending bank an equalization fee. of up
to 15 percentage points. According to the
response, the lending bank passes the
equalization fee on to the borrower in
the form of a reduction of the interest
due. Thus. the equalization fee reduccs
the intcrest rate on these working
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ca pnal Ioans below the commercial rate
of interest. These loanis are also exempt
_from the Imposto sobre Operacoes
‘Financieras {Tax on Financial °
_Operations or IOF), a tax charged on all
domestic’ ﬁnancnal transacuons in
_ Brazil.
" Since receipt of workmg-capllal!

financing under Resolutions 882, 883. 950.

"@nd 1009 is contingeni on export:
performance. and provides funds to
participants:at preferential rates, we
preliminarily determine that this
program confers an export subsidy. In
order to calculate the benefit, we
multiplied the value of all those loans
repaid in 1985 by the sitm of the
difference between the applicable
interest rates and our benchmark. plus
the JOF. We then allgcated the benefit
over the total value of the 1985 exports
resulting in an estimated net subsxdy of
3.59 percent ad valorem.

B. Income Tax Exemption for Export
Earnings. Under Decree-Laws 1158 and
1721, Brazilian exporters are eligible for
an exemption from income tax on the
portion of profits attributable to export -
revenue. Because this exemption is tied
to exports and is not available for
domestic sales, we preliminarily
determine that this exemption confers
an export subsidy.

The two producers and one trading
company under investigation took an
exemption from income tax payable in
1985 on a portion of income earned in "
1984. We multiplied that portion of
income exempt from taxation by the
companies’ effective tax rates, and

allocated the benefit over the total value.

of their 1985 exports to calculatean
estimated net subsidy of 1.37 percent ad
valorem. :

I1. Programs Preliminarily Determined -

Not to be Used

We preliminarily determine that
manufacturers, producers, or exporterl
in Brazil of certain forged steel

crankshafts did not use the following - S

programs, which were listed in our
notice of “Initiation of a Countervailing’

Duty Investigation: Certain Forged Steel -

Crankshafts from Brazil.”

A. Resolution 330 of the Banco
Central do Brosil. Resolution 330
provides financing for up to 80 percent
of the value or the merchandise placed.
in a specified bonded warehouse and
destined for export. Exporters of certain
forged steel crankshafts would be

eligible for financing under this program.’

However, the Government of Brazil
stated in its response that none of the
respondents borrowed, or had
outstanding, loans under this program
during the review period; therefore, we’

prelumnanly determine that this
program was not used.

B. Exemption of IPI Tox and Customs

Duties on Imported Capital Equipment
{CDI). Under Decree-Law 1428, the
Conselho do Desenvolvimento Industrial

, . (Industrial Development Council or CDI)
provides for the exemption of 80 10 100

percent of the customs duties and 80 to

. 100 percent of the Imposto sobre:
-Produtos Industrializados [Tax on.
‘Industrial Products or IP]) on certain
imported machinery for projects
approved by the CDI. The recipient must

“demonstrate that the machinery or
" equipment for which an exemption is

sought was not available from a
' Braziliar producer. The investmént
project must be deemed to be feasible

and the recipient must demonstrate that

there is a need for added capacity in

. Brazil. The Government of Brazil stated

in.its response that none of the forged
stee] crankshaft producers subject to the

investigation received incentives under -

this program during the review period.
C. The BEFIEX Program. The
_Comissao para a Consessao de
_'Beneficios Fiscais a Programs Especiais
" de Exportacao {Commission for the
" Granting of Fiscal Benefits to Special
Export Programs or BEFIEX) grants at
least four categories of benefits to.
Braznlxan exporters:
o First, under Decree-Law 77.065,

'BEFIEX may reduce by 70 to 90 percent -

. import duties on the.importation of
_“machinery, eqmpment apparatus,
" insturments, accessories and tools
necessary for special export programs
approved by the Ministry of Industry
and Trade, and may reduce by 50.
percent import duties and the IPI on
imports of components, raw materials
_and intermediary products:

* Second, under Article 13 of Decree
No. 72.1219, BEFIEX may extend the

carry-forward period for tax losses from

o to six years:

* Third, under Article 14 of the same
decree, BEFIEX may allow special

'} Bmortization of pre-operational
. expenses related to approved products;

and - .
e Fourth, the Government of Brazil

.. may continue to provide the IPI export
credit premium to approved exporters
. pursuant to long-term BEFIEX contracts.

In the response, the Government of
" Brazil stated that the forged steel
crankshalt producers under
mveshgauon did not partncxpate in this
program during the review period.

D. The CIEX Program. Decree-Law

1428 authorized the Comissao para
" .Incentivos a Exportacao (Commission
" for Export Incentives or CIEX) to reduce

import taxes and the IPI'by up to ten
percent on certain equipment _fon: use in

export produchon. In its response. the
Government of Brazil stated that none of
the forged steel crankshaft producers
under investigation participated in this
program during the review period.

E. Accelerated Depreciation for
Brazilian-Made Capital Equipment.
Pursuant to Decree-Law 1137, any
company which purchases Brazilian-
made capital equipment and has an
expansion project approved by the CDI
may depreciate this equipment at twice
the rate normally permitted under
Brazilian tax laws. In the response, the

- Government of Brazil stated that none of

the forged steel crankshaft producers
under investigation used this program

.- during the review period.

F. Incentives for Trading Companies.
Under Resolution 643 of the Banco

. Central do Brasil, trading companies can

obtain export financing similar to that
obtained by manufacturers under

. Resolution 950. In the response, the
.Government of Brazil stated that the

trading company respondent did not
borrow, or have outstanding. any loans
under this program during the review
period.

G. The PROEX Program. Short-term
credits for exports are availablé under
the Programa de Financiamento a
Producao para a Exportacao {Export

. Production Financing Program or

PROEX), a loan program operated by
Banco Nacional do Desenvolvimento
Economico e Social (Natiomal Bank of
Economic and Social Development or

- BNDES). In the response, the
" Government of Brazil stated that none of

the forged steel crankshaft producers or
exporters under investigation received

. loans or had loans outstanding under
this program during the review period.

H. Resolutions 68 and 509 (FINEX)
Finoncing. Resoultions 68 and 509 of the
Conselho Nacional do Comercio
Exterior (National Foreign Trade
Council or CONCEX) provide that
CACEX may draw upon the resources of
the Fundo de Financiamento a

. Exportacao (Export Financing Fund or

FINEX) to extend dollar-denominated

. loans to both exporters and United

States buyers of Brazilian goods.
Financing is granted on a transaction-
by-transaction basis. In its response, the
Covernment of Brazil stated that neither
the companies under investigation nor
United States buyers of the subject
merchandise received Resolution 68 or
509 financing or had outstanding loans
during the review period.

1. Loans Through the Apoio o
Desenvolvimento Tecnologica a
Empresa Nacional {ADTEN). Petitioner
alleges that the Government of Brazil

. maintains, through the Financiadora de
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Estudos Projectos {Financing of
Research Projects or FINEP), a loan
program, ADTEN (Support of the
Technological Development of National
Enterprises). that provides long-term
loans on terms inconsistent with

commerical considerations to encourage -

the growth of industries and
development of technology. In the
response. the Government of Brazil

" stated that none of the companies.under
investigation received, or had

outstanding. loans through this program

during the review period. .

. ). Export Financing Under the CIC-
CREGE 14-11 Circular. Under its CIC-
CREGE 14-11 circular {*14-11"), the
Banco do Brasil provides 180- and 360-
day cruzeiro loans for export financing,
on the condition that companies
applying for these loans negotiate fixed-
level exchange contracts with the bank,
Companies obtaining a 360-day loan
must negotiate exchange contracts with
the bank in an amount equal to twice
the value of the loan. Companies
obtaining a 180-day loan must negotiate
an exchange contract equal to the
amount of the loan. According to the
- . tesponse of the Government of Brazil,
none of the companies under
investigation had loans under this
program during the review period.

K. IPI Rebates for Capitol Investment.
Decree-Law 1547, enacted in April 1977,
provides funding for approved

expansion projects in the Brazilian steel ;

industry through a rebate of the IPl. a
value-added tax imposed on domestic
sales. According to the response of the
Government of Brazil. the companies
under investigation are not eligible to
participate in this program.

I11. Program Preliminary Determined to
Require Additional Information

. Articles 13 and 14 of Decree-Law
2303. According to information

submitted on the record of this

investigation after we issued our

questionnaire, on November 21, 1986,

the Government of Brazil passed

Decree-Law 2303, -authorizing certain

changes in the tax code. Article 13 of

" this Decree-Law changes the method of
calculating export profits for the purpose
of granting certain fiscal incentives.

. Article 14 exempts. wholly or partially,
firms which export manufactured
products from the excess profits tax if
exports account for more than a
designated amount of total revenue. We
intend to obtain as much information as
possible regarding the effects of these
changes in the tax law at verification.

Verification
In accordance with section 776(a) of

the Act, we will verify the duta used in

- making our final determination. We will

nof accept any statement in a response

- that cannot be verified for our final -
- determination.

Suspension of Liquidation -

In accordance with section 703(d) of
the Act, we are directing the U.S.

- Customs Service to suspend liquidation
. of all unliquidated entries of certain

forged steel crankshafts from Brazil
entered or withdrawn from warehouse,
for consumption, on or after the date of -
publication of this notice in the Federal -
Register, and to require a cash deposit
or bond for each such entry of this
merchandise of 4.98 percent ad valorem.
This suspension of liquidation will
remain in effect until further notice.
ITC Notification

. In accordance with section 703(f) of
the Act. we will notify the ITC of our
determination. In addition, we are. -
making available to the ITC all
nonprivileged and nonproprietary
information relating to this .
investigation. We will allow the ITC
access to all privileged and proprietary

- information in our files, provided the

ITC confirms that it will not disclose
such information, either publicly or

-under an administrative protective

order, without the written consent of the
Deputy Assistant Secretary for Import
Administration. i )
The ITC will determine whether these
imports materially injure, or threaten
material injury to, a United States

industry 120 days after the Department

makes its preliminary affirmative

" determination or 45 days after its final’

affirmative determination, whichever is

- latest. .

In accordance with § 35535 of the .
Commerce Regulations (18 CFR 355.35)
we will. if requésted. hold a public

- . hearing to afford interested parties an

opportunity to comment on this
preliminary determination. The hearing
will be held at 10:00 a.m. on February 13,
1987, at the United States Department of

* Commerce, Room 3708, 14th Street and
Constitution Avenue, NW., Washington, -

DC 20230. Individuals who wish to

participate in the hearing must submita -

reques! to the Deputy Assistant

~ Secretary. Import Administration, Room

B-099. at the above address within 10
day's of the publication of this notice in
the Federal Register.

Requests should contain: (1) The
party’'s name, address. and telephone
number; (2) The number of participants:
(3) The reason for attending: and (4) A
list of the issues to be discussed. In
addition. at least 10 copies of the

proprietary version and seven copies of .

the nonproprietary version of the

prehearing briefs must be submitted to

- the Deputy Assistant Secretary by

February 6, 1987. Oral presentations will
be limited to issues raised in the briefs.
In accordance with 19 CFR 353.33(d) and
19 CFR 355.34. written views will be
considered if received not less than 30

.days before the final determination or, if
.8 hearing is held. within 10 days after

the hearing transcript is available.

_ * ‘This determination is published

pursuant 1o section 703(f} of the Act (19
USC.1873b(f). '

Gilbert B. Kaplan.
-Deputy Assistant Sec_:mlary for Import

Adminislmlian.
Junuary 2,1887.

~ |FR Doc. 87-376 Filed 1-7-87; 8:43 am)
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. LIST OF WITNESSES
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : Certain Forged Steel Crankshafts
from Brazil

Inv. Mo. : 701-TA-282 (Final)
Date and time : November 5, 1987 - 9:30 a.m.

Sessions were held in connection with the invest1gat1on in

the Hearing Room of the United States International Trade Commission,
701 E Street, N.W., in Washington.

In support of the imposition of
countervailing duties:

Collier, Shannon, Rill & Scott--Counsel
Washington, D.C.
on behalf of

Wyman-Gordon Company

Michael T. Curtis, Vice President-Sales,
Transportation, and Off-Highway Products

Mark W. Love, Vice President of Economic
Consulting Services Inc.

Michael R. Kershow--OF COUNSEL

In opposition to the imposition of
countervailing duties:

Willkie, Farr & Gallagher--Counsel
Washington, D.C.
on behalf of

Krupp Metalurgica Campo Limpo, Ltda
and Sifco, S.A., Brazilian producers

William H. Barringer)
Kenneth J. Pierce )"'OF COUNSEL
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APPENDIX D

U.S. IMPORTS BY PURCHASER AND COUNTRY
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Exhibit 1 . ' :
Forged steel crankshafts: U.S. imports, by purchaser and country, 1984-86,
January-March 1986, and January-March 1987

* * * * * % *
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