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UNITED STATES INTERNATIONAL TRADE COMMISSION

Tt

© o Inyéstigation Mo 731LTA-421 (Preliminary) <

SHOCK ABSORBERS AND PARTS, COMPONENTS, AND SUBASSEMBLIES THEREOF FROM BRAZIL

Determination - °

On-the basis of the record 1/ developed in the subject :investigation, the
Commission 2/ determines, pursuant to section 733(a) of the Tariff Act of 1930
(19 U.S.C. § 1673b(a)), that there is no reasonable indication that an
industry in the United States is materially injured or threatened with
material injury, or that the establishment of an industry in the United States
is materially retarded, by reason of imports fr&m Brazil of shock“
absorbers, 3/ provided for in item 692.32 of the Tariff Schedules of the
United States (TSUS), and parts, components, and subassemblies thereof,
however provided for in the TSUS, that are alleged to be sold in the

United States at less than fair value (LTFV).

Background

On August 9, 1988, a petition was filed with the Commission and the
Departmént of Commerce by ﬁonroe Ayto Equipment Co., Monroe, MI, alleging that
an industry in the United States is materially injured or threatened with
material injury by reason of LTFV imports of shock absorbers and ﬁarts,

components, and subassemblies thereof from Brazii. Accordingly,>effective
August 9, 1988, the Commission instituted preliminary antidumping

investigation No. 731-TA-421 (Preliminary).

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/ Commissioner Rohr did not participate in the investigation..

3/ For purposes of this investigation, the term "shock absorbers" is defined
as a cylindrically-shaped motor vehicle suspension component made essentially
of sheet steel, which is designed to limit the motions, vibrations, and
oscillations that affect a vehicle due to uneven road surfaces, centrifugal
forces, or other disturbances, provided for in item 692.3282 of the Tariff
Schedules of the United States Annotated (1987) (TSUSA); they are also
provided for under subheading 8708.80.50 of the Harmonized Tariff Schedule of
the United States (USITC Pub. 2030).

3



. Notice of the4in9t1tution of the Coﬁmissien's iﬁvestigation and of a

. public confefehee'to be held in conﬁection therewith was given by poeting
copies of the notlce in the Offxce of the Secretary, u.s. Internatxonal Trade
Commxss1on, washington, DC, and by pub119h1ng the not1ce 1n the Federal
Regxster of August 17, 1988 (53 F.R. 31113) The-conference was held in
.Hashxngton. DC, on August 30, 1988 -and all persons who requested the

.opportunxty were permxtted‘to appear in person or'by counseln



1
VIEWS OF ACTING CHAIRMAN BRUNSDALE,

COMMISSIONERS LIEBELER, LODWICK AND CASS

. " 1
We unanimously determine 1/ 2/

that there is no reasonable indication
'thut'an industry in the United»States is materially injured or is threateﬁed
with matérial injury, or the establishment of én indusfry in the United States
is materially retarded, by'reason of imports From Brazil of shock absorbers
and parts, components, and subasgémblies manufaciured iﬁ BFaéil for ﬁse in Lhe

final assembly of shocks absorbers. U

The Standard in Preliminary Investigations
. The purpose of the prelimindry injury deterwmination is to "eliminate

unnecessary and costly investigations which are an administrative burden and

1/ Commissioner Rohr did not participate in Lhis determination.

2/ Commissioner Eckes joins his Lolleagues in Lhexr discussion of the like
product, domestic industry and related parties. His views concerning material
injury, threat of material injury and the legal standard for preliminary
determinations are set forth in his Separate Views.

3/ On August 23, 1988, the Omnibus Trade and Compeliliveness Act of 1988
("the 1988 Act") became law when it was signed by Lhe Presideni. Under the
1988 Act, the relevanl amendments Lo title VII apply Lo "investigations
initiated after the date of enactment of this Act." P.L. 100-418, 102 Stat.
1107, section 1337(b)(1). The International Trade Administration of the
Department of Commerce ("Commerce") initiated the investigation on Septewber
2, 1988, approximately ten days afler the enactment of the 1988 Act. -See 53
Fed. Reg. 34137 (September 2, 1988). Therefore, we apply the provisions of
’ the-1988 Act to this preliminary investigatiomn. .

4/ Material retardation is nol at issue in ihis 1nvestlgat1on and will not
be discussed further.



an impedimeni to Lrade." 3/

To this end, Lhe Commission is to determine
whether, based upon the best information available alt the time of the
preliminary delermination, there is a reasonable indication of material
injury, threat thereof, or malterial relardation of establishment of an
industry by reason of the subject iméorts. é/ Absent a reasonable
indication of material iﬁjury or threat Lhereof, the Commission musl terminate
its antidumping investigation. Z/

In our view, the siatutory "reasonable indiéation“ standard provided in
19 U.S.C. § 1673b(a) requires a negaltive preliminary déterm;hation when:
(1) the record as a whole cunfains clear and convincing evidence that Lhere is
no material injury or threat of such injury; and (2) ﬁo likelihood exists thal,

. . . . . . . . 8/ . .
contrary evidence will arise in a final investigation. ~ In American Lamb

v. United States, the Court of Appeals for Lhe Federél Circuit eipressly

approved this approach and judged the Commission's practice of weighing

§/ S. Rep.. No. 1298, 93rd Cong., 2d. Sess. 171 (1974); American Lamb Co. v.
United States, 785 F.2d. 994, 1002-1003, (Fed. Cir. 1986).

6/ .19 U.S.C. § 1673b(a); material injury is "harm which is notl
inconseguential, imwaterial or unimportant". 19 .U.S.C. § 1677(7)(A).

7/ See S. Rep. No. 1298, 93rd Cong., 2d. Sess. 170 (1974). ("The Committee
felt that there oughlL Lo be a procedure for terminating investigations at an
earlier stage where there was no reasonable indication...tlhal an industry in
the United States is being or is likely Lo be injured" by the subject
imports); accord S. Rep. No. 249, 96th Cong., 1st Sess. 66 (1979) ("The
Committee intends the ‘reasonable. indicalion' standard to be applied in
essentially the sameé manner as the ‘reasonable indication' standard under
section 201(c)(2) of the Antidumping Acl has been applied:")

8/  See American Lamb, 785 F.2d. al 1001.



‘5
evidence in Eeaching a preliminary‘determinationbas_permissible within the
.stétutory frémework. 2/. The Coert found the Commission's praetice conebnant
with Congress' intent to weed out those cases which afe cleurly'withuutﬁmefit,dfd
while at thensame time protecting against unwunranted ferminations. ;Q/‘A |
The clear and convincing evidence'standard Fequires=thét tHe evidence'
supportxng a negdtlve prelxmxnary deLermlnaonn be more Lhan
' substdntxal“'—— that 1s, more Lhan a preponderance of the ev1dence of
_recbrd In making ils determination, the LommlssLOH is permLtLed Lto* welgh
evxdence,_and it may issue a negat1ve preliminary determlnatlon evenllf some -
evldenee in the record'supports an afFirmative determination, on'eveh if there
'vxs some reasonable duunt about whether a negatlve determlneilen 15 warranted -
-,as long as the ev1denue refutlng the dllegaonns of a eeLLonn" 13 Llear and,ﬁ

'nconv1nc1ng ;l/ Indeed the Federal leCUlt in American Lamb u1t1mdte1y

dff1rmed a Commission negative prellmxnary determination where. some of the

ev1dence concernlng ‘the factors- con31dered by the Commlsslon was mxxed

9/ Id ‘The court held that the reasonable 1nd1cat10n standdrd requ1res
more than a finding that there is a "possibility" of material injury, or a
reasonable indication of a need for further .inquiry, and that the Commlss1on
~is to weigh the evidence. il has obtained to determine if LhaL ev1dence Lo
demonstrates that a reasonable indication ex1sts - R

lg/..:§ggkﬁmer1can.Lamb,1at 1001u1002. Indeed, in aFfirming.the Commission's
application of the reasonable.indication standard, the Federal Circuit
observed that the "guidelines welgh the scales in favor of afflrmatxve dnd
_against negatxve determinations. Id. at 1001 - o

11/ Id. at 1004; see also, Collims Security Corp. v. SEC, 562 F.2d 820, 824
(D.C. Cir. 1977) (clear and convincing evidence is more thdn a preponderdnce
but less thdn "beyond a reasonable doubt"). ‘ -
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The Court of International Trade has on several occasions followed

Aamericar Lamb to affirm prelimirary negative determinations by the
12/ 13/ |
Comnission. — 7

In reaching ils preliminary injury determination in this case, the
Commission is required to consider the evidence for both an affirmative and

negative determination . and m&ke its determination in lighl of the .evidence on

Lhe record as a whole. 14/ ‘We note tﬁat-Congresa contemplated that- the :data

cee

L EN

12/ - Wells MFg. Co. . v. United States, 11 CI1 . -, 677 F. Supp. 1239 (1987)
(preliminary negative determination in Iron Bars From Brazil, Inv. No,.
- :701-TA-208, USITC Pub. No. 1472 (Dec. 1983)); Jeannette Sheet -Glass Corp. v.
~ United States, 11 CIT__ ., 654 F. Supp. 179 (1987) (preliminary negative
- determination. in Thin Sheet Glass from Switzerland, Belgium, and the Federal:
Republic of Germany, Inv. Nos. 731-TA--127--129 (Preliminary), USITC Pub. No.
1376 (May 1983)). : o : - ' :

13/ © The court's most recent decision, however, reversed a Comnission :
preliminary negalive determination. In Yuasa—General Battery Corp. v. United
States ("Yuasa II"), Slip Op. 88-89 (July 12, '1988), the court reversed the
Commission's preliminary negalive determination in 12-Volt Molorcycle
Batteries from Taiwan, Inv. No. 731-TA-238 (Preliminary), USITC Pub. Nu. 1654
(Feb. 1985). The CIf previously had remanded the Commission's preliminary
negative threat determination for failure to address the statutory factors,
but it had affirmed the preliminary negalive malerial injury determination.
Yuasa—General Battery Corp. v. United States ("Yuasa I"), 661 F.Supp. 1214
(1987). : ' ’ o ‘ ‘ : ce

=<: . In reversing the Commission's remand negative threat determination, ‘Lhe
court held that the requirements for preliminary negative determinatiors set
forth in American Lamb had not been met. 1he court held thalt the Commission
had abused its discretion by not basing its determinalion on ils own standard
as upheld in American Lamb. The Yuasa court appears to have viewed the
Commission as analyzing only how strong was the case favoring an affirmative
determination. - The Commission does not read the Yuasa decision as mandating a
change in the Commission's standard, which has been sustained by Lhe Court of
Appeals for the Federal Circuit.

14/ See Yuasa II, Slip Op. No. 88-89 at 6.  The court criticized the
: ' ) (Footrnote continued on next page)



in pfeiiminary deterﬁinétions wdﬁld be imperfect, and_;herefﬁre mandated that
.‘the.Céhmission inake its determination based én thé best ﬁavail&ble" o
Au,ihfbrmatiOn Desp1te 11m1t1ng the Commlss1on s 1nvest1gat1on to 45 days,
'Congfess Llearly contemplated that the Commission could reach a negatlve
lpreliminaky determination rhus, data subsequently ava11able by nere passage
;of t1me are clearly not the “uontrdry ev1dence" LonLemplated by ﬂmerxuan

}L b 15/

ﬁu?Ii.» LikefProdu¢£ and Dﬁmbstichhdustry

| To deLermlne wheLher there exlsLs a "reasonable 1nd1caonﬁ of maLarial
"‘1n]ury," the Commission must fxrst muke fdctual determ1natxons thh re3pect to,
:1 the.911ke-product" and the "dome&tlc xndustry correspundlng Lo Lhe meorted

‘merchandise Under_investigétion.vl&l, Theﬂimported productAsubject,tu?this

=(Footnote contlnued from previous page) , ST

Commission plurality in particular for dppearxng to LOﬂSldef "Lhe evidence for
‘an.indication of the affirmative, rather than of the negative." To illustrate
‘this comment, ‘the court noted that the Commission plurality found the increase
in market penetration by the subject imporis-was not sufficient to indicate a
‘threat. 7This statement ‘apparently indicates that the plurality was not basing
its - negat1ve preliminary determination on clear and convincing evidence of no
threat, but rather was basing st deLermxnaonn on the lack of eronger
*ev1dence of a threat , : :

l_/: -See, 785 F Zd at 1003-1004.
-16/ Nhlle the Commission musi accept. Commerce s determlnatxon as to whxch
_‘merchandlse is within the class of merchandise allegedly sold at less than
fair value (“LTFV"), the Commission determlnes,whdt dumestic products are like
the ones in the class defined by Commerce. Algoma Steel Corp., Ltd. u.s.,
-'.Slxp Op. 88-74 at 9-10 (June 8, 1988). 1he Court of International Irade
T o o : (Footnote continued on next page) -



- investigatiun is shock-absorbers and parts Lhereof. 11/ - For purposes of
this investigation, a shock absorber- is defined as a cylindrically shaped
motor vehicle suspension component made essentially of sheet'steel-which_is
designed to limit. the: motions, vibrations, and oscillations that affect a
- vehicle due to uneven road: surfaces, lﬁ( This definition includes all
conventional. front and, rear shock absorberévménufactured in Brazil that.qre_v
suilable for use in froni and rear motor vehicle suspension systems,.as wéil
”a§.component parts thereof. The Depariment of Commerce (Commerce), however,
‘excluded MacPherson struts (“struts") and MaéPhergon;Strdt cartr{dgeQ from ifsA
Notice#uf'Initiatidn. 12/_ |
fhe*”like'product“vis~defined as-"[a] product that is like,:or in the.
- absence of. like, most similar in:characteristics and uses with.the‘article;
subject Lo investiéatiqn.? 29/ In turn, thé'domesfig,industry is the ..

- "domestic producers as a whole of a like product, or Lhose producers whose

' j(Footnote contlnued from prevxous page)

4 L ("CIT") has affirmed. the Comnission's authority to subd1v1de a 31n91e class of

- merchandise into several domestic industries producing different like
products, - Badger-Powhatan, 9 CIT 213, 608 F. Supp. 653, 656-657 '(1985), and it
. has indicated that the Commission is permilled Lo consider defining an
industry more broadly. than the class of merchandise under invesiigation. .
Associacion Columbiana de Exportadores de Flores, et. al. v. United States
("ASOCOFLORES"), 12 CIT , Slip. Op. 88-91 &t 6-7 (July 14, 1988).

17/ 53 Fed. Reg. 34137 (September 2, 1988).
18/ W . . . o
19/ Id. - . e

.20/ 19 U.S.C. § 1677(10). -



collective output of the like producl constitutes a major proportion of the
total domestic producpiun of that product.” 2L/
The Commission's decision regarding the appropriate like product(s) in an
invéstigatién is-esséntially a factual determination, and the Commisgion'has
applied thé statutory standard of "like" or "most similar in‘charactéFistics
' and uses" on a case-by-case basis. ;2/ Inlanalyzing like préduct;iSSues,
the Commission examines the characteristics and uses of fhe merchandise,
_including (1) physical. appearance, (2) interchangeability betwéen.ﬁhé
articles, (3) channels of distribultion, (4) customer pgrceptions quthe
articlés,,énd (%) common manufactuiing facilities and prodgctibn}ém"
-employeés. 23/ 'No‘siﬁgle factor is dispositive, ard the Cqmmiséiqﬁ  :- ;
considers 6theﬁ~fa¢tors which it deems relevant based on_thé éact$‘¢fva given

24/

investigation. =
~ The Commission has found minor variations to be an insufficient basis for

. separate like product analysis, and in analyzing like product issues, the

1/ 19 U.S.C. § 1677(4)(R).
22/  ASOCOFLORES at 9.

23/ Certain Forged Steel Crankshafts from the Federal Repub11c of Germany
and the United Kingdom, Invs. Nos. 731-TA-351 and 353 (Final), USITC Pub. 2014
{September 1987) (hecelnafter “"Crankshafts"); 64K Dynamic Random Access Memory
Components from Japan, Inv. No. 731-TA-270 (Final), USITC Pub 1862 (June 1986)
(hereinafter "64K DRAMs"). : o

24/ For example pr1ce may be relevant to the 11ke product 1ssue
ASOCOFLORES at 12, n.8. : .
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Commission looks for clear dividing lines amony products. 25/ The like

prdduct requiremeht, therefore, is not “interpreted in such & narrow fashion
as to permit minor differences in physicai characteristics and uses to lead t;
the LOHLIUSIU" that the products are nol like each other." 26/
The'parties raised various grguments‘with respect to the definition of
the iike bruduct and, correspbndingly, the domestic indgstry. Their different
posltlons Lurned essent1a11y on a 31ngle issue: whether to define the like
'produut to 1nu1ude MacPherson eruts Monroe, the petitioner, argued that the
domestic’ product like an imported conventional shock‘absorber doé; not include
MacPherson struls or;cartridges._lz/‘ Respondent Coﬁpanhia Fabricadora de
Pecas ("Cofap") argued th;t the domestic pronCf like;the imhorted merchandise,
includes, not»dnly conventional shock absorbers, but MacPhersun struts and
cartridges as wéll. Indeed, Cofap urguéd thét the very distinction bgtween '
“"conventional” shocks and MacPherson struts is artificial:’ 28/ |

Complicating the like product deflnxtlon is the fdct that imported shock

absorber parts, components and subassemblxes for use in fxnxshed shock

25/ ee, e.q., Operators for Jalousie and Awning Windows from E1 Salvador,
. 701-TA-272 and 731-TA-319 (Final), USIIC Pub. 1934 (January 1987)

26/ 'S. Rep. No. 249, 96th Cong., 1si Sess. 90-91 (1979).

27/ Struts may be sealed or unsealed. If a strul is sealed, then the shock
absorber portion of the strut cannot be replaced if it is malfunctioning.
Conversely., if the strut is unsealed, a replaceable MacPherson strut
cartr1dge, i.e., the "shock absorber" component, may be inserted within the
strut housing if the existing cartridge is melfuncLLonxng Staff Report of
the Commission (Report) at A-2. ' :

28/ See Cofap's post-conference brief at 2-6.
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absorbers are within the scope of the investigalion as defined by Commerce.
Neither party addressed the inclusion of parts, components, and subasseuiblies
within the scope of the investigat;on and ils -relevance Lo the like product |
determination., We find, however, thalt the inclusion of such partis and
cumponents_within the scope of the inve:tigation Lo be an important
consideration in arriving at the approbriate like product definition in this
case. |

'The.procgss for‘manufacturing a shock absorber is highly automated and
consi;ts of two majur*TaEFicatiohs (rod and reservoir tﬁbe) and two
subassemblies.’ Thg rod is cbld—fpfmed, mwachined, and finished. ‘the rod’
subasﬁéﬁblylihvolvés weldihg“ﬁ piston Lo the’rud‘ahdfadding valve components. .
Thé’reséfﬁoir_tube is formwed, heat—tréated, cut, and fiﬁishedw 1F its end use
is as a Hég?ﬁerson strut,Athis‘reservoirvtube-subassembly is3theﬁ fitted with
A spring,:bPackét, and baée_cup.lgg/ In final assembly, “Lhe rod
subassembly, the reservoir tubgﬁsubassembly,.and the compression valve

",

assembly are mated with the cylinder tube, filed with oii. stroke Lested,
palnted and - sh1pped QQI.L:f |

Many U.S.—produced shock absorber components, like the 1mported
Lomponents under anestxgatlon, are used in boLh HacPherson strutls and
'Conventxonal shock absorbers - A v1sua1 1nspect10n alone of the components in

shock’ dbsorbers illustrates thaL mary of Lhese components are used in both

9/ Report at A-3

30/ 1d.
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Finished shock absorbers and sliruts. 31/ Indeed, Monroe stated at the

conference .that common machinery is used to make many components for use in
both shock absorbers and ﬁacpherson struts.. i&(

' Based upon Lhe record in this preliminary investigation, we are nol ‘able
to establish any clear dividing lines between struts and.shock absorbers based
,upqn'the“parts,-componentsu and subassemblies within the scobe of the
investigatiun.

V The Commission previously has determined'that a part need not necessarily
'be identical to the fFinished product Lo be considered with the,finished |
producf as a single like pruduct.‘ii/, Indeed, there will almost never be an
instance in which the part is identica1 to the finished broduct}because,uby
definition, a "part" is not a finished product. "

In essence, ménufacturers of shock absorbek# ére also fully integrated

" producers of MacPherson struts, and they use the same plants and manufacturing

1.

31/ Conference sub—exhibits 1 and 2, Conference Exhibil 1 (entitled "shock
absorber components” and “"MacPherson strut componenis" respectively).

v

/ Tr.at 18-2. - - -

33/ See e.q., Antifriction Bearings (Other than Tapered Roller Bearirngs) and
Parts Thereof from the Federal Republic of Germany, France, .Italy, Romania,
Singapore, Sweden, Thailand, and the United Kingdom, lnv. Nos. 303-1A-19 and
20, (Preliminary), USITC Pub. 2083 at.20-22 (May 1988) ("AnLifriction . :
Bearings"); Crankshafts, supra, at n.5; 64K DRAMS, supra, at n.5.; ‘lapered
Roller Bearings and Parts Thereof, and Certain Housings Incorporalting lapered
Roller Bearings from Italy and Yugoslavia, Inv. Nos. 731--1AR=342 and 346
(Final), USITC Pub. 1999 (August 1987) (“"Tapered Roller Bearings II");
Cellular Mobile Telephones and Subassemblies Thereof from Japan, Inv. No.
731-TA-207 (Final), USITC Pub. 1786 (December 198%) ("Cellular Mobile
Telephones").
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facilities to produce compornient parts for and to assemble bolh MacPherson

struts and conventional shock absorbers. There is no market for
unfinished shock absorber.paris and there are no:olher materials of any
significance added to the cOmponeanlwhen;fihish;ng_and,assembllng a shock

35/

absorber. =" The Commission faced analogous. facts in Antifriction Bearings

. and found that the compotients were "like" .the re;peqt;ve;fiﬁished-product into

36/

which they were. incorporated. .= We find thatl the”cqmponents,>parts and
subassémblies ménufactuced for use in shock absgrberns are like thé'ﬁinished'
product into which they are incorporated.

Finally, we find that finished MacPherson struts are like finished.shock
absorbers. Both finished shock absorbers and MacPher§6U.§trut§.1imiﬁ unwanted,

vibrations and.o§qillgtions in a vghicle,AalthoyghdﬂacPhengon;siruts.hqve
b;évepdl-éddétiaﬁal fungt@onsfw@thiﬁ&a vghi;fef;fsuébeéégém# iugh;ég»béaring
“the weight of the vehicle, absbrbing side and'rotatioﬁal lékds,_éﬂd abfﬁng as
:f; Qéﬁp&nenf}iﬁ.the‘stéeFiﬁg_ﬁéfthglQeHiclé:;r;ﬁTTMorgggéEg;éiﬁhqggh.@ii

fﬂétkherson‘étrut inclqdesﬂa housgﬁg'prtfskifk“_that;ﬁiﬁu&lly dis#inguiﬁhes il

£Le N

. . - . ~. Do et -

. ¥
[ gy

. , ~'.. T ‘ ) 38 A I L R L R L
From a conventional shock.-absorber, ff/ strut5~and-shbck1absqﬁbgg§1possess

.
“ [

33/ See Report at n—5—6;

§§/ Id. at A-2.

- 36/ Antifriction Bearings,<§gggé at 22.

37/ Report at A—Z;_Petition at 8-9; Mounroe pust—conference subﬁigsion at 6-7.
38/ lg.;'ggg g;g.; Report at A-2-3 and figure 1. Because ﬁac?ﬂérgon-sfruts
-are designed for specific car and light truck applications, they include a

variety of attachment hardware affixed Lo the body of the strut not found on a
conventional shock absorber.
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many similar physical chafacteristicslincluding thé central piston
featuré. 22/"

Both shock‘absbrbers and,MééPhesthﬁstruts are produced in colnon plants;
although the additional téol;ng-and-processes associatéd with MacPherson
" struts nake fhem more. expensive to produce.thaﬁ conventional shock
.absorbers. 40/ Rccdrdingly,'ﬁacpherson st;utg tend to be higher priced than
conventional shock absdkbers{'ﬁl/ Cpﬁventional shock’ébgorbers and -
MacPherson sttuts, however,Aure'spid.thrpugh.theAéame.éhénnels Of. ;“

distribution. a2/

39/ In terms of its physical construction, a strut contains a hydraulic
damper, i.e., a "shock absorber," within ils housing either as an integral
part of Lhe sealed strut or as a replaceable cartridge within the strut,
Report at A-2.

40/  Struts, shock absorbers, and the parts thereof are manufactured by the
same -U.S., and Brazilian producers. Report alt A-37; Tr. at 113. AL the staff
conference, Monroe was asked to provide, in terms of the total cost of the
~MacPherson strut component, the. percentage of value added to the finished
product by equipment not used in shock absorber production. Tr. at 20. Monroe
accordingly submitted a confidential written response, o

1/ Report at A-37.

42/ Id. at A-37; Tr. at 112; Cofap postfcohference brief at 5.



15
ﬂ‘ﬂacPhersoﬁ strut cannot be interchanged for a conventional

:ﬁoqu 43/ _HoweQer,‘differenL sizes and styles_of shock ‘absorbers are. .not
subﬁtitutable fur‘each other, githér.- Often a. shock absorber is designed Lo
» éiL a};pQCiFic vehicle modél, and so Lhe size,'housing, and weight of the

zpartluular shock absorber will vary accordxng Lo the vehxcle fhds,_the
_1iconsumer has limited choice between shock absorber  designs once the particular

model of car rg "chosen,- and 'in the aftermarket, the consumer's only choice is
“ £hegbfand:dna qualitj oF'Bhock';bsorber. 34/ .
| Iq the final anélyéis;jhowever, the’énevirﬁeducible, defining
.,;haractefisti¢ of both‘cqnventional'Shéck absorbers_and ﬁacPhersbn struts is
:tﬁa£°£hey dampén spriﬁg'movemehf As'a'passage fFom a Monroe cataloé states: .

"[s]hocks and struts damp or conLrul suspen310n motion. So, bésicélly they do
45/

']4the sane th1ng Struts are_shock absorbers Lnsxde A "eruL houszng "
In makxng our 11ke product determ1nat10n we relterate Lhat the scope of
'fhls anestzgszon lncludes parLs. compénean. and subassembl;es manufactured
't_ror use in shock absorbers, Logether with f1n1shed shock absorbers From
 vBrazi1,;‘Ne furtherlnote that.many of-the.domesticlshock absorber parts and
cpmpqneﬁts like ﬁhe subj§c§ imported.partsiand combonehts are also used
'*:iﬁtngh&ngeébly'with sﬁéck:absérber ;omponéntﬁiin-ﬂacPhers§n struts._ Based

“.'U§6nfihe;rgébrdfin this;preliminahy'investigafion, we find a single like

43/ Report at A—
3'}f1£/ Cofap post—conference br1ef at 4-5; Tr. at 112,

 ~_"5§/ Tr. at 11,
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product corresponding to the subjecl imports consisting of MacPherson struls,
shock absorbers, and the componenis thereof. Accordingly, we also conclude
that there is one domestic industry consisting of the U.S. producers of this

like product. a6/

AAIII. Related Parties
Under section 771(4)(B) of the Tariff Act of 1930, when a producer is
V‘rglated to exporters or importers of Lhe product under investigation, or is
itself an importer of that product, the Commission may exclude such producers
from tﬁe domestic industry in appropriate circumstances. A7/ Application of
Lhe related parties provision is within the Commission's discretion based upon,
the facls presented in.each case. A8/

The Commission generally applies a two—step analysis under the related
© parties provision. The Commission considers firslt whether the company
gqualifies as a related party under section 771(4)(B), and second whelher in
view uf the producer's related status there are appropriate circumstances for

“excluding the company in question from the definition of the domestic

46/ :Those companies are: Monroe Auto Equipment Company, Maremont Corp.,
Delco Products Division of General Motors Corp., and ford Motor Co. Reporl at
A-5. } .

47/° 19 U.S.C. § 1677(4)(B).

8/ Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (CIT 1987).
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industry. 49/ The Commission has stated p;eviouSIy Lthat the related parties
provision should be employed to avoid any distortion in the aggregate data in
the domestic industry‘that'might resultjfrom inpluaipg related parties whose_:»
vperations are shielded from the effect of‘the imports, 50/ 3 .

In Lhis invesligalion, Monroe is a related party undefv771(§)(8) becaﬁse.
it ;mporked shock ébsorbers’ahd/or MacPherson struls From Brgiil during the
period of our investigation. .Honroe, MOreoder,‘has a wholly owned subsidiary,
Honroe Auto Pecas, S.A. ("Honrué Braiil“). located in Muyi Hirim.

Brazil. 1/ Monroe's imports’érqm Hoﬁroe,érazil aécounted for a small
percenﬁagé of total U.é. shock absbrber,imports‘from Brazil in 1987, as
compiled from the questionnaire responses; 52/ Monroe's imports from Monroe .
Brazil are solely for oné sbeéific application 53/ and are allegedly sold at.
fair vaiue{ 24/ HdréoVer, Monroe is a significant broducgr of shbck

absorberg and of MacPherson struls.

49/ See e.q., Color Television Réceivefs from the Republic of Korea and
Taiwan, Inv. Nos. 731-FA-134 and 13% (Final), USIVC Pub. 1514 at 17 (April
1984).

50/ Granular Polytetrdfluoroethylene Resxn from ltdly and Japan, Inv. Nos.
,ISl-Th—385 and 386 (Preliminary), USITC Pub 2043 at 9 (December 1987). Sue
also Erasable Programmable Read Only Memories from Japan, Inv. No. 731-TA-288.
(Fxnal) USITC Pub. 1927 (1986): Rock Salt from Canada, Inv. No. 731-TA-239
(Final), USITC Pub. 1798 (1986). , A '
51/ Report A-6;. Petition at 16-17.

52/ Report at A-6.

/ Pet1t10ﬂ at 19—20

IS

1€

/ Tr. at 50.
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Based in parL upun confxdenLLal xnformaLlon on the record we do not find
it appropriate to, exclude any of Lhe u.s. producers From the definition of Lhe
domestic 1ndustry for the reasuns, that 1nter dlld, exuludxng any of the U. S

producers importing ;hoqk absorbers or eruts from drézil ﬁill skew Lhe data

on the domestic industry.

‘

IvV. Cond1t1on of the Domest1c Industry

i -

In determznlng the uondleon of Lhe domesLxc Lndustry, ‘the Commission =

[

considers, among oyheﬁ.Fectprs,vthe domestlc consumption of the product, U.S.

production, capacity and capacity utilization. shipments, inventories,

)

employment F1nanc1d1 perFormance, and ex1st1ng development and production

efforts, wLLth Lhe conLexL of Lhe busxness cyule and constLOns of’

compeltiltion that are d1st1nct1ve to the domeatxc Lndustry{ 58/ -56/ .

55/ . 19 .U.,S5.C. § 1677(7)(C)(111) as amended by seclion 1328 of Lhe 1988 .
Act. We only Lonsxder the impacl of. imporls on .the domestic industry's
product1on operatlons ‘within the United States. “19. V. S.C. § 1677(7) as
amended by Section 1328 of the 1988 ActL.

.56/ ' "The cond1t1ons of compet1t1on in Lhe domestic 1ndustry involve two,

. markets Shouk ‘absorbers are sold on a per unit bdsxs Lo two distinct dnd

'sepdrdte markets in'thé United .States: the orlgxnal equ1pment market and the
replacement market. :For -each market, U.S, produgers and imporlers use -
distinct sales practices and offer different price regxmes For boLh shock
absorbers and MacPherson struts. Reporl at A-37-38. ‘

Original equipment manufacturers ("OEMs!) purchase shock absorbers and
MacPherson struts through a bidding process, and because of their buying -
power, they are able to obtain lower prices For shock absorbers and MacPherson
struts than prevail in the aftermarkel. OEMs generally purchase shock '
absorbers with a one—-inch bure size. Because the demand for shock absorbers
and struts in the OEM market 13 a derived demand from U.S.-produced

(Footnote continued on next page) .
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" Apparent consumption of shock absorbers and MacPherson struts in Lhe
United”Stétés declined in terms of quantity'by 5.9 perc;nt-from 1985 Lo 1987
and then increased by 2.9'percgn£ in January-June 1988 -compared wilh e
Januafy-the 198/. On a value basis, consumption increased by 10.% percent
From 1985 to 1987 and‘by 8.9 percent in January—June'lQOB compared with

57/

Januury;Junejl987.
A'U.s. producé?s' capacjty té produce shocks and struts increased by 1.9

péﬁcentvf;om 19§$ to 1987 and by 2.1 percent ln'JanuaPyGJune’1988 compared

with Jaﬁghfy—June 1987.." Over the sahe period, production ded1ined by 6.8

O percent froﬁ}1985'to 1957 and by 0.9 percent in January-June 1988'coﬁpared

with the same period in 1987. With the slight increase in bapacitg and the

prqductiun decline, capacity utilization dfopped fruom 90.3 percent in 1985 Lo

5

(Footnote continued from previous page)

dutomoblles. the OEM demand for shock absorbers has declined, and is expecled
to continue to decline, as the production of MacPherson suspensxons, ‘which
requxre MacPherson struts, has xncreased and is expected Lo contxnue Lo
increase. - Report at A--37.

Aftermarket purchasers, in contrast, ﬂormally buy shock absorbers with
bore sizes:of one and three-sixLeenth inches or greater'. ' Aftermarket shock
absorbers and MacPherson struts, both branded and non-branded, are sold
directly to larye retailers, to warehouse distributors, and specialty
distributors. Report at A-41. Typically, each retailer or distributor has
only one supplier of the full line of shock absorbers and MacPherson struts.
Id. at A~41. 1In this connection, Mounroe regards its poxnt of sale servxces as
xmportant to its profitability. 1r. at 27--28.

i In the aftermarket, demand for shock absorbers and struts is a function
of both the need to replace damaged shocks and the customer's desire to
improve a vehicle's ride control characteristics. Report at A--38. Marketing,
therefore, is very important in promoting afLermarket sales. Report at A-7.
Accordingly, U.S. producers invest significantly in programs 1ntended to spur
aftermarket sales See Report at A--41.

57/ Table 1.
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82.5 percent in 1987, and from 107.% percent in January—June 1987 tb 104.1

parcent’ xn January—June 1988 28/

Total shlpments by U s producers dropped in terms of quantity, from

" 101.7 mxllxun in 1985 to 96 1 m;llxon units .in 1987, then increased to 61.6

- million units in January—June 1988 compared with 60 8 mxllxon un1ts in
January-June 1987. On a value basis, Lotal shxpments zncreased rrom $940 3
million in 1985 to $1. 013 bxllxon in 1987. The value of shxpments in

January—June 1988 xncredsed to $731 4 mxllxon compared wiLh $673 3 mxlllon in
January—June 1987 §2( End-of-perxod 1nventor1es dropped by 32 percent from
1985 to 198/, then dropped by nedrly 28 percent in January—June 1988 compared
u;th January—June 1987. As a shdre of total shxpments, 1nventor1es dropped
from 12.8 percent in 1985 Lo 9.1 percent in 1987, wzth a contxnued,declxne to
6.1 percent in January;dune.1988'compared‘with 8.6 percent in the
correspondiné'period ef 1987. 0/ |

“the number of productlon and related workers producxnd-shdcks ;ﬁd struts
ingreased slxghtly, by 0 9 percent, from 1985 to 198/ Lhen dropped by 3. b
gl/

percent in’ January—June 1988 Lompured ‘with Jdnuary—June 198/ aggregdte

operatxng income for producers of shocks and struts 1ncreased from 1985 to
1987 and Anureased in the interim perxod endxng June 30 1988, Lompdred with

the interim period endlng June 30 1987. Operatxng income ‘as a percentage of

net sales was cons;stently dbove 11 peruent durxng the - entxre perxod of

58/ Table 2.

59/ Table 3.
60/ Table 4.
61/ Table S.
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. . . 2
investigation. 62/ Research and development expenses For shock absorbers

and struts decreased by 1.9 percent from 1985 Lo 198/,‘and by 15.7 percenl in

. ) . ., 63
January-June 1988 compared with January-June 1987, 63/

1v. No Réasoﬁable Indication of Material ijuc1

Under- 19 U.S.C. § 1673b(a), Lthe Commission must‘determine whether Lhere
is a reasonable indication that an industry in Lhe United States is materially
injured u; threatened with material injury by reason of lmports. 84/ In
determining whether the domeétic industry is materially injured “by.reason of"
LTFV iﬁports from Brazil, the Commission considers, among othe; factors, the
volume of imports, the ef%ect of imports oﬁ prices in Lhe United States for
the like proauct, and the impaét of such imports on‘tﬁe relevant domestic
industry. 85/ The Comnission aiso Ltakes in£o account'any information
demonstrating possible alternativé causes .of injury to the domestic

-6 o, 6
industry, g6/ but we do not weigh causes, 57

IR

/ Tables 7, 8, and C-1.

S

/ Report at A-25.

64/  See Hercules, Inc. v. United States, 673 F. Supp. 454, 479-80, 481--82
(CLT 1987); mateérial injury is "harm which is not inconsequential, immaterial
or unimportant." 19 U.S.C. § 1677(7)(R), as amended by the 1988 Act.

65/ 19 U.S.C. § 1677(7)(B), as amended by Lhe 1988 ActL.

66/ See S. Rep. No. 249, 96iLh Cong., lst Sess. 58 (1979).
67/  "Current law does not . . . contemplate that the effecls from the .
[LTFV] imports be weighed against the effects associated with other factors
(e.g., the volume and prices of nonsubsidized [LTFV] importis, contraction in
demand or changes in patterns of consumption, Lrade resirictive practices of
and competition between the foreign and domestic producers, developments in
technology, and the export performance and productivity of Lhe domestic
industry) which may be contributing Lo overall injury to an Lnduery

S. Rep. No. 249, 96th Cong., 1st Sess. 57, 74 (1979).
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Monroe's sole specific allegation of present material injury consists of

lost sales and concom;tant lost profits, 88/ Based upon confidenlial
information on the record, 82/ we do not find that this allegation supportis
a findiné of material injury. Consequently, we turn Lo the information
relating Lo each of the various factors thal we are required to examine. 70/
The volume of U.S. imports of shock absorbers from Brazil amounted to

436,000 units in 1985, 405,000 unils in 1986, and 42/,000 unilts in 1987,

Thus, imports of the subject merchandise, shock absorbers and parts thereof

71/

from Brazil,‘decreased by 2.1 percent from 198% Lo 198/. The valqe of

Lhe subject imports rose from $2,024,000 in 1985, to $2,077,000 in 1986, but

fell Lo $1,843,000 in 1987. Thus, Lhe volume of imports, wmeasured in terws of,

value, fell by 9.0 percent from 1985 Lo 1987. 2/

Shock absorber imports from Brazil increased their share of the U.S.
market, on a unit basis, from 0.2 percent of the U.S. market in 1985 Lo 0.%

73/

percenl in 1987. On a value basis, the subject imports From Brazil rose

only slightly from 0.1 percent of U.S. consumplion in 1985 to 0.2 percent in

8/ Tr. at 53.
69/ Report at A-46.
70/ 19 U.S.C. § 1677(7)(B), as amended by Lhe 1988 Act.

Zl] None of the respondents to the Commission's quesltionnaires reported any
imports of parts, components, and subassemblies thereof. Report at A1, n.2.

72/ Table 11.

73/ Report al A-35.
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- 1987, 18/ In light of the oilher evidence of record in Lhis investigation,

we determine that the volume of imports of shock absorbers from Brazil is

insignificant. 78/

We now turn to Lhe effect of Lhe subject imporis on the prices in Lhe

.U.S. for the like product. We find that the subject imports had no T
. o/

I

significant effect on prices for the like product. Simply put, imports

from Brazil have but a 0.5 share of the U.S. markel, and based upon the record
they did not lead a single price decrease over the period of investigation,
"~ Indeed, Munrve did not change any of ilts prices in response to imports of

Lo , 7/

shock absorbers from Brazil., —

Similarly, we do not find significant price underselling by the subject

. | , L 78
imports. Under the statute the price underselling musl be significant. —
Confidential evidence in the feCord indicates that the subject imports were

not underselling the domestic like product in the OEM market. 79/

74/ Id.

- 75/ See 19 U.S.C. § 1677(7)(C)(i), as amended by the 1988 Act.

76/ 19 U.S.C. § 1677(7)(C)(ii)(XII). as amended by Lhe 1988 AcL.

77/ Tr. at 61; see also, Tr. al 27, 43,; Petition al 37. Moureovér, the last
price change by a domestic shock absorber manufacturer of which Monroe was
aware was an increase in January 1988. Tr. al 55.

78/ 19 U.S.C. § 1677(7)(C)(ii)(I), as amended by The 1988 Act. See, USX
Corp. v. United States, 12 CIT ___, Slip Op. 88-125 (September 16, 1988) (USX

IV), Maverick Tube Corp. v. United States, 12 CIV __ ., 687/ F. Supp. 1569
(1988), Copperweld Corp. v. United States, 12 CIT , 682 F. Supp. 552 (1988).

79/ Table 13.
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Although confidential. evidence on the record indicates that the subject

imports generally urdersold the domestic like product in the aftermarket, we

do not find this underselling to be significant. 80/ Price comparisons in
the shock absorber aftermarket are colored by the fact that the domestic
industry provides numerous incenlive programs to purchasers. of the domestic

like product, which effectively reduces cost to the purchaser of domestic

81/ 82/

products. Absent significant volume and price‘effeéts,_the

83/

imports had no material impact un the domestic industry. —

Accordingly, we find clear and convincing evidence of no material injury

" Lo the domestic industry producing MacPherson struts, shock absorbers, and

P

'gg/ Commissioner Liebeler notes Lhal data on underselling (or overselling)

alone, although important Lo the issue of product helerogeneity, are not
probative evidence of causation of material injury. See Internal Combustion
Engine Forklift Trucks from Japan, Inv. No. 731-IA-37/ (Final), USITC Pub.
2082 (May 1988) (Additional Views of Chairman Liebeler). In light of the Fact
that the Commission's determination in this case rests on other grounds,

"Commissioner Liebeler finds il unnecessary to write separately on this issue.

81/ These incentives include cash and credil terms, volume discounts, free
goods, market development funds, -rebates, co—operative advertising allowances,
free freight, spiffs, and stock-lifL programs. Report at A-41. The domestlic
industry's expenditures on these programs far exceeded thouse by Lhe subject
imports.

82/ Moreover, because U.S. producers often deliver their products to
retailers directly, but Cofap delivers only to a central distribution
location, the degree of underselling in Lhe aftermarket is further shaded by
the fact that the purchaser of the Cofap product must incur additional costs
of warehousing, handling, and delivery. See Keyes Fiber Co. v. United States,
("Keyes I") 682 F. Supp. 583 (CIT 1985).

83/ The condition of the industry section, supra, analyzes several of the
impact factors under 19 U.S.C. § 1677(7)(C)(iii).
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parts thereof by ;eason of the subjecl impordis. 84/ Further, based ﬁpon the
high response rate to the Commission's quesfionnaireg and the rela#ively
complete set of data concerning the domestic industry before the Commission,

we find no likelihood that contrary evidence will arise in a final

investigation,

V. No Reasonable Indication of Threat of Material Injury

Section 771(7)(F) dlrect§ the Commission Lo determine whether a U.s.

industry is Lhreatened with waterial injury "on the basis of evidence that the

threat of material injury is real and that actual injury is imminent." 85/

The 1988 Act, moreover, amends éection'771(7)(F) by-inéreasing tﬁe factors

that the Commission musl take into account in reaching its threat of material

injury determination bg two . 8¢/ The ten factors we must now consider are:
(1) if a subsidy is involved, information Lhat the

Commission has available to il as to Lhe nature of
the subsidy;

(2) the ability and likelihood of the fureign producers
to increase the level of exporls to. the United Stales

84/ We note that we would have reached the same conclusion had we instead
defined the domestic like product to be shock absorbers alone.

85/ 19 U.S.C. § 1677(7)(F)(ii).

86/ The 1988 Act, section 1329. Section 1329 of the 1988 Act provides that
the Commission shall request information regarding dumping in Lhird countries
. of the merchandise manufactured by a party subject to investigation. Cofap
stated that there are no antidumping findings or antidumping remedies against
shock absorbers from Brazil in olher GATT member countries. Tr.-al 151.
Monroe was unaware of any antidumping findings, tr. at 81; Monrove

o (Footnote continued on next page)
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due to increased production capacity or unused
capacity;

(3) any rapid increase in penelration of the U.S. market
by imports and the likelihood thal the penetratxon
will increase to injurious levels;

(4) the probability that imports of the merchandise will
enter the United States al prices that will have a
depressing or suppressing effect on domestic prices
of the merchandise; '

(5) any substantial increase in-inventories of the
merchandise in the United States;

"(6) wunderutilized capacily for producing Lhe merchandise
in the exporting country;

. (7) any other demonslrable adverse LlLrends that indicate
Lhe probability that importation of the mwerchandise -
will be the cause of aclLual injury;

(8) the potential for prodqci—shifting;

(9) in investigations involving imports of both raw
agricultural product and a-product processed from
such raw agricultural product, the likelihood there
will be an increase in imports due to ' product
shifting due to an affirmative delermination wilh
respect to either product; and '

(10) the actual and potential negative effects on the
existing developmént and production efforts of the
domestic industry, including efforts Lo develop a
derivative or more advanced version of the like
product. 88

(Footnote continued from previous page)
post—conference brief at 23, and the Commission staff did not find any
evidence to the contrary.

87/ The Commission's previous regulations provided that we shall consider irn
particular "the availability of other export markets" in making our
determination. 19 C.F.R. § 207.26(d)(3). repealed by 53 Fed. Reg. "33039
(August 29, 1988).

88/ When questioned at the conference about this effect, Monroe conceded
that there is no relationship between its research and development efforts and
the subject imports from Brazil. Tr. at 80. The U.S. domestic industry's
research and development expenditures for shock absorbers and slruls decreased
from $44 million in 1985 to $36 million in 1986, but then increased to $43
million in 1987. Reporti al A-25.



27
The threat must be real and actual injury imminent, and a threal delermination
nust not be made on the bgsis of mere conjecture or suppousition.
- Hdnrue‘dlleged throughout this inveStigation that Cofap is on the verge .

of nearly doubling its capacity to produce shock absorbers and that the

89/

destination of the resulting increased outpul is Lhe United States. —
Monroe's claim is based upon statements made in Cofap's promotiqnal material
dnd;adverfisements, and upon a remark>by Steve Heckman, described as Cofap of
America's vice president for sales and marketing, that Cofap's "Largel over
the next tﬁo Lo three years is Lo have Len percent of Lhe U.S. market," which
would increase Cofap's. current markel share by over 1500 percent. 20/ These
statements allege that Cofap is presently doubling-its shuck absorber
production capacity from approximately 14 million units a year Lo 28 miliion.
Monroe's petition alleges an increase. in Cofap's capacity from 13 million
Qnits a yéar to 20.% million, based upon the opening of Cofap's new plant in
Lavras, Minas Gerias, Brazil. 8L/ Monroe also refers Lo Cofap's increased
distribution facilities as eviaence of Cofap's ability to increase exports to

the United States. 22/ Indeed, Monroe states that il filed ils petition

89/ Petition at 15,
90/ Petition at 17-18; Monroe's post—conference brief at 13-16.
91/ Petition at 15. -

92/ Monroe's post—-conference brief al 17-18; Petition at 17-18; but see Tr.
at 143-144,

9
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based principally upon the alleged capacity expansion. 93/ Morweover,
Monroe's threat allegation dépéndstﬁpon the plant expansion allegation as the
basis for satisfying fhe remaining enumetated Lhreat criteria.

Cofap, however, provided the Comnissior with information which.indicates
thal its present capacilty is approximately 9 williorm units a year and that 1;
anlicipates an annual capacity of abproxim&tely'11w13 million units by
1950. 24/ Cofap represented in Lhis investigation thal its new plant, with
a capacitg of 7.5 willion units, is mereiy replacing the capacitj of its
existing plant, which is being convérted to Lhe production of electronic .
automofive components. According to Cofap, the‘capacity of the new ﬁlant
should not be added to Cofap's existihg capacity, ;s Monroe does. 25/
Taking this into consideration, Cofap claims that at mést its capacity will
reach 13 million units a year by 1990, 26/

Conversely, petitioners' evidence that Cofap is signifi;antly expandiﬁg
its capacity Lo produce shock absdrbers (allegedly un‘the order of 67-100
percent) is Cofap's own advertising and promotional material, related magazine
articles, and the statements of SlLeve Heckman,~C6fap of Amer-ica's .purported

vice president of sales.

b
~

Tr. at 11,

/ Cofap post—conference brief at 11, Exhibit H, enclosures 8-9; Exhibit C.

|2

b

/ See e.gq. Cofap's post conference brief at 11-13; Tr. at 130-132.

96/ Cofap's post—conference brief at 14; note, Cofap's post-—conference
brief, Exhibit H, enclosure 9 indicates thalt Cofap anticipales an assembly
capacity in 1990 greater than its production capacity, but this assembly
capacity, nevertheless, is constrained by Cofap's manufacturing capacily.
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In addressing the guestion of whether there is a reasonable indication of
Lhreat to the domestic industr; by reason of Lhe.subject imports, we‘regard
Cofap's prior statements regarding ils capacity Lo produce shock absorbers and
its intention Lo supply 10 percent of the U.S. market as very imporfant and
substantive evidence of threat. As noted previously, however, thevthreat qut
be real and thevactual injury imminent.

In order to find such a threat,.Cofap must ot only have the productive
capacity Lo export-shock absorbers to Lhe United States in sufficient volume
Lo injure the‘United States industry, but it must also -have Laken stéps.which
indicate Lhat such injurious exports are imninent. For the reasons set forih
below, we find that the threat to thé doméétic industry isvneither real nor is,
aclual i1njury imminent.

The gine qua noun of petitioner's threat allegations in this investigation
is that Cofap is presently, radically expanding its shock absorber productive
cap;city. Bacause of this issue's centralitly to the enlire threat question,

‘we will address it first. In resolving this question, we must weigh Céfap's
testimony béfore the Commission against Cofap's prior inconsistent statements
in promoting its product in the United Statles.

We note that most of the advertising and promotional materials which
contain Heckman's statements were nol Cofap publications, bul instead were

reprints of articles preparea by reporters after interviewing Heckman.~gz

Cufap characterizes Heckman's statement that Cofap's objective is to obtain 10

97/ Tr. at 141.
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percent of the U.S. markel as a means Lo persuade prospeclive purchasers that

Cofap is in the U.S. market to stay, for if he had said that Cofap's objective

was to oblain one-half of one percent of the the United States market, sales

would have been inhibited. 38/

Coufap, moreover, supplied the Commission wjth detailed plans and
informaltion regarding its plants in Brazil and their present and Ffuture
capacilty to produce shock absorbersi Upon our review of Cofap's confidertial
plant capacily subﬁissions, we find that capacity im Brazil Lo product shock
absorbers is presently incrgasing moderately from approximately 9 million
units in 1987 tu‘approximately 12 million units 16'1590.

This determination i; based upon oucﬁ(gvigw.of the credibility of the
witﬁesaeé.appearing before us, as well as the recognition thal representations
Lo Lhe Commission in the course of an investigatioh'are entitled to additional
weight due to the eranal sanutxon aLLachxng to misrepresentations pursuant
to 18 p._s.c. § 1001. 99/ , | ‘ s

Having resolved Lhe prospective capacily issue,‘we rnow Furn to the

remaining threat factors and find that there is no imminent threat to Lthe

98/ Cofap's post-conference brief at 22.

99/ Because we are convinced that Cofap's representalions to the Commission
regarding their plant capacily are credible, we Find there is no likelihood
that contrary evidence on this issue would be gazned in a final investigation,
For instance, by an on—site verification.



31
domestic industry. There are Lhree producers of shock absorbers in Brazil:
Cufup S.A., Nakalta S.A. Industria & Commercio (Nékata), and Monroe Brazil,

Cofap accourited for virtually all of shock absorbers arnd strut exports to the

o]
U.s. 100/
The combined capacity of these companies grew modestly over Lhe period of
101/ _. . . . . . . .
1985-1987. ——  Their capacity utilization increased from 95.0 percent in

10
1985 tu 97.3 percent in 1986, and receded Lo 95.3 percent in 1987, 102/

Market penetration rose from 0.2 percent.qfnphgwu¢s. market irn 1985 to 0.5
.percent of the market in 1987, measured in unils of shock absorbers. 103/
'Finally,'U.S{ producers' expenditures on research and development decreased by
l.é'percent from 1985 to 198/, and U.S. importers inventories of shock
absorbers frbm Brazil were 19.6 bércent>lower #t the end of 1987 than they

104/ There is rno subsidy irwvolved in this

were at the end of 1985,
investigation.

Based upon Cofap's limited capacity expansion, the above cited threat

factors, and Cofap's representations Lo the Commission, — we find that a

100/ Report at A-27.

101/ Report at A-28.

102/ Id. ‘

103/ Report at A-36.

104/ Report at A-25-31.

105/ Cofap stated that aécording to its three—year production plan, the
entire programmed increase in production is already allocated Lo various

markets, and it had neither the intention nor Lhe capability to penetrate the
U.S. market to a level of more than 1 ur 2 percent. Reporl al A-29.
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rapid increase in market pénetratiun is neither real nor imminent. MOfeover,
given that constiraint on Cofap's capacity, which limils imports from Brazil to
less than two percent of the markel for Lhe immediate fulure, we similarly
find no real and imminent threat of price suppression or depression in Lhe
U.S. market.

Accordingly, we Find clear and convincing evidence of no threat of
material injdry Lo the domeslic induslry producing MacPherson struls, shock
absorbers, and parts thereof by reason of the subject importis. 106/
turther, based uporn the high response rate to the Commissién's gquestionnaires,.
and the relalively complete sel of data concerning the domestic industky
before the Cuommission, we find no likelihood that coﬁtrary evidencéiwily arise,

in a final investigation.

Conclusion
For all the reasons sel forth above, we determine Lhat Lhere is no
reasonable indication that a domestic industry in the United States is
materially injured, is threatened with material injury, or that thé A
establishment of an industry.in Lhe United States is materially retgrded bg

reason of imports from Brazil of shock absorbers and parls thereof.

106/ We note that we would have reached the same conclusion had we instead
defined the domestic like product to be shock absorbers alone.



33

Views of Commissioner Alfred E. Eckes

Shock Absorbers and Parts, Components
and Subassemblies Therefor from Brazil

Investigation No. 731-TA-241 (Preliminary)

I determine that there is no reasonable indication that an
industry is materially injured by reason of imports of shock
absorbers from Brazil. I likewise determine that an-industry
is not threatened with méterial injury by reason of the subject
impofts. While concurring in'the.majority's discussion of like
product,_domestig industry and related parties, I make my |
determination of no reasonable indication of material injury or
threat of material injury to the domestic industry on different
grounds. Specifically, I have employed the "traditional

1 . .
approach" to injury determinations which a substantial

number of Commissioners have used in many prévious antidumping
and.qcuntervéiling duty cases. Further, in making this
negative determination I have empléyed.a.legal standard which
differs in some important respects from thét which my

colleagues have applied to the facts of this case.

1 .
See USX Corp. v. United States, Slip Op. 88-125 (Sept.
16, 1988) at 5.
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Legal Standard for Preliminary Determinations

Before proceeding with my analysis, I would note that this
preliminary investigation raises troubling questions about the
legal standards used in making the Commission's preliminary
‘determinations. éefore addressing my concerns, it may be
helpful to review the relevant case law.

The most recent interpretation of the relevant standard in
2 ‘
Yuasa, decided recently by the Court of International

Trade, rests, as does all case law oh this issue, on

interpretations of the Federal Circuit's views in American
3
Lamb. The key passage is as follows:

Since the enactment of the 1974 Act, ITC has
consistently viewed the statutory 'reasonable
indication' standard as one requiring that it issue a
negative determination, as above indicated, only when
(1) the record as a whole contains clear and
convincing evidence that there is no material injury
or threat of such injury; and (2) no likelihood exists
that contrary evidence will arise in a final
"investigation. That view, involving a process of
weighing the evidence but under guidelines requiring
clear and convincing evidence of 'no reasonable
indication,' and no likelihood of later contrary
evidence, provides fully adequate protection against
unwarranted terminations. 1Indeed, those guidelines
weight the scales in favor of affirmative and against
negative determinations. Under the appropriate

2 . .
Yuasa General Battery Corp. v. United States, Slip Op.
(July 12, 1988) [Yuasa)

3
American Lamb Co. v. United States, 785 F.2d. 994,
(Fed. Cir. 1986) [American Lamb].
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standard of judicial review, ITC's lengstanding
practice must be viewed as permissible within the
4
statutory framework.
However, in Yuesa'theACourt of Intefnational Trade
appears to state the standard differentiy. There, in

reversing the cOmm1s51on s negatlve determlnatlon, the

Court concluded that the majorlty s oplnions were

"unpersuas1ve that the requlrement of clear and convincing

evidence of no reasonable 1nd1catlon of a threat of

material ihjufyiahd‘gg likelihood of iater cehtrary

. . 5
evidence is sustainable on the existent record."

Indeed, in remand views as well as other preliminary
determinations the Commission has focused on the first

part of the standard articulated in American Lamb, namely

"clear and convincing evidence of no material

injury.'. . " . I suppose that some may even argue that

this language is the Court's standard, and that the

language which follows in the same paragraph is merely

instructive, but not an essential part of the’standerd;
My -reading .of Yuasa, however, raises important and

unanswered questions about how the Commission is to

implement American Lamb. For example, the following

passage clearly. suggests the CIT attempted to instruct the

Commission why the Court's application of the CAFC

American Lamb at 1001 [emphasis in original); Yuasa at
5.

5 . A
Yuasa at 5 [emphasis in original].
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standard resulted in a determination which differed from
the Commission's. The'Court'states‘following its review
of the factual data on the'QUestion of injury and’
causation" "While this scenario may not reflect, in the
Commission' s view, present material injury, [a] reasonable
indication of threat of such injury cannot be easily
discounted in the face of this kind of evidence, andionﬁ
which the statute focﬁses.“. The COurt'sfreference to
"present material injury" indicates it Vas well aware?the
Commission uSed'the'ﬂciear and'convincing‘evidence.of no
material injur&“istandard; and, byipointing.to the fact
that the “reaSOnabie'indication:of.threatvof‘such injurj
cannot be easily discounted“,the-CIT affirns that
"reasonable indication" is the appropriate standard, not -
"material injury" and, further it is- the "reasonable
indication".standard which conforms with’the:statute._;'
Again, the CIT, in‘conclnding that the majority's.
analyses representian abuse'of discretion, suggests ‘a
different standard from that used by the Commission’ in its
remand determination: -"The requirement of ‘'clear and
convincing evidence of "no'reasonable indication"' of a-
threat of material injury is a?standard‘that the
majority's analyses of the present record, however

thoughtful, fail to satisfy."
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I believe the Court of International Trade is making
an important point.: - The statute itself requires the

Commission to determine whether there is a reasonable

indication that an industry in the United States is

materially injured, or threatened with material injury.
Consequently, a key issue emerges. Does a determination
that tyere is "clear and convincing evidence of no
material injury" rely on a standard which is compatible
with the statutory requirement that the Commission shall

make a determination of whether there is a reasonable

indication that an industry is materially injured,lor is

threatened with material injury?

For this Commissioner, and I believe my colleagues,
this slight variation ih language raises additional
fundamental questions about the proper standard fbr making
preliminary title VII decisions. © Indeed, is there one

standard, or are there now two? Did the CIT improperly

modify the CAFC standard? Or, was the CIT telling the

6 ,
For that reason, I initiated an action jacket
(C059-L~-001) seeking the Commission's approval to appeal
the decision of the Court of International Trade to the
Federal Circuit. Three of my colleagues disapproved that
action; failing a majority vote, the Commission will not
appeal. Likewise, these same disapproving Commissioners
in a departure from longstanding Commission practice and
collegiality suppressed discussion of these questions with
the General Counsel of this agency in a public forum. See
Transcript of Commission Meeting of September 20, 1988.
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Commission that it has incorrectly implemented the

American Lamb standard? Did the CAFC intend a departure

from long-established Commission standards for preliminary
determinations? To this Commissioner, it is apparent that
the CAFC's analysis of the proper standard in American
Lamb builds on its restatement of the longstanding
practice of the Commission in making its preliminary
determinations:

It [the Commission] has, since its very first

investigation under the 1974 Act, been determining

that there is no 'reasonable indication' of material

injury or threat when: (1) there is clear and

convincing evidence of the absence of such reasonable
indication; and (2) the record shows it extremely
unlikely that evidence of a 'reasonable indication'
would be developed in a final investigation.

There is no language in the CAFC opinion suggesting the
Commission depart from this practice. The "reasonable
indication" standard has been preserved through three Trade
Acts in which Congress reviewed the operation of our trade

laws. Until there is further judicial review of this issue, it

is difficult to conclude that American Lamb and Yuasa can be

read to justify departure from the Commission's historical
standard.

I remain open to future analyses which may énswer questions
raised by these opinions. And, I look forward to the views of

my colleagues and the public we serve on this issue in future
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preliminary investigations.

In concluding this secfion, let me state that for purposes
of this investigation, I have employed the complete standard
enunciated by the CAFC and recently interpreted by the CIT in

. the Yuasa decision. Based on the best available information, I

find there is clear and convincing evidence of no reasonable

indication of material injury or a threat of material injury

and no likelihood of contrary evidence in a final
7

' investigation.

No Reasonable Indication of Material Inijury

Based on the record of this preliminafy investigation, I
find clear and convincing evidence of no reasonable indication
that the ddmestic shock absorber industry is suffering present
' material injury. Because I find no reasonable indication that
tﬁe domestic industry is materially injured, I_have.not
analyzed.whether, assuming arquendo that the industry were
materiallg injured, such injury is by reason of the subject

imports. In making my determination I have taken into

7 ' 4

It follows that having found that standard to have been
satisfied, my determination would also be in the negative
had I employed the "clear and convincing evidence that
there is no material injury or threat of such injury"
standard.

8

See generally National Association of Mirror

(Footnote continued)
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consideration the 100 percent response rate by domestic
producers to the Commission's questionnaire, as well as the
sﬁaff's good coverage of importers and foreign producers. On
this basis, I find there isllittleilikelihdod of contrary
evidence arising in any finai investigation.

In determining the condition of the industry I considered
those factors set forth in the statute, as amended by section
1328 of the Oomnibus Trade and Competitlveness Act of 1988:
domestic production and consumption, capacity and capacity
utilization, shipments, inventories, employment, wages,
financial performance and existing development and production
efforts, within the context of the businéss cycle and A
conditions of competition that are distinctive to the domestic
industry. ?

The record of this investigation points to one conclusion:
that there is no evidence of a reasonable indication that ‘the -

domestic shock absorber industry is Suffering'present-matefial

injury. All the indicators for the domestic shock absorber

(Footnote continued from previous page)

Manufacturers v. United States, Slip Op. 88-113 (August-
25, 1988) [NAMM]. See also Digital Readout Systemsand
Subassemblles Therefor from Japan, Inv. No. 731-TA-390
(Preliminary), USITC Pub. 2081 (1988), Dissenting Views of
Commissioners Eckes, Lodwick and Rohr at 33.

9 . . _
19 U.S.C. 1677(7)(C)(iii), as amended. Further, the
Commission may only consider the impact of imports on the
domestic industry's production operations within the
United States. 19 U.S.C. 1677(7), as amended.
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industry show goéd performance during the period of our
investigation.

Apparent consumption of shock absorbers and MacPherson
struts ("struts") was high during fhe'period of investigation.
The quantity of shock absorbers consumed did decline 5.9
lpercent from 1985 to 1987, but then increased 2.9 percent in
the first six months of 1988 as compared with the same pefiod

of 1987. Total apparent consumption of struts by quantity
increased steédily over the entire period. Considered on the
basis of value, consumption of shock absorbers declined
somewhat from 1985 to 1987, but incréased substantially from
interim 1987 to interim 1988. 1In any éase, consumption of
‘shock absorbers by value remained high throughout the period.
Consumption of struts by value increased steadily over the
entire period, 'including the interim. 1o

Within thié burgeoning market, U.S. producers' capacity to
produce shock absorbers and struts increased siightly over the
period 1985-1987 by 1.9 percent, and by 2.1 percent in the
interim period. Production of both shock abscorbers and struts
declined 6.8 pércent from 1985 to 1987. The appafent drop in
- capacity utilization from 90.3 percent in 1985 to 82.5 percent
in 1987 merely reflects an increase in capacity and a small

drop in production. Overall, these capacity'utilization data

10
Report at Table 1.
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are extremely positive, particularly since utilization rates
for interim 1987 and 1988 were slightly over 100 percent. H

Shipments of shock absorbers and struts displayed the same
rising trend, increasing by value from $940.3 million in 1985
to a very impressive $1.013 billion in 1987. Shipments by |
value also increased as betweeﬁ the interim periods, from
$673.3 million in 1987 to $731.4 million in 1988. These
positive shipment figures reflect the steady rise in unit
values for domestic shipments of both shock absorbers and
struts over the entire period of investigation. 12 Given the
upward trend in unit values throughout our period of
investigation, I attach little significance to the modest drop
in shipments of shock absorbers by quantity from 1985 to
1087, |

ﬁnd4of-period inventories showed significant declines, a
further testiment to the healthy condition of the domestic
industry. Inventdries of shock absorbers dropped by 13.9
percent in 1986 and again by 23.3 percent in 1987, with a

corresponding decrease of 25.4 percent in the 1987-1988

interim. Inventories of struts rose by 12.8 percent in 1986,

11
Id. at Table 2.

12 _
;g. at Table 3.

13 . )
Id. Note, however, that shipments of struts increased
by quantity over the entire period, including the interim.
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only to fall sharply by 22.6 percent'in 1987, and to plummet by

43.8 percent in the interim. For both shock absorbers and

struts, inventories also fell steadily as a percentage of total
shipments. 1

Employment and productivity indicators for this industry
displayed no clear trend, with the number of produqtion workers
for shock absorbers decreasing, and those for struts increasing
substantially, over the three-year period and the interim. The
decline in shock absorber employment reflects the conditions of
one producer, which indicated that its layoffs were
“attributable to productivity imprqvements and'saiés declines.
The two other producers reported no layoffs. 12 Hourly
wages, the number of hours worked, aﬁd total compeﬁsation
fluctuated throughout the period for both shock absorbers and
struts. e faken together with data on increased capacity,
these employment data probably reflect the incréasing
automation of the industry aléng with the steady rise in labor
costs over the period of our investigation. o

The financial indicators attest to the industry's health

and profitability. Only one firm producing both shocks and

Id. at Table 4.
.Id. at Table 5 and A-1l6.

Id. at Table 5.
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struts experienced an operating loss'in 1985, and was
profitable thereafter. With this one exception, all producers
of both shock absorbers and struts were profitable throughout
the three-year period and interim 1988. Aggregate operating
income and operating margins showed net increases over the
entire period. More importantly, both shock absorbers and
struts showed double-digit aggregate operating margins for
~every year within the period of our investigatibn, including
the interim period. e While net sales fell somewhat for
shock absorbers from 1985 to 1987, sales nonetheless remained
at high levels during that period. Net sales of struts
increased markedly during the same period. *

For these reasons, I find élear and convincing evidence
thaf'there is no reasonable'indicafion that the domestic shock
absérber industry is currently experiencing material injury.

" Having so determined, I héve not explored whether the condition

of the industry was caused‘by imports of the product under

investigation.

18
Id. at Tables 7 and 8, and a A-20-A-24. The positive
"trend is even more pronounced for struts.

19

Id. at Tables 7 and 8. At the same time, research and
development expenses for both shock absorbers and struts
decreased by 1.9 percent from 1985 to 1987, and by 15.7
percent from interim 1987 to interim 1988. Id. at A-25.
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No Reasonable Indiéation of Threat of Material Injury

In making my threat determination, I have considered the
factors enumerated in 19 U.S.C. 1677(7)(F), including two new
factors added by the Omnibus Trade and Competitiveness Act of
1988. One of those factors concerns agricultdral products,
which are not at issue here. The other new factor is as
follows:

(10) the actual and potential'negative effects

on the existing development and production

efforts of the domestic industry,. including

efforts to develop a derivative or more

advanced version of the like product.

The petitioner admitted at the Conference that there is no

relation between its research and development efforts and the

20
imports at issue. I will now address the remaining factors.

Petitioner has allegesthat the Brazilian respondent, Cofap,

is on the. verge of nearly doubling its capacity to produce shock
. absorbers, and that the‘United States market is the target of
this increased output.,21 This claim is grounded on Q |
statements in Cofap promotional materials as well as a statement

by cOfap's vice president for sales and marketing to the effect

that Cofap's goal is to capture 10 percent of the U.S. market in

20
Conference Transcript at 80.

21
Petition at 15..
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22
the next two or three years. . Monroe also alleges that

Cofap's increased distribution facilities demonstrates its
ability to increase exports to the United States. * This
allegation constitutes the principal basis for Monroe's
petition, as well. as the basis for Monroe's a;legations
concerning the remaining threat criteria.

Cofap has submitted information indicating that 'its present
capacity is approximately 9 to 10 milli&n“ﬁnifs per year and
that it expects- to increase its capacity to'about 11 million

ﬁnits by 1990. 24; Cofap has argued thét its new plant at
Minas Gérais, Brazil, is meré;y'replécing the.cépaéity-of its
) existihg Santo Andre plant, which is being converted to
production of eléctrénic‘automotivé”cémbonénés. ‘Cofab estimates
that, at most, its'capacity wili réachﬂlB ﬁillion ﬁnits per year
bY,199°~m25

In resolving the question of whether Cofap is doubling its
capacity, based on the exi;ting record, I have weighed the

evidence keeping in mind Congress's directive that any threat

22 - . .
Petition at 17-18; Cofap Post-Conference Brief at
13-~16. C . )

23 . o
Monroe Post-Conference Brief at 17-18; but see
Transcript at 143-144.
24 -

Cofap Post-Conference Brief, Exhibit 11, enclosures
8-9; and Exhibit C. Because the actual capacity figures
are confidential, they are discussed in general terms.

25
Id. at 11-14. Exhibit H, Enclosure 9 indicates that
(Footnote continued)
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must be real and imminent,}and not baséd on mere conjecture or
supposition. From my perspective, Cofap's explanation of the
promotional claims seems credible. 2 Likewise, I find
Cofép's~statemént that it has already allocated all of the new
capacity to various markets credible, 27 particularly given
the lack of any rebuttal evidence from petitioner. There is no
reason to believe that centrary information will be forthcoming
in any fihal investigation. -
. .Turning to the remaining  factors,- one notes at the outset
+that Cofap -accounted for the vast majority of Brazil's shock
. . absorber and strut exports to the United States in 1987. 28
Thus, the'presence of two other shock absorber producers in’
Brazil does not indicate a real or imminent threat of increased
exports to the United States.

Tﬁere are no subsidies involved in this investigation, nor

does the record disclose evidence of third-country

(Footnote continued from previous page)

Cofap anticipates an assembly capacity in 1990 which is
higher than noted above. However, this assembly capacity
is constrained by Cofap's manufacturing capacity.

26 : :

Cofap explains the statement of its vice president of -
intent to capture 10 percent of the U.S. market as
necessary to give prospective purchasers the impression
that Cofap intends to remain in the market. Cofap argued
that a less aggressive statement would have had a negative
effect on sales. Id. at 22.

27
Report at A-29.

28
~Id. at A-27. Because the actual data are
confidential, I discuss them in general terms.
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- dumping. 29 Market penetration of imports fr¢m'Brazil was
negligible throughout the period of investigation, rising only
slightly from 0.2 percent in 1985 to 0.5 percent in 1967, by
units. > ‘Moreover, the combined capacity of all the
Brazilian producers increa$éd onl& slightly from 1985 to 1987,
and their capacity‘utilization rose modestly in 1986 éhly to
fall back to 1985 levels in 1987. i

Baséd on the above, I find no evidence of ény‘real'bf
“imminent rapid increaée in market penetr&tion by the product
under investigation;. Further; given'the‘cénstraints on Cofap's
produdtion capacity, I find no real or imminent threat of'price
suppression or depression. - Adcordingly, i_find clear and
convincing evidence of no reasonable indication of threat of
materiél injury. Based on the high response rate to the
Commission's questionnaires and the relativé ﬁompleteﬁess of
data in the regord.conderning domestic and foreign’

manufacturers, I also find no likelihood that.contrary evidence -

will arise in any final investigation. =

29 _ : . . .
Section 1329 of the 1988 Act provides that the
Commission shall request information regarding dumping in
third countries of the merchandise manufactured by a party
subject to investigation. Cofap stated that there are no -
outstanding dumping findings or remedies against shock
absorbers from Brazil in other GATT member countries.
Transcript at 151. Monroe was unaware of any such
findings. Id. at 81. The staff found no evidence to the
“contrary. . : ' - -

30
Report at A-36.

31 -
Id. at A-28.
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ADDITIONAL VIEWS OF COMMISSIONER RONALD A. CASS

shock Absorbers from Brazil
Investigation 731-TA-421
September 23, 1988

I join my colleagues in determining that no reasonabie
indication exists that an iﬁdustry in the United States has
been materially injured( or is threatened with material
injury. by reason of less than fair value imports ofAshoék
absorbers from Brazil. I also join the Comﬁission's defihition
of the like product and treatment of the issue_of reiated
parties. |

The Commission is required in prelimipary antidumping
investigations to determine whether there is a‘reasonable
iﬁdication that an indﬁstry in the United States has been
materially injured by allegedly dumped imports.l/ The
Commission has interpreted this-legal standard as réquiring
that the Cémmission reach a negative pfeliminary determination
only when the record as a whole persuasively demonstrates that
there is no material injury or threat of such injury and,
further, it is quite unlikely that a final investigation would

adduce contrary evidence sufficient to support an affirmative

1/ 19 U.s.c. §1673b(a).
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final determination.Z/ The Court of Appeals for the Federal
Circuit has indicated that this standard, now referred to as

the American Lamb standard, is a permissible interpretation of

the governing statute.;/

This standard is intended to "weight the scales in favor
of affirmative and against negative détermination,"i/ but it
is not intended-to-pfeclude any possibility of negative
determinations in preliminary investigations. As the Court of
Appeals made clear in its decisioﬁ ih Amgriéén Lamb, in
designing the standard for preliminary antidumping
investigations, Congress sought to balance two competing
concerns.i/v Congress plainly did not want meritorious
petitions rejected, and hence provided that investigations
should continue past the preliminary stage even when the
evidence of recofd was not sufficient to support an

affirmative final determination. The very reason for

2/ See, e.q., Top-of-the-Stove Stainless Steel Cooking Ware
from Korea and Taiwan, Inv. No. 731-TA-304-305 (Preliminary),
USITC Pub. 1820 (1986); Low-Fuming Brazing Copper Wire and Rod
from France, New Zealand, and South Africa, Inv. Nos. 701-TA-
237 and 731-TA-247 (Preliminary), USITC Pub. 1673 (1985). See
also the court's discussion of Commission practice in Avesta
A.B. v. United States, Ct. No. 85-10-01497, Slip Op. 88-72
(C.I.T. June- -7, 1988). ’

3/ American Lamb Company v. United States, 785 F.2d 994 (Fed.
Cir. 1986) : :

4/ American Lamb, 785 F.2d at 1001; see also Yuasa-General
Battery Corp. v. United States, C.I.T. Ct. No. 85-04-00483,
Slip Op. 88-89 (July 12, 1988), at 5.

3/ gee American Lamb, supra, 785 F.2d at 1002-3, citing S.
Rep. No. 1298, 93d Cong., 2d Sess. 171. : :
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providing this intermediate step, however, was Congress'
nlbellef that the costly process of final 1nvest1gatlons both by
this Commission and the Department c¢f Commerce, with the
attendant disruptive effect upon‘trade, should not be endured
unless there were sufficient injury to a domestic industry at
stake to justify}the cost. l
To state p051t1vely the standard suggested by Congress,

' adopted by the Comm1s51on, and approved by the courts, the
~Commlss1on should reach negative determlnatlons when the
,ev1dence of record "on balancewdoes not lend enough support to
the Petltioner's'claim to provide at least a colorable basis
for an affirmative determination and when the relevant
inrormation that remains to be gathered does not leave open |
the prospect that any judgement made‘on the\current record
wellfmight be ehanged at the final determination stage."ﬁ/ In
‘my view, the case before us today unambiguously meets these

criteria.

'Material Infurv by Reason of LTFV Imports

| As in.other Title -VII investigations,‘l have evaluated
the possible ex1stence of materlal 1njury by carrylng out the
three-part 1nqu1ry suggested by the governlng statute. This

inquiry compares the condition of the domestic 1ndustry to the

6/ Electrolvtic Manganese Dioxide from Greece, -Ireland and
Japan, Inv. Nos. 731-TA-406-408 (Preliminary), USITC Pub. 2097
(July 1988) (Additional Views of Commissioner Cass), at 24.
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condition that would'havelexisted had there beeh no less than
© fair value imports by asking'the following questions. First,
how did the prices énd sales of the subject imports change as
a result. of the alleged dumping? Second, how did these
changes in the~marke§:for the subject imports affect prices
and sales of the domeéﬁié liké product? Finally; how, if-at
all, were employment and iﬁvestment'in the domestic industry
affected by the changes in the industry'é prices and sales

that occurred consequént to dumping?

A. LTEV_TImports

Taken at'faée value, the'evidence submitted by‘Petitioner
would indicate that. the prices of the subject imports
substantially decfeased as a result of the dumpiné alleged by
Petitioner. Pétitioher has alleged that the margins of -
dumpiﬁglin'thé saies‘under investigation were large,'indeed‘
enormous, ranging from a low'of approximately‘400‘percent on
some items to. a high of over 1300% on other itemé.l/ As I
have explained eléewhere[ tﬁe'decline in the price of the
subject imports .that occurs és result of dumping will
generally be less than the full amount.of the dumping margin;

the actual decrease, as a percentage of the dumping margin,

1/ petition at Exhibit H. These margins are so high as to
raise a genuine question -as to their reliability. Never-
theless, for the purposes of this preliminary investigation, I
have used Petitioner's data in evaluating the effects of
dumping on the prices and sales of the subject imports.
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will.be, in large measure, a function 6f the proportion of the‘
sales of the subject fofeign producer(s) in their combined |
U.S. and respective home'markets that is accounted for by
sales in their respective home markets.ﬁ/ Throughout the
period covered by the Commission’'s investigation, Respondent
Cofap's sales of shock absorbers in its home market were
substantially'gréater than Respondent's sales in the United
States. ‘Indeed, in 1987 and in the first half of this year,
Respondent's Cofap's sales in Brazil aécdunted for the vast
majority of its.sales in a combined U.S./Brazil market.2/
Respondent's U.S. sales of McPherson. struts -during the same
periods accounted fbr a negligible share~of Respondent's sales
in thét»combined market .10/ Accordingly, for the purposes of
my analysis of this preliminary investigation, I am prepared
~ to conclude that dumping caused a very subsﬁantial decline in

the prices of the subject imports.

8/ See, e.d.., Granular Polytetrafluoroethylene Resin from
Japan, Inv. No. 731-TA-385 (Final), USITC Pub. 2112 (August
1988) (Additional Views of Commissioner Cass) at 74; 3.5"
Microdisks and Media Therefor from Japan, Inv. No. 731-TA-389
(Preliminary), USITC Pub. 2076 (April 1988) (Additional Views
of Commissioner Cass) at 82, n. 100; Certain Bimetallic
Cylinders from Japan, Inv. No. 731-TA-383 (Final), USITC Pub.
2080 (May 1988) (Additional Views of Commissioner Cass) at 43-
44, :

9/ Report at A-30, Table 10. The other Brazilian producers,
Monroe Brazil and Nakata, sold only a very small number of
shock absorbers and McPherson struts in the United States and,
as in the case of Cofap, these sales were only a small
proportion of these firms' sales in a combined U.S./Brazil
market. Id. :

10/ 14,
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The record evidence does not enable me to draw any
precise conclusions respecting the effect that this price
decrease had on the'saies of the subject imports. However, it
is plain that the upper bound‘of thislincrease is the total
“amount of the U.S. sales made by Respondent; that is, the
makimum amount of sales that could have occurred’consequent to
dumping is the ad¢tual total sales made by Respondent. For the
purposes of this preliminary investigation, I have used this
figure as the measure of the increésémin ééles of the subject
_ imports tha;.resulted from dumping, ‘even though this figure

probably overstates the actual increase consequent tb dumping.

B. Domestig¢ Pric and Sale

The record évidence'in this'inVestigation demonstrates
clearly and convincingly that, although there mayfhavé.been
substantial changes in the prices and sales of the subject
imports accompany}ng thegalleged dumping, this did not have a
significaﬁt impact on prices or sales 6f the doméstic like
"prOduct. Notably, tﬁe market share of the subject’imports
was, and continues to be, very small. For exam?le, in 1987
and the fifst half of 1988, these imports accounted for no.
more thanAO.S‘pe;cent of total domestic consumption of shock

absorbers‘and_McPherson‘stfuts’combined;ll/'

11/ 14, at A-36, Table 12.
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Admittedly,»in the case of shock absorbers (but not in
theAcase.of'McPherson‘struts), the market share of the subject .
iimports has risen somewhat compared to earlier periods covered
by the investigation. For example, in 1985 and 1986, the
shares of the domestic market held by 1mports from Brazil were
0.2 percent and 0 5 percent respectively.lg/ Petitioner
claims, in essence, that this increase came entirely at the
expense "of the domestic industry. 13/ - Although there may be
some intuitlve appeal to this argument 14/ the data collected
by the CommiSSion do not support it. '~In 1987 and the.flrst
'half.of 1988, the‘domestic industry's share of total domestic
shock absorber consumption matched or exceeded its all—time
high during the period covered by our investigation 15/
Moreover, the slight increase in Respondent 'S market share
occurred contemporaneously w1th decreases in the market shares
of otherﬂcountries, such as Japan and West Germany —§/ It is
likely that to at least some extent, the subject imports

replaced 1mports from these countries, rather than domestic

12/ 14,

13/ Petition at 40-42.

.li/j:There is, for example, no evidence:intthe record
indicating that there-are large differences between the
subject imports and the domestic like product that would
substantially limit the- substitutability of the two products.

13/ 'Report at A-36, Table 12

16/ 1.



production.ll/ ‘éven;if,.however, the increase‘in shock
absorbers from'Brazil'wholly:displaced‘sales by the domestic
industry, that would not demonstrate a material injury»to the
domestic industry. . The increase in saleS'—- indeed, the
entire volume of sales in the United States by Respondent --
is so small as to fall below the threshold set. by our
antidumping law.

The record is likew1se dev01d of any evidence that the
subject 1mports have had an adverse, materlal impact on
domestic prices. - At the outset, the very limited volume of
the subject imports in the domestic market,”both relativevto;
domestic consumption and to:domestic production ahd:sales,
makes such_an effect highly improbable. . Consistent with that‘
interpretation of the ﬁacts, the data collected by the |
Commission indicate that, with one minor exception, ‘the price
of the domestic like product_has.been increasihg, not
: decreasing.l§/ 'And; despite the sizeable decrease in the“
price of the importstthat can be ihferred_from.the_alleoed
~ dumping margins ahd Respondent's relative sales volumes in the

United States and Brazil, prices of the subject imports appear,

17/ gee usx cOrporation v. United States, Sllp op.. 88 125. at
10 (Cct. Int'l Trade, September 16 1988). - -

18/ gee id. at A- .43, Table 14. The only exception is that
"the weighted-average price of one of the domestic products
surveyed by the Commission -- hydraulic light truck shock '
absorbers —-- fell by one percent in the first quarter of this
year. Id.
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fully comparable to prices df the domestic prqduct.lﬂ/

Ihsqfér as“one can at times infer QOwnwa;d price pressure.from
‘price differénces in markets with pricing lags,lﬁo such
evidence is preéent in thisﬂéase. Moreover, Petitioner does
not even allege that Respondent has depressed prices for shock
ébsorbérs and struts in the United States.22/ . Thus, no
reasohable indication can be foUnd of significanﬁ effects on
either sales or prices of domesticaily produted shock

absorbers and struts.

C. Investment and Empl

As the Views of the Commission suggest, the data relating
to émployment and investment in the domestic industrf are also
not cOnsistent with a finding that the subject imports have
materially injured the dqmestic industfy. Theré is no |
evidence that tﬁeiprofi;abilify'ofvthe dbmestic industry

producing shock absorbers and McPherson struts has declined to

19/ Report at A-40, Table 13. In the aftermarket, branded
products generally appeared to sell for higher prices than
“unbranded but otherwise identical products which were
nevertheless identified by maker to the consumer; Cofap's
‘product appears to compete largely against nonbranded shock
absorbers, and though the domestic products were more
expensive in nominal price, Cofap did not provide the
incentives and promotional devices used by the domestic
manufacturers to lower the price to the consumer.

20/ gee Tr. at 61. Petitioner does allege, however, that
prices will be depressed if dumping continues. See Petition
at 37. Petitioner also argues that Respondent's imports may
have had some impact on domestic industry's promotional
expenditures, but the evidence Petitioner introduced on this
point is ambiguous at best. See Tr. at 27, 43.
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any significant extent; indeed, profitability is at or close

. to its all;time.high during the period covered by .the
investigation.&l4 _The same is true of the industry's capital
’expenditures and research and development_expenses.zg/ .The
average wage peid_to production and related workers,is also at
an all-time highggi/._The.number of workers in the industry
has dropped during the most—recentAperiodéjCOvered by the
~investigation, but not substantially.2$/ .Moreover, it is not
clear that even this limited deoreaee‘refiects actual cutbecks
in employment act1v1ty,_1n the. flrst half o0f-'1988,. fo

.example, the total hours worked by shock absorber productlon

. and related workers 1ncreased relative to the same period in
A1987 even though the total number. of.such workers decreased
over the same_per;od.%i/ AIn.short“Jtheretrs nothing in the
.data collected by the Commissionwthat,would:support an.
inferenoetthatﬁemploymentuand_inyeetment_in.themdomestic
industry have been materially and adversely affected by the

subject imports.

21/ _Q; at A- 20 Table 7; A—Zj;lTableKS."
22/ 14. at A-25.

23/ 14, at A-15, Table 5.

gi/ 14, ~i o ?A .-
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Threat of Future Material Injury

The law requires that a threat of material injury by
reason of tTFV‘imports be "real and_immihent" and not merely'
"speculative" before a threat is deemed sufficient to justify
the‘imposition of antidumping duties. In a preliminary
~investigation, the'quantum of evidence necessary for an
atfirmative determination is lower than in a final
investigation'—- the evidence need only be enough-tO’make out
| a "reasonable 1nd1cat10n“ of threat -= but the underlylng
standard of reallty and imminence is- the same . ~-The
Commission’ S oplnlon explains why the asserted threat here,
which assertedly{Would~come frem increased LTFVAimports from
Brazil, cannot meet that standard.- My discussion of threat
here 1is intended to amplify; ndt to qualify) the Commission's
Views. |

The'CommiSsidn opinionjadvances_three arguments, all.of
which I endorse?~for its cencluSion on this issue. First, the
7evidehce does not suggest that there is in faet‘a commitment
by RespOhdentlto,significantiy increased production of shock
absorbers} There is some evidence to support a conclusion
that sudhaexpansion is- contemplated by Respondent, but on
balance the‘contrary eVidence is persuasive. Second, even
assumlng that Respondent is s1gn1f1cantly expandlng

productlon,-the expan51on does not meet the test of imminence



we have'nsed nreviouslyggﬁ/ *Third,'eyen if‘the expansion of -
Respondent's caoacity to pronCe‘Shock abSOrbers is deemed’
"real and imminent,"gl/'the evidence that imports of
'Respondent‘ssshock‘absorbers into'the United States will~
significantly,inCreaseﬂis,insufficientAto support a‘threat
finding.'eAgain; tnere:is evidence'that'sﬁbbortsvtne

DossibilitQ.that such an'increase in imports would occur, but

on balance the eVidence does not prov1de a reasonable
1ndicatlon of a real and 1mminent threat.

Additional reaSons for rejecting the Petitioner s
assertion that there is: a real threat of imminent increased
imports, beyond those noted by the Commission, should be
noted. One isftnat‘the alleged dumping margins, if not
completelyeinCOmpatiole'with the assertion of a shift of
Respondent's product.toward‘increased:U,S. imports. at least‘
make such'afdeVelonment Questionable;’“If'RespondentAsells its
- output for~£onr.times‘to tnirteen times as much.in’its home
market'as-anroad and sells the greatfmajority of its product
in the home'market,iit seems implaﬁsible"that Respondent would
choose to sell additional output in ‘the United States rather
‘than its home market until its home market price had fallen'

substantially I do not believe it necessary to the decision

26/ when the Commission has found a lesser degree of imminence
sufficient, its determinations have been reversed by reviewing
courts. See, e.d., Alberta Gas Chemical, Inc. v. United
States, 515 F. Supp. 780, 791 (Ct. Int'l Trade 1981).

21/ 1a.
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here to derive'any conclusion from this tension betweén
Respondent's assertions on the margin énd the threat, but I
believe that the tension is worth noting.

Another réason for céncluding that increased imports are
not imminentAis,originéi equipment manufécturers'.
disinclination to alter-rapidly their sources of supply. ' The
small share of the coét of'producing automobiles that shock
absorbers represent, a point noted by Petitibner,2§/ indicates
that automakérs are unlikely to be willing to accept
substahtial uncertainty with.reépect to sources of supply for
.these products to search for lower éost suppliers. Long term
contracts .with automobile producers are standard, and this
practice réduces opportuniﬁiés for dramatic growth in sales of
the subject'imports in the near term.

Finally, »I note a fourth reason for detefmining that no
reasonable indication of threat of material injury: even if
_there were a éignificanﬁ increasé in imports frbm Brazil,
given the very sméll volumequ imports relative_té domestic
production and domestic consumption;'there is no basis for
belief that suéh an increase would materially injure the
doméstic industry. Even at a level significantiy above their
' present volume, imports of Respondent's product would not be
likely to have any material eﬁfect on the sales of the

domestic industry's products or on their prices, nor

2§/ Tr. at 38.
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derivatively on the production, profits, and so on of the

industry.

Conclusion

For these reasons, I join my colleagues in finding no
reasonable indication of material injury, or the threat of

material injury.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On August 9, 1988, a petition was filed with the U.S. International Trade
Commission and the U.S. Department of Commerce by counsel on behalf of Monroe
Auto:- Equipment Co. (Monroe), Monroe, MI. 'The petition alleges that an
industry in the United States is materially injured and threatened with
material injury by reason of imports from Brazil of shock absorbers, 1/

. provided for in item 692.32 of the Tariff Schedules of the United States
(TSUS), and parts, components, and subassemblies thereof, 2/ however provided
for in the TSUS, that are alleged to be sold in the United States at less than
. fair value ' (LTFV). Accordingly, effective August 9, 1988, the Commission
instituted investigation No. 731-TA-421 (Preliminary), under section 733(a) of
the Tariff Act of 1930 (19 U.S.C. § 1673b(a)), to determine whether there is a
reasonable. indication that an industry in the United States is materially
Anjured, .or-is threatened with material injury, or the establishment of an
industry is materially retarded, by reason of such imports.

.Notice of the institution of the investigation. and of a conference to be
. held in'connection therewith was given by posting copies of" the notice in the
- Office of the Secretary, U.S. International Trade Commission, Washington, DC,

and by publishing the notice in the Federal Register of August 17, 1988
(53 .F.R. 31113). 3/ The conference was held in Washington, DC, on August 30,
1988. 4/

‘ On August 29, 1988, the U.S. Department of Commerce initiated an
antidumping Iinvestigation to determine whether the subject’ﬁerchandise is
being, or is likely to be sold in the United Statés at LTFV (53 F.R. 34137,
Sept 2 1988) : ’

The Commission's briefing and vote in this investigatien was held on
September 20, 1988. The statute directs the Commission to make its
" determination within 45 days after receipt of a petition, or in this case by
September 23, 1988.

1/ For purposes of this investigation, the term ”"shock absorbers” is defined
as suspension devices designed to dissipate energy from road disturbances;
consisting of a piston, a fluid or gaseous medium, and a metal cylinder;
primarily used in the suspension system on motor vehicles; provided for in:
item 692.3282 of the Tariff Schedules of the United States Annotated (1987)
(TSUSA); they are also provided for in subheading 8708.80.50 of the Harmonized
Tariff Schedule of the United States (USITC Publication 2030).

2/ None of the respondents to Commission: questionnaires reported any imports
of parts, components, and subassemblies thereof.

3/ Copies-of cited Federal Register notices are présented in app. A.

4/ A list of witnesses appearing at the conference is presented in app. B.
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The Product

Description and uses

A shock absorber is a cylindrically. shaped device designed to limit
uhwanted oscillations and vibrations in a motor vehicle.  The industry
categorizes shock absorbers as dampers, which include several products, such
as the hydraulic damper, the MacPherson strut (strut), the steering damper,
and the engine damper. However, the product subject to this investigation
(the traditional shock absorber (hydraulic damper)) and thé MacPherson

strut 1/ are the only products used in conjunction with the suspension -of an '
automobile. 2/ S

A hydraulic damper is the traditional oil-filled shock absorber used in
an automotive.  suspension system. When mounted as a:component in the :
suspension system, sometimes surrounded by a spring, the hydraulic damper is
designed to. dissipate energy from road disturbances. If a small amount ‘of
nitrogen is added to increase the hydraulic pressure and therefore the spring
rate of the shock, it is commonly referred to as a gas shock absorber.

A MacPherson-strut unit contains a hydraulic damper within it. Thisl
damper may either be an integral part of the sealed strut, as is common
practice with struts made for the U.S. market, or be.a replaceable cartridge
unit within the strut, as is more common on European and some Japanese cars.
Struts with replaceable cartridges usually have oil added to the strut casing
prior to the new cartridge being inserted, as this assists in the conduction
of heat away from the cartridge unit. When the damper is an integral part of
the strut, the upper or outside tube functions as the reserve tube for the '
damper, and the inside portion of the strut performs as: the pressure tube.
MacPherson struts are designed to be load-bearing items of a vehicle’s:
suspension; shock absorbers are not. To accomplish this added function, the
strut is made with thicker metal than a traditional shock absorber. Whereas
both units are designed to absorb axial movements, the MacPherson strut’ also
absorbs side and rotational loads. These struts take the place of-other "
suspension components, such as the upper control arm and upper. ball joint’ ’
while serving to locate the wheel within the manufacturer’s initial design
parameters. Because of the integral nature of such a unit, MacPherson struts
are designed for specific car and light truck applications. The two units are
distinct visually (fig. 1), with the strut having a skirt for a spring
attached to the body of the damper as well as a variety of attachment hardware
affixed to the body of the strut.

1/ Counsel for Companhie Fabricadore de Pecos S.A. (Cofap S.A.) and its U.st
subsidiary, Cofap of America, contend that the correct -like or competitive
product that should be analyzed in this investigation should include
MacPherson struts as well as the traditional shock absorbers. The staff
collected data for both shock absorbers and MacPherson struts and, hence, such
data are presented separately in the report.

2/ Although both shock absorbers and MacPherson struts are used in automobile
suspension systems, they are not interchangeable.
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There are no differences between the uses of an imported shock absorber
- or MacPherson strut and their domestically produced counterparts. There are
no substitute products for either a shock absorber or a MacPherson strut.

Figure 1.--Shock absorber and MacPherson strut

Source: Monroe Auto Equipment‘Co.

Manufacturing process

The manufacturing process for the shock absorber is highly automated and’
consists of two major fabrications (rod and reservoir tube) and two like
subassemblies that are combined to form the final-‘assembly. The rod is first
cold formed, machined in multispindle chucking equipment, and then prepared
for subsequent. finishing processes. The finishing process begins with an
induction hardening and heat-treatment operation, which feeds the article into
a series of grinding and finishing equipment. ' The rod is chrome plated in an
automatic plater and finished in thru-feed "superfinishing” machines.

The rod assembly begins with the welding of a cold-headed piston to the
rod. Valving components, which are made on high-speed presses, 'are then
automatically assembled to the piston for each specific model, and the piston
and rod subassembly is then ready for transfer to the final assembly area.

The reservoir tube subassembly begins with the formation of the basic
tube in the tube-processing area, where the steel strip is rolled to the
desired diameter and resistance-welded in one continuous operation. . After
heat treatment, automatic cranes transfer the ”tubing bar” through the
subsequent drawing and cutoff operations. The cut tubes are then end faced,
chamfered, and washed to prepare for the subassembly and final assembly
operations. At this point, a hydraulic damper made for use in a strut is sent
to multistation assembly modules to complete the reservoir subassembly with
automated assembly and welding stations for the strut spring, bracket, and
base cup. '

At the final assembly station, the piston and rod assembly, the reservoir’
- tube subassembly, and the compression valve assembly are mated with the
cylinder (or pressure) tube (which is made like the reservoir tube but on
different equipment), filled with oil, and stroke tested prior to painting and
shipping.
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U.S. tariff treatment

Imports of shock absorbers and MacPherson struts for automotive use are
not differentiated in the TSUS, both being reported under TSUSA item number
692.3282; comparable products imported from Canada that fall under the
provisions of the Automobile Parts Trade Act (APTA) are reported under TSUSA
item 692.3380. Shock absorbers for automotive use include those for the
suspension of the vehicle, steering and engine- dampers, units used to control
the sway of trailers, and gas struts used to assist a motorist in lifting the
hatchback of cars so equipped, In the Harmonized Tariff Schedule (HTS), both
shock absorbers and MacPherson struts are .classified in subheading 8708.80.50
as suspension shock absorbers for nonenumerated vehicles. In general,
designated beneficiary developing countries are eligible for duty-free entry
of shock absorbers and MacPherson struts under the Generalized System of
Preferences (GSP). However, Brazil, Mexico, and Taiwan have exceeded the
competitive-need limits under TSUS item 692.32 (covering nonenumerated motor
vehicle parts) and are therefore ineligible for GSP benefits for shock
absorbers and MacPherson struts. The change to the HTS is not ‘expected to
affect GSP status for these products.

Shock absorbers, including MacPherson struts, classified in TSUS item
692.32 from countries afforded most-favored-nation (MFN) treatment are
generally dutiable atithe column 1 rate of 3.1 percent ad valorem. This
represents the final staged rate negotiated under the Tokyo Round of -the
Multilateral Trade Negotiations. The column 2 rate of duty is 25 percent ad
valorem. ‘Shock absorbers, if imported from designated beneficiary countries,
are eligible for duty-free entry under the Caribbean Basin Economic Recovery
Act (CBERA). Additionally, they are eligible for preferential tariff
treatment under the United States-Israel Free Trade Area Implementation Act
(UIFTA). In December 1983, in accordance with the General Agreement on
Tariffs and Trade (GATT), the President signed a proclamation of compensatory
concessions to lower the tariff rates on a range of TSUS items, including that
covering shock absorbers. Pursuant to sections 203(a)(l) and 203(e)(l) of the
Trade Act of 1974 (19 U.S.C. 2253(a)(l) and 2253(e)(l)), in accordance with
Articles I and XIX of the GATT, the President proclaimed temporary increased
rates of duty on an MFN basis on certain nonelectric cooking ware of steel,
enameled or glazed with vitreous glasses. To balance these tariff increases
and restore the overall level of benefits of U.S. tariff concessions to Japan
and Spain, the President proclaimed that shock absorbers and 41 other
catagories of imported goods would be temporarily afforded reduced column 1

_rates of duty. 1/ For this purpose, shock absorbers were dutiable under TSUSA

item 947.36 in the appendix to the TSUSA (axle spindles and shock absorbers
for motor vehicles). The reduced column 1 rate of duty ranged between ‘
2.3 percent ad valorem and 2.6 percent ad valorem during the period 1984-87.
This temporary duty terminated on December 31, 1987, at which time the column
1 duty rate on shock absorbers reverted to the regular column 1 rate of

3.1 percent ad valorem. :

1/ Proclamation 5140 of Dec. 19, 1983 (48 F.R. 56553, Dec. 22, 1983).
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Narureiand Excent of Alleéed Sales at iTFV

The petition alleges that, on the basis of a comparison of the U.S. price
and the foreign-market value of the subject shock absorbers in the Brazilian
market, these shock absorbers are being sold in the United States at less than
fair value. 1/ The U.S. price is calculated.using the prices at which Cofap
S.A.’s U.S. subsidiary, Cofap of America, has sold or agreed to sell Cofap
shock absorbers to unrelated purchasers in the United States, with adjustments
for such items as freight, brokerage fees, customs fees, warehousing costs,
etc., to arrive .at a Brazilian ex-factory price. This price 1s compared to
the price at which substantially 1dentical shock absorbers are currently being
sold in Brazil. The alleged estimated LTFV margin ranges from a low of 399
‘percent to a high of 1,305 percent in the seven comparisons offered in the
petition.

U.S. Producers

There have been four U.S. producers of shock absorbers and/or MacPherson
struts during the period of investigation. However, Ford Motor Co. (Ford),
which produced only MacPherson struts, ceased domestic production during the
summer of 1988 and will out-source its strut requirements in the future.
Monrqe,i;he petitioner and largest U.S. shock absorber producer, is
headquartered in Monroe, MI; Maremont Corp. (Maremont), a subsidiary of Arvin
Industries, is headquartered in Nashville, TN; and the Delco Products Division
of General Motors Corp. (Delco), is:based in Dayton, OH. Presently, three new
. firms are being established by their Japanese corporate parents to produce
shock absorbers and MacPherson struts in- the United States. These are:

Kayaba (KYB), with production facilities located in Franklin, IN; Tokico,
located in Berea, KY; and *¥%¥,6 %% .. Following is a list of the locations of
the shock absorber and/or MacPherson strut.production facilities used by each
of the current U.S. producers to serve the U.S. market, with a description of
what each facility produces and the U.S. market segment (OE—Original
equipment) for which these products are destined :

Firm & location Product _ produced Target market
Delco ‘ oo S : .
_ T T I * ]
Ford . - . 3 o . . , . .
’ * * . . . o * . * - % _ %*
Maremont _ e : : ~
* * L% %* % : % *
Monroe ) R S :
% * . ) , * . ¥ N * *

1/ All of petitioner’s allegations-and calculations with respect to alleged
LTFV sales involve Cofap S.A., the.largest:Brazilian producer of the subject
shock absorbers. There are two other Brazilian producers, Nakata S.A.
Industria and Commercio (Nakata) and Monroe’s Brazilian subsidiary Monroe Auto
Pecas S.A. (Monroe Brazil). 1In the petition, as well as the Director of -
Operations’ conference, Monroe stated it has no reason to believe Nakata is
selling shock absorbers at LTFV.. Further, petitioner has stated that
MacPherson struts imported from Brazil are not being sold at LTFV.
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During the period of investigation, Monroe *** reported imports of shock
absorbers and/or MacPherson struts from Brazil. All of Monroe's imports came
from its Brazilian subsidiary, Monroe Brazil, and amounted to *** percent of
total shock absorber imports from Brazil in 1987 as reported by respondents to
Commission. questionnalres *kdk . .

As noted earlier, four U.S. firms accounted for all of U.S. shock’
absorber and/or MacPherson strut production during the period of
investigation. All of these firms have provided data in response to the:
Commission’s questionnaire. Their U.S. plant locations, production, and share
of total production in 1987 are shown in the following tabulation:

Item and firm . . Plant location . Production Share
' Lo 1,000 units Percent
Shock absorbers: T : . - ' :
Delco........ Wieesseadesoe. .. Kettering, OH . dkk dkk
Maremont............. eev.... Chickasha, OK R o
o _ " Pulaski, TN ' -k Fekke
Monroe. ..... e “.v.v...: Paragould, AR ’ '
: - Hartwell; GA: . -
: . . . Cozad, NE S kkk ‘ ek
Total..................... ' . .73,6413°  1/.100.0
MacPherson struts: - ' ' . : B
Delco......... e “<ves.e... Kettering, OH Ll *kek
Maremont............... ++.... Chickasha, OK
- S Pulaski, TN T kkk o RAR
Monroe.......... e .... Hartwell, GA ' :
. - .. Cozad, NE C wkk ek
Ford Motor Co _/ ...... e Ypsilanti, MI L Rk ‘ ol
Total......uoweseuaeuunsds © o . . . 20,497 1/ 100.0

1/ Figures may not add to 100 oue to rounding.
2/ Ford ceased production of MacPherson struts in July 1988.

u.s. 'Importers'

There are. approximately 30-40 major importers of shock absorbers and
MacPherson struts from all.countries. U.S. manufacturers, themselves, are.
importers, bringing shock absorbers and MacPherson struts into the United
States from their facilities ‘located in Latin America, Europe, South Africa,
Canada, and Australia as well as purchasing from foreign producers. In
addition, the U.S. divisions of various foreign car manufacturers import the
products for both their U.S. automobile assembly facilities and as replacement
parts for their automobiles sold.in the United States. Of the importer
questionnaire respondents, the majority were the U.S. subsidiaries of foreign
car manufacturers. However, most .of these importers btought product in from
Japan and West Germany, rather than Brazil
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The primary importer of shock absorbers' and MacPherson struts from Brazil
was Cofap of America, the U.S. subsidiary of Cofap, S.A., the largest
Brazilian producer as well -as the largest supplier to the domestic market in
Brazil. 1In 1987, Cofap of America accounted for *** percent of shock absorber
imports from Brazil reported by questionnaire respondents. *¥¥% 6 k¥*,
accounted for the next largest share of imports from Brazil in 1987, at **%
percent. *%* and *** were the next largest importers among the respondents,
accounting for nearly **%%*.and *** percent, respectively, of reported imports
from Brazil in 1987, *** . With respect to imports of MacPherson struts from
Brazil, Cofap of America accounted for *** percent of imports reported by
respondents, with **%* accounting for an additional *%% percent.

The Domestic Market

The U.S. market for shock absorbers and MacPherson struts is divided
between the OE market.and the aftermarket. The OE-market, which consists
-primarily of -automobile and light truck manufdcturers, constituted
approximately 41 percent of the market for shock absorbers in 1987, with .the
remaining 59 percent going to the aftérmarket. For MacPherson struts, the OE
market accounted for 72 percent of shipments in 1987, with 28 percent going to
the aftermarket. Of the U.S. producers, Delco is the largest participant in
the OE market for both shock ‘absorbers and MacPherson struts, followed by
Monroe and Maremont. In the aftermarket, Monroe is the largest participant,
followed by Maremont, with Delco having a relatively small presence. Imports
from Brazil have generally competed in the aftermarket, but have recently
begun to increase their presence in thé OE market, with Cofap’s contract with
Chrysler to provide approximately *** shock absorbers beginning with the 1989
model year. L

Demand for both shock absorbers and MacPherson struts in the OE market is
derived from the demand for automobiles and light trucks. Suspension systems
generally require four shock absorbers, two shocks and two struts, or four
struts. Beginning in the late 1970s and throughout the 1980s, an increasing
number of automobiles and light trucks have been manufactured with MacPherson
struts in the front of the vehicle and conventional shock absorbers on the
rear of the car. Use of this suspension set-up grew from near zero in 1977 to
a point at which it was used on nearly 80 percent of the automobiles and light
trucks manufactured in the United States from 1985 to 1987. The use of
MacPherson struts has increased as the construction of more and more
automobiles and light trucks has incorporated front-wheel drive and
transverse-mounted engines.

Demand in the aftermarket is largely related to a need to replace damaged
and worn shock absorbers and struts. Additionally, demand depends on the
automobile owner’s perception of improving ride-control characteristics.
Consequently, marketing is a very important factor in developing that
perception and in the promotion of aftermarket sales. Monroe, the petitioner,
is very active in this area, reporting that more than *** percent of its
general, selling, and administrative expenses during 1985-87 were related to
marketing of shock absorbers for the aftermarket. Other factors affecting
demand include the age and type of automobile (the industry considers vehicles
over 2 years old as aftermarket targets), miles driven, and road conditions.
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Replacement shock absorbers and struts are sold through dealers auto repair
shops, auto parts stores, or department stores that
carry automotive supplies.

U.S. consumption .

The Commission sent questionnaires to all the producers of shock
absorbers and/or MacPherson struts in the United States. Questionnaires were
also sent to importers of the subject product from Brazil as well as all
significant importers of the subject product from other countries. Official
import statistics on the shock absorbers subject to this. investigation are

maintained only on a value basis. In addition to shock absorbers, TSUSA item

692.3282 includes MacPherson struts, strut cartridges, steering dampers,
engine dampers, dampers for use on exercise machines, etc. Apparent U.S.
consumption is based on the shipments reported by these producers and
importers. The information on U.S. producers’ shipments accounts for all such
shipments. With regard to Brazil, the information may be understated to the
extent that some firms who import directly from Cofap S.A., rather than
through Cofap of America, did not respond to the Commission questionnaire.
However, staff believes the data reported account for a large portion of
imports from Brazil. Like data on imports from Brazil, import and shipment
data on Canada, Japan, West Germany, and all other countries may be

understated to the extent that not all these importers responded to the
Commission questionnaire.

Apparent U.S. consumption of shock absorbers, based on quantity, declined
steadily from 1985 to 1987, falling by 12.8 percent. Consumption in

January-June 1988° increased slightly by 0.2 percent compared with January-June
1987 (table 1).



Table 1

Shock absorbers “and MacPherson struts
1985-87, January-June 1987, and’ Jdnuary—June 1988

éppéreht U.s.

consumption, by sources,

January-June

Item and source 1985 1986 1987 1987 1988
Quantity . (1,000 units)

Shock absorbers: o _ , ) 4 .
U.S.—produced shipments.. 81,154 75,757 70,545 43,797 43,478
Shipments of imports from:

Brazil.................. 158 399 456 116 262
Canada.......... S . 593 392 - 628 300 289
Japan. ......... ..o .. 1,095 . 864 . . 885 430 424
“West Germany......... s 747 638 592 272 317
All) other coqntrlesn.,.. 784 788 _606 241 . 480

Subtotal....{.(....,.. 3,377 3,081 - 3,167 1,359 . 1,772
Total apparent o ; S

consumption...... ..... 84,531 78,838 . 73,712 45,156 . 45,250

MacPherson struts: .

U.S.-produced shipments... 16,406 19,826 20,703 14,324 15,530

Shlpments of 1mports From; : : : - % ‘
o Brazili.. ¥ L ¥R 20 6%
T CARAR. L e XH e T e e XXM
CJApAN. L 435 1636 878 ."400 439
West. Germany ....... e . 527 . 518 269 115 125
All other countries..... _489 524 - 730 59 503
. Subtotal........ PR 1,471 1,695 1,903 581= . 1,081

""Yotal apparent = ' _ . .
consumption.: ......... 17,877 21,521 22 606 14 905 16,611
. - Value (1 000 dollars)

Shock absorbers . : :. :
U.S. wproduced shlpmcnts 565,510 . 542, 465 . 526,935* 321 342 335,468
:Shipments of imports From: , ST

Brazil....... e e e 877 2 320'- 2,196 614' 1,433
Canada. . .......covvuunn 3,303 3,751 ¢« 6,479 3,215 2,936
Japan...........ccciui.. 15,116 14,375 15,279 7,318 7,813
West Germany............ 9,434 9,953 10,977 13,142 6,039
Al)l other countries..... 8,238 10,909 16,175 3,941 7,273

Subtotal.............. 36,968 41,308 51,106 28,230 25,494
Total apparent

consumption........... 602,478 583,773 578,041 349,572 360,962

MacPherson struts: :
U.S.-produced shipments... 336,101 429,963 448,787 330,165 371,896
Shipments of imports from:

Brazil.................. N e K L KK
Canada..........oovvu.n. L R L XX AN
Japan........... e 10,102 13,453 16,895 7,673 9,398
West Germany............ 2,106 7,307 4,082 1,812 2,231
All other countries..... 7,139 8,423 11,308 1,336 8,116

Subtotal.............. 19,505 29,330 32,574 10,901 19,890

~Total apparent )
consumption........... 355,606 459,293 481,361 341,066 391,786

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Consideration of Alieged Material Injury to an In&uStry in
e the United States

In order to evaluate the condition of the U.S. industry producing shock
absorbers, the Commission sent questionnaires to the three firms that
accounted for all the domestic production of shock absorbers in the United
States during the period of investigation. Additionally, the Commission sent
a questionnaire to the Ford Motor Co., which produced MacPherson struts, but
not shock absorbers during the period of investigation.

U. Sggproduction, capacity, and capacity utilization-

Production of ‘shock absorbers declined from 83. 7 million units in 1985 to
73.4 million units in 1987, a decline of 10. 3. million units or 12.3 percent.
Production in January-June 1988 was off 3.1 percent compared with production
in January-June 1987. (tablé 2). For MacPherson struts, production increased
from 17.1 million units in,1985 to 20.5 million units in 1987, a net increase
of 19.6 percent. For January-June 1988, strut production was up 5.7 percent
over production in January-June 1987, ek,

Average-for-period capacity for shock absorbers rose slightly, from 88.8 -
million units to 89.7 million units over the 1985- 87 period. During the same
period, average-for-period: capacity for MacPherson struts rose by 5.8 percent
from 22.8 million units to 24.1 million units, and capacity for January-June
1988 was 2.3 percent higher than in the corresponding period of 1987. As
noted earlier Ford ceased production of MacPherson struts in July 1988 and
will out-source its strut needs for the foreseeable future from both ‘domestic
‘and foreign producers. ¥¥*, In 1987, Ford accounted for slightly more than
‘*% percent of HacPherson strut capacity in the United States.

With production declining and capacity showing a slight increase,
capacity utilization for shock absorbers declined from 94.2 percent in 1985 to
81.8 percent in 1987. Capacity utilization in January-June 1988 stood at 98.4
percent compared with 103.7 percent in January -June 1987. For MacPherson
struts, capacity utilization trended upward from 75.2 percent in 1985 to 85.1
percent in 1987. Capacity utilization figures for both! January-June 1987 .and
January-June 1988 stood at more than 100 percent of average- for period
capacity. c



Table 2
Shock absorbers and MacPherson struts: U.S. production, capacity, 1/ and
capacity utilization, 1985- 87 . January-June 1987, and January-June 1988

January-June

Item - 1985 1986 1987 1987 1988
Shock absorbers: . _
Production (1,000 units). 83,667 78,549 73,413 46,329 44,892
Percent change......... 2/ -6.1 -6.5 2/ -3.1
Capacity (1,000 units)... 88,780 89,280 89,680 44,640 45,590
Percent change......... 2/ +0.5 +0.4 2/ +2.1
Capacity utilization _ o
(percent).............. 94.2 88.0 81.8 103.7 98.4
MacPherson struts o o
Production (1,000 units). 17,136 120,841 20,497 14,579 15,416
Percent change......... 2/ - +21.6 -1.6 2/ +5.7
‘Capacity (1,000 units)... 22,771 23,246 24,083 12,042 12,323
Percent change......... 2/ +2.0 +3.6 ‘ 2/ +2.4
Capacity utilization T
(percent) ....... e 75.2 89.6 85.1 121:.0 ©125.0
1/ %%,

2/ Not applicable.

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

U.S. producers’ shipments

U.S. producers’ total shipments of shock absorbers declined from 84.0
million units in 1985 to 74.0 million units in 1987, a drop of 12.0 percent,
then dropped by 0.9 percent in January-June 1988 compared with shipments in
January-June 1987 (table 3). Domestic shipments followed the same trend
throughout the period, declining by *** million units, or 13.8 percent, during
1985-87 and declining by 1.3 percent in January -June 1988 compared with
January-June 1987. For MacPherson struts, total shipments increased
throughout the period of investigation. Domestic shipments rose from 1985 to
1986, then showed a slight decline in 1987. Domestic shipments had a net
increase of 17.0 percent from 1985 to 1987 and increased by 11.5 percent in
January-June 1988 compared with January -June 1987.

The value of domestic shipments of shock absorbers declined by 7.1 percent
from 1985 to 1987, then increased by 3.8 percent in January-June 1988 compared
with that in the corresponding period of 1987. The value of MacPherson-strut
shipments had a net increase of 30.7 percent from.1985 to 1987, then grew by
18.1 percent in January-June 1988. The average unit value of domestic _
shipments of shock absorbers increased from *#*% in 1985 to *¥%* in 1987, then
increased further to *** in January-June 1988. The average unit value of
MacPherson-strut domestic shipments grew from *%* in 1985 to **% in 1987, with
a further increase to *%* in January-June 1988. s¥x,
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Table 3

Shock absorbers and Maé?herson.struts: U.s. produceis' shipments, by types,
1985-87, January-June 1987, and January-June 1988

Item and January-June

type of shipment 1985 1986 1987 1987 1988

Quantity (1,000 units)

Shock absorbers:

Domestic shipments....... Yok " eieke C Yk - dedede dedede
Intra/intercompany
transfers.............. Jedede edese 1.1 2 T Jedede fkede
Export shipments......... Jedre Yk ek hakadad badidad
Total........ P . 84,021 - 78,790 73,970 45,611 45,186
MacPherson struts: - . , c .
Domestic shipments....... Fedeke ol - ek fodede ok
Intra/intercompany ' - v
transfers.............. delete detede Jedede . Yekke
Export shipments..... s Fedeke - hdke . elek wdek ek
Total............c00un. 17,608 21,337 22,140 15,200 16,438

Value (1,000 dollars)

Shock absorbers:

Domestic shipments....... Yedede Selede ik T oYk e
‘Intra/intercompany ' . . ; ) )
transfers.............. Yedrk Yok Jedek wdeok Yedede
Export shipments......... driek hadedad bedadad badadad dadad
Total............. e 583,239 558,787 543,223 331,214 346,896
MacPherson struts: S . . _
Domestic shipments....... - ek . Yook Fedeke dedede Fedeke
Intra/intercompany T
transfers.............. |k i A drkk - dekeke ke
Export shipments......... dedede vk ik - ke badadad
Total.................. 357,108 450,955 470,501 342,142 384,523

Unit value (aolldrs)

Shock absorbers:

Domestic shipments....... § ot § dhk | § Wk Yk . § e
Intra/intercompany : ‘
- transfers.............. Fedede Feirke Iricke eiede Feick
Export shipments......... bdadad . deick Yedede Atk - dodede
Average....... e 7.17 . 7.09 7.34 7.26 7.67
MacPherson struts: ) .
Domestic shipments....... § ¥ §. ik § Wk, § ok § ok
Intra/intercompany A B
transfers.............. dedede Feiede . Yol Fededke Fedeke
Export shipments......... Fedeke Yedede dedede kel Feick

Average................ 17.59 21.13 21.25 22.50 23.39

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Export shipments of shock absorbers accounted for between *** and *** percent
of total shipments by U.S. producers, increasing by 19.5 percent from 1985 to
1987. January-June 1988 export shipments dropped 5.8 percent compared with
exports in January-June 1987. MacPherson-strut exports accounted for between ¥
and ¥¥% percent of total shipments by U.S. producers during the period of
investigation. From 1985 to 1987, strut exports increased 19.5 percent, and
January-June 1988 exports were 3.6 percent above January-June 1987 export totals.
The principal export markets for both shock absorbers and MacPherson struts are
Canada, Europe, and Australia.

The value of export shipments of shock absorbers‘:decreased by 8.1 percent
- from 1985 to 1987, then increased by 15.8 percent in January-June 1988 compared
with January-June 1987. The value of MacPherson-strut exports increased by 3.4
percent from 1985 to 1987 and by 5.4 percent in January-June 1988 compared with
January-June 1987.

U.S. producers’ end-of-period inventories

: End-of-period inventories of shock absorbers declined from 11.8 million units
in 1985 to 7.8 million units in 1987, a dfop'of'34.1 pérceﬁt (table 4).
Inventories dropped by an additional 25.4 percent in January-June 1988 compared
_-with inventories in January-June 1987. Inventories as a percent of shipments also
declined, from 14.0 in 1985 to 10.5 in 1987, with a continued drop to 7.6 percent
in January-June 1988 compared with 10.1 percent in the corresponding period of
1987. End-of-period inventories of MacPherson struts showed a net drop of 12.6
percent from 1985 to 1987, then declined 43.8 percent in January-June 1988. As a
share.-of shipments, inventories declined from 7.1 percent in 1985 to 4.9 percent i
1987. .For January-June 1988, the ratio stood at 2.2 percent compared with 4.2
percent- for the comparable period of 1987. : '

Table 4

Shock absorbers and MacPherson struts: U.S. producers’ end-of period
inventories and inventory-to-shipment ratios, 1985-87, January-June 1987, and
January-June 1988 .

January-June--

Item 1985 1986 1987 1987 1988
Shock absorbers:
Inventories (1,000 units).. 11,776 10,133 7,763 9,246 6,891
Percent change........... 1/ -13.9 -23.3 1/ -25.4
Inventory-to-shipment '
ratio (percent)......... 14.0 12.8 10.5 2/ 10.1 2/ 7.6
MacPherson struts:
Inventories (1,000 units).. 1,249 1,410 1,091 1,292 726
Percent change........... 1/ +12:8 -22.6 1/ -43.8
Inventory-to-shipment A
ratio (percent)......... 7.1 6.6 4.9 2/ 4.2 2/ 2.2

1/ Not applicable.
2/ Based on annualized shipments.

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

The number of production and related workers producing shock absorbers
declined from 3,820 workers in 1985 to 3,453 in 1987, a drop of 9.6 percent
(table 5). The number of hours worked declined steadily as well, falling from
8.5 million hours in 1985 to 7.2 million hours in 1987, a drop of 15.8
percent. Hourly wages rose slightly during this time, from $10.85 in 1985 to
$11.24 in 1987, an increase of 3.6 percent. From 1985 through 1987 there was
a decline in both wages and total compensation paid. Labor productivity,
measured in units per hour, increased from 9.79 in 1985 to 10.20 in 1987, then
dropped slightly .in January-June 1988, measuring 11.91 compared with 12.52 for
the corresponding period in 1987. Unit labor costs rose from §1.38 in 1985 to
$1.43 in 1987. For January-June 1988, unit labor costs stood at $1.31
compared with $1.17 during the same period of 1987

With regard to MacPherson struts, the number of production and related .
workers increased from 1,557 workers in 1985 to 1,963 in 1987, an increase of
26.1 percent. The number of hours worked also increased, from 3.5 million
hours in 1985 to 4.5 million hours in 1987, an increase of 27.1 percent.
Hourly wages dropped during this time, from $13.80 in 1985 to $13.07 in 1987,

a decline of 5.3 percent. Both wages and total compensation paid increased
from 1985 through 1987. Labor"pfoductiﬁity decreased from 4.83 units per hour
in 1985 to 4.54 units per hour in 1987. Unit labor costs rose during the same'
period, climbing ‘from $3.97 in 1985 to $4.15 in 1987 ' ~

Delco was the only one of the three producers of shock absorbers the
production workers of which were represented by unions, whereas HacPherson
strut production workers had union representation at both Delco and Ford.
Thus, for 1987, *¥* percent of shock-absorber production workers and dedek
percent of MacPherson-strut. production workers were represented by unions.
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Table 5 ; : . .

Shock absorbers and.MacPherson struts: Employment of production and related
workers and their hours worked, wages paid, total compensation, productivity,
and unit labor costs, 1985-87, January-June 1987, and January-June 1988

. . R ‘ January-June .
Item, . .\, N 1985 1986 1987 1987 1988
Shock absorbers:
Production and related . v
workers................ . 3,820 3,562 3,453 3,548 - 3,274
Percent change........ . 1/ -6.7 -3.0 1/ -7.7
Hours worked (1,000 hours). 8,542 - = 7,737 7,192 3,698 . 3,768
Percent change ' 1/ C-9.4 ©-7.0 1/ +1.8
Wages paid (1,000 dollars). 92,731 87,223 80,904 40,588 44,183
Percent change....... et 1/ -5.9 . -7.2 i/ - +8.8
Total compensation (1,000 ) )
_ dollars)............... 115,505 112,422 105,472 54,532 58,911
- Percent change........... 1/ -2.6 -6.1 1/ +8.0
Wages per hour............. . $10.85 $11.27 $11.24 $10.97 . - §11.72
Productivity (units : B '
per hour)................ 9.79 10.15 10.20 12.52 11.91
Unit labor.costs........:.. $1.38 $1.43 $1.43 $1.17 - 81.31
MacPherson struts: .
Production and related
workers............. oo 1,557 0 1,846 1,963 1,996 2,070
Percent change........... 7 . +18.5 . +6.3 1/ - +3.7
Hours worked (1,000 hours). 3,544 4,364 4,506 2,253 2,484
‘Percent change ' 1/ T +23.1 +3.2 1/ +10.2
Wages paid (1,000 dollars). 48,938 . 56,120 58,933 29,006 35,170
Percent change.......... . 1/ +14.6 +5.0 1/ +21.2
Total compensation (1,000 ' , :
dollars).............. . 68,112 80,536 = 85,081 . 43,062 51,576
_Percent change........... 1/ . +18.2 +5.6 1/ +19.8
Wages per hour............. '$13.80 $12.85 $13.07 $12.87 $1a.15
Productivity (units : - ' .
per hour)................ 4.83 4. 77 4.54 6.47 6.20

Unit labor costs........... $3.97 $3.86 $4.15 $2.95 $3.35

1/ Not available.

Source: Compiled from data submitted in response to questionnaires o. the
U.S. International Trade Commission.
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In its questionnaire, the Commission requested U.S. producers to provide

detailed information concerning reductions in the number of workers producing
" shock absorbers and/or MacPherson struts from 1985 through June 1988, if such
reductions involved at least 5 percent of the workforce or. 50 workers. ¥
and ¥¥* reported no layoffs for either shock-absorber or MacPherson-strut
operations during the period of investigation. #¥* reported total permanent
layoffs of %** people for its shock-absorber operations from 1985 through June
1988, % attributed *¥*¥* percent of the layoffs to productivity improvements,
with the balance attributed to sales declines. Ford, as noted earlier, ceased
its domestic production of MacPherson struts this summer and has permanently
laid off its %*¥¥* production and related employees at its Ypsilanti, MI,
facility. Ford indicated it would out-source its MacPherson-strut needs. A
summary of these actions is provided in the tabulation that follows:

No. of
Firm and item Workers Date - Duration Reason
Shock absorbers: _ :
ke L. dedek 1985 - Permanent - Sales decline
dededke 1985 ‘_ Permanent " Productivity
improvements
Fedede 1987 Permanent Sales decline
Fedede 1988 60._days Temporary sales
: , decline
MacPherson R B ‘
struts: o
Ford........... ek 1/ 1988 ’ Permanent "Corporate decision
: to out-source
struts

1/ Ypsilanti, MI plant.
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Financial experience of U.S. producers

Three producers, accounting for all shock-absorber shipments in 1987,
provided usable income-and-loss data on the overall operations of their
establishments within which shock absorbers and MacPherson struts are
produced, as well as on their operations producing shock absorbers and
MacPherson struts. 1/ Another firm 2/ produced only struts during the period
of investigation; therefore, its data for these operations are shown
separately in appendix C.

Overall establishment operations.--Aggregate income-and-loss data on
overall establishment operations are presented in table 6. Overall
establishment isales of the U.S. producers (excluding Ford) increased from
$1.064 billion in 1985 to $1.126 billion in 1986, representing an increase of
5.8 percent. Compared with the level of sales in 1986, sales in 1987 declined
slightly to $1.108 billion, or by 1.6 percent. Overall, there was an increase
‘of 4.1 percent in net sales from 1985 to 1987. During the interim period
~ended June .30, 1988, aggregate net sales totaled $829.8 million, up 6.2
percent from net sales of $781.5 million‘reportqd during interim 1987.

_ Operating income .increased in 1986 to $182.1 million, up 16.6 percent
from the -§156.2 million reported for 1985. The increase continued in the 1987
accounting year, with income of $183.1 million, or an increase of 0.5 percent
- from 1986 and 17.2 percent from.1985. The operating margins ‘during the

1985-87 period were 14.7 percent, 16.2 percent, and 16.5 percent,
‘respectively. One firm experienced an operating loss in 1985 but was
. profitable thereafter, whereas the other firms were profitable throughout the

~.-investigative period. Operating income fell to $132.2 .million during interim

1988, down 6.0 percent from the $140.6 million reported during interim 1987.
The operating margins for the 1987 and 1988 interim periods were 18.0 percent
and 15.9 percent, respectlvely

1/ Delco, Maremont, and Monroe.
"2/ Ford.



Table 6

s ,A;iaA

Income-and-loss experience of U.S. producérs4on che overall operétions_of
their establishments within which shock absorbers and MacPherson struts are
produced, accounting years 1985-87 and interim periods endéd June 30, 1987,

and June 30, 1988

" Interim period
- ended June 30--

Item 1985 1986 1987 ’ 1987 1988
Value (1,000 dollars) -
Net sales......... e 1,064,555 1,126,619 1,108,305 - 781,450 829,814
Cost of goods sold..... - 762,055 798,929 - 777,443 557,292 605,691
Gross profit........... 302,500 327,690 330,862 . 224,158 224,123
General, selling, and : : ’
administrative . . o '
eXpenses. ............ 146,319 145,604 147,780 83,562 91,932
Operating income..... - 156,181 182,086. 183,082 140,596 132,191
Interest expense....... 2,194 1,922 2,549 1,251 1,518
Other income, net...... (8,055) (11,969 (12,956) (6,468) (10,079)
Net income before ' o A o ' '
income taxes......... - 145,932 168,195 . 167,577 132,877 . 120,594
Depreciation and amorti- . . . B
zation included ' ‘ .
above............... . 32,080 31,385 33,720 . 25,210 - 26,134
Cash-flow 1/......... 178,012

Cost of goods sold....
Gross profit .........
General, selling, and
administrative
eXpenses............
~ Operating income...... ,
Net income before
income taxes........

Operating losses......
Net losses............

199,580 201,297 158,087 146,728

71.6

- Share of net sales (percent)

70.9 70.1 71.3 73.0

28.4 29.1 29.9 28.7 " 27.0
13.7 12.9 ©13.3 107 11.1
14.7 16.2 - 16.5 . 18.0 ©15.9

13.7 14.9 "15.1 17.0 14.5

Number of firms reporting

1 o 0 0. 0

1 0 0 : 0 0

3 3 3 3 3

1/ Cash-flow is defined as net inc

amortization.

ome or (loss) plus depreciation and

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade

Commission.
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~ Operations producing shock absorbers.--Aggregate -income-and-loss data on
shock-absorber 6perations,are presented in table 7. Shock absorber sales of
- the U.S. producers fell from $579.8 million in 1985 to $555.3 million in 1986,
representing a decrease of 4.2 percent. Compared with the level of sales in
1986, sales in 1987 declined slightly to $538.9 million, or by 3.0 percent.
Overall, there was a decrease of 7.1 percent in net sales from 1985 to 1987.
During the interim period ended June 30, 1988, aggregate net sales totaled
$343.1 million, up 8.3 percent from net sales of $316.9 million reported
during interim 1987.

Operating income increased in 1986 to $83.9 million, up 18.5 percent from
the $70.8 million reported for 1985. There was a decline, however, in the
1987 accounting year, with income of $78.9 million, or a decrease of 5.9
percent from 1986 but, nevertheless, a level 11.5 percent greater than that
attained in 1985. The operating margins during 1985-87 were 12.2 percent,
15.1 percent, and 14.6 percent, respectively. One firm experienced an
operating loss in 1985 and was profitable thereafter. Operating income
increased slightly during interim 1988, up 1.7 percent to $40.9 million from
$40.2 million reported during interim 1987. The operating margins for the
1987 and 1988 interim periods were 12.7 percent and 11.9 percent,
respectively. No firm .reported an operating loss in either of the interim
periods. : :
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Table 7 )
Income-and-loss experience of U.S. producers on.their operations producing
shock absorbers, accounting years 1985-87 and interim periods ended June 30,
1987, and June 30, 1988

Interim period
: c . ended June 30--
Item 1985 1986 _1987 1987 . 1988

Value (1,000 dollars)

Net sales................. ... 579,811 555,313 538,882 316,867 343,119
Cost of goods sold........... 399,292 367,763 347,739 214,333 237,812
Gross profit............. .... 180,519 187,550 191,143 102,534 105,307
General, selling, and : ’ '

administrative :

EXPENSeS. ...ttt 109,753 103,692 112,272 62,338 64,443

Operating income............. ~70,766 83,858 78,871 40,196 40,864

Share of net sales (percent)

Cost of goods sold........... " '68.9 66.2 64.5 67.6 | 69.3

Gross profit .......... PR 31.1 33.8 35.5 32.4 30.7
General, selling, and

administrative expenses.... 18.9 18.7 20.8 19.7 18.8
Operating income............. 12.2 15.1 14.6 12.7 11.9

Unit value (dollars per unit)

Net SaleS......ouuieeennennn, $6.97 . $7.08 $7.39 $7.03 $7.69

Cost of goods sold........... 4.80 4.69 4.77 4.75 5.33
Gross profit...... L 2.17 2.39 2.62 1/ 2.27 2.36
General, selling, and

administrative ' i '

eXPensSes. . ........... ceeees 1.32 1.32 1.54 1.38 1.44
Operating income............. .85 1.07 - 1.08 .89 .92

Number of firms reporting

Operating.losses............. 1 J o 0
3 ’ 3 3 3

w o

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. ’
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The profitability of each producer of shock absorbers is shown in the
following tabulation (in thousands of dollars except where noted):

-Item

Net sales:

Operating income or (1oss)}
Monroe.....................

Operating income or (loss)
-as a percent- of sales:
Monroe...... RIS P

1085 198

Interim period

ended June 30--

1986 1987 1987 1988

Yotk Yedede Jedede Jedck Yo
Yedede dedede Jekede Ko Yedeske
sesede Sedede defcde . dedede Sedee
579,811 555,313 - 538,882 316,867 343,119
4*** Fedeve %** dedede ek
bk Federe Yedek Jedede Jedee

| Hedede Yedede Fedede bk *odede
70,766 83,858 78,871 40,196 ° 40,864
Frdck Yevdese deicke ik Fededke

| kR s Fefede Sedede dedese
dek Yo Fekede Fedede Sedede
12.2 15.1 14.6 12.7 11.9

.The *** of general, Selliﬁg, and administrative (GS&A)‘expenses of the
petitioner are related to marketing shock .absorbers for the replacement
market. The MacPherson strut is a somewhat recent innovation and during the
period of investigation had less significance in the replacement market than
did shock absorbers. The petitioner’s marketing expense is detailed for shock
absorbers and struts for both the aftermarket and original equipment
manufacturers (OEM) segments in the folloving taﬂulation (in thousands of

dollars except where noted)

Shock absorbers

_ Aftermarket OEM

-Petitioner’s marketing
expense:
1985........... e

Percent of GS&A~
(1985-87)...........

i1

i

{53

*
i

Struts '

Aftermarket OEM

1343

{ER



A-22

5

An automoblle replacement parts industry suvvey in 1987 1/ pro;ected a
moderate and steady growth for this 1ndustry :

.General Motors has estlmated sales growth of automotive aftermarket
parts at 2.5%-3% over the next few years, excluding the effects of
inflation. MEMA has estimated that the number of vehicles in use would
rise at an average compound rate of 3.3% through 1990, which should
benefit replacement parts makers.

.The replacement parts business should maintain its moderate, long-
range demand growth trend, and its superior stability relative to the
automotive original equipment field is virtually assured. Sales will be
aided by the expanding car and truck population, stepped-up automotive
inspections by states, a price structure that should at least offset

~inflationary impacts, and the constantly growing complexity of motor
vehicles...” : T

Approximately ¥¥%%* percent of the petitioner’s shock absorber shipments
and **%* percent of its strut shipments in 1987 were to the replacement
market. On the other hand, an official 2/ of Delco indicated that practically
all of its marketing is directed to the original equipment manufacturers and,
thus, the shock absorber aftermarket is not significant for it. According to
this same official, the imported product 'is competing primarily in the
replacement market with little, or no, effect on its profitability.

Operations producing MacPherson struts.--Aggregate income-and-loss data
on strut operations (for all producers except Ford) are presented in table 8.
Strut sales of the U.S. producers increased from $272.8 million in 19835 to
$369.5 million in 1986, representing an increase of 35.4 percent. Compared
with the level of sales in 1986, sales in 1987 increased by 6.4 percent to
$393.0 million. Overall, there was a substantial increase-of 44.0 percent in .
net sales from 1985 to.1987. During the interim .period ended June 30, 1988,
aggregate net sales totaled $342.3 million, up 9.8 percent from net sales of .
$311.8 million reported during interim 1987. .

Operating income increased in 1986 to $60 4 million up 43 7 percent from
the $42.1 million reported for 1985. There was a decline, however, in the
1987 accounting year with income of $57.4 million, or a decrease of 5.1
percent -from 1986 but, nevertheless; up 36.3 percent from 1985. The operating
margins during 1985-87 were 15.4 percent, 16.4 percent, and 14.6 percent,
respectively. No operating losses on strut operations were experienced
by the U.S. producers during the period of investigation. Operating income:
fell to $60.7 million during interim 1988, down 3.3 percent from the $62.8
million reported during interim 1987. The operating margins for the 1987 and
1988 interim periods were 20.1 percent and 17.7 percent, respectively. No
firm reported an operating loss in either of the interim periods.

1/ Standard & Poor'’s Industry Surveys, Automobile Industry, Nov. 19, 1987.
2/ wkk, .



Table 8

Income-and-loss experience of U.S.  producers on their operations producing
MacPherson struts, accounting years 1985-87 and interim periods ended June 30,

1987, and June 30, 1988

Interim period
ended June 30--

Item 1985 1986 1987 1987 1988
Value (1,000 dollars)

Net sales....... I 272,812 369,495 392,960 311,767 342,315
Cost of goods sold.......... 207,027 280,615 306,481 232,481 262,119
Gross profit or (loss)...... 65,785 88,880 86,479 79,286 80,196
General, selling, and

administrative

expenses......... T . 23,716 - 28,433 29,119 16,494 19,489
Operating income or - '

(loss).......... e L. 42,069 60,447 57,360 62,792 60,707

Share of net sales (percent)

Cost of goods sold.......... 75.9 75.9 78.0 74.6 76.6
Gross profit ............... 24.1 24.1 22.0 25.4 23.4
General, selling, and

administrative expenses... 8.7 7.7 7.4 5.3 5.7
Operating income or (loss).. 15.4 16.4 14.6 20.1 17.7

Unit value (dollars per unit)

Net sales..........:.c.0nunn. $20..09 $23.00 $25.04 $30.04 $28.17
Cost of goods sold.......... ¥ 15.24 17.47 19.53 22.40 21.57
Gross profit or (loss)..:..... 1/ 4.84 5.53 5.51 7.64 6.60
General, selling, and

administrative

EXPENSES . o oot v et 1.75 1.77 1.86 1.59 1,60
Operating income or - '

(loss) ..o i it 1/ 3.10 3.76 3.65 6.05 5.00

Operating losses............
Data........... ..

Number of firms reporting

o
3

0 ) 0
3 3

0
3

1/ Numbers do not foot due to rounding.

Source:

U.S. International Trade Commission.

Compiled from data submitted in response to questionnaires of the
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Selected financial data for the strut operations of Ford Motor Company,
which did not have shock-absorber operations during the period of
investigation, are shown below with the aggregate strut data of producers with
both shock-absorber and strut operations during :he period (in thousands of

dollars):

Item

Strut net sales:
Combination producers......
Ford Motor Co............. E

Operating income or (loss):
Combination producers......

Ford Motor Co........... o

Operating income: or
. (loss) as a
percent of sales:
Combination producers....
Ford Motor Co............
Weighted-average.......

Interim period

ended June 30--

1985 1986 1987 1987 1988
272,812 369,4954 392,960 311,767 342,315
Fedede Yedese ek Jedede Fedede
Yedede Fevede dedede Yedede dedee
42,069 60,447 57,360 62,792 60,707
Yedede Yedede dedede . dedede Fedede
Yedrve. Jevede dedede Yook Yoo
15.4 16.4 14.6 20.1 17.7
Jedede Yedrde Yedede dedek ke
e ke Sedete Yedede Yedeke

Complete income-and-loss data on Ford Motor Company'’s strut operations

are shown in appendix C.

Value of plant, property, and equipment.--The data provided by the

producers on their end-of-period investment in productive facilities in which
shock absorbers and struts are produced are shown in the following tabulation

(in thousands of dollars):

As of end of accounting year--

Item 1985
All products of
establishments:

Original cost........ 479,844

Book value........... 207,429
Shock absorbers:

Original cost........ 208,209

Book value........... 81,430
Struts:

Original cost........ 154,237

Book value........... 97,931

1986

429,131
216,189

178,605
95,974

185,543
96,499

1987

515,960
253,152

197,982
92,671

208,797
130,835

As of June 30--

1987

495,123
237,447

194,702
93,933

191,029
114,034

1988

547,310
260,244

207,232
91,564

232,682
142,903



A-25

Capital expenditures.—-Tne data provided by the producers relative to
their capital expenditures for land, buildings, and machinery and equipment
used in the production of shock absorbers and struts are shown in the

following tabulation (in thousands of dollars):

Interim period
ended June 30--

Item ‘ o 1985 1986 1987 1987 1988
All products of establishments:
Land and land improvements. .. 603 631 502 403 67
Buildings and leasehold
improvements.......... e 2,289 2,579 2,415 1,572 1,783
Machinery, equipment, and .
fixtures................ .. 30,221 35,369 43,069 22,594 14,635
Total............. e 133,113 .38.579 45,986 24,569 16,485
Shock absorbers:
Land and land improvements 124 127 127 78 27
Buildings and leasehold v
improvements........ e 593 687 689 352 632
Machinery, equipment, and
fixtures........ P 7,579 7,676 7,012 3,955 3,376
Total................. e 8,296 8,490 7,828 4,385 4,035
Struts: ‘ : .
Land and land improvements . 342 359 279 231 35
Buildings and leasehold , ’
improvements............... 1,231 1,396 1,400 " 911 1,060
Machinery, equipment and .
fixtures.............. e 18,398 23,166 33,081 15,410 9,431
34,760

Total..... J 19,971 24,921

16,552 10,526

Research and development expenses. --Research and development expenses for
shock absorbers and struts are shown in the following tabulation (in thousands

of dollars)

Item _ ' 1985 1986

Shock absorbers..... ....; ..... 15,836 13,210
Struts..........iiiv... ev.. . 28,212 . 22,468

1987

©-17,051

26,161

Interim period
ended June 30--

1987 1988

8,771 7,481

17,789 14,887
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Consideration of the Question of
Threat of Material Injury

Sectlon 771(7)(F)(1) of the Tariff Act of 1930 (19 U.s.C. § 1677(7)(F)(i))
provides that--

In determining whether an industry in the United States {is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall consider,
among other relevant factors 1/-- :

(I) If a subsidy is involved, such information as may be.
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the subsidy
is an export subsidy inconsistent with the Agreement),

(II) any increase in production capacity or existing unused
capacity in the exporting country likely to result in a
significant increase in imports of the merchandise to the
United States,

(IITI) any rapid increase in United States market penetration
and the likelihood that .the penetratlon will increase to an
injurious level,

(IV) the probability that imports of the merchandise will
enter the United States at prices that will have a- depressing
or suppressing effect on domestic prices of the merchandise,

(V) any substantial increase in inventories of the.
merchandise .in the United States

(VI) the presence of underutilized capacity for producing the
merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate the
probability that the importation (or sale for importation) of
the merchandise (whether or not it is actually being imported
at the time) will be the cause of actual injury,

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign manufacturers
which can be used to produce products subject to
investigation(s) under section 701 or 731 or to final orders
under section 736, are also used to produce the merchandise
under investigation, '

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
"Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.”
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{IX) in any investigation under this title which involves
imports of both a raw agricultural product (within the
meaning of paragraph (4)(E)(iv)).'and any product processed
from such raw agricultural product, the likelihood that there
will be increased imports, by reason of product shifting, if
there is an affirmative determination by the Commission under
section 705(b)(1l) or 735(b)(l) with respect to either the raw
agricultural product or the processed agricultural product
(but not both), and

(X) the actual and potential negative effects on the existing
development and production efforts of the domestic industry,
including efforts to develop a derivative or more advanced
version of the like product. 1/

Information on the volume, U.S. market penetration, and pricing of
imports of the subject merchandise (items (III) and (IV) above) is presented
in the section entitled "Consideration of the causal relationship between
imports of the subject merchandise and the alleged injury;" and information on
the effects of imports of the subject merchandise on U.S. producers’ existing
development and production efforts (item (X)) is presented in the section
entitled "Consideration of alleged material injury to an industry in the
United States." Available information on U.S. inventories of the subject
product (item (V)); foreign producers’ operations, including the potential for
"product-shifting"_(items (I1), (VI), (VIII) and (IX) above); any other threat
indicators, if applicable (item (VII) abhove), follows.

The shock absorber industry in Brazil

, There are three producers of shock absorbers in Brazil: Companhia
Fabricadora de Pecas (Cofap S.A.), Nakata S.A. Industria & Commercio (Nakata),
and Monroe Auto Pecas S.A. (Monroe Brazil). All three firms produce
MacPherson struts as well.

Cofap S.A., headquartered in Sao Paulo, Brazil, is Brazil's largest
automotive parts manufacturer. 1In 1987, Cofap accounted for nearly *#%%
percent of shock-absorber and *** percent of MacPherson-strut sales in the,
Brazilian domestic market. Additionally, Cofap S.A. is the largest Brazilian
exporter of shock absorbers and struts to the U.S. market. 1In 1987, Cofap
S.A. accounted for more than *** percent of shock-absorber and *** strut
exports from Brazil to the United States. The major portion of Cofap's
exports to the United States goes to the attermarket, but recently, with sales
to Chrysler, it has begun to participate in the OE market. 1In addition to

1/ Section 771(7)(F)(iii) of the Act (19 U.S.C. { 1677(7)(F)(iii)) further
provides that, in antidumping investigations, ". . . the-Commission shall
consider whether dumping in the markets of foreign countries (as evidenced by
dumping findings or antidumping remedies in other GATT member markets against
the same class or kind of merchandise manufactured or exported by the same
party as under investigation) suggests a threat of material injury to the
domestic industry." There are presently no dumping findings or antidumping
remedies  in other GATT member markets against shock absorbers from Brazil.



A-28

shock absorbers, Cofap  S.A. produces piston rings, gas springs, cylinder
sleeves, piston and liner assemblies, camshafts, engine blocks, cylinder
heads, castings, sintered parts, polyurethanes, and automotive exhaust systems.

Nakata, located in Sao Paulo, had domestic sales of *** shock absorbers
(including struts) in 1987. 1In addition to its sales in the domestic market,
Nakata sold *** shock absorbers in the export markets with *** of those units
going to the United States. As noted earlier, petitioner stated in the
petition that it has "no reason to believe that Nakata is selling shock
absorbers at LTFV in the U.S. market at this time". 1/

Monroe Brazil, also headquartered in Sao Paulo, is a wholly owned -
subsidiary of Monroe that produces both shock absorbers and MacPherson
struts. Monroe Brazil is the second largest producer in Brazil and accounted
for *** percent of Brazilian shock-absorber sales and *** percent of strut
sales in 1987. Monroe Brazil's shock-absorber and strut exports to the U.S.
market are quite limited, with most of its exports going to the Latin American
market. ‘

" Information on production, capacity, 2/ and capacity utilization of these
companies in Brazil is presented in table 9. 3/ The combined capacity for the
companies grew from **%* million units in 1985 to *** million units in 1987.
January-June 1988 capacity figures stood at *** million units compared with
*%% million units for January-June 1987. Production increased from #*%%
million units in 1985 to **% million units in 1987. Production in
January-June 1988 increased to *** million units compared with *#%* million
units in January-June 1987. Capacity utilization increased from 95.0 percent
in 1985 to 97.3 percent.in 1986, then declined to 95.3 percent in 1987.
Capacity utilization declined to 90.0 percent in January-June 1988 compared
with 94.0 percent in the corresponding period of 1987. %%,

1/ Petition at p. 16.

2/ In the petition and at the staff conference, Monroe made note of magazine
articles and a Cofap of America advertisement indicating that Cofap S.A. has
recently completed a new production facility in Lavras, Minas Gerais, Brazil,
which allegedly will be able to produce an additional 7.5 million units per
year. Monroe believes that approximately 70 percent of this capacity is
intended for shock absorber production. (Petition at p. 39 and app. C.) At
the staff conference, Mr. Fernand Setton, .Executive Vice-President of
Operations at Cofap S.A. and President of Cofap of America, stated that the
new facility is to replace, rather than add to, its current facility, which is
to be used for other facets of Cofap S.A.’'s automotive parts operations. Mr.
Setton stated that the new facility will increase its current shock absorber
capacity "only slightly." (Transcript at pp. 130-31.)

3/ Counsel for both Monroe and Cofap S.A., as well as the Department of State
cablegram concerning Nakata provided capacity information only on an aggregate
basis rather than separating it for shock absorbers and MacPherson struts.
Thus, the capacity, production, and capacity utilization data in table 9 are
presented on an aggregated basis.
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Table 9

Shock absorbers and MacPherson struts: Production, capacity;_and-capacify
utilization of Brazilian producers, aggregated, 1985-87, January-June 1987,
and January-June 1988

January-June

Item and source 1985 1986 1987 1987 1988

Quantity (1,000 units)

Shock absorbers
and MacPherson struts:

Production:
Cofap................. deleke Jedek Federke Fedeke Jedode
Monroe Brazil......... Jedede dedeke - - dedede Sedede Jedede
Nakata................ Jedede Jedeke dedode dedede Sedede
Total....... o, Jedede Jedede Yevede Jedede Jesee
Capacity ' _ ’
Cofap.....oivvununnan. el dedede dedee Fedede devede
Monroe Brazil......... Kokl Yedede Sedeve Jedeke Yededle
Nakata......... e e e e Yedede Jedede . k¥ Fedede Fedede
Total............ L Yedede Jedede Fedede dedede Jesede
Percent
Capacity utilization : :
Cofap................. Jedede ook Fedek Fodek dedeke
Monroe Brazil......... dedede Jedede Sedeke Kk Jekede
Nakata......ououeevn.. Jedede Jedede T dedeke Fedede Jedede
Average............. 95.0 97.3 95.3 " 94.0 80.0

Source: Compiled from data submltted by counsel for Cofap S.A. and Monroe and
Department of State cablegram

As noted earlier, Cofap S.A. is moving to a new production facility. 1In
its posthearing submission, Cofap S.A. projects it will have total capacity of
¥%%% million units for automobile shocks (including MacPherson struts) plus a
line for miscellaneous production, mostly special pieces, samples, and
developmental work. Additionally, Cofap S.A. stated that according to its
3-year production plan, the entire programmed increase in producticn is
already allocated to various markets, and it has neither the intention nor the
capability to penetrate the U.S. market to a level of more than 1 or 2
percent. 1/

Monroe Brazil indicated it had no plans for big changes in its production
capacity or domestic sales in the near future, hoping to make whatever
improvements it could in product1v1ty in order to raise capacity. Nakata’s
response to the Commission’s inquiry gave no indications of .its plans.

The Brazilian producers also provided information on their shipments and
inventories of shock absorbers and MacPherson struts. This information, which
is presented in table 10, shows that shipments 6f shock absorbers in Brazil
increased by 27.4 percent from 1985 to 1986, then declined by 13.0 percent in
1987. Shipments in Brazil decreased by 6.4 percent in January-June 1988
compared with those in .January-June 1987. Shipments of shock absorbers to the

1/ Posthearing brief on behalf of Cofap S.A. and Cofap of America at pp. 13-14.
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Table 10

Shock absorbers and MacPherson struts: Shipments and inventories of Brazilian
producers, 1985-87, January-June 1987, and January-June 1988

{In thousands of units)

January-June

Item and source . 1985 1986 1987 1987 1988

Shock absorbers:
Shipments in Brazil:

% % Y % * % *
Shipments to the U.S.
%* * * * Lk * %

Shipments to other
countries:

%* %* ¥* L * %* , %
End-of-period inventories:
% * % % % * V «
MacPherson stfuts:
Shipments in Brazil:
‘ * * * * L% ' * ’ *
Shipments to the U.S.:
* % - ‘ * R % *

Shipments to other
countries:

* % ¥ ¥ * ‘ % *
End-of-period inventories:

* % ' %* % * . %* %*

Source: Compiled from data submitted by counsel for Cofap S.A. and Monroe and
Department of State cablegram.
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United States dropped by 3.3 percent from 1985 to 1986, then rose by 72.8
percent in 1987. Shipments to the United States increased by 10.3 percent in
January-June 1988 compared with those in the corresponding period of 1987.
Shipments to the United States accounted for 6.0 percent of total shock
absorber shipments by Brazilian producers in 1987. Yearend inventories of -
shock absorbers in Brazil dropped by 61 percent from 1985 to 1986, then
"increased by 97 percent in 1987. End-of-period inventories were 21 percent
higher at the end of June 1988 compared with the end of June 1987. The ratio
of inventories to shipments ranged from approximately 2 to 7 percent. .

Shipments of MacPherson struts in Brazil increased 10.6 percent from 1985
to 1987, then increased by 34.9 percent during January-June 1988 compared with’
January-June 1987. Shipments of struts to the United States stayed at
relatively low levels from 1985 through January-June 1988, ranging between 1
and 2 percent of total producer shipments. The ratio of end-of-period
inventories to total shipments of struts ranged from 2 to 6 percent during the
period of investigation.

U.S.. inventories of shock absorbers and MacPherson struts from Brazil

U.S. importers of shock absorbers and MacPherson struts from Brazil
reported that the following inventories were being held in the United States
(in thousands of units):

End-of -period
Item and period inventories

Shock absorbers:

1985. ... i e k%
1986............. e F*kk
1987. ... ... . *kk
June:
1987.... . e *hk
1988........... ... ..., *Ak
MacPherson struts:
1985. ... i i e e *kk
1986........ . ciiiin.., *dk
1987....... e R ik
June:
1987.. ... i *%kk
1988................. *kk

U.S. importers’ inventories of shock absorbers from Brazil were 19.6
percent lower at the end of 1987 than they were at the end of 1985. At the
end of June 1988, they were 17.8 percent higher than at the end of June 1987.
Inventories of MacPherson struts remained at essentially the same level during
the period of investigation., #%%,



A-32

Consideration of the Causal Relationship Between Imports‘of the
Subject Merchandise and the Alleged Injury

U.S. imports

U.S. imports of the shock absorbers covered by this investigation are
provided for in TSUSA item 692.3282. 1In addition to shock absorbers, this
tariff classification includes MacPherson struts, engine dampers, steering
dampers, and dampers for exercise machines, among other items. :Thus, for
purposes of this report, data on U.S. imports and U.S. shipments of imports
were compiled from responses to the Commission questionnaire. With regard to
Brazil, the information may be understated to the extent that some firms that
import directly from Cofap S.A., rather than through Cofap of America, did not
respond to the Commission questionnaire. However, staff believe the data
reported do account for the large majority of imports from Brazil. Like
imports. from Brazil, import and shipment data on Canada, Japan, West Germany,
and all other countries may -be understated to .the extent that not all
importers responded to the Commission questionnaire.

Total imports of shock absorbers from all countries declined by 19.3
percent from 1985 to 1986, then increased by 2.7 percent in 1987. Total
imports increased by 34.3 percent in January-June 1988 compared with the

" corresponding period of 1987 (table 11). Japan and West Germany were

generally the largest suppliers of imported shock absorbers during the period
of investigation.

Brazil accounted for 11.3 percent of total shock absorber imports in
1985, 13.1 percent in 1986, and 13.4 percent in 1987. 1In January-June 1988,

Brazil held a 17.7 percent share of total imports compared with 3.7 percent in
January-June 1987.

For MacPherson struts, total imports from all sources rose 32.4 percent
from 1985 to 1986, then dropped by 4.9 percent in 1987. Total strut imports
for January-June 1988 were up 52.0 percent over the comparable period of
1987. Japan and West Germany were generally the largest suppliers of imported
MacPherson struts for the period of investigation. Imports from Brazil, as a
share of total strut imports, did not exceed **% percent in any of the
reporting periods.
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Shock absorbers and MacPherson struts:
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-1985-87, January-June 1987, and January-June 1988

U.S. imports, by principal sources,

1985 1986 .

January-June--

Item and source 1987 1987 1988
Quantity (1,000 units)
Shock absorbers:

Imported from: : :
Brazil................. 436 405 427 48 307
Canada................. 745 324 728 340 272
Japan.......coui0 e 1,132 805 902 447 410
West Germany........... - 734 764 538 229 © 250
All other countries.... 798 803 589 229 497

Total................ 3,845 3,101 3,184 1,293 1,736
MacPherson struts::

Imported from: .

‘Brazil........... PRI e Yedede ke Fedeke Yk
Canada................. Yedede Yok Fedeke *dk ik
Japan................ . 428 664 954 418 440
West Germany........... 798 992 300 151 123
All other countries.... 414 537 812 76 419

Total................ 1,669 2,209 2,100 ° 657 999

Value (1,000 dollars) 1/
Shock absorbers:
Imported from:
Brazil................. 2,024 2,077 1,843 230 1,344
Canada................. 5,239 2,492 5,708 2,701 2,235
Japan......... .0 in.n. 10,186 9,392 10,243 5,044 5,313
West Germany........ ... 8,896 12,007 10,593 4,978 4,601
All other countries.. 8,321 10,902 8,861 4,075 7,296
Total................ 34,666 36,870 37,248 17,028 20,789
MacPherson struts:

Imported from: ‘

Brazil................. Fedede drdedke Yok ik dekdke
Canada................. doiek ik sk sk Feink
Japan............... “e.- 1,976 11,088 13,755 6,817 8,772
West Germany........... 8,927 11,850 4,483 2,265 1,788
All other countries.... 5,439 8,467 13,319 1,261 7,548

Total................ 22,550 ‘31,521 31,868 10,442 18,233

Table continued on next page
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Table 11--continued -
Shock absorbers and MacPherson struts:" U.S. imports, by prlnclpal sources,
1985-87, January-June 1987, and January-June 1988

January-June- -

Item and source ‘1985 1986 1937 1987 - 1988

Unit value

Shock absorbers:
Imported from:

Brazil................. $ 4.64 $ 5.12 $ 4.31 $ 4.79 § 4.37
Canada................. 7.03 7.69 7.84 7.94 8.22
Japan.......... PR 9.00 11.67 11.36 11.28 12.96
West Germany........... 12.12 15.72 19.69 21.74 18.40
All other countries.... 10.42 13.57 15.04 17.79  14.68

Average.............. 9.02 11.89° 11.70 13.17 11.98

MacPherson struts:
Imported from:

Brazil................. §  dww $  dkk § Kuk § Fxx § Hak
Canada................. kkk *kk kkk *kk *xk
Japan................ .. 18.64 16.70 14.42 16.31 $19.94
West Germany........... 11.19 11.95 . 14.94 15.00 14.54
All other countries.... 13.14 15.77 16.40 16.59 18.01

Average.............. 13.51 14.27 ~15.18 15.89 18.25

1/ Values reported are c.i.f., duty-paid.

Source: Compiled from data submltted in response to questionnalres of the
U.S. International Trade Commission.
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Market shares

Market penetration of imports of shock absorbers from all sources, based
on quantity, increased from 4.0 percent of consumption in 1985 to 4.3 percent
in 1987. 'Imports from all sources increased from 3.0 percent of consumption
in January-June 1987 to 3.9 percent of consumption in January-June 1988. On
the basis of value, imports from all countries increased from 6.1 percent of
consumption in 1985 to 8.8 percent in 1987, then dropped to 7.1 percent in
January-June 1988 compared with 8.1 percent in the corresponding period of
1987 (table 12).

Shock-absorber imports from Brazil increased their share of the U.S.
market, based on quantity, from 0.2 percent in 1985 to 0.6 percent in 1987,
Their share of the market stood at 0.6 percent in January-June 1988 compared
with 0.2 percent in the corresponding period of 1987. On a value basis,
imports from Brazil rose from 0.1 percent of consumption in 1985 to 0.4
percent in 1987. 1In January-June 1988, the Brazilian imports’' market share
was 0.4 percent compared with 0.2 percent in the same period of 1987.

For MacPherson struts, imports from all sources dropped from 8.2 percent
of consumption in 1985 -to 7.9 percent in 1986, then increased to 8.4 percent
in 1987. 1Imports from all sources increased to 6.5 percent of consumption in
January-June 1988 compared with 3.9 percent for the comparable period of
. 1987. . On a value basis, imports from all sources rose from 5.5 percent to 6.8
" percent from 1985 to-1987. Imports in January-June 1988 accounted for 5.1
percent of consumption compared with 3.2 percent in January-June 1987.

MacPherson-strut imports from Brazil held steady at *%%* percent of the
market throughout the period of investigation. On the basis of value, strut
imports from Brazil accounted for *** percent of the market in 1987. For the
other reporting periods, they accounted for less than #*%** percent.
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Table 12
Shock absorbers and MacPherson struts: Market penetration, 1/ by principal
sources, 1985-87, January-June 1987, and January-June 1988

(In percent)

: . v . January-June--
Item and source . _1985 . 1986 1987 1987 1988

(Baged on quantity)

Shock absorbers:

U.S. produced........... 96.0 96.1 95.7 97.0 96.1
Imported from--- ’
Brazil................ 0.2 0.5 0.6 0.2 0.6
Canada............c00. 0.7 0.5 0.8 0.7 0.6
Japan.......... PP . 1.3 1.1 1.2 0.9 0.9
West Germany.......... 0.9 0.8 0.8 0.6 0.7
All other countries... __0.9 1.0 0.8 0.5 1.1
Subtotal...... e 4.0 3.9. 4.3 3.0 3.9
Total apparent ' L
consumption........... 100.0 - ~ "100.0 100.0 100.0 100.0

MacPherson struts: : ’ _
U.S. produced..... e 91.8 92.1 91.6 96.1 93.5
Imported from-- - . o : -

Brazil.......vvmveven. ol . AKX ARX ‘ bt 2] RRX

Canada...... ...; ...... xRX ) KKK xRK . KRk - ot 4

Japan............0000n 2.4 2.9 3.9. 2.7 2.6

West Germany.......... Y 2.9 2.4 1.2 0.8 . 0.8

All other countries. .. 2.7 - 2.4 3.2 0.4 3.0
Subtotal............ © 8.2 7:9 8.4 3.9 6.5

Total apparent - o
consumption........... 100.0 100.0 - 100.0 100.0 100.0
(Baged on value)

Shock absorbers: . ) :
U.S. produced..:......... 93.9 92.9 91.2| .. 91.9 92.9
Imported from-- ' ' '

Brazil................ 0.1 0.4 0.4 0.2 0.4
Canada...........co00. 0.5 0.6 1.1 0.9 0.8
Japan. .........c0ue0e. 2.5 2.5 2.6 2.1 2.2
West Germany.......... 1.6 1.7 1.9 3.7 1.7
All other countries... 1.4 1.9 2.8 1.1 2.0

Subtotal............ 6.1 1.1 8.8 8.1 7.1

Total apparent

consumption........... 100.0 100.0 100.0 100.0 100.0

MacPherson struts:

U.S. produced........... 94.5 93.6 - 93.2 96 .8 94.9
Imported from--
Brazil................ okt ] xRR KRR ot t ] ot ]
Canada..... e e erae e atat d fadadod ARX AKX fadalad
Japan.........c.0e00 . 2.8 2.9 3.5 2.2 2.4
West Germany.......... 0.6 1.6 0.8 0.5 0.6
All other countries... 2.0 1.8 2.3 0.4 2.1
Subtotal............ 5.5 6.4 6.8 3.2 5.1
Total apparent
consumption........... 100.0 100.0  100.0 100.0 100.0

1/ Market penetration calculations are based on producer and importer
shipments. Values uged are f.o.b. point-of-gshipment.
2/ Less than 0.05 percent.

Note.--Numbers may not add to totals due to rounding.

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

"Shock absorbers and struts are manufactured by the same U.S. and
Brazilian producers. They are used in suspension systems of automobiles and
are sold through the same channels of distribution. Prices for shock
absorbers and struts are determined by several factors: physical
characteristics, technological improvements, marketing differences, and
vehicle application.

Shocks are priced differently according to size. The industry has been
producing larger, typically more expensive, shock absorbers. The price for
shock absorbers generally increases as the bore size, the piston diameter,
and the reserve tube become larger. There is only one sized strut for each
car application due to their integral function in a car suspension system.
Shock absorbers and struts are also priced higher if features such as springs
or rubber boots are added to the product.

Technological improvements have also increased prices. Gas-charged
shock absorbers and struts have improved the performance and durability of
these products and are more expensive than conventional hydraulic shock
absorbers and struts. Struts are manufactured for vehicles with MacPherson
suspension systems and are significantly more expensive than conventional
shock absorbers. ' At the conference, respondents stated.that although shock
absorbers cannot be substituted for struts, it is also true that some types
of shock absorbers cannot be substituted for other shock absorbers for
specific car applications.

Shock absorbers and struts that are marketed and sold with a brand name,
e.g., Monroe-matic, Gabriel, are more expensive than those sold with a
private label (nonbranded), e.g., K-Mart, Sears, Wards, etc. The physical
differences between the branded product and nonbranded product are minor,
except for the labeling and packaging. Monroe estimates that its branded
product is approximately 30 percent more expensive than its nonbranded
product. Shock absorbers are also priced differently according to whether
the application is for a car or truck, whereas struts are priced differently
by car application depending on the specific construction of the suspension
system. ’

Shock absorbers and struts are sold on a per unit basis to two distinct
markets in the United States: the original equipment manufacturer (OEM)
market, i.e., Chrysler, Ford, and General Motors (GM); and the replacement
market (aftermarket). In each market, U.S. producers and importers use
distinct sales practices and offer a different price structure for shock
absorbers and struts. OEMs purchase these products via a bidding process and
are able to extract lower prices for their purchases than those offered in
the aftermarket. OEMs purchase shock absorbers and struts on an f.o.b. plant
or warehouse basis, whereas these products are sold on a delivered basis to
the aftermarket. Furthermore, different size shock absorbers are sold to
each market. Shocks with a l-inch bore size are sold to the OEMs, whereas
those with a 1-3/16-inch and larger bore size are sold in the aftermarket.
U.S. producers and importers of the Brazilian shock absorber do not sell this
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type of shock absorber in the aftermarket. 1/ The petitioner, Monroe, stated
at the conference that there was no relationship between OEM pricing and
aftermarket pricing primarily because of the buying power of the OEMs. 2/

Demand for shock absorbers and struts in the OEM market is derived from
the demand for U.S.-produced automobiles. The demand for shock absorbers by
OEMs has been declining as production of suspension systems that contain
struts has increased. Demand for shock absorbers and struts in the
aftermarket is directly related to the need to replace damaged/worn shock

‘absorbers and struts, but also depends upon the consumer’s (car-owner)
perception of improving ride-control characteristics. As such, several
factors determine sales in the aftermarket: the type and age of the vehicle
and shock absorber or strut in use, miles traveled, road conditions, driving
habits, technological factors, and economic factors (e.g., new car prices, '
disposable income, inflation). ) '

Sales practices to OEMs.--In 1987, 41 percent of U.S. domestic shipments
of shock absorbers and 72 percent of struts were sold to OEMs for use in
automobiles. The big three, General Motors, Ford, and Chrysler, accounted
for approximately 91 percent of OEM shock-absorber and strut purchases. 3/
OEMs -usually purchase shock absorbers and struts on an as-needed basis
pursuant to annual or multiyear contracts. Typically, the contracts cover
the expected life of the model automobile or truck. As a result of their
purchasing size, OEMs command the negotiations for shock absorbers and
struts. They often set design requirements and specifications for the
shock absorber and strut product, require potential suppliers to meet
specific quality and technology standards, establish delivery and supply
reliability standards, and insist on a low price. =

The bid process generally begins 20 to 30 months prior to production of .
a new model, although Monroe reports that it has seen the initiation of a bid
process as short as 6 months prior to car production. If a new product or a
variation of an existing product is being designed by the OEM, typically a
prototype is requested from one or more potential suppliers. After the
"design is established, a request for quotes (RFQ) is sent to potential’
vendors. Generally, the vendors are already qualified by the OEM, but
occasionally non-qualified vendors are asked to bid to determine alternmative
pricing possibilities. The OEMs generally work with nonqualified vendors to
assist them in becoming qualified.

The RFQ includes a set of specifications and criteria for the shock
absorbers and struts. This may include. design goals and objectives, styling
requirements, performance and material standards, warranty goals, statistical
process controls, and volume goals. The vendor is requested to supply
delivery schedules and may-also be required to supply specific production
costs (e.g. labor, material, packaging). U.S. producers and importers report
that after the bids are received, OEMs make their selection based on the
following factors: quality, engineering support, logistic costs, price,
delivery, manufacturing technology, and communications. Although the bids
are made on individual part numbers, OEMs generally award a group of parts to

1/ e,
2/ Conference transcript, p. 57.
3/ s,
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one supplier corresponding to a specific platform (model of cer) or a
specific plant. The bidding process is closed and suppliers are usually not
. allowed to make a second bid. #*¥%. 1/

The terms of the contract for the winning vendor specify general release
times for the product and the price per unit. %% = bk = kk,

There are primarily three types of bidding situations between OEMs and
shock absorber and strut producers: the market test, presourcing, and a
theme variation.

Market test.--In a market test, the OEM sends out RFQs for a
specified percentage of its business. The primary reason for a market test
is to determine whether the OEM is getting the best possible deal.
Typically, this practice begins 2 years in advance of the car application
when RFQs are sent to potential vendors. *#%% 6 ¥k,

Presourcing. - -Recently, OEMs have started to presource new
technology shock absorbers and struts in an attempt to lower design costs.
In a presourcing practice, the shock producer provides a significant '
investment in the research and development of a new product. In return, the
OEM assures that the supplier will recover its.investment. Often, the

supplier initiates OEM interest by showing a prototype of the product. %%,
ddk, kkk, dkk, 2/ '

Theme variation.--In this practice, a slight change of an existing
product is required by the OEM. Typically, only the current .supplier is
requested to develop the prototype for this new product variation. After a
prototype is produced and tested, an RFQ is sent to either the supplier of
‘the prototype or to the supplier as well as five or six other vendors as -a
market test. In general, the supplier of the prev1ous product receives the
contract for the new product.

Bid competition.--U.S. producers.and importers of shock absorbers were
requested to provide information on the three largest winning bids and the
three largest losing bids submitted by the firms between January 1986 and
June 1988 that involved competition between U.S.-and Brazilian suppliers
(table 13). U.S. automobile producers were requested to provide information
~on the three largest shock part numbers awarded to domestic and Brazilian
suppliers. *%¥,

Chrysler. --

* * * * _ * * *

General Motors. --

* * * * * * *

1/ %k,

2/ kkk,
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it

Table 13

shock absorbers: Bid information on selected OEM projects that involved competition between U.S. and
Brazilian shock absorber producers, January 1986-June 1988

OEM and shock Nutber' ' ''Bidding Country High bid/ .  Bid. -
absorber mode]l of shocks _ firm ' of origin low bid ($/unit) Winner
‘ (000's)

* ® * *, * ® ®

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Sales practices in the aftermarket.--Shock absorbers and struts are sold
in the aftermarket primarily to retailers such as Sears and K-Mart, warehouse
distributors such as NAPA, and specialty distributors such as muffler shops
and tire stores. - Each purchaser typically has only one supplier of the full
line of shock absorbers and struts. 1/ When purchasers do have more than one
supplier, the mix is usually based on technology standards. ¥*¥%,

In the aftermarket, both branded and nonbranded shock absorbers and
struts are sold. The nonbranded product also specifies the manufacturer,
e.g., K-Mart’s Motivator ”"manufactured by Monroe,” Sears’ Steadyrider ”from
the maker of Gabriel.” 2/ Respondents argue that since nonbranded products
identify the producer, the product also benefits from name-brand
recognition. Cofap states that it competes against the nonbranded domestic
_ shock absorbers in the U.S. market.

Historically, retailers were the primary market for the nonbranded
product and ‘distributors were the primary market for the branded product.
However, the increasing importance of retailers in the U.S. aftermarket has
changed this traditional pattern. Retailers had two major advantages over
the distributor.. They were selling a lower cost product directly to the
consumer, whereas distributors were selling the higher priced branded product
and had to go through an additional distribution channel, the jobber, to
reach the consumer. The distributors believed that they were becoming
uncompetitive and started forming buying groups and purchasing the nonbranded
product. In addition, some retailers have also started purchasing branded
product for the top-of-the-line shock absorbers to provide a mixed product
approach for the consumer, e.g., K-Mart purchases the branded gas- charged
Monroe shock and the nonbranded hydraulic Monroe product.

Overall,.the trend in the aftermarket has been toward the lower priced
nonbranded product. *¥%%. The trend toward the lower priced, nonbranded
product in the aftermarket is shown in the tabulation below compiled from
questionnaire data (in percent)

Type 1985 1986 1987
: Branded........... ‘¥k* Yedesk ke

Nonbranded........ Fedeke Yook Yedeke

Approximately %% percent of the shock absorbers sold in the aftermarket in
1987 were nonbranded product, whereas *¥* percent of the shock absorbers sold
in 1985 were nonbranded product.

Incentive programs.--U.S. producers and importers of shock
absorbers and struts offer a variety of incentive programs to encourage the
sales of their product. Such incentives include free shock absorbers, cash,
prizes, etc. These programs have been used in conjunction with sales of both
shocks and struts or for each product separately. *¥%%, 6 %%,  These programs
are described in appendix D.

i/ At the conference, William Laughlin, sales manager for Monroe, stated that
in his sales area comprising the southwest United States, only 5 to 8 percent
of purchasers buy from more than one supplier. Conference transcript, p. 76.
2/ Gabriel is the brand name of the Maremont shock absorber.
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Questionnaire price data.--The Commission requested U.S. producers and
importers to provide quarterly price data between January 1985 and March 1988
for five shock absorber products sold in the aftermarket. For each product,
price data were requested for sales of branded and nonbranded shock absorbers
to the largest customer in each quarter. The specified products for which
price data were requested are listed below:

Product 1: Entry level hydraullc non-gas-charged shock absorbers
piston size ranging between 1-3/16"-1-1/4", reserve tube diameter
ranging between 1.6"-1.8".

Product 2: Entry level gas-charged passenger car shock absorbers,
piston size ranging between 1- 3/16" 1-1/4", reserve tube diameter
ranging between 1.6"-2.0",

Product 3:.Premium gas-charged passenger car shock absorbers,
piston size ranging between 1-3/16"-1-1/4", reserve tube diameter.
ranging between 1.8"-2.0".

‘Product 4: Gaé-charged light truck shock absorbers, piston size
1-3/8", reserve tube diameter ranging between 2:25"-2.38".

Product 5: Hydraulic (noﬁ-gas-charged) light truck shock absorbers,
piston size 1-3/8", reserve tube diameter ranging between 2.25"-2.38".

Three U.S. producérs, Delco, Maremont, and Monroe, ***. 1/ The U.S.
producers accounted for 100 percent of all reported U.S.-produced domestic
shipments of shock absorbers to the aftermarket. Their shipments of these
five products accounted for 76.6 percent of the total reported U.S.
producers’ shipments of shock absorbers to the aftermarket in 1987; product 1
accounted for 21.9 percent and product 3 accounted for 19.8 percent. **%x, 2/

Price trends.--In general, prices fluctuated for most products during
the period of investigation (table 14). Prices for U.S.-produced branded
product 1 and Brazilian-produced branded products 1 and 2 generally fell
during 1985-88, although prices increased slightly for U.S.-produced branded
and nonbranded product 5 and Brazilian-produced product 4. Prices for

U.S.-produced nonbranded product were lower than branded product throughout
the period, %%,

1/ k%,
2/ kxk,
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Table 1<
Shock absorbers: Weighted-average net delivered selling crices of products 1-5 reported by U.S. producers and {mporters of
Brazflian shock absorters, by products, by branded or nontrarced, and by.quarters, January 1985~March 1988

(In doliars per unit)

Product I . Product & . Froduct 3 : Product & Prcduc: 2
t.S. Brazil U.S. Brazil U.S. Brazil L.S. Brazil L.S. brazi.
Non- Non= . Non= Nen~ ’ Non=
Period Branced branded Branced Branded branded Branced Branded trarded Branded Branded tranded Brandec brancea tranced brandec
* L ] L] T * L -

Source: Compiled from data submitted in response to questfonnaires of the U.S. International Iracde Commission.
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Price comparisons.--Price comparisons were made between domestic
shipments of both the U.S.-produced branded and nonbranded product and the
Brazilian-produced branded product. Cofap has argued that it competes with
U.S. producers only against their. nonbranded shock absorbers.. The reported
sales information for U.S. producers’ and importers' quarterly shipments of

_the five products ‘to unrelated customers during January 1985 to March 1987

resulted in 32 direct quarterly price comparisons between the
weighted-average unit values of the Brazilian shock absorbers and the
domestic branded shock absorbers (table 15), and 37 direct quarterly price
comparisons with the domestic nonbranded shock absorbers (table 16).

The imports from Brazil were less expensive in all of the 32 price
comparisons with the domestic branded product. Margins of underselling
during the entire period ranged from 10.5 percent to 51.9 percent. The
Brazilian shocks were less expensive .in 31 of the 37 price comparisons with
the domestic nonbranded shock absorbers. The Brazilian product’s price was
lower than or equal to the domestic nonbranded price for products 1, 2, and
5, and higher for products 3 and 4. Margins of underselling ranged between
3.2 percent and 37.4 percent. Margins of overselling ranged between 10.9
percent and 41.8 percent.

Table 15
Shock absorbers: Average margins of underselling by the branded imports from

Brazil compared with the branded U.S.-produced shock absorbers, by quarters,
January 1985-March 1988

(In percent)

Period Product 1 Product 2 Product 3 Product 4 Product 5

* * * * * *

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

Table 16

Shock absorbers: Average margins of underselling (overselling) by the
branded imports from Brazil compared with the nonbranded U.S.-produced shock
absorbers, by quarters, January 1985-March 1988

(In percent)

Period Product 1 Product 2 Product 3 Product 4 Product 5

* * * * * *

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

Nominal -and real exchange-rate indexes for the U.S. dollar and Brazilian
cruzado are presented in table 17. The currency of Brazil depreciated
" relative to the U.S. dollar by 95.9 percent during January 1985-March 1988.
Inflation of 2,901.9 percent in Brazil, compared with a 1.2-percent inflation
rate in the United States during this period, resulted in an appreciation of’
21.5 percent in the real value of the Brazilian cruzado relative to the U.S.
- dollar by March 1988. )

Table 17

Indexes of the nominal and real exchange rates between the U.S. dollar and
the Brazilian cruzado, 1/ and indexes of producer prices in the United States
and Brazil, 2/ by quarters, January 1985-March 1988

(January-March 1985=100)

Nominal . _Real U.s. , Brazilian

exchange - exchange- producer producer
Period rate index rate index price index price index
1985: _ o
Jan.-Mar.... 100.0 100.0 100.0 100.0
Apr.-June... ‘71.9 91.9 100.1 127.9
July-Sept... 55.4 93.6 99.4 168.0
Oct.-Dec.... 41.8 99.4 100.0 237.9
1986: -
Jan.-Mar.... 29.6 108.4 98.5 361.0
Apr.-June... 27.2 105.6 96.6 375.2
July-Sept... 27.2 108.0 96.2 382.1
Oct.-Dec.... 26.5 110.8 . 96.5 404.0
1987; ,
Jan.-Mar.... 20.6" 111.0 97.7 525.2
Apr.-June... 12.0 113.6 99.2 937.9
July-Sept... 8.0 107.3 100.3 1354.2
Oct.-Dec.... 6.3 115.5 100.8 1857.3
1988:

Jan. -Mar.... 4.1 121.5 101.2 3001.9

1/ Based on exchange rates expressed in U.S. dollars per Brazilian cruzado.
2/ The real exchange rate index is derived from the nominal exchange rates
adjusted by the producer price indexes of each country. These indexes are
derived from line 63 of the International Financial Statistics.

Source: International Monetary Fund, International Financial Statistics,
June 1988. I



Lost sales/lost revenues

¥*kx allegations of lost sales were supplied to the Commission by %,
okeke, Alleged lost sales amounted to *¥* and alleged lost revenues amounted
to ¥**%. Lost sales represented approximately ¥*%% percent.of U.S. producers'
shock absorber sales and *¥% percent of sales made by the *#*, over the
period of investigation. Lost revenues represented less than ¥ percent of
sales made by the ¥¥*, over the period under investigation. Commission staff
contacted 10 of the purchasers cited, accounting for alleged lost sales of
k%, approximately 81 percent of all lost sale allegations.
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[Investigation No. 731-TA-421
(Preliminary}} .

-'Shock Absorbers and Parts,
Compor.ents, and Subassemblies
_Thereot‘From Brazil

AGENCY: International Trade
. Commission.
ACTION: Institution of preliminary
antidumping investigation and
*.» scheduling of a conference to be held in
connection with the investigation.

SuMMARY: The Commission héreby gives
_notice of the institution of preliminary
antidumping investigation No. 731-TA-
421 (Preliminary) under section 733(a) of
the Tariff Act of 1930 (19 US.C.
1673b(a)) to determine whether there i is
a.reasonable indication that an mdustry
in the United States is materially
injured, or is threatened with material
injury, or the establishment of an
- industry in the United Siates is

materially retarded, by reason of
imports from Brazil of shock absorbers,!
provided for in item 697.32 of the Tariff

- Schedules of the United States (TSsus).
and parts, components, and
subassemblies thereof, however
provided for in the TSUS, that are
alleged to be sold in the United States at

- less than fair value. -

As provided in section 733(a). the

Commission must complete its

! For purposes of this investigation. the term
“shock absorbers” is defined as suspension devices
designed ‘o dissipate energy from road
disturbances: consisting of a piston. a fluid or
gaseous medium, and & metal cylinder: primarily
used in the suspension system on motor vehicles.
provided for in item 692.3282 of the Turiff Schedules
of the United States Annotated (19287) (TSUSA}):
they are also provided for under subheading
8708.80.50 of the proposed Harmonized Tariff
Scheduie of the United States (USITC Pub. 2030).



AA-4

31114 . - -Federal chxster / Vol. 53, No 159 / Wednesday. Augnst 17 1988 I Notnces

prclxmma—y anudunpmg duty
investigation in 45 days, or in this case
by September 23, 1988.

For further information concerning the
conduct of this investigation and rules of
general application, cansult the
Commission's Rules of Practice and
Prccedure, part 207, subparts A and B
(19 CFR part 207), and part 201, subparls

- A through E (19 CFR part 201).

EFFECTIVE DATE: August 9, 1988,
FOR FURTHER INFORMATION CONTACT:

" Jim McClure (202-252-1191), Ofice of

Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission's TDD terminal on 202-252-

1810. Persons with mobility impairments

who will need special assistance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.
SUPPLEMENTARY INFORMATION:

Background.—This investigationis . -
being instituted in response to a petition
filed on August 9, 1988, by counsel on’
behalf of the Monroe Auto Equlpment
Co. Monroe, ML

Participation in the mvesagauon.—
Persons wishing to participate in the

_investigation as parties must file an

entry of appearance with the Secretary
to the Commission, as provided in

§ 201.11 of the Commission's rules (19
CFR 201.11), not later than seven (7).

" days after publication of this notice in
. the Federal Register. Any eatry of
"appearance filed after this date will be

referred 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 (13 CFR
201. 11(d)). the Secretary will preparea -
service list containing the names and
addresses of all persons, or their
representatives, who are parties to this
investigation upon the expiration of the
period for filing entries of appearance. .
in 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), anda .
certificate of service must accompany
the document. The Secretary will not
accept a document for filing without a
certificate of service. . .
Conference.—The Commission’s
Director of Operations has scheduled a

. conference in connection with this
- investigation for 9:30 a.m. on August 30,

1988, at the U.S. Internationat Trade

r3e £ LR LE A O lraty

Commxssnon Building, 500 E Street SW.,
Washington, DC. Parties wishing to
participate in the conference should:
contact Jim McClure (202-252-1191) not
later than August 25, 1988, to arrange for
their appearance. Parties in support of

the imposition of anudnmpmg duties in '

this investigation and parties in
opposition to the imiposition of such

duties will each be collectively allocated

one hour within which to make an oral
presentation at the conference.
Written submissions.—Any person-
may submit to the Commigsion on or
before September 2, 1988 a wrilten'

statement of information pertinent to the

subject of the investigation, as provided -

in § 207.15 of the Commission's rules (19- '

CFR 207.15). A sxgned original and
fourteen (14) copies of each submission

must be filed with the Secretary to the - -

Commission in accordance with § 201.8
of the rules (18 CFR 201.8). All written
submissions except for confidential
business data will be available for
public inspection during regular
business hours (8:45 a.m. to 5:15 p.m.} in
the Office of the Secretary to.the
Commission.

Any business information for which
confidental treatment is desired must be

submitted separately. The envelope and -

all pages of such submissions must be
clearly labeled “Confidential Business .

_ Information.” Confidential submissions _ 

and requests for confidential treatment
musat conform with the requirements of
§ 201.6 of the Commission's rules {19
CFR 201.6).

Authority: This investigation is being
canducted under authority of the Tariff Act o!
1930, title VII. This notice is published = -
pursuant to § 207.12 of the Commiulon »
rules (19 CFR 207.12)

By order of the Commission.
Issued: August 12, 1989,
Kenneth R. Mason,
Secretary.
{FR Doc. 8818663 Filed 8-16-85; 8:45 am]
BILLING CODE 7020-20-88 -

I T
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' lmernationai Trade Adrﬁinlstration;
Import Administration

[A-351-803]

Initiation of Antidumping Duty

investigation; Shock Abscrbers From

Brazil

AGENCY: Import Administration, -
International Trade Administration,
Department of Commerce. :

ACTION: Notice.

SUMMARY: On the basis of a petition
filed in proper form with the U.S.
Department of Commerce., we are
initiating an antidumping duty
investigation to determine whether
imports of shock absorbers from Brazil
are being, or are likely to be, sold in the

United States at less than fair value. We.

are notifying the U.S. International
Trade Commission (ITC) of this action
so that it may determine whether -
imports of this product materially injure,
or threaten material injury to, a U.S. -~
industry. If this investigation proceeds
normally, the ITC will make its
preliminary determination on or before
September 23, 1988, and we will make
our preliminary determination on or
before January 17, 1989.

EFFECTIVE DATE: September 2, 1988.

FOR FURTHER INFORMATION CONTACT:
Michael Ready or Louis Apple, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW., -
Washington, DC 20230, telephone (202)
377-2613 or (202) 377-1769.

SUPPLEMENTARY INFORMATION:
"The Petition

On August 9, 1988, we received a
petition filed in proper form by the
Monroe Auto Equipment Company of
Monroe, Michigan, on behalf of the
industry in the United States which
manufactures shock absorbers. In
compliance with the filing requirements
of section 353.36 of the Commerce
Regulations (19 CFR 353.36), the
petitioner alleges that imports of shock
absorbers from Brazil are being, or are
likely to be, sold in the United States at
less than fair value within the meaning
of section 731 of the Tariff Act of 1930,
as amended (the Act), and that these

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

Petitioner’s estimate of United States
price was based on a Brazilian
manufacturer's price list to a warehouse
distributor in the United States.
Petitioner made deductions for inland
freight in Brazil and the U.S., ocean
freight, insurance, brokerage and
customs charges in Brazil, warehousing
costs, promotional expenses, warranty
costs, inventory returns, credit expense,
cash discounts, and U.S. duty.

Petitioner based foreign market value
on prices to a warehouse distributor in
Brazil. Deductions were made for sales
tax, credit expense, freight, insurance,
advertising and promotion expense,
warranty cost, and inventory carrying
cost.

Basedona companson of United
States price and foreign market value,
petitioner alleges dumping margins
ranging from 399 to 850 percent

~ Initiation of luveshgatxon

Under section 732(c) of the Act, we
must determine, within 20 days after a
petition is filed, whether it contains
information reasonably available to the
petitioner supporting the allegations. -

We examined the petition on shock
absorbers from Brazil and found that it
meets the requirements of section 732(b)
of the Act. Therefore, in accordance
with section'732 of the Act, we are
initiating an antidumping duty
investigation to determine whether
imports of shock absorbers from Brazil

-are being, or are likely to be, sold in the

United States at less than fair value. If
our investigation proceeds normally, we
will make our preliminary determination
by January 17, 1989.

" Scope of Investigation

.The products covered in this
investigation are shock absorbers and
parts thereof, as provided for in item
692.3282 of the Tariff Schedules of the -
United States Annotated (TSUSA) and
currently classifiable under Harmonized

" System {HS) item number 8703.80.50.

The United States has developed a
system of tariff classification based on
the international harmonized system of
customs nomenclature. On January 1,
1989, the U.S. tariff schedules will be
fully converted to this Harmonized
System (HS). Until that time, the
Department will be providing both the
appropriate TSUSA item number(s) and
the appropriate HS item number(s) with
its product descriptions. As with the
TSUSA, the HS item numbers are
provided for convenience and customs
purposes. The written description
remains dispositive as to the scope of
the product coverage.

We are requesting petitioners to
include the appropriate HS item
number(s) as well as the TSUSA item
number(s) in all new petitions filed with
the Department. A reference copy of the
proposed Harmonized System schedule
is available for consultation in the
Central Records Unit, Room B-099, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW,,
Washington, DC 20230. Addltlonally. al}

_U.S. Customs offices have reference

copies, and petitioners may contact the
Import Specialist at their local Customs
office to consult the schedule.

For purposes of this investigation, a
shock absorber is a cylindrically-shaped
motor vehicle suspension component
made essentially of sheet steel which is
designed to limit the motions, vibrations
and oscillations that affect a vehicle due
to uneven road surfaces, centrifugal
forces, or other disturbances. This
investigation covers all conventional
front and rear shock absorbers
manufactured in Brazil that are suitable
for use in front and rear motor vehicle
suspension systems. The investigation
also covers all parts, components, and

subassemblies manufactured in Brazil

for use in the final assembly of shock
absorbers. Covered parts include, but
are not limited to, pistons, rods, valving
companents, reserve tubes, pressure
tubes, rod guides, base cups, and

_ mounting stems, loops, and bushings.

The investigation does not cover othe:
types of dampers such as MacPherson
struts, MacPherson strut cartridges,
steering dampers, engine dampers,
trailer stabilizers, hatchback supports,
exercise dampers, and other types of
dampers which are not suitable for use
in motor vehicle suspension systems.

Notification of ITC
Section 732(d) of the Act requires us

" to notify the ITC of this action and to

provide it with the information we used
to arrive at this determination. We will

" notify the' ITC and make available to it
‘all nonprivileged and nonproprietary

information. We will also allow the ITC
access to all privileged and business
proprietary information in our files,
provided it confirms in writing that it
will not disclose such information either
publicly or under an administrative
protective order without the written
consent of the Assistant Secretary for
Import Administration.

Preliminary Determination by the ITC

The ITC will determire by September
23,1988, whether there is a reasonable
indication that imports of shocks
absorbers from Brazil materially injure,
or threaten material injury to, a LS.
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industry. If its determination is negative,

this investigation will terminate:

otherwise it will proceed according to

statutory and reguiatory procedures.
This notice is published pursuant to scction

732(c){2) of the Act. ’

Jan W. Mares,

Assistant Secretary for Import

Administration. :

August 29,.1988.

[FR Doc. 88-20044 Filed 9-1-88; 8:45 am|

BILLING CODE 3510-DS-M
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CALENDAR OF THE PUBLIC CONFERENCE -






: 88-3
CALENDAR OF THE PUBLIC‘COﬁFEkENCE
Investigation No.'731—TA;A21 (Preliminéry)'
SHOCK ABSORBERS AND .PARTS, COHPONENT#, AND éUBASSEHBLIES_THEREOF FROH BRAZIL -
Those persons listed below appeared at the United States International
Trade Commission's conference held in connection with the subject

_investigation on August 30, 1988, in the Hearing Room of the U.S.
International Trade Comnmission, S00 E St., SW, Washington, DC.

In support of the imposition of antidumping duties’

Baker and HcKenz1e~~Counse1
Washington, DC
on behalf of--.

Monroe Auto Equipment Co. .
Samuel Mostkoff

Legal Counsel, Monroe Auto Equ1pment Co.
Kevin Hagerty

Product Manager, Monroe Auto Equlpment Co.
William Laughlin

Regional Sales Manager, Monroe Auto Equipment Co

John Reilly
Temple, Barker, and Sloane, Inc.

Bruce E. Clubb )
Thomas Peele )--OF COUNSFL
Herbert F. Riband)

In opposition to the imposition of antidumping duties

Bishop, Cook, Purcell & Reynolds---Counsel
Washington, DC
on behalf of--

COFAP of America and COFAP, S.A.

J.T. Harris
Director, COFAP of America

Steven Heckman
Sales Manager, InterAmerican Trade Corporatlon

Fernand Setton
Executive Vice President, COFAP, S.A.

Renato Kasinsky
Executive Vice President, COFAP, S.A.

Royal Daniel, ITI)

Bill Alberger y~~OF - COUNSEL
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APPENDIX C

FINANCIAL RESULTS OF FORD MOTOR COMPANY ON ITS STRUT OPERATIONS, 1985-87,
AND INTERIM PERIODS ENDED JUNE 30, 1987, AND JUNE 30, 1988
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Table C-1

Income-and-loss experience of Ford Motor Company on its operations (all

inter-company) producing MacPherson struts, -accounting years 1985-87 and
interim periods ended June 30, 1987, and June 30, 1988

Interim period

ended June 30--
Item

1985 1986 1987 1987 1988

Source: Compiled ftdm’@ata submitted in response to questionnaires of the
- U.S. International Trade Commission.
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APPENDIX D

INCENTIVE PROGRAMS
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Stock 1lifts.-- ¥k,

Free goods.-- ¥¥%,

Rebates.-- ¥%¥nk,

Market development funds (MDF).-- ik,

Co-operative advertising allowance.-- ¥k,

Spiffs.-- ¥k,

Cash/credit terms.-- &k,

Other incentive programs.-- ¥k,













