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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-919-920 (Preliminary)

Certain Welded Large Diameter Line Pipe from Japan and Mexico

DETERMINATIONS

On the basis of the record' developed in the subject investigations, the United States
International Trade Commission determines, pursuant to section 733(a) of the Tariff Act of 1930 (19
U.S.C. § 1673b(a)), that there is a reasonable indication that an industry in the United States is materially
injured by reason of imports from Japan and Mexico of certain welded large diameter line pipe,” that are
alleged to be sold in the United States at less than fair value (LTFV).

COMMENCEMENT OF FINAL PHASE INVESTIGATIONS

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice of the
commencement of the final phase of its investigations. The Commission will issue a final phase notice of
scheduling which will be published in the Federal Register as provided in section 207.21 of the
Commission’s rules upon notice from the Department of Commerce (Commerce) of affirmative
preliminary determinations in the investigations under section 733(b) of the Act, or, if the preliminary
determinations are negative, upon notice of affirmative final determinations in those investigations under
section 735(a) of the Act. Parties that filed entries of appearance in the preliminary phase of the
investigations need not enter a separate appearance for the final phase of the investigations. Industrial
users, and, if the merchandise under investigation is sold at the retail level, representative consumer
organizations have the right to appear as parties in Commission antidumping and countervailing duty
investigations. The Secretary will prepare a public service list containing the names and addresses of all
persons, or their representatives, who are parties to the investigations.

BACKGROUND

On January 10, 2001, a petition was filed with the Commission and the Department of
Commerce by Berg Steel Pipe Corp., Panama City, FL; American Steel Pipe Division of American Cast
Iron Pipe Co., Birmingham, AL; and Stupp Corp., Baton Rouge, LA; alleging that an industry in the
United States is materially injured by reason of LTFV imports of certain welded large diameter line pipe
from Japan and Mexico. Accordingly, effective January 10, 2001, the Commission instituted
antidumping duty investigations Nos. 731-TA-919-920 (Preliminary).

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

% For purposes of these investigations, certain welded large diameter line pipe is welded carbon and alloy steel line
pipe, of circular cross section and with an outside diameter greater than 406.4 mm (16 inches), whether or not
stenciled. This product is normally produced according to American Petroleum Institute specifications, including
Grades A25, A, B, and X grades ranging from X42 to X80, but can also be produced to other specifications. The
product is provided for in subheadings 7305.11.10, 7305.11.50, 7305.12.10, 7305.12.50, 7305.19.10, and
7305.19.50 of the Harmonized Tariff Schedule of the United States.



Notice of the institution of the Commission’s investigations and of a public conference to be held
in connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register
of January 18,2001 (66 FR 4860). The conference was held in Washington, DC, on January 31, 2001,
and all persons who requested the opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

Based on the record in these investigations, we find that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports of certain welded large diameter
line pipe (“CWLDLP”) from Japan and Mexico that are allegedly sold in the United States at less than
fair value (“LTFV”).

L THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard for preliminary antidumping duty determinations requires the Commission to
determine, based upon the information available at the time of the preliminary determination, whether
there is a reasonable indication that a domestic industry is materially injured, threatened with material
injury, or whether the establishment of an industry is materially retarded, by reason of the allegedly
unfairly traded imports.! In applying this standard, the Commission weighs the evidence before it and
determines whether “(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.””

1L DOMESTIC LIKE PRODUCT
A. In General

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

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.’ No single factor is dispositive, and the Commission

' 19 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994, 1001-1004 (Fed. Cir. 1986);
Ranchers-Cattlemen Action Legal Foundation v. United States, 74 F. Supp.2d 1353, 1368-69 (Ct. Int’l Trade 1999).

2 American Lamb, 785 F.2d at 1001 (Fed. Cir. 1986); see also Texas Crushed Stone Co. v. United States, 35 F.3d
1535, 1543 (Fed. Cir. 1994).

319 U.S.C. § 1677(4)(A).
419 U.S.C. § 1677(4)(A).
519 U.S.C. § 1677(10).

¢ See, e.g., NEC Corp. v. Dep’t of Commerce and U.S. Int’l Trade Comm’n, 36 F. Supp. 2d 380 (Ct. Int’l Trade
1998); Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995). The Commission generally considers a

number of factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of
distribution; (4) customer and producer perceptions of the products; (5) common manufacturing facilities,
production processes and production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455 n.4;

3



may consider other factors it deems relevant based on the facts of a particular investigation.” The
Commission looks for clear dividing lines among possible like products, and disregards minor
variations.® Although the Commission must accept Commerce’s determination as to the scope of the
imported merchandise sold at LTFV, the Commission determines what domestic product is like the
imported articles Commerce has identified.’ '

B. Product Description

Commerce’s notice of initiation defines the imported merchandise within the scope of these
investigations as:

welded carbon and alloy line pipe, of circular cross section and with an outside diameter
greater than 16 inches in diameter, whether or not stenciled. This product is normally
produced according to American Petroleum Institute (“API”) specifications, including
Grades A25, A, B, and X grades ranging from X42 to X80, but can also be produced to
other specifications. The product currently is classified under U.S. Harmonized Tariff
Schedule (HTSUS) item numbers 7305.11.10.30, 7305.11.10.60, 7305.11.50.00,
7305.12.10.30, 7305.12.10.60, 7305.12.50.00, 7305.19.10.30, 7305.19.10.60, and
7305.19.50.00. . . . Specifically not included within the scope of this investigation is
American Water Works Association (AWWA) specification water and sewage pipe."°

C. Domestic Like Product

Line pipes are intended for the conveyance of oil and natural gas or other fluids in pipe lines.
Line pipes, both welded and seamless, are produced to the American Petroleum Institute (“API””) 5L
specification."! Welded, large diameter pipes are formed into cylinders by the application of pressure to
flat-rolled steel, then welded, tested, and finished.'> The predominant form of welded line pipe in sizes
greater than 16" in outside diameter is produced using the submerged arc welding (“SAW”) method; such
pipe accounted for 63.8 percent of reported U.S. mill shipments of the domestic like product between
1998 and 2000." The remainder of reported U.S. shipments of the domestic like product consisted of

Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’] Trade 1996).
" See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

® Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir.
1991).

® Hosiden Corp. v. Advanced Display Manufacturers, 85 F.3d 1561 (Fed. Cir. 1996) (Commission may find a
single like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F.
Supp. at 748-52 (affirming Commission determination of six like products in investigations where Commerce found
five classes or kinds).

1 Notice of Initiation of Antidumping Duty Investigations: Welded Large Diameter Line Pipes from Mexico and
Japan, 66 Fed. Reg. 11266, 11267 (Feb. 23, 2001).

' CR at I-6, PR at I-5 (citing Specification for Line Pipe, API Specification 5L, 42™ edition, January 2000, at 1).
2CR at I-9-14, PR at I-9-1-12.
'* CR/PR at Table D-1.




pipe produced through the electric resistance welding (“ERW?”) process, although the API SL
specification addresses a variety of acceptable welding methods.'*

Both the Mexican Respondents'® and the Japanese Respondents'® argue that ERW and SAW line
pipe should be treated as separate domestic like products.'” Petitioners'® maintain that ERW and SAW
line pipe comprise a single like product.'

Physical Characteristics and Uses. ERW line pipe is normally produced in sizes between 2 3/8"
through 24" in outside diameter (“OD”), while SAW line pipe is produced in OD sizes from 18" to 72".%
Therefore, ERW line pipe and SAW line pipe overlap in sizes 18" in OD up to 24" in OD. Between 1998
and 2000, more than one-third of U.S. producers’ U.S. CWLDLP shipments were in sizes between 18"
and 24" in OD;*! ERW pipe accounted for *** percent of such shipments while SAW pipe accounted for
*** percent.”

With respect to wall thickness, the Japanese Respondents state that ERW manufactured by
domestic producers has a maximum wall thickness of 0.625" and even less for some producers,” while
SAW pipe has a wall thickness range of 0.25" to 1.5".>* There is no information in the record
as to the proportion of SAW pipe sold between 1998 and 2000 with wall thicknesses not exceeding
0.625".

The nature of the ERW and SAW production methods results in physical distinctions along the
subject pipes’ weld areas. ERW pipe is produced without using a filler metal in the weld, whereas SAW
pipe is welded with such a filler. BP America, Inc. (a purchaser of CWLDLP) states that “[t]he welds [of
ERW and SAW pipe], a critical element of the pipe, are physically different and are considered to differ
in their strength and reliability.”*

There apparently is no difference in the chemistry of the steel in ERW and SAW pipe. ERW is
made from coiled plate, and SAW is made from cut-to-length plate.”® The API specifications for line
pipe permit both ERW and SAW processes in all grades and classes of CWLDLP.”’

14 Specification for Line Pipe, API Specification 5L, 42™ edition, January 2000, at 5-7.

1> The Mexican Respondents are Procarsa SA de CV, Productora Mexicana de Tuberia SA de CV, Tubacero SA,
Tuberia Laguna SA de CV, and Tubesa SA de CV.

16 The Japanese Respondents are Kawasaki Steel Corporation, Nippon Steel Corporation, NKK Corporation, and
Sumitomo Metal Industries, Ltd. :

17 Japanese Respondents’ Postconference Brief at 30-40; Mexican Respondents’ Postconference Brief at 4-13.

18 Petitioners are American Steel Pipe Division of American Cast Iron Pipe Company, Berg Steel Pipe
Corporation, and Stupp Corporation.

19 Petitioners’ Postconference Brief at 5-8.
2 CR at I-7, PR at I-5-1-6.

21 J.S. producers shipped 2,114,800 tons of CWLDLP between 1998 and 2000; shipments of line pipe greater
than 16" in OD and up to 24" in OD accounted for 817,115 tons. CR/PR at Table D-1.

22 See CR/PR at Tables D-1 and D-2. In 2000, however, total U.S. shipments of U.S. producers in this size range
consisted of *** percent ERW pipe and *** percent SAW pipe. See CR/PR at Table D-2.

3 Japanese Respondents’ Postconference Brief at 34.
X CRatl-7,PRatI-6.

25 BP America, Inc. Postconference Brief at 10.

% CR at 1-9 and I-13, PR at I-9 and I-13.
CRatl-8,PRatI-7.



Both ERW and SAW pipe are used for the same end use, namely the transmission of oil and
natural gas.”® However, the respondents in these investigations assert that the specific applications of
SAW pipe and ERW pipe are not the same because SAW pipe is required for more demanding conditions
(e.g., high pressure or extreme temperatures) than ERW pipe.”

In sum, the two types of pipe have some common and some divergent physwal characteristics.
The common characteristics include steel chemistry, API specifications, and some dimensional overlap in
OD and wall thickness. The differences are in the ranges of OD and wall thickness, and in the nature of
the pipes’ weld.

Interchangeability. Once end use size needs are established, interchangeability between ERW
and SAW pipe can only occur within the 18" to 24" OD range in which the two types of pipe overlap.
Petitioners state that “[t]here is complete interchangeability in the market place between ERW and
DSAW products that meet the same specifications,” but provide no additional support for this assertion.*
The Mexican Respondents provided statements from two distributors who contend that there is very little
interchangeability between ERW and SAW pipe. One distributor stated that although SAW, ERW, and
seamless pipe are made to the same specifications, their uses and acceptance vary greatly. In this
distributor’s opinion, SAW pipe has more in common with seamless pipe than with ERW pipe, in that
SAW pipe and seamless pipe are regarded as suitable for critical applications. The distributor noted that
“ERW seldom replaces a SAW requirement,” but that “SAW often replaces ERW requirements.”' Both
distributors state that their customers will, when placing an order, sometimes or (in the case of one
distributor) always specify whether they want ERW or SAW pipe.*? In sum, the record suggests that
interchangeability between ERW and SAW pipe may be limited and primarily in a single direction.

Channels of Distribution. The channels of distribution for ERW and SAW pipe are similar.

Both types of pipe are sold predominantly to end users, but also to distributors. Seventy-seven percent of
U.S. mill shipments of ERW line pipe are to end users and twenty-three percent are to distributors.
Similarly, eighty percent of U.S. mill shipments of SAW line pipe are to end users and twenty percent are
to distributors.*

Common Manufacturing Facilities, Employees, and Methods. The ERW production process and
the SAW production process employ different techniques to produce welded line pipe from flat-rolled
steel.* 3> None of the seven U.S. producers maintain both ERW production lines and SAW production

2B CR at1-8, PR at I-5.
2 CR atI-7, PR at I-4.

30 Petitioners’ Postconference Brief at 6. The terms “SAW” and “DSAW? (double submerged arc welding) refer
to production processes that are essentially similar. CR at I-8 n.25, PR at I-7.

3! Declaration of *** at {7, Attachment 4 to Mexican Respondents’ Postconference Brief.

32 1d. and Declaration of *** at § 6 and 7, Attachment 5 to Mexican Respondents’ Postconference Brief.
33 CR at I-18 and 1-20, Table I-5, PR at I-16.

*CR at1-8 to I-14, PR at I-6 to I-12.

3% We note that the use of multiple methods of manufacturing and/or finishing tubular products, sometimes as a
reflection of dimensional requirements, is not unique to the line pipe industry in question. See, e.g., Certain Welded
Stainless Steel Pipe from Korea and Taiwan, Invs. Nos. 731-TA-540 and 541 (Review), USITC Pub. 3351 at I-12
(Sept. 2000); Circular Seamless Stainless Steel Hollow Products from Japan, Inv. No. 731-TA-859 (Final), USITC
Pub. 3344 at I-6 (Aug. 2000); Certain Seamless Carbon and Alloy Standard, Line, and Pressure Pipe from Japan
and South Africa, Invs. Nos. 731-TA-847 and 850 (Final), USITC Pub. 3311 at I-13 (June 2000); Circular Welded
Carbon Quality Line Pipe, Inv. No. TA-201-70, USITC Pub. 3261 at II-7 (Dec. 1999); Circular Welded Nonalloy
Steel Pipe from Romania and South Africa, Invs. Nos. 731-TA-732 and 733 (Final), USITC Pub. 2973 at I-5 (July

6



lines.*® Therefore, ERW and SAW pipe are not made in the United States in the same manufacturing
facilities, using the same employees, or by common manufacturing methods. .

Producer and Customer Perceptions. Petitioners state that “[b]ecause pipe is ordered to API
specifications and this is the only requirement for meeting customer’s usage, the customers and
producers perceive ERW and DSAW products as being interchangeable.”® As noted above, in
connection with the discussion of interchangeability, there are statements by distributors on the record
claiming that customers perceive ERW and SAW pipe as different products, and that they often, or
always, specify the type of pipe when placing orders. The limited evidence on the record as to producer
and customer perceptions is thus inconclusive.

Price. SAW pipe is more expensive than ERW pipe. Between 1998 and 2000, based on
aggregate average unit values, the price differential for domestic products was 29.6 percent.’® We note,
however, that this differential declined from 38.8 percent in 1999 to 18.4 percent in 2000.° SAW pipe
was more expensive than ERW pipe for each of the four API grade ranges for which the Commission
gathered information, and in each year between 1998 and 2000.%

Conclusion. Although there are merits to both respondents’ and petitioners’ arguments

-concerning the domestic like product, because of the mixed evidence on the record, we determine for
purposes of these investigations that CWLDLP comprises a single domestic like product. Two of the six
factors which the Commission traditionally considers weigh in favor of finding separate like products:
the two types of pipe do not have common manufacturing facilities, employees, or methods; and one type
of pipe is more expensive than the other. With respect to an additional factor, physical characteristics
and uses, the evidence is mixed. One of the six factors points clearly in favor of finding one like product:
both types of pipe have similar channels of distribution. An analysis of the remaining two factors,
interchangeability and customer/producer perceptions, is inconclusive.

Accordingly, for purposes of these preliminary determinations, we determine that there is one
domestic like product coextensive with the scope of these investigations. We intend to examine this
issue more closely in any final phase of these investigations.*'

III. DOMESTIC INDUSTRY

Section 771(4) of the Act defines the relevant industry as the “producers as a [w]hole of a
domestic like product, or those producers whose collective output of a domestic like product constitutes a
major proportion of the total domestic production of that product.”* In defining the domestic industry,
the Commission’s general practice has been to include in the industry producers of all domestic

1996); and Qil Country Tubular Goods from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain, Invs. Nos.
701-TA-363 and 364 & 731-TA-711-717 (Final), USITC Pub. 2911 at II-7 and II-14 (Aug. 1995).

% CR at I-8, PR at I-7.

37 Petitioners’ Postconference Brief at 6.
¥ CRatl-21, PR atI-19.

¥ 1d.

4 CR/PR at Table I-6.

! The Mexican Respondents argue, in the alternative, that if the Commission finds a single domestic like product,
it should expand the like product definition beyond the scope of these investigations to include standard, structural,
and water pipe. Mexican Respondents’ Postconference Brief at 13-17. However, the Mexican Respondents
provide very little information to support this argument, and we see no basis in the record for such a definition.

219 U.S.C. § 1677(4)(A).




production of the domestic like product, whether toll-produced, captively consumed, or sold in the
domestic merchant market, provided that adequate production-related activity is conducted in the United
States.” Based on our like product determination, we determine that there is a single domestic industry
consisting of all domestic producers of CWLDLP.*

IV. CUMULATION®
A. In General

For purposes of evaluating the volume and price effects for a determination of material injury by
reason of the subject imports, Section 771(7)(G)(i) of the Act requires the Commission to cumulate
subject imports from all countries as to which petitions were filed and/or investigations self-initiated by
Commerce on the same day, if such imports compete with each other and with domestic like product in
the U.S. market.* In assessing whether subject imports compete with each other and with the domestic
like product,*’ the Commission has generally considered four factors, including:

) the degree of fungibility between the subject imports from different countries and
between imports and the domestic like product, including consideration of specific

customer requirements and other quality related questions;

) the presence of sales or offers to sell in the same geographical markets of subject
imports from different countries and the domestic like product;

3) the existence of common or similar channels of distribution for subject imports
from different countries and the domestic like product; and

“) whether the subject imports are simultaneously present in the market.*®

“ See, e.g., DRAMs From Taiwan, Inv. No. 731-TA-811 (Final), USITC Pub. 3256 at 6 (Dec. 1999); Stainless
Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-373, 731-TA-
769-775 (Final), USITC Pub. 3126, at 7 (Sept. 1998); Manganese Sulfate from the People’s Republic of China, Inv.
No. 731-TA-725 (Final), USITC Pub. 2932, at 5 & n.10 (Nov. 1995) (the Commission stated it generally considered
toll producers that engage in sufficient production-related activity to be part of the domestic industry); see, e.g., Oil
Country Tubular Goods from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain (“OCTG”), Invs. Nos.
701-TA-363-364 (Final) and Invs. Nos. 731-TA-711-717 (Final), USITC Pub. 2911 (Aug. 1995) (not including
threaders in the casing and tubing industry because of “limited levels of capital investment, lower levels of
expertise, and lower levels of employment™).

* There are no related party issues in the preliminary phase of these investigations. CR/PR at III-1.

> Based on our like product finding, the negligibility of subject imports is not an issue in these investigations. See
19 U.S.C. § 1677(24).

419 U.S.C. § 1677(7)(G)(i).

7 The Uruguay Round Agreements Act (URAA) Statement of Administrative Action (SAA) expressly states that
“the new section will not affect current Commission practice under which the statutory requirement is satisfied if
there is a reasonable overlap of competition,” SAA, H.R. Rep. 103-316, vol. I at 848 (1994), citing Fundicao
Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int’] Trade 1988), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

8 See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos. 731-TA-278-
280 (Final), USITC Pub. 1845 (May 1986), aff’d, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898 (Ct. Int’l

Trade), aff’d, 859 F.2d 915 (Fed. Cir. 1988).




While no single factor is necessarily determinative, and the list of factors is not exclusive, these factors
are intended to provide the Commission with a framework for determining whether the subject imports
compete with each other and with the domestic like product.* Only a “reasonable overlap” of
competition is required.”

Because the petitions in the investigations concerning CWLDLP from Japan and Mexico were
filed on the same day, the first statutory criterion for cumulation is satisfied. In addition, none of the four
statutory exceptions to the general cumulation rule applies for purposes of these determinations.’!
Therefore, we are required to determine whether there is a reasonable overlap of competition both
between the subject imports from Japan and Mexico, and between the subject imports and the domestic
like product.

B. Analysis

Fungibility. There appears to be a moderate to high level of substitutability between domestic
CWLDLP and the subject imports, and between the subject imports. A majority of domestic producers
reported that domestically produced CWLDLP is “always” interchangeable with imports from each of
the subject countries, and that CWLDLP from Japan is always interchangeable with CWLDLP from
Mexico.”? A majority of the importers responding to the Commission’s questionnaire reported that the
subject imports are “sometimes,” “frequently,” or “always” interchangeable with the domestic product,
and with each other.* :

Although imports from Japan between 1998 and 2000 were predominantly in the 24"-and-under
OD range, and imports from Mexico were predominantly in the greater-than-24" OD sizes, there was
nonetheless a reasonable overlap in shipments from the two countries in both size ranges.* There is
some evidence in the record (consisting of a minority of importer questionnaire responses, and testimony
by Mexican producers at the staff conference) that line pipe from Japan and Mexico are not viewed by
customers as being interchangeable.”® On the other hand, record information suggests that Mexican line
pipe may be suitable for the oil and gas pipeline project market, despite the Mexican Respondents’
arguments to the contrary.”®

The substitutability of CWLDLP from Japan with the domestic products and with CWLDLP
from Mexico is limited somewhat by the fact that Japanese mills reportedly supply a number of products

4 See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989).

%0 See Goss Graphic System, Inc. v. United States, 33 F. Supp. 2d 1082 (Ct. Int’l Trade 1998) (“cumulation does
not require two products to be highly fungible’); Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (Ct. Int’1
Trade 1996); Wieland Werke, 718 F. Supp. at 52 (“Completely overlapping markets are not required.”).

3! These exceptions concern imports from Israel, countries as to which investigations have been terminated,
countries as to which Commerce has made preliminary negative determinations, and countries designated as
beneficiaries under the Caribbean Basin Economic Recovery Act. 19 U.S.C. § 1677(7)(G)(ii).

52 CR/PR at Table II-2.
% 1d.

4 Between 1998 and 2000, 61 percent of imports from Japan, and 22 percent of imports from Mexico, were in the
24"-and-under OD range. See CR/PR at Table D-1.

5% See Japanese Respondents’ Postconference Brief at 42, Mexican Respondents’ Postconference Brief at 24.

5 There was one sale for a project application by a Mexican mill between 1998 and 2000. This was of
approximately *** short tons of API X-70 pipe for Phase 4 of the Florida Gas project. Mexican Respondents’
Postconference Brief at 31.



to the U.S. market that are not produced domestically. Imports from Japan of products allegedly not
produced in the United States accounted for 24.0 percent of total imports of subject merchandise from
Japan in 1998, 33.5 percent in 1999, and 24.9 percent in 2000.””

Geographic Overlap. Most imports from Mexico and Japan between 1998 and 2000 entered the
United States through ports in the same geographic area, in Texas and Louisiana.®® The Houston area is
identified in the record as being a distribution hub for CWLDLP, including the domestic product.”® The
record shows that subject imports and domestically-produced CWLDLP are sold throughout the United
States by large distributors of CWLDLP.*

Channels of Distribution. CWLDLP from domestic suppliers and from both of the subject
countries moved in both the distributor and end user channels of distribution between 1998 and 2000.
The ratios of shipments to distributors and end users were as follows: twenty percent to eighty percent
for domestically produced CWLDLP, fifty-five percent to forty-five percent for imports from Japan, and
sixty-seven percent to thirty-three percent for imports from Mexico.*!

Simultaneous Presence. The record shows that there were substantial volumes of imports of
CWLDLP from both of the subject countries in each year between 1998 and 2000.5

Conclusion. There is a moderate to high level of fungibility among domestic products and the
subject imports. In terms of geographic overlap, most of the imports from Mexico and Japan entered the
United States in the same region, in which the domestic product also is sold. Subject imports and the
domestic like product were sold in the same two channels of distribution, although the imported products
from both Mexico and Japan were more heavily concentrated in the distributor channel, while domestic
production moved predominantly in the end user channel of distribution. Finally, the subject imports
from Japan and Mexico were simultaneously present in the U.S. market between 1998 and 2000. Based
on the foregoing, the record indicates that there is a reasonable overlap of competition between the
subject imports from Japan and from Mexico, and between the subject imports and the domestic like
product. Therefore, we have cumulated the volume and effect of imports of CWLDLP from Mexico and
Japan.

V. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF ALLEGEDLY
LTFV IMPORTS

In the preliminary phase of antidumping duty investigations, the Commission determines whether
there is a reasonable indication that an industry in the United States is materially injured by reason of the
imports under investigation.® In making this determination, the Commission must consider the volume
of subject imports, their effect on prices for the domestic like product, and their impact on domestic

" CR at I-15 and Table I-3, PR at I-13.
8 CR at IV-6 and Table D-3, PR at IV-5.

% Transcript of January 31, 2001 Staff Conference (“Transcript”) at 25 (Stavinoha, American Steel Pipe Division
of American Cast Iron Pipe Company).

% E.g. Transcript at 31-32 (Brock, Wilson Supply Corp.) and 115-116 (Fields, J.D. Fields and Co.).
' CR at I-18, PR at I-16.

2 CR/PR at Table IV-2.

# 19 U.S.C. §§ 1671b(a) and 1673b(a).
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producers of the domestic like product, but only in the context of U.S. production operations.** The
statute defines “material injury” as “harm which is not inconsequential, immaterial, or unimportant.”® In
assessing whether there is a reasonable indication that the domestic industry is materially injured by
reason of subject imports, we consider all relevant economic factors that bear on the state of the industry
in the United States.®® No single factor is dispositive, and all relevant factors are considered “within the
context of the business cycle and conditions of competition that are distinctive to the affected industry.”®’

For the reasons discussed below, we determine that there is a reasonable indication that the -
domestic industry is materially injured by reason of subject imports.

A. Conditions of Competition

CWLDLP is used primarily for the transmission of oil and gas in pipelines. Accordingly,
customers require CWLDLP both to complete new pipeline projects and for the repair and maintenance
of existing pipelines. Sales for the former application typically are made directly to the end user, while
sales for the latter application typically are made through distributors. There is greater demand volatility
in sales for new pipeline projects than in sales to distributors.5®

Because most CWLDLP is used in the oil and gas sector, demand for CWLDLP depends to a
large degree on oil and gas prices and the level of activity in that sector. Demand for CWLDLP in the
United States declined between 1998 and 2000; apparent U.S. consumption of CWLDLP decreased from
1.4 million short tons in 1998 to 0.8 million short tons in 2000.% This decline in demand was attributed
to a lack of large-scale pipeline projects since early 1999.” There is some evidence in the record that the
decline in demand for CWLDLP in the latter part of the period of investigation was worldwide: the
domestic industry’s export shipments fell precipitously, from 310,276 short tons in 1998, to 3,747 short
tons in 2000.”" Similarly, exports of CWLDLP from Japan to non-U.S. markets declined from 804,353
short tons in 1998 to 300,611 short tons in 2000, while exports of CWLDLP from Mexico to non-U.S.
markets declined from 40,669 short tons in 1998 to 5,734 short tons in 2000.7

The largest source of supply of CWLDLP in the U.S. market has been the U.S. industry, which
held as much as 75 percent of the market in 1999.” However, the domestic industry’s share of the U.S.
market fell below 40 percent in 2000.”* U.S. producers’ production capacity declined moderately

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

%19 U.S.C. § 1677(T)(A).

%19 U.S.C. § 1677(7)(C)(iii).

§719 U.S.C. § 1677(7)(C)(iii).

% We intend to explore further in any final phase investigations the extent to which the U.S. market for
CWLDLP is segmented, and the relevance of any segmentation to our injury analysis.

% CR/PR at TableIV-4.

™ CR at II-3, PR at II-2.

" CR/PR at Table I1I-3.

2 CR/PR at Tables VII-2 and VII-4. We note that exports of CWLDLP from Japan and Mexico to the United
States did not fall precipitously. Id.

3 CR/PR at Table IV-4.
7 1d.
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throughout the period examined, but production declined steeply, effectively idling more than 80 percent
of reported capacity in 2000.”

Nonsubject imports are a significant source of supply, falling from 15.5 percent of apparent U.S.
consumption in 1998, to 9.1 percent in 1999, but then rising to 31.2 percent in 2000.7

B. Volume of the Cumulated Subject Imports

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

The quantity of subject imports declined from 324,262 short tons in 1998 to 198,468 short tons
in 1999, and then increased to 247,058 short tons in 2000.® The share of domestic consumption
supplied by subject imports declined from 23.0 percent in 1998 to 16.1 percent in 1999, and then rose to
29.4 percent in 2000.” The increase in the absolute volume and the market share of subject imports from
1999 to 2000 coincided with a substantial decline in apparent U.S. consumption, which dropped from
1,233,069 short tons in 1999 to 839,410 short tons in 2000, or by almost 32 percent, and with a sharp
decline in the domestic industry’s market share, which fell from 74.8 percent in 1999 to 39.4 percent in
2000. In light of the sharp increase in the subject imports’ market share from 1999 to 2000, we find the
volume of subject imports of CWLDLP to be significant.

C. Price Effects of the Cumulated Subject Imports

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

(I) there has been significant price underselling by the imported merchandise as
compared-with the price of domestic like products of the United States, and

(II) the effect of imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have occurred, to a significant
degree.®

The record indicates that subject imports and the domestic like product are generally
substitutable, since API specifications establish a baseline, if not a standard, for sales in the United
States. This substitutability, however, may be moderated by apparent limitations in the domestic
industry’s product line and by the fact that CWLDLP from Mexico may be viewed as being of lesser
quality than the domestic like product.®!

> CR/PR at Table I11-2.

¢ CR/PR at Table IV-4.

719 U.S.C. § 1677(7)(C)(i).

™ CR/PR at Table IV-2.

 CR/PR at Table IV-4.

8 19 U.S.C. § 1677(7)(C)(ii).

8 CR at I-15, Table I-3, and 11-4-7, PR at I-15, Table I-3, 1I-3-6.
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The means by which prices for CWLDLP are established vary according to the portion of the
market in which a sale takes place. Distributors typically purchased CWLDLP on a spot basis. Line pipe
project sales are typically made through a standard bidding process using sealed bids. Recently, some
project sales have been made using on-line reverse auctions, although this appears to account for only a
small portion of current sales.*

The information on the record for the two pricing products indicates that prices for the domestic
like product declined between 1998 and 2000.% #* Reported pricing data for the ERW product from
Japan commenced in the third quarter of 1998, and prices of these imports immediately began to decline,
consistently underselling the equivalent domestic pipe by significant margins, starting in the fourth
quarter of 1998. Domestic prices fell irregularly beginning in the third quarter of 1998, bottoming out in
the fourth quarter of 1999 and recovering somewhat in 2000. Mexican pipe was sold through the first
quarter of 2000, but at more stable prices than either the Japanese or the U.S. product. Mexican pipe
consistently undersold the U.S. pipe, but at about half the levels of the Japanese product.®

Reported pricing data for the SAW product from Japan commenced in the third quarter of 1998
at a level higher than domestic pipe, then immediately began to decline, consistently underselling the
equivalent domestic pipe by significant margins starting in the fourth quarter of 1998. Domestic prices
fell irregularly beginning in the second quarter of 1999, not bottoming out until the fourth quarter of
2000. Mexican pipe was sold beginning in the third quarter of 1999, underselling the domestic pipe but
initially at prices higher than the Japanese pipe. Mexican prices declined rapidly, however, between the
second quarter of 2000 and the end of the year.®

The limited data gathered for the two pricing products also shows consistent underselling.
Imports from Japan were priced below the U.S. product in 17 out of 18 quarters in which comparisons
were possible, with margins averaging 19.2 percent for the ERW product and 15.6 percent for the SAW
product. Imports from Mexico were priced below the U.S. product in all 14 quarters in which
comparisons were possible, with margins averaging 13.6 percent for the ERW product and 23.8 percent
for the SAW product.®” While AUV data is of limited utility in these investigations due to product mix
issues, we note that AUV for the subject imports were also consistently below those for the domestic
like product.®® The record also contains some evidence of lost sales due to the subject imports.*

Based on the record in these preliminary investigations, we find there has been significant price
underselling by imports of the subject merchandise, and that increasing volumes of the subject
merchandise depressed prices to a significant degree.

82 See CR at V-4, PR at V-3 for a description of on-line reverse auctions.
& CR/PR at Figures V-3 and V-4.

# In any final phase investigations, we intend to examine the effects that declining demand in the latter
part of the period of investigation had on prices for CWLDLP.

% CR/PR at table V-1.

% CR/PR at table V-2.

8 CR at V-6 and V-19, PR at V-4 and V-7.
8 CR/PR at Table I-6.

8 CR at V-10, PR at V-7.
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D. Impact of the Cumulated Subject Imports on the Domestic Industry

Section 771(7)(C)(iii) provides that the Commission, in examining the impact of the subject
imports on the domestic industry, “shall evaluate all relevant economic factors which have a bearing on
the state of the industry.”® These factors include output, sales, inventories, capacity utilization, market
share, employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital,
and research and development. No single factor is dispositive and all relevant factors are considered
“within the context of the business cycle and conditions of competition that are distinctive to the
industry.”! 2%

All of the indicators regarding the health of the domestic industry declined from 1999 to 2000.
The domestic industry’s operating income fell from $65.1 million in 1999 to an operating loss of $22.9
million in 2000.** The number of firms that sustained operating losses doubled from three in 1999 to six
in 2000.”> Domestic producers reported that subject imports negatively affected their returns on
investment and their ability to raise capital.”® Production fell from 927,083 short tons in 1999 to 331,350
short tons in 2000, and all of the domestic industry’s other production-related indicators declined from
1999 to 2000.”” The domestic industry’s market share dropped from 74.8 percent in 1999 to 39.4
percent in 2000, while the market share of subject imports rose.”® Employment-related indicators also
showed sharp erosion in this period.”

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

119 U.S.C. § 1677(7)(C)(iii).
%2 The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.S.C. § 1677(7)(C)(iii) (V). In its notice of

initiation, Commerce estimated dumping margins of 30.80 percent for Japan and 49.86 percent for Mexico. 66 Fed.
Reg. 11266, 11268 (Feb. 23,2001).

> Commissioner Bragg notes that she does not ordinarily consider the magnitude of the margin of dumping to be
of particular significance in evaluating the effects of subject imports on the domestic producers. See Separate and
Dissenting Views of Commissioner Lynn M. Bragg in Bicycles from China, Inv. No. 731-TA-731 (Final), USITC
Pub. 2968 (June 1996); Anhydrous Sodium Sulfate from Canada, Inv. No. 731-TA-884 (Preliminary), USITC Pub.
3345 (Sept. 2000) at 11 n.63.

% CR/PR at Table VI-1.
> CR/PR at Table VI-1
% CR/PR at Appendix E.

" CR/PR at Table II-2. Domestic producers’ U.S. shipments declined from 922,515 short tons in 1999 to
330,635 short tons in 2000. CR/PR at Table III-3. Total net sales fell from 969,613 short tons in 1999 to 333,303
short tons in 2000. PR/CR at Table VI-1. The domestic industry’s capacity utilization was 43.7 percent in 1999
and 15.7 percent in 2000. CR/PR at Table I1I-2. Although the absolute levels of end-of-period inventories declined
slightly from 1999 to 2000 (falling from 56,153 to 48,605 short tons), the ratio of inventories to production
increased from 6.1 percent in 1999 to 14.7 percent in 2000. CR/PR at Table I1I-4.

% CR/PR at Table IV-4.

% From 1999 to 2000, the number of production and related workers dropped from 984 to 566; productivity fell
from 493.8 tons per hour to 311.1 tons per hour; hours worked declined from 1.9 million to 1.1 million; wages paid
fell from $37.8 million to $19.3 million; and hourly wages declined from $20.13 to $18.12. CR/PR at Table III-5.
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The record indicates that increased volume of lower-priced subject imports depressed prices to a
significant degree, while the domestic industry suffered declines in all indicators. We thus find that the
cumulated subject imports have had a significant adverse impact on the domestic CWLDLP industry.

CONCLUSION

For the foregoing reasons, we determine there is a reasonable indication that an industry in the
United States is materially injured by reason of imports of certain welded large diameter line pipe from
Japan and Mexico that are allegedly sold in the United States at less than fair value.
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PART I: INTRODUCTION

BACKGROUND

These investigations result from a petition filed on January 10, 2001, by Berg Steel Pipe Corp.,
Panama City, FL; American Steel Pipe Division of American Cast Iron Pipe Co., Birmingham, AL; and
Stupp Corp., Baton Rouge, LA (collectively “petitioners”). The petition alleges that an industry in the
United States is materially injured or threatened with material injury by reason of less-than-fair-value
(LTFV) imports of certain welded large diameter line pipe (CWLDLP)' from Japan and Mexico.
Information relating to the background of the investigations is provided below.?

Federal Register
Effective date Action citation
January 10, 2001 Petitions filed with Commerce and the Commission; Commission | 66 FR 4860,
institutes investigations ‘ January 18, 2001

January 31, 2001 Commission’s conference * NA
February 22, 2001 Commission’s vote NA
February 23, 20012 Initiation of investigations by Commerce 66 FR 11266
March 5, 2001 Commission’s views transmitted to Commerce NA

' A list of witnesses that appeared at the conference is presented in app. B.

2 Commerce transmitted its notice of institution to the Commission on February 6, 2001.

ORGANIZATION OF THIS REPORT

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) provides that in
making its determinations of injury to an industry in the United States, the Commission--

shall consider (1) the volume of imports of the subject merchandise, (II)
the effect of imports of that merchandise on prices in the United States
Jfor domestic like products, and (I1I) the impact of imports of such
merchandise on domestic producers of domestic like products, but only
in the context of production operations within the United States; and. . .
may consider such other economic factors as are relevant to the
determination regarding whether there is material injury by reason of
imports.

! The product covered by these investigations is welded carbon and alloy line pipe, of circular cross section and
with an outside diameter (OD) greater than 406.4 mm (16 inches), whether or not stenciled. The product is
provided for in subheadings 7305.11.10, 7305.11.50, 7305.12.10, 7305.12.50, 7305.19.10, and 7305.19.50 of the
Harmonized Tariff Schedule of the United States (HTSUS). A complete description of the imported product
subject to investigation is presented in the section of this report entitled The Product.

? Federal Register notices cited in the tabulation are presented in app. A.
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Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C)) further provides that--

In evaluating the volume of imports of merchandise, the Commission
shall consider whether the volume of imports of the merchandise, or any
increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.

In evaluating the effect of imports of such merchandise on prices, the
Commission shall consider whether. . .(I) there has been significant
price underselling by the imported merchandise as compared with the
price of domestic like products of the United States, and (1) the effect of
imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have
occurred, to a significant degree.

In examining the impact required to be considered under subparagraph
(B)(i)(I11), the Commission shall evaluate (within the context of the

business cycle and conditions of competition that are distinctive to the

affected industry) all relevant economic factors which have a bearing on

the state of the industry in the United States, including, but not limited to

... (D) actual and potential decline in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (Il) factors
affecting domestic prices, (II) actual and potential negative effects on cash flow,
inventories, employment, wages, growth, ability to raise capital, and investment,
(IV) 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 domestic like product, and (V) in [an
antidumping investigation], the magnitude of the margin of dumping.

Information on the subject merchandise, alleged margins of dumping, and domestic like product
is presented in Part I. Information on conditions of competition and other relevant economic factors is
presented in Part II. Part III presents information on the condition of the U.S. industry, including data on
capacity, production, shipments, inventories, and employment. The volume and pricing of imports of the
subject merchandise are presented in Parts IV and V, respectively. Part VI presents information on the
financial experience of U.S. producers.

The statutory requirements and information obtained for use in the Commission’s consideration
of the question of threat of material injury are presented in Part VII.

SUMMARY DATA

A summary of data collected in these investigations is presented in appendix C.> Except as
noted, U.S. industry data are based on questionnaire responses of seven firms accounting for all known
domestic production of CWLDLP for the period 1998-2000, the period for which data were gathered in
these investigations. U.S. imports of CWLDLP are based on official Commerce statistics, adjusted.

? Includes data for the U.S. markets for possible domestic like products.
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PREVIOUS INVESTIGATIONS

The Commission has conducted two other investigations concerning welded large diameter line
pipe. In 1984 the Commission conducted an antidumping duty investigation of Large Diameter Carbon
Steel Welded Pipes from Brazil, Inv. No. 731-TA-183 (Preliminary), USITC Publication 1524, May
1984. The Commission terminated the final investigation in that case after petitioner (Berg Steel Pipe)
withdrew its petition.*

Also in 1984, the Commission completed a safeguard investigation of Carbon and Certain Alloy
Steel Products, Inv. No. TA-201-51, USITC Publication 1553, July 1984. The Commission determined
that an industry producing pipes and tubes (including CWLDLP) was not seriously injured by reason of
increased imports of the subject product.

THE NATURE AND EXTENT OF ALLEGED SALES AT LTFV

Commerce has initiated antidumping investigations based on petitioners’ allegations of LTFV
sales. The following tabulation provides the estimated dumping margins (in percent ad valorem) as
adjusted by Commerce for countries subject to these investigations:

Country Margin
' (percent)
Japan 30.80
Mexico 49.86
THE PRODUCT

Commerce has defined the imported product subject to the scope of its investigations as-->

welded carbon and alloy line pipe, of circular cross section and with an outside diameter
greater than 16 inches in diameter, whether or not stenciled. This product is normally
produced according to American Petroleum Institute (API) specifications, including
Grades A25, A, B, and X grades ranging from X42 to X80, but can also be produced to
other specifications . . . Specifically not included within the scope of this investigation is
American Water Works Association (AWWA) specification water and sewage pipe.®

#50 FR 10118, March 13, 1985.

5 The full statement of the scope and, thus, of the product subject to investigation is contained in Commerce’s
Notice of Initiation of Antidumping Duty Investigations: Welded Large Diameter Line Pipes From Mexico and
Japan (66 FR 11267, February 23, 2001).

¢ The subject product is provided for in subheadings 7305.11.10, 7305.11.50, 7305.12.10, 7305.12.50,
7305.19.10, and 7305.19.50 of the HTSUS. Although the HTSUS subheading numbers are provided for
convenience and Customs purposes, the written description of the scope is dispositive. The 2001 column 1 duty
rates on goods entering under those subheadings are 0.6 percent ad valorem for carbon steel and 1.5 percent for
alloy steel for Japanese products, and 0.3 percent for carbon steel and 0.9 percent for alloy steel for eligible goods
of Mexico under NAFTA.



Petitioners have indicated that they are in the process of reviewing other product exclusions.
Counsel for petitioners has stated that “in consultation with other domestic producers in the industry,
distributors, and eventually with the foreign producers, we will be making exclusions to the scope during
the course of this investigation for certain sizes and wall thickness combinations that are not produced by
any producer in the United States.”’

DPOMESTIC LIKE PRODUCT

In making its injury determinations the Commission first determines the domestic like product.
The Act defines “domestic like product” as “a product that is like, or in the absence of like, most similar
in characteristics and uses with, the article subject to an investigation” (19 U.S.C. § 1677(10)).

Petitioners argue, on the basis of the factors the Commission considers in analyzing like product
issues, that there should be a single like product: large diameter line pipe greater than 16 inches in OD.?
Respondents argue that the Commission should find that electric resistance welded (ERW) line pipe and
submerged arc welded (SAW) line pipe are separate like products.’ In its 1984 investigation of large
diameter carbon pipe from Brazil, the Commission found one like product consisting of “large-diameter
carbon steel welded pipes which exceed 16 inches in outside diameter.”'

Regarding its like product determinations, the Commission considers whether there should be
separate domestic like products based on a number of factors including (1) physical characteristics and
uses; (2) interchangeability; (3) channels of distribution; (4) customer and producer perceptions; (5)
common manufacturing facilities and production employees; and where appropriate, (6) price.
Information gathered during these investigations on the like product factors is presented below.

Physical Characteristics and Uses

Steel pipes and tubes are made in circular, rectangular, or other cross sections and can be divided
into two general categories according to the method of manufacture--welded or seamless.!" AISI has

7 Conference transcript (TR), pp. 9-10 (Schagrin). Mr. Schagrin also indicated that product made by European
parents of U.S. producers that is not made in the United States will be excluded from the scope (TR, p. 156).

8 February 5, 2001, postconference brief of Schagrin Associates on behalf of petitioners, p. 4.

° February 5, 2001, postconference brief of Arent Fox on behalf of Kawasaki Steel Corp. (Kawaski), Nippon Steel
Corp. (Nippon), NKK Corp. (NKK), and Sumimoto Metal Industries, Ltd. (Sumitomo) (collectively “Japanese
respondents”), p. 30; and postconference brief of White & Case on behalf of Procarsa SA de CV (Procarsa),
Productora Mexicana de Tuberia SA de CV (PMT), Tubacero SA (Tubacero), Tuberia Laguna SA de CV (Tuberia
Laguna), and Tubesa SA de CV (Tubesa) (collectively “Mexican respondents™), p. 3.

' Large Diameter Carbon Steel Welded Pipes from Brazil, Inv. No. 731-TA-183 (Preliminary), USITC
Publication 1524, May 1984, p. 4. The Commission also found that the subject products “are produced to American
Iron and Steel Institute (AISI) specifications and are used primarily as line pipes,” and that “(l)ine pipes are used for
the transportation of gas, oil, or water generally in a pipeline or utility distribution system.” Id.

'! Welded pipe more commonly is used to transport liquids at or near atmospheric pressure. Seamless pipe is
more commonly used in demanding applications that require exceptional strength, high pressure containment, and a
great degree of reliability. US Steel is the only known U.S. producer capable of manufacturing seamless large
diameter line pipe up to 24 inches OD at its Lorain, OH, facilities (January 24, 2001, amendment to the petition,

p- 2).
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defined six end-use categories: standard pipe, line pipe, structural pipe and tubing, mechanical tubing,
pressure tubing, and oil-country tubular goods (OCTG)."> AISI further defines line pipe as follows:

Line pipe.—Used for transportation of gas, oil or water generally in a pipeline or utility
distribution system. It is produced to American Petroleum Institute (API) and American Water
Works Association (AWWA) specifications."

The API designates standards for different classes and grades of line pipe according to types,
sizes, and strengths. API Specification 5L provides standards for “pipe suitable for use in conveying gas,
water, and oil in both the oil and natural gas industries.”'* CWLDLP is line pipe with an OD greater than
16 inches (excluding water pipe as specified by the AWWA).

Carbon and alloy steels'® are the most common materials for line pipe because of their high
strength and moderate costs. Oil and natural gas are usually transported from wells to treating or storage
facilities through short pipelines, commonly known as transfer lines or flow lines. In contrast,
transmission lines are primarily used for long distance transportation of oil, natural gas, and petroleum
products. Among the most serious problems associated with oil and natural gas transportation are the
impurities produced with the hydrocarbons. Water, hydrogen sulfide, carbon dioxide, and oxygen can
corrode the metal and weaken pipes and equipment.

According to the National Association of Steel Pipe Distributors (NASPD), ERW pipe is:

° normally produced in sizes from 2-3/8 inches through 24 inches OD;

° primarily used as API line pipe for the transmission of gas and oil, and is also used for
the transmission of water, under AWWA specifications, as piling and slurry pipe and in
mechanical applications; and

. purchased by oil companies, steel fabricators, piling contractors, dredging contractors,
pipe distributors, and pipe line companies.'

12 Standard, line, and pressure pipe are generally intended to convey substances and are typically tested and rated
for their ability to withstand internal hydrostatic pressure. Structural pipe and tubing is used for construction and
load-bearing purposes. OCTG are steel pipes and tubes used in the drilling of oil and gas wells and in conveying oil
and gas to ground level.

13 Instructions For Reporting Steel Shipment Statistics, AISI, January 1988.

' Specification for Line Pipe, API Specification 5L, 42™ edition, January 2000, p. 1. The specification covers
seamless and welded steel line pipe.

' The AISI defines carbon steels as all ferrous materials other than alloy and stainless which are usefully
malleable and which contain by weight 2 percent or less of carbon. Small quantities of certain residual elements,
such as copper and nickel, are considered as incidental. It defines alloy steels as steels which do not comply with
the definition of stainless steel and contain specific shares, by weight, of a variety of elements including aluminum,
boron, chromium, cobalt, copper, lead, manganese, molybdenum, nickel, niobium, and silicon. These elements
serve to improve the hardenability and toughness of the steel. It further defines stainless steels as alloy steels
containing by weight 1.2 percent or less of carbon and 10.5 percent or more of chromium with a minimum of 50
percent of iron. (AISI - Instruction for Reporting Steel Shipment Statistics, January 1988.)

18 Tubular Products Manual, NASPD, 1996, pp. 5-6.
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NASPD reports that SAW pipe is:

° produced in sizes from 18 inches through 72 inches OD and wall thicknesses
from 0.250 inch through 1.5 inches;

° used in high pressure gas and oil transmission lines (both onshore and offshore),
structural members, and pipe piles;'” and

° purchased by liquid and gas transmission companies, hammer companies,

construction contractors, platform fabricators, and pipe distributors.

Petitioners argue that the uses of ERW and SAW, i.e., the transmission of oil and natural gas, are
exactly the same regardless of the production process.'® Respondents allege that the more expensive
SAW pipe is designed for more demanding operating conditions including high pressure, extreme
temperatures, and chemically corrosive environments. Examples include deepwater and arctic
transportation projects. The lighter wall and cheaper ERW pipe is suitable for less demanding
applications including projects in shallow water and low-pressure operating conditions. ERW pipe is
available in longer lengths, which may reduce field welding costs and lower long-term maintenance
expenses.”

Manufacturing Processes, Facilities, and Production Employees
The API 5L specification provides for a number of line pipe manufacturing processes as follows:*
Without filler metal--

° Electric welding.—Process of forming a seam by electric-resistance or electric-
induction welding wherein the edges to be welded are mechanically pressed
together, and heat for welding is generated by the resistance to flow of the electric
current.

. Laser welding.—Process that uses a laser beam and a keyholing technique to produce
melting and coalesence of the edges to be welded. The edges may be preheated.
Shielding is obtained entirely from an externally supplied gas or gas mixture.”!

71d., p. 6. NASPD also reports that “(w)ith the development of the SAW process, the production of large hot
rolled coils of sufficient width and the development of dependable non-destructive testing methods, it is now
possible to produce spiral weld pipe for high pressure service.” Id., p. 7.

'8 February 5, 2001, postconference brief of Schagrin Associates on behalf of petitioners, p. 5.
' February 5, 2001, postconference brief of Arent Fox on behalf of Japanese respondents, p. 35.
 Specification for Line Pipe, API Specification 5L, 42™ edition, January 2000, pp. 5-6.

2! Laser welding was recently included in the API 5L standard, effective July 1, 2000 (February 5, 2001,
postconference brief of Schagrin Associates on behalf of petitioners, exhibit 13).
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With filler metal-**

° Submerged-arc welding.—Process that produces coalescence of metals by heating
them with an arc or arcs between a bare metal consumable electrode or
electrodes and the work. The arc and molten metal are shielded by a blanket of
granular, fusible material on the work. Pressure is not used, and part or all of the
filler metal is obtained from the electrodes.

The API specifications permit both ERW and SAW processes in all grades and classes of large
line pipe.” The two principal welding processes utilized by U.S. manufacturers are the ERW process,
which is suitable for thinner walled and smaller diameter pipes,** and the SAW process, which is mainly
used for larger diameter pipes.” Because of different equipment and procedures, domestic producers
manufacture CWLDLP using either the ERW or the SAW process. Four of five producers/exporters in
Mexico likewise produce the subject products using either one or the other process, while the four known
producers/exporters in Japan use both processes.” Table I-1 presents available information relating to
domestic and foreign producers’ production capabilities.

Line pipe of virtually any size is produced from rolled-steel plate of weldable quality. The
sequence of operations to produce CWLDLP from steel plates includes forming and welding of the steel
pipe, sizing or expanding of the pipe to the designed diameter (for heavy-walled), and finishing
operations. The two major processes are described following table I-1.

22 The API specification also allows for the gas metal-arc welding (GMAW) process which is similar to the SAW
process except that the weld is shielded by an external flow of inert gas mixture (Specification for Line Pipe, API
Specification 5L, 42™ edition, January 2000, p. 6). This process is used principally in pipe less than or equal to 16
inches OD.

3 1d., Table 1, p. 36.
2 United States Steel, The Making, Shaping and Treating of Steel, 10" Edition, p. 1029.

2 The SAW process is commonly referred to as double submerged arc welding (DSAW). Both names refer to
essentially the same process.

?¢ The Mexican producer Tubacero produces ERW and SAW pipe at the same manufacturing facility, while two
of the four producers in Japan, Kawaski and Sumitomo, utilize both the ERW and SAW processes at the same
manufacturing facility. Pipe and Tube Mills of the World, pp. 252-309 (January 22, 2001, amendment to the
petition, attachment 7).



Table 11

CWLDLP: Producers’ production capabilities, by country and specifications

. Size Wall e s
Country/firm Production (inches thickness Length API specificiations/
process oD) (inches) (feet) grades
UNITED STATES:
. Continuous-
American line (CL) ERW 18-24 .219 - .625 25-85 API 5L B, X42-X80
Pyramid- API 5L B, X42-X70,
Berg rolling SAW 24 -64 .312-1.375 20-40 PSL1&2
Bethlehem UOE SAW 20 - 42 .281 - 1.000 25-81 API 5L A, B, X42-X70
Napa UOE SAW 18 - 42 .250 - 1.000 40 -80 API 5L B, X42-X80
Saw UOE SAW 24 - 48 .250-1.000 36 -80 API 5L A, B, X42-X80
Stupp CL ERW 18-24 .250 - .562 20-85 API 5L B, X42-X70
US Steel CL ERW 18 -20 .188 - .406 16 - 80 API 5L B, X42-X70
JAPAN:
CL ERW 18 - 26 .219 - .688 18 - 66 API 5L B, X42-X70
Kawasaki UOE SAW 20-64 .250-1.75 40 - 60 API 5L B, X42-X80
API 5L B, X42-X80 and
ERW 18-24 .18 - .87 18-60.2 above
APl 5L B, X42- X80 and
Nippon UOE SAW 18 - 56 .25-1.57 29.6-60.9 above
ERW 18-24 109 - .752 20-60 API1 5L B, X42-X80
NKK SAW 18 - 56 .236-2.0 20-60 | API5L B, X42-X80 (X100)
API 5L B, X42- X80 and
ERW 18-24 20-.75 40 - 60 above
API 5L B, X42- X80 and
Sumitomo UOE SAW 18 - 56 .25-1.575 40 - 60 above
MEXICO:
API 5L B, X42-X70,
PMT SAW 18 -48 25-1.125 39-41 PSL1 & 2
Procarsa ERW 18 -20 .25-.50 20-60 API 5L B, X42-X65
CL ERW 18 - 42 219-1.125 20-50 API 5L B, X42-X80
Pyramid-
Tubacero rolling SAW 20-48 219-1.0 20-50 API 5L B, X42-X80
Tuberia Laguna CL ERW 18-24 .25-.50 20-40 API 5L B, X42-X60
Tubesa Spiral SAW 20-80 312-1.0 20-50 API 5L B, X42-X65

Source: Compiled from data submitted in response to Commission questionnaires and available
company websites.
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SAW Pipe?”’
The API 5L specification provides for a number of SAW pipes as follows:

(1) Longitudinal SAW pipe.—Pipe that has one longitudinal seam produced by the
automatic SAW process. At least one pass shall be on the inside and at least one pass
shall be on the outside. (This pipe is also known as SAW pipe.)

(2) Double seam SAW pipe (“DSSAW?™).—Pipe that has two longitudinal seams produced
by the automatic SAW process.

(3) Helical SAW pipe.—Pipe that has one helical seam produced by the automatic SAW
process. (This type of pipe is also known as spiral weld pipe.)™

Forming stage

SAW pipe is produced from steel plate which is cut to length and, one length at a time,
proceeds through various steps including (a) shearing and edge planing to ensure that the plate is
flat and aligned so that the two edges of the steel plate are parallel and square with the ends, (b)
crimping or pre-bending of the plate edges in order to avoid a flat surface along the seam of the
pipe, and (c) bending the plate to the desired form. The SAW manufacturing process is
graphically depicted in figure I-1.

The two primary methods of shaping line pipe in the SAW process are the pyramid
rolling and the UOE-methods.” The pyramid rolling machine consists of an elongated three-roll
bending apparatus with the two bottom rolls fixed and the top roll movable along a vertical
plane. The flat-rolled steel is moved into position beneath the top roll, and through the proper
combination of force and counterpressure, the steel is shaped into a cylinder around the top roll.
The edges of the pipe are formed by a continuous crimping machine, which prepares the edges
for welding. When this is accomplished, the pipe is welded along the joint axis. Finally, the
pipe is sized to ensure that it meets specifications on roundness and diameter at the ends. The
sizing machine consists of a top and bottom roll shaped to the desired configuration of the pipe.
Pressure is applied on the top roll to exert a force on the pipe as it is passed between the two
rolls.

In the UOE method, the plate is crimped by bending the edges upward; it then enters the
U-press, where a die bends it into a “U” shape. Next, the “U” enters the O-press, where the walls
of the “U” are forced downward, resulting in an “O” shaped pipe. The pipe is then welded

27 Specification for Line Pipe, API Specification 5L, 42™ edition, January 2000, p. 5.

% The 344-mile Vector gas pipeline (Joliet, IL, to St. Clair River, Ontario) has been supplied principally by two
CWLDLP producers in Canada, IPSCO and Welland Pipe, Ltd. The pipeline is being constructed of *** line pipe
manufactured by the two Canadian producers using the spiral DSAW process. February 8, 2001, staff interviews
with ***_ *** also reported that pipeline design engineers for U.S. oil and gas pipeline companies have a
preference for longitudinal DSAW pipe. However, he noted that spiral DSAW pipe produced by *** was sold for
use in the Gulf of Mexico 20 years ago.

¥ Large Diameter Carbon Steel Welded Pipes from Brazil, Inv. No. 731-TA-183 (Preliminary), USITC
Publication1524, May 1984, pp. A-3-4.

I-9



Buunseoy ez1g JNewoINY

'gz-zZ 'dd ‘Bojejes adid aui) pjesemey] :99inog

-poyjouwi 30N

sassaso0ud Buunjoesnuew pvs
}-1 8anBiy




along the joint axis. In order to round the pipe and to ensure proper yield strength (which may be
reduced in the O-press), two methods of expansion are utilized—mechanical and hydraulic. In the
mechanical expander, the pipe is moved over a head mechanism with symmetrical segments that can
exert force on the inside of the pipe, thereby causing it to expand. In the hydraulic expander, the pipe is
closed at both ends, filled with water, and then pressurized. Under high pressure, the pipe expands to fill
outside dies of the desired size. The pipe is then tested and inspected.

Welding stage

The metal edges are heated with an electric arc between the edges and a consumable electrode or
electrodes. The weld is blanketed by a shield of granular, fusible flux to protect the hot weld from
chemically reacting with the surrounding air. Filler metal comes from the electrodes. Pipes are usually
welded on both the outside and inside of the same seam.

Following the welding process, the scaly deposit left from the flux must be scraped away and the
pipe cleaned. The weld is then inspected to correct any defects. Specific heat treatments can be
performed to achieve the desired physical properties for the weld section.

Sizing or expanding, testing, and finishing stage

Subsequent to the welding stage, the final diameter for the pipe is obtained by means of a
hydraulic press that forces the pipe shell against an outside retaining jacket. Alternatively, expansion can
also be achieved mechanically by inserting a mandrel inside the pipe. Following this stage, the pipe may
be subjected to various tests including hydrostatic testing and X-ray examination of the weld in order to
detect any defects and, if desired, would undergo the finishing of the ends of the pipe.

ERW Pipe

ERW pipe is formed from hot-rolled coil produced on a hot-strip mill. In the forming stage of
ERW pipe, a single-width strip is used. The width of the strip is equal to the perimeter of the pipe to be
welded. The strip is continuously formed into a circular shape by shaped rolls. In the welding stage, the
still-unwelded pipe is heated by electric resistance or electric induction to the desired temperature, and
the formed edges are then mechanically pressed together to form a seam. This welding process does not
need a filler metal. The last phase, testing and finishing, is essentially similar to that of the SAW
production process. The ERW manufacturing process is graphically depicted in figure I-2.
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Figure I-2
ERW manufacturing process
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Interchangeability and Customer and Producer Perceptions

Generally, foreign and domestic CWLDLP can largely be used interchangeably, depending on
the specifications set out by the customer. Engineering design and specifications limit the
interchangeability between pipe of different sizes and between carbon and alloy steel. Data concerning
U.S. shipments of domestically produced and imported CWLDLP by type of weld, grade, and size are
presented in table I-2 and in appendix D. The data indicate that CWLDLP is imported from Japan and
Mexico within the same range of types, grades, and sizes. For most subject product, there does not
appear to be a high degree of differentiation between foreign and U.S.-produced pipe based on the type
of production process or on the basis of quality.

With respect to ERW and SAW pipe, there is an overlap in sizes produced by the two processes
in the 18-24 inch OD range. During 1998-2000, this size range accounted for 43.5 percent, based on
quantity, of total CWLDLP U.S. shipments (see table D-1). In this size category SAW pipe accounted
for 7.1 percent of total U.S. shipments, *** percent of U.S.-produced shipments, 22.4 percent of U.S.
shipments of imports from Japan, and *** percent of U.S. shipments of imports from Mexico (see table
D-2).%°

Respondents argue that there are many subject products that are not available from U.S.
producers. In response to Commission questionnaires, nine firms that import the subject product from
Japan provided the quantity and value of such CWLDLP, and the data are presented in table I-3. Imports
from Japan for which there was reportedly no U.S. production accounted for a high of 33.5 percent of
total imports (based on quantity) from Japan during 1999 and a low of 24.0 percent during 1998.

3% An additional overlap occurs in the 25-42 inch OD size category with respect to Japan. The only known
producer of 26 inch OD ERW pipe, Kawasaki, exports the product to the United States. In this size category such
ERW pipe accounted for *** percent of total U.S. shipments of imports of CWLDLP from Japan during 1998-2000
(see table D-2). .

I-13 L13



Table 1-2

CWLDLP: Shares of U.S. shipments of domestically produced and imported products, by weld types,
grades, and sizes, 1998-2000’

(In percent)

Source
Item U.S.-produced Japan Mexico
1998 1999 2000 1998 1999 2000 1998 1999 2000
Weld type:
ERW 40.4 28.9 456 39.2 456 46.8 14.8 11.8 48
SAW 59.6 711 54.4 60.8 54.4 53.2 85.0 88.2 95.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 99.8 100.0 99.8

Grade:
X40-X49 15.9 10.3 194 22.0 38.8 46.6 53.9 39.4 28.6
X50-X59 2.8 2.1 54 257 30.2 31.5 29.3 12.7 10.3
X60-X69 30.5 10.1 34.1 41.9 16.3 11.8 52 6.8 1.6
X70 and above 485 76.6 37.7 10.3 9.2 6.7 3.3 334 38.1
Other 23 1.0 34 0.1 56 3.3 8.3 7.7 21.3

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Size:
>161in. < 24 in. OD 41.7 29.7 55.6 74.0 451 58.5 32.2 27.0 9.1
>24in. <42 in. OD 55.6 68.2 38.8 23.7 46.7 37.3 57.1 62.2 85.8
>42 in. OD 27 2.1 5.6 23 8.2 42 10.7 10.9 5.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Appendix D, table D-1.

' Shares are based on the quantity of U.S. shipments.
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Table I-3

CWLDLP: U.S. imports from Japan of products reportedly not available from domestic sources,

1998-2000"
ltem Calendar years
1998 1999 2000
Quantity (short tons)
ERW:
High-strength (> X-80) 62 1,426 6,156
Heavy-walled (>.75" WT) 8,477 12,854 12,167
26" OD 10,727 17,639 3,786
Subtotal ERW 19,266 31,919 22,109
SAW:
High-strength (> X-80) 1,958 4,174 2,417
Heavy-walled (>1.0" WT) 12,888 6,995 17,605
Other® 37,708 12,797 15,943
Subtotal SAW 52,554 23,966 35,965
Total non-available CWLDLP 71,820 55,886 58,074
Unit value (per short ton)
ERW:
High-strength (> X-80) $4,548 $543 $675
Heavy-walled (>.75" WT) 541 373 431
26" OD 619 543 507
Subtotal ERW 597 475 512
SAW:
High-strength (> X-80) 959 984 847
Heavy-walled (>1.0" WT) 778 747 495
Other? 841 625 598
Subtotal SAW 830 723 564
Total non-available CWLDLP 767 581 544
Ratio to total imports from Japan (percent)
ERW:
High-strength (> X-80) 0.02 0.9 2.6
Heavy-walled (>.75" WT) 2.8 7.7 5.2
26" OD 3.6 10.6 1.6
Subtotal ERW 6.4 19.1 9.5
SAW:
High-strength (> X-80) 0.7 25 1.0
Heavy-walled (>1.0" WT) 4.3 4.2 7.6
Other? 12.6 7.7 6.8
Subtotal SAW 17.5 14.4 15.4
Total non-available CWLDLP 24.0 33.5 24.9
' with respect to Mexico, ***. Accordingly, *** data have not been included in the table. ***.
2 Includes deepwater, riser, and tendon pipes.
Source: Compiled from responses to the Commission’s questionnaires and table IV-2.
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Channels of Distribution

During these investigations, the parties have defined the distributor and end user channels of
distribution as follows: distributors supply pipe for repair and maintenance of existing pipelines, and
pipe for non-contract gas transmission companies, contractors, fabricators, and other distributors;*! and
end users such as oil and gas companies purchase pipe for pipeline projects.

Tables I-4 and I-5 present the channels of distribution of CWLDLP by sources and types. As
shown, the subject domestic, Japanese, and Mexican products were present to varying degrees in both the
distributor and end user/project markets during the period of investigation. Approximately 30 percent of
shipments of the subject product by the domestic and subject country producers were sold to the
distributor market, and 70 percent to the end user/project market, during 1998-2000. Generally, the
majority of U.S.-produced product was shipped to the end user/project market, the majority of imports
from Mexico was shipped to the distributor market, and imports from Japan were fairly equally divided
between the two markets. In particular, the ratios (in percent) of shipments to distributors and end users
during 1998-2000 were:

e CWLDLP.--20/80 for U.S.-produced product, 55/45 for imports from Japan, and
67/33 for imports from Mexico;

e ERW CWLDLP.--23/77 for U.S.-produced product, 59/41 for imports from Japan,
and 87/13 for imports from Mexico; and

e SAW CWLDLP.--20/80 for U.S.-produced product, 52/48 for imports from Japan,
and 63/37 for imports from Mexico.

' TR, p. 35 (LaBarge). The president of a large distributor in Texas testified that a large share of his distributor
business goes to the construction market for building off-shore platform structures in the Gulf of Mexico and
around the world. These purchasers require the product to be full API to dimensional tolerances (TR, p. 109
(Fields)).
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Table 14
CWLDLP: U.S. shipments to distributors and end users, and shares, 1998-2000

Distributors End users
tem 1998 1999 2000 sy 1998 1999 2000 foass
Quantity (short tons)

Domestic product’ 190,916 138,550 99,464 428,930 673,092 783,489 230,085 | 1,686,666
Imported product from--

Japan 84,440 99,257 164,902 348,599 157,601 70,871 54,963 283,435

Mexico 13,160 14,757 12,597 40,514 1,336 9,629 8,794 19,759

Subject countries 97,600 114,014 177,499 389,113 158,937 80,500 63,757 303,194

Total 288,516 252,564 276,963 818,043 832,029 863,989 293,842 | 1,989,860

Share of total shipments (percent)

Domestic product’ 221 15.0 30.2 20.3 77.9 85.0 69.8 79.7
Imported product from--

Japan 34.9 7 58.3 75.0 55.2 65.1 41.7 25.0 448

Mexico 90.8 60.5 58.9 67.2 9.2 39.5 411 32.8
Average, subject

countries 38.0 58.6 73.6 56.2 62.0 41.4 26.4 43.8
Average, all

sources 25.7 226 48.5 29.1 74.3 77.4 51.5 70.9

Share of market segments (percent)

Domestic product’ 66.2 54.9 35.9 52.4 80.9 90.7 78.3 84.8
Imported product from--

Japan 29.3 39.3 59.5 42.6 18.9 8.2 18.7 14.2

Mexico 46 5.8 4.5 5.0 0.2 1.1 3.0 1.0

Subject countries 33.8 451 64.1 47.6 191 9.3 21.7 16.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

' Does not include ***,

Source: Compiled from data submitted in response to Commission questionnaires.
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Table I-5
CWLDLP: Shares of the quantity of U.S. shipments to distributors and end users, by type of weld,
1998-2000

(In percent)

Distributors End users
fem 1998 1999 2000 12%%% 1998 1999 2000 12%%%

ERW:
Domestic product 235 18.4 30.8 232 76.5 81.6 69.2 76.8
imported product from—

Japan 41.4 55.0 77.9 58.9 58.6 45.0 221 411

Mexico 90.8 82.9 92.0 86.9 9.2 17.1 8.0 131
SAW:
Domestic product 221 15.0 30.2 20.3 77.9 85.0 69.8 79.7
Imported product from—

Japan 30.9 60.5 72.4 52.2 69.1 39.5 27.6 47.8

Mexico 90.8 542 54.4 63.3 9.2 45.8 45.6 36.7
TOTAL:
Domestic product 221 15.0 30.2 20.3 77.9 85.0 69.8 79.7
Imported producf from—

Japan 34.9 58.3 75.0 55.2 65.1 41.7 25.0 44.8

Mexico 90.8 60.5 58.9 67.2 9.2 39.5 411 32.8

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

Prices for CWLDLP vary by weld type, grade, and size. Table I-6 presents average unit values
per ton for U.S. shipments of the subject products for 1998-2000. For more information concerning price
comparisons of products from the United States, Japan, and Mexico, see Part V of this report, Pricing

and Related Information.
Based on the data provided in table I-6, the percentage differentials between SAW and ERW
pipe average unit values can be calculated, and are presented in the following tabulation:*?

Average
Source 1998 1999 2000 1998-
2000
All product categories:
Domestic 26.3 38.8 18.4 29.6
Imports from--
Japan 28.4 34.7 10.4 26.9
Mexico 19.6 16.2 11.0 16.3
Average 26.6 39.5 15.1 28.9
18-24" OD category:
Domestic 225 44.3 16.5 19.5
Imports from--
Japan 34.9 70.7 23.8 49.4
Mexico 27.8 40.1 57.4 36.0
Average 37.4 41.5 ; 18.6 35.0
25-42" OD éategory:
Japan 15.2 11.3 -0.9 4.3
Raw material unit costs:
Domestic' 35.6 40.5 35.0 36.9
' Based on data contained in tables C-2 and C-3, appendix C.

’2 The numbers shown are the percentages by which SAW average unit values exceed (or, as indicated by a minus
(-) sign, are less than) ERW average unit values.
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Table 1-6

CWLDLP: Average unit values of U.S. shipments, by weld types, grades, and sizes, and sources
and margins of under/(over) selling, 1988-2000 '

U.S.-produced Japan Mexico
Item Quantity | Avg. unit | Quantity | Avg. unit Quantity | Avg. unit
(short value (short value Margin (short value Margin
tons) (per ton) tons) (per ton) tons) (per ton)
ERW, Grade:
X40-X49:
1 998 Fekd ek dekk hkk (52) Hkk Fekdk 20.9
1 999 dekk Hkk dedede dedkdk 1 3 3 ek Fedek 522
2000 ek Jedede Jedede Jedede 1 7‘4 Jedede dedek 49‘5
X50-X59:
1998 *k *hk Fkw dkk (43) 0 (1) (1)
1 999 ke dkek Fedkd kK (0 . 5) Hekk Fedede (2.9)
2000 Fekde dedede Kkk Kk 1 6 . 8 Kk Fkdk 8 3
X60-X69:
1 998 ekek dekk Fkdk Fekk (5.5) 0 (1) (1)
1999 *kek ke ke Fkk 29 0 (1) (1)
2000 Fedkk Jeded Fkek Kk 53 kK Fededk (39)
>X70:
1998 Kk Kk Kk ke (1 732) 0 (1) (1)
1999 *kde Fekk ek Hekk (42) 0 (1) (1)
2000 ekk Kkek dkk ek (207) 0 (1) (1)
ERW, Size:
>16in. <24 in. OD:
1 998 Kkk ke hkk Fekk (5. 0) ke Kkk 26. 5
1 999 ek Fkk ok sk 13.4 *okek Kk 456
2000 dedede Jedede dekk kK 1 07 ek dkk 41 5
>24in. <42 in. OD:
1998 0 () - () 0 () ()
1 999 0 (1) dekk *kk (1) 0 (1) (1)
2000 0 (1) dkk *hdk (1) 0 (1) (1)
>42 in. OD:
1998 0 (" 0 §) " 0 (" "
1999 0 " 0 " " 0 " ¢)
2000 0 (" 0 ¢) " 0 0] ¢)
Continued on next page.
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Table I-6--Continued

CWLDLP: Average unit values of U.S. shipments, by weld types, grades, and sizes, and sources
and margins of under/(over) selling, 1988-2000

I-21

U.S.-produced Japan Mexico
Item “Quantity | Avg. unit | Quantity | Avg. unit Quantity | Avg. unit
(short value (short value Margin (short value Margin
tons) (per ton) tons) (per ton) tons) (per ton)
SAW, Grade:
X40-X49:
1998 ok - - - 3.1 - ox 18.7
1999 . ek ek - 146 - . 1.6
2000 . - - e 16.9 - - 0.7)
X50-X59:
1908 ok x x . 118 oex ox 15.4
1999 - ox ok . 8.5 ox ok 33.7
2000 _— - wox - 19.9 wohx x 20.9
X60-X69:
1998 - - - - (14.6) -— ox 12.2
1999 - . - ok (7.0) -~ - 41.1
2000 x ek . x 121 . —_— 1.7
>X70:
1998 ek . - - (18.8) ok ok 13.8
1999 ox . ok . 61.1) x soex 10.2
2000 ox . wx . (16.3) x oex (10.1)
SAW, Size:
>16 in. <24 in. OD:
1998 ex . . . (15.6) sorx - 23.3
1999 —_— - ok . 2.5) - - 47.1
2000 ox . ek . 5.1 wox ek 21.0
>24 in. <42 in. OD:
1998 - . ok ox 16 ek - 15.3
1999 —_— . ok . 14.1 - ik 16.0
2000 ex - x wx 18.3 — - 10.8
>42 in. OD:
1998 - - x - 0.5 - - 18.2
1999 . x - . 10.6 - - 8.7
2000 - - - - 26.7 x ok 13
! Not applicable.
Source: Appendix D, table D-2.
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET
CHANNELS OF DISTRIBUTION AND MARKET SEGMENTATION

In the U.S. market, domestic and imported CWLDLP is sold to both distributors and end users.
Available data for 2000 indicate that the majority of sales by U.S. producers were made to end users,
primarily gas transmission companies, while the majority of sales by importers of subject CWLDLP were
made to distributors. During 2000, data reported by U.S. producers indicate that 30.2 percent of their
domestic CWLDLP shipments went to distributors, and 69.8 percent went to end users. In contrast,
combined data from importers indicate that 73.6 percent of their domestic CWLDLP shipments went to
distributors, and 26.4 percent went to end users." 2

Both petitioners and respondents describe the CWLDLP market in terms of two market
segments: a maintenance and repair market, and a project market. The maintenance and repair market is
typically serviced through distributors, and experiences very stable demand. The project market typically
involves sales directly to end users for new pipeline projects, and experiences greater demand volatility
as compared with the maintenance and repair market.?

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply

Based on available information, U.S. CWLDLP producers have the ability to respond to changes
in demand with moderate to large changes in the quantity of shipments of U.S.-produced CWLDLP to the
U.S. market. The main factors contributing to this degree of responsiveness are low levels of capacity
utilization and the existence of alternate markets. The degree of responsiveness may be moderated by the
lack of large inventories.* These factors are detailed below.

! See table I-4. At the conference, petitioners explained that there is significant year-to-year variation in the
percentages of sales going to distributors versus end users due to the irregularity of end user demand associated with
new pipeline projects. Petitioners estimate that over a 5- to 10-year period 60 to 70 percent of their U.S. shipments
go to end users, and 30 to 40 percent go to distributors (TR, pp. 69-72).

? The statistics on U.S. shipments of subject imports are heavily weighted toward data for shipments of CWLDLP
from Japan. On a country-by-country basis, 25.0 percent of U.S. shipments of imported CWLDLP from Japan went
to end users, and 75.0 percent went to distributors. Data on U.S. shipments of imported CWLDLP from Mexico
indicate that 41.1 percent went to end users and 58.9 percent went to distributors.

* At the conference, respondents representing the CWLDLP industry in Japan segmented the project market into
on-shore pipeline projects and off-shore pipeline projects, with off-shore pipeline projects further classified as
either shallow water or deep water projects (TR, pp. 100 and 104). Respondents for the Japanese industry state that
subject imports from Japan compete primarily in the off-shore segment, which requires specifications not produced
in the United States (TR, pp. 94-95). Petitioners state that subject imports from Japan are primarily commodity
products that compete directly with domestic CWLDLP, and that 10 percent or less of subject Japanese imports are
made to specifications not produced in the United States (TR, p. 26).

4 U.S. producers’ responsiveness of supply may also be somewhat limited by the inability to produce CWLDLP to
the specifications required for some applications.
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Industry Capacity

Data reported by U.S. producers indicate that there is substantial capacity with which to expand
production in the event of price changes. Domestic capacity utilization declined from 43.7 percent in
1999 to 15.7 percent in 2000.

Inventory Levels

U.S. producers’ inventories of CWLDLP, as a ratio to total shipments, were 8.4 percent in 1998
and 14.5 percent in 2000. These data indicate that the ability of U.S. producers to use inventories as a
means of increasing shipments to the U.S. market may be somewhat limited.

Export Markets

Although exports have accounted for a declining portion of total shipments in 1999 and 2000,
there is some potential for increased sales in alternate markets. While exports represented only a small
percent of total shipments in 2000, they accounted for 26.3 percent in 1998. The variance of these
numbers suggests that U.S. producers may have some ability to divert shipments to or from alternate
markets in response to changes in the price of CWLDLP.?

U.S. Demand

Based on available information, the overall demand for CWLDLP is unlikely to change
significantly in response to changes in price. The main factor contributing to the low degree of price
sensitivity is the lack of practical substitute products.

Demand Characteristics

Since CWLDLP is used as a factor of production, demand for it depends on the price and
productivity of the end product that it is used to produce. Since most CWLDLP is used in the
transmission of oil and gas, demand for CWLDLP is sensitive to changes in gas and oil prices.

Petitioners and respondents believe that overall demand for large diameter line pipe in the United
States declined significantly during the period for which data were collected. Available information
indicates that U.S. consumption of CWLDLP fell from 1.4 million short tons in 1998 to 0.8 million short
tons in 2000. The decline in demand is reportedly due to a lack of large-scale pipeline projects since the
completion of the Alliance Pipeline project in early 1999. According to both petitioners and respondents,
rapid consolidation among customers during the period of investigation has resulted in a lack of new
pipeline projects, as plans involving large capital expenditures were either abandoned or delayed.

’ At the conference, David Delie of Berg stated that exports are an important part of Berg’s sales mix, particularly
to the Latin American market (TR, p. 20).

¢ In contrast to petitioners’ and respondents’ agreement on the direction of demand at the conference,
questionnaire responses reveal that all responding U.S. producers believe that demand during the period of
investigation has either declined or remain unchanged, while 10 of 18 importers believe that demand has increased.
Importers cited rising prices for oil and gas, as well as various pipeline projects.
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As previously mentioned, the maintenance and repair market experiences very stable demand.
According to petitioners, as demand has subsided in the project market, competition for sales to
distributors serving the maintenance and repair market has increased. Petitioners describe distributors as
being very price sensitive, thus lower priced subject imports from Japan and Mexico are purported to
have forced U.S. producers to substantially reduce prices in order to acquire business.

Despite the grim characterization of demand over the past several years, petitioners and
respondents expect a long-term increase in CWLDLP demand. At the conference, respondents
representing the Japanese industry cited a forecast from the U.S. Energy Information Administration
which states that, “additional investment in natural gas pipeline expansions will be required as U.S. and
world demand for natural gas increases. Higher natural gas prices are supporting decisions to invest in
pipelines, and demand is expected to increase for natural gas due to its environmental advantages and
increased use for electricity generation.””

Substitute Products

Questionnaire responses from U.S. producers and importers reveal that the vast majority of
responding firms believe there are no practical substitutes for CWLDLP. Several firms cited seamless
pipe and polyethylene pipe as potential substitutes, however seamless pipe is not considered a realistic
substitute due to significantly higher costs and polyethylene pipe appears to be feasible only for low
pressure gas transmission.

Cost Share

According to the majority of responding U.S. producers and importers, the CWLDLP that they
sell in the U.S. market is used in oil and gas transmission lines, with several firms also indicating
industrial construction as an end use. Several firms estimated the percentage of total end-use cost
accounted for by CWLDLP to be in the range 30 to 50 percent.?

SUBSTITUTABILITY ISSUES

The degree of substitution between domestic and imported CWLDLP depends upon such factors
as relative prices, quality, and conditions of sale. Based on available data at this preliminary phase of the
investigations, staff believes that, given identical specifications, there is a high degree of substitution
between domestic CWLDLP and subject imports from Japan and Mexico. However, substitutability in a
broader sense may be moderated by the fact that U.S. producers do not produce CWLDLP to
specifications that match some subject imports, and in some cases subject imports may be viewed as
products of unequal quality as compared with the U.S. product.

Factors Affecting Sales
While price is an important factor in the sale of CWLDLP, other factors such as quality and

product availability may also be important considerations in purchase decisions. Questionnaire
responses reveal that, in general, U.S. producers believe differences in price between products from

TR, p. 99.

¥ At the conference, Junya Kako of Itochu estimated that CWLDLP would represent 20 to 30 percent of total costs
for off-shore pipeline projects, and 50 percent for on-shore pi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>