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. STATEMENT OFfREASONS FOR- THE NEGATIVE
DETERMINATION OF COMMISSIONERS BILL ALBERGER,
GEORGE M. MOORE, AND CATHERINE BEDELL

In order for the‘Commission to find in the affirmative in an investigation
under the Antidumping Act, 1921, as amended (19 U.S.C. 160(a)), it is necessary
to find that an industry in the United States is being or is likely to be
injured, or is prevented from being established, 1/ and the injury or likeli-

hood thereof must be by reason of imports at less than fair value (LTFV).

Determination

On the basis of the information obtained in this investigation, we deter-
mine that an industry in the United States is not being and is not likely to
be injured by reason of the importation of certain steel wire nails from
Canada which the Secretary of the Treasury has determined are being, or are

likely to be, sold at LTFV.

The imported article and the domestic industry

The steel wire nails subject to this investigation are those of one-piece
construction, 1 inch or more in length, and 0.065 inch or more in diameter.
Also included are brads, spikes, staples, and tacks meeting these descriptive
requirements. About 50 U.S. firms make steel wire nails in plants located
primarily in the North Central and Northeastern States. There are two general
types of firms involvgd -- large integrated companies that make steel rod,
draw it into wire, and then make nails from the wire, and smaller non-integrated
firms (also called converters or fabricators) that make nails from purchased

steel rod or wire.

1/ Prevention of establishment of an industry is not an issue in this
investigation and will not be discussed further. 3



LTFV sales

The Treasury Department investigation on certain steel wire nails
from Canada covered sales made during the period July 1, 1977 through
December 1, 1977. The investigation was limited to four manufacturers
which together accounted for more than 78 percent of all Canadian-made
steel wire nails sold for export to the United States. They are Sivaco
Wire & Nail Co. (Sivaco), the Steel Company of Canada, Ltd. (Stelco), Titan
Steel and Wire Co., Ltd. (Titan), and Tree Island Steel Co., Ltd. (Tree
Island). Treasury considered the LTFV margins found for Stelco and Tree
Island (1.5 percent and 0.9 percent, respectively) to be minimal in relation
to the total volume of exports and therefore excluded those companies from
its determination. Weighted average margins found for Sivaco and Titan
were 5.3 percent and 2.5 percent, respectively. Of these two companies,
Sivaco is by far the larger, with U.S. sales of $9.5 million during the
period of Treasury's investigation compared with sales of about $140,000

by Titan.

The question of injury or likelihood thereof by reason of LTFV sales

U.S. consumption -- The U.S. steel wire nail market is highly sensitive

to fluctuations in the overall domestic economy and thus, apparent consump-
tion of nails dropped sharply in the recession year, 1975. Since then,
consumption has risen rapidly to 741,000 short tons.in 1977 (an annual growth
rate of about 23 percent), and in July—Septembér 1978, apparent consumption
was about 6 percent more than that for January-Septeﬁber 1977. According‘to

industry representatives, substitute products such as structural glue are not

expected to displace nails in the market in the near future and technological



developments such as automatic nailing guns (which greatly increase carpenter
productivity) will further strengthen demand for nails.

U.S. production and utilization of productive facilities -- Production

of steel wife nails increased each year during 1975-77 and rose in January-
September 1978 compared with January-September 1977. In addition, capacity
utilization (based on a S—day;a—week operating level) also increased each
year from 72 percent in 1975 to 76 percent in 1977, and rose further to

78 percent in January-September 1978. Several new firms started production
during 1975-78, and many existing firms expanded their operations. Sales
of nail-producing machinery are also increasing.

Inventories -- U.S. producers maintained a relatively constant 1 to 2
month supply of inventory throughout the periods examined, although inven-
tories were typically higher at the end of December when the construction
market is slow than at the end of September when that market is still strong.
The decline in the ratio of end-of-period inventories to shipments from 13.7
percent in 1976 to 12.5 percent in 1977 is evidence that large amounts of
inventory are not accumulating.

Profitability —-- While there is evidence of a decrease in gross profit

margins during 1975-77, the total gross profits of the integrated and non-
integrated producers surveyed rose. The current and prospective return on
investment has been adequate for Sivaco to build new production facilities
in the Northeast and Virginia, where complainants argue that the impact of
LTFV sales was greatest. During the same period, there is evidence of a sub-

stantial increase in the number of nail-producing machines purchased.



Employment -- The number of production and related workers employed in
the nail operations of the firms surveyed rose from 1,330 in 1975 to 1,600
in 1977, and stood at 1,610 in January-September 1978. Output per man-hour
worked declined during 1975-77 because of certain startup inefficiencies
experienced by the new firms, but productivity rose from 160 pounds per
man-hour in 1977, to 166 pounds per man-hour in January-September 1978, as
the operations of these firms normalized.

Imports and market share —-- Imports from companies subject to the LTFV

determination accounted for less than 15 percent of total imports in 1977,
and less than 10 percent of apparent U.S. consumbtion. From 1975-77, such
imports increased their market share by less than 1 percentage point and lost
share in Januarnyéptember 1978 compared with the corresponding period in 1977.
Other imports increased their share of the market more rapidly during 1975-78
than did Canadian companies subject to the LTFV finding.

Lost sales -- Domestic producers submitted numerous allegations of sales
lost to LTFV imports. Of the 25 purchasers contacted by the Commission, only
one indicated that price had been the primary reason for shifting its source
of supply to a Canadian firm subject to Treasury's LTFV sales determination.
The remaining purchasers selected suppliers based on other factors, such as
service or availability of a more complete product line. The changes in
market share mentioned above do not indicate that any substantial sales have
been lost to Canadian producers subject to the LfFV determination.

Prices —- After declining in 1975, prices for nails have generally
risen, particularly during the first 3 quarteré of 1978. The strong demand

for nails plus the establishment of trigger prices in 1978, 1/ virtually

1/ Trigger prices were increased on October 1, 1978, and again on 6
January 1, 1979.



insure that prices will stabiiize or continue to inérease, thus generating
increasing profits for the U.S. industry. In addition, assurances have been
given by Stelco and Tree Island that they will not sell nails in the United
States at LTFV in the future, and such assurances have been offered by
Sivaco. During 1976, 1977 gnd January-September 1978, Sivaco generally
undersold U.S. producers by 10 to 15 percent, while their LTFV margin was
5.3 percent. We also found no evidence of either price suppression or

price depression by reason of LTFV sales.

Summary -- With consumption increasing, U.S.production and capacity utili-
zation increasing since the recessidn of 1975, employment increasing,
inventories steady and turning slightly downward, and profits only slightly
down, there is little indication of injury to the domestic industry. Whatever
injury may be occurring, however, is not by reason of LTFV sales from Canada.
Other imports are increasing more rapidly than LTFV imports from Canada. Lost
sales evidence does not support a causal connection, and price information
further supports the assertion that aﬁy injury is not by reason of LTFV sales.
In view of the increasing trends noted above with respect to U.S. producers’
production, capacity utilization, and employment, the stable or decreasing
trend of imports from companies subject to the LTFV determination, generally
increasing domestic and imported prices for nails, and the fact that price
assurances have been given by two Canadian producers and offered by Sivaco,

we also find no indication of a likelihood of injury to the U.S. industry.



Conclusion

It is clear from the above considerations that the U.S. industry
prodhcing steel wire nails in the United States is not being and is not
_ iikely to'be injured by reason of the importation of such nails from Canada
fqupd by Treasury‘to bé, or likely to be, sold in the United States at LTFV.

Therefore, we find in the negative.



STATEMENT OF REASONS FOR THE NEGATIVE DETERMINATION
' OF COMMISSIONER PAULA STERN

Having considered-all of the information before me in this investi-
gation, I have determined, pursuant to Section 201 of the Antidumping Act
of 1921, as -amended, that an industry in the United States is not being or
1ikely to.be injured,,or.preveﬁted,from being established, by reason of
the importatioen into the United States from Canada-of certain steel wire
nails at less than fair value.

The Domestic Industry. .

The subject of -this .investigation is steel wire nails, consisting
of steel wire brads, nails, spikes, staples and tacks of one piece construc-
tion, one inch or more in length and 0.065 inch or more in diameter, as pro-
vided for . in TSUS item 646.26.

"These items are produced domestically by over'fifty companies, but
the seven petitioners all come from the small group of eight integrated
steel producing firms which account for three-fourths of domestic nail
shipments. The integrated firms manufacture steel wire rod, draw the wire
rod into wire, and then produce nails from the wire. They generally derive
greater profits from products other than nails and they concentrate their
nail production on ‘lower-priced high-volume items. Most use nail producing
machines that were installed nearly fifty years ago, and the Commission
heard testimony that some of these firms consider nail production a means
of consuming excess or rejected material from their other steel operations.

Numerous smaller nonintegrated firms purchase either steel wire rod
or drawn wire to make the remaining cne-fourth of domestic nail shipments.
These firms concentrate on producing higher-priced specialty nails. In-

cluded among these firms are the only U.S. producers of collated nails (gails
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driven by means of nail guns at rates of up to 150 per minute), a new
and fast growing segment of the nail industry, which according to testi-
mony has tripled in volume in the last five years and presently accounts
for fifteen percent of the domestic nail market. The nonintegrated firms
generally consider nail making more essential to their.operations and
have made substantial investments in new equipment to enhance production
capability. Included in this latter group of smaller firms are New York
Wire Mills, Inc. and Virginia Wire and Fabric Company, both owned by
Ivaco Industries, Ltd., which also owns Sivaco Wire and Nail Co., the
largest Canadian exporter of nails found to bé exporting to the United
States at less than fair value.
Imports

Imports from all sources have steadily risen as a share of total
U.S. consumption, from approximately 42% in 1975, toc just under 50% in 1976,
and over 53% in 1977. Data on consumption for 1975-1977 is from the
Department of Commerce. The only available consumption data for the first
nine months of 1978 is from the American Iron and Steel Institute, and is
not comparable to Commerce data. For each full year during the period cof
investigation, 1975-1977, exports from four countries -- Japan, Korea,
Canada and Poland -- have accounted for at least 85% of total U.S. imports.
In the first three quarters of 1978, 80% of total ihports came from these
four countries. ’

Imports from Canada declined from a peak of 24% of total fmports in

1975 (Canada's largest share of total imports for any year from 1968 to

10
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present) to 18% in 1976 and 19% in 1977, and were 17% of total imports
in the first three quarters of 1978. The Department of Treasury determined
fhat during the peribd of its investigation, July 1-December 31, 1977, two
Canadian firms, Sivaco Wire and Nail Co. (Sivaco) and Titan Steel and Wire
Co. (Titan) had exported nails ta the United States atxless than fair value
margins of 5.3% and 2.5%, respectively. Sivaco's exports to the United
States during the period of Treasuky's investigation totalled $9.5 million,
while Titan's totalled only $140,000. Exports by the other Canadian nail
producers either were not investigated by-Treasury or were found to have
been at de minimus less than fair vaiué margins. Based upon information
received by the Commission from Canadian producers for the period since
1975, the ratio of exports to the United States by Canadian producers in-
cluded in Treasury's determination to those excluded have risen only slightly
since 1975. As a share of total U.S. imports, Canadian exports at less
than fair value have declined since 1975, while as a share of U.S. consump-
tion these exports increased less than one percentage point.
Injury

Section 201 of the Antidumping Act, as amended, does not set forth
standards for determining whether an industry is being or is Tikely to be
injured by reason of less than fair value imports. As a result, the
Commission has traditionally exercised considerable discretion in making its
determinations based upon the particular facts in each case.

Section 201 of the Act does require the Commission find that two
conditions have been satisfied before an affirmative determination can'be

made. First, the Commission must determine that an industry is being or

11



12

is 1ike1y to be injured. This determination is based upon certain economic
indicators —-‘consumption, production, capacity changes and utilization, shipments,
inventory levels, émp1oyment and profits. Second, the Commission must de-
termine that the injury is "by reason of" the less than fair value imports.
This second determination is based upon an analysis of sﬁch factors as mar-
ket penetration by less than fair value imports, documented lost sales of
domestic manufacturers to Tess than fair value imports, a price depression
of the impacted competitive products or price suppression. As for 1ikelihood
of injury, foreign capacity to produce for export is also considered. If
the Commission finds that either condition has not been met, its determina-
tion must be negative, and it need not .consider factors relevant to determining
the other condition.

In the present inquiry, I found, based upon my consideration of
the relevant indicators described above, that the steel wire naii industry
is not being injured or threatened with injury. Commission data indicates
that domestic shipments of these nails have bgen increasing, that unsold in-
ventories have Seen stable, and that U.S. production, capacity utilization,
the manhours utilized in this industry, and the workforce‘are all up. Having
found no injury to exist, there is no need to consider the factors relevant
to the second condition, dealing with causation of injury. Thus, I will
1imit my discussion to those economic indicators relevant to the question of
injury.

Domestic consumption, production and capacity utilization of steel
wire nails increased for each year during the period of 1975 through 1977

and during the first three quarters of 1978. Consumption rose rapidly from

12
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a recession low of 493,778 short tons in 1975 to 670,606 short tons in

1976, and 741,286 short tons in 1977. American Iron and Steel Institute
daté indicates a erther'substantia1 increase in the first nine months of
1978. Responses to Commission questionnaires reveal thqt production in-
creases have been flatter, risiny at an annual rate of 3.5% from 1975 to
1977 and'5.9% in the first nine'months of 1978. However, integrated pro-
ducers provided most of thé responses to the questionnaire and, therefore,
the aggregated data refiects the rather stagnant position of integrated pro-
ducers. Pn‘cpntrast,vdata from other sources reflects substantial increases
in shipments during the period, which is apparently accounted for by the
growth of the nonintegrated ‘producers. .

Questionnaire responses also indicated that capacity utilization
increases have been rather flat, from 72% in 1975 to 75% in 1976, 76% in
1977, and 78% for the first nine months of 1978. (Capacity utilization
figures are based on a typical three—shift,‘five-day work-week.) Again,
however, the disproportionate impact of integrated producers' responses on
the questionnaire should be noted. Thus, for example, Virginia Wire and
Fabric Co., an affiliate of Sivaco, testified that both it and New York Wire
Mills, another Sivaco affiliate, have been operating at three shifts a day,
five days a week, and have been unable to satisfy their customers' demands.
Moreover, one large naif digtributor submitted material to the Commission
indicating that it unsuccessfully tried to purchase nails from three of
the seven complainantﬁ, another distributor indicated that without'Sivaco
it would be out of business, and five other domestic purchasers of Canadian

nails informed the Commission that domestic nail manufacturers are currently.

13
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unable to meet increased domestic demand resulting from the trigger
pricing system,

Inventory levels, while fluctuating seasonally, have remained rel-
atively stable on a year-to-year basis. End-of-year inventories had 47,
50 and 46-days supply for 1975, 1976 and 1977, respectively, and inven-
tories at the end of September of 1977 and 1978 had a 40-days supp]y.
Based upon testimony at the hearing, these inventory levels appear to be
appropriate for an efficiently operated industry.

Employment trends in the domestic industry, also based on question-
naire responses, have generally been on the upswing, increasing from 1330
production and related workers in 1975 to 1443 in 1976 and 1600 in 1977,
and 1610 employed during the first nine months of 1978. Total manhours
worked by these employees showed a similar upward trend. The recent entry
into the domestic industry by two Sivaco affiliates is a substantial factor
in pushing employment figures up,' While adjustment assistance petitions have
been certified by the Department of Labor for firms involved in production
of steel wire nails, the petitions included employees producing a variety
of products and only a very small number of employees were in nail production.

0f the various indices examined, only one -- profits -- suggested the
possibility of injury. However, before analyzing this factor, it is impor-
tant to note that profit and loss data for an integrated firm in any industry
does not always reflect an accurate picture due to the relatively common
practice of transfer-pricing. This practice permits an integrated firm to
arbitrarilv value intra-firm transfers of goods so as to achieve a desired .

level of profitability for any particular segment of the firm in question.

14
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Responses to Commissioh'hbestionnaires by five integrated pro-
ducers showed gross profits of to $9.4 million, $9.9 million and $9.3
million for 1975, 1976 and 1977, respectively; they also show a decline
in the first nine months of 1978 over the corresponding 1977 period.
(Gross profits rather than net profits were developed bécause the integrated
producers did not routinely a]loéate overhead expenses by productst) In
addition, the ratio of gross profits to net sales declined throughout
the period, primarily because integrated producers' unit value of shipments
have risen at a slower rate than their unit cost of goods sold. However,
data from the two nonintegrated firms surveyed -- Virginia Wire and Fabric
Co. and New York Mills (established in 1976 and 1977, respectively) --
showed that both had gross profits in their first full year of operation.
Furthermore, sharp increases in nail prices in the first nine months of
1978 will probably ease any cost-price squeeze which might have affected
the integrated producers. . In short, a s]ight decline in profit levels
for the integrated producers, without any other indicatioﬁ of injury, is in-
sufficient to demonstrate injury for the domestic industry as a whole.

Another factor-indicating‘an absence of injury in the steel wire
nails industry is the impressfve expansion of nail producjng faci]itie; in
the United States. In addition to Virginia Wire and Fabric Co. and New
York Wire Mills, mentioned above, two more plants began operations in 1977
and 1978, and three more are.scheduled to open in 1979. Sivaco testified
that the seven new facilities combined represent $15 million in cabitai
equipment and 80,000 tons of new capacity, and will employ 450 new workers

in all aspects of the nail producing industry.

15
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During the hearing and in post-hearing briefs, complainants also
raised, but did not press, the issue of regional injury, suggesting that
the region east of the Great Lakes has been the principal destination for
less than fair value Canadian exports. The Commission has authority to
determine Whether injury to regional producers constitutes injury to an
industry, and it appears that the industry in this proceeding might be
viewed appropriately in regional terms because transportation costs are
high rélativg'to the value of the product and most sales are made to cus-
tomers located within 500 miles of production facilities. However, a re-
view of qUestionhaire'résponses indicates that trends for the region east
of the Great Lakes do not differ from the national trends discussed above.

Finally, based upon my review of the relevant economic indicators
discussed above, particularly the data indicating increasing U.S. consump-
tion and stable Tevels of less than fair value imports from Canada, I
also find the existing domestic industry is not likely to be injured. In
this regard;sﬁt %s relevant that the two Canadian producers found by
Treasury to have exported the subject nails at less than fair value -- Titan
and Sivaco é4‘argUed that they had not intended to export their nails at
lTess than fair value ‘and that Treasury's findings had resulted from Treasury's
using a métﬁbd;lwhich differed from the method used by the two companies,
for calculatingAféTative‘Canadian-U.S;’prices. Both indicated that they
had changed'théﬁr method df pricing to correct this technical problem and
pledged to prévent its reoccurrence. Complainant's suggestion thét there
may be an impending decline in the domestic construction industry, which is
the Targest consumer of nails, shou]d naturally be of concern to the nail

producing industry. However, if, indeed, there is an economic downturn
; A 16
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and the industry is injufed,,éhanging economic conditions and not imports
from Canada at less than fair value would have to be considered the reason
for any resulting 1ike1ihood of injury. The nail producing industry has

been faring well in the past few years as generally good economic conditions,
generally high levels of overall import penetration, and even cases of

less than fair value import combetition have all co-existed. In sum,

there has been no injury "by reason of" imports at less than fair value

or any other reason. Furthermore, less than fair value imports could not

be held responsible for future injury to the nail producing industry in

the event there is a decline in U.S. building construction.
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A-1

SUMMARY

Investigation No. AA1921-189 was instituted on November 15, 1978, by the
United States International Trade Commission following the receipt of advice
from the Department of the Treasury that certain steel wire nails from Canada,
except those produced by Tree Island Steel Co., Ltd., and the Steel Co. of
Canada, Ltd., are being, or are likely to be, sold in the United States at
less than fair value (LTFV) within the meaning of the Antidumping Act, 1921,
as amended. ‘

The steel wire nails subject to this investigation are those of one-piece
construction, 1 inch or more in léngth, and 0.065 inch or more in diameter.
Also included are brads, spikes, staples, and tacks meeting these descriptive
requirements. About 50 U.S. firms make steel wire nails in plants located
primarily in the North Central and Northeastern States. There are two general
types of firms involved--large integrated companies that make steel rod, draw
it into wire, and then make nails from the wire, and smaller, nonintegrated
firms (also called converters or fabricators) that make nails from purchased
steel rod or wire. The eight known integrated firms accounted for about three-
fourths of total shipments in 1977. Of the approximately five Canadian producers
not excluded from Treasury's LTFV determination, Sivaco Wire & Nail Co. is by
far the largest, with total sales of steel wire nails to the United States of
$9.5 million during the period of Treasury's investigation (July l-December 31,
1977). Titan Steel & Wire Co., Ltd., the only other company included in
Treasury's investigation, had U.S. sales valued at $139,724 during the same
period. The weighted average LTFV margin found on sales by Sivaco was 5.3
percent, and that found on sales by Titan was 2.5 percent.

Apparent U.S. consumption of steel wire nails increased from 494,000 short
tons in 1975 to 671,000 short tons in 1976, and 741,000 short toms in 1977.
Corresponding import-to-consumption ratios for imports from Canada from
companies subject to Treasury's LTFV determination were * * * percent in 1975,
* % % percent in 1976, and * * * percent in 1977 (see table on p. A-2). 1In
1977, Japan was the largest source of imports (accounting for 36 percent of
the total), followed by the Republic of Korea (22 percent), Canada (19 per-
cent), and Poland (9 percent); as a share of U.S. consumption, imports from
Japan represented about 19 percent, the Republic of Korea, 12 percent, Canada,
10 percent, and Poland, 5 percent.



A-2

Steel wire nails: U.S. imports for consumption as a share of apparent U.S.
consumption, 1975-77, January-September 1977, and January-September 1978

(In percent)

Imports from Canadé

:From companies :Imports from

® ss se se oo

Period ' orotal ¢ subject to all sources

. ~ota tTreasury's LTFV:

: :_determination :
1975-===mmommmmm ———— e e : 9.9 : 1/ s 42.0
1976==——==m—mmm e : 8.9 : 1/ #%% 3 49.9
1977==—======mmmm ——-- -—-:  10.1 : I/ wwx 53,5

January-September-- : : :
1977 - e : 2/ 10.6 : 1/ 2/ *%% 2/ 59.8
1978 ——— — - : 2/ 10.7 : 1/ 2/ %% 2/ 62,2

1/ Compiled from data submitted by the Steel Co. of Canada, Ltd., and Tree
Island Steel Co., Ltd., and from official statistics of the U.S. Department of
Commerce. ‘

2/ Based on American Iron and Steel Institute data; not comparable with
1975-77 data.

Source: Compiled from official statistics of the U.S. Department of
Commerce, except as noted.

U.S. producers' shipments of steel wire nails increased from 297,000 short
tons in 1975 to 350,000 short tons in 1976, and 358,000 short tons in 1977.
U.S. producers exported about 4 percent of their total shipments each year
during 1975-77, primarily to Canada.

A summary of data relevant to the U.S. steel wire nail market is presented
in the table on the following page. :

A-2



A-3

Steel wire nails: U.S. producgrS' shipments, U.S. imports for consumption, and
apparent U.S. consumption, 1975-77, January-September 1977, and January-
September 1978

(In thousands of short tons)

U.S. imports for consumption

f u.s. f - f Apparent
producers'’ : From Canada : U.Ss.
Period _shipments | . — — con-
‘(including’® Total @ ? ¥rom companies: gumption
: ) : : : Total : subject to : 1/
. exports) ., : :Treasury's LTFV: =
: : : : determination
1975-~==--==——=- : 297 207 : 49 2/ *%% g 494
1976=-——~=——-——-: 350 : 335 : 60 : 2/ dx% 671
1977 ———==—mmm : 358 397 : 75 : z/ *kE 741
Jan.~Sept.-- : : : :
1977-========3 3/ 219 : 311 3 55 2/ *%% 1 3/ 519
L7 E— : 3/ 219 : 343 : 59 3 3/ *+% 1 3/ 552

. . .
.

1/ U.S. producers' shipments, less exports, plus imports for consumption.

Z/ Compiled from data submitted by the Steel Co. of Canada, Ltd., and Tree
Island Steel Co., Ltd., and from official statistics of the U.S. Department of
Commerce.

3/ Compiled from American Iron and Steel Institute data and not comparable
with 1975-77 data. Exports for January-September 1978 estimated to be 11,000
tons. .

Source: Compiled from official statistics of the U.S. Department of
Commerce, except as noted.

On the basis of responses to questionnaires sent to a sample of U.S.
producers of steel wire nails, production, capacity utilization, and employ-
ment increased during 1975-77, while profitability declined irregularly (see
table on the following page).
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Steel wire nails: U.S. producers' production, capacity utilization, employ-

ment, and profitability, 1975-77, January-September 1977, and January-
September 1978 » S ‘

——

Ratio of gross profit
to net sales

. . Capacity .Production | 5 R Eey—
Period . Production utilization jand related;, T
: *(5-day basis)’ workers lintegrated: integrated
: : : ¢ producers: producers
: : : : 1/ ¢ 2/
¢ 1,000 : : : :
¢ short tons : Percent : ¢ Percent : Percent
1975-—=====meeem s 254 : 72 : 1,330 : 11.7 : *k%
1976 : 268 : 75 1,443 ¢ 11.8 Fkk
1977-—=-emmermmme : 273 : 76 : 1,600 : 10.6 : *kk
Jan.-Sept.-- : : : : :
1977------—-~~ : 210 : 76 : 1,647 : 10.5 : ke
1978----=====- : 222 : 78 1,610 : 9.4 : *ik

o

1/ Accounted for 58 percent of production in 1977.
2/ Accounted for * * * percent of production in 1977.

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

Prices of steel wire nails generally declined during 1975 and then
increased during January 1976-September 1978. Prices for those nails on which
data were gathered that were imported from Canadian companies found to have

made sales at LTFV were typically less than prices for comparable U.S.-produced
nails, although the amount of underselling varied considerably.
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INFORMATIONIOBTAINED IN THE INVESTIGATION
Introduction

On November 1, 1978, the United States International Trade Commission
received advice from the Department of the Treasury that certain steel wire
nails from Canada, except those produced by Tree Island Steel Co., Ltd., and
the Steel Co. of Canada, Ltd., are being, or are likely to be, sold in the
United States at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended (19 U.S.C. 160(a)). 1/ Accordingly, on
November 15, 1978, the Commission instituted investigation No. AA1921-189
under section 201(a) of said act to determine whether an industry in the
United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such merchandise into the United
States. By statute, the Commission must render its determination within 3

months of its receipt of advice from Treasury--in this case by February 1,
1979.

Notice of the institution of the investigation and of the public hearing
to be held in connection therewith was given by posting copies of the notice
in the Office of the Secretary, U.S. International Trade Commission,
Washington, D.C., and at the Commission's office in New York City, and by
publishing the notice in the Federal Register of November 21, 1978 (43 F.R.
54304). 2/ The hearing was held in Washington, D.C., on December 14, 1978.

The complaint which led to Treasury's determination of LTFV sales was
filed on November 21, 1977, by counsel acting on behalf of Armco Steel Corp.,
Atlantic Steel Co., Bethlehem Steel Corp., CF & I Steel Corp., Keystone Steel
& Wire Division of Keystone Consolidated Industries, Inc., Northwestern Steel
& Wire Co., and the Penn-Dixie Steel Corp. Treasury's Antidumping Proceeding
Notice, Withholding of Appraisement Notice, and Determination of Sales at LTFV
were published in the Federal Registers of December 29, 1977 (42 F.R. 64942),
July 10, 1978 (43 F.R. 29654), and November 6, 1978 (43 F.R. 51743), respec-
tively. 3/

The Product
Description and uses

The products included within the scope of this investigation are brads,
nails, spikes, staples, and tacks of one-piece construction which are 1 inch
or more in length, 0.065 inch or more in diameter, and made of round steel

1/ A copy of Treasury's letter to the Commission concerning LTFV sales of
certain steel wire nails from Canada is presented in app. A.

2/ A copy of the Commission's notice of investigation No. AA1921-189 is
presented in app. B.

3/ Copies of Federal Register notices concerning Treasury's investigation
are presented in app. C.
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wire, as provided for in item 646.26 of the Tariff Schedules of the United
States (TSUS). A full description of nails, including figures showing a
variety of heads, shanks, and points, is presented in appendix D.

Nails are used for holding pieces (as of wood) together and/or for

decorative effect. An indication of the variety of nail applications can be
seen in figure 1.

Manufacturing process

Metal nails were originally hand formed on anvils from special iron bars
called nail rods. In colonial America nearly every home contained a forge and
related nail-making equipment, and nails were often used instead of currency
in dealing with the Indians. These hot-forged wrought iron nails gradually

gave way to cold-cut iron nails with the development of nail-cutting machinery
in the late 1700's, but even as the cut-nail industry was growing, a new

development in France forecast its eventual near extinction. It was in that
country that, during 1830-40, the first wire nail machine was built. In 1851
the first such machine was built in the United States, and in 1875 the first
steel wire nails were produced in Covington, Ky., on a nail machine imported
from Germany. Wire nails proved so immediately successful that the manufac-
ture of cut nails had practically ceased by 1890. Technological developments
in the steel wire nail industry since that time have come in improving the
quality of the wire, increasing the speed and precision of the basic

machinery, 1/ and treating the finished nails for improved performance in
special applications.

The United States Steel Co. provides a concise description of steel wire
nail production in its book, The Making, Shaping and Treating of Steel:

Nail Machines--All steel wire nails are made in
automatic machines. These machines differ greatly in size
and in design, but the principle of operation is much the
same in all of them. Nails are made on a machine by five
distinct operations; namely, (1) forming the head, (2)
feeding the wire, (3) pinching the wire, (4) cutting off
the wire and forming the point, (5) expelling the nail.

1/ In some cases, machine operating rates have been nearly doubled as the
result of such modifications as the installation of individual machine motors
(early models were belt driven from one large power source), replacement of
inefficient bearings, and development of improved central lubrication systems.
Rebuilt machines can obtain operating rates as high as 700 revolutions (nails)
per minute, while new machines such as those made by Wafios Machinery Corp. (a
subsidiary of a German manufacturing company and the dominant supplier of nail
machines to U.S. producers) reach operating speeds of 900 revolutions per
minute when small nails are being produced. A spokesman for Wafios indicated

that the cost of a complete rebuild is approximately two-thirds that of
purchasing a new machine.

A-6



Figure 1.--Types of steel wire nails.

Common nail (flat head, diamond point)

Finishing nail (cupped brad head, diamond

poin t)-——- - e _

‘

Flooring nail (casing flead, blunt point)—-———- Mm—-—-——w

Pinning nail (f;at:head, needle point)=-=——==--

Roofing nail (larée fia,t héad, barbed
shank, diamond point)--- —

Scaffold nail (double head, diamond point)--- wm;

Hinge nail (flat countersunk head, chisel v
point)- —— - ——————————————— : —
Hinge nail (oval head, chisel point)-——------—- M

Shade roller pin (pfojection head, diamond
point) ———— W

Dowel pin (headiess, barbedv shank, diamond

pPoint) ~—-——==- .

Pallet nail (flat head, screw shank,
diamond point)----—==r=s=s=-sm——m— e M

v
14
¥
3
. v
v

Drywall nail (sinker head, ring shank, :
needle point)—=—=—mm———————— hﬁ;.;;;i;§§§§§§>
Fence staple-==—=--

Source: Sales brochures of Atlantic Steel Co. and Republic Steel Corp.

Note.--The above nails are normally available in bright, galvanized, or
cement-coated finishes, and most can be supplied with different heads, shanks
(e.g., ring, screw, or of nonstandard gage), or points, according to customer

order. A7
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- The Head of the nail is formed by compressing and
flattening against a die the portion of the wire which
projects beyond this die and remains after the previously
formed nail has been cut from the wire. This compressing
and flattening is done by a hammer which is attached to a
reciprocating member, called a hammer stock, which in turn
is actuated usually by a crank and pitman. The amount of
wire which projects beyond the die governs the size and
thickness of the head and is regulated by adjusting the
cutting knives to the proper distance from this die. The
various shapes of heads are obtained by cutting the desired
depression in the die. This die is split, that is, made in
two parts, one fixed or stationary and the other movable.

Feeding-~After the head is formed, the hammer moves
away from the die, and the die opens up and allows the feed
mechanism to push the wire, with a nail head on the end the
correct distance through the die to give a nail of the
length required. The feeding mechanism is driven by an
ad justable crank on the flywheel of the machine, and, by
adjusting this crank, various lengths of nails can be
obtained. This feed mechanism also pulls the wire through
a series of staggered rolls, as it leaves the reel, to
straighten it.

Pinching--When the hammer has reached the end of the
stroke, the wire has been fed the correct amount for the
nail required and the die closes to pinch the wire. This
pinching action is motivated by a cam on the crankshaft.

Cutting--Immediately after the wire is pinched, two
knives, each attached to a lever, move together and cut the
wire. These cutting knives are ground to form the point on
the nail at the same time that the cut.is made. This point
is formed by pressing the wire into the shape required,
and, in doing so, some of the metal is squeezed out or
protrudes between the knives and is cut off by them. These
cutoff particles are called whiskers. The cutting levers
to which the knives are attached are actuated by various
forms of mechanisms deriving their motion from the
crankshaft.

Expelling--Sometimes, because of dull knives or
insufficiently close adjustment, the nail will still adhere
to the wire when the cutting knives open up. The cutting
knives open up on the return stroke of the hammer, and, in
order to remove this adhering nail, an expeller comes into
action, knocking the nail downward out of the path of the
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hammer and breaking it off. The hammer on the return
stroke forms another head on the wire for the next nail,
the wire being pinched during this stroke. The finished
nails drop into a pan placed on the floor beneath this
mechanism.’

Finishing Common Nails--The nails in these pans are
collected and placed in a tumbler, care being taken to have
nails of only one kind in the tumbler at a time in order to
avoid mixing. Into thi's tumbler some sawdust is also
placed. The tumbler has projections on the inside, causing
the nails to be churned when it is rotated. This churning
polishes the nails and removes any whiskers which may have -
adhered to the nail by a thin fin of metal. The sawdust
absorbs the grease and oil which the nails collected during
their manufacture. The cover of the tumbler has perfora-
tions or a screen which allows the whiskers and sawdust to
pass through but holds back the nails. After the nails are

tumbled sufficiently they are packed in kegs ready for
shipment.

U.S. tariff treatment

Imports of steel wire nails enter under three TSUS item numbers, depending
primarily on size. Those round wire nails that are less than 1 inch in length
and less than 0.065 inch in diameter are dutiable under item 646.25. Such
nails are not included within the scope of this investigation. Round wire
nails 1 inch or more in length and 0.065 inch or more in diameter (the nails
subject to this investigation) are dutiable under item 646.26 at a column 1
rate of duty of 0.1 cent per pound. 1/ Nails that do not meet the size
restrictions mentioned for items 646.25 and 646.26 (e.g., nails less than 1
inch in length and 0.065 inch or more in diameter), and nails with forged
heads, such as railway track spikes and some horseshoe nails, enter under item
646.30. None of these items are included within the scope of this
investigation.

Steel wire nails classified in item 646.26 are not eligible articles for
purposes of duty-free treatment under the Generalized System of Preferences

(GSP). The table on the following page presents a brief description and lists
the rates of duty for the TSUS item numbers applicable to steel wire nails.
The statistical breakout shown in the table for smooth shank and other than
smooth shank nails was established January 1, 1966. The additional breakouts
for not-coated and coated nails were established January 1, 1978, following a
request for such action by many of the petitioners in this investigation. The
rate of duty for item 646.26 was reduced in stages during the Kennedy round of
trade negotiations from 0.2 cent per pound prior to 1968 to its present rate
effective January 1, 1971.

1/ The column 2 rate of duty on item 646.26 is 0.4 cent per pound.
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Tariff classification of steel wire nails

: : 2 ¢ January- :

: : : ¢ September : Eligible

: s :Column l: 1978 ad : for
TSUS :Statistical: . . s ¢ rate : valorem :duty-free
item No.: suffix : Brief description :  of tequivalent :treztment

: S ¢ duty ¢ for U.S. : under

: : : ¢ imports : the GSP

: : : :from Canada:

: H ¢ Cents : :

: : ¢ per : :

: : ¢ pound : Percent @

: ¢ Brads, nails, spikes, staples, and : : :

: : tacks, of iron or steel, and of : : :

: : one-piece construction: H : :

: : Made of round wire: : : :
646.25 00 H Under 1 inch in length and under: : :

: : 0.065 inch in diameter—----- : 0.5 : 0.8 : No
646.26 : : 1 inch or more in length and : : :

: : 0.065 inch or more in : : :

: : diameter: : : :

: : Smooth shank: : : :

: 22 : Not coated, plated, or : : :

: : painted-====mm——me—————— : .1 .4 : No

: : Coated, plated, or painted: : : :

: 24 : Galvanized : i .3 : No

: 26 : Vinyl, resin, or : : :

: : cement coated-—-=——=-- : .1 : .5 ¢ No

: 28 : Other-—————=—————————————— : A 4 : No

: : Other: . : : :

: 42 : Not coated, plated, or : : :

: : painted ——— : .1 .3 : No

: 44 : Coated, plated, or painted: : : :

: 46 : Galvanized--- : .1 .3 : No

: : Vinyl, resin, or : : :

: : ~ cement coated-————==-- : .1 .4 : No

: 48 : Other——- - : .1 .3 : No
646.30 : Other: : : :

: 20 : Railway track spikes~——-———==--= : 1.2 ¢ 5.4 : Yes

: 40 : Other-—--- -—- : 1.2 : 3.0 : Yes

Source: Tariff Schedules of the United States, Annotated (1978).
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Nature and Extent of Sales at LTFV

Treasury's investigation of U.S. imports of certain steel wire nails from
Canada covered the 6-month period July l-December 31, 1977. For purposes of
its determination, Treasury defined "certain steel wire nails' as "steel wire
brads, nails, spikes, staples, and tacks of one-piece construction which are 1
inch or more in length and 0.065 inch or more in diameter." The investigation
was limited to four manufacturers, which together accounted for more than 78
percent of all Canadian-made steel wire nails sold for export to the United
States. They are Sivaco Wire & Nail Co. (Sivaco), the Steel Co. of Canada,
Ltd. (Stelco), Titan Steel & Wire Co., Ltd. (Titan), and Tree Island Steel
Co., Ltd. (Tree Island). Fair-value comparisons were made on a sample of the
total U.S. sales by these four manufacturers. The basis of comparison was
between purchase price or exporter's sales price, as appropriate, and the
ad justed home-market price of such or similar merchandise. Purchase price was
used in the case of sales made to unrelated customers in the United States.
Exporter's sales price was used in the case of certain sales made by Tree
Island to related U.S. purchasers. Home-market prices were used for all four
companies since such or similar merchandise was sold in the home market in
sufficient quantities to provide an adequate basis for comparison.

Purchase price was calculated on the basis of sales prices to unrelated
purchasers with deductions, where applicable, for freight charges, U.S.
customs duties, brokerage and quantity discounts, discounts granted to
customers at different levels of trade, early payment discounts, and discounts
granted for short-term exchange-rate fluctuations. An adjustment was made,
where applicable, for drawback of Canadian customs duties paid on imported
wire rods used to manufacture the nails exported to the United States during
the investigation period. Exporter's sales price was calculated on the basis
of the selling price to related U.S. customers, with deductions, where
appropriate, for freight, handling, customs duties, early payment discounts,
and selling expenses. An addition was made for drawback of Canadian customs
duties paid on imported wire rods consumed in the manufacture of steel wire
nails for export to the United States.

Home-market prices were calculated on the basis of the selling prices to
unrelated purchasers in Canada. Deductions were made, where applicable, for
freight charges, freight allowances, selling commissions, and discounts offered
on sales to other nail manufacturers and certain distributors, primarily in

western Canada. In making comparisons using exporter's sales price, a further
deduction was made for actual selling expenses incurred in the home market up

to the amount of the selling expenses incurred in the United States market.

Adjustments were made, where applicable, for differences in the merchandise
compared and for differences in levels of trade. 1/

1/ See Treasury's Federal Register notices in app. C for additional informa-
tion on price comparisons.
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Treasury provided the Commission with general information on the price
comparisons made on all four Canadian manufacturers as shown below.

LTFV margins found by Treasury

(In percent)

¢ Range :Weighted

Firm : of taverage

tmargins 1/: margin

T e S S ——— :0.03-45.4 : 5.3
Stelcom===m==n e ————— —— e : .06-19.7 : 1.5
Titan— e e e e e e e e : .04-15.6 : 2.5
Tree Island=—====—=—————m e ,01-58.5 ¢ .9

1/ Calculated as follows:

(Adjusted home-market value - purchase price)
purchase price

Source: Treasury's Federal Register notice concerning its LTFV determina-
tion. ’ ’

Treasury considered the weighted average margins for Stelco and Tree
Island to be minimal in relation to the total volume of exports, and therefore
excluded those companies from its determination. In addition, formal assur-
ances have been received from Stelco and Tree Island advising that they would
make no future sales at LTFV within the meaning of the Antidumping Act.
Treasury provided the Commission with specific results of the price compari-
sons made on sales by Sivaco, by far the larger of the two companies not
excluded from the LTFV determination. The figure shown below for 'total value
of sales compared" represents a sample of about * * * percent of the more than
$7 million in sales on which Sivaco provided data. Sivaco's total sales to
the United States during July l-December 31, 1977, were valued at $9.5 million.

A summary of Treasury's price comparisons for Sivaco is shown in the following
tabulation: ' o

1tem
Total value of sales compared-—-—————=——————cmmae— Kk
Total value of sales with margins———-—--————c———eou Kk
Ratio of sales with margins to total sales '
, percent-—-— Fkk
Range of margins—-=—-————————— o __ do---- 0.03-45.4
Weighted average margin-——-—=————meeeeeeee_ do---- 5.3

The U.S. Market

. SFeel wire nails produced in the United States ‘are generally sold first, to
distributors and then to wholesalers, building supply outlets, and retai%érs,
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which, in turn make them available to the ultimate consumer. Nails imported
from Canada and most other foreign sources are initially sold to wholesalers
or sales agents before following the same distribution channels as domestic
nails. Because nails are heavy and costly to transport long distances, most
shipments are made to customers located within 500 miles of the plant or port
of entry, as shown in the following table.

Estimated share of U.S. producers' total shipments by distance
shipped, 1977

< (In percent)

Distance shipped ?  Share ¢ Cumulative
] : : share
Less than 100 miles -: 20 : 20
100-299 miles ' ' - - 31 : 51
300499 ‘mileg—-=mmm=mmmm-mmmmmm - : 28 : 79
500-999 miles---- : 18 : 97
1,000 miles and more--- —— - ~: 3 100
Total . : 100 : -

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

Most nails are consumed in the building construction market for purposes
such as joining structural members, assembling millwork, and securing various
materials (e.g., flooring, dry wall, exterior siding, trim, roofing, and
paneling). This market also includes nails consumed by the nonprofessional
user. The remaining nails are consumed in the industrial market (where they
are used in the construction of pallets, boxes, crates, and other containers)
and in the furniture manufacturing market. Both imported and domestically

produced nails are purchased for use in the various markets, but few end users
are aware of the country in which the nails were manufactured.

Within the building construction and industrial segments of the nail
industry a new and more efficient method of applying nails to material has
been developed in which nails are literally shot from pneumatic nailing guns
at rates of up to 150 nails per minute. These guns use collated nails (i.e.,
those which have been attached to strips of tape or other adhesive material)
and are capable of increasing carpenter output so dramatically that the small
additional cost of collating is insignificant compared with the gain in
efficiency. As the use of nail guns is believed to be growing rapidly,
increasing amounts of nails are likely to be purchased or produced by firms
specializing in collating.

Domestic and Canadian steel wire nails are usually shipped by truck or
rail in lots of about 40,000 pounds, although in a few instances Canadian
producers have shipped by sea to customers located in the southeastern and
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west coast regions of the United States. Truck transportation can be provided
by either the manufacturer or the customer, whereas shipments by rail or sea
are usually arranged by the manufacturer. Freight costs are generally the
responsibility of the purchaser, although a producer will frequently absorb a
part of the transportation costs when competing with another nail producer
located closer to the customer. Most domestic and Canadian nail producers
offer the same financial terms to their customers, i.e., a 2-percent discount
within 10 days or net 60 days.

Domestic Industry

The U.S. steel wire nail industry consists of two general groups. of

roducers--large integrated steel-producing firms that manufacture steel wire
rod, draw it into wire, 1/ and then make nails from the wire (all petitioning
firms are in this group); and smaller converting firms that make nails from
purchased steel wire rod or drawn wire. The larger companies typically make
the high volume smooth-shank nails while smaller firms concentrate production
in higher priced specialty nails (e.g., those having special-purpose heads,
shanks, points, or finishes).

Steel wire nails are manufactured in the United States by approximately 50
firms, 8 of which are known to be integrated producers. Together, the inte-
grated firms accounted for about three-fourths of total shipments in 1977.

The major producers and their share of total production in 1977 as reported in
questionnaires were: United States Steel Corp. (* * * percent), Northwestern
Steel & Wire Co. (* * * percent), Penn-Dixie Steel Corp. (¥ * * percent),

CF & I Steel Corp. (* * * percent), and Keystone Consolidated Industries, Inc.
(* * * percent). Production facilities are located primarily in the
Northeastern and North Central States, although there are alsp plants in
Georgia, Florida, Virginia, Colorado, and California. A list of the larger
manufacturers of nails and their locations is presented in appendix E.

In general, integrated steel manufacturers produce other products which
are more profitable than nails, and some industry officials * * *, Most
integrated producers use nail machines that were installed nearly 50 years
ago, although many firms have recently purchased, or are in the process of
purchasing, additional new machines which are capable of competing with the
most efficient nail-making equipment in the world. Non-integrated producers
consider nail making a more essential aspect of their overall operations and
have accordingly made substantial investments to enhance production capability.

1/ Wire drawing is the process whereby steel rod is converted into wire.
The rod is pulled through successive dies which reduce the diameter of the rod
until the desired gage is reached.
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Canadian Industry

There are about eight Canadian producers of steel wire nails. Sivaco Wire
& Nail Co., an integrated producer which employs about * * * persons in its
wire and nail operations in Marieville, Quebec, and Dartmouth, Nova Scotia, is
the largest, accounting for more than * * * of total Canadian exports to the
United States in 1977. Sivaco is a subsidiary of Ivaco Industries, Ltd.,
which also owns two nail producers in the United States--New York Wire Mills,
Inc., located in Tonawanda, N.Y., and Virginia Wire & Fabric Co., located in
Warrenton, Va. A third subsidiary, Florida Wire & Nail Co. of Quincy, Fla.,
is expected to begin nail production in January 1979, and a fourth plant is
planned for either the Southwest or west coast. Ivaco's Canadian- and U.S.-
based subsidiaries all use technologically advanced nail producing equipment
manufactured by Wafios Maschinenfabrik of Germany. According to Mr. Jack
Klein, Ivaco's Vice President, the company is making a concerted effort to
establish nail-producing facilities throughout the United States, while it has
no plans to expand nail operations in Canada, ''because we see that the greatest
growth potential for us is in the United States and not in Canada." 1/ During
the period of Treasury's investigation, about 72 percent of Sivaco's total
nail shipments (with a value of $9.5 million) were made to U.S. markets.
Sales to the U.S. affiliates previously mentioned accounted for less than
* % % percent of total U.S. sales volume.

Titan Steel & Wire Co., Ltd., a Japanese-owned firm, is a much smaller
producer, with production facilities located in Surrey, British Columbia.
During the period of Treasury's investigation, about 21 percent of Titan's
shipments of steel wire nails (with a value of $139,724) were made to U.S.
markets. Neither Titan nor Sivaco made any shipments of nails to countries
other than the United States and Canada.

The Steel Co. of Canada, Ltd., and Tree Island Steel Co., Ltd., which were
excluded from Treasury's LTFV determination, accounted for * * * percent and
* % % percent, respectively, of total imports from Canada in 1977. Other
Canadian producers that sell nails in the U.S. market include Sidbec-Dosco,
Ltd., Montreal, Quebec; Paslode Canada Regd., Scarborough, Ontario; and
Morrison Steel & Wire Co., Ltd., Vancouver, British Columbia. Most Canadian
nails shipped to the United States are sold to major wholesalers such as
Georgia Pacific Corp., Miller Supply Corp., and Prudential Metal Supply Corp.

Importers

There are great differences in the variety and scope of operations of
companies that import nails into the United States. Some are manufacturers,
exporters, and importers, some are trading companies, and others are building
supply distributors that do some of their own importing. Both Canadian steel
wire nail producers that were found by Treasury to have made sales at LTFV

1/ Transcript of the hearing, p. 181.
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(Sivaco and Titan) act as their own importers into the United States, meaning
that they prepare the necessary customs paperwork, pay the import duty, and
post any bond required because of this investigation. In addition to nails,
Sivaco and its affiliated companies also sell wire rod, welded wire mesh,
fasteners, precision machine components, axles, and fourdrinier fabric in U.S.
markets.

The Commission contacted several major importers of nails from countries
other than Canada to gather general market information. A summary of the
operations of Fehr Brothers, Inc., C. Itoh & Co., Mitsubishi International
Corp., Mitsui & Co. (USA), Inc., and Wilmod Co., Inc., is presented in
appendix F.

Consideration of Injury or Likelihood Thereof

To obtain statistical data for use in this section of the report, the
Commission sent questionnaires to a sample of U.S. nail producers. In 1977,
the firms responding to the questionnaires accounted for about 80 percent of
total U.S. shipments of steel wire nails, as reported by the U.S. Department
of Commerce. 1/

U.S. production

Questionnaire respondents reported total production of the steel wire
nails covered by this investigation as follows:
Short tons

1975 : 254,335
1976 . ' 267,629
1977 ' 272,687
January-September—-
1977 210,027
1978 222,338

These data show that production increased at an average annual rate of 3.5
percent from 1975 to 1977 and by 5.9 percent from January-September 1977 to
January-September 1978. This upward trend for production reflects less growth
in the industry than does the trend for shipments (discussed in a later section
of this report) because most questionnaire respondents are large integrated
companies that did not significantly expand nail operations during 1975-77.

The substantial increase in shipments is apparently accounted for primarily by
nonintegrated companies.

1/ Commerce data do not include shipments by firms that do not draw their
own wire.
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Utilization of productive facilities

There are considerable difficulcies_invqlved'in determining the U.S.
industry's productive capacity in that nail machines will produce different

tonnages depending on the type of nail being produced.

For example, Glader

Nail King machine number 71-2-1/2 is advertised to produce 7d nails at the
rate of 190 pounds per hour or 8d nails at the rate of 279 pounds per hour.
Because of this, companies were asked to report capacity based on their

"normal" product mix.

Nail machines are ideally operated 3 shifts a day with down time only for
maintenance and repair; however, producers of both nails and nail machines
indicated that efficient utilization can be achieved by operatlng at this rate
5, 6, or 7 days a week. Accord1ng1y, the following capacity data are presented
. In 1978 the 5-day operating rate was

on 5-day and 7-day bases for comparison
closer to normal in the industry.

Steel wire nails: U.S. producers' 1/ productive capac1ty and ratio of produc-
tion to capacity, by 5-day and 7- day bases of operations, 1975-77, January-

September 1977, and January-September

1978

5-day opera

ting basis

7-day operating basis

Period : :
: ¢ Ratio of : ¢ Ratio of
¢ Capacity :production to: Capacity :production to
: : capacity 2/ : ¢ capacity 2/
: 1,000 s : 1,000 :
¢ short ‘tons : Percent ¢ short tons : Percent
1975 H 352 : 72 493 52
1976 : 359 : 75 : 502 : 53
1977 -3 355 76 : 497 : 54
Jan.-Sept.-- : : : :
1977- : 274 : 76 : 384 54
1978 : © 283 78 : 397 56

1/ Questionnaire respondents.
2/ Calculated from unrounded figures.

Source: Compiled from data submitted
U.S. International Trade Commission.

in response

to questionnaires of the

An additional indicator of capacity is the number of nail machines in

use. The American Iron and Steel Institute (AISI) reports in its publication,
Directory of Iron and Steel Works of the United States and Canada, that the
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total number of nail machines operated by reporting companies 1/ declined from
1,329 in 1974, to 1,250 in 1977 (the directory is published every 3 years).
Not included in these totals are companies established after 1975 (see employ-
ment section) and most nonintegrated nail producers. 2/

U.S. producers' shipments and exports

Data on U.S. producers' shipments of steel wire nails and staples are
maintained by the U.S. Department of Commerce on a yearly basis and by AISI on
a monthly, as well as yearly, basis. The Commerce data are consistently
higher than those of AISI because of more complete industry coverage and
mandatory reporting. For that reason, Commerce data are used throughout this
report except for January-September comparisons, for which only AISI data are
available. It should be noted that both Commerce and AISI limit their data
collection to steel works and wiredrawing establishments, which results in
some understatement of the totals (i.e., data for firms that make nails from
purchased steel wire, called fabricators by AISI, are not included). Commerce
did collect data from such fabricators in its 1972 Census of Manufactures and
in that year, steel works and wiredrawing establishments accounted for
approximately 76 percent of the total quantity of shipments. In addition,
data on shipments and exports include nails less than 1 inch in length and
less than 0.065 inch in diameter, neither of which is included in import
statistics or covered by this investigation.

Shipments of steel wire nails (including exports) exhibited a slight
downward trend with strong cyclical fluctuations during the 10-year period
1968-77 as shown in figure 2. During the same period, exports generally
increased, but never accounted for more than 4 percent of shipments. Exports
are made primarily to Canada, with smaller amounts going to Mexico, France,
and the United Kingdom. Data on shipments and exports are summarized in the
table on p. A-20.

1/ Reporting companies are Angell Nail & Chaplet Co., Armco Steel Corp.,
AtTantic Steel Co., Bethlehem Steel Corp., CF & I Steel Corp., Keystone

Consolidated Industries, Inc., Northwestern Steel & Wire Co., Penn-Dixie Steel

Corp., and United States Steel Corp. .
2/ See additional discussion of capital expenditures on p. A-31.



A-19

Apparent U.S. consumption, U.S. producers'

Figure 2.--Steel wire nails:
shipments, and exports, 1968-77

1.000
short tons

qu -
Consumption . )

T /
N

Trend line

.
SI.U]
{ Shipments
*u&
e Trend 1ine/
e
I8 Exports
N e S e e . T R— me— —
1" I L 15 1m iim L1 S ) 1)
Source: Compiled from official statistics of the U.S. Department of
Commerce.
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U.S. producers' shipments and exports, 1968-77, January-
September 1977, and January-September 1978

Shipments (including

Period ) exports): Exports
; Quantity ; Value ; vg?i: ; Quantity ; Value ; vg?;;
: 3 ¢ Cents : : ¢ Cents
: : 1,000 : per : : 1,000 : per
¢ Short tons : dollars ¢ pound :Short tons:dollars : pound
1968 : 424,172 ¢+ 99,153 ¢ 11.7 : 6,980 : 5,681 : 40.7
1969 -3 343,629 : 91,117 ¢ 13.3 : 8,697 : 6,880 : 39.6
1970 : 335,904 : 92,662 : 13.8 : 6,954 : 6,292 : 45,2
1971 : 385,154 : 114,081 : 14.8 : 7,374 ¢ 5,725 :  38.8
1972 : 433,002 : 133,840 : 15.4 : 8,290 ¢+ 7,113 : 42.9
1973 - ————1 445,348 : 189,561 ¢ 21.3 @ 11,587 : 10,512 ;3 45.4
1974 : 402,016 : 229,645 : 28.6 : 14,819 : 13,771 ¢ 46.5
1975-- : 297,449 : 164,949 : 27,7 ¢+ 10,839 : 11,397 :  52.6
1976 : 349,516 : 199,953 : 28.6 : 13,676 : 14,118 : 51.6
1977 -=m=mmmm e : 357,595 : 224,628 : 31.4 ¢ 12,847 : 13,656 ¢ 53.2
January-September-- : : K] : : :
1977 -+ 1/ 219,325 = 2/ s 2/ s+ 10,679 : 11,121 : 52.1
1978 : 1/ 219,321 ¢ 2/ : 2/ 2/ : 2/ o+ 2/

1/ Compiled from AISI statistics.

2/ Not available.

Source:

Commerce, except as noted.

Compiled from official statistics of the U.S. Department of

A-20
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To obtain information on the ability of U.S. producers to meet demand,
questionnaire respondents were asked to estimate their unfilled orders and
delivery lead times in each quarter during January 1975-September 1978. A
summary of the responses is shown below.

tons Weeks

20 3.0 -
Delivery lead
15 2.5 . time (weeks) /
/
i
10 2.0 -
N IA\ ¢
e - S ——{
5 1.5 ¥ -
Unfilled orders
(short tons)
Ol.Ot',,|..|(ll!l!t
1 2 3 4 1 2 3 4 1 2 3 4 1 2 3
1975 1976 1977 1978

Despite the indication that customers' orders have been filled promptly, one
large nail distributor submitted evidence to the Commission that its attempts
to purchase nails in 1978 from * * %, % % % and * * * yere unsuccessful.
Another distributor in Connecticut reported that without Sivaco (a Canadian
producer), it would be out of business in the Northeast.

Inventories

Inventories of steel wire nails are maintained by most producers in order
to be responsive to orders. Such inventories remained relatively stable in
relation to shipments during 1975-77, although there were substantial changes
within years. As would be expected, inventories were higher at the end of the
year when construction activity was low than at the end of September when such
activity was still strong. Inventory data are summar<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>