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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

CERTAIN STEEL WIRE NAILS FROM KOREA

731<TA-26 (FINAL)
AGENCY : United States International Trade Commission

ACTION: Institution of a Final Antidumping Investigation

SUMMARY: As a result of the affirmative final determination on May 19, 1980,

by the International Trade Administration, United States Department of Commerce,
that certain steel wire nails provided for in item numbers 646.25 and

646.26 of the Tariff Schedules of the United States (TSUS) from certain Korean com-
panies are being sold in the United States at less than fair value, within the mean-
ing of section 731 of the Tariff Act of 1930 (19 U.S.C. 1673), the United States
International Trade Commission (hereinafter '"the Commission'") hereby gives notice
of the institution of investigation No. 731-TA-26 (Final) to determine whether

an industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
m;terially retarded, by reason of imports of such merchandise. For purposes of
this investigation, the term 'steel wire nails'" refers to nails, brads, spikes,
staples and tacks of one-piece constfuction which are made of round steel wire

and which enter the United States under item numbers 646.25 and 646.26 of the

TSUS. The Commission's investigation encompasses imports of nails as defined
above from Korea produced by all firms except those specifically excluded by the
Department of Commerce. The excluded firms are Blobcar, Ltd., Dae Bong Industrial,
Daeger Trading Co., Daewo Industrial, Dong-A-Nails Co., Jesse Industries, Kang Wan
Industries, Lee Chun Steel Co., Ltd., Pacific Chemical Co., Sunkyong, Ltd., and
Tong Myung Industries, which were found not to be selling below the applicable
trigger price; Daegu’ Moolsan Co., Ltd., Dae Han Sang Sa Co., Ltd., Jin Heung Iron
and Steel Co., Korea Nail Manufacturing Co., Ltd., New Korea Nails Ind., Co., Ltd.,
and Young Sin Metal Industrial Co., Ltd., which were found not to be selling at
less than fair value or found to be selling at less than fair value in de minimis
amounts; and Korean nail manufacturers not exporting to the United States, either
directly or indirectly, during the period May 1978-March 1979.

EFFECTIVE DATE: Mavy 19. 1980.
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. FOR ADDITIONAL INFORMATION, CONTACT: Mr. Lynn Feathersfone, Supervisory Investigator,
Office of Operatiéns, U.S. International Trade Commission, Room 344, 701 E Street,
NW., Washington, D.C. 20436; telephone (202) 523-1376.
SUPPLEMENTARY INFORMATION: The provisions of the Trade Agreements Act of 1979
(P.L. 96-39, 93 Stat. 144) repealed the Antidumping Act of 1921 and replaced it
with Subtitle B of Title.VII of the Tariff Act of 1930 (19 U.S.C. 1673) (herein-
after "Title VII") effective on January 1, 1980. Before thé effective date of
Title VII, the Department of Treasury made, under the Antidumping Act of
1921, a tentative preliminary but not a final determination, that no imports of
steel wire nails from Korea were being sold in the United States at less than
fair value. Consequently, pursuant to t;ansition rules set forth in section
102(b)(25 of the Trade Agreements Act of 1979, the investigation was terminated
under the Antidumping Act of 1921 and now continues subject to the provisions of
Title VII, as if the preliminary determination had been made under section 733 of
that title on the effective date of Title VII.

Section 735(b) (1) of the Tariff Act requires the Commission to make a final
injury determination where the administering authority has ﬁade an affirmative
final determination pursuant to section 735(a) as to whether the merchandise
which is the subject of the investigation is being or is likely to be, sold in
the United States at less than fair value.

Inasmuch as the preliminary determination by the administering authority was
negative and its final determination was affirmative, section 735(b) (3) requires
the Commission to make its final injury determination within seventy-five (75)
days after the date of the affirmative final less-than-fair-value-sale determina-
tion.

This investigation will be conducted according to the provisions of Part 207
of the Commission's Rules of Practice and Procedure (19 CFR 207, 44 F.R. 76457)y

Subpart C, effective January 1, 1980.



3

WRITTEN SUBMISSION: Any person may submit a written statement of information
pertinent to the subject of this investigation. A signed original and nineteen
(19)'true copies of each submission must be filed at the Office of the Secretary,
U.S. International Trade Commission Building, 701 E Street, NW., Washington, D.C.
20436, on or before July 15, 1980. |

Any submission of business information for which confidential treatment
is desired shall be submitted separately from other documents. The envelope and
all pages of such submissions must be clearly labeled "Confidential Business
Information." Confidential submissions and requests for éonfidential treatment
must conform with the requirements of section 201.6 of the Commission's Rules
of Practice and Procedure (19 CFR 201.6).

All written submiésions, except for confidential business data, will be
available for inspection by interested persons at the Office of the Secretary in
Washington, D.C., and at the Commission's New York Office, 6 World Trade

Center, New York, N.Y. 10048.

A staff report containing preliminary findings of fact will be available
to all interested parties on June 17, 1980.
HEARING: The Commission will hold a public hearing in connection with this
investigation on July 9, 1980. The proceedings will be conducted in the
Hearing Room of the U.S. International Trade Commission Building, 701 E Street NW.,
Washington, D.C. 20436, and will‘begin at 10:00 a.m., e.d.t. Parties desiring
to appeér at the hearing should notify the Office of the Secretary not later
than five (5) business days prior to the date of the hearing. In addition, all
hearing participants must file written prehearing statements in conformity with
section 207.22 of the Commissions Rules of Practice and Procedure (19 CFR 207.22)
on or before July 3, 1980.

For further information concerning the conduct of the investigation, hearing

procedures, and rules of general application., consult the Commission's Rules

of Practice and Procedure, Part 207, Subpart C (19 CFR 207), and Part 201,



Subparts A through E (19 CFR 201). This notice is published pursuant to
section 207.20 of the Commission's Rules of Practice and Procedure (19 CFR 207.20,
44 F.R. 76458).

By order of the Commission.

.

s

- 'MUJQ%

Kenneth R. Mason
Secretary

Issuyed: June 5, 1980
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D C.

[731-TA-26 (Final)]
CERTAIN STEEL WIRE NAILS FROM KOREA

Determination

On the basis of the record 1/ developed in this investigation, the
Commission 2/ determines, pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. 1673d(b)), that an industry in the United States is not materially
injured and is not threatened with material injury, and the establishment of
an industry in the United States is not materially retarded, by reason of
imports of certain steel wire nails from Korea, provided for in items 646.25
and 646.26 of fhe Tariff Schedules of the United States, which are covered by
the U.S. Department of Commerce determination of sales at less than fair

value (LTFV).

Background

The Commission instituted this investigation effective May 19, 1980,
foilbwing receipt of notice by the Department of Commerce that certain steel
wire nails from Korea are being sold at LTFV. Notice of the institution of
the Commission's investigation’and of the hearing to be held in connection
therewith was duly given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, D.C., and in the
Commission's New York City Office, lqcated at 6 World Trade Center, and by

publishing the notice in the Federal Register on May 23, 1980 (45 F.R. 34941).

The hearing was held in Washington, D.C., on July 9 and 10, 1980, and all
persons who requested the opportunity were permitted to appear in person or by

counsel.

1/ The record is defined in sec. 207.2(j) of the Commission's Rules of
Practice and Procedure (19 CFR 207.2(j)).
2/ Commissioners Moore and Bedell dissenting.






VIEWS OF CHAIRMAN BILL ALBERGER, VICE CHAIRMAN MICHAEL J. CALHOUN,
AND COMMISSIONER PAULA STERN

On the basis of the record developed in investigation number
731-TA-26 (Final), we determine pursuant to section 735(b) of the
Tariff Act of 1930 (19 U.S.C. 1673d), that an industry in the United
States is not materially injured or threatened with material injury, nor
is the establishment of an industry materially retarded_l/ by reason of
imports of nails from the Republic of Korea, which are covered by the
U.S. Department of Commerce's determination of sales at less than fair

value. 2/

1/ Since there is an established domestic industry, the question of
material retardation of the establishment of an industry is not at issue.

2/ This case comes before us as a result of a final affirmative deter-
mination of less than fair value sales by the Department of Commerce.

On December 6, 1977, the President approved implementation by the
Department of the Treasury of the Trigger Price Mechanism to monitor
import prices of steel mill products. (The TPM was suspended in March
1980 in response to the filing of antidumping petitions by U.S. Steel
Corporation relating to certain carbon steel products from European
countries.) Production costs of steel mill products in Japan formed the
basis of the trigger prices because Japan is considered to be the most
efficient producer in the world. Imports priced below those prices were
viewed as potential sales at less than fair value and when substantial
quantities of such steel mill products entered the United States, an
antidumping investigation could be "triggered'" by the Department of the
Treasury on its own motion. The Department's trigger price investigation
of U.S. imports of certain steel wire nails from the Republic of Korea
covered the 7-month period from May 1 through November 23, 1978. The
investigation involved 33 Korean companies which shipped steel wire

nails to the United States. On the basis of its investigation, the
Department of the Treasury determined that 22 of these Korean companies
shipped quantities of steel wire nails below the applicable trigger
prices. Accordingly, on April 20, 1979, the Department of Treasury initiated
an antidumping investigation, excluding the 11 companies not found to be
selling below the trigger price. - (On January 2, 1980, under the authority

(Confinued)
3



Domestic Industry

To begin an analysis of the impact on a domestic industry of imports
sold in the United States at less than fair value, the Commission must
first define the relevant industry. As a general rule, the term "industry"
is defined in section 771(4) (A) of the Trade Agreements Act of 1979
(hereinafter referred to as the Trade Act), as,

[Tlhe domestic producers as a whole of a like product, or
those producers whose collective output of the like product
constitutes a major proportion of the total domestic pro-
duction of that product.
The term "like product" is defined in section 771(10) 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.

(cont'd). - of the Government Reorganization Act (Reorganization Plan #3\1
the Department of Commerce succeeded to tne authority of the Departmenft .f the
Treasury in this matter.) The Department of Commerce investigation of
U.S. imports of certain steel wire nails from the Republic of Korea
covered the 4-month period from December 1, 1978 through March 31, 1979.
This investigation included 12 of the 22 Korean producers mentioned
above which accounted for 73 percent by value of nails imported into the
United States from the Republic of Korea during the period of investigation.
Fair value comparisons were made on approximately 64 percent by value of
all nails shipped from the Republic of Korea to the United States during
the period of investigation. As a result of these comparisons, two
companies were found to have no margins and four companies had de minimus
margins. These six companies were found not to be selling below fair
value.

In addition, the Department of Commerce determined that some of
the 11 firms originally excluded from the investigation may be trading
companies which might be subject to the possible imposition of antidumping
duties to the extent that the nails they exported were manufactured by
firms found to have made sales at LTFV. Furthermore, other Korean
manufacturers that exported to the United States during May 1978
through March 1979 would also be subject to any antidumping order resulting
from an affirmative finding.



Thus, the starting point for an analysis of the relevant industry
is the proper identification of the imported article subject to the
investigation and the proper identification of the'like product?

The Department of Commerce determination of less-than-fair-
value sales covers those articles entering the United States under
items 646.25 and 646.26 of the Tariff Schedules of the United States (TSUS),
which includes brads, nails, spikes, staples, and tacks of one-piece
construction, made of round steel wire. TSUS item 646.25 provides for
these articles which are under l-inch in length and less than 0.065
inches in diameter. Item 646.26 provides for these articles which are
l-inch or more in length and 0.065 inches or more in diameter.

While the technical scope of the Department of Commerce determination
covers more than nails, the Department found LTFV sales only with
respect to certain steel wire nails. Those items actually founa to
be entering at LTFV are electro-galvanized nails which account for 52.8
percent of LTFV imports; bright nails which account for 14.8 percent;
phosphate coated nails Which account for 10.2 percent; vinyl coated
nails, 10.1 percent; cement coated nails, 8.8 percent; hot dipped
galvanized nails, 1.5 percent; blued nails, 1.4 percent; and miscellaneous
nails, 0.4 percent. As a result, these nails are the articles subject

to the investigation and the subject of our determination. For the most part,



the imported nails in question are distinguishable from each other by
their coatings and the consequent specialized uses which their
coatings permit. The one exception is bright nails, which are not coated

but are processed to give them a clean, smooth surface. 1/

1/ Nails are galvanized with a zinc coating to prevert rust and corrosion.
‘Two methods are commonly used to galvanize nails: electro-galvanizing and
hot-galvanizing. Electro-galvanized nails are coated with a pure coating of
zinc of a controlled thickness, attainable because of the electrical coating
process. Hot-galvanized nails are coated with zinc by dipping them, which
results in a thicker layer of zinc, presumably affording greater resistance
to rust and corrosion. In the hearing, there was debate about the compara-
tive advantages of the two processes for galvanizing nails. Evidence
collected during the investigation indicates, however, that nails galvanized
by one process perform as well as those galvanized by the other process in
certain circumstances. '

Phosphate coated nails are covered with a layer of phosphorous, which
makes them easier to drive. They are used for dry-wall construction.
Green-vinyl nails are coated with a poly-vinyl chloride lacquer, which makes
the nails easier to drive and promotes a greater adherence to the wood.
Cement coating is a process whereby nails are dipped in a resin mixture.

The heat generated when this nail is driven into wood causes the cement
coating to fuse, which thereby forms a bond with the wood. And, finally,-
blued nails are annealed and are preferred by some carpenters for sanitary
reasons.



Approximately fifty domestic firms produce steel wire nails
which include nails that are like the LTFV imports. 1In 1979, '
electro-galvanized nails accounted for 1.1 percent of domestic
production of steel wire nails; bright nails accounted for 44.3
percent; cement coated nails for 20.9 peréent; and hot galvanized
for 25.1 percent. Phosphate coated, vinyl coated, blued, and other
miscellaneous nails accounted for the remaining 8.5 percent of
production.

There are two general types of domestic producers of steel
wire nails: large integrated companies that make steel rod, draw
it into wire, and then make nails from the wire and smaller, non-
integrated firms that make nails from purchased steel rod or wire.
Eight known integrated firms accounted for about two-thirds of total
production in 1977.

It is our view that there are seven domestic like products,
which, for all practical purposes, are identical to the seven imported
articles described above. We also find that since at least one type of
these specific nails is produced by every domestic steel wire nail
producer, the domestic industry, that is “the domestic producers as a

whole of a like product,"

is comprised of all producers of steel wire nails.
In certain circumstances, the general definition of industry in

section 771(4) (A) can be superseded to allow producers of the like

product located within a particular geogranhical area to be treated as



a distinct industry. This modification of the general definition of
industry is provided for in section 771(4)(C), which states in
relevant part:

(C) REGIONAL INDUSTRIES.-In appropriate circumstances,

the United States, for a particular product market, may

be divided into 2 or more markets and the producers within

each market may be treated as if they were a separate
industry if-

(i) the producers within such market sell all or
almost all of their production of the like product

in question in that market, and

(ii) the demand in that market is not supplied, to any

substantial degree, by producers of the product in
question located elsewhere in the United States.

In this case, domestic producers of steel wire nails in the 10
western states of Arizona, California, Colorado, Idaho, Nevada, Montana,
Oregon, Utah, Washington and Wyoming have argued for treatment as an industry
under section 771(4)(C). We find that the two requirements for qualifying
as a regional industry are met by the steel wire nail producers in these
states. First, section 771(4) (C) (1) requires that producers within the
regional market must sell all or almost all of their production of the
subject like product in'that market. The staff estimates that in 1979 ship-
ments made by western regional producers to customers within the region
accounted for more than 80 percent of all nail shipments for those producers.
Because of high transportation costs, most shipments of steel wire nails in
the United States are made to customers located within 500 miles of the
plant. Second, section 771(4)(C) (ii) requires that regional demand must ﬂot
be supplied to any substantial degree by producers of steel wire nails

-

located ‘in other parts of the country. Evidence on the record indicates



that shipments of nails into the western region by producars located outside

the region was about 1.5 percent of western consumption in 19769.

Establishing that producers in the western states have met
the two statutory criteria for qualifying as a regional industry
does not necessarily lead to the treatment of these producers as a
regional industry. Treatment under section 771(4)(C) is a discretionary
matter for the Commission to decide as this section provides for such

' Virtually no guidance is

treatment "in appropriate circumstances.'
given the Commission in deciding when "appropriate circumstances" exist

which warrant the treatment of regional producers as a separate industry.

There is no instruction within the statute nor any implicit standard on the
face of the statute. ¥oreover, both the legislative history and the Statements
of Administrative Action are silent on this question. Therefore, it would

seem the Commission has broad discretien in exercising this permissive

authority. In viewing the statute as a whole, we view at least two

considerations to be implicit in the notion of "appropriate circumstances":

First, a particular region should account for a significant share
of domestic consumption and production. Second, the condition of
producers of the like product in the region should be worse than

that of the industry at large.



10

The first consideration prevents imposition of duties on imports
sold in the entire national market when their ﬁegative iﬁpact is 1iﬁited
to a very small segment of that market. The second consideration recognizes
the appropriateness of focusing on a regional industry only where a smaller
group of producers is suffering more tﬁan all producers as a whole.

With regard to the first consideration, evidence in this investigation
reveals that producers in these 10 gtates account for appfoximately 20 percent
of the domestic production of steel wire nails and that the region accounts
for about 20 percent of total domestic consumption. Regarding the second
consideration, while the domestic industry as a whole is experiencing a
downward trend, producers in the 10 western states are experiencing a sharper

decline. The western region's profitability is substantially lower than that

of the industry as a whole. The ratio of less-than-fair-value imports to
domestic consumption was significantly greater in the 10 western states.
Furthermore, the level of inventories of producers in these states has been
considerably higher than the level of producers' inventories within the entire
industry.

Therefore, it is our view that appropriate circumstances exist for
treating producers of steel wire nails in the 10 western states as a separate
regional industry pursuant to section 771(4)(C). Indeed, in vies of the facts,
treatment under section 771(4) (C) provides the domestZc industry its best

case for relief.

10
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While the matter of import concentration is treated in the
context of material injury under section 771(4)(C) of the Trade Act,
we shall address it here because, as a practical matter, it operates
as a further consideration elucidating our treatment of a regional
industry in this investigation. 1/ The data obtained in this investi-
gation indicate that approximately 43 percent of the LTFV imports
entered the United States through this region. We must, therefore,
determine whether 43 percent should be considered a concentration of

such imports within the meaning of the statute.

In Carbon Steel Plate from Taiwan, which was considered under a
different law containing a similar provision, Vice Chairman Alberger

and Commissioner Stern stated:
[Blecause cases before the Commission are likely to involve
different factual circumstances, a precise mathematical
formula will not always be reliable in determining the
minimum percentage which constitutes sufficient concentration. 2/
There may be instances in which shipments of less than 50 percent may
be considered a concentration of the subsidized or dumped imports within
the region. In our view, this investigation is such a case.
The legislative history indicates that concentration can be found
to exist where the ratio of the LTFV imports to consumption is clearly
higher in the regional market than in the rest of the U.S. markets. 3/
Although we do not have sufficient data to determine the approximate shares
of U.S. consumption which the other regional markets represent, the

record indicates that the western region constitutes only 20 percent

of total U.S. consumption, although 43 percent of the Korean LTFV imports

1/ Vice Chairman Calhoun, while concurring in the analysis, believes it
inappropriate to view the notion of concentration as a factor bearing on a
finding of regional industry. In his view, section 771(4)(C) establishes
concentration as a factor bearing solely on the question of whether there
is material injury to a regional industry.

2/ See USITC Publication 970, May 1979, Determination of Injury in |
Investigation No. AA1921-197 Under the Antidumping Act, 1921, As Amended,
at pp. 22-23. :

3/ See S. Report No. 96-249, 96th Cong., lst Session, at p. 83 and H.
Report No. 96-317, 96th Cong., lst Session, at p. 72.
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enter there. It might seem that the greatly disproportionate share of imports
in this region is a function of a statistical aberration caused by the fact
that a large portion of the LTFV imports enter this country through ports on
the West Coast. However, as we have noted earlier, because of the high cost
of land transportation associated with shipping steel wire nails, nails tend
to be distributed within a 500 mile radius. Thus, it would appear that the
overwhelming majority of steel wire nails entering the West Coast ports are
actuélly sold Qithin the ten western states under consideration.

Therefore, since the volume of dumped imports amounts to twice what could
be expected if such imports were to be distributed evenly nationwide, we find
that there is a concentration of the LTFV imports in the western regional

market.

Material injury

Section 735(b) of the Tariff Act of 1930 provides for a Commission final
‘determination 