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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.
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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.
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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 as to material injury or threat thereof. Under section
771(7)(B), in making such a final determination,

[T]he Commission” shall consider, among other factors—-

(1) the volume of imports of the merchandise which is the subject
of the investigation, '
(ii) the effect of imports of that merchandise on prices in the
United States for like products, and

(iii) the impact of imports of such merchandise on domestic
producers of like products.

In addition, section 771(4)(D), directs the Commission to assess the
effect of subsidized imports in relation to the domestic production of a like
product,

[I]f available data permit the separate identification of production

in terms of such criteria as production process or the producers'
profits.

12
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If this is not possible, then,

[Tlhe effect of the...dumped imports shall be assessed by the
examination of the production of the narrowest group or range of
products, which includes a like product, for which the necessary
information can be provided.

Furthermore, since we have found that producers in the ten western states
should be treated as a regional industry, section 771(4)(C) adds the further
requirement that material injury, or threat of material injury, to that region
can only be found where such injury is experienced by '"the producers of all or
almost all of the production within that market." l/

In the unanimous preliminary determination in this case, the Commission
found a 'reasonable indication of injury." 2/ In that case there were four
factors which pointed'to the possibility of injury and which required
particular attention in the final investigation. Those factors were price

depression, market penetration, shipments, and profits, particularly in the

western states.

Pricing information shows that the average net selling prices for nails
from Korean companies found to be selling at LTFV 3/ were generally lower
during the period of investigation than those of the comparable U.S.-produced

nails. However, the price of both imported and domestically produced nails

1/ Vice Chairman Calhoun feels section 771(4)(C) adds concentration as a
second requirement. See footnote 1 on page 11.

2/ Investigation No. AA1921-Inq.-26, Certain Steel Wire Nails from the
Republic of Korea, May 1979. Vice Chairman Calhoun did not participate in the
preliminary determination.

3/ The Department of Commerce investigation covered the four-month period
from December 1, 1979 through March 31, 1979, and involved twelve of the 22
Korean producers found to be selling below trigger price. Another eleven
companies had already been found not to be selling below trigger price. Of
the twelve companies, six were found to be selling at less than fair value.
The LTFV margins ranged from 1.3 to 11.5. Five of the six companies are
located in the Masan free trade zone in Korea and constitute nearly all of the
LTFV imports.

13
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generally increased in the period 1978-79. The largest price differences were
on the electro-galvanized and green-vinyl nails, which were not produced in
any meaningful volume in the United States until 1979. Just under fifty-three
percent of LTFV nails were electro-galvanized which are very costly to produce
in the United States due to EPA regulations. 1/ The green-vinyl nails were
another large import item and, although they were developed by a domestic
company, the demand for them, particularly in the western states far exceeded
domestic capacity to produce them at least until 1979. 2/ Thus, we do not
find a causal relationship between the LTFV imports and any restraint on the
upward movement of prices for nails .

There are also signs that the U.S. industry is undergoing some
fundamental changes in its composition that have had an impact on pricing.
Since 1976, six new non-integrated firms with improved productivity have
entered the industry. The additional capacity of these plants, plus some
capacity expansions in other firms, resulted in almost 60,000 tons of
additional annual nail-producing capability (on a five-day operating basis)
during 1977-79.

These new U.S. firms are aggressively seeking to gain market share by
offering extensive product lines (which some integrated producers do not
offer) and by adopting pricing strategies that in some cases do not cover
costs of production. For example, a sales manager for two of the new U.S.
firms stated at the public hearing that faced with current market conditions,

We had three choices: We could keep production up in
order to hold on to our market share even if that meant selling
at a loss; we could cut production in the hope of maintaining

prices; or we could get out of the business. We chose to
maintain production. With our substantial investment in new

1/ Prehearing statement of Counsel for Armco Inc. and CF & I Steel
Corporation, pg. 22.
2/ Domestic production is now increasing to meet this demand for green-vinyl

nails.
14
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plant equipment, we could not afford to sacrifice our market

position and our skilled employees. We had to think of our

future in the nail business, but obviously we cannot sustain

these losses on an indefinite basis. 1/

Another of the new firms, Tree Island Steel Co., has adopted a marketing
strategy of by-passing middlemen to offer end-users a more attractive price. 2/
The entry of these firms into the market and the overall decline in
consumption in 1979 created a situation in which there was considerably more
U.S. capacity than the market could absorb without a substantial drop in
imports from all sources.

Profits generally declined both on a national and regional basis between
1977 and 1979. The total aggregate gross ﬁargin for all U.S. producers
operating during 1§77—79 fell from more than 8 percent in 1977 to 4.4 percent
in 1979. 1In the western region, profits show an even sharper declining
trend. However, much of this, on both a national and regional basis, can be
attributed to the changes in the nail industry discussed above. New firms
have entered the market since 1977, incurring significant start-up costs. At
the same time, some of the older, less efficient firms have been going out of
business due to their chronic noncompetitive position in the market which
began well before the period that the domestic industry alleged injury.

U.S. consumption of nails, which is closely related to overall
construction activity, rose each year since the 1975 recession until 1979 when
an estimated decline of about 11 percent occurred. U.S. producers' shipments

followed a similar trend increasing from 354,000 short tons in 1977 to 355,000

in 1978 before dropping to an estimated 348,000 tons in 1979. The impact of

1/ Testimony of Mr. Ed Knapp, Sales Manager for Virginia Wire & Electric Co.
and Florida Wire & Nail Co., Tr. p. 264.
2/ See Transcript, p. 198.
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increasing import competition (from non-LTFV sources) can be seen, however, in
the fact that the U.S. producers' share of the market declined from 58 percent
in 1975 to 44 percent in 1978, before rising to an estimated 50 percent in
1979.

The most dramatic change in data from the preliminary affirmative case is
in market penetration. The Department of Commerce finding of LTFV sales
excludes 17 Korean firms, eleven of which were not selling below applicable
trigger prices and 6 of which were specifically found not to be selling at
LTFV. These 17 firms apparently account for the bulk of increases in imports
from Korea, since data on the 5 largest producers, the Masan companies, show
sharp declines since 1977, and questionnaire data show parallel declines for
imports from Korea from other than the 17 excluded firms. These declines in
imports began priof to the present investigation, and also prior to the
initiation of trigger prices. The market penetration of LTFV imports declined
by more than 50 percent both nationally and in the western states from 1977 to
1979. This decline seems to be continuing in 1980.

Further, the 14 customers contacted by the Commission and alleged to have
purchased Korean imports gn lieu of U.S. nails were unable to confirm that
sales had in fact been lost specifically to imports from LTFV suppliers. We
have therefore found no causal link between the condition of the industry and
the LTFV imports.

There are other factors which indicate the relative stability of the nail
industry in the United States. Production rose by 10 percent from 1977 to
1978 and remained constant in 1979. Inventories remained relatively stable
between 1977 and 1979, but rose in the first quarter of 1980 resulting in part

from the 1979 decline in consumption. Employment increased from 1,827 in 1977

16
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to 1,882 in 1978. 1t fell to 1,867 in 1979; however, worker output per hour
increased from 149 pounds in 1978 to 156 in 1979. Thus, while the number of
workers decreased by 0.7 percent, worker productivity increased by 5 percent.

Many of the problems we have discussed in the nail industry are explained
by the recession in the housing market. As noted, the consumption of steel
wire nails is closely related to the construction industry. Statistics
indicate that in the last decade (1969-79) the consumption of steel wire nails
has followed the same cycle as construction, at least through 1976. During
the period of decline in housing starts in 1979, the nail industry suffered a
derivative period of decline affecting its profitability.

It was argued by counsel for the domestic producers that the substantial
reduction in LTFV exports to the United States from the five Masan companies
is merely a temporary and ill-disguised attempt to affect the outcome of this
dumping case. They speculate that if the Commission '"condones the Koreans
_tactic" 1/ it would open an immense loophole in the administration of the
antidumping act. While we recognize that these firms may presently have
excess capacity, we cannot determine, on the basis of pure conjecture, that
this excess capacity will necessarily be directed at the United States upon
the termination of this investigation. There must be some independent
corroborating evidence before we can conclude that this withdrawal from the
market has been done in bad faith. Moreover, the decline in LTFV imports
began before the initiation of any antidumping proceedings, and plausible
alternative causes in explanation of this decline were presented to the
Commission at the hearing and in the written submissions of the respondents.

For these reasons, we determine that the U.S. industry is not materially
injured or threatened with material injury by reason of LTFV imports from

Korea. 17

1/ Post-hearing brief of Tree Island Steel, Inc., July 15, 1980, pp. 7-10.
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Findings of Fact

Section 771(7)(B) of the Tariff Act of 1930 requires the Comm%ssion to
consider (1) the volume of the subject imports, (2) their effect on the
domestic price of the like product, and (3) their impact on the domestic
producers of the like product. In sec;ion 771(7)(C), the act further
specifies a series of economic factors that the Commission must include in

these considerations. Our findings of fact on each of these factors follows:

A. Volume of imports

1. Imports from Korea increased from 1,500 tons, or less than 0.5 percent
of imports in 1973, to 109,000 tons or 25 ﬁercent of imports in 1978. There
was a corresponding decrease in Japan's share of imports due in part to the
fact that there was a shift in Japanese-owned nail producing facilities from
Japan to the Masan free trade zone in Korea. (See Report at p. A-29)

Imports into the western states from Korea increased from 0.5 percent of
total Western imports in 1973 to 55 percent of imports in 1978. (See Report
at p. A-31)

2. Imports from Korea decreased from 109,000 short tons in 1978 to 92,000
shért tons in 1979, a drop of 16 percent. They show a furtheF,decrease of 20
percent during January-March 1980 when compared to the coffesponding period in
1979. (See Report at p. A-29> .

In 1979 imports from Korea into the western states decreased to 53
percent of total imports in that region. (See Report at p. A-31)

3. U.S. imports of nails from the 5 Masan companies 1/ declined from
51,000 tons in 1977, to 23,000 tons in.l979, representing a decrease of 55
percent. As a share of total imports from Korea, imports from the 5 Masan

companies declined from 61 percent in 1977, to 25 percent in 1979.

1/ These 5 firms accounted for nearly all imports found to be at LTFV.
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Information on the first quarter of 1980 indicates another decline to 18

percent of total imports from Korea. (See Report at p. A-29)

i

Estimated imports from the five Masan companies into the western region
declined from 19 percent of imports in 1977 to 1l percent in 1979. (See
Report at p. A-31)

4, Imports from the 5 Masan companies declined from 6.9 percent of
apparent U.S. consumption in 1977 to 3.4 percent of consumption in 1979. (See
Report at p. A-29)

Import to consumption ratios in the western states for nails from the

five Masan companies decreased to 7.1 percent in 1979. (See Report at p. A-31)

B. Effects of LTFV imports on U.S. prices

5. The average net selling prices for the four types of nails compared
were lower for imports from LTFV suppliers than those of the comparable
U.S.-produced nails on both a national and regional basis. However, the
margins of underselling were the largest on those nails which were not
produced in commercial quantities in the United States until 1979. (See
Report at p. A-35)

6. The price of domestic nails rose during the period January 1978-March
1980 on both a national and regional basis; in the case of l6-~penny bright
common nails by as much as 20>percent. (See Report at p. A-34)

7. Several customers alleged to have purchased LTFV naiis in lieu of U.S.
nails indicated that the Korean nails they purchased were for the most part
nails which were unavailable domestically. Although they indicated Korean
imports were competitively priced, this was only one of several variables
involved in their decision to purchase nails. In addition many indicated that
some domestic nails are priced competitively with Korean nails. Many of theée

1
customers were located in the western region. (See Report at pp. A-44-48)
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C. Impact on the affected industry

8. U.S. production rose by 10 percent between 1977 and 1978 and remained
stable in 1979. (See Report at p. A-16) 1In the western states production
increased to 60,000 tons in 1979. (See Report at p. A-16)

9. Employment increased from 1,827 in 1977 to 1,882 in 1978 and then
dropped slightly to 1,867 in 1979. However, for this same time period,
productivity increased from 142 pounds per hour in 1977 to 156 pounds per hour
in 1979, an increase of 10 percent. (See Report at pp. A-22-23) Employment
increased between 1977 and 1979 to 282 workers in the western states region.
(See Report at p. A-23)

10. U.S. producers capacity to produce steel wire nails rose each year
during 1977-79, whether considered on a national or a regional basis. The
ratio of production to capacity declined from 1978 to 1979 because production
did not increase while capacity rose by 6 percent. (See Report at p. A-17)

11. The ratio of gross profits to net sales declined between 1977 and
1979. This can be attributed in large part to the start-up costs of the
several new producers that began operations in this period. . (See Report at
p. A-24) Gross profit information for the western states is confidential.

12. There have been nine new or expanded steel wire nail production
facilities in the United States since 1976. Four of these new or expanded
firms are located in the western region. (See Report at p. A-13)

13. Many of the financial problems of the nail industry can be attributed
to the housing recession. (See Report at p. A-13)

1l4. U.S. producers' shipments increased between 1977 and 1978, but declined
somewhat in 1979. (See Report at p. A-18) Shipments in the western states

increased since 1977.

- 20
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15. Apparent U.S. consumption increased from 739,000 short tons in 1977 to
759,000 short tons in 1978, but then declined sharply by 11 percent in 1979 to
an estimated 675,000 short tons. Apparent consumption in the western region
remained stable in the period January-March 1980 when compared with the same
period 1980. (See Report at p. A-22)

16. Inventories remained stable in relation to production during 1977-79.

(See Report at p. A-21)

17. There was insufficient data available to the Commission to enable us
to analyze the factors cash flow, wages, ability to raise capital, and

investments.

Conclusions of Law

l. A regional industry exists as defined by section 771(4)(C) of the
Tariff Act of 1930 comprised of the producers of steel wire nails operating in
the States of Arizona, California, Colorado, Idaho, Montana, Nevada, Oregon,

' Utah, Washington, and Wyoming.

2. The domestic industry producing steel wire nails, whether considered
on a national or regional basis, is not being materially injured, and is not
threatened with material injury, by reason of the imports of those nails from

Korea which are covered by the LTFV determination of the U.S. Department of

Commerce.

21
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STATEMENT OF REASONS FCR THE AFFIRMATIVE DETERMINATION OF
COMMISSIONERS GEORGE M. MOORE AND CATHERINE M. BEDELL

In order for the Commission to reach an affirmative determination in this
investigation under section 735(b) of the Tariff Act of 1930 (19 U.S.C.
1673d(b)), it is necessary to find that an industry in the United States is
materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports of the steel wire nails from Korea which the U.S. Department
of Commerce has determined are being sold in the United States at less than

fair value (LTFV).

The domestic industry

In this investigation we consider the relevant domestic industry against
which the impact of imports at LTFV must be measured to consist of the
facilities of the domestic steel wire nail producers located in the Western
States region of the United States. 1/

Section 771(4)(C) of the Tariff Act of 1930 (19 U.S.C. 1677(4)(C))
provides as follows:

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--

(1) the producers within such market sell all or
almost of their production of the like product in
question in that market, and

(i1) 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 such appropriate circumstances, material injury, the
threat of material injury, or material retardation of the
establishment of an industry may be found to exist with

1/ Arizona, California, Colorado, Idaho, Montana, Nevada, Oregon, Utah,

Washington, and Wyoming. -
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respect to an industry even if the domestic industry as a
whole, or those producers whose collective output of a
like product constitutes a major proportion of the total
domestic production of that product, is not injured, if
there is a concentration of subsidized or dumped imports
into such an isolated market and if the producers of all,
or almost all, of the production within that market are
being materially injured or threatened by material injury,
or if the establishment of an industry is being materially
retarded, by reason of the subsidized or dumped imports.

The record indicates that appropriate circumstances exist for treating
the Western States region as a separate industry. Producers within the region
sell more than 80 percent of their production of nails therein, principally
because nails are heavy and costly to transport long distances, and only about
1.5 percent of consumption in that region is supplied by companies located
elsewhere. 1/ The '"concentration of subsidized or dumped imports' criterion
is met in that about 43 percent of imports from LTFV suppliers enter the
Western States although that region accounts for only 20 percent of total U.S.
consumption. 2/

Because of the small number of reporting firms, much of the economic data
collected by the Commission on the Western industry is confidential. To avoid
disclosure of such information, we will discuss only general trends and make
comparisons with national data.

As a preface, we point out that our determination of material injury to
the Western regional industry by reason of LTFV imports from Korea takes into
consideration the vulnerable position of the Western producers brought about
by an expansion of domestic capacity and a concurrent decline in demand for.

nails. The adverse effect of the present recession on nail producers has left

them particularly susceptible to injury from unfair import competition.

1/ Report, p. A-33, and data submitted by U.S. producers.
2/ Report, pp. A-32 and A-22.
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Sales at less than fair value

In its investigation covering the 4-month period from December 1, 1978,
through March 31, 1979, the Commerce Department found sales at less than fair
value by six Korean companies. Five of these companies were Japanese-owned
concerns operating in the Masan Free Trade Zone. The LTFV margins found by
Commerce for these five companies ranged from 5.5 percent to 11.5 percent.

The average LTFV margin found for the sixth company, Kuk Dong, was 1.3 percent.

Material injury by reason of LTFV imports

Section 771(7)(A) defines 'material injury'" as harm which is not
inconsequential, immaterial, or unimportant. In making its determination with
respect to méterial iﬁjury, the Commission is required, pursuant to section
771(7)(B) to consider, among other factors, the volume of the subject imports,
the effect of such imports on prices in the United States for like products,
and the impact on the domestic producers of like products.

Volume of LTFV imports.--Section 771(7)(C)(i) directs that, in evaluating

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

Imports from Korea in the Western region increased from less than 0.5
percent of total imports in that region in 1973 to 53 percent in 1979. 1In
1977, imports from the five Masan companies, which accounted for nearly all
sales found by Commerce to be at LTFV, represented an estimated 46 percent of
total imports from Koreé in the Western region. 1In 1978 and 1979 they
accounted for an estimated 32 percent and 21 percent, respectively. About 43
percent of total LTFV imports from the Masan companies entered the Western

25
region, or about 22,000 tons in 1977, 19,000 tons in 1978, and 10,000 tons in



N
N

1979. While such imports have declined, they still represented more than

7 percent of apparent Western consumption in 1979, a year in which UfS.
producers accounted for only about 37 percent of consumption. 1/ Moreover, it
was likely that the sharp decline in imports in 1979 was at least partly the
result of this antidumping investigation.

The effect of the LTFV imports on prices.--In evaluating the impact of

the subject imports an U.S. prices for like products, section 771(7)(C)(ii)
requires the Commission to consider whether there has been significant price
undercutting by the imported merchandise and whether the effect of such
imports has caused significant price depression or price suppression.

In this investigation, it is evident that U.S. producers' prices have
been suppressed by reason of LTFV imports from Korea. This price suppression
is reflected in the financial performance of Western nail producers, which
declined each year during 1977-79 and was significantly poorer than that of
producers located outside of the Western region. Losses were reported in both
1978 and 1979. One of the main reasons for declining gross profits was the
inability of domestic producers to raise the price of their product to keep
pace with the increasing costs of raw material, labor, and energy. 2/
Producers' prices did rise between January 1978 and March 1980, but the
increase was much less than the rate of increase in the Bureau of Labor
Statistics (BLS) price index for iron and steel, which rose by 26.8 percent in
that period. For example, the largest increase for the four types of nails
examined was in the price of the l6-penny bright common nails, which rose by
19.9 percent, signficantly less than the increase in the BLS producer price
index for iron and steel products. 1In addition, U.S. producers' prices for

the electro-galvanized and green-vinyl sinker nails examined rose much less

1/ Report, pp. A-29-A-33. 26
2/ Report, pp. A-24-A-27.
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than prices for bright and cement-coated nails. Electro-galvanized and

green-vinyl nails accounted for more than 60 percent of total LTFV imports of

]

nails during Commerce's investigation, indicating that price suppression is
particularly evident for these major types of nails imported at LTFV. A
comparison of domestic and import prices for the four types of nails on which
the Commission collected information shows that LTFV imports from Korea
generally undersold U.S.-produced nails for the eight quarters in which
comparable data were available, in one instance by as much as 39 percent.
Overall, the margins of underselling approximated the average LTFV margins,
which ranged from 1.3 percent to 11.5 percent. 1/

The impact of the LTFV imports on the affected industry.--In the

examination of the impact of the LTFV imports on the affected domestic
industry, section 771(7)(C)(iii) directs the Commission to evaluate all
relevant economic factors which have a bearing on the state of the industry.
As mentioned above, the financial experience of Western producers on
their nail operations deteriorated each year during 1977-79. We found other
convincing indicators of material injury to the Western region in the
underutilization of domestic production capacity and in the high level of U.S.
producers' inventories. While capacity rose during 1977-79, utilization of
that capacity declined each year and was consistently lower than the
comparable figures for producers nationwide. 2/ Coupled with this increase in
unused capacity was a rapid increase in inventories that continued into the
first quarter of 1980. By March of that year, Western producers' inventories
had more than doubled in comparison with the level at the end of 1977. As a
share of production, Western region inventories have been higher than national

inventories since 1978. 3/ While declining consumption had some effect on

1/ Report, pp. A-34-A-41, and BLS data. 27
2/ Report, pp. A-17 and A-18.
3/ Report, pp. A-20 and A-21.



producers' falling capacity utilization and growing inventories, nevertheless,
in 1979, the 7 percent ratio of LTFV imports to consumption in the Western
region was a direct cause of material injury to the U.S. industry.

Moreover, the Commission was able to confirm that several U.S. producers
had lost sales to imports from Korea. While it was difficult for most
customers to specifically identify imports from LTFV suppliers, questionnaire
data indicated that the Korean producers selling at LTFV had supplied at least
a portion of the imports in question. 1/

In this investigation, the demonstrated price suppression, sizable
inventory buildup, declining profitability and capacity utilization, confirmed
lost sales, and significant penetration of LTFV imports in the Western region

lead us to the determination that the injury caused by the LTFV imports

is more than inconsequential, immaterial, or unimportant.

Conclusion

On the basis of the foregoing considerations, we conclude that an
industry in the United States is materially injured by reason of imports of
the steel wire nails from Korea which the Commerce Departmenﬁ has determined

are being sold in the United States at less than fair value.

1/ Report, pp. A-43-A-48.
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INFORMATION DEVELOPED IN THE INVESTIGATION

Summary

On May 19, 1980, the U.S. Department of Commerce (Commerce) determined
that certain steel wire nails from Korea are being sold in the United States
at less than fair value (LTFV). Accordingly, effective May 19, 1980, the U.S.
International Trade Commission (Commission) instituted an investigation to
determine whether an industry in the United States is materially injured, or
is threatened with material injury, or the establishment of an industry is
materially retarded by reason of the importation of such merchandise into the
United States. A public hearing was held on July 9 and 10, 1980 in Washington,
D.C. The Commission's vote in the investigation was taken on July 29, 1980,
following a briefing by the staff.

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--(1) large integrated companies that make steel rod, draw it
into wire, and then make nails from the wire, and (2) smaller nonintegrated
firms that make nails from purchased steel rod or wire. The eight known inte-
grated firms accounted. for about two-thirds of total production in 1977.

Apparent U.S. consumption of steel wire nails rose from 739,000 short
tons in 1977 to 759,000 short tons in 1978. Estimated consumption declined by
11 percent in 1979 to 675,000 short tons. Imports from Korea increased from
84,000 short tons in 1977 to 109,000 short tons in 1978, and then declined to
92,000 short tons in 1979. Corresponding import-to-consumption ratios for
imports from Korea rose from 11.4 percent in 1977 to 1l4.4 percent in 1978, and
then declined to 13.6 percent in 1979. 1In 1979, Korea was the largest source
of imports (accounting for 27 percent of the total), followed by Canada (24
percent), and Japan (20 percent).

At least 33 companies in Korea export steel wire nails to the United
States; six were found by Commerce to be selling nails at LTFV. Imports from
five of the six Korean companies which accounted for about * * * percent of
the LTFV sales declined from 51,000 short tons in 1977 to 23,000 short toms in
1979, representing a decrease of 55 percent. Imports from these 5 LTFV pro-
ducers declined from 6.9 percent of U.S. consumption in 1977 to 3.4 percent in
1979. 1Imports into the Western States 1/ from the Korean producers that were
found to be selling at LTFV decreased from an estimated 22,000 tons or * * *
percent of consumption in 1977 to 10,000 tons or 7.1 percent of consumption in
1979. Shipments by western producers * * * from * * * percent of consumption
in the Western States in 1977 to 35.5 percent in 1979.

On the basis of U.S. producers' responses to questionnaires, U.S. pro-
duction and employment rose during 1977-79 while capacity utilization and
profitability declined (table 1).

-

1/ Arizona, California, Colorado, Idaho, Montana, Nevada, Oregon, Utah,
Washington, and Wyoming. A-1
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Table 1.--Steel wire nails: U.S. production, capacity utilization,
employment, and profitability, 1977-79

: : Capacity : Production : Ratio of gross
Year : Production : wutilization ¢+ and related : profit to net

: : (5-day basis) : workers : sales 1/

: 1,000 : : :

: short tons : Percent : : Percent
1977~~~ : 260 : 72 : 1,827 : 8.7
1978~====mmm——m : 285 72 : 1,882 : 8.8
1979—=————mmmm : 285 : 68 : 1,867 : 4.4

.

1/ Those firms producing nails each year, 1977-79.
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Prices of steel wire nails generally rose during 1977-79 and questionnaire
data show that imports from those Korean companies found to have been selling
at LTFV generally undersold U.S.-produced nails.

A-2
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Introduction

- On May 19, 1980, Commerce made a final affirmative determination that
certain steel wire nails provided for in items 646.25 and 646.26 of the Tariff
Schedules of the United States (TSUS) from certain Korean companies are being
sold in the United States at LTFV within the meaning of section 731 of the
Tariff Act of 1930 (19 U.S.C. 1673) (hereinafter the "Tariff Act'). 1/ Notice
of this determination was published in the Federal Register on May 23, 1980
(45 F.R. 34941). 2/ ‘

As a result of Commerce's determination, the Commission instituted
investigation No. 731-TA-26 (Final) effective May 19, 1980, to determine,
pursuant to section 735(b)(1) of the Tariff Act, 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 materially retarded,
by reason of imports of such merchandise. Notice of the institution of the
investigation and of the public hearing to be held in connection therewith was
published in the Federal Register on June 11, 1980 (45 F.R. 39578). 3/ A list
of witnesses appearing at the hearing is presented in appendix D.

The Treasury Department (Treasury) began this investigation on its own
initiative under provisions of the Antidumping Act of 1921 (19 U.S.C. 160) in
conjunction with its administration of the Trigger Price Mechanism (TPM) on
April 20, 1979. Because of a negative Commission determination in a related
antidumping investigation (No. AA1921-189, Certain Steel Wire Nails from
Canada), 4/ Treasury had substantial doubt that an industry in the United
States was being injured, and sent the case to the Commission for a pre-
liminary '"'reasonable indication of injury" determination. On May 23, 1979,
the Commission unanimously determined (Chairman Parker not participating) that
there was a reasonable indication that an industry in the United States was
being or was likely to be injured by reason of the importation of certain
steel wire nails from Korea; thus, the Treasury investigation continued. On
October 26, 1979, Treasury published a notice of "Tentative Determination of
No Sales at Less Than Fair Value and Tentative Discontinuance." Effective
January 1, 1980, provisions of the Trade Agreements Act of 1979 (P.L. 96-39,
93 Stat. 144) repealed the Antidumping Act of 1921, replaced it with Subtitle
B of Title VII of the Tariff Act (hereinafter Title VII), and transferred
administering responsibility from Treasury to Commerce. Accordingly, the
investigation under the Antidumping Act of 1921 was terminated on January 1,
1980, and the investigation continued under the provisions of Title VII.

1/ A copy of Commerce's letter of notification to the Commission is
presented in app. A.

2/ A copy of Commerce's Federal Register notice is presented in app. B.

3/ A copy of the Commission's notice of investigation and hearing is
presented in app. C.

4/ In February 1979, the Commission unanimously determined in investigation
No. AA1921-189 (Commissioner Parker not participating) that an industry in the
United States was not being injured and was not likely to be injured, and was
not prevented from being established, by reason of the importation of certain.
steel wire nails from Canada that were being, or were likely to be, sold at
LTFV within the meaning of the Antidumping Act of 1921. A-3
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Section 735(b)(1) of the Tariff Act requires the Commission to make a
final injury determination where Commerce has made an affirmative final de-
termination 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 LTFV.

Inasmuch as the preliminary Treasury determination was negative and the
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 LTFV determination, or in this case, by August
1, 1980.

The Product

The products included within the scope of this investigation are brads,
nails, spikes, staples, and tacks, of one-piece construction, which are made
of round steel wire and which are (1) less than 1 inch in length and less than
0.065 inch in diameter or (2) 1 inch or more in length and 0.065 inch or more
in diameter, as provided for in items 646.25 and 646.26, respectively, of the
TSUS. A full description of nails, including figures showing a variety of
heads, sizes, and points, is presented in appendix E. An indication of the
variety of nails can be seen in figure 1.

Manufacturing process

Metal nails were originally hand formed on anvils from special iron bars
called nail rods. 1In colonial America, nearly every village contained a forge
and related nailmaking equipment, and nails were often used instead of cur-
rency in transactions 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. The development in France during 1830-40 of
wire nail machines, however, led to the near extinction of the cut-nail in-
dustry. 1In 1875 the first steel wire nails were produced in Covington, Ky.
Wire nails proved so successful that the manufacture of cut nails practically
ceased by 1890.

Technological developments in the steel wire nail industry since that
time include improving the quality of the wire, treating the finished nails
for improved performance in special applications, and increasing the speed and
precision of the basic machinery. Improvements in the basic machinery include
the installation of individual machine motors (early models were belt driven
from one large power source), replacement of inefficient bearings, and develop-
ment of improved central lubrication systems.

In some cases operating rates of rebuilt machines, which incorporated
these technological developments, have nearly doubled. Rebuilt machines can
obtain operating rates as high as 700 revolutions (nails) per minute. 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
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Figure 1.--Types of steel wire nails.

Common nail (flat head, diamond point)

Finishing nail (cupped brad head, diamond

point) - e L e —

Flooring nail (casing head, blunt point)-——-- m

Pinning nail (flat head, needle point) F —

Roofing nail (large fiat head,‘barbed q

shank, diamond point)--- f-gmmm

" :
Scaffold nail (double head, diamond point)--- wm’

Hinge nail (flat countersunk head, chisel

[
point) M
Hinge nail (oval head, chisel point)-——-==——- m

Shade roller pin (projection head, diamond
point)-- WI—P

Dowel pin (headless, barbed shank, diamond

poiat)

Pallet nail (flat head, screw shank,
diamond point)—-- =ees SSSS SIS S

Drywall nail (sinker head, ring shank,
needle point)---- e

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 non-standard gage), or points according to customey s
order.
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cost of a complete rebuild is approximately two-thirds that of purchasing a
new machine.

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 auto-
matic 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 dis-
tinct 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.

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 de-
sired 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 adjustable 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.

A-6
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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 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 fin-
ished 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 this 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 col-
lected during their manufacture. The cover of the tumbler
has perforations 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.

Nail finishes

Various coatings are applied to nails to improve their holding ability,
or to prevent rust and corrosion, or both. These coating techniques include:
electro-galvanizing, hot-galvanizing, cement-coating, and green-vinyl coating.
Electro-galvanizing is a process in which a pure coating of zinc of controlled
thickness is applied to nails. In the hot-galvanized process nails are coated
by dipping them in zinc, resulting in a thicker coating of zinc and a superior
product which has greater resistance to rust and corrosion. 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 slightly,
thereby forming a bond with the wood. Green-vinyl nails are coated by immers-
ing or tumbling chemically cleaned and dried nails in a thermoplastic material,
PVC lacquer. This coating makes the nails easier to drive and, according to
some sources, promotes greater adherence to the wood.
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The hot-galvanized and cement-coated nails are produced extensively in
the United States. The green-vinyl and electro-galvanized nails were not pro-
duced in commercial quantities in this country until 1979. According to infor-
mation received on the questionnaires, approximately 38 percent and 33 percent
of the nail imports from Korea in 1978 and 1979, respectively, were electro-
galvanized. 1In 1979, 1.1 percent of the nails produced in the United States
were electro-galvanized. According to a spokesman for Armco, Inc., regulations
of the Environmental Protection Agency concerning the disposal of cyanide used
in the electro-galvanizing process make the production of electro-galvanized
nails not cost-effective in the United States. 1/ It has been reported that a
new production process has been developed which precludes the use of cyanide.
However, the cost of this process is also too high to make nails competitive
with hot-galvanized nails on the basis of price. 2/

Although the hot-galvanized and electro-galvanized nails are often used
interchangeably, there are instances in which one nail is preferred over the
other. In the course of this investigation the staff discussed the differences
in use between hot-galvanized and electro-galvanized nails with several nail
customers. It was generally agreed that the hot-galvanizing process produced
a better nail, offering greater resistance to corrosion, when the nail is
directly exposed to the elements. One source also indicated that the hot-
galvanized nail drives better in the dry wood in his area of * * *., There
were indications, however, that there are situations in which the greater
corrosion resistance of the higher quality nail is not required and that the
less expensive electro-galvanized nail would be just as satisfactory. One
customer noted, for example, that since roofing nails are often covered by
overlapping shingles, less corrosion protection is necessary; in this instance, the
electro-galvanized nail performs as well as the hot-galvanized. 1In addition,
there are indications that since the electro-galvanized nails are smoother,
they are less rough on the hands. Several firms indicated that they carry
both nails to satisfy the individual preferences of their customers.

Green-vinyl nails have only been in production since about 1975, when the
nail was developed by Air Nail Corp. in Los Angeles. 3/ They quickly became
popular on the west coast, taking a significant share of the market away from
other coated nails. These nails are used extensively in home construction and
are now reported to be the predominant nail used for this purpose in the West.
These nails are imported in large quantities from Korea, partly because until
late 1978 there was little U.S. production of this product. Use of green-
vinyl nails is presently concentrated on the west coast, however, it is antici-
pated that demand for these nails in other areas in the United States will
increase significantly. Two new producers have recently begun production of
green-vinyl nails on the west coast. These producers reportedly have the
capacity to meet demand. 4/ Production of cement-coated nails by western pro-

1/ See transcript p. 65.

2/ Based on information contained in the pre-hearing statement made by
Freeman, Meade, Wasserman, and Schneider on behalf of Armco, Inc. and CF & I
Steel, p. 23.

3/ Based on information provided in the pre-hearing statement submitted on
behalf of the Korean Metal Industry Cooperative, May 1980.

4/ Based on testimony by Mr. Abe Sacks at a hearing before the Commission on
July 9, 1980.

A-8



A-9

ducers rose from 1977 to 1978 and dropped sharply in 1979, when one producer
discontinued manufacturing them. This decline in cement-coated production
coincides with the increased supply of domestically produced green-vinyl nails
in the area.

U.S. Tariff Treatment

Imports of steel wire nails are classifiable under three TSUS items, de-
pending primarily on size. The nails under consideration in this investigation
enter under items 646.25 and 646.26. These two items account for the bulk of
the steel wire nails imported into the United States.

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. Round wire nails of 1
inch or more in length and 0.065 inch or more in diameter are dutiable under
item 646.26. The most-favored-nation rate of duty (column 1) for these two
items is 0.5 percent ad valorem. The column 2 rates of duty for these two
items are 2 percent ad valorem and 3.5 percent ad valorem, respectively.

Steel wire nails that do not meet the size restrictions mentioned above
for items 646.25 and 646.26 (e.g., nails less than 1 inch in length and 0.065
inch or more in diameter), enter under item 646.30. These nails are not
included within the scope of this investigation.

The rate of duty for item 646.25 was 0.5 cents a pound from January 1,
1948 to December 31, 1979. The rate of duty for item 646.26 was 0.l cents per
pound from January 1, 1971 to December 31, 1979. The present rates of duty
for these two items were established during the Tokyo round of trade negotia-
tions and became effective January 1, 1980. These rates are not scheduled to
be staged any lower at the present time. Steel wire nails classified in items
646.25 and 646.26 are not eligible articles for purposes of duty-free treat-
ment under the Generalized System of Preferences.

The TPM and Treasury's Steel Wire Nail Investigation

On December 6, 1977, the President approved implementation by Treasury of
a TPM to monitor 1mport prices of steel mill products. 1/ Production costs of
steel mill products in Japan, deemed to be the most efficient producer in the
world, formed the basis of the trigger prices. Imports priced below trigger
prices were considered potential sales at LTFV. If substantial quantities of
steel mill products entered the United States below the applicable trigger
price, an antidumping investigation could be "triggered" by Treasury on its
own motion.

Treasury's trigger price investigation of U.S. imports of certain steel
wire nails from 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, Treasury

1/ The TPM was suspended in March 1980 in response to the filing of
antidumping petitions by U.S. Steel Corp. relating to certain carbon stee™?
products from European countries.
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determined that 22 of these Korean companies shipped quantities of steel wire
nails below the applicable trigger prices. Accordingly, on April 20, 1979,
Treasury initiated an antidumping investigation on its own accord, excluding
the 11 companies not found to be selling below trigger price.

Nature and Extent of Sales at LTFV

The Commerce investigation of U.S. imports of certain steel wire nails
from 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 U.S. imports during the
period of investigation. Fair-value comparisons were made on approximately 64
percent (by value) of all nails shipped from Korea to the United States during
the period of investigation. As a result of these comparisons, 2 companies
were found to have no margins and 4 companies had de minimis margins; these
companies were excluded from the scope of Commerce's determination. Six com-
panies were found to be selling below fair value as follows: Kankoku Nittei,
Kankoku Nitto, Korea Murata, Korea Nippon Seisen, Kuk Dong, and Murakami Kogyo
(table 2).

Table 2.--Certain steel wire nails: Exports to the United States by 12
Korean manufacturers, Dec. 1, 1978-Mar. 31, 1979

: : : : : Percent: : Weighted
Ma _ ¢ Net :Net value : Percent : Sales : of : Range : average
nufac ;
turer ¢ value : of sales :0f sales : at. ¢ sales : of _ ¢ margin of
tof sales: compared :compared : margin : at ¢ margin: all sales
s : : : ¢ margin : ¢ compared
s : : : 1,000 : : :
: --1,000 dollars-- : :dollars ¢ =====——- Percent———==—=—=
Kankoku : : : : : : ¢
Nittei---: *kk o *kk o 79 : *kk g *%% ¢ 0-19 : 5.5
Kankoku : : s H : s :
Nitto—-—=--: *k% g *kk g 97 : *kk g *%% :0.1-20 : 11.5
Korea s H : H : : :
Murata---: *kk g *kdk g 86 : *kE 3 *%% ;. 0-28 11.1
Korea : : 3 : : : :
Nippon : : : : : : :
Seisen---: *kk o *kk g 94 *h%k g *%% 3 4-13 10.5
Kuk Dong---: *kk g *k¥ g 100 : *kk 3 *%%k ;. 0-31 : 1.3
Murakami : : : : : : :
Kogyo———-: = *%%% . Fhdk g 99 : *hk g *%% ;. 0-32 : 5.7
Other 1/ : 6,297 : 5,258 ¢ 84 : 2/ s 2/ ¢ 0-23 2/
Total--: 13,033 : 11,427 : 88 : 2/ '+ 2/ '+ 0-32: 2/

1/ six manufacturers excluded from the scope of the less than fair value
determination.
2/ Not available.

Source: Derived from confidential and non-confidential files of the U.S.
Department of Commerce. A-10
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Commerce has determined that some of the 11 firms originally excluded
from the investigation are trading companies which would 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. In
addition, other Korean manufactures that exported to the United States during
May 1978-March 1979 would also be subject to any antidumping order
resulting from this proceeding. Those Korean nail manufacturers not exporting
to the United States, either directly or indirectly, during May 1978-

March 1979 are excluded.

The U.S. Market

Steel wire nails produced in the United States are gemerally sold first
to distributors and then to wholesalers and retailers, which, in turn, sell
them to the ultimate consumer. Nails imported from most foreign sources are
initially sold to sales agents and distributors before following the same dis-
tribution 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 (table 3).

Table 3.--Estimated shares of U.S. producers' total shipments, by distances
shipped, 1977

(In percent)

. . : : Cumulative
Distance shipped . Share . share

Less than 100 miles : 20 20
100-299 miles : 31 : 51
300-499 miles : 28 : 79
500-999 miles : 18 97
1,000 miles or 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 panel-
ing). 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, and other containers) and in the furni-
ture manufacturing market. Imported and domestically produced nails of a
specific type are generally fungible, and few end users are aware of the
country in which the nails were manufactured.

Within the building construction and industrial segments of the nail in-
dustry, a new and more efficient method of applying nails has been developed
in which nails are shot from pneumatic nailing guns at rates of up to 150 A-11
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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 additional cost of col-
lating 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. No
collated nails were entered from Korea during the period of the Commerce
investigation and no allegations of injury have been made by U.S. nail
collators.

Domestic and imported steel wire nails are usually shipped by truck or
rail in lots of about 40,000 pounds. 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 respon-
sibility of the purchaser, although a producer will sometimes absorb a part of
the transportation costs when competing with another nail producer which is
closer to the customer. Most domestic and foreign nail producers offer the
same financial terms to their customers, i.e., a 2-percent discount within 10
days or net 60 days.

The Domestic Industry

The U.S. steel wire nail industry consists of two general groups of pro-
ducers (1) large integrated steel-producing firms that manufacture steel wire
rod, draw it into wire, 1/ and then make nails from the wire, and (2) 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. -In 1977, the inte-
grated firms accounted for an estimated two~thirds of total production. In
1977 the major producers and their share of production as reported in question-
naires 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). These figures are not presented for 1979 because * * * did not
respond to the questionnaire. It is believed that since 1977 the share of
production accounted for by the integrated producers has declined. Until
recently, production facilities were located primarily in the Northeastern and
North Central States; since 1977 new plants have opened in the South and West.

In general, integrated steel manufacturers produce other products which
are more profitable than nails. Nonintegrated producers consider nailmaking 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.
A-12
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Nine steel wire nail production facilities have been established or expanded
since 1976 (table 4). Three of these are located in the Western States. Plant
closings since 1976 include American Nail Co. located in Earth City, Mo. which
shut down in the spring of 1980, and U.S. Steel, which closed its Pittsburg,

Calif., Joliet, I1l., and Birmingham, Ala. plants in 1979-80.

In addition,

Queen Wire and Nail, Inc. and Penn-Dixie Steel Corp. filed for bankruptcy in

1980. -

Table 4.--Steel wire nails: New or eéxpanded production facilities

since 1976
Name of firm : Location : Date of
: ¢ production
Virginia Wire & Fabric Co : Warrenton, Va. : 1976
New York Wire Mills, Inc : Tonawanda, N.Y. : 1977
Queen Wire & Nail, Inc ¢ Buffalo, N.Y. 1/ : 1977
Tree Island Steel Co : Carson, Calif. : 1979
American Nail Co ¢ Schenectady, N.Y. : 1980
Florida Wire & Nail Co ¢ Quincy, Fla. : 1979
Davis Walker Corp : Kent, Wash. : 1979
Air Nail Corp : Los Angeles, Calif.: 1979
Davis Walker Corp : New Orleans, La. : 1980

1/ Moved to Columbia, S.C. in 1979. Filed for bankruptcy in March 1980.

Source: Compiled from data provided by U.S. producers.

The Korean Industry

The Korean steel wire nail industry consists of more than 25 small
Korean-owned nonintegrated companies and 5 large, modern, Japanese-founded
companies. The Korean-owned facilities operate what U.S. importers consider
to be third-rate nail machines and produce nails which these importers

characterize as no more than "adequate."

Problems one U.S. importer has

encountered in 1979 with nails produced by Korean-owned companies resulted in
$180,000 in claims against nine of these Korean producers for rusty nails,

faulty specifications, short shipments, and goods not shipped.

Only one of

these Korean-owned nail manufacturers, Kuk Dong, has been found to have sales

at LTFV.

The five Japanese-founded steel wire nail production facilities were
established in the Masan Free Trade Zone in Korea in February-April 1973.
These mills generally used Japanese wire rod, Japanese machinery, and Korean
labor under Japanese supervision. Virtually all of the Korean production in

the Free Trade Zone is produced for export.

The Japanese can produce nails in Korea more efficiently than in Japan

because:

1. Wages in Korea are lower;

A-13



A-14

2. The Japanese in Korea are not bound by the Japanese
practice of hiring a worker for life. Instead, the
Japanese in Korea can hire and fire workers as the
market requires;

3. Until recently the Korean Government offered the
Japanese investors attractive tax incentives to
establish production facilities in the Masan Free
Trade Zone.

The five Masan companies represent a total investment in buildings, equipment,
inventories, etc., of more than $7 million and have the capacity to produce
about 70,000 short tons of nails a year (table 5).

Table 5.--Steel wire nails: Capacity, investment, and employment of
manufacturers located in Korea's Masan Free Trade Zone, 1978

Maufacturer ; Capacity ; invZ:E:int QCazzgaiq$?;;:;il ; Employment

¢t Tons per : : s

: year P mmm————— 1,000 dollarg==—===—- :

Japanese owned: : : : :
Kankoku Nitto—=———-—-— : 13,200 : 920 : 632 : 55

Korea Nippon : : : :
Seisen————===———- : 3,960 : 440 281 : 40

Korean owned: 1/ : : : :
Korea Murata=————=—-— : 19,800 : 1,900 : 1,304 : 109
Murakami Kogyo—---- : 13,200 : 1,400 : 652 : 150
Kankoku Nittei----- : 19,800 : 2,610 : 1,304 : 100
Total=—==——m—e—e=- : 69,960 : 7,270 : 4,173 : 454

1/ Sold by Japanese concerns to Korean concerns in early 1980.

Source: Conditions of Competition in the Western U.S. Steel Market Between
Certain Domestic and Foreign Steel Products . . . , USITC publication 1004,
September 1979, p. C-47.

All of the Masan companies have been found to be selling at LTFV. In
early 1980, three of the Masan companies were sold to Korean concerns. Accor-
ding to counsel for the Masan companies these firms were sold because tax
incentives in the Masan Free Trade Zone are no longer available to the
Japanese firms. The new Korean owners are free to buy rod from the cheapest
source regardless of producer or country of origin. Under Japanese ownership,
these Masan producers were obliged to purchase rod from a related Japanese
parent company at allegedly premium prices. Nails produced by the Japanese-
founded companies in Korea are reputed to be among the best in the world.

The Devaluation of the Korean Won

In January 1980 the Korean Government devalued the won by 16.55 percent.

This event should result in an improved competitive position for Korean nails
A-14
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in the U.S. market, although the amount of improvement or its timing cannot be
determined immediately. Theoretically, exports of nails from Korea worth
1,000 won,. which could be purchased for $2.07 in December 1979, could be
purchased for $1.73 in January 1980. However, given the conditions that
prevail in the Korean market concerning the terms of contracts, including
their length and currency of denomination, there may be considerable delay in
the devaluation's effect on export prices. In addition, the devaluation's
effect on Korean export prices will be significantly influenced by the in-
creased costs of imported inputs, such as energy, raw materials, and inter-
mediate goods. To the extent that a Korean producer uses imported inputs,
such as wire rod from Japan, production costs will increase significantly
relative to a Korean producer that uses Korean inputs, especially inputs with
a high proportion of domestic value added.

U.S. Importers

There are great differences in the variety and scope of operations of
companies that import nails into the United States. Some are manufacturers
and exporters; some are trading companies; and others are building supply
distributors that do some of their own importing. Twelve importers accounted
for more than 70 percent of the total imports from Korea during 1979. These
importers are concentrated on the west coast and in New York. Most of the
nails from the Masan companies were sold to trading companies located in
Korea; few nails were sold directly to U.S. importers.

Consideration of Material Injury or Threat Thereof

To obtain statistical data for this section of the report, the Commission
sent questionnaires to all known U.S. nail producers and to all significant
importers of nails from Korea. In 1978, the U.S. producers 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 production of the steel wire nails as
follows:

Quantit
Period (1,000 short tons)
1977 260
1978 285
1979 285
January-March--
1979 . 73
1980 63

1/ Commerce data do not include shipments by firms that do not draw their
own wire. A-15
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These data show that production rose by 10 percent from 1977 to 1978 and
remained constant in 1979. U.S. nail production fell from 73,000 short tons
in January-March 1979 to 63,000 short tons in the corresponding period in
1980, representing a decrease of 14 percent.

In 1977, five integrated U.S. nail producers accounted for 80 percent of
this production; in 1979 the share of production held by these integrated
producers dropped to 67 percent. The share of production held by non-inte-
grated companies is increasing because they are expanding their capacity by
opening new facilities. The integrated companies generally are not expanding
nail operations.

Production in the Western States * * * from * * ¥ tons in 1977 to 60,000
tons in 1979, representing * * * of * * * percent. Production decreased by 15
percent between January-March 1979 and the corresponding period in 1980, as
shown in the following tabulation:

Quantity

Period (1,000 short tons)
1977 * % %
1978 * % %
1979 60
January-March--

1979 . 14

1980 12

Of the nails found to have been sold at LTFV during December 1978-March
1979, 53 percent were electro-galvanized nails, 15 percent were bright nails,
10.2 percent were phosphate-coated nails, and 10 percent were vinyl-coated
nails. Of the nails produced in the United States in 1979, 1/ 44 percent were
bright nails, 25 percent were hot-galvanized, and 21 were cement coated, as
shown in the following tabulation:

(In percent)

. : . : 1979 vu.s.
Type of nail . LTFV nails . production
Electro-galvanized : 52.8 : 1.1
Bright : 14.8 : 44.3
Phosphate coated : 10.2 1/
Vinyl coated : 10.1 : 1/
Cement coated s 8.8 : - 20.9
Hot-dipped galvanized : 1.5 : 25.1
Blued : 1.4 ¢ 1/
Other : 0.4 : — 8.5
Total : 100.0 : 100.0

1/ Included in “"other."

Note: Because of rounding, figures may not add to the totals shown.

1/ As reported by questionnaire respondents.
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Utilization of productive facilities

It is difficult to determine U.S. productive capacity because output
depends upon the type of nail produced. Glader Nail King machine number
71-2-1/2, for example, 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 downtime only for
maintenance and repair. Producers of both nails and nail machines indicated,
however, that efficient utilization can be achieved by operating at this rate
for 5, 6, or 7 days a week. Accordingly, the capacity data are presented on
5-day and 7-day bases for comparison (table 6). Data for the 5-day operating
basis which was closer to norm in 1979 show a slight increase in capacity
utilization between 1977 and 1978. The ratio of production to capacity
declined from 1978 to 1979 because production did not increase while capacity
rose by 6 percent.

Table 6.--Steel wire nails: U.S. producers' 1/ productive capacity and ratio
of production to capacity, by 5-day and 7-day bases of operation, 1977-79

5-day operating basis 7-day operating basis

Year : : Ratio of : : Ratio of
¢ Capacity :production to: Capacity :production to
: : capacity : : capacity
: 1,000 : : 1,000 :
: short tons : Percent : short tons : Percent
1977 : 361 : 72 : 506 : 51
1978 : 394 : 72 : 552 : 52
1979- : 419 68 : 586 : 49

1/ Questionnaire respondents.

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

In the Western States production capacity * * * by * % % percent during
1977-79. Capacity utilization * * * , however, * * ¥ g * % % percent * * * in
* % % (table 7). With the closure of the U.S. Steel plant in Pittsburg,
Calif. in May 1980 the ratio of production to capacity will increase.

A-17
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Table 7.--Steel wire nails: Western U.S. producers' productive capacity and
ratio of production to capacity, by 5-day and 7-day bases of operation,
1977-79

5-day operating basis 7-day operating basis

Year : ¢ Ratio of : ¢ Ratio of
: Capacity :production to: Capacity :production to
: ¢. capacity t capacity
: 1,000 : : 1,000 :
¢ short tons : Percent ¢ short tons @ Percent
1977- ; Fedkek ; Fekk ; Fedek ; dkkk
1978 : 90 : *kk g 126 : Fdedk
1979~ : 109 : 55 : 152 : 39
t

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

o questionnaires of the

U.S. producers' shipments and exports

Data on U.S. producers' shipments of steel wire nails and staples are
maintained by Commerce on a yearly basis, however, Commerce limits its data
collection to steel works and wiredrawing establishments. Data for firms that
make nails from purchased steel wire--called "fabricators'--are not included
and, as a result, shipment totals are understated. Commerce did collect data
from such fabricators in its 1977 Census of Manufactures and in that year, pre-
liminary data show that steel works and wiredrawing establishments accounted
for approximately 85 percent of the total quantity of shipments.

Shipments of steel wire nails (including exports) exhibited strong
cyclical fluctuations during the ll-year period, 1968-78, as shown in figure
2. From 1975 to 1978, total shipments by nail producers which draw their own
wire increased by more than 19 percent. Commerce data for 1979 are not
available. According to Commission estimates based on questionnaire
responses, U.S. producers' shipments declined by about 3 percent between 1978
and 1979 to 345,000 tons. From 1968 to 1978 exports generally rose, increasing
irregularly from 1.6 percent of shipments in 1968 to 6.8 percent of shipments
in 1978. From 1978 to 1979 exports decreased by 58 percent. 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 table 8.

A-18
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Figure 2.--Steel wire nails: Apparent U.S. consumption, U.S. pro-
ducers' shipments, and exports, 1968-79.
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Table 8.—Steel wire nails: U.S. producers' shipments and exports, 1968-79

fShipments (including exports)’ Exports
Year ; . : : Unit ; . : ¢ Unit
. Quantity . Value : value & Quantity . Value . value
: s ¢ Cents : ¢ Cents
: 1,000 ¢ 1,000 : per : 1,000 : 1,000 : per
¢ short tons: dollars : pound :short tons: dollars : pound
1968 : 424 : 99,153 : 11.7 : 7: 5,681 : 40.7
1969 : 344 = 91,117 ¢ 13.3 : 9 : 6,880 : 39.6
1970 : 336 ¢+ 92,662 : 13.8 : 7 : 6,292 : 45.2
1971 : 385 ¢ 114,081 : 14.8 : 7 : 5,725 : 38.8
1972 : 433 : 133,840 : 15.4 : 8 : 7,113 : 42.9
1973 : 445 : 189,561 : 21.3 : 12 ¢ 10,512 : 45.4
1974 : 402 : 229,645 : 28.6 : 15 ¢ 13,771 : 46.5
1975 : 297 : 164,949 : 27.7 : 11 ¢ 10,839 : 52.6
1976 : 349 : 203,947 ¢+ 29.2 : 14 : 13,676 : 51.6
1977 : 354 ¢ 212,537 : 30.0 : 13 ¢+ 12,897 : 53.1
1978 H 355 ¢ 225,651 : 31.8 : 24 ¢ 23,911 : 49.4
1979 : 1/ 348 : 2/ : 2/ 10 ¢ 26,014 : 126.0

.

1/ Estimated by the U.S. International Trade Commission.
2/ Not available.

Source: Compiled from official statistics of the U.S. Department of
Commerce.

U.S. shipments by the producers in the Western States to customers in
those states * * * from * * * short tons in 1977 to 50,000 short tons in 1979,
representing * * * of * * * percent. Shipments declined to.10,000 tomns in
January-March 1980 in comparison with 12,000 tons in the corresponding
period of 1979, as shown in the following tabulation:

1,000 short toms

1977 dedede
1978 Fkk
1979 50
January-March--
1979 12
1980 ——- 10

Inventories

Inventories of steel wire nails are maintained by most producers in order
to be assured of a sufficient supply to fill orders. Such inventories
remained relatively stable in relation to production during 1977-79, but rose
significantly in January-March 1980, as shown in table 9.

A-20
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Table 9.--Steel wire nails: U.S. producers' 1/ end-of-period inventories,
1977-79, January-March 1979, and January-March 1980

Period : ?roducerg' § iﬁszazogges
inventories .
: : to production

: : 1,000 short tons : Percent
1977 -—-—-——mmmm e : 36 : 13.8
1978 ———-———=mmmmmm - : 36 ¢ 12.6
1979-——=——mmm e e : 40 : 14.0

January-March-- : :

1979 : 40 2/ 13.7
1980 - : 4h 2/ 17.5

1/ Questionnaire respondents. 2/ On the basis of annualized production.

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

Inventories held by producers in the Western States, as shown in the following
table * * * from * * * percent of production in 1977 to 19.8 percent in

January-March 1980 (table 10).

Table 10.-—Steel wire nails: Western U.S. producers' end-of-period
inventories, 1977-79, January-March 1979, and January-March 1980

Peri : Producers' :Ratio of inventories
eriod . . .
: inventories : to production
: Short tonms : Percent

1977 e e e e e : *kk o Kk
1978- e : Tk ek
1979~ e : 9,118 : 15.2
January-March-—- : :

1979 —————— e e e m —-—— 7,648 : 1/ 13.7

1980 - : 9,512 : 1/ 19.8

1/ On the basis of annualized production.

U.S. consumption

According to Commerce data, apparent U.S. consumption of steel wire nails
(U.S. producers' domestic shipments plus imports for consumption) fell
dramatically during the 1975 recession. Consumption then increased steadily
to 759,000 short tons in 1978. The value of consumption was an estimated $413
million in 1978. While 1979 Commerce data are not available, parties to the
investigation have prepared three estimates of domestic nail consumption for
1979. These estimates ranged from 636,000 short tons to 688,000 short tons.

The Commission, taking into consideration fluctuations in U.S. housing startdh21
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and extrapolating from questionnaire data, estimates that U.S. nail
consumption in 1979 was approximately 675,000 short tons. In this report, the
Commission's estimate will be used where applicable. Using the Commission's
estimate, consumption in 1979 was 11 percent lower than in 1978, as shown in
the following tabulation:

1,000 short tons

1973 762
1974 - 727
1975 497
1976 - 676
1977 739
1978 759
1979 1/ 675

1/ Estimated.

Apparent consumption in the Western States, which accounted for more than
20 percent of U.S. consumption in 1979, * * * from * * * short tons in 1977 to
141,000 short tons in 1979, representing * * * of * % % percent. Consumption
remained constant in January-March 1980 when compared with consumption in the
corresponding period in 1979, as shown in the following tabulation:

1,000 short tons

1977-- *kk
1978 Fekeke
1979 141
January-March—
1979 32
1980 32

Employment

Employment in the U.S. nail industry, as reported by questionnaire
respondents, increased from 1,827 production and related workers in 1977 to
1,882 in 1978, and then fell to 1,867 in 1979. A summary of the employment
data reported to the Commission is presented in table 11.

A-22
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Table 11.-~Average number of production and related workers engaged in the
manufacture of steel wire nails, hours worked by such workers, and output
per hour, 1977-79

H : Hours :
: Production : worked by : Output
Year : and related : production : per

: workers : and related : hour

: : workers :

: : : Pounds

: ¢ 1,000 hours : per hour
1977 R : 1,827 : 3,671 : 142
1978-———————— e e e : 1,882 : 3,820 : 149
1979 1,867 : 3,664 : 156

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. Firms responding to questionnaires
accounted for 80 percent of industry total.

As shown in table 11, productivity increased from 142 pounds per hour in 1977
to 156 pounds per hour in 1979, representing an increase of 10 percent.

Employment in the Western States, as shown in table 12, * * * from * * *
workers in 1977 to 282 in 1979, representing * * % of * * * percent. 1In
addition, output per hour * * * by * * * percent, from * * * pounds per hour
in 1977 to 203 pounds per hour in 1979. Productivity in the Western States
was * *¥ % percent * % *, during 1977-79, than that for all of the domestic

producers. Tree Island Steel Co. reported that during January-May 1980 the
number of persons engaged in its nail operations averaged * * * employees,
* % % an average of * * * employees in 1979.

Table 12.--Average number of production and related workers engaged in the
manufacture of steel wire nails in the Western States, hours worked by such
workers, and output per hour, 1977-79

: Production ¢ Hours worked by : Output
Period : and : production and : or Eour
: related workers : related workers : P
: : 1,000 hours ¢ Pounds per hour
1977 == mmmmmmmmmm e e oo : Tk LR ek
1978~ —— H ko ko Fokek
1979 —————=—mmmm - 282 : 586 : 203

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

A-23
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Financial experience of U.S. producers

‘The Commission mailed a total of 50 questionnaires to producers of steel
wire nails requesting selected financial information. Usable data were
received from 16 domestic producers, accounting for approximately 40 percent
of total U.S. sales of steel wire nails in 1978.

Out of the 16 respondents, 4 producers are located in the Western
region. Two of the 4 producers started their nail operations in 1979. Of the
remaining 12 producers located outside the Western region, one respondent,

% % % gtarted its nail operation in * * %, TFew producers keep complete
accounting records on a product-line basis. In additiom, * * * provided only
standard cost data adjusted for the effects of volume, wage rates, commercial
raw material prices, and price of purchased products and services, not actual
product costs. Consequently, the data submitted by the firms on steel wire
nails are the best estimates compiled by using various arbitrary allocation
methods and, therefore, are limited in their use as a measure of profitability.

As set forth in the table 13, total net sales of steel wire nails * * *
from $142 million in 1977 to * * * million in 1979, or by * * * percent.
Total net sales of Western producers and non-Western producers * * * by * * *
percent and * * * percent, respectively. The increase in sales was primarily
due to an increase in the average unit value coupled with an increase in
volume of sales.

Total gross profits of Western producers operating during 1977-79 * * *
from * * * in 1977 to * * * million in 1979. The ratio of gross profits to
net sales showed a similar * * * from * * * percent in 1977 to * * * percent

in 1979. * % %,

Aggregate gross profits of non-Western producers operating during 1977-79
also * * * percent from * * * million in 1977 to * * * million in 1979. The
gross operating margin similarly * * * from * * * percent in 1977 and * * *
percent in 1978 to * * * percent in 1979. * * *_, {U.S. Steel's Joliet Works
and Fairfield Works discontinued nail production in October 1979 and January
1980, respectively.

The total aggregate gross margin for all U.S. producers operating during
1977-79 fell in 1979 to 4.4 percent from more than 8 percent in 1977 and 1978
(table 13). * * *, As shown in table 14, the average gross operating margins
for miscellaneous fabricated wire products, increased during 1977-79 and was
* % * than the margin for nail operations, * * *,

A-24
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The primary reason for the declining gross profit was that the increase
in average sales price did not keep pace with the increasing costs of
production. Raw material costs increased significantly during the period.
Labor costs and energy costs also increased each year. Three producers, not
located in Western region, submitted data for January-May 1980 and each
reported ¥ * * each month during January-May. Further, some producers alleged
that their financial position continued to decline in 1980 as demand for nails
slackened because of the housing recession, and rising costs of production
continued to increase faster than prices.

According to information published by the Bureau of Labor Statistics
(BLS), the cost of 8-penny bright nails kept pace with the increasing cost of
the wire rod. 1In 1978, as shown in.table 15, wire rod costs increased faster
than the price of the bright nail. By 1980, however, the price increases in
nails matched the wire rod price increases. Commission data on U.S.
producers' prices for l6-penny bright common nails and 16-penny cement-coated
countersunk nails show the same increases as the BLS index on 8-penny bright
common nails. The Commission's data on prices for electro-galvanized roofing
nails and green-vinyl sinkers, however, showed a much smaller price increase.

Table 15.--U.S. producers price indexes for wire rod and 8-penny bright
common nails, by quarters, January 1977-March 1980

(January-March 1977=100)

Period : Wire rod : 84 brlghg
: : common nails

1977: : s

January-March - : 100.0 : 100.0

April-June : 100.0 : 104.6

July-September : 105.3 106.1

October-December : 105.3 : 106.1
1978: : :

January-March : 109.5 : 106.9

April-June -—= : 109.9 : 108.0

July-September : 111.8 109.7

Oc tober~December -—= -- : 117.3 111.8
1979: : :

January-March : 110.8 : 111.8

April-June —-— - : 120.0 : 119.1

July-September—- -—= -—: 121.9 : 119.7

October-December———===-=——————————————— : 121.5 125.4
1980: : :

January-March-————=——===—=————=—————— : 127.1 : 127.8

oo

Source: Bureau of Labor Statistics.

Research and development, and capital expenditures

Most research and development in the steel wire nail industry is involved
with improving machine efficiency. Firms which have programs for replacing.or
upgrading machines tend to have few expenditures for research and development.
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Research and development expenses associated with the production of steel wire
nails in 1977-79 were negligible, as shown in the following tabulation. Al-
most all such expenses were incurred by two firms. Most of the research and
development expenses were reported by * % *, which * % %,

Capital expenditures, as reported by 14 firms more than doubled from $3.6
million in 1977 to $7.6 million in 1978, and decreased to $6.7 million in
1979. Of the total capital expenditures, more than 80 percent in 1977-78 and
65 percent in 1979 were incurred by firms which began production during this
period, as shown in the following tabulation:

(In thousands of dollars)

Item ©1977 0 1978 1979

Research and development expenses: : : :
Firms in operation during 1977-79 : *kk s *kk o ¥k
Firms which started operation during 1977-79---——: *kk g *kk 3 *k
Total : *k% 3 IR Fkk

Capital expenditures: : : :
Firms in operation during 1977-79 : *ik g *kk o *kk
Firms which started operation during 1977-79---—: *ddk g *dk g Fkk
Total : 3,604 : 7,618 : 6,666

‘ An indication of capital expenditures made by the entire domestic steel
wire nail industry can be seen in the number of new nail machines purchased.
For a new operation, nail machines, which cost about $40,000 apiece, are
estimated to account for about 30 percent of the total required investment.
Most of the new machinery was purchased by nonintegrated producers. The
following tabulation presents total U.S. sales of nail machines by Wafios
Machinery Corp., believed to be the only current supplier of such machines.

Quantity
1975 Fedek
1976 dkedk
1977 ok
1978 Kk
1979 Sk

The nail industry also has been indirectly affected by the large capital
expenditures required of all steelmaking companies in complying with
Environmental Protection Agency regulations; and some occupational safety and
health costs (primarily noise control) have been incurred. According to
industry officials, complying with environmental regulations has had a
substantial negative impact on the industry's competitive position because the
required investments have taken capital that could have been used for
modernization and expansion. A-28
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Consideration of the Causal Relationship Between LTFV
Imports and Alleged Injury

U.S. imports and market penetration

U.S. imports of steel wire nails come primarily from four countries:
Korea, Canada, Japan, and Poland. Total imports increased from 328,000 short
tons in 1973 to 340,000 tons in 1974, and decreased to 210,000 tons in 1975.
Since the 1975 recession, imports increased to 340,000 tons in 1976, 398,000
tons in 1977, and 428,000 tons in 1978. Imports decreased in 1979 to 337 000
tons, or by 21 percent when compared with the 1978 level. During 1973—79,
Japan's share of total imports decreased from 52 percent to 20 percent.

Imports from Korea increased dramatically durlng 1973 -78, rising from
1 500 tons, or less than 0.5 percent of imports in 1973, to 109,000 tons, or
25 percent of imports, in 1978. In 1979 imports from Korea decreased to
92,000 tons, representing 27 percent of total imports. Imports from Korea
decreased a further 20 percent during January-March 1980 when compared with
the corresponding period in 1979.

It is believed that Korea's increasing share and Japan's declining share
of imports can be partly explained by a shift in Japanese-owned productive
facilities from Japan to a free-trade zone in Korea. The combined share of
imports from Korea and Japan has been more stable than that of either country
individually. Imports from these two countries increased from 51 percent to
58 percent of total imports between 1974 and 1977 and decreased to 51 percent
in 1978 and to 47 percent in 1979 (table 16).

Imports of nails from the five Masan companies to the United States,
according to information supplied by counsel for the Korean producers,
declined from 51,000 tons in 1977 to 23,000 tons in 1979, representing a
decrease of 55 percent. As a share of total imports from Korea, imports from
the five Masan companies declined from 61 percent in 1977 to 25 percent in
1979 (table 17). No information is available from counsel concerning imports
from Kuk Dong, the sixth company found to be selling at LTFV and which
accounted for * % % percent of LTFV sales.

Data collected from importers of nails from Korea indicate that imports
from those companies not excluded from the investigation, a large share of
which is accounted for by the five Masan companies, declined by 56 percent
between 1977-79. Questionnaire data also show that imports from those firms
not excluded declined from 73 percent to 16 percent of total imports from
Korea.

In relation to apparent U.S. consumption, imports of steel wire nails
under investigation from all sources rose from 43 percent in 1973 to 47
percent in 1974, and then fell to 42 percent in 1975. Total imports,
recovering their share of U.S. consumption after the recession in 1975, rose
from 50 percent of consumption in 1976 to 56 percent in 1978, and then fell to
50 percent in 1979. Imports from Korea rose steadily from less than 0.5
percent of U.S. consumption in 1973 to 14.4 percent in 1978, and then fell to
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'Table 16.-—Steel wire nails:

U.S. imports for consumption, by principal

.

sources, 1973-79, January-March 1979, and January-March 1980 *°
Source f f f f f f f f January-March--
v ©1973 D 1974 D 1975 D 1976 | 1977 [ 1978 [ 1979 |
L L L b b e
f Quantity (1,000 short tons)
Republic of Korea---——------- — 1: 12: 21: 47 : 84: 109: 92: 25 : 20
Japan : 171 ¢ 162 : 96 : 150 : 146 : 108 : 68 : 22 : 16
Canada s 60 : 66 : 49 : 60 : 75 78 : 80 : 16 19
Poland : 32 31 : 18 : 32 36 ¢+ 49 18 2 6
Other : 63 : 70 ¢ 26 : 52 ¢ - 58 : 85 : 80: 22 @ 15
Total ¢ 328 ¢ 340 : 210 : 340 : 398 : 428 : 337 : 87 : 76
f Value (million dollars)
Republic of Korea—--—-—==—=we— : 1/ 6 : 9 : 16 : - 31 : 45 : 50 : 14 : 9
Japan : 50 : 79 : 45 3 57 @ 63 : 55 : 48 ¢ 15 : 11
Canada- : 18 31 : 23 : 28 36 ¢ 41 ¢ 45 : 9 : 11
Poland : 7 : 11 6 : 9 : 10 ¢ 15 : 7 1: 2
Other- : 14 3 29 : 10 19 23 33 39 : 9 : 8
Total -3 89 : 156 : 93 : 129 : 162 : 189 : 189 : 48 : 41
f Percent of total quantity
Republic of Korea-----------— : 1/ :  4: 10: 14: 21: 25: 27 29 : 26
Japan : 52 ¢ 4B s 46 44 37 25 20 : 25 ¢ 21
Republic of Korea and : H : : H s H : :

Japan : 53 : 51 56 : 58 : 58 : 51 ¢+ 47 : 54 47
Canada—--- H 18 : 19 : 23 ¢ 18 : 19 ¢ 18 24 ¢ 18 : 25
Poland : 10 : 9 : 9 : 9 ¢ 9 : 11 5 : 2 8
Other : 19 21 12 ¢ 15 15 : 20 24 25 20

Total : 100 ¢ 100 ¢+ 100 ¢ 100 : 100 : 100 : 100 : 100 : 100
1/ Less than 500 thousand dollars or 0.5 percent.
Source: Compiled from official statistics of the U.S. Department of Commerce.
Note.—Because of rounding, figures may not add to the totals shown.
Table 17.--Steel wire nails: Shipments to the United States from the
Masan Free Trade Zone of Korea, 1977-79, and January-March 1980
. : : s ¢ January-March
Firm : 1977 . 1978 ) 1979 . 1980
Kankoku Nitto—-——--- short tons--: 9,594 : 9,105 : 3,070 : 663
Kankoku Nittei do ¢ 13,078 : 11,563 : 7,877 : 735
Korea Murata do s 11,415 : 8,649 : 4,650 : 1,276
Korea Nippon Seisen do i 2,669 : 3,293 : 3,410 ¢ 532
Murakami Kogyo do : 14,165 12,201 : 4,000 : 364
Total do s~ 50,921 : 44,811 : 23,007 : 3,570
Share of total imports from : : : :
Korea percent—: 61 41 25 18
1

Source: Compiled from statistics presented by counse

producers found to be selling at LTFV.

for the 6 Korean nail
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13.6 percent in 1979. TImports from the five Masan companies declined from 6.9
percent of consumption in 1977 to 3.4 percent of consumption in 1979, as shown
in the following tabulation:

(In percent)
U.S. imports as a percent of apparent

Year : U.S. consumption
: ¢ All Korean : .
. All sources, companies Masan coqpanles
1973 - - : 43.0 : 1/ : 2/
1974 -- -3 46.8 : 1.7 @ 2/
1975 : 42.3 : 4.2 : 2/
1976 : 50.3 : 7.0 : 2/
1977 : 53.8 : 11.4 : 6.9
1978 - -— : 56.5 : 14.4 5.9
1979 3/ -— : 49.9 : 13.6 : 3.4
1/ Less than 0.5 percent. 2/ Not available. 3/ Estimated by the U.S.

International Trade Commission.

In 1978 and 1979, 55 percent and 51 percent, respectively, of the imports
from Korea entered the Western United States. 1/ Such imports from Korea
increased steadily from 389 tons, or 0.5 percent of total Western State
imports, in 1973 to 60,000 tons, or 55 percent of imports, in 1978. 1In 1979
imports from Korea into the Western States decreased to 48,000 tons, or 53
percent of total imports in that region. During 1973-79, imports from Japan
‘declined from 83 percent of the total to 21 percent (table 18). Estimated
imports from the five Masan companies into the Western States declined from
22,000 tons, or 19 percent of imports in 1977, to 10,000 tons, or 11 percent

of imports in 1979.

Import-to-consumption ratios for the Western States for total imports
* % * from ¥ ¥ * percent in 1977 to 63 percent in 1979. Corresponding
import-to-consumption ratios for nails from the five Masan companies * * *
from * * * percent in 1977 to 7.1 percent in 1979. The share of apparent
consumption held by the U.S. producers in the Western States * * * from * % *
percent in 1977 to 36 percent in 1979 (table 19).

1/ Arizona, California, Colorado, Idaho, Montana, Nevada, Oregon, Utah,
Washington, Wyoming.
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Prices

It is a common practice for U.S. producers and importers to sell steel
wire nails at negotiated prices, although two U.S. producers (Armco and CF & I)
testified at the hearing that large portions of their shipments are sold at
published prices. 1/ Generally, domestic producers quote prices on an f.o.b.,
mill basis, but on some transactions they absorb part of the freight expense
on shipments to customers. On the other hand, U.S. importers quote prices on
a variety of bases. Some give customers a choice between an ex-dock,
duty-paid basis and a delivered basis with the full freight charge included in
the price.

In order to make price comparisons between U.S.-produced nails and those
imported from Korea, the Commission asked domestic producers and importers to
supply net selling prices for four representative nails for each quarter
during January 1978-March 1980. The four selected articles are: l6-penny
cement-coated countersunk nailsj l6-penny green-vinyl sinker nails; 11G x
1-1/4 x 7/16 electro-galvanized roofing nails; and 16-penny bright common
nails. Prices reported for imports from Korea are only for sales of products
produced by the Korean manufacturers which were found by Commerce to have LTFV
margins.

Reported prices of U.S.-produced nails generally rose during the period
and exhibited less fluctuation than prices for nails imported from Korea. The
average net selling price, according to questionnaire information, for
16-penny cement-coated countersunk nails made by U.S. producers increased from
21.8 cents per pound in January-March 1978 to 26.1 cents per pound in
January-March 1980. During the same 9-quarter period, the average net selling
price for 16-penny green-vinyl sinker nails increased from 24.7 cents per
‘pound in January-March 1978 to 25.6 cents per pound in January-March 1980.

The average net selling price for the specified electro-galvanized roofing
nails * * * cents per pound in January-March 1978 to 41.4 cents per pound in
January-March 1980, and the price for 16-penny bright common nails rose from
21.6 cents per pound to 25.9 cents per pound.

Pricing information collected from importers of nails from the six Korean
companies found to have LTFV margins is incomplete. In certain instances,
only one or two importers were able to supply pricing data in the form
requested by the Commission. For this reason, the pricing data in this report
are of limited value as a measure of sales prices in the United States of
nails produced by those Korean companies found to be selling at LTFV. Price
data for January-March 1980 are not available and only one firm reported
prices for each of the eight quarters (January-March 1978 to October-December
1979). Import prices exhibited an upward trend, but fluctuated significantly
during the 2-year period. For instance, the average net selling price for
Korean 16-penny cement-coated countersunk nails started at * * % cents per
pound in January-March 1978, * * * to * ¥ * cents in October-December 1978,
and then * * % to * * % cents in October-December 1979. The average net
selling price for the l16-penny green-vinyl sinker nails * * * from * * * cents
per pound in January-March 1978 to * * * cents in January-March 1979, * * * to
* % * cents in July-September 1979, and then * * % to * * * cents in October-

1/ Transcript . 96.
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December 1979. The average net selling price for Korean electro-galvanized
roofing nails * * * from 24.5 cents in January-March 1978 to * * % cents in
October-December 1979. During the same period, the average net selling price

for Korean l6-penny bright common nails * * * irregularly from 16.5 cents to
% % % cents per pound.

In general, the average het selling prices for those nails manufactured
by the six Korean companies were lower than those of comparable U.S.-produced
nails., The average margin of * * * for electro-galvanized roofing nails was
% % % percent; for l6-penny green-vinyl sinker nails, * * * percent; for
16-penny cement-coated sinker nails, * * * percent; and for l6-penny bright
common nails, * * * percent. These six Korean companies had average LTFV
margins of 1.3 percent to 11.5 percent.

Figures 3, 4, 5, and 6, and tables 20 and 21 show average net selling
prices for U.S.-produced nails and Korean nails made by the six companies
found to have LTFV margins.
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Figure 3.--1l6-penny cement—coated countersunk nails: Average net sell-
ing price for the largest shipments of U.S. produced nails and those
imported from the 6 Korean companies found to be selling at LTFV, by
quarters, January 1978-March 1980
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Figure 4.--16-penny green-vinyl sinker nails: Average net selling
price for the largest shipments of U.S. produced nails and those
imported from the 6 Korean companies found to be selling at LTFV,
by quarters, January 1978-March 1980.
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Figure 5.--Electro-galvanized roofing nails (11G x 1-1/4 x 7/16):
Average net selling price for the largest shipments of U.S. produced
nails and those imported from the 6 Korean companies found to be
selling at LTFV, by quarters, January 1878-March 1980.

Cents per pound

YSr U.S. produced (missing data * * %)
~&-—%
4Et | *,,x—*"”
KLY . Y
¥ 4

i

Imp&rted (missing data * * %)

A+t

25¢ %

281

159

18

BJ

gd-
B t + - = $ + + B ] 4 $ 4
[ 2 3 4)/1 2 13 q[n 2 3 Y
1878 la7d | 5ad

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



A-39

Figure 6.--16-penny bright common nails: Average net selling price for
the largest shipments of U.S. produced nails and those imported from
the 6 Korean companies found to be selling at LTFV, by quarters,
January 1978-March 1980.
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Table 20.—16-penny cement-coated countersunk and 16-penny green vinyl sinker nails:
Net selling price for the largest shipments of U.S.-produced nails and those imported
from the 6 Korean companies found to be selling at LTFV, by quarters, January
1978-March 1980

(In cents per pound)

: Importers' margin of
:under or (over) selling
:As a percent

U.S.-produced nails Imported nails

Period

; Price ; ‘Average Price :Avegage; In cents ] producers"
: range . price range , Price [per pound: price
f l6-penny cement-coated countersunk nail
1978: : ] : : : s
Jan.-Mar=------ : 19.5-24.1 : 21.8 : *hk 3 *kk s *kk o Fokk
Apr.-June---—: 20.4-24.1 : 22.7 : *kk 3 *kk g ik g dkde
July-Sept———-- : 21.0-25.5 : 23.4 *kk 3 *kk g Fkk o Fekk
Oct.-Dec~==-—: 22.9-25.5 : 24.0 : *kk o *dk g *kk o Fokk
1979: : : : H : :
Jan, -Mar-==-—3 21.0-25.5 23.6 *kk o *ik o *kk s dedeke
Apr.-June——=-=-=: 23.0-27.1 : 25.1 : 1/ : - - -
July-Sept—-——: 23.0-27.1 : 25.5 *dk 3 kkk dkk 3 Fkk
Oct.-Dec—=—--: 22.8-32.5 : 26.2 : *hk 3 *kk 3 *kk Fekek
1980: : : : : : :
Jan.-Mar------: 23.0-32.5 : 26.1 : 1/ : -3 - -
f 16-penny green-vinyl nail
1978: : : H : : :
Jan.,-Mar------ : ok o 24,7 *kk Fokk ko *kk
Apr.-June---—: *kk o 24.3 : *kk o *kk 3 ko Fedcke
July-Sept———--: *kk g 25.8 : *kk o Fkk 2 Fokk 3 Fede
Oct.-Dec—===-—: dedck o 25.8 : *kk o *dk o *kk o Fedk
1979: : : : : : :
Jan, -Mar----—: 24.0-27.0 25.4 ek o *dkk o *dck o dedck
Apr.-June—---: 24.0-27.7 : 25.8 : ok *kk 3 *kk Fedede
July-Sept—==—: 24.0-28.3 : 26.0 : Fdk 3 *ik o ik 3 Fedeik
Oct.-De¢c—===-: 24.0-29.9 : 26.1 : dokde 3 Fedek o dekk o Fedede
1980: : : : : : :
Jan,~Mar——----: dokk o 25.6 : 1/ : - - -

1/ Not available.

Source: Compiled from data submitted in response to questionnaire of the U.S.
International Trade Commission.
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Table 21.--16-penny bright common and electro-galvanized roofing (11G x 1-1/4 x 7/16)
nails: Net selling price for the largest shipments of U.S.-produced nails and those
imported from the 6 Korean companies found to be selling at LTFV, by quarters,
January 1978-March 1980

(In cents per pound)

: Importers' margin of
:under or (over) selling
tAs a percent

U.S. produced nails Imported nails

Per iod :

Price . Average ! . Price 'Average: In cents .
h range ¢ price : range : price<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>