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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-37 (Preliminary)

CERTAIN IRON-METAL CASTINGS FROM INDIA

Determination

On the basis of the record 1/ developed in investigation No. 731-TA-37

(Preliminary), the Commission determines (Chairman Alberger dissenting),

ot

pursuant to section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)),

that there is a reasonable indication that an industry in, the.lUnited.States.dis

materially injured, or is threatened with material injury, by reason of

imports from India of certain iron-metal castings, 2/ provided for in item
657.09 of the Tariff Schedules of the United States, which are allegedly beiné

sold in the United States at less than fair value (LTFV).

Background

On November 19, 1980, the U.S. International Trade Commission and the
U.S. Department of Commerce each received a petition from Pinkerton Foundry,
Inc., Lodi, Calif., et al., alleging that certain iron-metal castings from
India are being, or are likely to be, sold in the United States at LTFV.
Accordingly, the Commission instituted a preliminary antidumping investigation
under section 733 of the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threateﬁed with material injury, or the
establishment of an industry in the United States is materially retarded, by

reason of the imports of such merchandise into the United States. The statute

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/ The specific articles included within the scope of this investigation are
manhole covers and frames, catch-basin grates and frames, and cleanout covers
and frames. '



directs that the Commisson make its determination wi;ﬁihNASIHays of its

J -
/

receipt of the petition, or in this case by Januag& 5, 19§1:
Notice of the institution of the Commission'% ieyﬁggigation and of a
W
public conference 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
Cormission, Washington, D.C. and by publishing the notice in the Federal
Register on December 3, 1980 (45 F.R. 80208). The public conference was held

in Washingon, D.C. on December 10, 1980, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



STATEMENT OF REASONS FOR THE AFFIRMATIVE DETERMINATION OF VICE CHAIRMAN MICHAEL
J. CALHOUN AND COMMISSIONERS GEORGE M.. MOORE AND CATHERINE BEDELL

On the basis of the best information available in investigation No.
731-TA-37 (Preliminary), we determine that there is a reasonable indication
that an industry 1/ in the United States is materially injured, or threatened
with material injury, by reason of imports from India of certain iron-metal
castings, provided for in item 657.09 of the Tariff Schedules of the United
States, which are allegedly being sold in the United States at less than fair
value (LTFV).

The following findings and conclusions, based on the record in this

investigation, support our determination.

The imported article and the domestic industry

The certain iron-metal castings which are the subject of the
investigation are manhole covers and frames, catch-basin grates and frames,
and cleanout covers and frames. These iron-metal castings are encompassed
within a larger class of articles commonly called public works castings, and

are used either for drainage or access purposes to public utility, water, and

1/ In our final determination in a recently concluded investigation on these
same products, investigation No. 303-TA-13 (Final), some Commissioners found
that the U.S. industry being injured consists of the domestic producers of
these products located in the Western United States, and that these States
constituted a regional market. Since we determine that there is a reasonable
indication of material injury to the domestic industry as a whole, we do not
reach the issue of whether it would be appropriate in this case to treat the
Western U.S. producers as if they were a separate industry. The determination
in the instant case does not preclude the Commission from finding injury to a
regional industry in the final phase of this case, should the data so warrant

that determination.



sanitary systems. Therefore, we find that under the heading of public works
castings, there are three domestic like products which, for all practical
purposes, are identical to the three imported articles which are the subject
of this investigation and that the domestic industry is composed of the

producers of these public works castings.

Reasonable indication of material injury

Section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)) directs
that the Commission "shall make a determination, based upon the best
information available to it at the time of the determination . . ."

The Aét further specifies in section 771(7)(B) that "the Commission shall

consider, among other factors,--(i) 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"
(19 U.S.C. 1677(7)(B)). 1In light of these directives, we base our decision on
the preliminary findings of fact and conclusions of law discussed below.

The estimated quantity of imports of certain public works castings from
India increased from 25.0 million pounds in 1977, when they accounted for 7
percent of apparent U.S. consumption, to 94.4 million pounds in 1979, when
they accounted for 20 percent. Although imports from India decreased slightly
in January-September 1980 compared with those in the corresponding period of
1979, they continued to increase as a share of total imports, rising from 92
to 94 percent of total imports. 1/ As a share of apparent U.S. consumption,
imports from India increased by 38 percent in January-March 1980, to 29

percent. 2/

1/ Report, p. A-10.
2/ Report, p. A-28.



Price data collected by the Commission show that the imported product
from India, whether offered by producer-importers or importers, undersold that
of U.é. producers in each 3-month period from January 1978 to March 1980.
Margins of underselling for the importers' product ranged from a high of 42
percent to a low of 28 percent for both types of manhble assemblies examined
(a 270-pound model and a 775-pound model). 1/ Margins of underselling for
both models decreased noticeably in January-March 1980, primarily because of a
drop in the price of the U.S.-produced product. Such behavior, given
increased costs, 2/ is clear evidence of price depression.

After.adjnsting importers' price data for January-March 1980 to reflect a
complete pass-through of the mean countervailing duty of 13.3 percent assessed
on Indian castings, these articles sﬁill undersold U.S.-produced like products
by about 25 percent. 3/ These remaining margins of underselling, coupled with
increased imports and import penetration, are causal links to a reasonable
indication of material injury to the U.S. public works castings industry which
is beyond, and entirely separate from, any injury caused by the export
subsidies already found to exist on the Indian castings.

Data from 43 U.S. producers of public works castings on domestic
shipments, production, capacity utilization, and employment show a uniform
trend of modest increases from 1977 to 1979, followed by relatively sharp
de;lines in January-March 1980 compared with figures for January-March
1979. 4/ Likewise, producers' inventories decreased slightly from 1977 to

1979, but increased sharply in January-March 1980. 5/

Report, pp. A-34 and A-35.

Report, pp. A-22 and A-39 through A-44.

Report, p. A-37.

Report, pp. A-13, A-15, and A-18.

Report, p. A-16. 5
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Although net sales of U.S. producers increased each year from 1977 to
1979, net operating profit declined irregularly 1/ by 13 percent from 1977 to
1979, and U.S. producers reported a net operating loss of $63,000 in January-
March 1980. The numbef of firms reporting such losses increased in each
period from January 1977 to March 1980, with more than one-half of those firms
which respon&ed to Commission questionnaires reporting net operating losses
for January-March 1980. As a ratio of net profit (loss) to net sales, thé
industry rate of 7.7 percent in 1977 fell to 3.9 percent in 1978, partially
recovered to 5.2 percent in 1979, and then dropped to a negative 0.3 percent
in January-March 1980. 2/ The 1ack1ustér per formance of the domestic indugtry
from 1977 to 1979, followed by the recent rapid decline of the industry in
January-March 1980, indicate that the increased imports and import penetration
of Indian castings are having a substantial impact on the domestic industry.

Supporting this conclusion is unambiguous information concerning saleé
lost by domestic producers to imports from India. Fifteen domestic producers
submitted specific information as to sales lost to imports from India. Of 35
allegations checked by the Commission staff, 32 purchasers confirmed they had
purchased imported castings from India in lieu of the domestic product.

Twenty of these purchasers cited the lower price of the imported castings as

the most important factor affecting their purchasing decisions. 3/

1/ The financial composite of the public works castings industry is worsened
considerably by exclusion of one large firm, whose anomalous behavior in 1979
accounted for more than 90 percent of total industry profits in that year.
Report, p. A-21.

2/ Report, p. A-22,

3/ Report, p. A-36.



Conclusion

On the basis of the information available to the Commission at this time,
we determine that there is a reasonable indication that the public works
castings igdustry in the United States is materially injured, or threatened
with material injury, by reason of imports of such articles from India, which

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



VIEWS OF COMMISSIONER PAULA STERN

My determination in the present preliminary investigation of the impact
of alleged less-than-fair-value (LTFV) imports of certain iron-metal castings
from India has been based on economic information identical in all essentials
to that developed in the recently completed countervailing duty investigétion,

Certain Iron-Metal Castings from India, Investigation No. 303-TA-13 (Final). 1/

The products in these two cases are identical, as are the standards of injury
and causation in countervailing duty and dumping investigations embodied in
sections 731 and 701 of the Tariff Act of 1930. In the countervailing duty
case complefed in September 1980, I made an affirmative determination. T will
not repeat that analysis here and incorporate it by reference. 2/

This is a preliminary dumping case, which requires a showing of a
"reasonable indication'" of material injury due to the subject imports. In
effect, preliminary cases which take only 45 days have a less stringent
information requirement than final cases. But even at this preliminary stage
-- because of our prior experience with these imports in the countervailing
duty case -—- the information is rather complete.

The only new issue to emerge in the current investigation centered on the
respondents claim that the petition requested compensation for margins already
compensated for by the countervailing duties which resulted from the

Commission's previous affirmative determination. 3/ After adjusting the

1/ USITC Pub. No. 1098 (September 1980). Also see, accompanying Staff
Report at p. A-2.

2/ Ibid., "Statement of Reasons of Commissioner Paula Stern" at pp. 18-30.

3/ See "Statement of Dennis James, Jr. on Behalf of the Engineering Export
Promotion Council of India in Connection with Investigation 731-TA-37,"
submitted at the conference (Dec. 10, 1980) at p. 4. Certain double
compensation is prohibited by Article VI, paragraph 5, of the General
Agreement on Tariffs and Trade (GATT).



importers' price data for January-March 1980 to reflect a complete
pass—through of the mean countervailing duty of 13.3 percent assessed on
Indian~castings, the staff found that these articles still undersold
U.S.-produced like products by about 25 percent. 1/

These remaining margins of underselling, coupled with increased imports
and import penetration, are causal links to a reasonable indication of
material injury to the U.S. public works castings industry which is beyond,
and entirely separate from, any injury caused by the export subsidies already
found to exist on the Indian castings. The alleged LFTV margins (netlof the
counter&ailing duties) of approximately 25 percent are almost twice as large
as the average subsidy encountered in Investigation No. 303-TA-13 (Final). 1In
fact, the margin of underselling (adjdsted for the countervailing duty) is
substantially accounted for by the alleged LTFV margins. Given the fact that
tﬁe indicators of injury remain unchanged, the logic for an affirmative
preliminary finding in the present case is thus even more compelling than in

the previous final case. 2/

1/ Report at pp. A-35 and A-37.

2/ The Engineering Export Promotion Council of India argues in its Post-
Conference Brief (footnote at p. 6) that the imposition of the countervailing
duty has not benefitted domestic foundries by working its way through the
four—tiered price structure as I had suggested in my Statement of Reasons in
Inv. No. 303-TA-13 (Final). Respondent concludes that Indian imports are
therefore not the source of the industry's problems. Although the point is
interesting, it is not persuasive. One can distinguish between general claims
regarding the health of the industry and specific analysis of prevailing
prices. Moreover, there is no systematic information available at this time
reflecting price behavior since the imposition of the countervailing duties.
Finally, there are many influences on prices other than the duties. T will
welcome further information from all parties on this matter should the case

return for a final determination.
9



10
VIEWS OF CHAIRMAN BILL ALBERGER

On the basis of the record in investigation No. 731-TA-37 (Preliminary),

I determine that there is no reasonable indication that an industry in the

zetaee

United States is materially injured, or is threatened with material injury,
or that the establishment of an industry is materially retarded by reason
of imports from Indié of certain iron-metal castings which are allegedly
sold at less than fair value (LTFV).

Petitioners allege that they are now being injured by imports believed
to be sold at LTFV. The Commission staff did not, because of the recency
of the agency's countervailing duty investigation concerning iron-metal
castings from India (investigation No. 303-TA-13 (Final)), attempt to obtain

additional data for this preliminary antidumping investigation and we have

been provided no new data concerning the effect on the domestic industry
of the imposition of the countervailing duty on such imports.

Although the price of domestic castings has increased from 1978 to 1979,
imported castings consistently undersold the U.S. product by significant
margins during that period. Staff estimates of the effect on margins of
underselling of the addition of the mean countervailing duty of 13.3 percent
and‘the dumping margin alleged in the petition, succeed only in narrowing
the margin of underselling to around 25 percent on the most competitive model
casting. 1/ Thus, assuming that additional duty assessment costs will
be passed on to customers, imported castings from India would still
undersell their domestic counterparts by significant margins.

Having received no other information regarding changes in the status

of the industry since the agency's countervailing duty determination, I

1/ Report at A-37.

10



11

find that there is no reasonable indication that the public works castings
industry is being injured by imports from India. The complete basis for my
decision regarding injury to the industry is thoroughly documented in my
opinion issued in the prévious countervailing duty case..;/ Therefore,

I see no need to rewrite it here or to incur the additional printing costs

of reproducing those views.

1/ Views of Chairman Bill Alberger, Certain Iron-Metal Castings from India,
USITC Pub. 1098, Sept. 1980, pp. 31-38. 11
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A-1

INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On November 19, 1980, the U.S. International Trade Commission and the
U.S. Department of Commerce received a petition from Pinkerton Foundry, Inc.,
Lodi, Calif., et al., alleging that certain iron-metal castings from India are
being, or are likely to be, sold in the United States at less than fair value
(LTFV). Accordingly, effective November 19, 1980, the Commission instituted a
preliminary antidumping investigation under section 733(a) of the Tariff Act
of 1930 (19 U.S.C. 1673b(a)) to determine whether there is a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from India of
certain iron-metal castings provided for in item 657.09 of the Tariff
Schedules of the United States (TSUS), which the petitioner alleges are being,
or are likely to be, sold in the United States at LTFV. The statute directs
that the Commission make its determination within 45 days of its receipt of
the petition, or in this case by January 5, 1981. ©Notice of the institution
of the Commission's investigation and of a public conference 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 by publishing the notice in the Federal Register of December 3, 1980
(45 F.R. 80208). 1/ The public conference was held in Washington, D.C., on
December 10, 1980. The Commission's vote in the investigation was taken on
December 18, 1980.

Recent Proceedings Concerning Iron-Metal Castings

On May 10, 1979, the U.S. Customs Service of the U.S. Department of
Treasury published a notice in the Federal Register (44 F.R. 27385) regarding
specific country-of-origin marking requirements for imported manhole covers
and frames. Customs ruled that effective on or after August 8, 1979, imported
manhole covers and frames must be permanently and legibly marked with the
country of origin by die stamping, molding, or etching. Customs took this
action following complaints from domestic producers that origin-marking
requirements were not being uniformly applied, and that many imported castings
entered U.S. ports with no markings or with the country of origin merely
painted on them. Some distributors were found to be painting out the country-
of-origin marking. Such country-of-origin markings are significant, in that
some public works contracts are subject to "Buy American" provisions.

On February 19, 1980, the Commission and the U.S. Department of Commerce
received a petition from Pinkerton Foundry, Inc., Lodi, Calif., alleging that
bounties or grants were being pa'id with respect to certain iron-metal castings
imported from India. Following its investigation, Commerce issued a final
countervailing duty determination on August 14, 1980, which found that
benefits are being granted by the Government of India to manufacturers,

1/ A copy of the Commission's notice of investigation and conference and a
list of witnesses appearing at the conference are presented in app. A. A copy
of the Commerce Department's notice of investigation is presented in app. B.

A-1



A-2

producers, and exporters of certain iron-metal castings, which constitute
bounties or grants ranging from 12.9 to 16.8 percent of the f.o.b. India
price. 1/ On September 29, 1980, the Commission, by a 4-to-1 vote, determined
in investigation No. 303-TA-13 (Final) that an industry in the United States
is materially injured, or is threatened with material injury, by reason of
imports of certain iron-metal castings from India which were subject to the
Commerce subsidy determination. 2/

Because of the recency of the Commission's countervailing duty
investigation concerning certain iron-metal castings from India, additional
data were not sought through questionnaires for this preliminary antidumping
investigation of the same products. References to questionnaires in this
report refer to those used in investigation No. 303-TA-13 (Final).

The Product

Description and uses

The specific articles which are the subject of this investigation are
manhole covers and frames, catch basin grates and frames, and cleanout covers
and frames, provided for in item 657.09 of the TSUS. For convenience, these
articles are referred to collectively as certain iron-metal castings or public
works castings. These articles are usually shipped in sets consisting of the
cover and a frame, and are used either for drainage or access purposes to
public utility, water, and sanitary systems. The most important of these
products are manhole covers and frames, which constitute the great bulk of
imports from India and domestic production.

Manufacturing process

Public works castings are produced by the same general method of iron
casting used in the manufacture of a myriad of products. First, pig or scrap
iron 3/ is melted in a cupola, a vertically cylindrical vessel for melting
metal. 4/ After the slag is removed, the molten metal is poured into large

1/ A copy of the Commerce Department's final countervailing duty
determination is presented in app. C.

2/ A copy of the Commission's final injury determination is presented in
app. D.

3/ The basic raw material used by U.S. producers is scrap iron, whereas the
Indian producers generally use pig iron. There is believed to be no
appreciable quality difference in the two finished products.

4/ Some producers of public works castings, as well as foundries producing
other products, are changing from melting iron by cupola to melting by various
types of electric furnaces, largely in order to comply with Federal, State,
and local pollution standards. Generally, larger foundries prefer cupola
melting, as it is more efficient where large quantities of iron need to be
melted, whereas smaller foundries often find electric melting to be more
appropriate to their limited needs.

A-2



A-3

iron tubs called flasks, in which one or more wood or metal patterns have been
placed. These patterns have been covered with sand mixed with bentonite, a
fine clay which eliminates absorbency, and packed under pressure. After the
patterns are removed, creating a cavity in the sand, the molten metal is
poured into the mold. When the metal has solidified, the casting is shaken
out of the flask and particle blasted to remove rough edges and overpourings.
Finally, the castings may be machined to customer specifications, and dip

painted.

U.S. Tariff Treatment

The public works castings which are the subject of this investigation are
classified under item 657.09 of the TSUS. This item encompasses cast-iron
articles, not coated or plated with precious metal, not alloyed, and not
malleable. This classification includes a variety of merchandise, e.g.,
manhole covers and frames, catch basin grates and frames, cleanout covers and
frames, water and gas valve boxes, and other cast-iron products for municipal,
residential, and utility uses. 1/ Also entered under this TSUS item are
numerous other articles, such as fence fittings, rail ends, counterweights, °
and cast-iron carts. The column 1 (most-favored-nation) rate of duty for thi