CERTAIN STEEL WIRE NAILS
FROM JAPAN, THE REPUBLIC
OF KOREA, AND YUGOSLAVIA

Determination of the Commission
in Investigations Nos. 731-TA-45,
46, and 47 (Preliminary) Under
the Tariff Act Act of 1930,
Together With the Information
Obtained in the Investigations

USITC PUBLICATION 1175
AUGUST 1981

United States International Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Bill Alberger, Chairman
Michael J. Calhoun, Vice Chairman
Catherine Bedell

Paula Stern

Kenneth R. Mason, Secretary to the Commission

This report was prepared by

Abigail Eltzroth
Edmond J. Power
Gerald R. Benedick
Warren Maruyama

Lynn Featherstone, Supervisory Investigator

Address all communications to
Office of the Secretary
United States International Trade Commission
Washington, D.C. 20436



CONTENTS

Page
Determination- _—— —————— e 1
Views of the Commission-- —_— —— _ 3
Additional views of Chairman Alberger- - - ———————————— 12
Information developed in the investigations:
Introduction ——— ————— e m e —— - -— A-1
Previous investigations concerning nails - —-_—— A- 2
The product - —-— - A- 2
Manufacturing process -- - A- 2
Nail finishes-——-====-eeommee oo -— A- 6
U.S. tariff treatment - A- 7
Commerce's trigger price investigation - - A-7
The U.S. market —-— -—= A- 9
The U.S. industry—————-———————————————— - -—=- A-11
The Japanese industry mm e ——— A-12
The Korean industry - - -- A-13
The devaluation of the Korean won- - - A-15
The Yugoslav industry -— -— A-15
Consideration of material injury or threat thereof--- A-16
U.S. production --- A-16
Utilization of productive facilities A-17
U.S. producers' shipments and exports A-19
Inventories - - — A-21
U.S. consumption cm——————e -— A-22
Employment—- - A-24
Financial experience of U.S. prodricers -- - A-25
Research and development, and capital expenditures——-—-——————=———— A-25
Consideration of the causal relationship between possible LTFV
imports and alleged injury:
U.S. imports and market penetration - A-27
Prices——————-—————————m o A-32
Prices in the Western region of the United States A-37
Comparison with other price indicators—--- - A-39
Lost sales—————————— - -— - A-39
Cyclical nature of consumption--—-—=--—=-==--——————-- - A-40
Appendix A. Commerce's letter of notification to the Commission-———————- A-43
Appendix B. Witnesses at the Commission's conference- - A-45
Appendix C. The Commission's Federal Register notice———-———=————mmm————— A-49
Appendix D. Commerce's Federal Register notices- A-51
Appendix E. Termination of investigation concerning nails from Japan---- A-57
Appendix F. Detailed description of steel wire nails———---—=—=—=m-u A-69
Figures
1. Types of steel wire nails—————————————————emeu——o A- 3
2. Steel wire nails: Apparent U.S. consumption, U.S. producers'
shipments, and exports, 1968-80-------- ——————— —— - A-20

3. Certain steel wire nails: U.S. imports from Japan and Korea
as a share of total imports, 1973-80--———=-=——eeeeeoa—m e A-29



10.
11.

12.

13.
14.

15.

ii
Contents
Figures—-Continued Page

Indexes of construction put in place, U.S. producers'
domestic shipments of steel wire nails, and U.S.

consumption of steel wire nails, 1968-80- A-41
Types of nail heads - -— --= A-70
Nail sizes by “penny” (d) designation (length and wire gage)-—————- A-71
Wire gage sizes, by gage number and diameter A-72
Types of nail points——- - A-73

Tables

Firms requesting preclearance to import steel wire nails

below trigger prices, as of July 28, 1980 --- A- 8
Certain steel wire nails: U.S. imports from Japan,

the Republic of Korea, and Yugoslavia entered below

applicable trigger prices, Oct. 21, 1980-Mar. 31, 1981-—-———————- A- 9
Steel wire nails: Estimated shares of U.S. producers' total

shipments, by distances shipped, 1977 A-10
Steel wire nails: Production facilities established since 1976---— A-12
Steel wire nails: Japanese production and exports,

1975-80 and January-March 1981 - A-13
Steel wire nails: Korean exports, 1977-80--—- - A-14

Steel wire nails: Capacity, investment, and employment
of manufacturers located in Korea's Masan Free Trade

Zone, 1978-———=—-=-- A-14
Steel wire nails: U.S. producers' productive capacity,

by 5-day and 7-day bases of operation, 1978-80 A-18
Steel wire nails: Western U.S. producers' productive capacity

capacity, by 5-day and 7 day bases of operation 1978-80--—----——= A-18

Steel wire nails: U.S. producers' shipments and exports, 1958-80-- A-19
Steel wire nails: U.S. producers' end-of-period inventories,

1978-80, January-May 1980, and January-May 1981- A-22
Steel wire nails: Western U.S. producers' end-of-period

inventories, 1978-80, January-May 1980, and January-

May 1981 -—- A-22
Steel wire nails: Apparent U.S. consumption, 1973-80 A-23
Average number of production and related workers engaged in

the manufacture of steel wire nails, hours worked by such

workers, and average hourly wages received, 1978-80 A-24
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 average hourly wages

received, 1978-80=——————mm— o e e el A-24

il



iii

Contents
Page

16. Selected financial data for 14 U.S. producers on their operations

on steel wire nails, by regions, 1978-80 — -—— A-26
17. Research and development, and capital expenditures by U.S. producers

by U.S. producers of steel wire nails, by regions, 1978-80--——————- A-26
18. Steel wire nails: U.S. imports for consumption, by principal

sources, 1973-80, January-May 1980, and January-May 1981---—-————- A-30
19. Steel wire nails: U.S. imports as a share of apparent U.S.

consumption, 1973-80-————===——————————e——-—- A-31

20. Steel wire nails: U.S. imports from Japan and the Republic of

Korea into the Western States as a share of each country's

imports to the United States, 1973-80, January-May 1980,

and January-May 198l--——=—=——=—m=m——mm——— e A-31
21. Steel wire nails: U.S. imports for consumption in the Western

districts, by principal sources, 1973-80, January-May 1980,

and January-May 1981 A-33
22. Steel wire nails: U.S. imports for consumption and U.S. producers'

shipments as a share of consumption in the Western States, by

by principal sources, 1978-80 A-34
23. Steel wire nails: Net selling prices for the largest shipment of

U.S.-produced nails and those imported from Japan, the Republic of

Korea, and Yugoslavia, by types and by quarters, January 1979-

June 1981 A-36
24. Steel wire nails: Net selling prices, in the Western region only,

for the largest shipments of U.S.-produced nails and those

imported from Japan and the Republic of Korea, by types and by

quarters, January 1979-June 1981 A-38

Note.——Information which would disclose confidential operations of
individual concerns may not be published and therefore has been deleted from
this report. These deletions are marked by asterisks.

il



iv



UNITED STATES INTERNATIONAL TRADE COMMTSSION
Washington, D.C.

Investigations Nos. 731-TA-46 and 47 (Preliminary)

CERTAIN STEEL WIRE NATILS FROM THE REPUBLIC
OF KOREA AND YUGOSLAVTA

Determination

On the basis of the record 1/ developed in investigation No. 731-TA-46

e
(Preliminary), the Commission determines that there’ 15 a reasonahle indfcation
(.

that an industry in United States is materially injured, o ?q }%reateneﬂ with

material injury, 2/ hy reason of imports from Korea of steel w*re nails,

S bRt

prov1ded for in items 645.25 and 645.26 of the Tariff Schednles of the United
States (TSUS) which are possibly being sold in the United States at less than
fait value (LTFV) 3/.

On the basis of fhe record 1/ developed in investigation No. 731-TA-47 =
(Preliminary), the Commission unanimously determines that there iﬁigéfﬁ
‘reasonable indication that an industry in the United States is materially

injured, or is threatened with material injury by reason of imports from

Yugoslavia of steel wire nails, provided for in items 545.25 and 6446.26 of the

TS&S, which are possibly heing sold in the Un‘ted States at TL™FV. 3/

Background

On July 2, 1981, the U.S. Tnternational Trade Commission received advice

from the U.S. Department of Commerce that is was initiating antidumping

1/ The ‘record is defined in sec. 207.2(j) of the Commiss‘on's Rules of
Practice and Procedure (19 CFR 207. 2(3).

2/ Chairman A1berger and Commissioner Bedell determine that an industry in
the United States i§ materially injured by reason of imports from Korea of
steel wire nails, provided for in items 546.25 and 546.26 of the Tariff
Schedules of the United States, which are possibly being sold in the United
States at less than fair value.

3/ Reasonable indication that the establishment of an industry in the United
States is materially retarded is not an issue in this investigation.



investigations on its own accord concerning imports of certain steel wire
nails from Korea and Yugoslavia which it found to be sold in the United States
below trigger prices and, therefore, possibly at less than fair value.
Accordingly, the Commission instituted preliminary antidumping invéétigations
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 the imports of such merchandise into the United States. The
statute directs that the Commission make its determination within 45 days of
its receipt of such advice, or in this case by August 17, 1981.

Notice of theiinstitution of the Commission's investigations 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 on July 8, 1981 (46 F.R. 35394). The public conference was held in
Washington, D.C., on July 23, 1981, and all persons who rgquested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

The deteriorating condition of the domestic industry, the large and
apparently growing market share of Korean nails, and the possibility of price
suppression caused by such sales form the principal bases for our finding that
there is a reasonable indication that they have caused 1/ or threaten to cause
material injury. 2/ We have found, however, that imports from Yugoslavia are
too insignificant in volume and too different in quality to have materially
injured the U.S. industry.

Shortly before our scheduled vote of August 11, 1981, Commerce informed

us by letter and in a draft Federal Register notice 3/ that it was terminating

the investigation of Japan pursuant to section 734(a) of the Tariff Act of
1930 based on assurances provided by the Japanese nail manufacturers. We
therefore ended Commission investigation No. 731-TA-45 (Preliminary) without
making a determination as to imports from Japan.

Our determinations are based on the considerations set forth below.

Domestic industry

Our first task in reaching a determination is to define the domestic
industry. Section 771(3)(A) of the Tariff Act of 1930 provides that the
domestic industry consists of the domestic producers as a whole of a like

product or those producers whose collective output of the like product

1/ Chairman Alberger and Commissioner Bedell determine that there is a
reasonable indication that an industry in the United States is materially
injured by reason of imports from Korea and do not find it necessary to
address the question of threat of material injury.

2/ Vice-Chairman Calhoun's conclusion here is reached after also taking into
account the generally depressed condition of the domestic industry owing to
the circumstances of the building industry.

3/ Staff report in investigations Nos. 731-TA-45, 46, and 47 (Preliminary),
Certain Steel Wire Nails from Japan, the Republic of Korea, and Yugoslavia, p.
A-1, (hereinafter "Staff report').



constitutes a major proportion of the total domestic production of that
product. 4/ A like product is a product which is like or in the absence of
like, most similar in characteristics and uses with, the article under
investigation. 5/

The subject of these investigations is certain steel wire nails imported
from Korea and Yugoslavia. For purposes of these preliminary determinations,

we adopt the like product analysis of our earlier investigation, Certain Steel

Wire Nails from the Republic of Korea, 6/ and find that there are seven like

products, each consisting of a separate nail coating. 7/ The industry
therefore consists of the producers of one or more of the like products. 8/

A breakdown in terms of types of coatings is particularly useful here
because it highlights the complexity of the nail market and the differences in

the product mix of nails sold in the United States by Korean, Yugoslav, and

4/ 19 U.Ss.C. § 1677(4) (Supp. IIL 1980).

5/ 19 U.s.C. § 1677(10) (Supp. III, 1980).

6/ Inv. No. 731-TA-26 (Final), USITC Pub. No. 1088 (1980). Suggestions,
however, that our determination here is controlled by our earlier negative
determination are misplaced. This investigation differs from Certain Steel
Wire Nails from the Republic of Korea, Inv. No. 731-TA-26 (Final), USITC Pub.
No. 1088 (1980) in several important respects. 1In our 1980 investigation, the
Department of Commerce excluded L7 Korean firms, either because their prices
were above trigger or because their sales, while below trigger, were at fair
value. The investigation therefore focused on the remaining 12 companies and
in particular on 5 companies operating in the Masan free trade zone. These
companies accounted for approximately 25 percent of overall U.S. imports from
Korea to the U.S. Imports from these companies were declining sharply in
volume and market share, and were heavily concentrated in certain nail types
produced to a limited degree in the United States. The present investigation
concerns all Korean producers, a broader product mix and a different
showing--that of a "reasonable indication" of material injury.

7/ 1d. at 7.

8/ When daca along product lines are unavailable, the effect of the dumped
imports will be assessed in terms of the narrowest group of products for which
information is available, i.e. all nail producers. 19 U.S.C. §1677(4)(D)
(Supp. III 1980).




domestic manufacturers. The bulk of imported Korean and Yugoslav nails
consist of particular types of coated nails. Electrogalvanized (31.3
percent), bright (21.8 percent), vinyl-coated (17.4 percent), and
cement-coated (10.5 percent) account for a large portion of imports from
Korea. 9/ Hot-galvanized (5.4 percent), phosphate-coated (4.9 percent), aad
blued nails (1.0 percent) are imported to a much lesser extent. Nearly all
imports from Yugoslavia consist of bright nails. 10/

Approximately 50 U.S. firms manufacture steel wire nails. U.S.
production is heavily concentrated in the manufacture of bright (45.3
peicent), cement-coated (24.4 percent) and hot-galvanized (21.2 percent)
nails. 11/ Vinyl-coated and electro-galvanized nails account for a lesser
portion of U.S. production. 12/ These types of domestically-produced ﬁails
are for all intents and purposes the same as Korean and Yugoslav nails of a

particular variety.

Some importers and producers have suggested that for purposes of defining
the domestic industry, other classifications of nails may be appropriate, such
as dividing nails into regular, semi-regular, and specialty nail categories.
While we will not adopt such an analysis here, we do not preclude use of such
an analysis in our final determination, if its usefulness can be demonstrated.

In addition, having found a reasonable indication of injury on a national

scale, we need not resort to a regional industry analysis at this preliminary

9/ staff report at A-15.
10/ 1d. at A-lé.

11/ Id. at A-17.

12/ .



stage in our investigation. This does not, of course, preclude use of a
regional industry approach in our final determination, if it is shown to be

appropriate.

Reasonable indication of material injury or threat of material injury

Section 733(a) of the Tariff Act of 1930 provides that the Commission
shall make a determination, based on the best information available to it at
the time of the determination, of whether there is a reasonable indication
that the imports under investigation have caused or threaten to cause material
injury to a U.S. industry. The act further specifies in section 771(7) that
the Commission shall consider, among other factors, (1) the volume of imports
of the merchandise under investigation, (2) the effect of imports of that

merchandise on prices in the United States for like products, and (3) the

impact of imports of such merchandise on domestic producers of like products.

Volume of imports.--The Department of Commerce has found that 99 percent

of imports from Korea were sold in the United States below trigger prices
during October 21, 1980 through March 31, 1981, and therefore are possibly
being sold at less than fair value. The volume of imports of steel wire nails
from Korea has shown dramatic fluctuations during the past. Imports increased
sharply from 1973-78, rising from less than 0.5 percent of apparent U.S.
consumption to 109,000 tons or 12 percent of consumption in 1978. 13/ 1In 1979
imports from Korea entered a period of steep decline, falling to 92,000 tons

in 1979 and 76,000 tons in 1980. 14/ This decrease can be attributed in part

lg/ Staff report at A-30, table 18, A-31, table 19.
_1_4_,_/ Id. at A-30.



to a decline in overall U.S. consumption resulting from a sharp decrease in
housing construction. 15/ Although the volume of imports from Korea decreased
in 1979-80, the market share of Korean producers remained étable at 11 percent
of apparent U.S consumption. 16/ Many Korean nails are of types produced only
to a limited degree in the United States. Nevertheless, the overall volume
and markét share of imports from Korea are plainly significant and deserve
further inquiry.l7/

During January-May 1981, imports from Korea rose 32 percent when compared
with import volume during the same period of 1980. 18/ Domestic shipments, as
reported by questionnaire respondents, rose by 9 percent over the same
period. Thus, while figures for apparent domestic consumption during
January-May 1981 are lacking, it is likely that the ratio of imports from
Korea to consumption rose during this period. In addition, the Korean nail
producers conceded at the conference that their production capacity exceeds
Korean demand, and thus that a large quantity of their production is
necessarily directed at export markets. 19/

The Department of Commerce found that 100 percent of imports from
Yugoslavia during October 21, 1980-March 31, 1981 were sold below the relevant
trigger price. Nevertheless, imports from Yugoslavia accounted for a minimal
share of apparent U.S. consumption of nails during 1973-1980, remaining
consistently at 1 or 2 percent of apparent U.S consumption. In addition, they

are generally considered to be of lower quality than American nails. 20/ 1In

15/ 1d. at A-40.

16/ Id. at A-31, table 19.

17/ Vice-Chairman Calhoun notes that the volume and market share of imports
from Korea are significant because of the heightened vulnerability of the
industry to LTFV imports due to the housing slump.

18/ 1d. at A-30, table 18.

19/ Transcript at 82.

20/ Transcript at 102-08 (Remarks of Mr. Silverman). 7



1980, such imports accounted for 1 percent of consumption. The small volume
and reputed low quality of these nails are such that they could not have had
any appreciable impact upon the U.S. nail industry. It is reported that the
Yugoslav producer, Zelazarna, which accounts for a large share of the exports
of nails from Yugoslavia to the United States, has been operating at full
capacity for the past few years and has no plans to expand its capacity.
Thus, we conclude that there is no reasonable indication of injury or threat
of injury by reason of continued imports from Yugoslavia. 21/

Effect of imports on prices.--At the public conference held in connection

with this investigation, U.S. producers repeatedly alleged that Korea is the

price leader and has encouraged a destructive round of price-cutting. 22/

21/ The domestic producers have argued that the Commission should cumulate
imports from Korea and Yugoslavia. We determine, however, that cumulation is
inappropriate on the facts presented here.

In determining whether to cumulate imports from various sources, we have
looked to a number of factors, including whether:

(1) The imports of the same class or kind of merchandise are
generally comparable and compete in the same markets.
(2) The factors and conditions of trade show the relevance of such
cumulative consideration to the determination of injury.
These criteria are, however subject to one important qualification. The
imports from a particular country must be contributing to the material injury
caused by LTFV sales. See e.g., Carbon Steel Products from Belgium, the
Federal Republic of Germany, France, Italy, Luxembourg, the Netherlands and
the United Kingdom, Invs. Nos. 731-TA-18-24 (Preliminary), USITC Pub. No.
1064, p. 14, 16, 20 (Views of Vice-Chairman Alberger) pp. 64-66 (Views of
Commissioner Stern) (1980); Menthol from Japan and the People's Republic of
China, Invs. Nos. 731-TA-27 and 28 (Preliminary), 45 F.R. 52273, 52274 (Views
of Chairman Alberger, Vice-Chairman Calhoun, Commissioner Bedell and
Commissioner Moore)(August 6, 1980).

Imports fromm Yugoslavia are apparently of a lower quality, sold on
different payment terms, and limited to the East Coast market. See Transcript
at 102-08 (Remarks of Mr. Silverman). Their market share has remained steady
at the insignificant level of 1 or 2 percent of apparent U.S. consumption over
the past 8 years. Staff report at A-31. We can find no indication that
Yugoslav imports have contributed to material injury to the U.S. industry, and
conclude that cumulation is inappropriate.

22/ Transcript at 16, 28-30, and 51-54.




This allegation is supported by a preliminary analysis of data collected by

the Commission which shows that the average net selling price for nails

imported from Korea generally declined during January 1979-June 1981 23/ The
information available‘indicates that the average net selling prices of nails
from Korea may have been lower than those of comparable U.S.-produced nails.
Domestic prices have apparently not increased commensurate with inflation and
rising costs. These preliminary indications of price suppression merit
further inquiry, particularly with a view to assessing the extent to which

imports from Korea have been a factor.

Impact of imports on the domestic industry.--There are strong indications

that the condition of the domestic industry is deteriorating. 24/ From 1978
to 1980, U.S. producers' shipments of steel wire nails decreased by 18
percent. 25/ During the same period, U.S. producers' utilization of
productive capacity decreased irregularly from 75 percent to 70 percent. 26/
As a result of the declining production and shipments, the number of workers
engaged in the production of steel wire nails declined by 21 percent during
this period.

Profit-and-loss data submitted to the Commission reveal a steady decline
in the profitability of the domestic industry. Of the 14 firms reporting

profit-and-loss data, 2 reported losses at the gross profit level in 1978 and

23/ staff report at A-36, table 23.

24/ Vice Chairman Calhoun is of the view, consistent with the legislative
history, that such a circumstance makes the domestic industry more vulnerable
to the adverse effects of LTFV imports than would be the case if construction
levels were nearer to normal.

gi/ Id. at A-19.

26/ Staff report at A-18.
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8 reported such losses in 1980. 27/ Since 1979, seven U.S. nail producing

plants have closed or have filed for reorganization under chapter 11 of the

Federal Bankruptcy Act.

The distressed condition of the U.S. nail producers described above can,
in part, be attributed to declining housing starts. In addition, the entry of
new and efficient U.S. producers has created problems for the industry, and
especially for the older production facilities, since a larger number of firms
are competing in a shrinking market. Nevertheless, we conclude that there is
a reasonable indication that the large and increasing volume of low-priced

imports from Korea materially exacerbates this condition.

Reasonable indication of threat of material injury. 28/

Noting the large volume and market penetration of imports from Korea, the
recent spurt in their volume, and the export orientation of the Korean
industry, Commissioner Stern also finds that the domestic industry is

threatened with material injury. 29/

27/ Staff report at A-26, table 16.

28/ Vice Chairman Calhoun, in voting material injury or threat, does not
mean to suggest having difficulty deciding between the two. In his view,
except in unusual circumstances, data collected in preliminary investigations
are not normally suitable for use in reaching especially precise conclusions
such as whether injury is threatened or is extant. Nor, in his view, is such
precision required. Consequently, in most preliminary investigations his vote
is in the alternative pending more definitive data from the final
investigation.

29/ Chairman Alberger and Commissioner Bedell determine that an industry in
the United States is materially injured by reason of imports from Korea of

steel wire nails which are possibly being sold in the United States at less
than fair value.

10
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Conclusion
On the basis of the best information available at this time, we find that
there is a reasonable indication of material injury, or threat thereof 30/ to
the domestic industry by reason of imports of possibly dumped steel wire nails
from Korea, and therefore, that this proceeding should continue. In addition,
we find that there is no reasonable indication of material injury, or threat
thereof to the domestic industry by reason of imports of possibly dumped steel

wire nails from Yugoslavia.

30/ Material retardation of the establishment of an industry is not an issue.
Chairman Alberger and Commissioner Bedell determine only that there is a

reasonable indication of material injury.

11
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ADDITIONAL VIEWS OF CHAIRMAN ALBERGER

While the differentiation of like products according to nail coating
is still valid on the facts of this preliminary investigation and the Commission's
prior investigation (Inv. 731-TA-26), I believe a word of caution regarding
our industry analysis is appropriate. There are indications from the present
record that the seemingly endless number of combinations of nail coatings,
heads, points, and shanks may make this case an appropriate one for applica-
tion of the "continuum" principle at the final stage. This principle, articu-
lated in my views in Certain Portable Electric Nibblers, Inv. 731-TA-35,
simply holds that for the purpose of establishing the relevant class of
domestié producers under Section 771(4)(A) of the Tariff Act, the '"like

product" may be defined to include a continuum of slightly distinguishable

products among which no clear dividing lines can be drawn. In other words,
it may be appropriate to define the like product as all steel wire nails,
and therefore to consider profits, production, employment, and sales data
for the U.S. nails industry as a whole. Such a definition of like product
would not alter this determination or our prior ruling on Korean wire nails
for two reasons. First, the Commission was compelled in both of these cases
to examine data for U.S. nails manufacturers as a whole, rather than for
each category of like products, because of the lack of separable data and
the requirements of Section 771(7). Second, the fact that we define a
particular class (i.e. all nails manufacturers) as the relevant industry
under Section 771(4)(A), and therefore base our injury finding on aggregate

data for that industry, does not preclude us from considering the implications

of competitive relationships among various subcategories within that class.
In the prior determination on Korean wire nails, for example, the Commission

noted .that: 12
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"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. . . . Thus we do not find a causal relationship
between the LTFV imports and any restraint on the upward movement of prices
for nails."

In other words, the Commission took cognizance of competitive relation-
ships between different categories of nails even though the industry we
were examining included the entire U.S. nails sector. There may be different
demand factors at play within a particular like product category, because
each customer requires a slightly different nail to meet its particular needs
and specifications.- Since the possible combinations of lengths, points, shanks,
and coatings may be almost infinite, this could lead to a perplexing dilemma
for the Commission. On the one hand, it may prove impossible to divide the
entire nails manufacturing sector into rational industry groupings because
of the continuum problem. On the other hand, anyone in the industry will
tell you that different nails have different uses and constitute different
competitive submarkets. Under these circumstances, the only logical approach
would be to accept for the purposes of Section 771(4)(A) that the domestic
industry consists of all nails production in the United States, but then to
consider any reliable information which suggests that our examination of
injury and causation should be affected by variations in the type and size
of nail. If information presented in our final investigation compels this
conclusion, I would thus be forced to change my analysis regarding the like
product. In the interim, I believe the present subdivision according to the

seven different nail coatings is adequate.

13
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A-1

INFORMATION DEVELOPED IN THE INVESTIGATIONS
Introduction

On July 2, 1981, the U.S. International Trade Commission received advice
from the U.S. Department of Commerce that it was initiating antidumping
investigations concerning imports of certain steel wire nails from Japan, the .
Republic of Korea, and Yugoslavia. 1/ Accordingly, on July 2, 1981, the
Commission instituted preliminary antidumping investigations 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 Japan, the Republic of Korea, and Yugoslavia of steel
wire nails, provided for in items 646.25 and 646.26 of the Tariff Schedules of
the United States (TSUS), which are possibly sold in the United States at less
than fair value (LTFV). By statute the Commission must render its
determinations within 45 days of its receipt of advice from Commerce--in this
case by August 17, 1981.

In connection with these investigations, a public conference was held in
Washington, D.C. on July 23, 1981. 2/ Notice of the institution of the
investigations and of the public conference was given by posting copies of the
notice at the Office of the Secretary, U.S. International Trade Commission,
Washington, D.C., and by publishing the notice in the Federal Register on July
8, 1981 (46 F.R. 35394). 3/

Commerce initiated these investigations on its own accord pursuant to
information developed under the Trigger Price Mechanism (TPM). This
information indicated that significant sales of steel wire nails were being
made at less than the relevant trigger price. Commerce's notices of
investigations were published in the Federal Register of July 2, 1981
(46 F.R. 34613). 4/

On August 11, 1981, Commerce advised the Commission that it was
terminating its investigation concerning imports from Japan because sales
below trigger prices ceased substantially prior to the initiation of the
investigation and because Commerce received assurances from the Japanese
manufacturers that all sales of the product for a two year period will be at
prices at or above the relevant trigger price. Accordingly, the Commission
terminated its investigation concerning these products on August 14, 1981. 5/

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

g/ A list of witnesses appearing at the conference is presented in app. B.

3/ A copy of Commission's notice is presented in app. C.

4/ Copies of Commerce's Federal Register notices are presented in app. D.

5/ Copies of Commerce's letter of notification to the Commission, its
Federal Register notice, and the Commission's notice of termination are
published in app. E.
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Previous Investigations Concerning Nails l/

In an antidumping investigation completed in August 1980, the Commission
determined (Commissioners Moore and Bedell dissenting) that an industry in the
United States was not materially injured and was not threatened with material
injury, and the establishment of an industry in the United States was not
materially retarded, by reason of imports of certain steel wire nails from
Korea, provided for in items 646.25 and 646.26 of the TSUS, which were covered
by the Commerce determination of sales at LTFV. Counsel for Armco Inc. and
CF & I Steel Corp. has appealed this determination to the U.S. Court of
International Trade (Armco Inc. and CF & I Steel Corp. v. U.S., No.
80-9-01435).

In February 1979 the Commission unanimously determined (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, 1921, as amended.

The Product

The imported products included within the scope of these investigations
are nails 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 description of
nails, including figures showing a variety of heads, shanks, points, and
finishes, is presented in appendix F. An indication of the variety of nails
can be seen in figure 1. U.S. producers manufacture nails which are identical
to the imported nails.

Manufacturing process

Metal nails were originally hand formed on anvils from special ironm bars
called nail rods. In colonial America, nearly every village contained a forge
and related nail-making equipment, and nails were often used instead of
currency 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 industry. 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.

1/ These past investigations concerned certain brads, tacks, staples, and
spikes, as well as certain nails.
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Figure 1.--Types of steel wire nails.

Common nail (flat head, diamond point)=-----—-- _

Finishing nail (cupped brad head, diamond

point) —_— [==rrrrr -
Flooring nail (casing head, blunt point)----—- _

Pinning nail (flat head, needle point)

Roofing nail (large fiat head, barbed q
shank, diamond point)---------—- Hﬂwm}
Scaffpld nail (doﬁble head, diamond point)--- mwm

Hinge nail (flat countersunk head, chisel

| N
point) M
Hinge nail (oval head, chisel point)—-——————- %’
Shade roller pin (projection head, diamond
point) W

Dowel pin (headless, barbed shank, diamond

point) >

Pallet nail (flat head, screw shank,
diamond point)--- =S SSSSSISN

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

——

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

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

In some cases, production rates of rebuilt machines, which incorporated
these technological developments, have nearly doubled. Rebuilt machines can
reach production 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
cost of a complete rebuild is approximately two-thirds that of purchasing a
new machine.

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

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

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

Feeding--After the head is formed, the hammer moves
away from the die, and the die opens up and allows the
feed mechanism to push the wire, with a nail head on the
end the correct distance through the die to give a nail of
the length required. The feeding mechanism is driven by
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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.
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 from the next
nail, the wire being pinched during this stroke. The
finished nails drop into a pan placed on the floor beneath
this mechanism.

Finishing Common Nails--The nails in these pans are
collected and placed in a tumbler, care being taken to
have nails of only one kind in the tumbler at a time in
order to avoid mixing. Into 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
collected 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.
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Nail finishes

Various coatings are applied to nails to improve their holding ability or
to prevent rust and corrosion, or both. Common coating materials include
zinc (galvanized nails), cement, and vinyl. Nails are galvanized with a zinc
coating to prevent rust and corrosion. There are two methods commonly used to
galvanize nails--electrogalvanizing and hot-galvanizing. Electrogalvanizing
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 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, forming a bond
with the wood. Vinyl-coated nails are coated by immersing or tumbling
chemically cleaned and dried nails in a thermo-plastic material, PVC lacquer.
This coating makes the nails easier to drive and, according to some soures,
promotes greater adherence to the wood.

The hot-galvanized and cement-coated nails are produced extensively in
the United States. The vinyl-coated and electrogalvanized nails were not
produced in commercial quantities in this country until 1979. According to
information received from counsel for the Korean producers, approximately 31
percent of the nail imports from Korea during January-June 1981 were
electrogalvanized. 1In 1980, 1.6 percent of the nails produced in the United
States were electrogalvanized.

Although the hot-galvanized and electrogalvanized nails are often used
interchangeably, there are instances in which one nail is preferred over the
other. In the course of this investigation and previous investigations
concerning nails, the staff discussed the differences between hot-galvanized
and electrogalvanized nails with several nail customers. It was generally
agreed that the hot-galvanizing process produced a 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 Nevada. There were indications, however, that there
are situations in which the greater corrosion resistance of the hot-galvanized
nail is not required and that the less expensive electrogalvanized 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. Thus, in this instance, the electrogalvanized nail performs as
well as the hot-galvanized. In addition, there are indications that since the
electrogalvanized nails are smoother, they are not as rough on the hands.
Several firms indicated that they carry both nails to satisfy the individual
preferences of their customers.

Vinyl-coated nails have been in production since about 1975, when the
nail was developed by Air Nail Corp. in Los Angeles. l/ It 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
and are now reported to be the predominant nail used for this purpose in the

17’Based on information provided in the prehearing statement submitted on
behalf of the Korean Metal Industry Cooperative, May 1980.
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west. These nails are imported in large quantities from Korea, partly because
until late 1978 there was little domestic production of this product. Use of
vinyl-coated nails is presently concentrated on the west coast; however, it is
anticipated that demand for these nails will increase significantly. Two new
producers have recently begun production of vinyl-coated nails on the west
coast. These producers reportedly have the capacity to meet demand. l/

Production of cement-coated nails by western producers rose from 1977 to
1978 and dropped sharply in 1979 and 1980, when one producer discontinued
manufacturing them. This decline in cement-coated production coincides with
the increased supply of domestically produced vinyl-coated nails in the area.

U.S. Tariff Treatment

Imports of steel wire nails are classifiable under three TSUS items
depending primarily on size. The nails under consideration in these
investigations enter under items 6546.25 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
TSUS items is 0.5 percent ad valorem, and the column 2 rates of duty 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 these investigations.

Steel wire nails classified in items 646.25 and 646.26 are not eligible
articles for purposes of duty-free treatment under the Generalized System of
Preferences. The present rates of duty for these two items were established
during the Tokyo round of trade negotiations and became effective January 1,
1980. These rates are not scheduled to be staged any lower at the present
time. The rate of duty for item 646.25 was 0.5 cent a pound from January 1,
1948 to December 31, 1979. The rate of duty for item 646.26 was 0.1 cent per
pound from January 1, 1971 to December 31, 1979.

Commerce's Trigger Price Investigation

On December 6, 1977, the President approved implementation by Treasury of
a TPM to monitor import prices of steel mill products. Responsibility for
administering the TPM was transferred to Commerce on January 2, 1980. The TPM
was suspended in March 1980 in response to the filing of antidumping petitions
by U.S. Steel Corp. relating to certain carbon steel products from European
countries. On October 8, 1980, following the withdrawal of the antidumping

1/ Based on testimony by Mr. Abe Sacks at a hearing before the Commission on
July 9, 1980. - AT
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complaints, Commerce reinstated the TPM. Production costs of steel mill
products in Japan, deemed to be the most efficient producer in the world, form
the basis of the trigger prices. Imports priced below trigger prices are
considered potential sales at LTFV. If substantial quantities of steel mill
products enter the United States below the applicable trigger price, an
antidumping investigation could be "triggered" by Commerce on its own motion.

Commerce recognizes that certain foreign manufacturers and exporters can
produce and export steel to the United States at prices below trigger prices
but which are nonetheless at fair value. On November 24, 1980, Commerce
established a procedure by which these firms can avoid the risk of a TPM
initiated antidumping investigation by requesting preclearance and cooperating
with Commerce's preclearance review of production costs and pricing
practices. 1/ A list of firms requesting preclearance to import nails below
trigger prices is presented in table 1.

Table l.--Firms requesting preclearance to import steel wire nails
below trigger prices, as of July 28, 1980

Item Country

Requests pending:

Titan Steel & Wire Co., Ltd —_—— Canada

Universal, FTE Poland

Productos de Acero - Mexico
Requests granted:

Ivaco Rolling Mills Canada

The Steel Co. of Canada, Ltd Canada

Source: Compiled from data submitted by the U.S. Department of Commerce.

Counsel for the Korean producers requested preclearance treatment for
nails in April 1981. Commerce, however, rejected this request because it
determined that significant sales of Korean-produced nails at prices below
trigger prices warranted the initiation of an antidumping investigation.
Counsel stated that he did not file for preclearance until April 1981 because
he was awaiting the outcome of his request to Commerce to remove nails from
the TPM.

On October 21, 1980, Commerce gave notice in the Federal Register
(45 F.R. 69527) that it had received a request to delete steel wire nails from
trigger-price coverage. Parties requesting the deletion argued that the
Commission's August 1980 decision on steel wire nails constituted a binding
determination that the domestic industry is not vulnerable to potential unfair
trade practices. In its notice of April 8, 1981, denying this request
(46 F.R. 21047), Commerce stated that the Commission's determination focused

1/ Notice of this procedure was published in the Federal Register of Nov.
24, 1980 (45 F.R. 77500).
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narrowly on imports of certain Korean producers found to be selling at LTFV.
Consequently, Commerce concluded that "had there been a greater number of LTFV
sales during the relevant period, the ITC decision might well have been
different.” 1In addition, Commerce noted that the Commissioners unanimously
found that "the domestic industry was in a depressed condition.” Thus,
Commerce concluded that to terminate the coverage of nails would be inconsis-
tent with the stated purpose of TPM to constantly monitor a sensitive industry.

In the same notice, Commerce denied a request to delete from the TPM
certain varieties of nails not currently being produced in significant
quantities by domestic producers. Commerce stated that since domestic
producers shift production among individual nail products on a continuing
basis, to temporarily delete certain nails from trigger prices on a
case-by-case basis for potentially short periods of time would be
administratively infeasible.

After having determined that steel nails were properly included in the
TPM, Commerce required that importers continue to supply detailed information
on each customs entry of these nails. This information, collected on Special
Summary of Steel Invoices (SSSI), includes the date and terms of contract
between the buyer and the seller. Commerce's analysis of the information
contained in the SSSI documents indicates that during October 21, 1980,
through March 31, 1981, imports of certain steel wire nails from Japan, Korea,
and Yugoslavia were below the applicable trigger price. Commerce's findings
are summarized in the table 2.

Table 2.-—Certain steel wire nails: U.S. imports from Japan, the Republic of
Korea, and Yugoslavia entered below applicable trigger prices, Oct. 21, 1980-
Mar. 31, 1981

(In percent)

Source f Sales below f Wzig?;ez
ure ‘trigger price’ 8

Ad justed weighted
average margin 1/

ee oo oo oo

margin
Japan----- - : 44 35 : 24
Korea - ~-— : 929 : 35 : 21
Yugoslavia - : 100 : 59 : 45

1/ Data in this column represent Commerce's adjusted calculations which
reflect refinements in its method of estimating the cost of production in
Japan. : :

Source: Compiled from data submitted by the U.S. Department of Commerce.

The U.S. Market

Steel wire nails produced in the United States are generally 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 game
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distribution channels as domestic nails. The distribution channels are not
clear cut, however. Some importers, for example, also purchase nails from
domestic producers and some domestic producers sell directly to retailers.
Several producers also import 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.--Steel wire nails: Estimated shares of U.S. producers' total
shipments, by distances shipped, 1977

(In percent)

Distance shipped ; Share ; Cuﬁﬁi?:ive

Less than 100 miles- -~ - : 20 : 20
100-299 miles - -—= ~—=3 31 : 51
300-499 miles -— -—— : 28 : 79
500-999~——~-—~ ——— - - —— ~- ———= 18 : 97
1,000 miles or more-—--- - : 3: 100
Total————— e e e e e : 100 : -

. .
.

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

Most nails are consumed in the building construction market for purposes
such as joining structural members, assembling millwork, and securing various
materials (e.g., flooring, dry wall, exterior siding, trim, roofing, and
paneling). This market also includes nails consumed by the nonprofessional
user. The remaining nails are consumed in the industrial market (where they
are used in the construction of pallets, boxes, and other containers) and in
the furniture-manufacturing market. Imported and domestically produced nails
of a specific type are generally fungible; few end users are aware of the
producing country.

Within the building construction and industrial segments of the nail
industry 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
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
collating is insignificant compared to the gain in efficiency. Because 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 col-
lating. 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-
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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 U.S. Industry

The U.S. steel wire nail industry consists of two general groups of
producers: (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; smaller firms concentrate production in higher priced nails (e.g, those
having special-purpose heads, shanks, points, or finishes).

In 1980, steel wire nails were manufactured in the United States by as
many as 50 firms, 8 of which are known to be integrated producers. In 1977,
the integrated firms accounted for an estimated two-thirds of total produc-
tion; by 1980 their share had decreased to 59 percent of total production. In
1980, the major producers and their share of production as reported in
questionnaires were * * *, Until recently, production facilities were located
primarly 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 nail
production a more essential aspect of their overall operations and have
accordingly made substantial investments to enhance production capability.

Nine new steel wire nail production facilities have been established
since 1976 (table 4), three of which 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, T1l., and Birmingham, Ala. plants in 1979-1980. In
addition, in 1980, Queen Wire & Nail, Inc. and Penn-Dixie Steel Corp. filed
for reorganization under chapter 11 of the Federal Bankruptcy Act. On April
2, 1981, the Board of Directors of Tree Island, Inc. decided to shut down the
company's nail mill in Carson, Calif. and offer the equipment for sale.

}] 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<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>