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UNITED STATFS INTERNATIONAL TRADE COMMISSION
Washington, D.C.

- Investigation No. 701-TA-14%5 (Preliminary)

CFRTAIN STEFL WIRE NAILS FROM KOREA

Determination

On the tasis of the record 1/ developed in jnvestigaticn No. 701-TA-145
(Preliminary), the Commission determines that there is a reasonable indication
that an industry in the ﬁnited States is materially injured, or is threatened
with material injury 2/ by reason of imports from Korea of steel wire nails 3/
provided for in items 646.25 and 646.26 of the Tariff Schedules of the United

States (TSUS) upon which bounties or grants are allegedly teing paid. 4/

Background

On January 19, 1982, the U.S. International Trade Commission and the
U.S. Department of Commerce received a petition from counsel on tehalf of
Atlantic Steel Co., Florida Wire and Nail Co., New York Wire Mills Corp.,
Virginia Wire and Fatric Co., Tree Island Steel, Inc. and Armco Inc., U.S.

producers of steel wire nails, alleging that they were teing injured by

imports of steel wire nails from Korea upon which tounties or grants are
allegedly being paid. Accordingly, the Commission instituted this preliminary

countervailing duty investigation under section 703(a) of the Tariff Act of

1/ The record is defined in section 207.2(j) of the Commission's Pules of
Practice and Procedure (1¢ CFP 207.2(j)).

2/ Chairman Alterger and Commissioner Frank determire that an industry in
the United States is materially injured by reason of imports from Korea of
steel wire nails provided for in items 646.25 and 646.26 of the Tariff
Schedules of the United States upon which bounties or grants are allegedly
being paid.

3/ For purposes of this investigation, brads, spikes, staples, and tacks are
not included.

4/ PReasonatle indication that the establishment of an industry in the Uniﬁed
States is materially retarded is not an issue in this investigation.



1930 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 estatlishment of an industry in the United States is materially
retarded ty reason of the imports of such merchandise into the United States.
The statute directs that the Commission make its determination within 45 days
of the receipt of such advice or in this case by March 5, 1982.

Notice of the institution of the Commission's investigation and of a
putlic conference to te held in connection therewith was duly given bty posting
copies of the notice in the Office of the Secretary, U.S. International Trade

Comrission, Washington, DC and by publishing the notice in the Federal Pegister

on January 27, 1982 (47 F.P. 38%6). The public conference was held in
Washington, D.C. on Fetruary 12, 1982, and all persons who requested the

opportunity were permitted to appear in person or bty counsel.



VIEWS OF THE COMMISSION
We have found that there is a reasonable indication that a domestic
industry is materially injured or is threatened with material injury 1/ 2/ 3/
by reason of allegedly subsidized imports of certain steel wire nails from
Korea. Our determination in the present case is based on the considerations

set forth below.

Domestic industry

In order to make a determination that there is a reasonable indication
that a domestic industry is materially injured or is threatened with material
injury, we must first define the domestic industry. Section 771(4)(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 constitutes a major proportion of the
total domestic production of that product. A like product is in turn defined
as a product which is like or in the absence of like, most similar in

characteristics and uses with the article under investigation.

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

2/ Chairman Alberger and Commissioner Frank find a reasonable indication of
material injury by reason of these allegedly subsidized imports and therefore
do not reach the issue of reasonable indication of threat of material injury.

3/ Commissioner Frank notes that the Statute and Legislative History require
the Commission in its preliminary determinations in both antidumping and
countervailing duty investigations to exercise only a low threshold test based
upon the best information available to it at the time of such determination
that the facts reasonably indicate that an industry in the United States could
possibly be suffering material injury threat thereof, or material
retardation. H.R. Rept. No. 96-317, 96th Cong., lst Sess., p. 52 (1979).
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For purposes of this preliminary determination we adopt the like product

analysis of our earlier investigations, Certain Steel Wire Nails from Japan,

the Republic of Korea and Yugoslavia ﬁj, and Certain Steel Wire Nails from

Korea. 5/ We find that there are seven like products, which correspond
precisely with each of the seven distinct types of nails being imported, and
are characterized by different nail coatings. These seven like products are
electrogalvanized nails, bright nails, vinyl-coated, cement-coated,

hot-galvanized, phosphate-coated and blued-nails.

There are approximately 50 U.S. firms which manufacture some or all of
these seven categories of steel wire nails. It has been suggested that there
are other classifications of nails which may be appropriate for purposes of
defining the domestic industry or that a continuum principle ﬁ/ be applied.
The continuum principle applies when the like product candidates consist of a
group of products only slightly distinguishable from each other and where no
clear dividing lines can be drawn based on characteristics and uses. While we
do not adopt such an analysis here, we do not preclude the use of such an
analysis in a final determination. No matter what approach is used, the end
result in this preliminary investigation would be identical due to the limited
data which we have been able to collect. When data on separate like products
are unavailable, the effect of the dumped imports must be assessed in terms of
the narrowest group of products for which information is available. 7/ This

has been the case in the two prior investigations on certain steel wire nails

4/ USITC investigation Nos. 731-TA-45, 46 and 47 (Preliminary), USITC Pub.
No. 1175.

5/ USITC investigation No. 731-TA-26 (Final), USITC Pub. No. 1088.

6/ USITC investigation No. 731-TA-30 (Preliminary), USITC Pub. No. 1196
Stainless Clad Steel Plate from Japan.

7/ 19 U.S.C. 1677(4)(D) (Supp III 1980).
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from Kbrea.‘§/ The narrowest group we can analyze then is the producers of
one or more of the seven like products. This is, therefore, the production
against which we assess the impact of allegedly subsidized imports of nails
from Korea. 2/

In this preliminary determination, we find a reasonable indication of
material injury or threat of material injury on a national basis. We
therefore do not make a determination on a regional industry basis at this
time. . This does not preclude use of the regional industry analysis in the

final investigation.

Reasonable indication of material injury

In'making‘a determination of whether there is a reasonable indication of
material injury to the domestic industry by reason of imports of the allegedly

subsidized product, we are required by statute to consider among other

8/ Commissioners Frank and Eckes did not participate in these investigations.
9/ Commissioner Frank believes the Statute and Legislative History with
regard to Section 771(4) of the Tariff Act of 1930 as amended by Section 101
of the Trade Agreements Act of 1979 is clear that this analytical approach,
used when separate identification of relevant economic factors and other data
on separate like products is not available in determining effects of
subsidized or less-than-fair-value imports, is to be deployed in a careful
well-reasoned fashion to satisfy the requirement of the Statute of defining
the domestic industry. The Act mandates an examination of the impact of
alleged unfairly traded imports on the domestic producers comprising the
domestic industry. However, he recognizes the Statute and Legislative History
provide for this approach to be applied to assess the impact of the imports
"+ « . as they relate to the production of the narrowest group or range of
products which includes the like product and for which available data permits
separate consideration.” (Emphasis added.) But it is important to keep in
mind this aproach is part of an overall framework of criteria set forth to
satisfy the requirement of defining the domestic industry. (See 19 U.S.C.
1677(4)(D); Report of the Senate Committee on Finance on H.R. 4537, »p.
82-84.) Commissioner Frank therefore determines that the domestic industry
consists of the producers of one or more of the like products. This industry
determination is consistent with that rendered by the Commission in Inv. No.
731-TA-46 and 47 (Preliminary) Certain Steel Wire Nails From the Republic of
Korea and Yugoslavia (USITC Pub. 1175, Aug 1981), and he believes such an
industry determination needs to he explicitly set forth here. 5
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relevant factors the volume of imports, the impact of the imports on domestic

prices, and the consequent impact on the domestic industry. 19/

Volume of imports—-

The volume of steel wire nails imported from Korea into the United States
has increased irregularly from 1973 through 1981. These imports increased
from 1,000 short tons or less than 0.5 percent of apparent domestic
consumption in 1973 to 109,000 short tons or 12 percent of consumption in
1978. The volume of imports declined, however, to 92,000 short tons in 1979
with an additional drop to 76,000 short tons in 1980. Although the absolute
volume of imports declined from 1979 to 1980, imports from Korea as a percent
of consumption remained stable at 11 percent as consumption declined sharply
in these years. 1In 198l, however, the volume of imports of steel wire nails
from Korea increased to 115,000 short tons, an increase of 51 percent over
1980, while U.S. consumption continued to drop. Thus, imports from Korea as a

percent of U.S. consumption increased to 19 percent in 1981.

Ef fect of imports on prices.--U.S. producers have alleged that Korean
nails are the price leaders in the U.S. market and that there has been
"destructive" price cutting in an effort to maintain sales. 11/ The
information gathered in this preliminary investigation provides support for
this allegation. Since the second quarter of 1979, imported steel wire nails
of the one type for which data were gathered lg/ have undersold the domestic
product by weighted average margins ranging from 0.4 percent (July-December

1981), to 6.9 percent (January-March 1980). }g/

10/ 19 v.s.c. § 1671.

11/ Conference Feb. 12, 1982, p. 8.

12/ Of the seven categories of nails in this investigation, 16-bright penny
nails are the most commonly produced by t};«- domestic producers.

13/ staff report p. A-26.
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The margin of underselling dropped to its lowest level in almost two
years in July-September of 1981, which was shortly after the initiation of the

preliminary dumping investigation of Steel Wire Nails from Japan, the Republic

of Korea and Yugoslavia, Inv. Nos. 731-TA-45, 46 and 47 (Preliminary). 14/

In addition, the price of the Korean nails has actually declined from
January-March 1979 to October—-December 198l. This decline occurred at a time
when the trigger price index for nails increased by 10 percent and the Bureau
of Labor Statistics indexed price for nails increased by 31 percent.

There is a clear indication that there are price suppressing factors at
work in the market. The imported product has been underselling the domestic
product in every quarter since April of 1979. The price of the
domestically-produced nail increased at a slower rate than did the producer
price index for nails. At the same time, the price of the Korean nails
actually decreased slightly during the period for which data were collected.
As pointed out in prior investigations on nails, suppliers of steel wire nails
regard price as the most important competitive sales factor. 15/ Although our
data are not complete at this time, these preliminary indications of price
suppression or depression merit further investigation.

Impact of imports on the domestic industry. 16/--While the condition of

the domestic industry deteriorated from 1979-81, Korean market penetration

increased from 11 percent to 19 percent during this same period. DNomestic

14/ USITC investigation Nos. 731-TA-45, 46, and 47 (Preliminary), USITC Pub.
No. 1175.

15/ Report, A-25.

EEY Vice Chairman Calhoun and Commissioner Stern note that there are also
several non-import related problems faced by the domestic nail industry at
this time, including the decline in housing starts and over—capacity problems
created by a number of new producers which have entered the market in a short
period of time. See 19 C.F.R. 207.27.
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production of steel wire nails declined by 76,000 pounds or 27 percent and
shipments followed a similarly declining trend. The ratio of inventories to
production increased steadily throughout the period while the ratio of
production to capacity declined from 52 percent in 1979 to 48 percent in
1981. The average number of employees declined from 1,946 workers in 1979 to
1,300 workers in 1981, a drop of 33 percent.

Furthermore, profit and loss information submitted to the Commission
reveals a declining trend from 1979 to 198l. Of the 15 firms supplying
profit-and-loss information, rep:esenting 96 percent of reported production in
1981, four firms reported losses in 1979, and seven in 1980. 1In 1981, five
firms reported losses and overall gross profit for the 15 firms had declined.
In addition, eight U.S. nail producing plants have closed or have filed for

reorganization under Chapter 11 of the Federal Bankruptcy Act,

since 1979. 17/ 18/

Reasonable indication of threat of material injury

In 1981 the volume and market penetration of exports from Korea increased
substantially over 1980. The volume of imports increased from 76,000 tons in

1980 to 115,000 tons in 1981 or by 52 percent. Market penetration increased

17/ Commissioner Frank notes that data on general, selling, and
administrative expenses were not collected. Had such data been collected, it
is possible that more firms would have shown losses in 1980 and 1981.

l§] Commissioner Frank notes that, although data in this regard is
incomplete to draw any definitive determination, there is some indication that
the domestic industry having operations in the ten-state Western Region as
disclosed in the Report may be experiencing even greater economic distress,
and suggests in a final investigation, should one be conducted, more data be
obtained both on imports and domestic industry and related economic factors
pertinent to this region. This in no way obviates his determinations in the
present preliminary investigation on a national industry basis, nor does he
believe necessarily a regional analysis approach is mandatory in a final
investigation; rather, he believes such data in a final investigation may be
helpful to the Commission in its deliberations in the context of whatever
industry approach is deemed to be appropriate at that time.
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from 11 percent in 1980 to 19 percent in 198l1. This is an indication of
Korea's ability to increase exports to the United States in a short period of
time. Consequently, we find that there is a reasonable indication that the

domestic industry is threatened with material injury. lg/

Motion to dismiss petition

A motion was made at the conference by counsel for the Korean Metal
Industry to dismiss the petition for failure to comply with statutory and
regulatory requirements. We have denied this motion because, in our view, we
are without authority to rule on the sufficiency of petitions. Reliance on
Commission rule 207.11 (19 CFR 207.11) in this regard is, therefore, misplaced.

Congress has given the administering authority, (Department of Commerce)
not the Commission, the power to determine the sufficiency of petitions.
Section 702(c) is clear on this matter:

within 20 days after the date on which a petition is filed

under subsection (b), the administering authority
shall--(emphasis added)

(1) determine whether the petition alleges the
elements necessary for the imposition of a duty under
section 701(a) and contains information reasonably
available to the petitioner supporting the
allegations,

Those who believe that a petition does not present injury data reasonably
available to the petitioner may request that the Commission raise the question
of sufficiency of the petition with the administering authority prior to
initiation by the administering authority. 20/ In the past, the Commission

has given advice to Commerce concerning the sufficiency of a petition. 1In

Latchet Hook Kits from the United Kingdom, 21/ the Commerce Department did

19/ see fn. 2.

_2__];/ F.R. VO. 45’ NO- 239, MCO 10, 1980. 9
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dismiss an antidumping petition based upon such advice. However, in that
case, advice from the Commission was submitted prior to initiation by the
administering authority and before the expiration of the 20-day period.

Furthermore, in relying on Commission rule 207.11 as the basis for
dismissal by the Commission, counsel has misinterpreted the purpose for this
provision. Rule 207.11 simply establishes the responsibility of petitioners
to present the kind of data the Commission uses for reaching determinatioﬁs
under section 70l. 22/ To this extent, then, the rule establishes the terms
under which tﬁe Commission can assess whether petitioners have met their
burden of coming forward with information reasonably available. gé/

Counsel for the Korean Metal Industry raised the question as to whether
the standards of rule 207.11 are satisfied by data which are severai ﬁonths
old and has been updated by the petitioner in only a limited fashion. We will

not consider this issue because it was not raised within the 20-day deadline.

_gg/ Rule 207.11 incorporates by reference from rule 207.26 an illustrative
list of facts on which reasonably available data shall be submitted to
facilitate the Commission's assessment of existence of a "reasonable
indication of material injury.”

gé/ Senate Committee on Finance, Trade Agreements Act of 1979, S. Rept. No.
96~-249, 96th Cong. lst. Sess. 1979, p. 66; House Committee on Finance, Trade
Agreements Act of 1979, H.R. No. 96-153, 96th Cong. lsts Sess. 1979, p. 60;
Inv. No. 731-TA-04, Countertop Micro-Wave Ovens from Japan, p. 5.

10
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ADDITLONAL VIEWS OF COMMISSIONER PAULA STERN

Causation in Countervailing Duty Cases

A very important qdestion has been raised in this investigation
as to what the Commission shoﬁld look to in determining causation in
countérvailing duty cases. Discussion has focused on two interpreta-
tions of the phrase, '"the effects of the subsidized imports'": 1/

(1) judging the full impact of the subject imports, which happen to
benefit from a subsidy: and (2) judging the effects of the subsidy in

causing the injury through the subject imports.

The conceptual difference between these two approaches cannot be
underestimated. The first alternative would attach no weight to
whether the subsidy was 0.5 percent or 50 percent. Ahy imports bene-
fitting from a subsidy -- no matter how insignificant -- would be equally
tainted for purposes of causality analysis under the first formulation.
By contrast, the second formulation would require the causality analysis
to trace, to whatever extent possible, the acgual effects of the subsi-
dies on the domestic industry.

The statute in section 771(7)(C)(ii) mandates that the Commission
éonsider certain factors in "evaluating the effect of imports of such
merchandise." But how these factors should be evaluated is not

explicit in this phrase. I believe that the statute, the legislative

1/ E.g.,section 771(4)(D) uses this phrase.

11
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history, and the relevant international agreements taken together
clearly demonstrate that the second alternative is the proper basis
for assessing causality in the Commission's countervailing duty in-
vestigations and is true to the intended meaning of the phrase "the effects
of the subsidized imports."

A review of the drafting of the Subsidies Code contains direction
on what should be used to determine causation for material injury.
According to Rivers and Greenwald, two American negotiators of the
codes on the effects language,

[t]he language finally agreed upon provided that:

"[i]t must be demonstrated that subsidized imports

are, through the effects of the subsidy, causing:

injury within the meaning of this Agreement." 2/

The Director-General of GATT in April of 1979 described the negotia-
tions at the Tokyo Round on this same issue:

Many participants took the firm position that . . .

[t]he existence of a significant material injury

must be proven and the causal link between injury

and the particular subsidy established. 3/

Most importantly, the Senate Finance Committee's "Report on the Trade

Agreements Act'" directs the Commission to continue to look to the effects

of the net subsidy in its determinations:

2/  Richard Rivers and John Greenwald, The Negotiation of a Code on
Subsidies and Countervailing Measures: Bridging Fundamental Policy
Differences, 11 L. & Pol'y Int'l Bus. 1447, 1457 (1979).

3/ Director-General of GATT, the Tokyo Round of Multilateral Trade
Negotiations 59. See also U.S. Office of Special Trade Representative,
Background Papers on MIN, Subsidies and Countervailing Duties (May 2,
1979).

12
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In determining whether injury is "by reason of"
subsidized imports, the ITC now looks at the effects
of such imports on the domestic industry. The ITC
investigates the conditions of trade and competition
and the general condition and structure of the rele-
vant industry. It also considers, among other factors,
the quantity, nature, and rate of importation of the
imports subject to the investigation, and how the effects
of the net bounty or grant relate to the injury, if any,
to the domestic industry. Current ITC practice with
respect to which imports will be considered in determining
the impact on the U.S. industry is continued under the
bill. (Emphasis added) 4/

The '"by reason of imports" language of the Trade Agreements Act 5/
tracks similar language in the Antidumping Act, 1921. The Commission's
longstanding practice under the 1921 Act was to link the dumping margin
to the injufy. This precedent was repeated in the first countervailing
duty investigation conducted by the Commission under section 303(b) of
the Tariff Act. 6/ When the net subsidy accounted for only a small
portion of the margin of underselling, the Commission reasoned in general
that the injury could not be remedied by a countervailing duty and found
in the‘negative.

In preliminary investigations the Commission is usually unable to
assess precisely the effects of the subsidy because at this stage the exact

subsidy margin is unknown. Z/ Thus, in judging causation in a preliminary

4/ Senate Comm. on Finance, Trade Agreements Act of 1979 S. Rept. No.
96-249, 96th Cong., lst Sess. (1979) (hereinafter cited as Senate Report).

5/ 19 U.S.C. § 1671(b).

6/ Certain Zoris from the Republic of China (Taiwan), Inv. No. 303-TA-1,
USITC Pub. No. 787 (1976).

7/ The only available information on margins usually consists of al-

legations by the petitioner. -
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case, the focus is of necessity on the subject imports without sub-
stantial analysis of the alleged subsidy. 8/ If this case returns
for a final investigation, the Commissioﬁ will Have the'benefit of
the final subsidy margin from Comﬁerce and, as usual, I will take

another look at causation. 9/

8/ In Hot-Rolled Carbon Steel Sheet from France, Inv. No. 701-TA-85
(Preliminary), USITC Pub. No. 1206, January 1982, I did analyze sub-
sidy information in coming to the conclusion that "[t]here is no reason-
able basis for denying the potential impact such subsidies could be
having . . . ." However, that case was initiated by Commerce, which

is responsible for determining the exitent of subsidies.  The informa-
tion provided by Commerce was a good deal more substantial than
allegations by an interested party. See "Views of Commissioner Paula
Stern," at 27.

9/ There is a dumping investigation (731-TA-46) underway on the same
products that we are considering in this investigation. If Commerce
finds a preliminary subsidy margin, bond would be posted. However,
there would be no adjustment of the dumping margin. If a final subsidy
is found, an adjustment of the dumping margin will be made by Customs
as directed by the Department of Commerce. Thus, there are potential
problems in the bonding process over which the Commission has little
control.

14
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ADDITIONAL VIEWS OF VICE CHAIRMAN MICHAEL J. CALHOUN

In her additional views, Commissioner Stern raises an issue which has
rather significant implications for the way in which we reach our deter-
minations under Title VII of the Trade Agreements Act of 1979. It is my
view that this issue was not pertinent to our findings in this investi-
gation.and need not necessarily be relevant in reaching a determination
in the final investigation. However, since the issue has been aired and
to the extent Commissioner Stern suggests that Title VII requires us in
each case to establish a causal relationship between the actual subsidy
(or the LTFV margin in dumping cases for that matter) and material
injury, I wish to offer an additional perspective.

As a matter of policy underlying the discharge of our responsibilities
in countervailing duty and antidumping cases, the notion that Title VII
requires us to trace a specific subsidy (or LTFV margin) through to a
particular quantum of harm, though posing practical difficulties, has a
certain appeal. If the impact of Title VII is to remedy harm associated
with specific subsidized products (or products sold at LTFV) it is certainly
sound to expect that a finding resulting in the imposition of remedy for
that behaviof ouéht‘to be based upon a showing that such behavior actually
caﬁsed the requisite measure of harm. In this regard, provisions in the
GATT Code and in the literature related to it may well establish that the

relevant Code provisions are premised on this policy.

15
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The merits of this policy notwithstanding, the problem for me is that
the plain language of Title VII is unambiguous in requiring of us a
somewhat different approach than that alluded to by Cpmmissioper Stern.
Section 701(a), providing for the general rule under which countervailing
duties shall be imposed, establishes that the ITC shall determine whéther
a domestic industry is materially injured, threatened with material injury,l_
or whether the establishment of a domestic indust;y ?s materially retarded

"by reason of imports of that merchandise". Section 703(a), providing

for preliminary determinations, establishes that we shall find material

injury, etc., "by reason of imports of the merchandise which is the

subject of the investigation...."

Section 705(b), providing for final
determinations, establishes that material injury must be caused 'by

reason of imports of merchandise with respect to which the administering

authority has made an affirmative determination...."

Provisions relating
to dumping investigations, in relevant part,luse‘iden;ical 1gnguage.

In each of these directory provisions, statutory language does not o
compel us to establish a nexus between material injury and #he subsidy
(or.LTFV margin) found by Commerce. Nor is. the statute unclear in what
it does require. Rather, in each provision the 1anguagevp1§in1y directs
that the appropriate causal relationship is between harm and the importsy
which are under investigation. Moreover, section 7?1(7), which details
the factors we are to consider in reaching a dete;mination on the question
of material injury establishes a nexus standard which is completely consistent.
In each of the subparagraphs addressing the specific factors for us to

consider, the language, without fail, directs us to relate the effect of

the enumerated factors to "imports of merchandise."
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It has always been my understanding that where the language of the
statute is plain and unambiguous on its face, reference to interpretative
aids is inappropriate. Thus, neither the writings of former GATT negotia-
tors and officials nor language in the legislative history are appropriate
sources for attributing meaning to words used in the statute which are
not confusing. Furthermore, there is no mandate that Title VII has to
be consistent with the GATT Code. In this connection, section 3(a) of
the Trade Agreements Act of 1979 specifically provides that provisions of
trade agreements which conflict with any statute of the United States
shall not be giQen effect.

In addition, even though irrelevant because there 1is no‘statutory
ambiguity, the Senate Report language relied upon by Commissioner Stern
is not the least bit compelling as support for what I understand to be
her construction of the statute. That language simply observes that in
determining causality we consider, among other enumerated and unenumerated
factors, how the effect of the subsidy (or LTFV margin) relates to the
injury. Nothing in this report or the House report declares or suggests
that a determination of material injury ought to be based upon a tracing
of specific subsidies (or LTFV margins) through to a specific quantum of
injury.

The Senate language relied upon simply recognizes the obvious, that
in establishing a nexus between material harm and subsidized imports the
strongest case for causality arises when the effect of a subsidy can, in
fact, be tied to a measure of harm. Because causality is so strongly

established in such a circumstance, it is not surprising that the Senate
17
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language would observe with approval that such a nexus has been considered
by us in the past. To be sure, in establishing causality the relation
between a particular proscribed practice and material harm ought to be a
consideration of the first order. But an observation by one branch of
Congress that we do consider this matter in our assessment of causality
is a far cry from estabiishing that the intent of the Congress is that a
material injury determination shall rely upon such a tracing. Further,
it should not go unnoted that the cited Senate language also observes, at
the very outset, that in establishing "by reason of" the ITC looks at
"the effect of such imports...."

There is a sound and unoffensive reason for the statutory scheme
under Title VII expressly requiring only that imports and not subsidy (or
LTFV margin) be the cause of material injury. First, Title VII is not
punitive, it is a limited remedy statute. Under the scheme, the amount
of the advantage enjoyed by the imports is offset by a corresponding
duty. Imports are still permitted full access to the U.S. market. It
would seem somewhat self-defeating to make this rathervresirained remedy.
contingent upon a detailed tracking of these sometimes narrow practices
through the complexities of the manufacturing, pricing and marketing
patterns of foreign producers to an impact in the U.S. market. In light
of the statutory detail under section 771, if such a substantial investigative
undertaking were intended to be the cornerstone of causality under Title

VII, certainly Congress would have been equally explicit in delineating

the standards for applying it.
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Second, the system provided for in the language of the statute
affords a'rather simple rémediai format. Once imports are found to enjoy
a subsidy (or LTFVAmargin) and we determine whether their presence is
materiaily injuring a domestic iﬁdust;y; just the extent of their
proscribed advantage is offset. Byvpérmitting us to relate the impact of
the imports rathervthan trace the specific advantage they enjoy to a
measure of harm, Congress.hasiébvigted the need in every case for close
and detailed analysis‘of the nature and operation of a specific foreign
practice and for foxiowing its effects through the marketplace. Avoiding
such an invéstigation is a.major simplification that goes not just to
administrative ease, bp; also implicates the extént to which the domestic
industry has a greater or iesser chance of repeiving remedy.

With regardAto tﬁe adminiétrative ease of the statutory format as
provided in the language, Congress must have recognized the unavoidable
difficulties attending an»effort t§ relate a specific foreign subsidy to
a specific domestic harm. Relating harm to the imports presents a more
manageable task. Under the alternative scheme, at tﬁe minimum, either
Commerce or we would have to investigate the financial, manufacturing and
management practices of foreign companies in order to determine how the
subsidy is used so we ;an determine its impact iﬁ'the U.S. market. To
simplify the task it would be pempting, for example, to assume that a
sgbsidy will usuallylreveal itself in pricing p;actices and, therefore,

we should assess the impact by examining the effect of price on the market.
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Such an approach, ho@ever, is simplistic, if ;ot‘naivé.’”Subsidies may be
used in numerous wayé tﬁat h;ve little or no éééilyvdiécernagle reléfioﬁghip
to price in the market. ‘Such uses include iﬁpr§vemén£ in manufactufiﬁg
technolog&, increased retﬁrn to shafehoiders,‘mofe aggréssive‘a&vert;sing,
higher salaries, accelerated &ebt rétirement,.and éreaﬁer éllgcéﬁi;ﬁs'té
research and aevelopment. How are we fo quantify théir.iﬁpact oﬁléhe
U.S. industry? why is there no éong;essishal guidancé on ;ucﬁ an iﬁﬁorﬁant
matter if Commissioner‘Stérn'svéonstruction were iﬁtended?‘ Tiéle VII aﬁd
the legislative ﬁistory do provide gfeat detail on similaf complicated‘
but important aspects of this 1egiglétion.

it needs little more than fb obServé ﬁhat, currently, Commerce does
not normally apprise us of how subsidies ;re employed by individual companies
nor do we éttempt such factfinding; ﬁeverfheless, factfindiﬁg by Boﬁh
agencies can be formidable. f;bm fhé.diffiCulties that arise in simply
establishing the féct of a Subsidy and the fact of material injufy; it
should be apparent éhét the’task of discovéring ﬁéw ; Subéidy is e#ploitéd
by a foreign cbmpény can‘bé éubéfantial,'a fact we cannot assume Coﬁgreés
did not éppreciéte in dfaftingvthe statute as it did.

Regarding tﬁe impact of the statuté’s relative simplicity‘on tﬁe
outcome of investiéations, asmthe statute is noﬁ? the Commiééion's task
is not fﬁrther.complicatéd»b§ dsing fhis‘kind of:énélysis. Thﬁs,ithél
ability of an industry to obﬁain fedfess is not obstrﬁcted By significaﬁé
factfiﬁding barriers. Ho&ever,vréiying on the esféblishment of é.néxus
between subsidy and harm makes needed, though limited, redress for demonstrated

harm unnecessarily burdensome. It is axiomatic that the greater the
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difficulty of establishing relevant fact, the lower the likelihood of
rendering remedy. The scheme as provided in the language of Title VII
quite clearly carries less difficulty in establishing nexus than does
Commissioner Stern's approach. This difference in level of difficulty
grows not from a policy preference, rather it is simply a function of the
relevant facts being more difficult to collect. Even the most narrow
reading of the origins of the 1979 Act and the legislation transferring
countervailing duty and antidumping responsibilities from the Treasury
Department to the Commerce Department must acknowledge that the Congressional
interest here is in advancing rather than reducing the predictability of
remedy to domestic industries confronted with the injurious behavior of
subsidies (or LTFV imports).

As a final matter, Commissioner Stern accurately observes that
preliminary cases are not likely to afford us sufficient information to
relate material injury to subsidy practices. This results in there being
different standards, de facto, for finding material injury in preliminary
and final cases. Nothing in the statute or in any of the accompanying
literature seems to anticipate such a double standard. While we are to
reach preliminary decisions on the basis of the best information available,
we are expected to.apply the same standards in all investigations whether
they may be preliminary or final. If the basis of causality is to be the
effect of the subsidy and it is predictable that information on how the
subsidy is used is unlikely to be available, the decisionmaking that

occurs results in a decision based upon a completely different standard
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of causality. A finding of material injury in such a circumstance is
based upon a théory_other thaﬁ tracing the effect of the subsidy or upon
assumption. The statute simply cannot be read to permit preliminary
decisionmaking_using a standard different from that required in final
cases or based upon conjecture.

It is, therefore, my belief that for sound policy reasons, the
language of Title VII means exactly what it says. In order for countervailing
duty or antidumping duties to issue, material injury must be found to be
caused by the imports in question not by the operation of the subsidy .(or
the LTFV ﬁargin). Any other reading of the statute distorts its plain

language though it may well be based upon very sound policy.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On January 19, 1982, the U.S. International Trade Commission and the U.S.
Department of Commerce received a petition from counsel on behalf of Atlantic
Steel Co., Florida Wire & Nail Co., New York Wire Mills Corp., Virginia Wire &
Fabric Co., Tree Island Steel, Inc., and Armco, Inc., U.S. producers of steel
wire nails, alleging that bounties or grants are being paid with respect to
steel wire nails, imported from the Republic of Korea (Korea), classifiable
under items 646.25 and 646.26 of the Tariff Schedules of the United States
(TSUS). The Commission therefore instituted a preliminary countervailing duty
investigation under section 703(a) of the Tariff Act of 1930 (19 U.S.C.
1671b(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 Korea of steel wire nails upon
which the petitioners allege bounties or grants are being paid. The statute
directs that the Commission make its determination within 45 days of its
receipt of the petition, or in this case, by March 5, 1982. 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 January 27, 1982
(47 F.R. 3896). 1/ The public conference was held in Washington, D.C., on
February 12, 1982. 2/ The Commission vote on injury in this case was made on
February 23, 1982.

Other U.S. International Trade Commission Investigations
Concerning Steel Wire Nails

On July 2, 1981, the U.S. International Trade Commission received advice
from the U.S. Department of Commerce that it was initiating an antidumping
investigation concerning imports of certain steel wire nails from Japan, the
Republic of Korea, and Yugoslavia. 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. The
Commission, therefore, instituted 3/ preliminary antidumping investigations,
on July 2, 1981 (Investigations Nos. 731-TA-45, 46, and 47 (Preliminary)), 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 TSUS, which
are allegedly being sold in the United States at less than fair value (LTFV).

1/ A copy of the notice of institution is presented in app. A.
g/ A list of witnesses appearing at the conference is presented in app. B.
3/ The Commission notice of initiation is presented in app. C.
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On August 11, 1981, the Commission determined that there is a reasonable
indication that an industry in the United States is materially injured, 1/ by
reason of imports from Korea of steel wire nails, which are allegedly being
sold in the United States at LTFV. On the same day the Commission made a
negative determination with respect to steel wire nails from Yugoslavia. The
case against Japan was terminated by the Department of Commerce pursuant to
section 734(a) of the Tariff Act of 1930 on the basis of assurances provided
by the Japanese nail manufacturers. The Commission therefore terminated
investigation No. 731-TA-45 (Preliminary) without making a determination on
imports from Japan.

On January 29, 1982, the Department of Commerce made a preliminary
determination of sales at LTFV on steel wire nails from Korea with a weighted
average margin of 4 percent. As a result of the determination, the Commission
initiated a final dumping investigation on steel wire nails from Korea on
February 5, 1982.

In a prior 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 Commerce had determined were being sold 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.

Description and Uses

Steel wire nails have been produced in the United States since, 1875.
However, recent technological developments in the industry such as improved
wire quality, treating the finished nails for improved performance in special
applications, and increasing the speed and precision of the basic machinery
have led to improved product quality. 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, 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

1] Commissioner Stern voted that there is also a threat of material injury.
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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.

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. 1In 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 thermoplastic material, polyvinylchloride
lacquer. This coating makes the nails easier to drive and, according to some
sources, promotes greater adherence to the wood.

Although the hot-galvanized and electrogalvanized nails are often used
interchangeably, there are instances in which one nail is preferred over the
other. 1In the course of this investigation and previous investigations
concerning nails, the Commission staff discussed the differences in use
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 customer also indicated 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 satisfactory. One customer noted, for
example, that since roofing nails are often covered by overlapping shingles,
the corrosion protection of hot-galvanized nails is not required for this
application. 1In addition, since the electrogalvanized nails are smoother,
they are not as rough on the hands. Several firms reported that they carry
both types of nails to satisfy the individual preferences of their customers.

Vinyl-coated nails have been in production only since about 1975, when
this type of 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 are now reported to be the predominant nail used for this
purpose in the west. Use of vinyl-coated nails is presently concentrated on
the west coast; however, it is anticipated that demand for these nails will
increase significantly on a national basis.

1/ Based on information provided in the prehearing statement submitted on
behalf of the Korean Metal Industry Cooperative, May 1980. A



The imported product

Steel wire nails from Korea.--The imported products included within the
scope of this investigation 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 D. An indication
of the variety of nails can be seen in figure 1.

Korean nails are available in a variety of nail finishes. A breakdown of
imports from Korea by nail finish, for the period January-July 1981, are shown
in the following tabulation. 1/

Percentage distribution
of imports from Korea
Type of nail January-July 1981

Electrogalvanized
Bright
Vinyl-coated
Cement-coated
Hot-galvanized
Phosphate-coated
Blued
Other

Total 100.0

== W
NP ONO N

Ao VOwWSs~rULP~POOW

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 United States is a significant market for
exports of steel nails from Korea, accounting for more than 80 percent of
total exports during 1977-80 (table 1). Most of the Korean facilities, except
those of the Japanese-founded companies, 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
encountered in 1979 with nails produced by these companies resulted in
$180,000 in claims against nine of these Korean producers for rusty nails,
faulty specifications, short shipments, and goods not shipped.

l/ Provided by counsel for the Korean product.
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Figure l.--Types of steel wire nails.

L .
Cozmon nail (flat head, diamond point)-~=---- Pﬂ%ﬁm&ﬁ
finlshing nail (cupped brad head, diamond
point)"“'" —— audidﬂ— —
Flooring nail (casing head, blunt point)=———- @mmw

Planing nail (flat head, needle point)—~—==e- 93,.}, - o

Roofing nail (large fiat head, barbed
shank, diamond point)--- -—

Scaffold nail (double head, diamond point)--—-

tiinge nail (flat countersunk head, chisel
point)

Hinge nail (cval head, chisel point)--—===-—-

Shade roller pin (projection head, diamond
point)-

" Powel pin (headless, barbed shank, diamond
point)

Pallet nail (flat head, screw shank, .
diamond point)--- -

~~~~~~~~~~~~~~~~

needle point)---—— 3 " Anssesecssnsness

...........

Drywall nail (sinker head, ring shank, E

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

Note.-~The ab?v? nails are normally availablé in bright, galvanized, or
cement-coated finishes, and most can be supplied with different heads, shanks

éiéi; ring, screw, or of nonstandard gage), or points, according to customerd-5
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Table 1.--Steel wire nails: Korean exports, 1977-80

Total : Exports to the :Exporfs to the United States

Year : exports : United States : as a share of total exports

¢ ----1,000 short tons—- : Percent
1977 : 105 : 94 : 90
1978 : 148 : 118 : 80
1979 105 : 90 86
1980 - 105 : 88 84

se se e
ee ee ae

Source: Compiled from official statistics of the Korean Government.

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 initially used Japanese rod, Japanese machinery, and Korean labor
under Japanese supervision. Virtually all of the production in the free trade
zone is produced for export.

The Japanese could produce nails in Korea more efficiently than in Jépan
because:

1. Wages in Korea were lower.

2. The Japanese in Korea were not bound by the Japanese practice of
hiring workers for life. 1Instead, they could 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.

At the end of 1978, the five Masan companies had a total investment in
the buildings, equipment, inventories, and so forth of their Korean facilities
of more than $7 million. The facilities had a capacity to produce about
70,000 short tons of nails a year (table 2).

Counsel for the Korean producers reported that since early 1980, all of
the Masan companies were sold--four plants to Korean concerns and one plant to
a private Japanese citizen. According to counsel, these firms were sold
because tax incentives in the Masan Free Trade Zone are no longer available to
the Japanese firms. The new owners are free to buy rod from the cheapest
source regardless of producer or country of origin. Under Japanese multi-
national 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.
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Table 2.--Steel wire nails: Capacity, investment, and employment of
manufacturers located in Korea's Masan Free Trade Zone, 1978

Manufacturer ; Capacity ; invzgtzint ; Cazigaiq$?232iil ; Employment
: Tons per : : :
: ear i ——emm—e— 1,000 dollarg======== :

Kankoku Nitto——————=——— : 13,200 : 920 : 632 : 55
Korea Nippon : : : :

Seisen : 3,960 : 440 281 : 40
Korea Murata—--——--———=--— : 19,800 : 1,900 : 1,304 : 109
Murakami Kogyo————————-: 13,200 : 1,400 : 652 : 150
Kankoku Nittej=——=—————- : 19,800 : 2,610 : 1,304 : 100

Total ———=——=—m———————— : 69,960 : 7,270 : 4,173 : 454

Source: Conditions of Competition in the Western U.S. Steel Market Between
Certain Domestic and Foreign Steel Products, USITC Pub. 986, September 1979,
po 0—470

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 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 classified under item 646.25. Round wire nails of
1 inch or more in length and 0.065 inch or more in diameter are classified
under item 646.26. The most-favored-nation rate of duty (column 1) for these
two TSUS 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.

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. The rate of duty
for item 646.25 was 0.5 cent per pound (or 1.3 percent ad valorem) from
January 1, 1948, to December 31, 1979. The rate of duty for item 646.26 was
0.1 cent per pound (or 1.3 percent ad valorem) from January 1, 1971 to
December 31, 1979.
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The domestic product

Steel wire nails.--The domestically produced products which are most like
the imported products are round, one-piece steel wire nails that are less than
1 inch in length and less than 0.065 inch in diameter and round, one-piece.
steel wire nails of 1 inch or more in length and 0.65 inch or more in
diameter. These domestically produced nails are, like the nails imported from
Korea, available in a variety of sizes and finishes (see app. D). A breakdown
of nails produced in the United States in 1980, 1/ and the Western States, by
nail finishes, is shown in the following tabulation:

Percentage distribution

Percentage distribution " of Western States
Type of production production
Bright-——---=——===~ - 45.3 *kk
Cement-coated—-———=———=——m—————————— 24,4 ik
Hot-galvanized-—————-- 21.2 *kk
Vinyl-coated———==——=———==—mmm——————— 4.8 *kk
Electro-galvanized--------=-——~——~—— 1.6 Rk
Other e 2.7 fadaked
Total-————=———m = 100.0 100.0

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, 2/ 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, and 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 productlon, ‘as reported in
questionnaires were: #* * %,

1/ Based on questionnaire responses in 1nvest1gatlons No. 731-TA-45, 46, and
47 (Preliminary).

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

3/ New York Wire Mills, Inc., Virginia Wire & Fabric Co., Florida Wire &
Nail Co., and Atlantic Steel Corp.
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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.

Nine new steel wire nail production facilities have been established from
1976-80 (table 3). Three of these new nail production facilities 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 and 1980. 1In 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 discontinued operations in October of that year.

Table 3.--Steel wire nails: U.S. production facilities established
from 1976-80

: : Year of

Firm . Location : 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. 2/ : 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- mm e : New Orleans, La. : 1980

1/ Moved to Columbia, S.C., in 1979. Filed for bankruptcy in March 1980.
2/ Ordered closed on Apr. 2, 1981.

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

Nature and Extent of Alleged Subsidies

The petition alleges that in an effort to promote exports, the Korean
government has provided support for the production and sale of certain export
items, among them steel wire nails. Specific types of programs and the amount
of subsidy allegedly provided are as follows:
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Preferential financing

credit

.& technology

Tariff Incentives

services
Tax benefits

Alleged
subsidy amount 1/
(Percent)
Short-term export financing based on letter of
5.3
Raw material purchase loans 2.0
Medium to long-term loans for facilities, machinery
1.5
2/
Direct subsidies for utilities and related
: g/
Accelerated depreciation 1.8
Deductible reserves for export promotion=————=————- 1
Special benefits, for manufacturers located in
the Masan Free Trade Zone 2
3.4

Subsidized wire rod

1/ Share of shipment price of an average ton of nails.

2] Unable to estimate.

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 same
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 producing plant or port of entry (table 4).

distribution channels as domestic nails.

Table 4.--Steel wire nails: 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—- -3 28 : 79
500-999 : 18 : 97
1,000 miles or more -: 3: 100
Total : 100 : -
: : A-10

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

in response to questionnaires of the



A-11

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, and few end users are aware of the
country in which the nails were manufactured.

Within the building construction industry and other nail-consuming
industries, 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 with the gain in efficiency. As
the use of nail guns is growing rapidly, increasing amounts of nails are
likely to be purchased or produced by firms specializing in collating. 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
responsibility 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 theilr customers, i.e., a 2-percent discount
for payment within 10 days of the date of invoice or net 60 days.

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 known
significant importers of nails from Korea. 1In 1979, 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 Com—
merce. 1/ When possible, data are presented separately for operations in a
10-State Western region. 2/ .

U.S. production

Questionnaire respondents reported production of steel wire nails as
follows:

1/ Commerce data do not include shipments by firms that do not draw their
own wire.
2/ Arizona, California, Colorado, Idaho, Montana, Nevada, Oregon, Utah,
Washington, and Wyoming.
A-11
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Quantity
(1,000
Year short tons)
1979 287
1980 227
1981 —_—— 211

These data show that production declined by 21 percent from 1979 to 1980
and decreased again by 7 percent in 1981, representing a total drop in "
production of 76,000 short tons, or 26 percent, between 1979 and 1981.

Production of steel wire nails, as reported by six U.S. producers located
in the Western States, decreased from * * * tons in 1979 to * * * tons in
1980, or by * * * percent. Production continued to decrease by * * * percent
to * * * tons in 1981. Two west coast producers closed their nail-producing
operations during this time period--U.S. Steel in May 1980, and Tree Island in
October 1981. Production figures for the west coast producers are shown in
the following tabulation:

Ouantity
(1,000
Year short tons)
1979 —_—— kkk
1980 *kk
1981~ ———— *kk

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 as being capable of producing 7d nails at
the rate of 190 pounds per hour or 8d nail at the rate of 279 pounds per

hour. Because of this, companies were asked to report capacity on the basis
of their "normal” product mix.

Nail machines are ideally operated 3 shifts a day with downtime for
maintenance and repair. The capacity data presented in this report are based
on operating nail-producing facilities 3 shifts a day, 7 days a week.
Capacity decreased steadily throughout the period, from 552,000 short tons in
1979 to 442,000 short tons in 1981. The ratio of production to capacity also

declined steadily, from 52 percent in 1979 to 48 percent in 1981, as shown in
table 5.
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Table 5.--Steel wire nails: U.S. producers' 1/ production capacity,
operating facilities 3 shifts a day, 7 days a week, 1979-81

: : Ratio of production

Year . Capacity . to capacity
: 1,000 :
: short tons : Percent
1979 it : 552 : 52
1980 ——————— e - 454 50

1981--—- - —- 442 48

l/ Questionnaire respondents.

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

In 1978, the U.S. Steel plant located in Pittsburg, Calif., accounted for
approximately * * * percent of the production capacity in the Western States.
This plant was closed in May 1980. Capacity subsequently declined by an
additional * * * short tons, or * * * percent, in 1980 and by * * * ghort
tons, or * * * percent in 1981. The ratio of production to capacity declined
from * * * percent in 1979 to * * * percent in 1980, with a slight increase to
* % % percent shown in 1981, as shown in table 6.

Table 6.--Steel wire nails: Western U.S. producers' 1/ production capacity,
based on operating facilities 3 shifts a day, 7 days a week, 1979-81

: Ratio of production

Year ; Capacity : to capacity
: 1,000 :
: short tons : Percent
1979 - - kkk o kK
1980 - : kkk o hkk
1981 : kkk o ET T

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

U.S. producers' domestic shipments and exports

Data on U.S. producers' shipments of steel wire nails and staples are
maintained by Commerce on a yearly basis (table 7). Although these data are
probably the best available, caution should be used in interpreting them.
Commerce limits its data collection to steel works and wire-drawing establish-
ments. 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, preliminary data show that steal|3
works and wire-drawing establishments accounted for approximately 85 percent
of the total quantity of shipments.
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Table 7.--Steel wire nails: U.S. producers' shipments and exports, 1973-81

(In thousands of short tons)

Year : Shipments 1/ : Exports
1973~ mm e e : 524 : 12
197 b= mmmmmm e 473 : 15
197 5= : 349 11
1976-= === == mmm e : 410 : 14
1977 ~==—mmmo ——— e : 416 13
197 8= e : 506 : 24
1979-—======~ e : 2/ 494 : 10
1980 === —m e e : 2/ 410 : 12
1981———=mmmm e e : 3/ 316 : 12

.
.

1/ Data collected by the U.S. Department of Commerce do not include nail
shipments of fabricators. The Commission estimates that shipments of
fabricators account for 15 percent of total shipments and has adjusted
Commerce data accordingly.

2/ Because Commerce increased its industry coverage in 1978, data for 1978
and 1979 are not necessarily comparable with previous years' data.

§/ Estimated by the staff of the U.S. International Trade Commission, taking
into consideration fluctuations in U.S. housing starts and extrapolating from
questionnaire data.

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

Shipments of steel wire nails (including exports) exhibited strong
cyclical fluctuations during the 9-year period from 1973 through 1981, as
shown in figure 1. Shipments decreased sharply from 524,000 tons in 1973 to
349,000 tons during the 1975 recession, or by 33 percent.

In 1976 and 1977, shipments recovered to 410,000 and 416,000 tonus,
respectively. Commerce data for 1978 and 1979 are not necessarily comparable
with previous years' data because Commerce increased the number of firms
receiving and responding to the Commerce questionnaires beginning in 1978.
Data for these years indicate that shipments decreased by 2 percent from 1978
to 1979. The Commission estimates that U.S. producers' shipments decreased by
84,000 pounds to an estimated 410,000 short tons in 1980, or by 17 percent,
from the 1979 level. 1In 1981 shipments dropped an additional 23 percent to
316,000 tons. 1In 1981, U.S. producers' shipments, as reported by question-—
naire respondents, decreased by 12 percent when compared with 1980. U.S.
producers' exports accounted for no more than 5 percent of shipments during
1968-80 and are made primarily to Canada, with smaller amounts going to
Mexico, France, and the United Kingdom.
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Between * * * percent and * * * percent of the nails produced in the
Western States were consumed in those States from 1979 through 1981.
Shipments of steel wire nails by the Western producers to customers in the
Western States, and as a percent of total shipments as reported in
questionnaires, are shown in the following tabulation:

Quantity
1,000 Percent of total
Year short tons shipments
1979 *kk Kk k
1980 *kk Kk k
1981 Kk kkk

U.S. producers' inventories

Inventories of steel wire nails are maintained by most producers in order
to be assured of a sufficient supply to fill orders. Inventory levels declined
by 6,000 short tons from 1979 to 1980 and then increased by 2,000 short tons
in 1981. As shown in table 8, the ratio of inventories to production in-
creased slightly but steadily throughout the period, rising from 13.6 percent
in 1979 to 16.2 percent in 1981.

Table 8.--Steel wire nails: U.S. producers' 1/ end-of-period
inventories, 1979-81

: Ratio of

)
Year : iroduierz : 1inventories
: pventories : to production
: 1,000 short tomns : Percent
1979 : 39 : 13.6
1980 : 33 : 14.4

1981 : 35 : 16.2

1/ Questionnaire respondents.

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

Inventories held by producers in the Western States decreased slightly
from 1979 to 1980. A sharp drop occured in 1981. The ratio of inventories to
production rose from 1979 to 1980, then dropped in 1981, as shown in table 9.

A-16
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Table 9.--Steel wire nails: Western U.S. producers' end-of-period
inventories, 1979-81

: ' : Ratio of
Year : z;sgﬁtziies : inventories
: : to production
: 1,000 short tons : Percent
1979 : *kk *kk
1980~ —-— : *kk &k
1981-- —-= : *kk o kkk

1/ Based on annualized production.

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

U.S. consumption

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 from 548,000 tons in 1975 to 801,000 by
1977. Data for 1978 and 1979 are not necessarily comparable with that
reported in prior years for the reasons previously discussed. However, the
available data indicate that consumption decreased by 10 percent from 1978 to
1979, with an additional drop of 16 percent in 1980. Although Commerce data
are not available for 1981, the Commission, taking into consideration
fluctuations in U.S. housing starts and extrapolating from questionnaire data,
estimates that U.S. nail consumption was approximately 607,000 tons in 1981
representing a drop of 83,000 tons or 12 percent, in 1981, as shown in
table 10.

A-17
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Table 10.--Steel wire nails: Apparent U.S. consumption, 1973-80

(In thousands of short tons)
¢+ U.S. producers :

Apparent

Year : shipments 1/ : Exports , Imports , consumption
1973-=—=———mmmm o : 524 12 328 : 840
1974~ e mm e : 473 : 15 340 : 798
1975-- ———= -1 349 : 11 : 210 : 548
[ A —— : 410 14 340 736
1977 === -—mmmmmmm e : 416 13 : 398 801
1978== === mmmmmm e : 2/ 506 : 24 428 : 910
1979 -=mmm=mmmm e : 2/ 494 10 : 337 821
1980~—~-=-==—mmmmm e : 2/ 410 : 12 292 : 690

1981-====mm=mmm e : 3/ 316 : 4/ 12 : 303 : 607

1/ Data collected by the U.S. Department of Commerce do not include nail
shipments of fabricators. The Commission estimates that shipments of
fabricators account for 15 percent of total shipments, and has adjusted
Commerce data accordingly.

2/ Because Commerce increased its industry coverage in 1978, data for 1978
and 1979 are not necessarily comparable with previous years' data.

3/ Estimated by the staff of the U.S. International Trade Commission,
extrapolating from questionnaire data.

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

Estimated apparent consumption in the Western States, which accounted for
* % * percent of U.S. consumption in 1980, declined from * * * tons in 1979 to
* % % tons in 1980, or by * * * percent, as shown in the following tabulation:

Quantity
Year 1,000 short tons
197 9= e *kk
1980-——=m Kkk
1981~ === e 1/

l/ Not available.

Employment

Employment in the U.S. nail industry, as reported by questionnaire
respondents, dropped by 505 employees, or 26 percent, from 1979 to 1980, with
a continued drop of 141 workers, or 10 percent, in 1981. On an individual
basis, nearly all responding firms reported substantial declines in employment
during 1979-81, except two firms, Florida Wire & Nail and Davis Walker Corp.,
both of which started production in 19:.., * * *, A summary of employment
data reported to the Commission is presented in the following tabulation.
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Average number

Year of employees
1979~ 1,946
1980-- - 1,441
1981 -——~—mm s - 1,300

Employment by plants operating in the Western region also declined
throughout the period from 386 workers in 1979 to 205 workers in 1981, or by
47 percent. Data on employment in the Western States are shown in the
following tabulation:

Average number

Year of employees
1979-———-~ ———————————— 386
1980--- 301

1981 —==mmmmm e — 205

U.S. producers' financial experience

The Commission sent questionnaires to 31 producers of steel wire nails
requesting selected financial information. Usable data were received from 15
domestic producers, accounting for approximately 96 percent of total U.S. pro-
duction of steel wire nails in 1981, as reported by questionnaire respondents.

Out of the 15 respondents, 3 are located in the Western region. Few
producers keep complete accounting records on a product-line basis.
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.

Total net sales decreased from $161 million in 1979 to $156 million in
1980. 1In 1981, net sales decreased to $139 million, or by 10.9 percent from
the level of sales in 1979. This decrease can be attributed to a 12-percent
decrease in the volume of reporting U.S. producers shipments.

As shown in table 11, gross profit of the U.S. producers on their nail
operations was $20 million in 1979. These profits decreased to $13 million in
1980, with a further drop to $12 million in 1981. The number of firms
reporting losses increased from 4 in 1979 to 7 in 1980. These firms reported
losses of $6.5 million in that year. 1In 1981, five firms reported losses. 1/
Data on general, selling, and administrative expenses were not collected. Had
such data been collected, it is possible that more firms would have shown
losses in 1980 and 1981. The declining profitability of the nail producers

1/ One firm * * * Tree Island, went out of business in 1981 and was unable
to provide separate profit—-and-loss data for its nail operations in 1981.

A-19
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Table 11.--Selected financial data for 15 U.S. producers on their operations
on steel wire nails, by regions, 1979-81

Year and item : 3 Western producers 3 All producers
1979: : :
Net sales—————=====—= 1,000 dollars--: *kk $161,624
Cost of goods sold-~-——————--- do——--: *kk 141,445
Gross profit or (loss)—==—————- do———-: *kk o 20,179
Ratio of cost of goods sold to : : :
net sales—————=——————————- percent—-: kk o 88
Ratio of gross profit or (loss) : :
to net sales-———————-———- percent—--: k% o 12.5
Number of firms reporting a loss———-: *kk 3 4
1980: : :
Net sales 1,000 dollars—--: dkk o 156,187
Cost of goods sold -———do : ik s 143,684
Gross profit or (loss)—-————-—- do----: *kk 12,503
Ratio of costs of goods sold : :
to net sales————---—-———- percent——: ik oo 92.0
Ratio of gross profit or (loss) : ' :
to net sales percent--—: *kk o 8.0
Number of firms reporting a 1oss——--' kkk g C 7
1981: ‘ :
Net sales——=—==—===— -1,000 dollars-—° *kk 139,315
Cost of goods sold——————-—----- do———--: *k%k 3 127,782
Gross profit or (loss) do : *kk o 11,533
Ratio of costs of goods sold :
to net sales-—-—-———=——=—--— percent--: *kk " 92
Ratio of gross profit or (loss) : : '
to net sales : percent—-: *hk 3 8.5
Number of firms reporting a loss—---: CkEkk 5

H

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

can be attributed to sluggish increases in nail prices which did not keep pace
with significant increases in the costs of production during 1979-81. This
can be seen in the ratio of cost of goods sold to net sales, which increased
from 87 percent in 1979 to 92 percent in 1981. : ‘

A-20
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Research and development and capital expenditures }j

Most research and development in the steel wire nail industry is involved
with improving machine efficiency. Firms which do not have programs for
replacing or upgrading machines tend to have few expenditures for research and
development. Research and development expenses associated with the production
of steel wire nails totaled $485,000 during 1978-80, as shown in the table 12.
More than * * * percent of such expenses were incurred by one firm, * * *,

Capital expenditures, as reported by 19 firms, totaled $24 million in
1978-80 (table 12). Three firms which accounted for 80 percent of total
capital expenditures were * * *,

Table 12.--Research and development and capital expenditures by U.S.
producers of steel wire nails, by regions, 1978-80

(In thousands of dollars)
Item © 1978 1 1979 ° 1980 ° Total

Research and development expenses:

ee oo se o
es ov se | ee

Western producers —-———- - *kk xkk *kk 394
All producers———-——————————————= 192 : 128 : 165 : 485
Capital expenditures: : : :
Western producers - : k% . *kk o *%% : 10,568
A1l producers———=——===————=— -—- : 7,943 : 8,236 : 7,719 : 23,898

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

During 1978-80, U.S. producers in the Western States spent * * * million
on capital expenditures. Tree Island and Davis Walker accounted for * * #*
percent and * * * percent, respectively, of the total expenditures.

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.
Nail machines, which cost about $40,000 apiece, are estimated to account for
about 30 percent of the total required investment for a new operation. The
following tabulation presents total U.S. sales of new nail machines by Wafios
Machinery Corp., whose nail machines are reputed to be the best in the world.
Most of the new machinery was purchased by nonintegrated producers.

1/ Research and development and capita] expenditure data were gathered in
the previous USITC investigations Nos. 741-TA-45, 46, 47 (Preliminary) on
certain steel wire nails from Japan, the Republic of Korea, and Yugoslavia,
and cover the period 1978-80. Al
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Period Quantity
1975~ kkk
1976 kk%k
1977 - *kk
1978~ - *kk
1979-~ %k
1980~ - *kk
1981 (January-June)————==——- *kk

A spokesman for Wafios indicated that sales of spare parts for nail machines
decreased in 1981 from the level in 1980. He attributed this decrease to a
slowdown in production.

The nail industry also has been indirectly affected by the large capital
expenditures required of all steelmaking companies in complying with Environ-
mental 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.

Consideration of the Causal Relationship Between Allegedly
Subsidized Imports and Alleged Injury

U.S. imports and market penetration

U.S. imports of the steel wire nails under investigation enter under
items 646.25 and 646.26 of the TSUS. While most of the imports entered under
these items are nails, some brads, tacks, spikes, and staples which are not
under investigation also enter under these items. Therefore, data on imports
of nails presented in this report are slightly overstated.

U.S. imports of steel wire nails come primarily from four countries:
Canada, Korea, Japan, and Poland. Since the 1975 recession, imports increased
from 210,000 tons in 1975 to 428,000 tons in 1978. Imports have since
decreased to 337,000 tons in 1979 and 292,000 tons in 1980, or by 32 percent
in two years. Imports increased to 303,000 tons in 1981, or by 4 percent.

Imports from Korea increased dramatically during 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. 1In 1979 and 1980, imports from Korea
decreased to 92,000 tons and 76,000 tons, respectively. Imports from Korea
rose to 115,000 tons in 1981, or by 51.3 percent over 1980 levels. Imports
from Korea represented 38 percent of total imports of nails in 1981.

Imports of certain steel wire nails from Japan decreased steadily from
150,000 tons in 1976 to 33,000 tons in 1981, or by 78 percent. As a share of
total imports, imports from Japan decreased from 52 percent in 1973 to 11
percent in 1981.
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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 the 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 53 percent to 58 percent of total
imports between 1973 and 1977, and then decreased to 49 percent in 1981, as
shown in table 13.

Table 13.--Steel wire nails: U.S. imports for consumption,
by principal sources, 1973-81

Source ‘1973 ' 1974 ' 1975 ° 1976 ‘ 1977 F 1978 P 1979 i 1980 1981

Quantity (1,000 short tons)

Republic of : : : : : : : :
Korea————=—: 1: 12 : 21 : 47 84 : 109 : 92 : 76 :+ 115

Japan———————- : 171 @ 162 : 96 : 150 : 146 : 108 : 68 : 57 : 33
Yugoslavia——-: 17 : 13 : 6 : 15 : 13 : 14 : 11 : 10 : 9
Canada————-——— : 60 : 66 49 60 : 75 : 78 : 80 : 82 70
Poland-—=—=——- : 32 : 31 : 18 : 32 34 49 . 18 : 26 : 26
Other—-—-————-- : 46 57 : 20 : 37 45 71 69 : 41 50
Total—-——-: 328 : 340 : 210 : 340 : 398 :+ 428 : 337 : 292 : 303
: Value (million dollars)

Republic of : : : : : : : :
Koreg———=—- : 1/ 6 : 9 : 16 : 31 : 45 50 : 36 : 55
Japan—-——————-: 50 : 79 : 45 57 : 63 : 55 : 48 : 37 : 23
Yugoslavia——-: 3 4 2 : 4 4 4 4 3: 3
Canadg—=———-——- : 18 : 31 23 : 28 : 36 : 41 45 46 42
Poland—-—————- : 7 : 11 : 6 : 9 : 10 : 15 : 7 9 : 10
Other—-——————- : 11 : 25 8 : 15 : 19 : 29 : 35 : 22 27
Total—-——-: 89 : 156 : 93 : 129 : 162 : 189 : 189 : 153 : 160

Percent of total quantity

Korea————--: 2/ 4 10 : 14 : 21 : 25 : 27 26 : 38

Japan-—---—- : 52 : 48 : 46 : IV 37 : 25: 20 : 20 : 11
Subtotal : 53 : 51 : 56 : 58 : 58 : 51 : 47 46 : 49
Yugoslavia-——: 5 : 4 3 4 3 : 3 : 3: 3 3
Canada—==~=—= : 18 : 19 : 23 18 : 19 : 18 : 24 28 : 23
Poland——————- : 10 : 9 ; 9 : 9 : 9 : 11 5 : 9 . 9
Other—-—-—=———- : 14 : 17 : 9 : 11 : 11 : 17 : 21 14 : 16

Total-——-: 100 : 100 : 100 : 100 : 100 ¢+ 100 : 100 : 100 : 100

1/ Less than $500,000,
2/ Less than 0.5 percent.

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

Note.-—Because of rounding, figures may not add to the totals shown. A3
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In relation to apparent U.S. consumption, imports of steel wire nails

from all sources rose from 39 percent in 1973 to 43 percent in 1974, and fell
to 38 percent in 1975. Total imports, recovering strongly after the recession

in 1975, rose to 50 percent of consumption in 1977. Imports' share of
consumption decreased irregularly from 47 percent in 1978 to 42 percent in
1980, and then increased to 50 percent in 1981.

Imports from Korea rose steadily during the period, increasing from less
than 0.5 percent of consumption in 1973 to 10 percent of consumption in 1977.
These imports decreased from 12 percent of consumption in 1978 to 11 percent
in 1979 and 1980, and then increased to 19 percent in 1981, as shown in
table 14.

Table 14.--Steel wire nails: U.S. imports as a share of apparent
U.S. consumption, 1973-81

(In percent)

: Republic of : Japan and Re- : All

Year Korea : public of Korea : sources
1973 : 1/ : 20 : 39
1974—~~—- -—= -2 23 : 43
1975 - 4 21 : 38
1976 : 6 : 27 : 46
1977 : 10 : 29 : 50
1978 - 12 : 24 47
1979 : 11 : 19 : 45
1980 - -2 11 : 19 : 42
1981-——- : 19 : 24 50

1/ Less than 0.5 percent.
Source: Compiled from data presented in tables 13 and 10.
Note.--Data for 1978-81 are not necessarily comparable with previous years'

data.

Imports from Korea

Year into the Western States
i Percent
1973 39
1974 -- 28
1975——=~———=— -~ 23
1976 42
1977 -- 56
1978 55
1979 - 51
1980-- 54
1981 - 1/

1/ Not available.
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Imports from Korea into the Western States increased steadily from 389
tons, or 39 percent of imports, in 1973 to 60,000 tons, or 55 percent of
imports, in 1978. Such imports have since decreased to 47,000 tons in 1979
and 41,000 tons in 1980, or by 53 percent in two years.

Import-to—consumption ratios for total imports from all sources into the
Western States declined from 57 percent in 1978 to 52 percent in 1980. The
share of consumption held by Korean imports decreased from 32 percent in 1978
to 27 percent in 1979, and increased to 30 percent in 1980. The share of
apparent consumption held by U.S. producers in the Western States increased
from 32 percent in 1978 to 41 percent in 1980 (table 15).

Table 15.~-Steel wire nails: U.S. imports for consumption and U.S. producers'
shipments as a share of consumption in the Western States, by principal
sources, 1979-80 1/

(In percent)

Item : 1979 ; 1980

Imports from: : :
The Republic of Korea- : 26.7 : 29.6
Japan and The Republic of Korea - 37.2 : 40.4
Other countries : 12.8 : 11.7
All countries -: 50.0 : 52.1

Shipments from: : :
Western producers ——=: 35.9 : 40.7
Other U.S. producers- - : 14.2 : 7.3
Total—-— —-=: 100.0 0.0

=
o

1/ Figures for 1981 are not yet available.

Source: Estimated by the U.S. International Trade Commission from official
statistics of the U.S. Department of Commerce and data submitted in response
to questionnaires of the U.S. International Trade Commission.

Prices

Vigorous price competition has existed for some time between firms that
produce nails domestically and firms that import them from Korea. 1/ Price
lists are more prevalent among domestic producers than importers, but actual
sales of both domestic and imported nails are often made at negotiated
prices. Generally, U.S. producers quote prices on a f.o.b. basis; price
quotes for the imported products often vary, and may be on either an ex-deck,
ex-warehouse, or delivered-price basis.

1/ As pointed out in 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) . . ,, USITC Publication 1175, August 1981,
suppliers of steel wire nails regarded price as the most important competA-£ive
factor.
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In order to obtain price data for steel wire nalls produced in the United
States and those imported from the Republic of Korea, the Commission
questionnaires requested net f.o.b. selling prices for the period 1979-81, by
quarters, for l6-penny bright common nails. 1/ The price data obtained from
both the domestic producers and importers of Korean steel wire nails provided
full price series for the subject type of nails. Although the prices for both
domestic and imported nails fluctuated significantly during 1979-81, the
prices of domestic nails generally increased, and the prices for nails
imported from Korea generally declined.

The average net selling price of domestic producers for 1l6-penny bright
common nails between January-March 1979 and October-December 1981 increased
from 23.0 cents per pound to 24.4 cents per pound, or by 6 percent. Prices of
both the producers and importers had declined in 1980, as shown in table 16.

Table 16.--Steel wire nails: Net selling prices for the largest shipments of
U.S. produced nails and those imported from the Republic of Korea, by
quarter, 1979-81

: . : Nails imported :
: U.S. produced nails : from Korea : Margin of
Period : : Weighted : . : Weighted : Price
. Price | ., Price . .
range average : range ! average .differgnce
price : price :
: Cents per pound————————————- ¢ Percent
1979: : : : : :
January-March—-———--- : *kk o 23.0 : *kk o 24.8 : 17.8
April-June~=———==———- : kkk o 24.6 : kk%k 23.8 : (3.3)
July-September————--: *kkx 25.0 : *kk 24,4 (2.5)
October-December———-—: *kk 25.1 : k%% 24,2 (3.6)
1980: : : : : :
January-March—-—----—- : L 23.3 *k% 21.7 : (6.9)
April-June—-———=———=—~ : *k% 22.5 : *kk 22.1 (1.8)
July-September————-- : *k%x o 22.9 *kk 21.6 (5.7)
October-December—---: *kk o 22.8 : *kk o 21.7 : (4.8)
1981: : : : : :
January-March=———---: hkk . 23.9 kkk . 23.1 : (3.3)
April-June--—-——==—= : *kk . 24.2 *k%k 23.1 : (4.5)
July-September-—-———- : LR 24.6 *kk o 24,5 : (0.4)
October-December——--: *%k% o 24.4 *k% o 24.3 (0.4)

. . . . .
. . . .

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

1/ Although f.o.b. prices were requested by the questionnaires, it is
believed that some respondents may have submitted prices on some other basis.
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Data obtained from importers of nails from Korea also showed that prices
of the selected nails fluctuated throughout the period, generally declining in
1980 to 21-22 cents per pound but increasing in 1981. From 1979-81 prices
declined by 0.5 cent per pound, or by 2 percent.

In general, average net selling prices for nails imported from Korea were
lower than those of the comparable domestically produced nails except during
January-March 1979, when the Korean prices were 1.8 percent above the price of
the comparable domestic product. Margins of underselling during 1979-81
varied between a high of 6.9 percent during January-March 1980 and a low of
0.4 percent during July-December 1981. Figure 2 shows weighted average net
selling prices for domestic and imported l6-penny bright common nails sold
during 1979-81.

Prices in the Western region of the United States

Domestic producers and importers of nails from the Republic of Korea were
requested to furnish price data on sales of l6-penny bright common nails sold
in the Western region of the United States. Although the responses indicate
significant fluctuations in prices, the general trend is slightly different
from the one observed in total U.S. sales, i.e., the average net prices for
domestic nails increased, but by a lesser amount than did the Korean nails
(table 17).

Table 17.--Steel wire nails: Net selling prices in the Western region
for the largest shipments of U.S.-produced nails and those imported from the
Republic of Korea, by quarters, 1979-81

f U.S.-produced nails Nails imported

: from Korea ! price
Period f Price f Weighted f Price f Weighted fdifference
range average : range : average :
price price :
Cents per pound ¢+ Percent
1979: ' : : : : :
January-March—-————-- : *kk o 23.0 : *kk o 23.6 : (2.6)
April-June———--==——-: kkk . 24,1 - k%% o 23.4 (2.9)
July-September———-—- : *kk 24,3 : k%% o 24.4 (.4)
October-December——--: kkk o 24.4 kkk o 24,2 : .8
1980: : : : : :
January-March——————- : *kk 21.7 : kkk 21.7 : 0.
April-June--—————--—- : *kk o 21.6 : *kk 22.0 : 1.9
July-September—————- : *kk o 21.5 : hkk o 21.4 : (.5)
October-December—---: kkk 21.5 : *kk o 21.7 : .9
1981: : : : : :
January-March————-—- : kkk o 23.1 : *kk 23.1 : 0.
April-June—-——————=—- : *kk o 23.2 : *kk o 23.1 : (.4)
July-September————-—-: *kk 23.6 : *kk 24.8 : 5.1
3.8

October-December———-: *kk . 23.4 k%% 24.3

Source: Compiled from data submitted in response to questionnaires 352%he
U.S. International Trade Commission.
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Domestic producers' average net selling prices for the selected nail in
the Western region-rose.slightly between January-March 1979 and October-
December 1981, increasing from 23.0 to 23.4 cents per pound, or by 1.7
percent, after having declined to between 21 and 22 cents per pound in 1980.

Prices for imported nails iﬁcreaSed from 23.6 cents per pound to 24.3
cents per pound, or by 3 percent, during 1979-81.

. Korean nail imports undersold domestic nails in five quarters, with
margins of underselling varying between a low of 0.5 percent and a high of 2.9
percent. During January-March 1980 and the corresponding period of 1981, the
prices of the domestic and imported products were the same. In five quarters
the domestic product.undersold the Korean nails by margins which varied from
0.4 to 5.1 percent. Figure 3 presents net selling prices for domestic and
imported 16-penny bright common nails sold in the Western States during
1979-81.

Table 18 presents indexes for steel wire nail prices based on trigger
prices, producer prices collected by the Bureau of Labor Statistics (BLS), as
well as data submitted by domestic producers and importers of nails in
response to Commission questionnaires. The data.cover 1979-81.

The comparison of these indexes indicates that all prices, with the
exception of the price index for imports from Korea, have increased during the
period under discussion. The greatest price increase was noted by the BLS
index, rising by 31 percent, followed by the index based on price data
submitted by domestic-nail producers, which rose irregularly by 11 percent.
The trigger-price index shows a net increase of 10 percent after first rising
by 20 percent during January-March of 1981, and then falling by 8 percent
during the remainder of that year. The index based on price data submitted by
importers of Korean nails showed an irregular decline during the whole period,
remaining at all times below the prices of January-March 1979, and registering
a 2-percent price decline at the end of 1981.

Lost saleé

In this investigation, domestic producers were not requested to report or
supply information concerning sales of steel wire nails which they lost, or
which were made at reduced prices, because of imports from Korea. In
investigation Nos. 731-TA-45, 46, and 47, concluded in August 1981, producers
had been asked to provide information on lost sales as well as sales at

reduced prices, involving imports from Korea, as well as from Japan and
Yugoslavia.

0f the producers responding to the questionnaire in that investigation,
eight companies reported a total of 62 allegations involving sales lost to 38
customers. The eight companies responding indicated that these alleged lost
sales were examples of lost sales and did not constitute all sales lost. In
addition, some companies indicated that they were losing sales to imports but

were unable to supply specific examples to support such claims. A0
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Table 18.--Sixteen-penny bright common nails: Nail price indexes,
by quarters, 1979-81

(January-March 1979=100)

f Trigger f PPI f Commission questionnaire data

Period . g;zz: : 1§;:;e1/ : Domestic price : Import price
. = index 2/ :  index 3/

1979: : : : :
January-March-—-———==~—-—- : 100 : 100 : 100 : 100
April-June : 100 : 107 : 112 : 96
July-September———--—————- : 103 : 107 : 109 : 98
October-December——————==-: 103 : 112 : 115 : 98

1980: : : : :
January-March———=—====m=—: 106 : 114 : 106 : 88
April-June - 4/ 120 : 113 : 89
July-September—————===m=; 4/ 120 : 105 : 87
October-December———-———-- : 119 : 120 : 114 : 88

1981: - : : : :
January-March----—-—-——-- : 120 : 123 : 109 : 93
April-June- : 110 : 125 : 112 93
July-September———=====—-— : 110 : 131 : 112 : 99
October-December—--—--—---: 110 : 131 : 111 : 98

1/ Based on prices for 8-penny bright common nails.

2/ Based on U.S. prices.

E] Based on price data for nails imported from the Republic of Korea.
4/ Not available.

Source: Compiled from official statistics of the Bureau of Labor
Statistics, Producer Price Index, Department of Commerce, and from data
submitted in response to questionnaires of the U.S. International Trade
' Commission.

Of the 38 customers listed as lost sales by the U.S. producers, 31
customers were contacted by the Commission staff. Although all customers
contacted purchased nails made in the countries under investigation, there was
not confirmed evidence of any lost sales. All customers had a history of
buying imported nails, and all claimed that they had not changed their buying
habits or sources in the past year, nor were they aware that imports had any
depressing effect on prices in the market place.

Cyclical nature of consumption

Consumption of steel wire nails is related to U.S. construction, as shown
in figure 4. The indexes used in figure 4 are listed in the following
tabulation (1968=100):
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: Construction :

U.S.

¢ U.S. con~-

put in : producers' : sumption 1/
Year : place :shipments 1/: of steel
(1972 of steel : wire nails
dollars) : wire nails :
1968 100 : 100 : 100
1969-- : 99 : 101 : 90
1970 -t 93 : 72 : 81
1971 —— : 101 : 91 : 96
1972 - 108 : 102 : 110
1973 : 110 : 104 : 108
1974 - 95 : 93 : 102
1975-- ——— 85 : 69 : 70
1976—- - 91 : 80 : 94
1977 : 97 : 82 : 103
1978 102 : 98 : 117
1979-— : 100 : 98 : 105
1980 - - 90 : 82 : -89
1981 ====—m = : 2/ 2/ : 2/

1/ Indexes are based on quantity.
2/ 1981 data is not available.
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Figure 4.—Indexes of constructicn put In place, U.S. preducers’
domestic shipments of steel wire nalls,
and U.S. consumption of steel wire nalls, 1965-38.
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