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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.
Investigation No. 731-TA-46 (Final)

CERTAIN STEEL WIRE NAILS FROM THE REPUBLIC OF KOREA

Determination

On the basis of the record l/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in ghihggigedISthes is materially
injured by reason of imports from the Republic of Korea (Korea) of certain
steel wire nails, provided for in items 646.25 and 646.26 of the Tariff
Schedules of the United States, which are being, or are likely to be, sold in
the United States at less than fair value (LTFV).

Background

The Commission instituted this investigation effective January 29, 1982,
following a preliminary determination by the Department of Commerce that
certain steel wire nails from Korea are being sold, or are likely to be sold,
in the United States at LTFV. Notice of the institution of the Commission's
investigation and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, D.C. and by publishing the notice

in the Federal Register on February 18, 1982 (47 F.R. 7349). The hearing was

held in Washington, D.C., on June 28, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i), 47 F.R. 6190).






Views of the Commission
On the basis of the record, we have found that there is a reasonable
indication that a domestic industry is materially injured by reason of imports

of steel wire nails from Korea, which the Department of Commerce has found to

be sold in the United States at less than fair value.

The domestic industry 1/

In order to make a determinatiqﬂ thaf a domestic industry is materially
injured, 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 productvor those producers whose
collective output of the like product constitutes a major propbrtion of the
total domestic production of that product. gj 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. 3/

quh the impor;ed and domestic products which are the subject of this
investigation are one-piece steel wire nails made from round steel wire rod.
Nails fitting this description are available in a variety of heads, shanks,
points, sizes, and finishes. é/ There are approximately 50 U.S. firms which

manufacture some or all of these steel wire nails.

1/ Commissioners Stern and Calhoun do not join the majority discussion of
like product. See their additional views which follow.

2/ 19 U.S.C. 1677(4)(4).

3/ 19 U.S.C. 1677(10).

4/ Report at A-2.
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In previous investigations involving imports of steel wire nails, the
Commission found seven like products differentiated according to nail coating,
e.g., vinyl-coated, electrogalvanized, or bright. 5/ However, there are other
ways in which both imported and domestic nails may be differentiated.
Distinctions may be made among nails according to the type of head, shank, or
point used, which in turn make a nail suitable for different purposes or useé,
- e.g+, roofing nails, finishing nails, scaffold nails, drywall nails, etc. é/
These types of nails may be available in one or more of the various coatings.
Further, while these distinctioﬁs between the characteristics and uses of
certain types of nails may be made, they may be so slight as to readily allow

substitution. Zj Thus, we have a large number of related like products (nail
types) among which clear dividing lines frequently cannot be drawn and various

degrees of fungibility exist.

There are other considerations which érevent us from drawing clear
dividing lines, particularly the manner in which nails are typically
distribﬁted. Information gathered during the course of the investigation
indicates that orders by distributors from both imported and domestic sources
typically consist of broad mixes of nail types. 8/ Seldom will a specific
nail comprise the Bﬁlk of an entire order. Thus, imports of a particular type
of nail will have an iﬁpact not only on the domestic production of the

identical nail but on the production of other types of nails as well.

5/ USITC investigation Nos. 731-TA-45, 46, and 47 (Preliminary), USITC Pub.
No. 1175 and USITC investigation No. 731-TA-26 (Final), USITC Pub. No. 1088.

6/ Report at A-2.

7/ E.g., green vinyl nails can be substituted for cement coated nails in

most uses, and six penny bright nails can be substituted for eight penny
bright nails in most uses.

8/ Tr. at p. 73
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The separation of nails into different 1like products resulting from the
foregoing analysis would have an effect ‘against which the Senate Finance

Committe cautioned:

The requirement that a product be "like" the imported article should
not be interpreted in such a narrow fashion as to permit minor
differences in physical characteristics or uses to lead to the
conclusion that the products and articles are not "like" each other,
nor should the definition of "like product” be interpreted in such a
fashion as to prevent consideration of an industry adversely
affected by the imports under investigation. (Emphasis added.) 9/

Therefore, we determine that there is one like product, steel wire
nails. It should be noted that, were our determination as to like product
different, separate financial and employment data for different types of nails
cannot be provided by domestic producers. Thus, in any case, we would examine
data for domestic nail manufacturers as a whole, rather than for each like
product, as required by section 771(4)(A). Thus, we examined the impact of
imports from Korea on one domestic industry, the producers of steel wire

nails. 19/ 1}/

9/ Senate Rep. No. 96-249, 96th Cong. 1lst Sess. at 90-91 (1979); (emphasis
added).

10/ Our definition of industry here should not be construed as a repudiation
of the analysis in Certain Steel Wire Nails From the Republic of Korea, Inv.
No. 731-TA-26, USITC Pub. No. 1088 (1980). See views of Chairman Alberger,
Vice Chairman Calhoun, and Commissioner Stern. There it was found that these
were seven like products, each consisting of a different nail coating. Over
50 percent of the LTFV nails in the 1980 case consisted of electro-galvanized
nails, a nail variety produced to a very limited extent in the United States.
Such nails compete to a limited degree with domestically-produced hot-dipped
nails, but the two are not fungible. The electro-galvanized nail is produced
by a different process, has a thinner zinc coating, and is significantly
- cheaper. .

The information in our earlier investigation showed price depression in
certain nail lines, but not for those nail coatings where the bulk of the
domestic production was concentrated. Hence, the Commission was unable to
find any causal relationship between the lower prices of certain LTFV nails
and the difficulties experienced by the domestic industry.

(Footnote continued)
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Material injury by reason of LTFV imports

Section 771(7) of the Tarriff Act of 1930 directs the Commission to
consider among other relevant factors the volume of imports, the impact of the
imports on domestic prices, and the consequent impact on the domestic industry.

Volume of imports--The volume of imports of steel wire nails from Korea

into the United States declined from 92,000 short tons in 1979 to 76,000 short
tons in 1980, then increased by 51 percent to 115,000 short tons in 1981. 12/
This increase occurred at a time when domestic consumption was steadily
declining. Thus imports from Korea increased their share of the market from
10 percent in 1979 to 19 percent in 1981. 13/

In the first 5 months of 1982 imports from Korea declined, when compared
with the first 5 months of 1981, by 7,000 short tons or 14 percent. 14/
Domestic consumption however declined by 21 percent during January-May of
1982. This resulted in imports from Korea again increasing their share of the

market, by 2 percentage points, from 22 percent to 24 percent. 15/

Effect of imports on prices.--In this and prior investigations on nails, it

has become clear that the nail market is very competitive and price is a

(Footnote continued)

Our adoption of a single like product, nails, does not foreclose
consideration of the competitive relationships between different categories of
nails and nail coatings.

11/ Our affirmative determination rests on our finding of a causal link
between LTFV imports and material injury to the domestic industry. Such a
link was lacking in 1980. There is information showing that imported bright
nails undersold domestic bright nails. Bright nails are manufactured in
significant quantities in the United States. There is also information that

‘t@e volume of LTFV imports has increased in contrast to the declining volume
presented in 1980.

12/ Report at A-28.
15/ 1d.

T4/ 1d.

15/ Id. at A-29.
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critical factor in making sales. The Commission has collected information on
four types of nails from the domestic producers of nails and the importers of
nails from Korea. The most complete and reliable price information was on the
l6-penny bright common nails. The weighted average price of these nails
imported from Korea in the first quarter of 1979 wasv25.b cents per pound as
compared with 23.3 cents per pound for the comparable domestically produced
nail. The price of the domestically-produced 16 penny bright nail was 25.4
cents per pound in the first quarter .of 1981 and 26.2 cents per pound in the
second quarter of 1981. The price of the nails from Korea had declined to
22.5 cents per pound in the first quarter of 1981 and 22.8 cents per pound in
the second quarter. Thus, in the first two quarters of 1981, the period
during which the Department of Commerce found less than fair value sales to
have occurred, the nails imported from Korea were underselling the domestic
nails by 11.4 and 13.0 percent, respectively. 16/ Furthermore, in the third
quarter of 1981, the price of the domestic product actually declined tb 25.9
cents per pound and then to 24.6 cents per pound in the last quarter of 1981.
This drop in prices indicates an attempt by domestic producers to compete with
the price of the imported product. Since the cost of production has increased

and prices have decreased, there is evidence of price depression.

Impact of imports on the domestic industry.--The economic indicators for the

U.S. steel wire nail producers present a picture of an industry suffering
material injury. Production declined from 1979 to 1981 by 91,000 short tons

or 28 percent. A continued drop of 30 percent is reflected in the first 5

16/ Report at A-31.
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months of 1982 compared with the first 5 months of 1981. 17/ Capacity
utilization declined from 52 percent in 1979 to 45 percent in 1981. 18/ This
decrease would have»been greater were it not for a concurrent drop in capacity
of 112,200 short tons, or 18 percept, }2/ due in part to some domestic
producers going out of business. U.S. producers' domestic shipments have
followed a declining trend similar to production, dropping by 96,000 short
tons or 31 percent from 1979 to 1981. A continued decline of 15 percent is
indicated in the first five months of 1982. 20/ Employment has dropped from
2,044 in 1979 to 1,339 in 1981.

VThese indicators most clearly manifest themselves in the financial
experience of the domestic industry. Profit-and-loss data submitted to the
Commission Showva steady decline in profitability. In 1979 the industry
posfed an operating income of $1.2 million dollars, with a ratio of operating
income to net sales of 0.7 percent. By 1981 the operating income had become
an operating loss of $6.3 million dollars with a negative ratio of operating
income to net sales of 5.C pc:;:nt In 1979, 5 oi itie fourteen firms from
whom data was collected reported operating losses; by 1981 the number of such
firms had doubled. 21/

It has been well documented in this and prior investigations that sales
of nails are closely related to the performance of the housing industry.

Counsel for the Korean producers has argued that it is the decline in the

12/ Report at A-12.
18/ 1d. at A-15
19/ 1.

20/ 1d. at A-16.
gl/ _I_d_o at A-24;
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housing industry and not imports from Korea that had an impact on the nail
producing industry. There is clearly a decline in housing starts in recent
months as well as a decline in consumption. However, in the face of this
decline in consumption, nails from Korea increased both their volume and
market penetratibn.

The nature of the supply relationship in the market for nails has made it
difficult to substantiate instances of lost sales. The major purchasers of
steel wire nails solicit bids and make purchases fro? both domestic producers
and importers as a matter of course. Therefore. it is difficult to determine
thatba particular sale was lost by domestic producers to LTFV imports from
Korea. But because direct competition between dnmectic and Korean producers
is common, price undercutting by Korean firms is more likely to force domestic
producers to lower prices.

Although there are other factors which may have contributed to over-all
injury to the domestic industry, gg/ the data gathered in this investigation
makes clear that the U.5. steel wire nail industry is being materially injured

by the LTFV imports of steel wire nails from Korea.

22/ Counsel for the Korean producers has also argued that imports from Korea
are simply replacing those from Japan and that it is increased imports from
the People's Republic of China (China) that are having "a far stronger impact
on the domestic industry than imports from Korea."

While it is true thot importc frox Xoica aud Japdan together have
represented approximately the same percent of imports, this share of imports
represented a larger volume of imports in 1981 at a time of declining
consumption. Imports from Korea were responsible for this increased volumes
imports from Japan have declined. Thus imports from Xorea have penetrated
further into the U.S. market. Although imports from China have increased from
1979 to the present, the volume of these imports is still well below the
volume of nails from Korea.
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Additional Views of Commissioner Paula Stern

I agree with my colleages that the impact of subsidized imports from
Korea must be measured on the domestic producers of all steel wire nails.
Because separate financial and employment data for diffetrent types ofAnails
cannot be provided ﬁy the domestic producers, much of the discussion on like
product is indeed moot,‘given the provisions of section 771(4)(A)(

Furthefmore, regardless of whether the industry is regarded as one
aggregate or seven individual indust£ies; a consideration of the cdmpetitive
relationships between different categories of nails can be appropriate to
determining the conditions of trade and competition. For example, as the

majority points out in footnote 10, in Certain Steel Wire Nails from the

Republic of Korea, Inv. No. 731-TA-26 (1980), over 50 percent of the LTFV

nails consisted of electro-galvanized nails, a nail variety produced to a very
limited extent in the United States. Such nails compete to a limited degree
with domestically produced hot-dipped nails, but the two are not fungible.

The electro—gal&anized nail is produced by a different process, has a thinner
zinc coating, and is significantly cheaper.

The information in the 1980 investigation showed price depression in
certain nail lines, but not for those nail coatings where the bulk of the
domestic production was concentrated. Hence, the Commission was unable to
find any causal relationship between the lower prices of certain LTFV nails
and the difficulties experienced by the domestic industry.

There is now a more clearcut relationship between the LTFV imports and
the deterioration in the position of domestic producers, whether grouped into
one aggregate industry or divided into product lines. In the present case,
margins of undefselling with resultant price depression are found in bright

nails, whre the bulk of domestic production is concentrated.
' 11
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I agree with my colleagues that classifications of nails based on type or
size may in certain situations provide useful information. PFowever, the
multiplicity of possible alternative classifications of nails is not
sufficient in and of itself to invalidate a division of the domestic industry
into narrower product lines. 1In spite of the fact that the discussion of the
scope of the domestic industry in the case has no impact on the determination,
for purposes of satisfying the Commission's statutory obligations, I find it
most appropriate to retain the like product analysis of the earlier title VIT
investigations of nails. 1/ I find seven like products: electrogalvanized,
bright, vinyl-coated, cement-coated, hot-galvanized, phosphated-coated, and
blued nails. I join the majority in all other aspects of {ts analyeic

supporting én affirmative determination.

1/ USITC investigation Nos. 731-TA-45, 46 and 47 (Preliminary), USITC Pub.
No. 1175 and USITC investigation No. 731-TA-26 (Final), USITC Pub. No, 1088.

12
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ADDITIONAL VIEWS OF COMMISSIONER MICHAEL J. CALHOUN

In my assessment of the information before us, I concur with the views
of the majority and with those of Commissioner Stern in both analysis of
and the conclusion reached regarding the impact of impérts on the domestic
industry. Indeed, I concur with both views on the mattef of what group of
producers ought to be the focal point for assessing the impact of imports.
Where I differ with both views is in how I arrive at the appropriate grouping
of démestic«producers against which the impact of imports is to be measured.

That in a majority determination there are three different approaches
to identifying the same group of producers as the focal point of the material
injury analysis can be viewed as a plain demonstration of the exaggerated
importance given the matter. To be sure, the way in which‘we choose domestic
prodﬁcers for purposes of measuring imﬁort impact can be considered, in
most instances, as overly academic if not seeminély making much out of
little; This is especially so in light of the fact that, in this case
anyway, Section 771(4)(D) compels assessment of impact against all nail
producers no matter how one defines industry and like product.

But as has been my expressed view since joining.this body, we remain
in the very early stages of the interpretation of this statute. Thus, in
each case before us we either establish or ratify important principles and

standards for applying the statute to fact. As a result, each case requires

13
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. us to be as attentive as possible to how we interpret language and apply
fact to law, not simply for consistency but also for clarity and precision.
While many cases may be resolved without turning on the meaning of a particular
provision, the one case which arises that relies‘heavily on it is captive
of the meéning or lack of meaning we have given it previously. So what
may appear to be myopic preoccupation with like product analysis is neither.
Rather, it is part of the necessary process of methodically establishing
the meaning of the Trade Act of 1979.

This is the fourth investigation of nails since the passage of the
Trade Agreements Act of 1979. It is the second final investigation. The
first was decided in August 1980. 1In that first final investigation, No.
731-TA-26, the Commission found seven domestic like products corresponding
to each type of import. In the present investigation, we are confronted
with virtually the same range and type of imported nails. However, we
face the matter before us with the cumulated experience of, now, four
investigations of nails in two years.

In this regard, I find that there is one domestic like product, nails
undifferentiated by type. I reach this finding based on my view that the
fundamental article being imported is nails. This cénclusion arises owing
to the interaction of three factors which characterize the imported nails
before us.

First, the production of nails in the United States is typically a
process in which the great bulk of production cost is associated with the

manufacture of the product from which all other finished nails are made,

14
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making the manufacture of the intermediate product, not necessarily the
finished one, the heart of production. Thus, as the majority observed,
imports of a particular type of nail will have an impact‘not only. on the
domestic production of the identical type of naii, but also on the underlying
production in toto. But, more important, because of this concentration of
production costs at the undifferentiated stage of product manufacture,

import mix can be ready and easily shifted to meet any domestic market
condition from type restriction to market preference.

Second, while there are seven types of nails being imported grouped on
the basis of finish, there are numerous types of nails which can be grouped
on the basis of length and diameter, type of head, or specialized use.

Thus, for just about any rational basis, nails can be diffentiated and
distinguished from one another. Such a circumstance suggests to me that
individual nails have as much in common as they are different and efforts

to group them in a meaningful way must rely upon arbitrary factors rather

than upon distinctions discernible in the marketplace. While order composition
is articulated in terms of coating, they also identify, and the marketplace
distinguishes, by size, use, etcetera.

Third, patterns in the marketplaée indicate that.despite particular
coatings, types of heads and length and diameter afe very important factors
in distinguishing which nail to use in a particular circumstance. Purchases
of nails at the wholesale and distribution levels are made in bulk, containing
a broad mix of types of nails whose distribution is subject to only limited

control by the purchaser. It is rare that a specific type of nail will

15
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comprise a whole order. vThus, the market at the wholesale level seems to
view nails as a mixed unit rather than as distinct product types. The
most important thing is that a range of types be available.

In this investigation, I find‘that there is one imported article,
steel wipe nails. 1/ Furthermore, domestically produced steel wire nails
correspond in all reépecté in characteristics and uses to the imported
article and, therefbre, ére the like product. Thus, the domestic industry

consists of the domestic producers of steel wire nails.

1/ 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 6U46.26, respectively, of the
TSUS. Report at A-T. B
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On July 2, 1981, the U.S. International Trade Commission received advice
from the U.S. Department of Commerce (Commerce) that it was initiating an
antidumping investigation concerning imports of certain steel wire nails from
Japan, the Republic of Korea (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. Therefore, the Commission instituted 1/ preliminary
~antidumping investigations on July 2, 1981 (Investigations Nos. 731-TA-45, 46,
and 47 (Preliminary)).

On August 11, 1981, the Commission determined that there is a reasonable
indication that an industry in the United States is materially injured Z/ by
reason of imports from Korea of steel wire nails, which are allegedly being
sold in the United States at less than fair value (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 Commerce pursuant
to section 734(a) of the Tariff Act of 1930 on the basis of assurances
provided by the Japanese nail manufacturers. Therefore, the Commission

terminated investigation No. 731-TA-45 (Preliminary) without making a
determination on imports from Japan.

On January 29, 1982, Commerce made a preliminary determination 3/ 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.

Notice of the Commission's institution of investigation No. 731-TA-46
(Final) and of the public hearing to be held in connection therewith was 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 February 18, 1982 (47 F.R. 7349). 4/

On March 30, 1982, the U.S. Department of Commerce announced an extension
of the investigation for up to 60 days, with its final LTFV determination due
not later than June 18, 1981. On this date, Commerce made a final
determination that certain steel wire nails from the Republic of Korea are
being, or are likely to be, sold in the United States at less than fair value,
with an overall weighted average margin on all sales compared of 3.8 percent.

The Commission notified Commerce of its final determination in this
investigation within 45 days after the final Commerce action, or by August 2,
1981. The briefing and vote were held on July 22, 1982.

1/ The Commission notice of institution is preseuted in app. A.
2/ Coumissioner Stern voted that there is also a threat of material injury.

3/ A copy of the Department of Commerce preliminary determination is
presented in app. B.

A-1
ﬁ/ A copy of the notice of institution is presented in app. C.
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Other U.S. International Trade Commission Investigations
Concerning Steel Wire Nails

On January 19, 1982, the Commission and 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 Korea,
classifiable under items 646.25 and 646.26 of the Tariff Schedules of the
United States (TSUS). The Commission therefore instituted 1/ a preliminary
countervailing duty investigation under section 703(a) of the Tariff Act of
1930 (19 U.S.C. 1673b(a)) to determine whether there is a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from Korea of steel
wire nails upon which the petitioners allege bounties or grants are being
paid. On February 23, 1982, the Commission made a unanimous determination
that there was a reasonable indication that the domestic nail-producing
industry was being materially injured or was threatened with material injury
by reason of imports of steel wire nails from Korea. On June 18, 1982, the
Department of Commerce made a preliminary determination that benefits which
constitute subsidies within the meaning of the countervailing duty law are
being provided to manufacturers, producers, or exporters in Korea. The
estimated net subsidy is 3.0 percent of the f.o.b value of the reported
merchandise.

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
Tariff Schedules of the United States (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

The products which are included within the scope of this investigation
are one-piece steel wire nails made from round steel wire rod. Nails fitting
this description are available in a variety of heads, shanks, points, sizes,

1/ A copy of the notice of institiution is presented in app. D. A
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and finishes. 1/ An indication of the variety of nails can be seen in

figure 1. Nails are generally used to join two pieces of material, usually
wood .

Nails are produced by drawing wire rod through a nail machine, where the
head is formed. It is then pushed through the machine until the nail is of
the desired length at which time it is pinched to form a point and then cut.
The nail is then expelled and collected for tumbling or for further
finishing. The basic nail produced is a bright common nail. Various finishes
are applied to nails to improve their holding ability or to prevent rust

and/or corrosion. Common coating materials include zinc (galvanized nails),
cement, and vinyl. '

Nail Finishes

Galvanized nails.--Nails are galvanized with a zinc coating to prevent
rust and corrosion. Two methods commonly used to galvanize nails are
electrogalvanizing and hot-dip galvanizing. Electrogalvanizing is a process
in which a pure coating of zinc of controlled thickness is applied to nails.
In the hot-galvanizing process, nails are coated by dipping them in molten

zinc, resulting in a thicker coating of zinc and a product which has greater
resistance to rust and corrosion.

Although the hot-galvanized and electrogalvanized nails are often used
interchangeably, there are instances in which one nail is preferred over the
other. In the course of this investigation and previous investigations
concerning nails, the 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 greater corrosion protection of hot-galvanized nails is not required for
this application. In 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.

Cement-coated nails.--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.--Vinyl-coated nails, often called green vinyl 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.

A3
1/ A complete description of nail types and the manufacturing process is
presented in app. E.




A-4

Figure 1.—-Types of steel wire nails.
g
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Source: Sales brochures of Atlantic Steel Co. and Republic Steel Corp

Note.--The above nails are normally available in bright, galvanized, or
cement-coated finishes, and most can be supplied with different heads: shanks

(e.g. ring, screw, or of nonstandard gage), or points,
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Vinyl-coated nails have been in production only since about 1975, when it
was developed by Air Nail Corp. in Los Angeles. 1/ It quickly became popular
on the west coast, taking a significant share of the market 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.

Other coatings.--There are other coatings available, including phosphate-

coated, blued, and painted. These nails make up a small percentage of the
nails produced in the United States.

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.

Korean nails are available in a variety of nail sizes and finishes. A

breakdown of imports from Korea, by nail finishes, for the period January-July
1981 are shown in the following tabulation. 2/

Percentage distribution

Type of imports from Korea

Electrogalvanized- 31.3
Bright - 21.8
Vinyl-coated- 17 .4
Cement-coated - 10.5
Hot-galvanized- 5.4
Phosphat e-coated - 4.9
Blued- 1.0
Other 7.6

Total- '100.0

The Korean industry.-—-The Xcrcan stcel wire nail iidusiiy consists of 28
companies, most of which are small nonintegrated firms. Five of these
producers operate large modern establishments that were founded by Japanese
interests. Many of these firms are export oriented, and the United States is
the principal export market. During .Jannary 1979-May 1982, 25 percent of
total exports of steel wire nails to the United States were from 15 Korean
firms. Information on the 15 Korean firms that export to the United States

and that were subject to the Department of Commerce investigation is shown in
table 1.

1/ Based on information provided in the prehearing statement submitted on
behalf of the Korean Metal Industry Cooperative, May 1980, Inv. 731-TA-26
(Final)

A-5
2/ Provided by counsel for the Korean producers.
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Table l.--Steel wire nails: Korean exports, 1/ 1979-81,
January-May 1981 and January-May 1982

(In short tons)

Period : Production : Total : To the : To other

: : exports : United States : countries
1979 —— e : *kdk kkk o Kkk * k%
Y- M— : kkk kkk kkk *kk
198]—————m e : k% dokk o *kk * %%

January-May-- : : : :

1981 : 2/ : kkk kkk o g sk
1982 : 2/ : *kk . kkk o *kk

1/ Provided by counsel for the Korean Metal Industry Cooperative.
Z/ Not available.

Two of the Korean companies that export to the United States, Jin Heung
and Samchok, were excluded from the final determination of LFTV sales by the
Department of Commerce. These two firms together accounted for * * * percent
of exports to the United States in 1979, * * * percent in 1980, * * * percent
in 1981, and * * * percent in January-May 1982.

The five modern 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 Japan
because:

1. Wages in Korea were lower.

2. The Japanese in Korea were not bound by the Japanese practice of
hiring workers for life. Instead, they could hire and fire workers
as the market required.

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 in their Korean facilities

of more than $7 million. The facilities had a capacity to produce about
70,000 short tons of nails a year.

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 availabd# 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 highest
quality in the world.

U.S. tariff treatment.--Imports of steel wire néils 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. 1/

These two items account for the bulk of the steel wire nails 1mported 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) 2/ for
these two TSUS items is 0.5 percent ad valorem. The column 2 rates of duty 3/
for these two items are 2 percent ad valorem and 3.5 percent ad valorem,
respectively.

Round wire nails of steel 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 (GSP). i/ 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 for any further reductions as
a result of the Tokyo round concessions. The rate of duty for item 646.25 was
0.5 cent per pound from January 1, 1948, to December 31, 1979. The rate of

duty for item 646.26 was 0.1 cent per pound from January 1, 1971, to December
31, 1979.

}/ Brads, spikes, staples, and tacks also classified in these items are not
included in this investigation.

2/ Col. 1 rates of duty are most-favored-nation (MFN) rates and are
appllcable to imported products from all countries except those communist
countries and areas enumerated in general headnote 3 (f) of the TSUS. However,
these rates would not apply to products of developing countries where such
articles are eligible for preferential tariff treatment provided under the
Generalized System of Preferences or under the "LDDC" rate of duty column.

é/ Col. 2 rates of duty apply to imported products from those Communist
countries and areas enumerated in general headnote <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>