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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 731-TA-113 and 114 (Preliminary)
CARBON STEEL WIRE ROD FROM BRAZIL AND TRINIDAD AND TOBAGO

Determinations

| On the basié of the £é§0td 1/ developed in fhe subject investigations,
the Commission determines, pursuant to section 733(a) of the Tariff Act of
1936 k19‘U.S.C. § 1673b(a)), that there is a reasonable indication that an
industfy in the United States is materially injﬁred by reason of impofts from
Brazil (invé;tigatién No. 731-TA-113 (Preliminary)) and Trinidad and Tobago
(investigation No. 73i—TA;ll4 (Preliminary)) of carbon steel wire rod,
provided forwin ifem 607.17 of thé Tariff Schedules of the United States,
which are alleged to‘be sold, of likely to be sold, in the United States at

less than fair value (LTFV). 2/

Background

On September 30, 1982, a petition was filédfw;th the Commission and the
Department of Commerce by counsel on behalf of Atléntic Steel Corp.,
Continental Steel Corp., Georgetown Steel Corp., Georgetown Texas Steel Corp.,
and Raritan River Steel Co., domestic producers of carbon steel wire rod,
alleging that imports of carbon steel wire rod from Brazil and Trinidad and
Tobago are being, or are likely to be, sold in the United States at LTFV
within the meaning of section 731 of the Tariff Act of 1930 (19 U.S.C.

§ 1673). Accordingly, effective September 30, 1982, the Commission instituted

1/ The record is defined in sec. 207.2(1i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i), 47 F.R. 6190, Feb. 10, 1982).

2/ Commissioner Stern also determines that there is a reasonable indication
that an industry in the United States is threatened with material injury by
reason of allegedly LTFV imports of carbon steel wire rod from Trinidad ang
Tobago.



preliminary antidumping investigations under section 733(a) of the Act (19
U.S.C. § 1673b(a)) to determine whether there is a reas§nable 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 of such merchandise from Brazil and
Trinidad and Tobago.

Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewith was giveﬁ 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 October 14, 1982 (47 F.R. 45980). The conference was held in
Washington, D.C., on October 25, 1982, and all persons who‘requested'the

opportunity were permitted to appear in person or by'counsel.
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VIEWS OF CHAIRMAN ECKES AND COMMISSIONER HAGGART

Based on the record in these investigations, we conclude that there is a
reasonable indication that an industry in the-United States is materially
injured by reason of imports of carbon steel wire rod from Brazil, which are
allegedly sold at less than fair value. We also find that there is a
reasonable indication that an industry in the United States is materially
injured by reason of imports of carbon steel wire rod from Trinidad and
Tobago l/, which are allegedly sold at less than fair value.

In the following analysis, we first define the domestic industry and then
examine the condition of the domestic industry in terms of the relevant
economic indicators. Finally, we examine the causal relationship betweeﬁ the
condition of the domestic industry and the allegedly dumped imports on a

country by country basis.

Domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry”
as the "domestic producers as a whole of a like product or those producers
whose collective output of the like Rpoduct constitutes a major proportion of
the total domestic production of thﬁt product.” Section 771(10) defines "like
product” as a product which is like, or in the absence of like, most similar
in characteristics and uses with the article under investigation.

Both imported and domestic carbon steel wire rod are hot-rolled,

semifinished, coiled products of solid, round cross section, not under 0.20

l/ Hereinafter referred to as Trinidad.
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inch nor over 0.74 inch in diameter which arelﬁroduced 1ﬁ a variety of
different grades, sizes and qualities.

There are three types of carbon steel wire rod based on cérbon content:
low, medium—high, and high carbon steel wire rod. Each of these types has
distinct characteristics and uses. 2/ Based on the information now available,
we conclude that low, medium-high, and high carbon steel wire rod can be
considered separate like products. 3/ However, domestic producers were not
able to break out their data on the basis of low, medium—high, and high carbon
steel wire rod because of the way in which their records are kept. 4/ Since
available data do not permit the identification of these separate like
products, the effect of the imports allegedly sold at less than fair value is
assessed under section 771(4)(D) of the Act by examination of the production
of the narrowest group which includes the like products for which the
necessary information can be provided. The narrowest group of'products which

includes the like products is all carbon steel wire rod. Thus,

g/ See Report at A-4 . Within the low carbon category, continuous cast and
rimmed wire rod can be distinguished to some degree on the basis of
characteristics and uses. Since cast rod is substitutable for rimmed rod in
all but five percent of the end use applications, we conclude that cast rod is
like rimmed rod and domestic producers of both products should be considered
as part of the domestic industry. See Commission Report at A-4. The majority
of the domestic producers informed the Commission that they could not break
out their data on the basis of cast and rimmed wire rod.

2/ We note that although counsel for Iscott, the wire rod producer in
Trinidad, has argued that Iscott makes a higher quality cast wire rod, there
was no argument that its wire rod is a separate like product.

4/ See Carbon Steel Wire Rod from Belgium and France, Inv. Nos. 701-TA-148
and 150, hearing transcript at p. 122, which has been made a part of this
record. The domestic producers gave the Commission general estimates of low,
medium-high, and high carbon steel wire rod production, but these estimates
were not based on actual figures.
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the domestic industry for purposes of these preliminary investigations

consists of the producers of all carbon steel wire rod.

Condition of the domestic industry

The domestic industry as a whole is experiencing problems. 2/ The
industry's financial performance, production, shipments, capacity utilization,
and employment levels all declined during the period under investigation. The
industry has experienced its most severe decline in these indicators in the
most recent period for which data are available (January-June 1982).

Aggregate production decreased from 5.3 million tons in 1979 to 4.7
million tons in 1981. Production for the most recent period of January-June
1982 was 1.8 million tons as compared to 2.5 million tons in the corresponding
period in 1981, a decrease of approximately 28 percent. There was a similar
decline in aggregate shipments during 1979-1981. This decline became somewhat
sharper in the first half of 1982 as aggregate shipments declined by 31
perceﬁt as compared to the corresponding period in 1981.‘ Capacity utilization
for the industry fell from 87.7 percent in 1979 to 60.5 percent in the first

half of 1982. 6/

5/ The domestic producers of carbon steel wire rod can be divided into two
groups: the integrated producers and the nonintegrated producers. The record
in this investigation shows that the nonintegrated producers are gaining
market share at the expense of the integrated producers. The integrated
producers, as compared to the nonintegrated producers, have shown much weaker
indicators of economic performance during the period under investigationm.
However, during the period January-June 1982, both the integrated and the
nonintegrated producers experienced downturns in all economic indicators at
the same time that imports increased.

6/ The capacity utilization of the integrated producers fell from 98.5
percent in 1979 to 54.4 percent in January-June 1982 despite the closing of
all wire rod facilities at Jones & Laughlin and the closing of certain rod
mills operated by U.S. Steel. Concurrently, the capacity utilization of the
nonintegrated producers fell from 75.6 percent to 64.9 percent.
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The industry has suffered declining employment levels throughout the
period with significant declines in January-June 1982. Employment decreased
by 33.5 percent during January-June 1982 while the number of hours worked
declined by a commensurate 33.1 percent, as compared to the corresponding
period in 1981. During the same period, the industry has managed to decrease
its unit labor costs from $60 per ton to $55 per ton.

Twelve firms, accounting for about 90 percent ofvtotal U.S. producers'
shipments of carbon steel wire rod in 1981, provided profit and loss figures.
Aggregate industry profit fell from $17.9 million in 1979 to an operating loss

of $40.2 million in January-June 1982.

Carbon Steel Wire Rod from Brazil

We determine that there is a reasonable indication that allegedly dumped
Brazilian imports have caused material injury to the domestic carbon steel
wire rod industry. Our decision is based primarily on the sharp increase in
imports from Brazil in the first half of 1982, evidence of underselling, and
lost sales to Brazilian imports.

There were negligible imports of carbon steel wire rod from Brazil in
1979 and no imports in 1980. Imports from Brazil reached 32,579 tons in 1981,
all of which entered in the last half of the year. For the first six months
of 1982, these imports increased to over 69,000 tons, double the 1981 levels.
Brazil's entry into the U.S. market and its steadily increasing market share
coincide with the decline in U.S. apparent consumption. Imports from Brazil
have increased as a share of apparent U.S. consumption from less than 0.05

percent in 1979 to 3.3 percent in January-June 1982, while such imports have
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increased as a share of U.S. noncaptive consumption ffoﬁ less than 0.05
percent in 1979 to 5.0 percent in January-June 1982. 7/ |
The best pricing data is available for standard quality wire rod, AISI

designation 1008, the most fungible product in the market. Pricing data

available for imports from Brazil indicate a steady downward trend during the
period under investigation. Prices of Brazilian rod decreased by 11.5 percent
from the third quarter of 1981 to the second quarter of 1982. During the same
period, prices for comparable domestic rod declined by only 8.5 percent.
Direct pricing comparisons between domestic rod and Brazilian wire rod
indicate that Brazilian rod undersold domestic rod in two of the four quarters
for which information was available.

Lost sales information also indicates that wire rod from Brazil is
causing injury to the domestic industry. During the period January 1981
through June 1982, the domestic industry alleged 27 separate instances of lost
sales to the imported product. The Commission staff was able to verify that
in 14 of those instances, the purchaser bought imported rod from Brazil
primarily because of its lower price. These lost sales amounted to over
24,000 tons, or about 25 percent of the imports reported for the period

January 1981 to June 1982.

Z/ Domestic shipments are divided into transfers or sales to related wire
drawers (captive shipments) and sales to non-related wire drawers (commercial
shipments). Apparent U.S. consumption is calculated by adding U.S. producers'
total shipments (i.e., commercial shipments and captive shipments) and imports
for consumption, and by subtracting U.S. exports from that sum. Apparent U.S.
noncaptive consumption is calculated by adding U.S. producers' commercial
shipments and imports for consumption, and by subtracting U.S. exports from
that sum.
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Carbon Steel Wire Rod from Trinidad

We determine that there is a reasonable indication that allegedly dumped
imports from Trinidad have caused material injury to the domestic carbon steel
wire rod industry. Our decision is based primarily on the sharp increase in
imports from Trinidad since their entrance in the mafket in the last quarter
of 1981, preliminary indications of underselling in the U.S. market, and
confirmed lost sales because of price.

Production of carbon steel wire rod in Trinidad began in July 1981. For
the remainder of that year, Trinidad shipped 6,010 tons of wire rod to the
United States. In January-June 1982, imports from Trinidad increased to
19,645 tons, more than triple the 1981 level. Additionally, an analysis of
wire rod shipments from Trinidad on a quarterly basis indicates that such
imports increased steadily from the third quarter of 1981 to the third quarter
of 1982. This significant increase comes at a time when domestic consumption
has declined precipitously. Imports from Trinidad hgve increased as a share
of apparent U.S. consumption from 0.1 percent in 1981 to 1.0 percent in
January-June 1982, while such imports increased as a share of apparent U.S.
noncaptive consumption from 0.2 percent in 1981 to 1.4 percent in January-June
1982. 8/

For purposes of this preliminary investigation, the limited pricing data

on wire rod from Trinidad provide a reasonable indication of underselling..gl

8/ See Report at A-3(0, See Footnote 7 on p. 7.

Ey Much of the information on prices is derived from information obtained
during Investigations Nos. 701-TA-148-150, Carbon Steel Wire Rod from Belgium,
Brazil and France. In response to questionnaires sent to purchasers in those
investigations, the Commission also received some pricing information on wire
rod from Trinidad.
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A comparison of the weighted-average~delivered prices paid by purchasers of
standard quality low-carbon steel wire rod from the U.S. with those by
purchasers of comparable wire rod from Brazil and Trinidad reveals that the
wire rod from Trinidad was, on average, the lowest priced of the three. 10/
In both quarters for which data are available, wire rod from Trinidad
undersold the domestic product. 11/ Additionally, information indicates that
prices of wire rod from Trinidad have declined in each successive quarter in
which such rod was sold in the U.S. market. Finally, the Commission staff

confirmed two lost sales to imports from Trinidad on the basis of price.

10/ An analysis of customs unit values also indicates that the imports from
Trinidad have lower customs values than those from Brazil. See Report at A-37.

ll/ Counsel for Trinidad has provided the Commission with pricing
information which suggests that the wire rod from Trinidad oversells its U.S.
competition in the Gulf area. The Commission has been unable to determine
whether pricing trends by regional areas exist or to examine fully the impact
of imports in other areas of the country during the course of this preliminary
investigation. If this investigation returns for a final determination, we
will explore this question more fully.
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ADDENDUM TO VIEWS OF CHAIRMAN ECKES AND COMMISSIONER HAGGART

These comments relate to points raised in Commissioner Stern's views,
which begin on the opposite page.

We note that Commissioner Stern's views in these investigations include
comments on other investigations which the Commission has officially
terminated, l/ namely investigations regarding certain carbon steel products
from Belgium, France, Italy, Luxembourg, the United Kingdom and the Federal
Republic of Germany.

A majority of the Commission determined that this agency had legal
authority to terminate those investigations (19 USC 1671c(a)), and concluded
that such action was consistent with the public interest and sound,
responsible agency practice. Because these carbon steel subsidy
investigations were officially terminated, we have not issued views explaining
our votes in those investigations, which were announced prior to the
terminations.

Any reference whatsoever to our supposed rationale for deciding those
investigations is entirely speculative and conjectural. The views of
Commissioner Stern on the carbon steel cases stand alone. In our opinion,
they should not be accorded legal significance, and thus are of no

precedential value.

l/ See 47 Fed. Reg. 49104 (1982) and Commission Notice of Termination issued
Nov. 10, 1982 (to be published in the Federal Register).

10
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VIEWS OF COMMISSIONER PAULA STERN

INTRODUCTION

I determine, pursuant to section T31l(a) of the Tariff Act of
1930 (hereinafter the Act), ¥/ that there is a reasonable indication
that an industry in the United States is materially inJjured and
threatened with material injury by reason of alleged less-than-fair-
value imports of carbon steel wire rod from Brazil and Trinidad and
Tobago.

The reasons for my determination in these two cases closely
parallel my views in the recent final countervailing duty investigations
involving imports of carbon steel wire rod from Belgium and France. *¥/
In brief, the domestié industry producing carbon steel wire rod is
suffering severe injury as demonstrated by virtually all economic
indicators at the Commission's disposal. The situation of this industry
is rapidly deteriorating. The subject importé from Brazil and Trinidad
and Tobago, allegedly sold at less than fair value, are underselling
domestically-produced wire rod and have rapidly captured a significant
share of apparent U.S. consumption. Although our data is incomplete

at this stage of our investigation, the best information available to

¥/ 19 U.S.C. section 1673(a).

¥¥/ These investigations were terminated by a 2-1 vote of the Commission
after the Commission had reached a unanimous negative final determination
with respect to imports from Belgium (Inv. No. TO1-TA-148) and an
affirmative determination with respect to imports from France (Inv. No.
TO1-TA-50. I dissented from the Commission majority's vote to terminate
these investigations because in my view the withdrawal of the petitions

by petitioners in those cases after the Commission's vote is not authorized
by the statute. See Action Request INV-82-259, Terminating Inv. Nos.
701—TA—éh8/150(F), and accompanying memorandum of Commissioner Stern,
CO2-F-T8.
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us also provides a reasonable indication that the ability and likelihood
of the producer in Trinidad and Tobago to increase its exports to the
United States poses a reasonable indication of threatened material injury
that is both real and imminent.

For purposes of this preliminary investigation, the effect of the
subject imports from Brazil and Trinidad and Tobago must also be
considered in light of the impact of other unfairly traded imvorted
carbon steel wire rod from France */ and Venezuela. ¥¥/ ¥¥¥/ preliminary data
indicate that imports from each of these countries compete in the same
market, are directed to the same end-users, pass through the same
channels of distribution, and are priced similarly. fffj/ Furthermore,
these cases on a narrowly defined product line are set against the
overall plight of the entire steel industry in the United States. I
have discussed these subjects in detail in my "Views" written in support

of my determinations in Certain Carbon Steel Products from Belgium, France,

Italy, Luxembourg, the United Kingdom, and the Federal Republic of Germany,

which were decided by the Commission on October 15, 1982. I am, there-

fore, incorporating those "Views" into the present ones at the end.

f/ On September 27, 1982, the Department of Commerce published a final
determination that imports of carbon steel wire rod from France are bene-
fitting from subsidies. See 47 F.R. L2k22,

¥%¥/ On July 23, 1982, the Department of Commerce published a preliminary
determination that imports of carbon wire from Venezuela are being sold in
the United States at less than fair value. See 47 F.R. 31910.

*%¥%/ An earlier countervailing duty case involving imports of carbon steel

/ wire rod from Brazil (Inv. No. TO1-TA-1L49, Final), was suspended by the
Commission on October 6, 1982, LT F.R. L4166, pursuant to an agreement be-
tween the Department of Commerce and the government of Brazil. The suspension
agreement is based on the institution of an export tax by the government of
Brazil which effectively negates the subsidy originally found to be conferred

on Brazilian producers' and exporters' shipments of the subject merchandise.

*¥%¥¥% /Should these cases return for a final investigation, I would expect
the Commission to gather more detailed information on the impact of imports
from these countries on the domestic industry. The question of whether
cumulation of these imports at a final investigation would be appropriate,
is, therefore, still open.
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THE DOMESTIC INDUSTRY

Section TT1(k4)(A) of the Tariff Act of 1930 defines the term
"industry" as 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."
Section 771(10) defines "like product" as a product which is like, or
in the absence of like, most similar in characteristics and uses with
the article under investigation. |

Carbon steel wire rod is a hot-rolled, semifinished, coiled
product of solid, round cross section, not under 0.20 inch nor over
0.74 inch in diameter. Tt is produced in a variety of different grades,
sizes and qualities.

There are three categories of carbon steel wire rod based on
carbon content: low, medium-high, and high carbon steel wire rod. Each
of these categories has distinct characteristics and uses. Virtually
all of the wire rod imported from Brazil and‘Trinidad and Tobago is
low-carbon rod, ¥/ whereas the domestic industry produces all three
categories. Carbon steel wire rod can also be distinguished on the
basis of the production process. There are two methods of making wire

rod: the ingot method and the continuous casting method. ¥¥/

¥/ See Report, p. A- 4.

¥%¥/ See Commission Report at p. A-l.
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Wire rod produced by the ingot process may be "killed" (deoxidized)
to retard the evolution of gases and segregation of residuals,
"rimmed," in which the gas evolution and residual segregation

are allowed to occur, or "semi-killed" in which the rod is killed
to various degrees. ©Steel wire rod made by the continuous casting
process is, by necessity, "killed."

During the rimming process the residuals in rod are reduced, making
the rod very soft and ductile. Rimmed rod is easier to draw into such
types of wire, as very fine mesh, because of its ductile qualities.

Killing the steel causes the residuals to be scattered throughout
the rod, generally making it stronger (more tensile). */ Although steel
made by the continuous casting method is always killed, the amount of
residuals can also be controlled by the kinds of scrap used to make
the steel. The use of certain kinds of scrap can result in very low
am~unts of residuals and, therefore, greater ductility. With this
control of the casting process, cast wire rod can be substitutable for

rimmed rod in all but 5 percent of the cases, e.g., fine wire mesh. *¥/

¥/ See Commission Report at A- 3.

¥%/ See Commission Report at A- 3.
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Certain wire drawers prefer rimmed steel because of its greater
ductility. Rimmed wire rod also provides a greater yield and results
in less die wear for the drawer. However, rimmed steel usually sells
for $25 to $35 higher than cast rod. Although the control of residuals
during the casting process increases the cost of cast rod, the cost of
cast rod normally is still lower than the cost of rimmed rod, especially
when scrap prices are low, as they are now. If the cast rod is sold
for a lower cost, wire drawers will substitute cast rod for rimmed rod.
Since cast rod is substitutable for rimmed rod in all but 5 percent of
the cases and is substituted for rimmed rod if it is sold at a low
enough price, which is the normal practice, I conclude that cast rod
is like rimmed rod and producers cf both products should be considered
in the domestic industry.

Although low carbon steel wire rod could be considered a separate
like product, domestic producers in response to questionnaires were not
able to break out their data on the basis of low, medium-high and high
carbon steel wire rod because of the way in which their records are kept. ¥/
I, therefore, conclude under Section T71(D)(L4) of the Act that the domestic

industry consists of the producers of all carbon steel wire rod.

¥/  See Hearing Transcript, Inv. No. TOl-TA-L8 and 50, Carbon Steel Wire
Rod from Belgium and France, at p. 122. The domestic producers gave the
Commission general estimates of low, medium~high, and high carbon steel
wire rod production, but these estimates were not based on actual figures.
The majority of the domestic producers also informed the Commission that
they were unable to break out their data on the basis of cast and rimmed
wire rod.
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CONDITION OF THE U.S. INDUSTRY

The domestic industry as a whole is clearly experiencing problems.
The industry's financial performance, production, shipments, capacity
utilization, and employment levels all declined during the period under
investigation. Additionally, the industry has experienced its most
severe decline in the most recent period, January-June 1982.

In this investigation, the domestic producers of carbon steel
wire rod were divided into two groups: the integrated producers and the
nonintegrated producers. It is readily apparent that the nonintegrated
producers are gaining market share at the expense of the integrated
producers. The integrated producers have shown much weaker indicators
of financial health for the period under investigation. However, January-
June 1982 witnessed the nonintegrated producers joining the integrated
producers in their financial straits. The integrated producérs have
reported net operating losses for every period‘since 1979 whereas the
nonintegrated producers were in the black until January-June 1982. Aggregate
industry profit fell from 1T7.9 million dollars in 1979 to an operating
loss of $40.2 million in January-June 1982. During this time the net
operating profit of the nonintegrated producers fell from a high of
$37.8 million in 1979 to a net operating loss of $4 million in the first
half of 1982

Aggregate production decreased from 5.3.million short tons in
1979 to 4.7 million tons in 1981 and further dropped from 2.5 million

in January-June 1981 to 1.8 million or by approximately 28 percent for
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the comparable period in 1982. 1The decline in aggregate shipments was
exactly the same in the 1979-1981 period and somewhat sharper in the
first half of 1981 compared to the first half of 1982.

Capacity utilization fell from 87.7 percent in 1979 to 60.5 percent
in the first half of 1982. The capacity utilization of the integrated
producers fell from 98.5 percent in 1979 to 5k.L percent in January-
June 1982 despite the closing of all wire rod facilities at Jones &
Laughlin and the closing of several mills operated by U.S. Steel.
Simultaneously, the capacity utilization of the nonintegrated producers
fell from T75.6 percent to 64.9 percent.

The industry has suffered declining employment levels throughout
the period with the January-June 1982 p-riod having the most devastating
declines. In this most recent period, employment decreased by 33.5
percent while the number of hours worked declined by a commensurate
33.1 percent. During the same period the industry has managed to decrease

its unit labor costs from $60 per ton to $55 per ton.

BRAZIL

A. Imports */

Imports of carbon steel wire rod from Brazil were minimal prior

to the last half of 1981, when they suddenly rose to 33,000 tons, or

¥/  See Table 17 at A-27of the Report.
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4.3 percent of total imports. In the first six months of 1982, imports
from Brazil have surged to 69,000 tons, and Brazil has captured

over 18 percent of the import market in less than two years. As a
ratio of apparent U.S. consumption, imports of carbon steel wire rod
from Brazil have increased from 0.6 percent in 1981 to 3.3 percent in
January-June 1982. ¥/ When compared to apparent non-captive U.S.
consumption, the ratio rises to 5 perccnt. ff/

B. Pricing and Lost Sales

The U.S. producer price index for low-carbon steel wire rod
increased about 40 percent from 19%9 to the third quarter of 1981. The
price index has since leveled off, coinciding with the rapid increase in
Brazilian imports.

Several different methods of comparing prices of domestically
produced and imported carbon steel wire rod were used in this investi-
gation. fff/ In two of these <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>