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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-155, 157, 158, 159, 160, and 162 (Final)

CERTAIN CARBON STEEL PRODUCTS FROM SPAIN

Determinations

On the basis of the recotdli/ developed in the subject investigations,
the Commission determines, pursuant to section 705(b) (1) of the Tariff Act of
1930 (19 U.S.C. § 1A71d(b)(1l)), that an industry in the United States is
materially injured by reason of imports of the following products which have
been found by the Department of Commerce to be subsidized by the Government of
Spain:

Hot-rolled carbon steel plate (investigation No.
701-TA-155 (Final)); 2/ 3/

Cold-rolled carbon steel sheet (investigation No.
701-TA-157 (Final)); 4/

Galvanized carbon steel sheet (investigation No.
701-TA-158 (Final)); 5/ 6/

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, Feh. 10, 1982).

g/ For purposes of this investigation, hot-rolled carbon steel plate is
provided for in items 607.6615, 607.9400, 608.0710, and 608.1100 of the Tariff
Schedules of the United States Annotated (TSUSA).

2/ Commissioner Stern determines that there is no material injury but that
there is threat of material injury to an industry in the United States hy
reason of subsidized imports of hot-rolled carbon steel plate from Spain.
Accordingly, pursuant to section 705(b) (4)(B) of the Tariff Act (19 U.S.C. §
1671d(b) (4)(B)), Commissioner Stern further determines that she would have
found material injury but for any suspension of liquidation of entries of this
merchandise.

ﬁ/ For purposes of this investigation, cold-rolled carbon steel sheet is
provided for in items 607.8320 and 607.8344 of the TSUSA. .

2/ For purposes of this investigation, galvanized carbon steel sheet is
provided for in items 608.0710, 608.0730, 608.1100, and 608.1300 of the TSUSA.

é/ Commissioner Stern dissenting.
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Carbon steel structural shapes (investigation No.
701-TA-159 (Final)); 1/ 2/

Ho t-rolled carbon steel bar (investigation No. 701-TA-160
(Final)); 3/ 4/ and

Cold-formed carbon steel bar (investigation No. 701-TA-162
(Final)). 5/ 4/

Background

The Commission instituted these investigations effective August 25, 1982,
following preliminary determinations by the Department of Commerce that there
was a reasonable basis to believe or suspect that subsidies were being
provided to manufacturers, producers, or exporters of the subject carbon steel
- products in Spain.

Notice of the institution of the Commission's investigations and of a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Nffice of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on September 153, 1982 (47 F.R. 4G725). The hearing was held in
Washington,iD.C., on November 9, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

l/ For purposes of this investigation, carbon steel structural shapes are
provided for in items 609.8005, 609.8015, 609.8035, 609.8041, and 609.8045 of
the TSUSA.

3/ In its final countervailing duty determination (47 F.R. 51438, Nov. 15,
1982) the Department of Commerce found, pursuant to section 705(a)(2) of the
Tariff Act (19 U.S.C. § 1671d(a)(2)), that critical circumstances exist with
respect to imports of subsidized carbon steel structural shapes from Spain.
Accordingly, pursuant to section 705(b) (4) (A) of the act (19 U.S.C. §
1671d(b) (4)(A)), the Commission determines, Commissioner Stern dissenting,
that material injury was not by reason of massive imports of the subsidized
merchandise over a relatively short period.

2/ For purposes of this investigation, hot-rolled carbon steel bar is
provided for in items 606.8310, 606.8330, and 606.8350 of the TSUSA.

4/ Commissioner Stern dissenting.

Ey For purposes of this investigation, cold-formed carbon steel bar is
provided for in items 606.8805 and 606.8815 of the TSUSA.



VIEWS OF THE COMMISSION
I. INTRODUCTION
These views set forth the reasons supporting the determinations of the

Commission in these six final countervailing duty investigations. Chairman
Eckes, Commissioner Stern and Commissioner Haggart join in the discussion of
the appropriate domestic industries and the conditions of those industries.
The joint views of Chairman Eckes and Commissioner Haggart are set forth
following the section on the condition of the domestic industries. The

separate views of Commissioner Stern follow.

Definition of the domestic industries

The domestic industry against which the impact of the Iimports under
iavestigation is to be gauged is defined in section 771(4)(A) of the Tariff
Act of 1930 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.” 1/ "Like
product” is defined in section 771(10) as "a product which is like, or iIn the
absence of like, most similar in characteristics and uses with, the article
subject to an investigation . . . ." 2/

These investigations concern subsidized imports from Spain of six
different types of steel products. These six types are: (1) hot-rolled

carbon steel plate; (2) cold-rolled carbon steel sheet: (3) galvanized carbon

steel sheet; (4) carbon steel structural shapes; (5) hot-rolled carbon steel

|~

7 19 U.S.C. § 1677(4)(A).
/ 19 U.S.C. § 1677(10).
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bar; and (6) cold-formed carbon steel bar. These same products were among the
nine products which were the subject of the recent preliminary investigations
involving certain steel products from Belgium, Brazil, France, Italy,
Luxembourg, the Netherlands, Romania, the United Kingdom, and West Cermany.

In those cases the Commission g/ found that each of the different product
Categories under investigation constituted a separate like product and noted:

Each [product category] has physical characteristics of
size, shape, or composition that are unlike those of the
others. Moreover, they have varying uses, and products of
one type generally do not compete with products of another
type. As noted in the Commission determination in the
1980 steel products antidumping investigations, "Although
raw steel constitutes much of the value of each of the

. +« .+ product groups under investigation, competition in
the U.S. market between domestically produced steel
products and thc alleged LTFV [and subsidized] imports
occurs in each of the . . . separate and distinct product
groups.” In these investigations the domestic producers
have been able to identify production and profitability
data in terms of each of the groups, allowing the
Commission to examine the impact of imports on each group
separately. 4/

The Commission recognized that within each of the nine product categories
there may have been slightly different characteristics and uses for articles
having different specifications, but the record contained no information to
warrant making any meaningful distinctions among them. In the ahsence of

“"clear dividing lines among the products in each group,” each was treated in

3/ Commissioner Haggart was not a member of the Commission at that time.

%/ Investigations Nos. 701-TA-86 to 144, 701-TA-146, and 701-TA-147
(Preliminary), and Investigations Nos. 731-TA~53 to &6 (Preliminary), USITC
Pubs. 1221 and 1226 (1982), at l4-15 (footnote omitted). Specific
descriptions of the products, their characteristics and uses, and methods of
manufacture may be obtained by reference to the Commission's Views and the
Report in those investigations.
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its entirety as a separate like product. 2/ Thus, the Commission determined
that there was a separate industry corresponding to each of the product groups.

In these six final investigations we have determined that the same
analysis should apply. The record developed in these final investigations
regarding the same imported productsvfrom Spain contains no additional
information that would suggest a revision of the definitions. Moreover, no
party has objected to these industfy definitions. Thus, we determine that

there are six domestic industries corresponding to the six product groups.

Condition of the domestic industries

1. Hot-rolléd carbon steel plate

The U.S. induétry producing hot-rolled carbon steel plate has been in
decline during most of the period under investigation. Production and
capacity have fallen since 1979. Production fell from 6.6 million tons in
1979 to 5.9 million tons in 1981, a decrease of 11 percent. This declire
continued in the first three quarters of 1982 as production was only 2.1
million tons compared with 4.1 million tons in the same period of 1981. &/
Paralleling the decline in production, U.S. producers' shipments of carhon
steel plate decreased steadily from 1979 to 1981 and fell rapidly in the first
three quarters of 1982. Z/ Production capacity shrank from 10.4 million tons
in 1979 to 9.6 million tons in 1981. Despite the decline in capacity, the
loss of production yielded a continued decline in capacity utilization from

63.9 percent in 1979 to 61.9 percent in 1980 and 61.2 percent in 1981.

57 1d. at 15-16-
6/ Report at A-11.
7/ 1d. at A-9, A-11.
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Capacity utilization fell greatly in the first three quarters of 1982 to 32.7
percent. _8_/

Declining production has adversely affected employment and profitahility
levels as well. Employment of workers engaged in producing hot-rolled carbon
steel plate fell from 20,625 in 1979 to 19,758 in 1980 and 18,378 in 1981, an
11 percent decline over the period. Employment and wages dropped sharply in
January-September 1982 by approximately 40 percent from the levels in the
corresponding period in 1981. 9/

U.S. producers' operating profits declined from $93 million in 1979, to
$34 million in 1980, and increased to $67 million in 1981. However, net sales
dfopﬁed sharply in the first three ‘quarters of 1982, and producers suffered
operating losses totalling $122 million during that period. The ratio of
operating profits to net sales decreased irregularly from 3.8 percent in 1979
to 2.6 percent in 1981.- During the first nine months of 1982, the ratio of
operating losses to net sales was 11.8 percent as compared with a ratio of

operating profit to net sales of 3.0 percent during the corresponding period

in 1981.

2. Cold-rolled carbon steel sheet

Production in this industry fell sharply between 1979 and 1980, from 13.4
million to 10.4 million tons, then increased to 11.3 million toms in 1981.
However, a sharp decline occurred in the first three quarters of 1982 as
production was only 6.3 million tons compared with 9.2 million tons during the

corresponding period in 1981. 12/ Shipments declined irregularly from 1979 to

8/ Id. at A-1l.
9/ 1Id. at A-14, A-16.
10/ 1d. at A-11.
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1981, then fell off sharply in the first three quarters of 1982. 11/ Capacity
remained relatively stable throughout the period, increasing or decreasing
only marginally from year to year. Capacity utilization declined from 79.9
percent in 1979 to 70.5 percent in 198l. Capacity utilization reached a low
of 52.1 percent in the first three quarters of 1982. }2/

Although fluctuating from year to year, employment generally declined
from 1979 to 1981. The number-of workers then decreased significantly in the
first three quarters of 1982 by 27 percent compared to the identical period in
1981. 13/

The industry has suffered declining profitability since 1979. Net
profits were $53 million in 1979, but the industry then experienced losses of
$383 million in 1980, $293 million in 1981, and $484 million in the first
three quarters of 1982. The ratio of operating profits to net sales was 1.0
percent In 1979. The ratio of operating losses to net sales was 9.2 percent
in 1980, 5.9 percent in 1981, and 16.9 percent in the first three quarters of

1982, as compared with 4.3 percent in the first three quarters of 1981.

3. Galvanized carbon steel sheet

The galvanized carbon steel sheet industry has experienced a downturn
since 1979. Production fell from 4.7 million tons in 1979 to 3.7 million tons
in 1980. Although production rose to 4.4 million toms in 1981, a sharp drop

in production occurred in the first 9 months of 1982, with only 2.8 million

11/ 1d. at A-9, A-11.
12/ Td. at A-11.
_1__3_/ E- at A—14o
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tons being produced, in contrast to the 3.7 million tons produced in the same
period in 1981. 14/ Shipments have similarly decreased. 15/ While capacity
for producing galvanized sheet has remained roughly constant since 1979,
capacity utilization fell from 70.4 percent in 1979 to 59.4 percent in 1980.
After rebounding to 70.7 percent in 1981, capacity utilization fell to 60.9
percent in the first three quarters of 1982. 16/ Employment of production and
related workers, which had peaked at 16,900 in the first three‘quarters of
1981, declined to 13,684 by the first three quarters of 1982 as production
declined. 17/

From operating profits of $13$ million in 1979, the industry declined to
losses of $91 million in 1980, and $29 million in 1981. 1In the first three
quarters of 1982, the industry experienced a loss of $190 million compared
with a loss of $3 million in the same period in 1981. The ratio of operating
profits to net sales was 5.8 percent in 1979. The ratio of operating losses
to net sales was 4.8 percent in 1980, 1.2 percent in 1981, and 12.5 percent in

the first three quarters of 1982. 18/

4. Carbon steel structural shapes

The industry producing carbon steel structural shapes is also
experiencing serious difficulty. Production has declined from 4.3 million
tons in 1979 to 3.9 million tons in 1981. Production continued to decline to

1.9 million tons in the first three quarters of 1982 compared to 2.9 million

14/ Id. at A-11.
15/ Id. at A-9, A-11.
16/ Id. at A-11.
17/ Id. at A-l4.
18/ Id. at a-21.
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tons in the same period of 198l. Trends for U.S. producers' shipments
corresponded to the decline in production. 19/ Although capacity decreased
slightly between 1979 and 1981, capacity utilization decreased steadily from
65.6 percent 1979 to 61.2 percent in 1981. Capacity utilization then fell
sharply in the first three quarters of 1982 to 41.0 percent as compared with
62.2 percent in the same period in i981. 20/

Average employment of production and related workers declined steadily
from 13,444 workers in 1979 to 12,304 in 1981. 1In the first three quarters of
1982, employment fell approximately 30 percent to &,327 as compared with
11,848 in the same pgriod in 1981. 21/

Although this industry's net sales increased irregularly between 1979 and
1981 before dropping sharply in the first three quarters of 1982, the industry
experienced losses during most of the period. Operating profits were $34
million in 1979. Thereafter, the industry incurred losses of $30 million, $2¢
million, and $140 million in 1980, 1981, and the first three quarters of 1982,
respectively. The ratio of operating profits to net sales was 2.2 percent in
1979. The ratio of operating losses to net sales was 2.0 percent in 1980 and
1.6 percent in 1981. In January-September 1982, the ratio of operating losses
to net sales amounted to 16.6 percent as compared with 1.3 percent in the

first three quarters of 1981.

5. Hot-rolled carbon steel bar

U.S. production of hot-rolled carbon steel bar dropped sharply from 1979

to 1980, from 6.2 million tons to 4.5 million tons, recovered slightly in 1981

19/ 1d. at A-9, A-11.
20/ Td. at A-11.
&/ I_d-o at A"140 -
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reaching 4.8 million tons, then fell again in the first three quarters of 1982
to 2.0 million tons compared with 3.3 million tons in the same period in
1981. Shipments during the period of investigation declined in a similar
manner. 22/ While production capacity fluctuated somewhat during the period
under investigation, capacity utilization fell from 67.6 percent in 1979 to
51.2 percent in 1980, increased slightly to 54 percent in 1981, then declined
to 34.4 percent in the first three quarters of 1982. 23/

Employment of production and related workers declined by 26 percent
between 1979 and 1980. After increasing marginally in 1981, employment
dropped 33 percent in the first three quarters of 1982 compared with the same
period in 1981. Employment in the first three qﬁarters of 1982 stood at
10,455, a full 10,000 workers fewer than the 1979 total. 24/

The industry's net sales declined irregularly from 1979 to 1981, then

plunged in the first three quarters of 1982. Operating profits were $50
millién in 1979, but the industry suffered operating losses of $8&4 million in
1980, $10 million in 1981, and $214 million in the first three quarters of
1982. The ratio of operating profits to net sales was 2.2 percent in 1979,
Thereafter, the ratio of operating losses to net sales was 5.1 percent in 10680
and 0.5 percent in 198l. 1In the first three quarters of 1982, the ratio of
operating losses to net sales reached 25.6 percent as compared with 0.4

percent in the corresponding period in 1981. 22/

22/ Id. at A-10, A-12.
23/ Id. at A-12.
24/ 1d. at A-15.
zé/ Id. at A-22.

10
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6. Cold-formed carbon steel bar

The domestic cold-formed carbon steel bar industry has experienced
declines in production as well as financial losses during most of the period
under investigation. Production decreased irregularly from 1.3 million tons
in 1979 to 946 thousand tons in 1980 and 1.0 million toms in 1981. 26/
Shipment data essentially mirror the production trends. EZ/ During the same
period, capacity utilizatioﬁ declined by more than 20 percentage points from
66.1 percent in 1979 to 45.4 percent in 198l1. During the first nine months
of 1982, both production and capacity utilization were lower tham in the
corresponding period in 1981. _

After experiencing an operating profit of $21 milliom in 1979, the
domestic industry sustained operating losses of $4 million for 1980, $2
million for 1981, and $29 million for the first three quarters of 1982. The
ratio of operating profit to net sales was 4.0 percent in 1979. The ratio of
operating losses to net sales was 0.9 percent in 1980 and 0.4 percent in
1981. 1In the period January-September 1982, the ratio of operating loss to
net sales was 14.6 percent as compared with an operating profit of 4.0 percent

in the same period in 1981. 28/

27/ Id. at A-10, A-12.

11
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VIEWS OF CHAIRMAN ECKES AND COMMISSIONFR FAGGART
Before proceeding with our analysis of the relationship between the
condition of the domestic industries and the imports subject to these
investigations, two issues should be addressed:

1. Whether the Commission, in determining causation, is required to
establish a causal link between subsidized imports and injury to the
domestic industry or between the net subsidy determined by the
Department of Commerce (ITA) and the injury to the domestic
industry; and

2. whether the Commission should "cumulate” imports of a particular
product from. a country subject to a countervailing duty
investigation with imports of the same product from other countries.

A resolution of both of these issues requires examination of the statutory

language and the legislative. history. 29/

Causation

With respect to the issue of whether any material Injury experienced bv
the domestic Industry must be by reason of subsidized imports or the net
subsidy calculated by the ITA, the statute is clear as to what the Commission
is required to do when making a final determination of material injury.
According to section 705(a)(l) of the Tariff Act of 1930 as amended by the
Trade Agreements Act of 1979, ("the Act”) (19 U.S.C. §1671d (a)(l)):

Within 75 days after the date of its preliminary
determination under section 703(b) . . . [the ITA] shall

29/ See Commissioner Haggart's Additional Views on these issues.

12
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make a final determination of whether or not a subsidy is
being provided with respect to the merchandise.

After the ITA makes an affirmative determination that a subsidy is being
provided, section 705(b) of the Act (19 U.S.C. § 1671d (b)) directs the
Commission to determine whether there is material injury to a domestic
industry "by reason of imports”™ of the merchandise subject to investigation.

The statute reads:

(b) Final Determination by Commission.
(1) In General - The Commission shall make a final
determination of whether-- o
(A) An industry in the United States—-
(1) 1is materially injured, or
(ii) 1s threatened with material injury, or
(B) the establishment of an industry in the
United States is materially retarded,
by reason of imports of the merchandise with respect
to which. « « [the ITA] has made an affirmative
determination under subsection (a) of this section.

Sections 771(7)(B) and (C) of the Act (19 USC 8§1671(7)(R)(C)) set forth
the general factors the Commission is required to consider in reaching its
determination of material injury by reason of subsidized imports. These
sections instruct the Commission to examine the volume of imports, the effect
of such imports on prices in the United States of the "like" product, and the
impact of imports of such merchandise on domestic producers of the "like"
product. More specifically, these sections of the Act set out certain aspects
of these general factors which are to be examined in considering the effect of
imports. Concerning the volume of imports, the Commission is to determine
whether the volume is significant, or whether there 1s any significant
absolute or relative increase in that volume. With respect to prices, the

Commission is to consider whether there has been significant price

undercutting by the imported merchandise, and whether such imports have

13
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resulted in significant price suppression or depression. In examining the
impact of imports on the domestic industry producing the like product, the
Commission is directed to consider the impact of imports in terms of declines
in output, sales, return on investment, capacity utilization, domestic prices,
and other specified factors. Furthermore, the statute instructs the
Commission to consider "all relevant economic factors which have a bearing on
the state of the industry.”

The statute does not direct the Commission to consider the amount of the
net subsidy in determining whether there is material injury. At most, the
amount of the net subsidy is a factor which the Commission may consider under
section 771(7)(B) of the Act. The relationshiﬁ of the net subsidy to material
injury should not be dispositive of the issue of causation. We conclude that
once the ITA makes an affirmative determination the Commission must only
establish a causal link between the subsidized imports under investigation and
any injury to the domestic industry. 30/

The countervailing duties which will be imposed as the result of our
determinations are intended to offset the net subsidies found by the ITA.
These duties are not intended to remedy the injury we have found the industry
to be experiencing; they are intended to ensure that imports compete in the
market on a fair basis. In assessing the impact of such imports, an analysis
which focuses on the ultimate benefit to the domestic industry resulting from

the imposition of duties is not consistent with the purpose of the statute.

Cumulation
This is not the first time that the issue of whether the Commission

should cumulate imports from more than one country for purposes of determining

30/ See Commissioner Haggart's Additional Views, infra. 14
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material injury has been raised. However, in each prior investigation where
the issue has been presented, we have made our determinations on a
case~by-case basis and have not cumulated imports from more than one country.
In view of the "conditions of trade” 31/ which exist in the carbon steel
industries which are the subject of investigation, we have adopted a similar
approach in these investigationg. 32/

There are no specific references to cumulation either in the Trade
Agreements Act of 1979 itself or in the accompanying legislative history. The
only injury determinations in which the Commission's discretionary authority
to cumulate imports from more than one country has been upheld by the courts,
or sanctioned by Congress, were antidumping cases under the Antidumping Act of
1921. Although the Commission may have the discretion to cumulate imports in

countervailing duty investigations as well as in antidumping investigations,

cumulation of imports from several countries is not the basis for our
decisions in each of these investigations. However, we note that the
Commission may consider imports from all sources as part of the conditions of
trade 1n’makiné its injury analysis with respect to imports from a particular

countrye.

Conditions of Trade

It was the intent of Congress that in countervailing duty investigations
the assessment of the impact of subsidized imports is to be made with regard

to the particular conditions of trade, competition, and development of the

31/ See discussion of "Conditions of Trade”, infra.
32/ See Commissioner Haggart's Additional Views, infra.
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relevant industry. 22/ The statutory scheme for determining the appropriate
"like product”, and in turn, the industry against which the Commission
assesses the impact of imports, further assures that the focus of our inquiry
is on the nature of the imported product that is the subiect of these
investigations and those characteristics of trade involving btoth the relevant
domestic and imported products.

As set forth above, we have determined those products being produced in
the United States which are "like"” the fmported merchandise. Further, we have
considered the economic condition of the respective domestic industries
producing those products and have found them to be experiencing material
injury. In the following section, we will set forth our views.on a
case~by-case basis regarding the causal relationship between this injury and
the subsidized imports.

Certain conditions of .trade with regard to these products are critical in
establishing the framework for our analyses. One fundamental characteristic
of each of the products under consideration is its inherent fungibility and
price sensitivity. gﬁ/ Fungibility is established once certain objective
criteria are met to the satisfaction of the purchaser. 22/ Price then hecomes
a major factor in the decision to purchase. 32/ Although much of the domestic

steel is sold directly to end users, whereas the majority of imported steel is

33/ See Sen. Rept. No. 96-249, 96th Cong., lst Sess. (1979) at p. 57 and p.
88; H. Rept. No. 96-317, 96th Cong., lst Sess. (1979) at p. 4h.

34/ See the "like product™ discussion, supra, p. 3.

35/ See Report at A-45 ff.

36/ With regard to the fungibility question, we note that during the course
of these investigations, some purchasers were unable to indicate the country
or company of origin of the imported steel they had purchased. See, e.g.,
Report at A-45, A-48, A-50.
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primarily sold first to service centers/distributors, ultimately imported and
domestic steel compete on the basis of price in the same end-user market. In
a market where discounting is now commonplace, the mere presence of an offer
from an importer of steel at a lower price can have a discernible impact.
Such offers affect the ability of the.domestic steel producer to price
competitively, to cover fixed costs, and to generate funds fgr needed capital
improvements. |

Another important condition of trade relevant to these products is that
these subsidized imports are entering the U.S. market at the same time as
imports from a variety of sources. Additionally, in some cases, suhsidized
imports have either entered the U.S. market or have further increased their
penetration levels during the most recent period when U.S. consumption for
these products turned downward and the domestic industries were operating at
very low levels of capacity utilization. Given these conditions of trade, the
impact of seemingly small import volumes and penetrations is magnified in the
marketplace. In these steel industries, each of which is characterized by a
high level of fixed costs, the loss of even a few sales means that revenues
cannot be maintained at levels sufficient to cover fixed costs. The ability
to cover these costs is vital to the ongoing viability of these Industries.
All of the above factors regarding the conditions of trade relating to these
industries are significant in our analyses of the impact of subsidized imports
from Spain.

Our causation analysis reflects Congressional intent that the effects
from subsidized imports are not to "be weighed against the effects associated

with other factors . . . which may be contributing to overall irjury to an

17
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industry.” 21/ The record in these investigations suégests that there are a
number of causes associated with the problems experienced by the domestic
industry, such as high labor costs, reduced productivity levels, and the
appreciation of the dollar. In an affirmative determination, the statute
directs that we determine whether the material injury experienced by the
domestic industry is "by reason of"” subsidized imports. There is no
requirement that subsidized imports be a "principal, a substantial, or a
significant cause of material injury.” 38/ Congress was explicit in its
purpose for providing this guidance:

‘Any such requirement has the undesirable result of making

relief more difficult to obtain for industries facing

difficulties from a variety of sources; such industries

are often the most vulnerable to subsidized imports. 39/

The case-by-case determinations which follow are based upon these
fundamental perceptions regarding the conditions of trade affecting these
domestic industries. Our analysis indicates these industries find themselves
increasingly susceptible to injury from subsidized imports.

The information developed in investigations cannot be expected ﬁo be
comprehensive with regard to all areas of inquiry. With respectrto some
areas, such as import volume and penetration, the record in these

investigations provides information which is comprehensive. The record

provides less comprehensive information with regard to transaction prices,

37/ See Sen. Rept., supra, at p. 57, and H. Rept., supra, at p. 47
38/ 1d -
39/ 14
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lost sales, ﬁgj and price suppression or depression. Fowever, we view such
data as indicative of the impact of imports in the market. The totality of

data regarding import trends and their effect in the market forms the hasis

for our determinations in each of these investigations.

Material Injury by Reason of Subsidized Imports

1. Hot-Rolled Carbon Steel Plate

Imports from Spain increased from their 1979 level of 74,000 tons to
110,000 tons in 1980 and decreased to 99,000 in 1981. Imports declined over
the first three quarters of 1982 compared to the same period in 1981, but they
still remained above the level of imports for all of 1979. The ratio of
imports to apparent domestic consumption increased from 0.9 percent in 1979 to
1.4 percent in 1980, and decreased slightly in 1981 to 1.3 percent. In
January-September 1982, imports from Spain climbed to 2.3 percent of domestic
consumption compared with 1.6 percent for the corresponding period in 1981.
Although available pricing data cannot be used in making pricing comparisons
between the domestic product and imports from Spain, ﬁl/ information relating
to lost sales provides a clear indication of underselling. Six instances of

lost sales were confirmed in the preliminary investigation and five instances

40/ See Acrylic Yarn from Japan and Italy, Inv. Nos. 731-TA-1 (Final) and
731-TA-2 (Final), March 1980, Views of Commissioner Stern and former
Vice-Chairman Calhoun:

While information on lost sales is normally difficult to
obtain and actual occurrences are difficult for the
Commission to verify, such instances, when confirmed, can
be symptomatic of broader practice.

41/ Report at A-36, A-37, A-45.
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of lost sales have been confirmed in this final investigation. ﬁ?/ In all
these cases, the principal reason cited for the purchase of the Spanish
product was the lower price of the imports, which may have been as much as $40
to $140 below comparable domestic products. In addition, two instances of
price suppression or depression were confirmed, involving price reductions bv

domestic producers in order to meet competition from lower-priced Spanish

products.
For the foregoing reasons, we find that there is material injury to the

affected domestic industry by reason of the subject imports.

2. Cold-Rolled Carbon Steel Sheet

While imports from Spain steadily decreased in both absoiute terms and in
relation to apparent U.S. consumption from 1979 to 1980, imports and import
penetration rose sharply in 1981, signalling a reentry into the United States
market. Imports rose from'S,OOO tons in 1980 to 62,000 tons in 1981 and the
levels for the first three quarters of 1982 are significantly higher ;han the
same period in 1981. Import penetration rose from 0.l percent in 1980 to 0.4
percent in 1981 and the figure for the first three quarters of 1982 is 0.5
percent compared with 0.2 percent in the corresponding period in 1981.

Imports from Spain increased at a time when the domestic industry was

operating at 52 percent of capacity. It is apparent that these recent sharp

increases in the levels of imports have contributed to the accelerating

downturn in the industry's performance and have thus caused material injury.

42/ 1d. at A-45, A-46.
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In addition, in the final investigation two instances of lost sales were
confirmed. Price was the most important factor in these lost sales, with the
imports underselling the domestic product by $80 to $100 per ton. 43/
For the foregoing reasons, we find material injury to the domestic
industry by reason of subsidized imports of cold-rolled carbon steel sheet

from Spain.

3. Galvanized carbon steel sheet

Although imports from Spain fell steadily from their 1979 level of 39,000
tons to 19,000 tons in 1981, Spanish imports increased significantly to 27,000
tons in the first three quarters of 1982 alone, 44/ an influx that was
substantially in excess of that in the entire year 1981. 45/ Import
penetration followed a similar trend, reaching 0.6 percent in the first nine
months of 1982, compared with 0.1 percent in the corresponding period in
1981. On a quarterly’basis imports from Spain were concentrated in the last
half of 1981 and the first quarter of 1982, when imports accounted for 1.8
percent of domestic consumption. The significant increase in Spanish imports
coincided with the serious downturn in domestic production, and profitability

in the first three quarters of 1982.

43/ One purchaser of Spanish sheet indicated that the price gap between
Spanish and domestic cold-rolled sheet widened since 1981 and, as a result,
this purchaser is buying proportionally more Spanish sheet in 1982 than it did
in 1981. Another purchaser indicated that importers of Spanish cold-rolled
sheet were targeting their sales to a few dealers. Report at A-46, A-47.

44 We note that one purchaser of Spanish galvanized sheet reported that a
Spanish mill cancelled delivery of an order made in 1981 because of the
institution of this countervailing duty investigation. Report at A-47.

45/ Report at A-28.
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Other information also strongly supports our conclusion of material
injury by reason of subsidized imports. Three allegations of sales lost hy
domestic firms to imports of galvanized sheet were confirmed in the final
investigation. ﬁg/ Price was the most important factor in these lost sales,
with the imports underselling the domestic product by approximately $100 a
ton. In addition, in the preliminary investigation, five transactions were
confirmed in which a domestic firm lost revenues by lowering its prices in
order to meet price competition by Spanish imports. ﬁZ/

For the foregoing reasons, we determine that imports of galvanized carbon

steel sheet from Spain are causing material injury to the domestic industry.

b4e Carbon Steel Structural Shapes

Imports steadly increased from 96,000 tons in 1979 to 238,000 tons in
1981, accounting for a growing share of the U.S. market increasing from 1.5
percent in 1979 to 4.1 percent in 1981. Although the level of imports from
Spain dropped somewhat in the first three quarters of 1982 compared with the
corresponding period in 1981, they still amounted to 4.5 percent of total
consumption during this period. ég/ Information shows that the industry has
lost sales to Spanish imports on the basis of price. Of the ten allegations
of lost sales, seven firms confirmed that they had bought the Spanish product

primarily because of its lower price. 49/ In addition, a number of domestic

46/ Id. at A-47.
i_Z/ E. at A-52.
48/ Id. at A-28, A-30.
49/ 1d at A-48, A-49.
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firms submitted allegations of instances in which prices were lowered or
adjusted in order to meet competition from Spain. Six allegations were
confirmed representing over $220,000 loss of revenue or an average discount of
approximately 11 percent. 50/
Based on the foregoing, we determine that there is material injury to the
domestic industry producing carbon steel structural shapes by reason of

imports from Spain.

Critical Circumstances

In its final determination, the ITA found that "critical circumstances”
existed with respect to imports of structural shapes from Spain. 51/ This
finding, under 19 U.S.C. § 1671d(a)(2), is a finding fhat these imports
benefit from a subsidy inconsistent with the subsidies agreement implemented
by the Trade Agreements Act of 1979 and that there have been massive imports
over a relatively éhort period. Given this finding by ITA and our own finding
of material injury, we are required by 19 U.S.C. § 1671d(b)(4)(A) to make an
additional finding as to whether there is material injury which will be
difficult to repair and whether the material injury was by reason of the
massive imports over a relatively short period of time (March to June 1982) as
defined by the ITA. 52/ In light of historical import trends since 1980, we

find that the material injury was not by reason of the massive imports over a

29/ Id. at A-52.

51/ 47 Federal Register 51438, 51448 (November 15, 1982), reproduced as
- Appendix A of our Report in these investigations.

52/ See, 47 Federal Register 38167 (August 30, 1982).
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relatively short period referred to by the ITA. Therefore, we have made a

negative additional finding with respect thereto.

5. Hot-Rolled Carbon Steel Bar

Imports of hot-rolled carbom steel bar from Spain increased irregularly
from 28,000 tons in 1979 to 34,000 tons in 1981l. Imports during the first
three quarters of 1982 were 18,000 tons, compared with 26,000 tons in the same
period in 1981. The ratio Qf Spanish imports to apparent U.S. consumption
increased steadily from 0.4 percent in 1979 to 0.7 percent in 1981. 53/
Despite the decrease in absolute imports in 1982, the ratio for the
January-September 1982 period rose to 0.8 perceunt compared with 0.7 percent
for the same period im 1981. 54/

In the preliminary investigation, one instance of a lost sale because of
lower priced imports from Spain was confirmed, 22/ as was a price concession
because of a purchaser's intention to buy a less expensive Spanish import. 56/

Based on the foregoing, we find that there is material injury by reason of

subsidized imports of hot-rolled carbon steel bar from Spain.

6. Cold-formed carbon steel bar

Imports, both in absolute terms and as a percentage of apparent U.S.
consumption, rose dramatically inm 1981 compared with imports in 1979 aund
1980. The quantity of Spanish imports more than tripled from 5,000 tons in

1980 to 17,000 tons in 1981. This high level has coutinued; the

53/ Id. at A-29, A-31.

54/ 1d. at A-31. This increase in import penetratiom occurred at the same
time this industry was operating at 34.4 percent of its capacity. Thus, the
impact of these imports on the domestic industry was magnified.

55/ 1d. at A=49.

56/ Id. at A-52, A-53..
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January-September 1982 import figure of 12,000 tons is the same as it was for
the corresponding period in 1981. 57/ The substantial increase in Spanish
imports between 1979 and 1981 resulted in a tripling of the import penetration
level. §§/ The ratio of Spanish imports to apparent U.S. consumption
increased from 0.4 percent iﬁ 1980 to 1.2 percent in 1981. The ratio of
imports increased further in the fifst three quarters of 1982 to 1.6 percent.

The Commission confirmed four lost sales of 635 tons in its final
investigation, in addition to those confirmed in the preliminary
investigation. 59/ Purchasers of the Spanish product indicated that price was
the most important factor in their decisioms to buy Spanish bar instead of
domestic bar. ‘ |

For the foregoing reasons, we find that there is material injury to a
domestic industry by reason of imports of cold-formed carbon steel bar from

Spain.

;Sl/ E' at A—290
5_8./ ld_t at A-3l 0
59/ Id. at A-50.
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ADDITIONAL VIEWS OF COMMISSIONER HAGéART
As noted in the majority views, there are two central issues in these
investigatioﬁs which warrant further discussion. I have concluded that, as a
matter of law, the Commission is only required to find a causal nexus hetween
material injury and the subsidized imports. In addition, because of the
“conditions of t<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>