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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

Investigation No. 701-TA-168 (Final)
CERTAIN WELDED CARBON STEEL PIPES AND TUBES

FROM THE REPUBLIC OF KOREA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 705(b)(1l) of the Tariff Act of

1930 (19 U.S.C. § 1671d(b)(1)), that an industry in the United States is
materially injured by reason of imports of small diameter welded carbon steel
pipes and tubes 2/ which have been found by the Department of Commerce to be

subsidized by the Republic of Korea.

Background

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 November 3, 1982 (47 F.R. 49908). The hearing was held in
Washington, D.C. on January 6, 1983, and all persons who requested the

opportunity were permitted to appear in persom 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(1i)).

2/ Commissioner Stern dissenting.

3/ For purposes of this investigation the term "small diameter welded carbon
steel pipes and tubes" covers welded, jointed, or seamed carbon steel pipes
and tubes with walls not thinner than 0.065 inch, of circular cross section,
and 0.375 inch or more but not more than 16 inches in outside diameter, as
currently provided for in items 610.3208, 610.3209, 610.3231, 610.3232,
610.3241, 610.3244, and 610.3247 of the Tariff Schedules of the United States
Annotated (TSUSA). Pipes and tubes suitable for use in boilers, superheaters,
heat exchangers, condensers, and feed water heaters, or conforming to API
specifications for oil well tubing with or without couplings; cold drawn bipes

and tubes; and cold-rolled pipes and tubes with wall thickness not exceeding
0.1 inch are not included.






VIEWS OF THE COMMISSION

Introduction

Chairman Eckes, Commissioner Stern and Commissioner Haggart join in the
discussion of the appropriate domestic industry and the condition of that
industry. The joint views of Chairman Eckes and Commissioner Haggart on
causation are set forth following the section on the condition of the domestic

industry. The separate views of Commissioner Stern on causation follow.

Definition of the domestic industry

The domestic industry against which the impact of the imports under
investigation 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 in the
absence of like, most similar in characteristics and uses with, the article
subject to an investigation . . . ." 2/

The imported products in this investigation are welded carbon steel pipes
and tubes of circular cross section, 0.375 inch to 16 inches in outside
diameter (with walls not thinner than 0.065 inch), generally including

standard, line, and structural pipes and tubes (hereinafter called

small-diameter welded pipes and tubes). 3/

1/ 19 U.S.C. § 1677(4)(A).

2/ 19 U.S.C. § 1677(10).

3/ Pipes and tubes suitable for use in boilers, superheaters, heat
exchangers, condensers, and feed water heaters, or conforming to API
specifications for o0il well tubing, with or without couplings, cold drawn
pipes and tubes, and cold-rolled pipes and tubes with wall thickness not
exceeding 0.1 inch are not included.
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Domestically produced steel pipes and tubes may be welded or seamless;
composed of carbon, alloy, heat-resisting or stainless steel. In the trade,
they are also subdivided into six categories: standard, line, structural,
mechanical, pressure, and oil country tubular goods (0CIG) .

We have determined that the like products consist of welded carbon steel
pipes and tubes, generally referred to as standard, line and structural pipes
and tubes. The basis for our determination is set forth below.

As all parties tb this investigation agree, welded pipes and tubes have
different characteristics and uses than seamless pipes and tubes. 4/ 1In
contrast to seamless pipes and tubes, which are generally made to order,
welded pipes and tubes are largely off-the-shelf items. 5/ Welded pipes and
tubes are smoother, have more uniform wall thickness and generally are not
considered to be as strong as seamless pipes and tubes. 6/ Thus, in a
situation where strength and reliability are very important, welded pipes and
tubes will not be substituted for seamless pipes and tubes. 7/ We, therefore,
conclude that the domestically produced seamless pipes and tubes are not like
the imported welded pipes and tubes.

The imported pipes and tubes in this investigation are all made from
carbon steel. Historically, the Commission has treated carbon steel products
as distinct from alloy steel products because the chemical composition of

alloy steel results in unique characteristics. As a result of the unique

4/ Hearing transcript at 69 and 91.

5/ Furthermore, welded steel pipes and tubes are made by forming flat-rolled
steel sheet, strips, or plate into a tubular configuration and then by welding
along the joint axis. Unlike welded pipes and tubes, seamless pipes and tubes
are produced by forming a central cavity in solid steel stock.

6/ Report at A-2.

7/ Hearing transcript at 69.



characteristics of alloy steel, carbon steel products cannot be substituted
for alloy steel products except in rare instances. Since the imported product
is carbon steel welded pipes and tubes, in this case we again determine that
domestically produced pipes and tubes made from alloy steels are not like
carbon steel pipes and tubes. 8/

Welded carbon steel pipes and tubes can be subdivided into categories
commonly referred to as standard, line, structural, mechanical, and pressure
pipes and tubes and oil country tubular goods (OCTG). Since domestically
produced line, standard, and structural pipes and tubes are generally
substitutable for the imported products and for each other, 9/ we conclude
that standard, line and structural welded carbon steel pipes and tubes are
like the imported products subject to the investigation.

Mechanical and pressure pipes and tubes are generally made to different
specifications, 10/ and these pipes and tubes would not be substituted for
line, standard, and structural pipes and tubes. Mechanical tubing is employed
in mechanical applications and pressure tubing is used to convey gases and
fluids at high temperatures or pressure. Other pipes and tubes are not suited
to these uses. 11/ Since domestically produced mechanical and pressure pipes
and tubes have distinct characteristics and uses, we determine that mechanical

and pressure pipes and tubes are not like the imported products. 12/

8/ See Certain Carbon Steel Products from Spain, Invs. Nos. 155, 157-160,
162 (Final), USITC Pub. 1331, (1982), and Hot-Rolled Stainless Steel Bar and
Stainless Steel Wire Rod from Spain, Invs. Nos. 701-TA-176-178, USITC Pub.
1333 (1982). .

9/ Hearing Transcript at 14.

10/ Preliminary Conf. Tr. at 27.

11/ Report, at A-3 and A-4.

12/ Id., at A-4.



OCTG are steel pipes and tubes, which are also made to particular
specifications, are used in the drilling of oil and gas wells and in conveying
0il and gas to the ground level. 1In contrast to iine, standard, and
structural pipes and tubes which are made to different specifications,
normally OCTG have "upset" ends (i.e. flared up in a way suitable for
threading). OCTG have to meet stringent standards, require more testing, and
frequently are subjected to additionaliprocessing (e.g. cold-drawing,
annealing, tempering, upsetting, pickling, and threading) before being sold.
13/ An examination of the characteristics and uses of OCTG, demonstrates that
OCTG are not like the imported standafd, line, and structural pipes and tubes.

Based on the foregoing, we conclude that the like product is welded
carbon steel pipes and tubes, generally referred to as standard, liné and
structural. Accordingly, the domestic industry is composed of the domestic

producers of these products.

Condition of the domestic industry

The condition of the U.S. industry which produces the small-diameter
pipes and tubes under investigation generally improved through 1981, but in
January-September 1982, the condition of the industry declined
significantly. 14/

Production increased by 10 percent, from 2.5 million short tons in 1979
to 2.7 million short tons in 1981. Production then declined by almost 40

percent in January-September 1982 compared with the corresponding period of

13/ Hearing transcript, at 37.

14/ The Commission has collected 1nformat10n accounting for at least 85
percent of the industry based on shipment figures maintained by the American
Iron and Steel Institute (AISI) on the subject pipes and tubes. Report at A-9.



1981. Production capacity dropped from 3.3 million short tons in 1979 to 3.2
million short tons in 1981. This decline in capacity coupled with the
increase in production from 1979 to 1981 led to an increase in capacity
utilization from 59 percent in 1979 to 68 percent in 1981. In
January-September 1982, capacity increased by 5,000 short tons or by less
than 1 percent compared with the corresponding period of 1981. This slight
increase along with the significant decline in production resulted in a
decline in capacity utilization to 42 percent in January-September 1982
compared with a capacity utilization rate of 70 percent in the corresponding
period of 1981.

Shipments followed generally the same pattern as production increasing
from 2.5 million short tons in 1979 to 2.7 million short toms in 1981, an
increase of 7 percent. Shipments declined by 708,000 short tons or 36 percent
in January-September 1982, compared with January-September 1981.

The 1982 decline in production and shipments has also had an adverse
impact on employment levels. The number of workers in the industry increased
from 9,817 workers in 1979 to 10,350 workers in 1981 an increase of 5.4
percent. Employment in the industry was at a peak for the period under
investigation of 10,817 in January-September 1981. Employment dropped
sharply, however, by 33 percent to 7,258 workers in January-September 1982.
Hours worked by these workers followed much the same trend increasing by 4
percent from 19.9 million hours in 1979 to 20.6 million hours in 1981. The
number of hours worked then declined by 35 percent in January-September 1982
compared with the corresponding period of 1981. Wages also dropped sharply in
January-September 1982, by 34 percent from the level in the corresponding

period in 1981.
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U.S. producers operating profits declined from $18 million in 1979 to $12
million in 1980 then increased to $58 million in 1981. 15/ The industry
reported an operating loss of $23 million in the interim period ended
September 30, 1982 compared with an operating profit of $45 million in the
corresponding period of 1981. The ratio of operating profit or loss to net
sales dropped slightly from 1.9 percent in 1979 to 1.2 percent in 1980 then
increased to 4.9 percent in 1981. In the interim period ending September 30,
1982 the ratio of operating losses to net sales declined to 3.7 percent

compared with a ratio of operating profit to net sales of 4.9 percent during

the corresponding period of 1981.

15/ Most of the machinery and equipment used in the production of welded
pipes and tubes covered in this investigation is also used to produce other
products. Therefore, data on profitability and employment are based on
allocations. Such data are a useful indication of trends in profitability.
Report, at A-16 and A-18.



VIEWS OF CHAIRMAN ALFRED E. ECKES AND COMMISSIONER VERONICA A. HAGGART

Material injury by reason of‘subsidizéd imborts

As we noted in our recent views in Certain Carbén‘Stéel Produéts from
Spain, Inv. Nos. 701-TA-155, 157-160, 162, USITC Pub. 1331, (1982), we have
determined that based on the plain language of the stafute; the legislative
history and Congressional intent, once ﬁhe Commerce Départﬁent makes an
affirmative determination on subsidization, thé Comﬁiséion must dhly establish
a causal link between the subsidized imports under invéstigaﬁion and any
injury to the domestic industry. 1/ ‘ .

Imports of the subject small diameter pipes and tubes from Kbrga
increased from 350,000 short tons in 1979 to 554,000 Sﬁort tons‘in 1981, an
increase of 204,000 short tohs or 58 percent. In the.first three qharters of
1982, imports from Korea declined by 60,000 short tohs OE bj 15 percént
compared with the first three quarters of 1981. Although 1mports from Korea
declined in January-September 1982, compared w1th the correspondlng period of
1981, they were still at a hlgher level for the flrst nine months of 1982 than

they had been for the full-year of 1979. 2/

1/ See also the Additional Views of Commissioner Haggart in Certain Carbon
Steel Products from Spain, supra. Commissioner Haggart also notes that this
investigation is distinguishable from Hot-rolled Stainless Steel Bar,
Cold-formed Stainless Steel Bar, and Stainless Steel Wire Rod from Spain, Inv.
Nos. 701-TA-176-178, USITC Pub. 1333 (1982). (Stainless Steel from Spain).

In Stainless Steel from Spain, the Commerce Department determined that the
company which was responsible for two-thirds of the imports from Spain, had
not received subsidies since 1979. In this investigation, however, the
Commerce Department determined that all of the imports subject to
investigation had been subsidized during the per1od of investigation and those
subsidies were not de minimis. :

2/ Report at A-22.
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In addition, while imports from Korea declined in the first nine months
of 1982, U.S. producers' shipments dropped at an even greater rate. As a
result, the ratio of imports to apparent domestic consumption, which had
increased from 10 percent in 1979 to 14 percent in 1981, continued to increase
to 16 percent in January-September 1982. 3/ i

Available pricing information clearly indicates that the imported
products from Korea were underselling the comparable domestically produced
pipes and tubes. Comparable pricing information provided by purchasers shows
margins of underselling for every quarter and on every product for which there
is data. 4/ The information relating to lost sales supports the allegation
that the pipes and tubes from Korea were underselling the U.S. produced
products. Nine of the firms who responded to the Commission's purchasers
questionnaires reported buying the subject pipes and tubes from Korea because
the price was lower. 1In addition, 10 of the purchasing firms reported that
the prices of the Korean products were lower by margins ranging from 6 to 40
percent. A number of purchasers indicated that they would purchase the
domestic product if the price were within 5 to 10 percent of the Korean
price. There were also reports that domestic producers had on occasion
lowered their prices to be more competitive with the Korean products. 5/

Based on the declining condition of thevdomestic.ihdustfy, the level of
imports from Korea and the iﬁcreasing ratio of these imports to consumption,
and the clear evidence of underselling, we determine that-the domestic
industry is materially injured by reason of imports of certain small-diameter

welded carbon steel pipes and tubes from the Republic of Korea.

3/ Id. at A-14, and A-23.
4/ Id. at A-29.
5/ Id. at A-30-35.

10
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VIEWS OF COMMISSIONER PAULA STERN

I havé determined that the domestic industry which produces
small-diameter welded carbon steel pipes and tubes is not materially
injured or threatened with material injury by reason of subsidized
imports from Korea. I agree with the majority of the Commission that
this industry experienced problems in the first nine months of 1982.
However, I do not find the requisite causal relationship between the
subject imports and the problems in this industry.

The issue of the causal nexus on which my determination turns
in this investigation again illustrates the importance of interpreting
our statutes in light of the purpose for which they were enacted. l/

The Congress has established standards for relief from fair competition

1/ For a detailed discussion of my views on causality, see my views in
Certain Carbon Steel from Belgium, et al. as incorporated in Carbon Steel
Bar and Wire Rod from Brazil and Trinidad and Tobago, Inv. Nos. 731-TA-113
and 114 (Preliminary) USITC Pub. No. 1316 (November 1982), Certain Steel
Products from Spain, Inv. Nos. T01l-TA-115 through 163 (Final) USITC Pub.
No. 1331 (December 1982) and in Hot-Rolled Stainless Steel Bar, Cold-
Formed Stainless Steel Bar, and Stainless Steel Wire Rod from Spain, Inv.
Nos. 701-TA-176 through 178 (Final) USITC Pub. No. 1333 (December 1982).

11
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which are more stringent than those that apply to unfair competition. 2/
Some theories on causality would have the Commission ignore the subsidies
margins in assessing the impact of "subsidized imports" on the domestic
industry. 3/ Such theories can lead to a breakdown of the carefully
coﬁstructed framework that Congress E/ established for providing protection
from imports which is consistent with the public interest and U.S.
intgrnational obligations.-

An affirmative finding in any unfair trade case is premised on
the existence of subsidization or less than fair value sales. As I
have discussed previously, it is clear from the legislative history
that the subsidy in question must be causally linked to the material

injury or threat thereof. In pointing out that the significance of

g/ The standards for relief from fairly traded imports are set forth
in section 201 of the Trade Act of 1974. 1In a section 201 investigation,
the Commission must determine whether --

an article is being imported into the United States
- 1in such increased quantities as to be a substantial
cause of serious injury, or the threat thereof, to

the domestic industry . . ." (emphasis added).

3/ In several very recent cases, the Commission made affirmative
determinations despite the fact that for most or all of the subject
imports subsidies were evaluated at zero.

Hot-rolled Carbon Steel Plate from Belgium, Inv. Nos. TO1-TA-86
and T01-TA-93.

Hot-rolled Carbon Steel Sheet and Strip from the FRG¥, Inv.No.
T01-TA-101. )
‘ Carbon Steel Structural Shapes from the FRG, Inv. Nos. TOl-TA-12L
and TO1-TA-121. '

An asterisk indicates that subsidies on all the subject imports
were evaluated at zero by the Department of Commerce.

E/ The framework is found in our trade statutes implementing the inter-
national agreements negotiated over the last thirty-five years under
the General Agreement on Tariffs and Trade (CGATT). 12
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various factors will differ from industry to industry, the Senate

noted:

Similarly, for one type of product, price
may be a factor in making a decision as to which
product to purchase and a small price differential
resulting from the amount of the subsidy or the
margin of dumping can be decisive; for others
the size of the differential may be of lesser
significance. 5/ (Emphasis added.)

The Congress was concerned about price differences resulting from
a subsidy which could affect the condition of a domestic industry, and
so am I.

The notice from the Department of Coﬁmerce on its subsidy findings
in this investigation was particularly complex. But a careful analysis
of that notice and the facts before us in this case make it imminently

clear that injurious unfair trade has not taken place.

5/ 8. Rep. 96-249, 96th Cong., 1lst Sess. (1979), p. 88. See also
pp. 57-58 and H. Rep. 96-317, 96th Cong., 1lst Sess. (1979), p. L6.

13
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In its notice of suspension of ligquidation, the Department of
Commerce evaluated the subsidies at zero for nearly all exports of
this product from Korea. é/ Thus, Commerce's finding related to
suspension of liquidation speaks for itself: any injﬁry evident
in the industry is not‘presenﬁly éttributablé to or threatened by
"subsidized" imports from Korea. T/

Title VII is a remedial,:not a punitive, statute. Congress
designed it to provide relief from present or imminent material injury
from unfair trade practices. The law does not provide compensation
to an industry harmed in the past if that harm does not continue into
the present. Countervailing or antidumping duties are only meant to
offset current unfair advantages that imports may enjoy in the market-
place.

My decision has been based on the fact that nearly all the imports
are not currently subsidized. I do note, however, that in 1981 there
was a subsidy program which has since been terminated. Even if the
statute had provided for an examination of terminated subsidy programs,
I would have concluded that the 1981 subsidy was not linked to material
injury to the domestic industry. The Department of Commerce found

that subsidies of 1.16 percent ad valorem were provided on all exports

6/ This statement is based on 1981 import levels.

T/ For one Korean company, Masan Tube, which accounted for three
percent of Korean exports to the U.S., a subsidy of 1.86 percent
ad valorem was found; for another company, Dong Jin, a 1.88 percent
ad valorem rate was determined, though that company did not export
pipes and tubes to the U.S. in 1981.

14
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from Korea in 1981. 8/ 1In addition, one firm which accounted for less
than five percent of exports in that year was found to be subsidized by the
additional amount of 1.86 percent and three other producers were found to
have additional de minimis levels of subsidy. The net effect was that more
than 95 percent of the exports from Korea to the United States in 1981 were
receiving subsidies of less than two percent, and the rest had benefits
of Jjust slightly over three percent.

In this investigation, based on the available price data, it is
clear that these Korean subsidies have not had an effect on the
perfofmance of imports from Korea in the U.S. market. The weight
of the available information on pricing shows that the imports from
Korea have beén underselling the domestic product by margins substantially
greater §/ than the two to three percent level of subsidization.
Lost sales cite margins of underselling ranging from five to forty
percent, with most in the twenty to thirty percent range. Even if it

is assumed that a purchaser would pay a five to ten percent premium to

8/  In June of 1982, the Government of Korea eliminated the benefits of
the program which had provided all the exports with a subsidy of 1.16
percent. Thus, the Department of Commerce did not include this amount in
its suspension of liquidation, because no exports from Korea to the
United States subsequent to June 1982 would benefit from this program.

9/ Purchaser price comparisons are confidential.

1

15
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buy the domestic product, ;Q/ elimination of the small subsidy
margin would not have brought the price of the domestiq'product
within range. Thus, the performance of the domestic industry in
1982 is unrelated to the subsidized imports of Korean welded carbon
steel pipes and tubes. As discussed above, present and future injury by
subsidized imports is precluded here because the very small amount of
Korean exports of this product currently subsidized could not impact
pricing or market share in the U.S.

In conclusion, I note again that I consider it most unfortunate
that the Commission as a whole can find injury from unfair imports under
Title VII where there has been no unfair trade or clearly no present or
future impact from some very small level of subsidy. If the condition
of a domestic industry has not been materially injured or threatened with
such injury by imports benefitting from a potentially unfair trade practice,
affirmative findings by this Commission mislead the public concerning

the ofigins of our industries' domestic competitive problems.

10/ Seven purchasers cited willingness to pay such a premium. There
are thousands of purchasers in this industry. (Staff Report at p. A-3L4).

16



INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On May 7, 1982, United States Steel Corp. filed petitions with the U.S.
International Trade Commission and the U.S. Department of Commerce alleging
that an industry in the United States is materially injured and is threatened
with material injury by reason of imports from Brazil, France, Italy, the
Republic of Korea (Korea), and West Germany of welded carbon steel pipes and
tubes, provided for in item 610.32 of the Tariff Schedules of the United
States (TSUS), upon which bounties or grants are alleged to be paid.
Accordingly, effective May 7, 1982, the Commission instituted preliminary
investigations under section 701 of the Tariff Act of 1930 to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of the importation of such merchandise into the United States.

On June 21, 1982, the Commission notified Commerce of its determination
that there is a reasomnable indication that an industry in the United States is
materially injured or is threatened with material injury by reason of imports
of small-diameter carbon steel welded pipes and tubes from Brazil 1/ and
Korea, and large-diameter carbon steel welded pipes and tubes from France and
West Germany. On the same day, the Commission made a negative determination
on small- and large-diameter carbon steel welded pipes and tubes from Italy.

On October 12, 1982, the Commission received advice from Commerce that it
had made a preliminary determination that certain benefits which constitute
subsidies within the meaning of the countervailing duty law are being provided
to manufacturers, producers, or exporters of small-diameter carbon steel
welded pipes and tubes in Brazil and Korea. g/ Commerce also preliminarily
determined that certain benefits which constitute subsidies within the meaning
of the countervailing duty laws are not being provided to manufacturers,
producers, or exporters of large-diameter welded carbon steel pipes and tubes
in France and West Germany. Accordingly, the Commission instituted final
countervailing duty investigations on small-diameter carbon steel welded pipes
and tubes from Brazil and Korea, effective October 12, 1982.

On December 20, 1982, Commerce issued a final determination that certain
benefits which constitute subsidies within the meaning of the countervailing
duty law are being provided to manufacturers, producers, or exporters of
small-diameter carbon steel welded pipes and tubes in Korea.

On December 27, 1982, Commerce published a notice in the Federal Register
suspending the countervailing duty case involving small-diameter welded pipes
and tubes from Brazil. The basis for the suspension is an agreement by the
Government of Brazil to offset with an export tax all benefits which Commerce
found to be subsidies on exports of the subject product to the United States.
The Commission consequently suspended its investigation concerning Brazil,
effective December 27, 1982.

1/ Commissioner Stern dissenting.
2/ Copies of Commerce's notices are presented in app. A. A-1
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Notice of the Commission's institution of investigations Nos. 701-TA-165
and 168 (Final), and 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 November 3, 1982 (47 F.R. 49908). 1/ A Commission
hearing was held on January 6, 1983, 2/ and the briefing and vote were held on
February 2, with notification of Commerce on February 8, 1983.

Although the Commission has conducted prfor investigations on various
seamless steel pipes and tubes, and on welded carbon steel pressure pipes and
tubes, é/ the instant investigation and the related preliminary cases are the
only recent investigations which ‘the Commission has undertaken with respect to
welded carbon steel pipes and tubes for nonpressure end uses.

Description and Uses

"woon .

For the most part, the terms "pipes, tubes,” and "tubular products” can
be used interchangeably. 1In some industry publications, however, a
distinction is made between pipes and tubes. According to these publications,
pipes are produced in large quantities to a few standard sizes, whereas tubes
are made to customers' specifications for dimensions, finish, chemical
composition, and mechanical properties. There is apparently no clear line of
demarcation in all cases between pipes and tubes.

Steel pipes and tubes can be divided into two general categories based on
method of manufacture-—welded or seamless. Each category can be further
subdivided by grade of steel: carbon, heat-resisting, stainless, or other
alloy. This method of distinguishing among steel pipe and tube product lines
is one of several such methods used by the industry. Pipes and tubes
typically come in circular, square, or rectangular cross sections.

Welded steel pipes and tubes are generally less expensive to manufacture
than seamless steel pipes and tubes, are smoother, and have more uniform wall
thickness. Until recently, welded pipes and tubes had not been considered to
be as strong as seamless pipes and tubes when both are produced from steel of
the same composition. This perception affected the marketability of welded
products for particular applications. However, improvements in manufacturing
techniques and in the performance of welded pipes and tubes have tended to
alter this perception. '

The strength (to withstand both external and internal pressure) of both
welded and seamless steel pipes and tubes is enhanced by the presence of
alloying elements in the steel. The presence of these elements also enables a
steel pipe or tube to withstand elevated temperatures and to resist
corrosion. Most welded steel pipes and tubes are made from carbon steel.

1/ Copies of the Commission's notices are presented in app. B.
gf A list of witnesses appearing at the hearing is presented in app. C.
gj Pipes and tubes suitable for use in boilers, superheaters, heat
exchangers, condensers, refining furnaces, and feedwater heaters.
A-2



Types of pipes and tubes

The American Iron & Steel Institute (AISI) distinguishes among the
various types of steel pipes and tubes according to six end uses, which are
described as follows.

Standard pipes

Steel standard pipes are intended for the low-pressure conveyance of
water, steam, natural gas, air, and other liquids and gases in plumbing
and heating systems, air-conditioning units, automatic sprinkler systems,
and other related uses. These steel pipes may carry fluids at elevated

temperatures and pressures and may not be subjected to the application of
external heat.

Line pipes
Line pipes are used for the transportation of gas, oil, or water,

generally in pipeline or utility distribution systems.

Structural pipe and tubing

Structural pipe and tubing are used for framing and support members for
construction or load-bearing purposes in the construction, shipbuilding,
trucking, farm equipment, and related industries.

0il country tubular goods

0il country tubular goods are steel pipes and tubes used in the drilling
of 0il and gas wells and in conveying o0il and gas to ground level.
Included here are o0il well drill pipe, 0il well casing, and oil well
tubing. These pipes and tubes are frequently further processed by an
upsetting operation in which the ends are flared. There is no known
production of welded oil well drill pipe; o0il well casing and tubing may
be welded or seamless.

Mechanical tubing

Mechanical tubing is employed in a variety of mechanical applications
including bicycle and motorcycle frames and parts, conveyor rolls and
links, fishing rods, flagstaffs and masts, furniture tubing, gun barrels,
handles, muffler tubes, posts and poles, and vacuum cleaner parts. The
products in this category are frequently cold-drawn to improve the
smoothness of the material.

A-3



Pressure tubes

Steel pressure tubes are used to convey fluids and gases at elevated
temperatures or pressures, or both, and may be subjected to the
application of heat. These tubes include air heater tubes, boiler tubes,
heat-exchanger and condenser tubes, and superheater”tubes.

H

The pipes and tubes in all six AISI categories can be of either welded or
seamless construction and can be produced from various grades of steel. 1In
addition, many are suitable for multiple applications. There may be few or no
inherent differences among a number of tubular steel products. For example,
mechanical tubing which has been tested and warranted to withstand high
pressures would be considered pressure tubing, while the same material not
tested or warranted would be considered mechanical tubing. Similar problems
exist in distinguishing standard pipe from structural pipe and tubing. 1In
many applications, a pipe can be either welded or seamless and meet the
required specifications; in such instances, the end user would probably select
the pipe which is least expensive. In selecting a grade of steel, an end user
frequently has the option of choosing between a longer lasting and more
expensive high-alloy product and a shorter lived and less expensive low-alloy
product. The end user's choice is likely to be determined by a combination of

initial cost considerations and the ease with which a worn pipe or tube can be
replaced.

Steel pipes and tubes are generally produced according to standards and
specifications published by a number of organizations, including the American
Society for Testing & Materials (ASTM); the American Society of Mechanical
Engineers; and the American Petroleum Institute (APT). Comparable
organizations in Japan, West Germany, the United Kingdom, the U.S.S.R., and
other countries have also developed standard specifications for steel pipes
and tubes. .

The imported pipe and tube product lines which are alleged to receive
bounties or grants are welded carbon steel pipes and tubes 1]. They are
further distinguished by the petitioner by cross sections, sizes, and end
uses, as follows: welded carbon steel pipes and tubes of circular cross
section, 0.375 inch to 16 inches in outside diameter (with walls not thinner
than 0.065 inch), for use as standard, line, and structural pipe.

}/ The small-diameter pipes and tubes covered by this investigation are
welded carbon steel pipes and tubes with walls not thinner than 0.065 of an
inch, of circular cross sections and 0.375 of an inch in outside diameter but
not more than 16 inches, as currently provided for in items 610.3208,
610.3209, 610.3231, 610.3232, 610.3241, 610.3244, and 610.3247, of the Tariff
Schedules of the United States Annotated (TSUSA). Pipes and tubes suitable
for use in boilers, superheaters, heat—exchangers, condensers, and feedwater
heaters, or conforming to API specifications for oil well tubing, with or
without couplings, cold-drawn pipes and tubes, and cold-rolled pipes and tubgs
with wall thickness not exceeding 0.1 inch are not included.



Production process

Welded steel pipes and tubes are made by forming flat-rolled steel--
sheet, strips, or plate-—into a tubular configuration and welding along the
joint axis. There are various ways to weld pipes and tubes. The most popular
are the butt weld (continuous weld) (CW), the electric-resistance weld (ERW),
the submerged-arc weld, and the spiral weld. Submerged-drc weld and spiral
weld are normally used to produce larger diameter pipe and tube.

In the continuous-weld process, skelp, a coiled flat steel product, is
heated and formed into a cylinder. The heat in this process, in combination
with the pressure created by the rolls, forms the weld. Continuous-weld mills
generally produce pipes and tubes between 0.405 inch and 4-1/2 inches in
outside diameter.

In the electric-resistance-weld process, hot-rolled band, another coiled
flat steel product, is cold-formed into a cylinder. The weld is made when an
electric current heats the edges to approximately 2,600 degrees Fahrenheit.
Pressure exerted by the rolls squeezes the hot edges together to form the
weld. Pipes and tubes produced using this process have outside diameters
ranging from 4-1/2 inches to 24 inches.

According to U.S. Steel, one type of weld may be cheaper to produce than
another type of weld depending on the dimensions of the pipe. The pipes and
tubes under investigation are of relatively small diameter (16 inches or less)
and generally are produced by continuous welding or electric-resistance
welding. The machinery used to produce these pipes and tubes can also be used
to produce pressure pipes and tubes, o0il country tubing, and mechanical
tubing, and some large-diameter welded carbon steel pipes and tubes. The
pressure, mechanical, and oil country pipes and tubes, however, are generally
produced to more stringent standards, require more testing, and frequently are
subjected to additional operations (e.g., cold-drawing, annealing, tempering,
upsetting, pickling, and threading) before being sold.

U.S. Tariff Treatment

Imports of the welded carbon steel pipes and tubes under investigation
are classifiable under item 610.32 of the TSUS, which includes welded pipes
and tubes (and blanks therefor) of iron (except cast iron) or of nonalloy
(carbon) steel and of circular cross section, with walls not thinner than
0.065 inch and having an outside diameter of not less than 0.375 inch nor more
than 16 inches. 1/ During the Tokyo round of multilateral trade negotiations
(MTN), the most-favored-nation (MFN) (col. 1) 2/ rate of duty for this item
was changed from 0.3 cents per pound to 1.9 percent ad valorem, effective

1/ The pipes and tubes under investigation enter under statistical
annotations 610.3208, 610.3209, 610.3231, 610.3232, 610.3241, 610.3244, and
610.3247 of the Tariff Schedules of the United States Annotated (TSUSA).

2/ Col. 1 rates of duty are applicable to imported products from all
countries except those Communist countries and areas enumerated in gewefal
headnote 3(f) of the TSUS.
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January 1, 1982. This MFN rate of duty is the final staged rate negotiated in
the Tokyo round. The column 2 rate }/ of duty is 5.5 percent ad valorem. The
pipes and tubes classifiable under item 610.32 are not eligible articles for
purposes of duty-free treatment under the Generalized System of Preferences
(GSP),‘g/ and imports from least developed developing countries (LDDC's) are
not granted preferential rates. 3/

i

Nature and Extent of Bounties or Grants

On December 20, 1982, the Department of Commerce issued its final
countervailing duty determination concerning steel products from the Republic
of Korea. ‘ ’

The small-diameter pipes and tubes covered by the Commerce investigation
are welded carbon steel pipes and tubes with walls not thinner than 0.065 of
an inch, of circular cross sections and 0.375 of an inch in outside diameter
but not more than 16 inches, as currently provided for in items 610.3208,
610.3209, 610.3231, 610.3232, 610.3241, 610.3244, and 610.3247, of the Tariff
Schedules of the United States Annotated (TSUSA). Pipes and tubes suitable
for use in boilers, superheaters, heat-exchangers, condensers, and feedwater
heaters, or conforming to API specifications for oil well tubing, with or
without couplings, cold-drawn pipes and tubes, and cold-rolled pipes and tubes
with wall thickness not exceeding 0.1 inch are not included.

Commerce determined that subsidies were provided by the Government of
Korea during calendar year 1981. The programs determined to confer subsidies
and the benefits conferred under these programs are described, as follows.

Preferential Export Financing - This program provides short-term
financing of up to 90 days to exporters at rates which are less than the
generally available commercial rates. All firms investigated took advantage
of this program. 1In addition, several firms reported long-term preferential
export loans under a special fund for export industries set up by government

1/ Col. 2 rates of duty apply to imported products from those Communist
countries and areas enumerated in general headnote 3(f) of the TSUS.

2/ The GSP, enacted as title V of the Trade Act of 1974, provides duty-free
treatment for specified eligible articles imported directly from designated
beneficiary developing countries. GSP, implemented in Executive Order No.
11888, of Nov. 24, 1975, applies to merchandise imported on or after Jan. 1,
1976, and is scheduled to remain in erifect until Jan. 4, 1985.

' 3/ The preferential rates of duty in the "LDDC" column reflect the full U.S.
MTN concession rates implemented without staging for particular items which
are the products of LDDC's enumerated in general headnote 3(d) of the TSUS.
If no rate of duty is provided in the "LDDC" column for a particular item, the
rate of duty in col. 1 applies. ' A-6
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direction. Both these programs were traced to government mandate and
therefore determined to be countervailable. The net benefits attributable to
preferential export loans to the Korean steel producers for small-diameter
welded carbon steel pipes and tubes, based on the f.o.b. value of the exported
merchandise, were 1.16 percent ad valorem.

Subsequent to the period for which subsidization was measured, June 28,
1982, the Government of Korea reduced the maximum allowable interest rate to
be charged by commercial banks on all commercial loans, including export
loans, to 10 percent. This action eliminated the interest rate preferences
that previously existed for exporters. Therefore, the ad valorem subsidy
amounts shown in the "suspension of liquidation" section of its notice do not
reflect the above listed percentages since loan preferences have not been in
effect since June 28, 1982. Consequently, entries which would be subject to
suspension of liquidation would not benefit from this program.

Preferential tax incentives for exporters - There are several sections of
the Korean Tax Law which confer benefits to exporters. These include programs
providing accelerated depreciation for exporters. There is also a tax law
which provides for the deduction from taxable income of a number of different
reserves relating to export activities. On an overall basis, Commerce found
the net benefit to the Korean steel producers under these programs based on
the f.o.b. value of the exported pipes and tubes to be 0.09 percent ad valorem.

Special tax exemptions for Government-owned firms - POSCO was the only
one of the firms investigated owned either directly or indirectly by the
Government of Korea. The tax exemptions resulted in a total subsidy to POSCO
of 0.46 percent of the f.o.b. value of the exported merchandise. POSCO's tax
exemptions expired on December 31, 1981; however, the firm received benefits
from the corporation and residence tax exemption programs which cannot be
known until 1982. Therefore, Commerce included 0.33 percent of the above
amount in the "Suspension of Liquidation" section of its notice.

Special tax incentives for steel producers - Under this program the
Government of Korea provides special investment credits on a case-by-case
basis, if the Government decides that a particular investment is needed. Only
one firm, Masan Tube, reported benefits under this provision. The tax benefit
is not quantifiable until 1982 which is outside the period for which Commerce
measured subsidization. Therefore, Commerce did not quantify this benefit,
nor include an amount for this program, in the "Suspension of Liquidation”
section of its notice.

Preferential utility rates :and port charges for steel producers - This
program provides Korean steel producers with reduced rates for "utilities and
related services.” It was also alleged that Korean steel producers qualify
for a deferred payment plan with the Korea Electric Co. During 1981, only
POSCO received a benefit under this program. Commerce found POSCO's net
benefit under this program to be 0.05 percent of the f.o.b. value of the
exported merchandise.

Tariff incentives - Article 29 of the Korean Foreign Trade Enforcement
Ordinance authorizes rebates of tariffs to cover wastage of imported raw
materials to be incorporated into manufactured items for export. On am\-7
overall basis, Commerce found net benefits to the Korean steel producers under
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this program, based on the f.o.b. value of the small-diameter welded carbon
steel pipes and tubes, at an ad valorem rate of 0.05 percent.

Masan Free Export Zone or Foreign Capital Inducement Law benefits - Under
this program benefits, essentially tax incentives of a temporary nature, are
granted to firms located in the Masan Free Export Zone. Of the firms
investigated, only Masan Tube was eligible to receive benefits. The ad
valorem subsidy received by Masan was 1.72 percent of the total f.o.b. value
of Masan Tube's exports in 1981. Masan Tube indicated that its eligibility
for benefits under this program expired on August 23, 1982.

In summary, for purposes of suspension of liquidation, the net subsidy
for small-diameter welded carbon steel pipes and tubes is as follows:

Ad valorem rate

Masan Tube-—-- - 1.86
POSCO (Dong Jin) 1.88
Other manufacturers investigated-————-——- 0.00
All other manufacturers/producers/

exporters - 1.88

The U.S. Market

U.S. demand for all steel pipes and tubes (both welded and seamless)
increased steadily during 1979-81, with U.S. consumption exceeding
16 million short tons in 1981, representing an increase of 58 percent compared
with consumption in 1979. U.S. consumption decreased during January-September
1982 to less than 9 million short tons, a decline of 29 percent compared with
that of consumption in the corresponding period of 1981. .Both the 1979-81
increase and the 1982 decrease can be attributed in large part to fluctuating
U.S. demand for oil country tubular goods. Toward the end of 1981 and during
January-September 1982, the price of oil and gas did not increase as
anticipated and, consequently, the number of new oil-drilling projects
decreased, as did the demand for o0il country tubular goods. U.S. consumption
of welded steel pipes and tubes increased by 2.1 million short tons (33
percent) during 1979-81 and decreased by 2.0 million short tons (31 percent)
during January-September 1982, as shown in the following tabulation (in
millions of short tons): '

Period f Seamless i Welded f Total
)/ S — : 4.1 : 6.3 10.4
1980-—————————m e 5.5 : 6.9 12.4
1981 ~———mm e 8.0 : 8.4 : 16.4
January-September—— : oo
1981-- 5.8 : 6.5 : 12.3
JLY: S — 4.2 : 4.5 : 8.7
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U.S. consumption of the small-diameter welded carbon steel pipes and
tubes under investigation accounted for approximately 50 percent of total U.S.
consumption of all welded pipes and tubes in 1981.

U.S. consumption of the small-diameter welded carbon steel pipes and
tubes under investigation increased from 3.6 million short tons in 1979 to 3.9
million short tons in 1980 and to 4.0 million short tons in 1981, or by 11
percent in 2 years (table 1). U.S. consumption decreased by 26 percent in
January-September 1982 compared with the level attained in the corresponding
period of 1981.

Table 1.--Small-diameter welded carbon steel pipes and tubes: 1/ U.S.
producers' domestic shipments, imports for consumption, and apparent
U.S. consumption, 1979-81, January-September 1981, and January-
September 1982

(In thousands of short tons)
: U.S. producers': :
Period : domestic : Imports :  Consumption
shipments 2/ : :

1979 == === m e m e s 2,492 : 1,129 : 3,621

1980 - mmm— e — e : 2,632 : 1,235 : 3,867
1981 -————————m e e 2,659 : 1,378 : 4,037
January-September—- : : :
1981 ~———— e et 1,966 : 1,049 : 3,015
1982 - : 1,258 : 969 : 2,227

1/ The small-diameter welded carbon steel pipes and tubes for which data are
presented are defined in the description and uses section of this report.

g/ Understated (by as much as 15 percent) to the extent that all firms did
not respond to the Commission's questionnaires.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission; January-September 1982 imports, compiled
from official statistics of the U.S. Department of Commerce.

According to U.S. Steel, 70 percent of the welded carbon steel pipes and
tubes under investigation that it produces are sold to steel service centers,
which warehouse the product throughout the United States. The remaining 30
percent of its sales are made directly to end users.

U.S. Producers

The Commission has identified 32 firms in the United States which produce
the small-diameter pipes and tubes which are the subject of this
investigation. Data on these pipes and tubes were provided by 25 of these
firms, accounting for more than 85 percent of total U.S. shipments of welded
carbon steel standard, line, and structural pipes and tubes in 1981 based on
AISI data. 1/

A-9
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There are two types of welded steel pipe and tube producers--large,
integrated producers and small, nonintegrated producers. The integrated
producers make their own steel, roll their own sheet, plate, skelp, and strip,
and generally produce the high-volume, low-cost pipes and tubes. The non-
integrated producers buy the sheet, skelp, plate, and strip on the open market
and generally specialize in the production of the low-volume, more specialized
pipes and tubes. ’ )

The 10 largest U.S. producers of the small-diameter pipes and tubes under
investigation based on 1981 shipment data, as compiled from questionnaires of
the U.S. International Trade Commission in investigation No. 701-TA-168
(Final), are shown in the following tabulation:

Percentage distribution

Firm of shipments
Integrated: »
Bethlehem—————=————=mm e *kk
Jones & Laughlin-———----——--—emee—— *kk
Kaiser-------—- ————— e e *kk
Laclede———==—————mm e *kk
Republic—————-—-——————<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>