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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-183 (Preliminary), Large Diameter
Carbon Steel Welded Pipes from Brazil

.

Determination

On the basis of the record 1/ developed.in the subject investigation, the
Commission determines, 2/ pursuant to section 733(a) of the Tariff Act of 1930
(19 U.S.C. § 1673b(a)), that there is a reasonable indication that an industry
in the United States is materially injured, 3/ or threatened with material
injury, by reason of imports from Brazil of carbon steel welded pipes known as
line pipes, over 16 inches in outside diameter, provided for in item 610.32 of
the Tariff Schedules of the United States (TSUS), which are alleged to be sold

in the United States at less than fair value (LTFV).

Background

On March 21, 1984, a petition was filed with the U.§. International Trade
Commission and the U.S. Department of Commerce by counsel on behalf of Berg
Steel Pipe Corp., Panama City, Florida, alleging that an industry in the
United States is materially injured, or is threatened with material injury, by
reason of imports from Brazil of the subject merchandise which are allegedly
being sold at LTFV. Accordingly, the Commission instituted a preliminary
investigation under section 733(a) 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 estab-

lishment of an industry in the United States is materially retarded, by

reason of imports of such merchandise.

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

2/ Commissioner Liebeler did not participate in this investigation.

3/ Commissioners Haggart and Rohr have determined in this investigation that
there is a reasonable indication of material injury, and therefore do not
reach the issue of a reasonable indication of threat of material injury.



2
Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.$. International Trade
Register on March 28, 1984 (49 F.R. 11895). The conference was held in
Washington, D.C. on April 16, 1984, and all persons who requested the

opportunity were permitted to appear in person or by counsel.
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VIEWS OF THE COMMISSION

On the basis of the record in this investigation, we determine that there
is a reasonable indication that an industry is materially injured Y or is
threatened with material injury by reason of imports of large-diameter carbon
steel welded pipes from Brazil which are allegedly being sold at less than
fair value (LTFV). 2/

Large declines in production, capacity utilization, domestic shipments,
employment, sales, and profits indicate material injury to the U.S5. industry.
A reasonable indication that the Brazilian imports are linked to this injury
is demonstrated by a number of factors, including the absolute and relative

increase of imports, evidence of underselling by imports, and our analysis of

the bidding process.

The domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as "the domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." 3/ Section 771(10), in
turn, defines "like product" as "a product which is like, or in the absence of
like, most similar in characteristics and uses with, the article subject to"

this investigation. &/

1/ Commissioners Haggart and Rohr have determined in this investigation that
there is a reasonable indication of material injury and therefore do not reach
the issue of a reasonable indication of threat of material injury.

2/ Material retardation of the establishment of an industry in the United
States is not an issue in this investigation and will not be discussed further.

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).
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The imported products under investigation are large~diameter carbon steel
welded pipes which exceed 16 inches in outside diameter. These pipes are
produced to American Iron & Steel Institute (AISI) specifications and are used
primarily as line pipes. Line pipes are used for the transportation of gas,
0il, or water generally in a pipéline or utility distribution system. 5/
All of the domestically produced pipes which exceed 16 inches in outside
diameter are produced to meet AISI specifications for and are used as line
pipes. 8/

In prior investigations, the Commission has defined line pipe as a
separate like product. z/ Since all the imported and. the domestically
produced pipes above 16 inches in outside diameter are produced in order to
meet the AISI specifications for line pipes and are substitutable for each
other, we determine that the domestic product is like the imported product.
We, therefore, determine that the domestic industry is composed of the
domestic producers of large-diameter carbon steel welded pipes which exceed 16

. . . . . . . . . 9
inches in outside diameter, which are primarily used as line pipes. 8/ 9/

5/ Commission Report (Report).

6/ If the pipes do not meet the rigid specifications for line pipes because,
for example, they are rusted, cracked, or not round, they may be used as
pilings or in certain other construction applications. However, these are
only secondary uses and are not the usual or desired market for such pipes.

7/ See Certain Welded Carbon Steel Pipes and Tubes from the Republic of
Korea and Taiwan, Invs. Nos. 731-TA-131 and 132 (Preliminary), USITC Pub. 1389
(1983).

8/ Confab, the Brazilian producer, argues that Berg Pipe, the petitioner,
should be excluded from the definition of the domestic industry under sec.
771(4)(B) of the Tariff Act of 1930, the related parties provision, because it
is a subsidiary of Bergrohr, a West German pipe producer. Under the plain
language of the statute, however, the related-parties provision is applicable
to domestic producers that either import or are related to importers or
exporters of the allegedly dumped merchandise, in this case large-diameter
welded carbon steel pipes from Brazil. Since Berg Pipe is neither related to
a Brazilian pipe producer nor does it import line pipe from Brazil, this

(Footnote continued)



Condition of the domestic industry

Material injury to the domestic industry is evidenced by such factors as
large‘declines in production, capacity utilization, domestic shipments,
employment, sales, and profits. Domestic production of large—diameter carbon

steel welded pipes continuously declined from 1.0 million tons in 1981 to

10/ .
623,000 tons in 1982 and then to 136,000 tons in 1983. — Capacity

utilization also fell sharply, from 51 percent in 1981 to 31 percent in 1982,
and then to 7 percent in 1983, 11/ Domestic shipments declined~by 85

percent during the period under investigation, from 1.0 million tons in 1981

‘ 12/
to 587,000 tons in 1982, and then to 155,000 tons in 1983. == At the same

time, employment fell from 1,575 workers in 1981 to 1,284 workers in 1982, and

then to 378 workers in 1983, 13/

During the period under investigation, net sales declined by 86 percent,

from $450 million in 1981 to $272 million in 1982, and then to $62 million in

1983, 14/ Operating income fell from $56 million in 1981 to a loss of

: e 15/ 16/
$17 million in 1982 and then to a loss of $18 million in 1983.

All reporting companies reported gross income_losﬁes in 1983 compared with one

(Footnote continued) (
provision is not applicable. See also S. Rep. No. 96-249, 96th Cong., 1lst
Sess. at 83. , ‘

9/ The domestic producers are American Cast Iron Pipe Co., Armco, Inc., Berg
Steel Pipe Corp., Bethlehem Steel Corp., Kaiser Steel Corp., Stupp Corp., and
U.S. Steel Corp.

10/ Report at A-8.

11/ Report at A-9.

12/ Report at A-9.

13/ Report at A-10.

14/ Report at A-12.

15/ Report at A-12.

16/ Income—and-loss data were received from three firms which together
accounted for an estimated 76 percent of U.S. production of the large-diameter
pipes in 1983. Report at A-11.
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. , 17 . .
company in 1982 and none in 1981. 11/ Therefore, on the basis of the

condition of the domestic industry, we determine that there is a reasonable

indication of material injury.

Reasonable indication of material injury or threat of material injury by
reason of alleged LTFV imports

Imports from Brazil increased steadily from 567 tons, valued at $286,000,
in 1981 to 15,000 tons, valued at $5.6 million, in 1982, and then to 53,000

tons, valued at $19.8 million, in 1983. 18/

By contrast, during 1981-83,

. 19

imports from all sources dropped from 717,000 to 175,000 tons. 13/ The
import penetration ratio for imports from Brazil increased from less than 0.5

percent in 1981 to 1.1 percent in 1982 and then jumped to 16.1 percent in

20
1983, 20/ In 1983, Brazil was the principal source of U.S. imports of

large—diameter carbon steel welded pipes.

In most instances, large-diameter pipes are sold through a bidding
process and, consequently, most of the information on prices is confidential.
The Commission has examined 15 major contracts for projects awarded since
January 1982. Confab, the sole Brazilian producer, was awarded two of those
contracts, including the largest contract awarded in 1983 for the Trans
Louisiana Project (the Faustina Project). On this contract, Confap underbid

21/

both U.S. and several foreign producers by substantial margins. == The

17/ Report at A-11.

18/ Report at A-15.

19/ Report at A-16.

20/ Report at A-18. .

21/ Report at A-19. During the first round of the bidding process, Confab
underbid several U.S. producers. In the second round of the bidding, only one
domestic producer submitted a bid. The Commission seeks further information

from the parties on the bidding process in any final investigation.
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much lower price was a factor in the decision to award the contract to
Confab. 22/ In early 1984, Confab was awarded another major contract for
tﬁe Paradis/I.GS project. Once again, the low bid price was a factor in the
award of the contract to Confab. 23/

The Commission has received 10 allegations of sales lost to imports from
Brazil. Most of these allegations involved sales in the secondary distributor
market. The Commission confirmed that on five of those occasions, price was
the critical factor in the decision to purchase the Brazilian product.

In addition to the substantial increase in imports in 1983, another
factor which provides a reasonable indication of threat of material injury is
that consumption of the large-diameter pipes in Brazil declined from 1982 to
1983. During the same period, Confab maintained significant, unused capacity

to produce large-diameter pipes. 24/ In 1983, the United States was a

substantial export market for Brazil. 25/ With domestic consumption falling
in Brazil, there is a real and imminent threat that the significant, unused
capacity will be directed towards the United States.

Furthermore, there are three contracts now pending for large-diameter

welded pipes in which Confab is an active participant. Confab has bid on all

22/ Although pricing appears to be an important factor, financing terms and
delivery considerations also appear to be important. The Commission seeks
further information on these factors in any final investigation.

23/ Report at A-21. The petitioner Berg Pipe did not bid on the two
contracts which Confab won. Berg Pipe's parent company, Bergrohr, did bid on
those contracts. Information gathered in the preliminary investigation
indicates that Bergrohr and Berg Pipe do not compete on the same projects. We
note, however, that two other large domestic producers, U.S. Steel Corp and
Bethlehem Steel Corp., did compete for these projects and have announced that
they are parties in support of the petition.

24/ Report at A-7.

25/ The Commission seeks further information from the parties on export
markets for Brazil in any final investigation.
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three contracts. One contract, the All American Pipeline, represents the
largest project in the last few years. 26/ The quantity is reported to
range from 300,000 to 349,000 tons.
Accordingly, we conclude that there is.a reasonable indication that
imports from Brazil of the large-diameter carbon steel welded pipes are a

cause of material injury and threaten material injury to the domestic

industry. 27/

26/ Report at A-22
27/ See note 1, supra.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On Merch 21, 1984, the U.S. International Trade Commission (Commission)
and the U.S. Department of Commerce (Commerce) received a petition from
counsel on behalf of Berg Steel Pipe Corporation of Panama City, Florida, a

domestic producer of steel pipe products, alleging that large-diameter carbon
steel welded pipes from Brazil, which are known as line pipes and provided for

in item 610.32 of the Tariff Schedules of the United States (TSUS), are being
sold in the United States at less than fair value (LTFV). The Commission
therefore instituted a preliminary antidumping investigation, under section
733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)), to determine whether
there is a reasonable indication that an industry in the United States is
materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of such imports. The statute directs that the Commission make its

determination within 45 days after its receipt of the petition, or in this
case, by May 7, 1984.

Notice of the institution of the Commission's investigation and of a
public conference to be held in connection therewith was duly given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on March 28, 1984 (49 F.R. 11895). 1/ The public conference was held

in Washington, D.C., on April 16, 1984. 2/ The briefing and vote in this
investigation was held on May 1, 1984.

Past Commission Investigations

The Commission has conducted prior investigations under section 701 of
the Tariff Act of 1930 concerning imports of large-diameter carbon steel
welded pipes from France, Italy, and West Germany.

On May 7, 1982, United States Steel Corp. filed petitions with the
Commission and Commerce alleging that an industry in the United States was
materially injured and was threatened with material injury by reason of
imports from Brazil, France, Italy, the Republic of Korea, and West Germany of
welded carbon steel pipes and tubes provided for in item 610.32 of the TSUS,
upon which bounties or grants were alleged to be paid. Among the specific
products covered by these petitions were large-diameter carbon steel welded
pipes known as line pipes from France, Italy, and West Germany.

1/ A copy of the Commission's notice of institution is presented in app. A.
A copy of Commerce's notice of initiation is also presented in app. A.
2/ A 1list of witnesses appearing at the conference is presented in app. B.

A-1
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On June 21, 1982, the Commission found that there was a reass
indication of material injury 1/ by reason of imports of such pipss
France (investigation No. 701-TA-166 (Preliminary)), and West Germ
(investigation No. 701-TA-169 (Preliminary)). The Commission Ffound o
reasonable indication of material injury by reason of imports of such ni:
from Italy (investigation No. 701-TA-167 (Preliminary)). 2/

)
fri

On October 4, 1982, Commerce issued preliminary negative determinationsu,
finding the benefits provided by the Governments of France and West Gevmany to
be de minimius (47 F.R. 44818 and 47 F.R. 44826, respectively). Both
investigations were terminated by Commerce on October 29, 1982, when ¥U.Z3.
Steel withdrew its petitions in response to an arrangement whereby the
European Coal and Steel Community (ECSC) agreed to limit its exports of
certain steel products to the United States (47 F.R. 49058).

Nature and Extent of Alleged Sales at LTFV

Thee pesttiltiton od Lbegxss Ubtedt llime: pipes from Brazil are being sold in the
United States at LTFV. The petitioner calculated the estimated cost to
produce line pipes in Brazil for 11 product sizes by adding a 25-percent
processing cost to published list prices for plate. The petitioner then
compared these estimated pipe costs to the value of imports entered into the
United States 12 to 15 weeks later, allowing for the lag time between the
purchase of plate and shipment of the finished pipe and for shipping time from
Brazil to the United States. These calculations resulted in estimated dumping

margins ranging from 34.45 to 46.56 percent for imports entered during
November 1983.

The petitioner also states that it cannot ascertain whether Brazilian
producers are selling line pipe in Brazil below their costs of production. 1In
case this is true, the petition also calculates dumping margins for the 11
products using a constructed value for the Brazilian pipe. In this comparison,
dumping margins are estimated to range from 45.21 to 58.29 percent.

The Product

Description and uses

The imported products covered by this investigation are large diameter

carbon steel welded pipes which exceed 16 inches in outside diameter (o.d.)
and are known as line pipes.

1/ Commissioner Stern found no reasonable indication of material injury.
2/ Welded Carbon Steel Pipes and Tubes from Brazil, France, Italy, the
Republic of Korea, and West Germany: Determinations of the Commission in

Investigations Nos. 701-TA-165 through 169 . . ., USITC Publication 1262, June
1982.

.
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.Line pipes are one of six categories of pipes and tubes recognized by the
American Iron & Steel Institute (AISI). 1/ Such pipes are used for the

transportation of gas, oil, or water, generally in & pipeline or utility
distribution system, in sizes 1/8 inch to 42 inches or larger o.d. 2/ and
produced to API specifications.

Although the AISI defines large-diameter line pipes as those with an o.d.
of 24 inches or more, the line pipes covered by this investigation are those
with an o.d. greater than 16 inches. This was done to conform with the
statistical breakout provided for in the Tariff Schedules of the United States
Annotated (TSUSA). 3/ Since most line pipes are manufactured to particular

specifications for individual projects, there is little competition between
different sizes.

Line pipes are subject to rigid inspections by both plant personnel and
independent or customer engineers before they are shipped from the producer's
plant. Most line pipes are required to pass three different tests--hydro-
static, ultrasonic, and X-ray--before they are accepted by the purchaser.
Pipes which meet quality standards are usually coated before use to prevent
corrosion. Those which do not meet the required specifications (if rusted,
cracked, or out of round, for example) may be used as pilings or in certain
other construction applications. However, these are secondary uses and not

the usual or preferred market. Pipes for these applications are sold at
discounted prices.

Manufacturing process

Welded steel pipes are made by forming flat-rolled steel into a tubular
configuration and welding it along the joint axis. The two primary methods of
shaping the line pipes which are subject to this investigation are the pyramid
rolling process and the U-O-E method. 4/

The pyremid rolling machine consists of an elongated 3-roll bending
apparatus with the two bottom rolls fixed and the top roll movable along a
vertical plane. The flat-rolled steel is moved into position beneath the top
roll, and through the proper combination of force and counterpressure, the
steel is shaped into a cylinder around the top roll. The edges of the pipe
are formed by a continuous crimping machine, which prepares the edges for
welding. When this is accomplished, the pipe is welded along the joint axis.

1/ For a full discussion of all six categories, see Certain Welded Carbon
Steel Pipes and Tubes from the Republic of Korea: Determination of the
Commission in Investigation No. 701-TA-168 . . ., USITC Publication 1345,
February 1983. :

2/ The American Petroleum Institute (API) has established standards for
pipes up to 80 inches in outside diameter.

3/ Transcript of the conference, p. 41.

4/ A third process, called continuous line production, is used by some firms
to produce line pipes up to about 24 inches o.d. In this process, pipe is

produced in a continuous line and cut into individual sections toward the end
of the process.

A-3
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Finally, the pipe is sized to ensure that it meets specifications on
roundness and diameter at the ends. The sizing machine consists of a top and
bottom roll shaped to the desired configuration of the pipe. Pressure is

applied on the top roll to exert a force on the pipe as it is passci batween
the two rolls. : '

In the U-O-E method, the plate is crimped by bending the edges upward; it
then enters the U-press, where a die bends it into a "U" shape. Next, the "uU"
enters the O-press, where the walls of the "U" are forced downward, resulting
in an "O" shaped pipe. The pipe is then welded along the joint axis.

In order to round the pipe and to insure proper yield strength (which may
be reduced in the O-press), two methods of expansion are utilized--mechanical
and hydraulic. 1In the mechanical expander, the pipe is moved over a head
mechanism with symmetrical segments which can exert force on the inside of the
pipe, thereby causing it to expand. 1In the hydraulic expander, the pipe is
closed at both ends, filled with water and then pressurized. Under high

pressure, the pipe expands to fill outside dies of the desired size. The pipe
is then tested and inspected.

There are various methods by which pipes are welded, including the
continuous weld (CW), the electric resistance weld (ERW), the submerged-arc
weld (SAW), and the spiral weld methods. Submerged-arc welds and electric

resistance welds are normally used to produce the line pipes covered in this
investigation.

In the SAW process, a steel plate is cold-formed into a cylinder, the
edges of which are beveled forming a V-notch when brought together. The edges
are welded as the notch is filled with molten metal from a welding rod. The
seam on the inside is also welded. The pipe is rotated and a welding

apparatus inserted inside. Pipes made by the SAW process are usually between
16 and 48 inches in outside diameter. 1/

In the ERW process, the weld is formed when the joining edges are heated
to approximately 2,600° F. Pressure exerted by rolls squeezes the heated
edges together to form the weld. ERW mills produce both pipe in standard

sizes and tubular products between 0.375 and 24 inches in outside diameter.

U.S. tariff treatment

U.S. imports of the large-diameter carbon steel welded pipes which are
the subject of this investigation are classified under TSUSA items 610.3211
and 610.3251. Imports from Brazil and all other countries receiving the
column 1 rate of duty 2/ are dutiable at 1.9 percent ad valorem. 3/ This

1/ The SAW process is sometimes referred to as double submerged arc welding
(DSAW). However, both names refer to essentially the same process.

2/ The rates of duty in col. 1 are most-favored-nation rates and are
applicable to imported products from all countries except those communist
countries and areas enumerated in general headnote 3(f) of the TSUSA.

3/ Prior to Jan. 1, 1982, the rate of duty was 0.3 cent per pound.

A-4
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rate of duty is the final staged rate negotiated in the Tokyo round and thus
is not scheduled for further reduction.

U.S. Market and Channels of Distribution

Apparent U.S. consumption

The most important factor affecting consumption of line pipes is the
construction of new oil, gas, and water pipeline projects. The last year
during which construction of such projects (and consumption of line pipes) was
at historically "normal" levels was 1981. 1/ 1In "normal years," although some
line pipes are sold by distributors to existing systems for replacement
purposes, most line pipes are directed toward new projects. 2/

A secondary use of line pipes is as pilings. However, this application

is economically feasible only when the pipes do not meet specifications and
otherwise would be used as scrap.

Apparent U.S. consumption of line pipes declined sharply, from 1.7
million tons in 1981 to 329,796 tons in 1983, or by 81 percent (table 1).
This decline is attributable to the sharp drop in the construction of new oil
and gas pipelines and to reduced activity in oil and gas exploration.

Table 1.--Large diameter carbon steel welded pipes: Domestic shipments,
exports, imports, and apparent consumption, 1981-83

(In tons)
ti : : : Apparent
Year nges ¢ Exports : Imports : consumption
shipments . 1/
1981-——-~——- : 1,012,092 : 3,173 : 717,310 : 1,729,402
1982—-—- : 586,946 : 25,064 : 798,666 : 1,385,612
1983--——- : 154,818 : 283 : 174,978 : 329,796

- .
. °

1/ Slightly overstated, as these data include imports of pipes other than
line pipes under TSUSA item 620.3251. However, such imports are believed to
be small.

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

1/ Transcript of the conference, p. 42.

2/ In 1983, shipments of line pipes were only slightly higher to end users
than to distributors (about 60 percent to 40 percent).

A-5



U.S8. producers

Seven U.S. firms had the capacity to produce large-diameter carbon steel
These firms, their locations, and their shares of total

welded pipes in 1

983.

industry shipments in 1983, are presented in the following tabulation:

1

Percentage distribution

Firm Plant location of shipments

American Cast Iron Pipe Co-—————- Birmingham, Ala. Kk k

Armco, Inc. l/——~-~———m Houston, Tex. et

Berg Steel Pipe Corp-----—-=————- Panama City, Fla. XXX

Bethlehem Steel Corp—--—----—m—o Steelton, Pa, XXX

Kaiser Steel Corp——----—————mom—m Napa, Calif. X% X

Stupp Corp——-—-—————————m e Baton Rouge, La. alale
U.S. Steel Corp--—~-==m=—mememeem Duquesne, Pa., and

Baytown, Tex. falaled

Total-———m—m e 100

1/ Armco * * * and closed its plant on Jan. 21, 1984.

U.S. producers may be divided into two types--large, integrated producers
(Armco, Bethlehem, U.S. Steel) and non-integrated producers (American, Berg,
Stupp). 1/ The integrated producers make their own steel and generally roll
their own plate into large diemeter pipes. Conversely, the nonintegrated
producers buy plate or coils for fabrication into pipe.

As shown in the following tabulation compiled from interviews by the
-staff of the U.S. International Trade Commission with personnel from American,
Berg, Bethlehem, Kaiser, Stupp, and U.S. Steel, the sizes of pipes produced by
each firm, as well as the raw material and production process they use, vary
considerably:

0.D. :
sizes Production
Firm (inches) Raw material process/welding
American-----—- 16 to 20 X X % Continuous-line ERW.
Berg-——--—--———- 24 to 64 x Xk X Pyramid rolling SAW.
Bethlehem————-- 16 to 42 X x X U.0.E. ERW,.
Kaiser---—————- 16 to 42 x X% % U,0.E. SAW.
Stupp——--—-=———- 18 to 24 x % X Continuous-line
ERW.
U.S. Steel-——- 16 to 20 x X % Continuous-line
ERW.
24 to 48 * Xk X U.0.E. SAW.

1/ Kaiser closed its steelmaking operations

in 1983 and now purchases plate
from other firms.

A-6 -
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Producers using U.0.E. forming are able to produce pipe at a more rapid
rate than those which do not. However, this process locks the mill into
standard sizes and requires a 3- to 5-day changeover time. 1/ By comparison,
the pyramid-rolling process can be changed to a different size in 1 hour. 2/
This enables such producers to produce shorter runs of pipes for sale to
distributors as well as long runs for sale in the project market.

One U.S. producer, Berg, is located in a foreign-trade zone in Panama
City, Fla. 3/ Berg's application for operations in the zone was granted on
January 16, 1981 (46 F.R. 8072, Jan. 26, 1981). The operation was approved
for a 5-year period and will be reviewed after 4 years.

U.S. importers

The major importer of large-diameter carbon steel welded pipes from
Brazil is Confab Industrial Corp., a wholly owned subsidiary of Confab
Industrial S.A. Confab Industrial Corp, which acts as sales agent on
non-project sales for its parent, began operations in January 1983. Sales on
pipeline projects are handled by L.B. Foster Co., which acts as Confab's sales
agent. L.B. Foster Co. is also a large distributor of pipes, and it imports
some stock from Confab S.A. for its own inventories. A third importer is

Sumitomo Corp. of America, which imports some pipes from Confab S.A., as well
as from other countries. 4/

Foreign producer

The only Brazilian exporter of large-diameter carbon steel welded pipes
to the United States is Confab Industrial S.A., which exports line pipes
manufactured by the U.0.E. SAW process. 5/ According to counsel, Confab's
effective annual capacity to produce U.0.E. large-diameter carbon steel welded
pipes is * * % tons; while its effective capacity to produce large-diameter
carbon steel welded pipes by all production methods (including the U.O.E.
method) is * * * tons. Data on Confab's production and sales are presented in
table 2. Confab's utilization of total productive capacity for large-diameter
carbon steel welded pipes * * * from * * * percent in 1982 to * * X percent in
1983, before * * X to * X * percent in January-March 1984.

1/ Transcript, pp. 11-13.

2/ Ibid, p. 14.

3/ Berg is 99 percent owned by Berg Pipe, Inc., which in turn is 66.7
percent owned by Bergrohr GmbH, Herne, West Germany, and 33.3 percent owned by
Daval Investors, Inc., New York.

4/ Sumitomo * X %,

5/ Confab Industrial S.A. also produces pipe by continuous-spiral-forming
SAW, bending roll SAW, and continuous-process ERW.
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Table 2.--Large-diameter carbon steel welded pipes:
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production and exports, 1982-83, and January-March 1984

Confab Industrial S.A.'s

(In tons)
: ¢ January-March
Item . 1982 1983 . 1984
Production designated :
for—- : : :
Consumption in Brazil---: xkx XkX *RX
EXpOrt———— ey XXX XXX s XKk X
Total- 3.3 S AKX o XXX
Exports: : : :
United States———————————: XKX o XXX 2 fatadd
Latin America--————————-- : XXX o £33 * KX
Austria——- : £33 I XXX o,
Egypt : XKX KKK o E3.8.3
Total - XXX o XKX ¢ XXX

.

.

Source: Post conference statement on behalf of Confab Industrial S.A.,

confidential exhibit 4.

Note.—-Data may not add to totals shown.

The Question of Alleged Material Injury

U.S. production

U.S. production of large-diameter carbon steel welded pipes declined

sharply, from 1 million tons in 1981 to 135,913 tons in 1983, as shown in the

following tabulation:

Year

1981--

1982——-

1983--

Production by each of the seven responding firms 1/ followed the trend

shown above for the aggregate industry. One firm, Armco, * * * and closed

its plant in January 1984.

Production
(tons)

1,009,756
622,584
135,913

1/ The Commission sent questionnaires to all seven U.S. producers of the
pipes covered by this investigation and received at least partial responses

from each.

A



Capacity apd capacity ptilization

U.S. capacity to produce large-diameter carbon steel welded pipes
remained unrchanged during 1981-83 at an estimated 1,986,000 tons per

year. As shown in the following tabulation, the utilization of productive
capacity declined steadily:

Capacity utilization

Year (percent)
1981 50.8
1982-- - 31.3
1983~ —m e 6.8

Domestic shipments

Shipments of large-diameter carbon steel welded pipes by U.S. producers
generally approximate production, because few inventories are maintained.

During 1981-83, domestic shipments fell by 85 percent, as shown in the
following tabulation:

Domestic shipments

Year (tons)

1981~ 1,012,092
p 1.3 2 — 586,946
1983 e 154,818

The decrease in domestic shipments reflects, in part, the corresponding
decline in the demand for these pipes during the period.

U.S. exports

Three U.S. producers, X * X, reported exports of large-diameter carbon
steel welded pipes during 1981-83. Exports by these firms varied considerably
during the period, as shown in the following tabulation: -

Exports
Year (tons)
1981 - XX
1982 —— XXX
1983 KK X

During 1982, the year of the most exports, * * * reported small
quantities of exports to * * X glthough most U.S. exports were accounted for
by * * *x ghipments to X X X, X x X reported exports in 1981 only.
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U.S. inventories

As mentioned, inventories held by producers of large-diameter carbon
steel welded pipes are usually relatively small in relation to shipments.

Inventories increased during 1980-82 and then declined sharply, as shown in
the following tabulation:

Inventories
As of Dec. 31-- (tons)
1980—-- 22,461
1981-- — 32,036
1982—- 34,407
1983—- - 3,212

Employment

Three firms, * * *, provided data on employment of workers producing line

pipes (table 3). Employment of such workers fell by 76 percent between 1981
and 1983.

Table 3.--Large-diameter carbon steel welded pipes: Employment, hours worked,
wages paid, and total compensation, 1981-83 1/

Item : 1981 ) 1982 . 1983
. Employees producing large- : :
diameter carbon steel welded :° : :
pipes number——: 1,575 : 1,284 : 378
Hours worked——————- 1,000 hours—-: 3,200 : 2,551 : 723
Wages paid———-——- 1,000 dollars——: 40,481 : 31,382 : 9,617
Total compensation paid---do--—--: 55,668 : 47,929 : 14,845

1/ Includes data for * * X X% % X apnd * % %,

Source: Compiled from responses to questionnaires of the U.S. International
Trade Commission.

Employees at three firms, U.S. Steel, Bethlehem, and Stupp, are
represented by the United Steel Workers Union; Kaiser's employees are
represented by the Boilermakers Union. Employees at Berg and American Cast
Iron Pipe are not represented by unions.
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Financial experience of U.S. producers

Income-and-loss data on both an establishment basis and for large-
diameter carbon steel welded pipes were received from three firms which

together accounted for an estimated 76 percent of U.S. production of such
pipes in 1983.

Large-diameter carbon steel welded pipe operationg.--Data for large-
diameter carbon steel welded pipes, by firms, are presented in table 4. Total
net sales of such pipes dropped drastically, from $450.5 million in 1981 to

$62.4 million in 1983, or by 86 percent. U.S. producers attribute the decline
in net sales mainly to the lack of demand for such pipes in 1983.

U.S. producers reported aggregate operating losses of $16.7 million
(6.2 percent of net sales) in 1982 and $17.7 million (28.4 percent of net

sales) in 1983, compared with an operating income of $55.7 million (12.4
percent of net sales) in 1981.

The major reason for the losses in 1982 and 1983 was the severe decline

in net sales. All three firms reported gross losses in 1983 compared with one
firm in 1982 and none in 1981.
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Table 4.--Income-and-loss experience of three U.S. producers on their

operations producing large-diameter carbon steel welded pipes, by
firms, 1981-83

: : : : General, :
: : * Gross selling, : Operating
: : Cost of : : and :
I . . . Y
tem : Net sales :goods sold: p:;f;:)_: admini- : 1n?§§e ?r
: : .;or (lo : strative 8s
: : : :_expenses :
: -1,000 dollars———~————————em—eee
1981: : : : : :
ok ko ____ : Xkk KKK o XXX XXX . XXX
X X X - : KKK o XKX KKK XXX KKK
X X X —_— XXX . XKK XXX XXX X kX
Total or average--: 450,499 : 388,402 : 62,097 : 6,411 : 55,686
1982: : : : : : :
X X %X _ b33 S XKK o XKkX o L3 3 S KKK
x %X X - H kKX o XKX o KKK o KKK o X KX
X X X ——— _ XKX o KX o KKK o ) XXX o XK X
Total or average-—-: 271,750 : 278,362 : (6,612): 10,108 : (16,720)
1983: : : : : :
X X Ko : KKK o XXX o XKXK o b3 2 $.3 .4
X X X —_ - KKK o XXX o XXX o KKK o XK X
X X X - . KX o XKXK o KKK o KKK o %K K
Total or average--: 62,362 : 74,038 : (11,676): 6,065 : (17,741)
: Ratio to net sales of-—-
: : o ti : ¢ General,
: Gross profit : JPerating .  cost of :selling, and
income or s
: or (loss) : : goods sold : administra-
(loss) .
: : : :tive expenses
: Percent—-—— -
1981: : : : :
LI : xKRX 3.3 3.3 KX
X R R : REX o XXX : xKX - XKX
X Xk X : KKK o L33 KKK o KK X
Total or average-—-: 13.8 : 12.4 : 86.2 : 1.4
1982: : : : :
X X % . XXX XXX o XXX o KKK
X X X : XXX o XKK o xkX o X K X
X X X : KK o KKK o KKK o XXX
~Total or average--: (2.4): (6.2): 102.4 : 3.7
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