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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-153 (Final)

HOT-ROLLED CARBON STEEL SHEET FROM BRAZIL

Determination

On the basis of the record 1/ developed in the subjecf'investigation, fhe
Commission determines, pursuant to section 735(b)(l) of the Tariff Act of 1930
(19 U.s.C. § 1673d(b)(1)), that an industry in the United States is maferiéiiy
injured by reason of imports from Brazil of hot;rolied carbon steel sheet
provided for in items 607.67 and 607.83 of the Tariff Schedules éf thé United
States (TSUS), which have been found by the Department of Commerce to bé sold
in the United States at less fhan fair value (LTFV). 2/ 1In addition, pursuant
to section 735(b)(4)(A) of the Act (19 U.S.C. § 1673d(b)(4)(A)), the
dommission determines that there is no material inj;ry by reason of massive
imports of the subject product described in section 735(a)(3)(19 U.S.C. §
1673(a)(3)), to an extent that, in order to prevent such material injury from
recurring, it is necessary to impose antidumping duties retroactively

on those imports. 3/4/

Background

The Commission instituted this investigation effective April 26, 1984,
following a preliminary determination by the Department of Commerce that there

was a reasonable basis to believe or suspect that imports of hot-rolled

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/ Vice Chairman Liebeler dissenting.

3/ The effect of this determination is that antidumping duties will be
imposed on imports entered on or after April 26, 1984 for Cosipa and Usiminas
and on or after July 11, 1984 for CSN. Had the determination been
affirmative, antidumping duties would have been imposed on imports entered 90
days prior to those dates (see 19 U.S.C. § 1673d(c)).

4/ Commissioners Eckes and Lodwick dissenting.



carbon steel sheet from Brazil were being sold in tge United States
at less than fair valué.

Notice of the Commission's investigation and of a 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 May 23, 1984 (49 F.R.
21812). The public hearing was held in Washington, D.C. on July 26, 1984, and
all persons who requested the opportunity were permitted to appear in person

or by counsel.
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VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES,
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

On the basis of the record in investigation No. 731-TA-153 (Final), we
determine that an industry in the United States is materially injured by
reason of imports of hot-rolled carbon steel sheet from Brazil which has been
found by the Department of Commerce ("Commerce") to be sold at less than fair
value ("LTFV").

With regard to critical circumstances, Chairwoman Stern and Commissioner
Rohr determine that the material injury is not by reason of the massive
imports found by Commerce to exist, to an extent that, in order to prevent
such material injury from recurring, it is necessary to impose the antidumping

duty retroactively on those imports. 1/ 2/

Definition of the domestic industry

The domestic industry against which the impact of the imports under
investigation is to be assessed 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 outpﬁt of the like product constitutes a major

proportion of the total domestic production of that product.” 3/ "Like

1/ The majority negative critical circumstances determination of Chairwoman
Stern and Commissioner Rohr is joined by Vice Chairman Liebeler by reason of
her negative material injury determination. The reasons for Chairwoman
Stern's and Commissioner Rohr's negative critical circumstances determination
follow. See Views of Chairwoman Stern and Commissioner Rohr on No Critical
Circumstances. ’

2/ Commissioner Eckes and Commissioner Lodwick determine that the material
injury is by reason of massive imports found by Commerce to exist, to an
extent that, in order to prevent such material injury from recurring, it is
necessary to impose the antidumping duty retroactively on those imports.
Commissioner Eckes questions whether the negative "critical circumstances™
vote by some of his colleagues may be considered a "majority" determination.
See Views of Commissioner Eckes and Commissioner Lodwick Regarding the
Determination of Critical Circumstances.

3/ 19 U.S.C. § 1677(4)(A).



product” is deflned in sectlon 771(10) as "a product which is like, or in the
absence of like, most 31m1lar in characterlstlcs and uses w1th the article
subjéct to an investigation . . . ." 4/ |

The imported product which is the subjéctvof~this‘investigation is
h&E;folledtéérbon steel.sheetivahiszproducf has beén the subject of other
pre&ioué coﬁﬁtérvailing duty‘ahd éntidumping inveétigations concerning Brazil
and other countries. In those cases the like product was found to be
doﬁéSticaliy‘pfoduced hot-rolled éarbon steel sheet. 5/ We find.ho persuasive
evidence’ in this investigation to cause us to change this definition of like
product. ' Moreover, the parfies in this investigation did not contest this
product determination.

Based on odr finding in this investigation tha£ the like product is
hot-rolled carbon steel sheet, we determine that the dpmestic industry against
which the impact of the imports should be assessed are the domestic producers

of hot-rolled carbon steel sheet.

Condition of the domestic industry

The U.S. industry‘broducing hot-rolled carbon steel sheet experienced
difficulties throughout‘the4period covered by the investigation. Production
fell from 9.7 million tons in 1981 to 6.5 million tons in 1982. Production in
1983 iﬁé;ééseﬁ'to 9.3 millibn tons, and during Jahuary—nar;h 1984 produétionv
iangééed 23 pefcént'when'cémpared‘to the co;responding period of 1983. 6/

Shipments ofvhpt—nolled carbon steel sheet followed a.similar pattern to that

4/ 19°U.s.C. § 1677(10)

5/ See, é.g. Certain Steel Products from the Republic of Korea, invs. Nos.
701—TA—17O 171, and 173 (Final), February 1983; Certain Carbon Steel Products
from* Argentina Australia, Finland, South Afrlca and Spain, invs. Nos.
701-TA-212 and 731-TA-169 through 182 (Prellmlnary), March 1984, Certaln Steel
Products from Brazil, invs. Nos. 701-TA-205 through 207 and 731-TA-153 and 154
(Preliminary), December 1983.

6/ Report of the Commission ("Report') at A-17.
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of productién. 7/ From 8.9 million tons in 1981, shipments declined to 6.0
million tons in 1982. éhipments totaled 8.0 million tons in 1983, and
increased from 1.8 million tons in January-March 1983 to 2.2 million tons in
the corresponding period of 1984. Employment improved in 1983 and in the
first quarter of 1984, but was still 8 percent below the 1981 level. 8/

Net sales declined from $3.5 billion in 1981 to $2.3 billion in 1982.

Net sales increased to $3.1 billion in 1983 and by 32 percent during
January-March 1984, but the reporting hot-rolled carbon steel sheet producers
continued to suffer operating losses. These losses amounted to 2.3 percent of
net sales in 1981, 17.4 percent in 1982, 10.1 percent in 1983, and 5.1 percent
in the interim period of 1984. 9/

Although.the industry's performance, as measured by many indicators, has
been improving, it remains materially injured. We note that though domestic
shipments increased from the depressed levels of 1982, the rebound is weaker
than the upturn in consumption. As a result, U.S. producers' share of the
market declined. 10/ Prices for certain hot-rolled sheet products have

actually declined during the period examined, while others have shown only

moderate increases. 11/

Material injury by reason of LTFV imports

The volume of imports from Brazil rose quickly from only 3,000 short tons

in 1981 to 45,000 short tons in 1982. It rose further to 251,000,short tons

7/ Id. at A-18.
8/ Id. at A-20.
9/ Id. at A-24.
10/ Id. at A-29.
11/ Id. at A-32-35. 1In five of seven cases in which price series for

specigzc items sold either to service centers or end-users were obtained,

prices were lower in the first quarter of 1984 than in the first quarter of
1982.
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in 1983. 1In the first quarter of 1984, 152,000 short tons were imported into
the United States. This is a dramatic increase when compared to 37,000 short
tons during the first quarter of 1983. 12/

Imports from Brazil as a share of apparent consumption increased from
less than 0.05 percent in 1981 to 0.5 percent in 1982 and to 2.3 percent in
1983. 1In January-March 1984, this share rose to 4.3 percent. 13/

The information available on delivered purchaser prices permitted
comparisons of U.S. and Brazilian hot-rolled sheet in 21 instances. 14/ The
U.S.-produced product was undersold by Brazil in all of these instances by
margins ranging from 1.1 percent to 21.4 percent. A numbep of purchasers

_reported that the Brazilian hot-rolled sheet was priced below the domestic
sheet. 15/ ;g/-;l/

AFour allegations of lost sales were confirmed. In all of these instances
price was a major factor. Two of these purchasers cited price in combination

with a superior quality product. 18/

Conclusion

We determine that the domestic industry producing hot-rolled carbon steel
sheet is materially injured by reason of LTFV imports from Brazil. The
increased quantities and low prices of those imports have prevented the

domestic industry from increasing production and raising prices; the result is

that the industry continues to operate at a loss.

12/ 1d. at A-28.
13/ Id. at A-29.
14/ Id. at A-36.
15/ Id. at A-36-40.
16/ Id. at A-40-44.

18/ Chairwoman Stern notes that the substantial LTFV margins found by

Commerce play a significant role in the ability of the Brazilian product to
compete in the U.S. market.

17/ Report at A-41-44.
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VIEWS OF CHAIRWOMAN STERN AND COMMISSIONER ROHR
ON NO CRITICAL CIRCUMSTANCES

In making its final determination as to the existence of less than fair
value sales, the Department of Commerce concluded under section 735(a)(3) that
critical circumstances exist with respect to imports of the products subject
to this investigation. The Commission is therefore required in its final
determination to include a finding under section 735(b)(4)(A):

[Als to whether the material injury is by reason of massive
imports described in section (a)(3) to an extent that, in
order to prevent the material injury from recurring, it is
necessary to impose the duty imposed under section 731
retroactively on those imports. 1/

In reaching our conclﬁsion that the statutory requirements for an
affirmative finding on critical circumstances have not been met in this case
we have examined the purposes for which the critical circumstances provisions
were added to the antidumping law as well as the particular economic
indicators which are of relevance to the standards contained in the critical
circumstances provision.

First, one purpose of the critical circumstances provisions of the
antidumping laws are to remedy injury caused by sporadic dumping, i.e., that
dumping which occurs at periodic intervals or in surges. The data with
respect to the volume of imports and the data on underselling do not indicate
to us that this is ﬁhat has occurred in the market. 2/

A second purpose of the critical circumstances provisions is to prevent

the circumvention of the antidumping law. This could occur, for example, if

foreign manufacturers rush large quantities of their products into the United

1/ 19 U.S.C. 1673d(b)(4)(A).
2/ Report at A-23, A-27-34.
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States, which in the normal course of businees would have been imported after
the suspension of liqcidetion or‘imposition cf a dumping order, before the
effective date of such orders. ‘Inlsuch a case;‘impocts could be expected to
" rise beyond the level required by normal demand conditions in the ﬁarket and
inventories would also be.expected to rise siénificantly as importers would
increase their stocks on undutied goods to meet demand once the imposition of
duties causes the cost of the impcrts to increase. 1In the present case,
Brazilian,im?orts have increased significantly in quantity. 3/ However, this
increase in impdrts does not appear to be significantly above the increase in
demand in the market brought about by the general recovery and other

factors. 4/ Further, we do not see the significant increases in inventories
which we would'expect if‘importers were stockﬁiling iﬁventory against fcture
‘demand. 5/ We therefore conclude that the data does not suppert the inference
that increased Bfazilian imports were for the purpose of circumventing the
impact of the antidumping law.

Apart from our conclusion that neither of the purposes of the critiecal
circumstances provisions would be served by the imposition of retrqective
dumping duties in this caee, we also find that the data does not sufport.an
affirmative findihg iﬁ light of the express statutory provisions of section
735(b){4)(A). In reaching this conclusion, we looked first at the nature of
the increases in imports which constitute the massive impopts found to exist
bykihe Department of Commerce. These imports were found‘co exist during the

peridd frcﬁ Novembef 1983 to March 1984. Imports from Brazil clearly did

3/ I1d. at A-23.

4/ Id. at A-13.

5/ Questionnaire responses by importers show a decline in inventories held
on March 31, 1984, from those held as of end of year 1983.
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increase during this period. 6/ So, too, did imports fpoﬁ all sources and so
did domestic production. 7/ It is our view that the surge in Brazilian
imports was thus a natural reaction to increased demand in the marketplacé.

It is also true that Brazilian imports dropped dramatically in May 1984, N
contemporaneously with the suspension of liquidgtion which followed the |
Department of Commerce's preliminary affirmative determiﬁation. While sﬁch a
drop is relevant, we will not necessarily infer the existence of critical
circumstances from such data particularly where, as- in the preseﬁt case, the
drop is also contemporaneous to the separate imposition of final
countervailing duties in an independent case. 8/ The countervailing duties
imposed at thag time ranged from 17 to 62 percent, much greater in magnitude
than the bonds required by the suspension of liquidation in this case.

' Finally, we looked at material injury, which must be to such extent that
to prevent its recurrance retroactive duties are necessary. We note that over
the period of the massive imports the indicators of the industry's performance
improved. 9/ We further note that prices remained stable or increased and
domestic inventories did not substantially increase. 10/ This suggests that
Brazilian imports were absorbed by the increase in demand without causing
injury of a type that is recurring or necessitates the retroactive imposition

of duties.

6/ Report at A-S.

1/ 1Id. at A-14, A-23. We also note that import penetration from these other
countries also increased.

8/ Certain Carbon Steel Products from Brazil. 49 Fed. Reg. 17988 (1984).

9/ Report at A-14-15, A-17.

10/ Id. at A-19, A-33-35.
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We have therefore concluded that Brazilian imports over the entire period
of investigation are a cause of material injury to the domestic industry.
However, we must also determine that there is no material injury by reason of

massive imports from Brazil to such an extent that to prevent such injury from

recurring it is necessary to impose retroactive duties.

10
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VIEWS OF COMMISSIONER ECKES AND COMMISSIONER LODWICK

REGARDING THE DETERMINATION OF CRITICAL CIRCUMSTANCES 1/

In its final determination, the Department of Commerce (the administering
authority) found that "critical circumstances" existed with respect to imports
of hot-rolled carbon steel sheet from Brazil. The facts of this investigation
warrant an affirpative determination by the Commission regarding the issue of
critical circumstances. Indeed, the peculiar outcome of the determination in
this investigation raises questions about the propriety of the Commission's
voting procedures.

The Commission's responsibility in determining critical circumstances is
set forth in sec. 735(b)(4)(A) of the Act, 2/ thch provides:

If the finding of the administering authority
under subsection (a)(2) is affirmative, then
the final determination of the Commission shall
include a finding as to whether the material
injury is by reason of massive imports
described in subsection (a)(3) [massive imports
of the merchandise which is the subject of the
investigation over a relatively short period]
to an extent that, in order to prevent such
material injury from recurring, it is necessary
to impose the duty imposed by section 731
retroactively on those imports.

The relevant legislative history to this section states:

The provision is designed to provide prompt

relief to domestic industries suffering from

large volumes of, or a surge over a short

period of imports, and to deter exporters whose i
merchandise is subject to an investigation from
circumventing the intent of the law by

increasing their exports to the United States

during the period between initiation of an
investigation and a preliminary determination

by the Authority [Department of Commerce]. 3/

1/ Commissioner Lodwick's views are limited to the section entitled 11
"Discussion of Critical Circumstances."

2/ 19 U.s.C. 1673(b)(4)(A).

3/ H. Rep. No. 96-317, 96th Cong., lst Sess. 63 (1979).



12

Commission Procedure—-—

»

The relevant legislative history indicates that the Commission's
determination must focus on the volume of imports as well as the nature of

imports entering the U.S. market during the relevant time period. 1In the

C i

”usﬁal aﬁgidumplng 1nvest1gat10n the Department of Commerce effectively .
H . A
'1mposes antldumplng 1nvest1gat10n dutles on 1mports when it renders an
‘aff1rmat;ve pre11m1nary determination. Such duties do not apply to goods
1ﬁp§rtediér10r to the Commerce Department preliminary decision. However, by
statute, Congress has provided for the further retroactive‘assessment of
duti;s éﬁnimpdgts in certain situations involving massive imports "in order to
prevent such mafé;iai injury from recurring."

The Commission has:interptated the statute as providing for separate
determinations regardiﬁé the quastions of material injury amd critical
éircumstances. In this 1nveatlgat10n, a Commissioner voting negatively

regarding the question of materxal anury is said to have "autowmatically"

voted negatively on the questlon of cr1t1cal circumstances. 4/ Without

-4/ It is debatable whether om August 15, three commissioners actually voted
negatively on the issue of critigal circumstances. In GC-H-239, a subsequent
memorandum from the General Counsel to Chairwoman Stern, dated August 21, 1984,
the General Counsel asserts the view that a certain Commissioner's negative
material injury was automatically & megative critical circumstances vote, and
thus the critical circumstances vote was 3-2 negative." (emphasis added)

However, a careful review of the official minutes of the meetings, which
were formally approved by the Commission at its meeting on August 22, 1984,
suggests a different interpretation. The minutes show that with respect to
material injury that Commissioner stated: "I determine that an industry in
the United States is not materially injured or threatened with material
injury, and that the establishment of an industry is not materially retarded,
by reason of imports of hot-rolled carbon steel sheet from Brazil, which are
being sold at less than fair value,"

This voting language contains no reference at all to the issue of
critical c1rcumstances.\ Thus, one can argue that it was a negative vote on
'the issue of injury alcne. =

12
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reaching the ambiguities of various legal interpretations of the statute, 5/
this unusual procedure has the potential for rendering meaningless the
critical circumstances determinations of commissioners voting affirmatively on
the question of material injury. It is arguable whether a Commissioner who
finds no material injury to the domestic industry shéuld not then vote, or be
counted as having made an "implicit" negative critical circumétances finding,
on whether the material injury found by other Commissioner's is caused by

"magssive imports."

4/ (Continued) _

A few moments later when the roll was called on the question of critical
circumstances, Commissioners Eckes and Lodwick affirmed that the "material
injury is by reason of massive imports of hot-rolled carbon steel sheet from
Brazil over a relatively short period," and they stated "it is necessary that
the duty provided for in section 731 be imposed retroactively on these imports
in order to prevent such injury from recurring." Two other commissioners,
Chairwoman Stern and Commissioner Rohr, said that "material injury is not by
reason of massive imports" and "it is not necessary" to impose retroactive
duties. However, Vice Chairman Liebeler stated only: "I voted negatively."
(emphasis added) Stated in the past tense, her vote language refers to her
vote on the issue of material injury. In neither vote did she directly
address the issue of critical circumstances.

I1f the General Counsel is correct that "a negative critical circumstances
finding is implicit in a negative material injury determination," then the
outcome was a 3-to-2 negative determination on critical circumstances.
However, in the past the Commission has consistently held separate votes on
the issue of critical circumstances. (An affirmative on material injury was
not treated as an "automatic" affirmative on critical circumstances.) From
this point of view, the fact that the Vice Chairman did not address directly
the issue of critical circumstances leads to the possible conclusion that only
four Commissioners actually voted on critical circumstances. If this is true,
the Commission was divided evenly, and the affirmative position, not the
negative position, prevailed.

5/ See GC-H-239, memorandum from the General Counsel to Chairwoman Stern,
dated August 21, 1984, 1In that memorandum is the statement that ". . . even
if the Commission reaches a negative material injury determination under
section 735, a critical circumstance finding is required." That conclusion,
however, requires a broad, if not mirror image, interpretation of the
statute. The legislative history states that "If the petitioner alleges
critical circumstances in a timely manner under section 733(e), then the
authority and ITC would be required to include additional findings in their
final determinations under section 735 if those determinations are
affirmative. [emphasis added] Sen. Rept. No. 96-249, 96th Cong., lst |Sess.
73 (1979).
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Such is the situation in this investigation. The Commission majority
composed of four meﬁbers voted affirmatively regarding material injury, but
these same four Commissioners were evenly divided regarding critical
circumstances. Thus, but for the "implicit" third negative vote, the effect
of the otherwise split determination would have resulted in the retroactive
imposition of duties.

Discussion of Critical Circumstances-—

In the present investigation, the administering authority initiated its
preliminary investigation on November 22, 1983, and issued its preliminary
affirmative determination on April 26, 1984, Therefore, pursuant to the
legislative history, the relevant period for examination of the critical
circumstances issue in this investigation extends from December 1983 through
April 1984. Absent an affirmative determination of critical circumstances,
imports during that period would enter free of any dumping duty which would
evéntually be imposed as the result of this investigation. An affirmative
finding, however, would result in the retroactive application of duties to
imports entering 90 days prior to April 26, 1984, or January 27, 1984,

In the relevant period, the volume and trend of imports demonstrate a
significant concentration. During the December - April period, about 244,000
tons of hot-rolled carbon steel sheet were imported into the United States
from Brazil, an amount almost equal to the total of such imports from Brazil
for the entire year of 1983. 1In the month of December alone, the last full
month in which imports could enter free of any additional duty, imports were
57 percent greater than in November, when the petition was fiied. Imports
reached their highest monthly level of 65,000 tons in February 1984, more than
twice the amount entering from Brazil during any single month preceding the

filing of the petition during the period of this investigation. : 14
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Imports from ﬁtazil declined after the preliminary affirmative
determination by Commerce; in fact, no imports were reported for the month of
June. These declines immediately following that affirmative determination
suggests that imports were curtailed in response to the Commerce determi-
nation. Further, sizeable countervailing duties were assessed against these
same imports commencing in February 1984, which may account for some of the
decline in imports after February.

Arguments that imports from Brazil much like imports from all other
sources were responding to increases in U.S. consumption during this period
_ are not petsﬁasive. It is true that imports from other sources increased both
absolutely and relatively as a percentage of apparent U.S. consumption, during
the period January-March 1984. However, virtually all of these increases were
accounted for by Japaﬁ, Canada, and other sources which have not been the
subjéct of any Title VII investigation, and thus, have been apparently traded
on a fair basis. Unlike those imports, the imports from Brazil were the
subject of this Title VII investigation during this period, and were
ultimately found to have been sold at less than fair value. LTFV imports from
Brazil increased as a share of domestic consumption from 2.3 percent in 1983
to 4.3 percent for the period January-March 1984, and were a significant
factor in the marketplace. .

Thus, the pattern of import volume and trends which emerges from the data
developed in this investigation indicates the anticipation of the preliminary
affirmative determination by the administering authority and an attempt to
circumvent the imposition of dumping duties on a significant quantity of
imports. Therefore, the circumstances are appropriate in this investigation

for the retroactive imposition of duties. 15
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VIEWS OF VICE CHAIRMAN LIEBELER

I determine that an industry in the United States is not materially
;njured, threatened with material injury, or materially retarded by reason of
imports of hot-rolled carbon steel sheet from Brazil sold at less than fair
value ("LTFV").

Although the record supports a finding of material injury to the domestic
industry, I am unable to find that this injury is by reason of imports from
Brazil. Low capacity utilization in the domestic industry during the past
three and one-half years occurred as the result of a fall in the demand for-
steel, 1/ not as a result of LTFV imports from Brazil.

Market conditions in industries that require hot-rolled sheet as an input
affect demand for hot-rolled sheet. Activity in the automobile industry and
the household appliance industry, major users of hot-rolled sheet, sharply
declined in late 1981 and early 1982, 2/ Strong recovery did not occur until
mid-1983. 3/ The economic indicators concerning the condition 0f»the domestic
hot-rolled sheet industry reflect this trend. 4/ The recovery that began in
the major end-use markets in mid—-1983 and continued into the first qu«rtlar of
1984 is clearly reflected in the improvement of the domestic industry's
economic indicators for the first quarter of 1984. 5/

Imports from Brazil have not been a contributing factor to the difficulty

faced by the domestic industry. As a new entrant in the marketplace, Rrazil

1/ Report at A-14.

2/ Id. at A-10, A-25, 26, Table 17.
3/ Id. at A-26, Table 17.

4/ Id. at A-14-15, A-17.

5/ Id.
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exported to the United States less than 0.5 percent of apparent U.S.

consumption in 1981, ahd 0.5 percent in 1982. 1In 1983, the recoveries of the
automobile industry and the household appliance industry began. 6/ These
raecoveries caused both an improvement in the domestic hot-rolled sheet
industry, and an increase in imports from Brazil, which reached 2.3 percent of
U.S. apparent consumption. Brazil's highest level of imports, 4.3 percent of
apparent U.S. consumption, was during the first quarter of 1984, a period
during which the performance of the domestic induétry showed further
improvement.
Similarly, prices of hot-rolled carbon steel sheet are affected by the
level of activity in the industries that require hot-rolled sheet as an
'input. 7/ Given the low level of activity in these industries until mid-1983
and the availability of other low priced imports of the like product, 8/ the
domestic industry could not have raised its prices, even if the Brazilian LTFV
imports had not been sold in the ﬁnited States. Although the price of the
domestic like product and the quantity produced demonstrate that‘the domestic
industry was materially injured during the relevant period, the cause of this
distress was the depressed demand for steel, not the supply of Brazilian LTFV
hot-rolled carbon steel sheet.
Because I have ﬁot found a "sufficient causal link between the less than

fair value imports and the requisite injury," 9/ I conclude that any material
injury or threat thereof to the domestic industry, or material rétardation to

the establishment of an industry, is not "by reason of" the LTFV imports from

Brazil.
T6/ 1d. at A-26, Table 17.
7/ Id. at A-25.
8/ Id. at A-23-24, Table 15 & Table 16.
9/ S. Rep. No. 249, 1st Sess., 96th Cong. 75 (1979).

18



A-1

INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Following a preliminary determination by the U.S. Department of Commerce
that imports of hot-rolled carbon steel sheet from Brazil are being, or are
likely to be, sold in the United States at less than fair value (LTFV), the
U.S. International Trade Commission, effective April 26, 1984, instituted
investigation No. 731-TA-153 (Final) under section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)) to determine whether an industry in the United
States is materially injured, or is threatened with material injury, or the
establishment of an industry is materially retarded, by reason of imports of
such merchandise. Notice of the institution of the Commission's final
investigation, and of the public hearing to be held in connection therewith,
was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, D.C., and by publishing the notice
in the Federal Register of May 23, 1984 (49 F.R. 21812). 1/ The hearing was
held in Washington, DC, on July 26, 1984. 2/

Commerce has also determined that critical circumstances exist in this
investigation. The effect of an affirmative determination of critical
circumstances by the Commission is that any antidumping duty imposed as a
result of the investigation will be retroactive (19 U.S.C. § 1671b(d)).
Commerce's final affirmative LTFV and critical circumstances determinations
were published on July 11, 1983 (49 F.R. 28298). 3/ The applicable statute
directs that the Commission make its final injury determination within 45 days

after the final determination by Commerce, or in this case, by August 24,
1984, 4/

Background

On November 10, 1983, petitions were filed with the Commission and the
Department of Commerce by the United States Steel Corp. (U.S. Steel),
Pittsburgh, PA, alleging that imports of certain carbon steel products from
Brazil are being sold at less than. fair value (LTFV) and that industries in
the United States are materially injured or threatened with material injury by
reason of imports of such merchandise. Accordingly, effective November 10,
1983, the Commission instituted the following antidumping investigations: 5/

1/ A copy of the Commission's notice is presented in app. A.

2/ A list of witnesses appearing at the hearing is presented in app. B.

3/ A copy of Commerce's final determination is presented in app. C.

4/ The Commission's work scheduled calls for its determination to be
transmitted to the Secretary of Commerce by Aug. 23, 1984, which is 120 days
after Commerce's preliminary LTFV determination.

5/ Countervailing duty petitions were also filed by U.S. Steel on carbon
steel plate, hot-rolled carbon steel sheet, and cold-rolled carbon steel sheet
from Brazil (investigations Nos. 701-TA-204-207 (Preliminary)).
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Investigation No. 731-TA-153 (Preliminary), )
hot-rolled carbon steel sheet, provided for in items
607.6710, 607.6720, 607.6730, 607.6740, and 607.8342
of the Tariff Schedules of the United States
Annotated (TSUSA); and

Investigation No. 731-TA-154 (Preliminary){
cold-rolled carbon steel sheet, provided for in TSUSA
items 607.8350, 607.8355, or 607.8360.

On November 21, 1983, the Commission received notification from U.S.
Steel that it was withdrawing its countervailing duty petition concerning
~imports from Brazil of carbon steel plate in cut lengths (as provided for in
items 607.6615, 607.8320, 607.9400, 608.0710, or 608.1100 of the TSUSA), and
‘was amending its petitions concerning imports from Brazil of hot-rolled ca:bon
steel sheet (investigations Nos. 701-TA-206é and 731-TA-153 (Preliminary)) and
-cold-rolled carbon steel sheet (investigations Nos. 701-TA-207 and 731-TA-154
"(Preliminary)) to include those carbon steel products provided for in item
607.8320 of the TSUSA.

Accordingly, the Commission terminated investigation Nec. 701-TA-204
"(Preliminary) and, in comformity with the product descriptions utilized by the
Commission and by the Department of Gommerce in their 1983 antidumping and
countervailing duty investigations concerning certain steel products from
Brazil and several other. countries, 1/ amended the scope of investigations
Nos. 701-TA-206, 701-TA-207, 731-TA-153, and 731-TA-154 (Preliminary) to
‘include those carbon steel products provided for in item 607.8320 of the TSUSA.

On December 27, 1983, the Commission determined, on the basis of the
record developed during the course of its preliminary investigations, that
there was a reasconable indication that an industry in the United States was
materially injured or threatened with material injury by reason of imports of
.the subject carbon steel products from Brazil.

On April 26, 1984, Commerce issued a preliminary affirmative determination
‘on hot-rolled sheet, and a preliminary negative determination on cold-rolled
‘sheet.

Related Cormmission Investigations Concerning Imports -
of the Subject Products

The products covered by this investigation bave also been the subject of
a number of other recent (since 1981) Commission investigations. These

1/ See Certain Steel Products From Belgium, Brazil, France, Italy,

- Luxembourg, the Netherlands, Romaniz, the United Kingdom, and West Germany:

Determinations of the Commission irn Investigations Nos. 701-TA-86 through 144,
701-TA-146, and 701-TA-147 (Preliminary) Under Section 703(a) of the Tariff

Act of 1930 and Investigations Wos. 731-TA-53 through 86 (Preliminary) Under
Section 733(a) of the Tariff Act of 1930 . . ., USITC Publication 1221,
February 1982.
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investigations and the Commission's determinations in each of them are shown
in table 1.

Table 1.--Commission investigations involving hot-rolled carbon
steel sheet since 1981

(A = affirmative determination; N = negative determination)
Country |  Hot-rolled sheet

Preliminary determinations

Belgium - - 1/2/3/ A
Brazil i 1/3/5/ N
: 2/6/ A
France- - ' : 1/2/37 A
Italy : 1/2/3/ A
Korea———-- : 5/1/ A
Luxembourg-—- : 1/2/3/ N
Netherlands---- : 172/3/7 A
United Kingdom- : 1/2/3/ N
West Germany : 1/2/3/7 A
South Africa-—- : 4/8/ A
: Final determinations
Brazil H : 9/10/ A
Korea-- —_— —— : 9/11/ A

.

1/ Certain Steel Products from Belgium, Brazil, France, Italy, Luxembourg,

the Netherlands, Romania, the United Kingdom, and West Germany, investigations

Nos. 701-TA-86 through 144, 146, and 147 (Preliminary) and 731-TA-53 through
86 (Preliminary), February 1982.

2/ By reason of both allegedly LTFV and subsidized imports.

3/ Includes strip.

4/ By reason of allegedly LTFV imports.

5/ By reason of allegedly subsidized imports.

6/ Certain Steel Products from Brazil, investigations Nos. 701-TA-205
through 207 and 731-TA-153 and 154 (Preliminary), December 1983.

1/ Certain Steel Products from the Republic of Korea, investigations Nos.
701-TA-170-173 (Preliminary), June 1982. -

8/ Certain Carbon Steel Products from Argentina, Australia, Finland, South
Africa, and Spain, investigations Nos. 701-TA-212 and 731-TA-169 through 182
(Preliminary).

9/ By reason of subsidized imports.

10/ Certain Carbon Steel Products from Brazil, investigations Nos.
701-TA-205 through 207 (Final), June 1984.

11/ Certain Steel Products from the Republic of Korea, investigation Nos.
701-TA-170, 171, and 173 (Final), February 1983.

Source: See footnotes.
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Nature and Extent of Sales at LTFV

On July 11, 1984, the Department of Commerce published its final
determination that imports of hot-rolled carbon steel sheet from Brazil are
being sold at LTFV. The only known Brazilian producers that export the
subject merchandise to the United States are Companhia Siderurgica Paulista
(Cosipa), Companhia Siderurgica Nacional (CSN), and Usinas Siderurgicas de
Minas Gerais (Usiminas). Commerce's investigation covered the period June 1,
1983, through November 30, 1983.

Commerce found that the foreign market value of hot-rolled carbon steel
sheet from Brazil exceeded the U.S. price on 60.0 percent of the sales of this
product. These margins ranged from 0.47 percent to 103.7 percent and the
overall weighted-average margin on all hot-rolled carbon steel sheet sales was
6.45 percent. The weighted-average margins for individual companies are shown
in the following tabulation (in percent):

Firm Margins
Cosipa--—- - -- 18.03
CSN-~--- - 1 6.09
Usiminas —_ 18.15
All others— 6.45

The Department of Commerce also made a final affirmative determination of
critical circumstances.-1l/ 1In making this determination Commerce found (1)
the requisite history of dumping of the class or kind of merchandise under
investigation, 2/ and (2) that there have been massive imports of these
products over a relatively short period of time. 3/

1/ If the Commission finds that critical circumstances do exist in this
investigation, the suspension of liquidation for entries of hot-rolled sheet
will be ordered for the period 90 days prior to Apr. 26, 1984 (date of
publication of Commerce's preliminary determination), for Cosipa and Usiminas,
and for the period 90 days prior to July 11, 1984 (date of publication of
Commerce's final determination), for CSN. Commerce's preliminary
determination excluded CSN (de minimis margins) and, therefore, the
calculation of the retroactive period for CSN differs from the other Brazilian
producers. B

2/ On May 18, 1983, the Commission of the European Communities imposed
antidumping duties on imports of sheets and plates of iron and steel, not
further worked than hot-rolled, of a thickness 3mm or more, originating in
Brazil. Commerce determined that the merchandise covered in its investigation
fell within the scope of that action. Commerce found no history of dumping of
hot-rolled sheet in the United States.

3/ Commerce compared the monthly average of imports from Brazil during the
period of May through October 1983 with the monthly average of imports for the
period November 1983 through March 1984. '
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Monthly imports of hot-rolled sheet from Brazil'duting January 1982-June
1984 are shown in the following tabulation (in short tons):

Period

Hot-rolled sheet

1982:

19

January

February
March:

April
May--

June

July
August-

September

October——-
November

December—--
83:
January———-

February--

March
April

May---

September
October

November

December

1984:

January-—-

February
March

April

May---
June

952
706

3,446

1,450
982
11,672
2,624
13,347
2,791
' 889

6,053

9,517
8,797
18,647
7,766
4,749
20,743
29,738
32,646
22,076
22,426
28,803
45,193

35,085
65,343
51,389
47,157
22,225
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The Brazilian Steel Industry and Its Capacity
to Generate Exports

The Brazilian steel industry produced 16.2 million tons of raw steel in
1983, ranking 13th among world steel-producing countries. This production

represents a 13-percent increase compared with production in 1982, as shown in
the following tabulation:

: Quantity
(million short tons)
1973 7.9
1674 8.3
1975 9.2
- 1976 10.2
1977 12.4
1978~ - 13.5
1979 15.3
1980 16.9
1981 14.6
1982  14.3
1983—- 16.2

The Siderbras group of companies produced 10.1 million tons of raw steel
in 1983, representing 62 percent of total Brazilian production. 1/ 1Its three
largest producers--Usiminas, Cosipa, and CSN--together accounted for the bulk
of Siderbras' raw steel production, and over 50 percent of total Brazilian raw
steel production. These three firms, all fully integrated steel producers,
account for virtually all of Brazil's production of hot-rolled sheet.

Usiminas was Brazil's largest raw steel producer in 1982, accounting for
3.2 million tons, or 20 percent, of Brazil's total production of raw steel.
Usiminas is primarily a producer of flat-rolled carbon steel products,
including plate, hot-rolled sheet, and cold-rolled sheet.

CSN, the second largest Brazilian steel producer, makes a full line of
carbon steel products, including hot-rolled sheet, cold-rolled sheet, plate,
bars, and structural shapes.

Cosipa, the third largest Brazilian steel producer, makes flat-rolled
carbon steel products exclusively.

1/ siderbras, a Government-controlled corporation in charge of federally
owned steel corporations, was established in 1973 to promote and stimulate new
steel projects involving State participation. It controls eight operating
Brazilian steel companies; two additional facilities are planned. The most
recent steel facility of the Siderbras group to start production was Companhia
Siderurgica de Tubarao, which came on line Dec. 1, 1983. The facility is a
joint venture of Siderbras and Japanese and Italian steel companies; it
produces carbon steel slabs, primarily for the export market.
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Brazil's aggregate production of hot-rolled sheet declined from 1.8
million tons in 1980 to 1.4 million tons in 1981, before rising to 2.0 million
tons in 1982 (table 2). 1/

Table 2.--Hot-rolled steel sheet and coiled plate: Brazil's production,
practical capacity, capacity utilization, imports, exports, and apparent
consumption, 1980-82

Item : 1980 . 1981 . 1982
Production--————————— 1,000 short tons--: 1,826 : 1,410 : 2,020
Capacity 1/-—- do : 9,800 : 9,800 : 9,800
Capacity utilization 1/--——-——~ percent——: - 18.6 : 14.4 : 20.6
Imports——————=——=—meu- 1,000 short tons-—-: 3: 104 : 2
Exports to—- : : :

United States-- do : 2/ : 1: 81
European Community---——-————————— do———-: 2/ : 45 : 121
Argentina-----—- --do——--: 2/ : 17 : 64
Japan-----—- — do : 2/ : 9 : 50
All other——--—- do--—--: 2/ : 39 : 260
Total-——————— e do———-:- 56 : 111 : 576
Apparent consumption-- do—---: 1,777 : 1,403 : 1,446

1/ Capacity data were derived by the Commission's staff from data published
by the Industria Siderurgica Brasileria; such data are substantially
overstated in the context of this table. This is because the hot-strip mills
upon which these capacity data are based are used for producing all hot-rolled
sheet, both that marketed as such and that consumed captively in the
production of other products such as galvanized sheet, coated sheet, and tin
plate. The effective capacity of any hot-strip mill to produce the hot-rolled
sheet and coiled plate which are the subjects of these investigations is
subject to the current product mix of the mill.

2/ Not available.

Source: Annuario Estatistico da Industria Siderurgica Brasileria (IBS),
1982 and 1983.

As shown in table 2, Brazil's exports of hot-rolled sheet to the United
States and other major markets increased substantially from 1980 .to 1982.
Brazilian exports of these products to the United States as a share of total

exports also rose substantially, from 0.9 percent in 1981 to 14.1 percent in
1982.

1/ Brazil's production of hot-rolled sheet in 1982 was the largest achieved
during the past decade. 1Its average annual production of such sheet rose from
1.04 million tons during 1973-77 to 1.65 million tons during 1978-82.
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Counsel for respondents provided production, capacity, and export data on
a quarterly basis for 1983. These data pertain only to the three largest
producers in Brazil (Usiminas, Cosipa, and CSN) and, therefore, are not an
extension to table 2. All three Brazilian producers operated at high
utilization rates in 1983, ranging from * * * percent * * % to * % % percent
* % % (table 3).

Table 3.--Hot-rolled sheet: 1/ Production, capacity, and capacity utilization
for 3 Brazilian producers, 1983

.
.

Items : CSN ! Usiminas | Cosipa . Total
Hot-rolled sheet and coiled : : :
plate: : : : , :
Production-—-——-- short tons--: *xk 3 X%k *kk g fadated
Capacity--- —-— do : *kk *kk *kk Fedkek
Capacity utilization : H : :

percent—-: *kk Kk o KRR« Kk Kk

1/ Includes coiled plate.

Source: Post-hearing submission by counsel for respondents in
investigations Nos. 701-TA-205-207, certain carbon steel products from Brazil.

Total exports for these three firms, by quarters, are presented in
table 4. Brazil exports significant quantities of hot-rolled sheet to * * %,
as well as to the United States.

Table 4.--Hot-rolled carbon steel sheet: Brazil's exports, 1/ by
types and by quarters, 1983

: January- : April- : July- : October :
Ttem : March _: June :September : December: Total
: Short tomns
Hot-rolled sheet to-- : : : o :
The United States-—————- : *kk *kk *kk *kk Fokk
All other countries———-- : X%kXx . *kk o XXXk ; X%k fadale
Total-—— : k% o k%X 3 *kk o KkKk o b .39

1/ Data includes exports of CSN, Usiminas, and Cosipa only.

Source: Post-hearing submission by counsel for respondents in
investigations Nos. 701-TA-205-207, Certain Carbon Steel Products from Brazil.
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The Products
Description and uses

The TSUSA describes hot-rolled carbon steel sheets as flat-rolled carbon
steel products, whether or not corrugated or crimped and whether or not
pickled; not cold-rolled; not cut, not pressed, and not stamped to
nonrectangular shape; not coated or plated with metal; over 8 inches in width
and in coils, or if not in coils under 0.1875 inch in thickness and over 12
inches in width. Such products are provided for in TSUSA items 607.6710,
607.6720, 607.6730, 607.6740, 607.8320, and 607.8342,

Major markets for hot-rolled carbon steel sheet (including .coiled plate),
as reported by the American Iron & Steel Institute (AISI), are shown in
table 5. During 1981-83, an increasing amount, averaging 38 percent, of all
domestically produced hot-rolled carbon steel sheet (including coiled plate)
went to service centers and distributors. The remainder was shipped to end
users. The largest end-user market for such sheet was the automotive
industry, which accounted for an average of 24 percent of total U.S.
producers' shipments during 1981-83.

.

Production processes

Hot-rolled carbon steel sheet is produced on hot-strip mills. 1In the
hot-strip mill, slabs are heated to a rolling temperature of about 2,000° F.
The slabs are sent into 'a scalebreaker to remove furnace scale, roughed down
to a predetermined intermediate thickness in roughing stands, and then sent to
a series of finishing stands where further reductions are made. A typical
continuous mill for hot rolling has four or five roughing stands and five to
seven finishing stands. As the product is reduced in thickness, it is
increased in length. Each succeeding set of rolls is rotated at a higher rate
of speed to compensate for the elongation of the sheet. Water sprays at
various locations cool the metal and remove oxide from the hot sheet surface.
Upon reaching final thickness, the hot-rolled material has cooled to about
1<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>