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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 701-TA-242 (Preliminary) and
731-TA-252 and 253 (Preliminary)

CERTAIN WELDED CARBON STEEL PIPES AND TUBES FROM
THAILAND AND VENEZUELA

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, pursuant to section 703(a) of the Tariff Act of
1930 (19 U.S.C. § 1671b(a)), that there is a reasonable indication that
industries in the United Stages are materially injured by reason of imports of'
welded carbon steel standard 2/ and line pipes and tubes 3/ which are
allegedly subsidized by the Govermment of Venezuela. The Commission also
determines, 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 threatened with material injury by reason of imports of
‘welded carbon steel standard pipes and tubes from Thailand ﬁj and materially
injured by welded carbon steel line pipes and tubes from Venezuela, which are

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

e

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

2/ Chairwoman Stern and Vice Chairman Liebeler dissenting with respect to
- standard pipes and tubes.

3/ The term "welded carbon steel standard pipes and tubes” covers welded
carbon steel pipes and tubes of circular cross section, 0.375 inch or more but
not over 16 inches in outside diameter, provided for in items 610.3231,
610.3234, 610.3241, 610.3242, 610.3243, 610.3252, 610.3254, 610.3256,
610.3258, and 610.4925 of the Tariff Schedules of the United States Annotated
(TSUSA). The term "welded carbon steel line pipes and tubes” covers welded
carbon steel pipes and tubes of circular cross section, with walls not thinner
than 0,065 inch, 0.375 inch or more but not over 16 inches in outside
diameter, conforming to API specifications for line pipe, provided for in
TSUSA items 610.3208 and 610.3209.

4/ Chairwoman Stern determines on the basis of a cumulative analysis that
there is a reasonable indication that an industry in the United States is
materially injured by reason of imports of welded carbon steel standard pipes
and tubes from Thailand. Vice Chairman Liebeler dissenting with respect to
imports from Thailand.



Background

On February 28, 1985, petitions were filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel for the
Committee on Pipe and Tube Imports alleging that an industry in the United
States is materially injured and threatened with material injury by reason of
imports of certain welded carbon steel pipes and tubes which are being
subsidized by the Governments of Thailand and Venezuela, and which are also
being sold in the United States at LTFV. On March 12, 1985, counsel amended
the petitions to state, among other things, that the petitions were filed by
the Standard Pipe Subcommittee and the Line Pipe Subcommittee of the Committee
on Pipe and Tube Imports, and by each of the individual manufacturers that are
members of those subcommittees., Accordingly, effective February 28, 1985, the
Commission instituted investigation No. 701-TA-242 (Preliminary), 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 imports from Venezuela of certain welded carbon steel pipes and
tubes which are allegedly subsidized by the Government of Venezuela. 1/ The
Commission also instituted, effective February 28, 1985, investigations Nos.
731-TA-252 and 253 (Preliminary), to determing whether there is a reasonable
indication that an industry in the United States is materially injured or
threatened with material injury, or the establishment of an industry in the

United States is matefially retarded by reason of imports of certain welded

1/ Thailand is not a "Country under the Agreement” and therefore the
Commission is not required to reach a determination with respect to injury
from allegedly subsidized imports. Consequently, the Commission did not
institute a countervailing duty investigation with respect to the allegedly
subsidized imports from Thailand. 2



carbon steel pipes and tubes from Thailand and Venezuela which are alleged to
be sold in the United States at LTFV,

In the process of instituting these investigations, Commerce advised the
petitioner that the welded carbon steel pipe and tube products covered by the
petitions represented two distinct classes or kinds of products, standard pipe
and line pipe. Subsequently, on March 14, 1985, the petitions involving
imports from Thailand were withdrawn as they relate to line pipe because there
is no known production in Thailand of line pipe to American Petroleum
Institute (API) specifications. On the same date, the antidumping petition
involving imports from Venezuela was withdrawn as it relates to standard pipe
because the Commission, on February 1, 1985, had made an affirmative
preliminary determination with respect to imports of that product from
Venezuela and Commerce was in the process of conducting its antidumping
investigation.
| Notice of the institution of the Commission's investigations and of a
public conference to be held in connection therewith was given by posfing
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of March 18, 1985 (50 FR 10866). The conference was held in
Washington, DC, on March 22, 1985, and all persons who requested the
opportunity to appear in person or by counsel.were given the opportunity to do
so. The Commission's determinations in these investigations were made in an

open "Government in the Sunshine” meeting held on April 8, 1985.






VIEWS OF THE COMMISSION

In these three preliminary investigations, we have determined that:
(1) there is a reasonable indication that industries in the United States are
materially injured by reason of allegedly subsidized imports of welded carbon
steel standard and line pipes and tubes from Venezuela (Inv. No.
701-TA-242); 1z (2) there is a reasonable indication that an industry
in the United States is threatened with material injury by reason of imports
of welded carbon steel standard pipes and tubes from Thailand allegedly sold

3/ 4/

at less than fair value (LTFV) (Inv. No. 731-TA-252); and (3) there

is a reasonable indication that an industry in the United States is materially

1/ Chairwoman Stern determines that there is no reasonable indication that
industries in the United States are materially injured or threatened
with material injury by reason of allegedly subsidized imports of welded
carbon steel standard pipes and tubes from Venezuela.

2/ Vice Chairman Liebeler determines that there is no reasonable indication
that industries in the United States are materially injured or
threatened with material injury by reason of allegedly subsidized
imports of welded carbon steel standard pipes and tubes from Venezuela.
See separate views of Vice Chairman Liebeler.

3/ Based on a cumulative analysis, Chairwoman Stern determines that there
is a reasonable indication that an industry in the United States is
materially injured by reason of allegedly LTFV imports from Thailand and
does not reach the question of threat of material injury.

4/ Vice Chairman Liebeler determines that there is no reasonable indication
that an industry in the United States is materially injured or
threatened with material injury by reason of allegedly LTFV imports from
Thailand. See separate views of Vice Chairman Liebeler.



injured by reason of allegedly LTFV imports of welded carbon steel line pipes

and tubes from Venezuela (Inv. No. 731-TA-253). 2/

Like Products and the Domestic Industries
The term “industry" is defined in section 771(4)(A) of the Tariff Act of
1930 as being "the domestic producers as a whole of the like product.” &/
The term "like product” is defined in section 771(10) as being "a product
which is like, or in the absence of like, most similar in characteristics and
uses with the article subject to an investigation." L/
There are two imported products that are the subjects of the three
petitions in these investigations: standard and line circular welded carbon
steel pipes and tubes, 0.375 inch or more but not over 16.0 inches in outside

diameter, as follows:

(1) No. 701-TA-242, countervailing duty petition regarding
Venenzuela, both standard and line pipes and tubes;

(2) No. 731-TA-252, antidumping petition regarding Thailand,
standard pipes and tubes only; and

(3) No. 731-TA-253, antidumping petition regarding Venezuela,
line pipes and tubes only.

A

We have addressed the like product question regarding standard pipes and

tubes (standard pipe) and line pipes and tubes (line pipe) in prior

5/ Material retardation of the establishment of an industry in the United
States was not at issue in any of the three investigations and will not
be discussed further.

6/ 19 U.S.C. § 1677(4)(A).

1/ 19 U.S.C. § 1677(10).
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investigations. B/ In those investigations, the Commission recognized
distinctions between standard pipe and line pipe. 8/ Standard pipe is
manufactured to American Society of Testing and Materials (ASTM)
specifications and line pipe is manufactured to American Petroleum Institute
(API) specifications. 19/ Line pipe is made of higher grade steel and may
have a higher carbon and manganese content than is permissible for standard
pipe. Line pipe also requires additional testing. Wall thicknesses for
standard and line pipes, although similar in the smaller diameters, differ in
the larger diameters. 11/ Moreover, standard pipe (whether imported or
domestic) is generally used for low-pressure conveyance of water, steam, air,
or natural gas in plumbing, air-conditioning, automatic sprinkler and similar

systems. Line pipe is generally used for the transportation of gas, oil, or

8/ The Commission has conducted a series of investigations regarding
imports of welded carbon steel pipes and tubes in the recent past.
Certain Welded Carbon Steel Pipes and Tubes from the Republic of Korea,
Inv. No. 701-TA-168, USITC Pub. 1345 (1983); 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), aff'd, Certain
Welded Carbon Steel Pipes and Tubes from the Republic of Korea and
Taiwan, Invs. Nos. 731-TA-131, 132, and 138 (Final), USITC Pub. 1519
(1984); Certain Welded Carbon Steel Pipes and Tubes from Brazil and
Spain, Inv. Nos. 701-TA-220 (Preliminary), 731-TA-197 and 198
(Preliminary), USITC Pub 1569 (1984); Certain Welded Carbon Steel Pipes
and Tubes from Taiwan and Venezuela, Inv. Nos. 731-TA-211 and 212
(Preliminary), USITC Pub. 1639 (1985).

9/ E.g., Certain Welded Carbon Steel Pipes and Tubes from Taiwan and
Venezuela, supra, at 7.

10/ According to the petitions in these cases, standard pipe is generally
produced to ASTM specifications A-120, A-53, or A-135, and line pipe is

produced to API specifications API-SL or API-5X. E.g., petition in No.
731-TA-252 at 11.

11/ Report at A-8.



water in utility pipeline distribution systems. 12/

We conclude that
domestic line pipe is like imported line pipe and not like imported standard
pipe. We further conclude that domestic standard pipe is like imported
standard pipe and is not like imported line pipe.

Turning to the question of pipe diameter, we believe that differentiation
of either line or standard pipe by outside diameter is somewhat arbitrary.
While it may be true that in some instances a country may export standard or
line pipe above or below a certain diameter, this is not sufficient reason to
limit the like product to only those sizes in cases such as these. According
to American Iron & Steel Institute (AISI) information, there is no domestic
production of standard pipe above 16 inches outside diameter. 13/ It
appears that line pipe above 16 inches diameter generally has different uses
from smaller line pipe and is marketed in a different fashion. Thus, the like
products consist of all standard pipe and line pipe up to 16 inches outside
diameter.

We conclude, therefore, that there are two like products in this
inyestigation -- welded carbon steel line pipe and welded carbon steel
standard pipe of circular cross-section up to 16 inches outside diameter. We
further conclude that there are two domestic industries comprised,
respectively, of the domestic producers of welded carbon steel line pipe and

welded carbon steel standard pipe.

127/ 1Id. at A-6. See also Certain Welded Carbon Steel Pipes and Tubes from
the Republic of Korea, supra, at A-2-4.
13/ AISI Form 10-P.



The domestic industries are composed of the producers of the like
product. The domestic standard pipe and tube industry consists of 41 firms
producing only standard pipe and 7 firms that produce both standard and line
pipe. The domestic line pipe and tube industry consists of 4 firms that
produce only line pipe and tube and the same 7 firms that produce both the

standard pipe. 14/

14/ Petitioners have argued that if those firms that produce both line and
standard pipe are unable to provide separate data for standard and line
pipes, the Commission must, under 19 U.S.C. § 1677(4)(D), "view the
producers of standard and line pipe a single industry."” Petitioners'
preconference brief at 1. The argument is misplaced.

Even though we usually evaluate the industry consisting only of the
production of the like product, the "product line" provision (19 U.S.C.
§ 1677(4)(D)) permits us to examine a product line that includes the
like product when the like product has no separate identification in
terms of such criteria as production process or producer's profits.
Under product line, we must evaluate the narrowest range of products,
including the like product, for which information is available; we may
not use data for a product line that does not include the like product.
Accordingly, in the case of the line pipe industry and assuming that the
statutory criteria for use of "product line" are met, we may consider
information from those firms that produce only line pipe and from those
firms that produce both line and standard pipe, but not information from
those firms that produce only standard pipe.

In these investigations, we have considered each industry
separately. However, we also have considered data for the producers of
both line and standard pipe who were unable to separate their data when
such consideration provides additional insight into the condition of the
domestic industry.

Should any of these cases return for a final investigation, we
anticipate that the domestic producers who have been unable to allocate
their production and financial data between line pipe and standard pipe
within the limited time available for these preliminary investigations
will be able to do so, explaining the basis for the allocations, or have
persuasive reasons why such allocation is not possible.




Condition of the Domestic Standard Pipe Industry 12
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/

pipe

As noted above, the Commission has investigated the domestic standard

and line pipe industries in prior investigations. 16/ From the data

gathered in those investigations, the domestic line and standard pipe

industries demonstrated reasonable performance through 1981, but suffered

serious setbacks in 1982 in terms of almost all significant economic

indicators. Production, shipments, capacity utilization, employment, and

wages all decreased precipitously, and financial performance

deteriorated. 17/ We keep these facts in mind as we consider the data

gathered during the course of this investigation.

18/

Apparent domestic consumption of standard pipe increased 40 percent

during the period under investigation. 13/ Nevertheless, AISI data show

IS
~

lo—'
©
~

IH
O
~

Much of the information in these investigations regarding the condition
of the domestic industries and regarding the imports are confidential
and, therefore, can only be discussed in general terms.

See footnote 8, supra.

See Certain Welded Carbon Steel Pipes and Tubes from the Republic of
Korea, supra, at 6-8.

The period covered by these investigations includes calendar years 1982,
1983, and 1984, and January 1985.

Report at Table 2.

10
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that U.S. producers' shipments declined from 1982 through 1984. 20/

Production of standard pipe increased steadily, 21/ but capacity
utilization, although it increased from 1982 to 1984, remained at extremely
low levels.

Data on employment, wages, and hours show no significant trends in terms
of the number of production and related workers and their hours worked. The

number of workers declined by more than 6 percent from 1982 to 1983 and then

increased by less than 3 percent from 1983 to 1984. 22/

The financial performance of the domestic standard pipe and tube industry
deteriorated from 1982 to 1983 and then improved in 1984, surpassing the 1982

levels for net sales, gross profits, operating income, and cash flow from

operations. a3/ However, operating income as a percentage of net sales did

not reach a reasonably profitable level in 1984. Domestic prices, moreover,
have shown a steady, if irregular, downward trend. 28/

The end-of-period data show, notwithstanding the improvements

experienced, that the industry's performance remains weak. Moreover, it is

20/ Id. According to data supplied in response to our questionnaires,
domestic producers' shipments increased throughout the period of
investigation. Report at Table 4. The questionnaire data are not
inconsistent with the AISI data because Table 4 excludes the shipments
of several large producers, whose shipments decreased sharply during the
the period under investigation.

21/ Report at Table 3.

22/ Report at Table 6.

23/ Report at Tables 7 and 8.

24/ Report at Table 18.

11



-12 -

clear that there has been very significant growth in demand in the United
States market. However, the domestic industry has consistently lost market
share. Accordingly, we find that there is a reasonable indication that the

domestic industry is suffering from material injury.

Impact of the Allegedly Subsidized Standard Pipe Imports from Venezuela 25/

Imports of standard pipe from Venezuela rose significantly from 1982 to
1984, increasing approximately twelve-fold during the course of those three
years. 26/ Venezuelan standard pipe and tube, as a percentage of domestic
consumption has likewise increased rapidly during the period of this

investigation. 21/

Pricing information is available for one standard pipe product. 28/
The data show that the prices of the Venezuelan standard pipe imports have
been consistently below the prices for the domestic standard pipe. Margins of

'

underselling, evident in every quarter for which comparisons are possible, are

significant. 23/ This underselling occurred while prices for the domestic

product were generally declining.

25/ Petitioners have urged us to cumulate the imports from Venezuela subject
to these investigations with imports from Mexico, Spain, and Brazil.
However, as the investigations regarding imports from those countries
have been terminated by the withdrawal of the petitions, cumulation with
these imports is inappropriate.

26/ Report at Table 14.

27/ 14.

28/ Report at Table 18.

29/ 14.

12
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Accordingly, in investigation Nos. 701-TA-242, we find that there is 8
reasonable indication that the domestic standard pipe industry is materially
injured by reason of the alleged subsidized standard pipe imports from

Venezuela. 30/ 31/

Impact of the Allegedly LTFV Imports of Standard Pipe from Thailand

In the’consideration of the impact of imports from Thailand, petitioners
urge us to evaluate threat of material injury oh both national and regional
industry bases, with the regional industry consisting of States west of the

Rocky Mountains (California, Oregon, Washington, Idaho, Nevada, Utah, and

30/ Having found that there is a reasonable indication of material injury by
reason of the allegedly subsidized imports from Venezuela, we do not
need to consider whether there is a threat of material injury.

lw
~

Chairwoman Stern finds no reasonable indication of material injury or
threat of material injury by reason of allegedly subsidized Venezuelan
standard pipe. As mandated by the Tariff and Trade Act of 1984
amendments to the Tariff Act of 1930, she has considered the
appropriateness of a cumulative analysis of these imports with others
under investigation or subject to recent antidumping duty orders.
However, the most recent other countervailing duty (CVD) investigation
of this product resulted in the placing of a final order against imports
from Korea in February 1983. Imports from Korea since that date have
not benefitted in the U.S. marketplace from injurious subsidies.
Therefore, the requirement that imports be coincident in time if they
are to be cumulated has not been met. Cumulation is therefore
inappropriate. Chairwoman Stern does not believe that it is appropriate
to aggregate subject imports across statutes. The data on standard pipe
imports show very low levels of market penetration. There was only one
confirmed instance of a sale lost to the imported product and that sale
involved a very low quantity. Report at A-42. Moreover, there is no
threat of material injury because Venezuelan capacity utilization is at
high levels and there is nothing to suggest that production levels will
be further elevated to generate exports to the United States.

13
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Arizona). 32/ 33/ The information regarding the ports of entry for the

pending Thai shipments does not show the requisite concentration of imports
into the proposed region, thus failing to satisfy one of the three statutory
criteria for a regiénal industry. 34/ Therefore, we decline to conduct a
regional industry analysis in this case.

Imports of standard pipe and tube from Thailand first entered the United
States in 1984 with a total of 50 tons, constituting less than 0.05 percent of
the United States' market. 33/ Data obtained by the Commission on future
shipments indicate that it is highly likeiy that the quantity of imports from
Thailand for 1985 will increase significantly. 36/ Pricing data obtained

from the importer of Thai standard pipe show that prices of the presold

product that will enter in the next several months are below the current

lw
N
~

Amended petition at 34-38.

w
w
~

In this investigation, we have considered both material injury and
threat of material injury even though the petition does not claim that
material injury is currently present.

'w
»
~

In appropriate circumstances, the United States may be divided into two
or more markets and the producers within each such market may be treated
as if they were a separate industry. 19 U.S.C. § 1677(4)(C). The
statute establishes three criteria for a regional industry: (1) whether
the producers within the regional market sell all or almost all of their
production of the like product in that market; (2) whether the demand in
that market is not supplied, to any substantial degree, by producers of
the product located elsewhere in the United States; and (3) whether
there is a concentration of the allegedly dumped or subsidized imports
into the regional market. 1Id.; Rock Salt from Canada, Inv. No.
731-TA-239 (Preliminary), USITC Pub. No. 1658 at 5 (1985).

|w
~

Report at Table 14.

w
(<))
~

Report at A-26.

14



weighted average price charged by U.S. producers.
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a1/ Therefore, we find

that there is a reasonable indication that an industry in the United States is

threatened with material injury by reason of imports of allegedly LTFV

standard pipe from Thailand.

38/ 39/

37/ Memorandum to the Commission from Acting Director, Office of

lU
0o

‘w
O

Investigations, No. Inv-I-071 (April 5, 1985).

Chairwoman Stern finds that there is a reasonable indication of material
injury and does not reach the question of threat of material injury. 1In
reaching this determination, she has cumulated the imports from Thailand
with the recently investigated allegedly LTFV imports of standard pipe
from Venezuela. See Certain Welded Carbon Steel Pipes and Tubes from
Taiwan and Venezuela, supra. While the imports from Thailand are
miniscule, the 1984 act is clear that they must be considered for
cumulation. They are reasonably coincident with and present in the same
markets as the Venezuelan standard pipe on which she joined the
Commission in a preliminary affirmative determination in February 1985.
Thus, when the subject Thai imports -- however tiny their individual
significance -- are cumulated with those Venezuelan imports, an
affirmative preliminary determination is appropriate.

Commissioner Rohr notes that during the period of investigation there
were two shipments of Thai steel into the United States, of 11 and 39
tons, respectively, into two East Coast ports. The information which the
Commission has gathered suggests that it is unlikely that these two
shipments “competed" with other domestic or imported steel. 1In this
investigation, he has concluded that the information gathered establishes
a reasonable indication that imports of allegedly LTFV Thai steel are a
threat to a domestic industry, and he has decided to reserve the issue of
cumulation.

Commissioner Rohr also notes that this investigation poses several
issues of first impression for the Commission relating to imports to the
United States from non-traditional suppliers of particular articles. He
expects this aspect of the investigation to be fully considered by the
Commission if this investigation continues.
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Condition of the Domestic Line Pipe Industry 40/

Apparent consumption of line pipe decreased from 1982 to 1983, rebounding

41/

in 1984 to a level more than 22 percent above the 1982 level. u.s.

producers’' shipments, however, according to AISI data, declined in 1983 and

exceeded 1982 levels only slightly in 1984. A2/ Domestic production, for

firms that produced only line pipe, increased from 1982 to 1984. A3/

Capacity utilization levels likewise increased but remained unacceptably low
) 44/

even at the close of this period. —

The number of production and related workers, hours worked, wages paid,
and total compensation decreased sharply from 1982 to 1983 and then increased
45/
in 1984 to levels surpassing those of 1982. —

The financial performance of firms producing line pipe only is quite

similar to the performance of the standard pipe industry, with some

46/ As in the case of standard pipe, we conduct our analysis of the
condition of the domestic line pipe industry keeping in mind the serious
economic downturn suffered by this industry in 1982.

41/ Report at Table 2.

42/ 1d. sShipment data from our questionnaires show significant increases
from 1982 to 1984. These data, however, overstate the trends in
domestic shipments as Table 4 excludes the shipments of several large
producers, whose shipments decreased very sharply during the period
covered by the investigation, and also excludes data for U.S. firms that
may have ceased production in 1982 or 1983.

43/ Report at Table 3.

44/ Id. This is also true when the producers of both standard and line pipe
are considered along with the producers of line pipe only.

45/ Report at Table 6.
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improvement in 1984 when compared to prior years. As/ Gross profit and

operating income as a percentage of net sales remain at depressed
levels. AL/ Moreover, the prices received by domestic producers for line
pipe decreased irregularly from 1982 to 1984. 48/

As in the case of standard pipe, there has been improvement in some key
indicators from 1982 through 1984. However, those indicators still
demonstrate a reasonable indication of material injury. Moreover, when the

increase in apparent consumption is considered, it is clear that the domestic

industry has not enjoyed much of that growth and has steadily lost market

Impact of Allegedly Subsidized and LTFV Line Pipe Imports from
49/ 50/

Venezuela
The volume of imports of line pipe from Venezuela has increased

substantially throughout the period of this investigation, in both absolute

Report at Tables 7 and 9. Data for line pipe in these preliminary

46/
investigations represent less than 40 percent of domestic shipments.

47/ Report at Table 9.

48/ Report at Table 19.

49/ Allegedly LTFV imports from Venezuela are at issue in Inv. No.
731-TA-253 and allegedly subsidized imports are at issue in Inv. No.
701-TA-242. The same imports are at issue in both cases.

50/ 1In the case of line pipe imports from Venezuela, petitioners have urged

the Commission to cumulate the line pipe imports from Venezuela with
imports from Brazil, Mexico, and Spain. E.g., countervailing duty
petition on Venezuela at 30. As noted above, investigations regarding

imports from these countries were terminated when the petitions were
withdrawn and, thus, cumulation is not appropriate.

17
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share. Accordingly, we find that there is a reasonable indication that the

domestic industry is materially injured.and relative terms. The volume has

51/

increased from 2,599 tons in 1982 to 79,451 tons in 1984. As a

percentage of the domestic market, Venezuelan line pipe imports constituted

0.3 percent in 1982 and 7.5 percent in 1984. a2/

The Commission obtained usable net selling price data for one of the two
line pipe products specified in the questionnaires. In each of the periods
for which comparisons are available, the Venezuelan line pipe product
undersold domestic line pipe in each quarter for which data are available.
The margins of underselling are significant. 23/ Moreover, the U.S.
producers' weighted average prices show their lowest levels during those
quarters in which the Venezuela product is first significantly present in the
market, showing evidence of price depression. 34/

Accordingly, we determine that there is a reasonable indication that an
industry in the United States is materially injured by reason of the allegedly

LTFV and subsidized imports from Venezuela. 33/

51/ Report at Table 15.

52/ Report at Table 16.

53/ Report at Table 19.

54/ Report at Tables 16 and 19.

55/ Chairwoman Stern‘notes that her analysis of the effects of the allegedly

LTFV imports is made separately from that of the allegedly subsidized
imports. While the imports are one and the same, the alleged unfair
acts are not. In any final analysis, when final LTFV and subsidy
margins are available, a more detailed individual examination will be
made.

18



Separate Views
of Vice Chairman Liebeler

Both with regard to the countervailing duty petition concerning
standard pipe from Venezuela and the antidumping duty petition concerning
standard pipe from Thailand, I find no reasonable indication that
material injury to a domestic industry is caused or threatened by the
imports in question.1

The majority notes that there has been a sharp increase in
imported standard pipe from Venezuela over the last three years.
However, by 1984 imports reached a level of only 2.2% of domestic
consumption. The record does not reveal any characteristic of the
domestic market for standard pipe, such as highly inelastic supply and
demand curves, that suggest that a relatively small level of imports
could result in any material injury or threat of material injury. In the
absence of such factors, I presume that an import penetration ratio of
less than 2.5% is too small to support a finding of a reasonable
indication of material injury or threat thereof by reason of imports.2

There are two reasons for choosing a 2.5% de minimus threshold:

first, because it is small and, therefore, highly unlikely to have more

las there is an established domestic industry; "material
retardation" was not raised as an issue in these investigations
and will not be discussed further.

25ee Certain Carbon Steel Products From Czechoslovakia, East
Germany, Finland, Hungary, Norway, Poland, Romania, Sweden, and
Venezuela, Invs. Nos. 701-TA-225-234, 731-TA-213-217, 219,
21-26, and 228-235 (P), Views of Vice Chairman Liebeler at
50-52 for a discussion of this presumption.
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than an inconsequential or insubstantial adverse impact on the domestic
industry: and second, because such market share is very likely to signify
a competitive process and to reflect only dumping or subsidization in a
"technical" sense. Each of these justifications will be discussed in
turn.

Any time a foreign producer exports products to the United States,
it harms the domestic industry that competes in that market. An increase

in supply., ceteris paribus, must result in a lower price of the product

than would otherwise prevail. If a downward effect on price, accompanied
by a finding by the Department of Commerce of dumping or subsidy, and a
finding on the part of the Commission of material injury were all that
were required for an affirmative determination, there would be no need to
inquire further into the question of causation.

Congress has recognized that the mere presence of less than fair
value imports is not sufficient to establish causation.3 Thus, the
inquiry into causation must proceed. The Senate Finance
Committee instructed the Commission to search for a causal link:

While injury caused by unfair competition, such as
less-than-fair-value imports, does not require as strong a
causation link to imports as would be required in determining the
existence of injury under fair trade import relief laws, the
Commission must satisfy itself that, in light of all the
information presented, there is a sufficient causal link between

the less-than-fair-value imports and the requisite injury. The
determination of the ITC with respect to causation is, under

3u[T]he ITC will consider information which indicates that
harm is caused by factors other than the less-than-fair-value
imports." Report on the Trade Agreements Act of 1979, Senate
Finance Committee, S. Rep. No. 249, 96th Cong. lst Sess. 75
(1979).
20
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current law, and will be, under section 735, complex and

difficult, and is a matter for the judgment of the ITC.
This “complex and difficult" judgment begins with an examination of the
import penetration ratio. There must be some import penetration level
which is so insubstantial that it cannot result in material injury.

When the industry demand and supply curves have low elasticities,
a given import penetration will have a large impact on the domestic
industry. The more inelastic the demand and supply curves, the greater
will be the effect on price of a given change in imports. Two examples
are provided as illustration.

If the domestic market for standard pipe were like that depicted
in Figure I (below) there might be a material effect on the domestic

industry. A relatively small increase in supply from S to S1 may

result in a precipitous fall in price.

5
T
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on the other hand, in the more general case, where supply and
demand are somewhat more elastic, as in Figure II, a 2.5% import
penetration ratio even if all of it were a consequence of unfair trade,
cannot have a significant enough effect on price to result in material
injury or threat thereof. The shift in the curve from S to S1

results
in an inconsequential drop in price.

/50

]
Fig. 11
Therefore, in the absence of a showing that the supply and demand
curves in the domestic market are sufficiently inelastic, I presume that
a 2.5% import penetration ratio cannot result in material injury.
A second reason for using this de minimus threshold rests on the

legislative history on “technical dumping". Import penetration ratios of
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2.5% or less are more likely to represent technical dumping. 1In enacting
the unfair trade laws, Congress was not concerned with imports that were
simply priced at the level necessary to enable the producer to sell his

product.

(1) Technical dumping. The concept, underlying a number of
International Trade (Tariff) Commission determinations, is wholly
consistent with the basic philosophy and purpose of the
Antidumping Act. This Act is not a 'protectionist' statute
designed to bar or restrict U.S. imports; rather, it is a statute
designed to free U.S. imports from unfair price discrimination .
practices. As is explained below, this distinction is of
importance in the context of recent suggestions that the
Antidumping Act should not be applied to imports of articles in
short supply.

Conceptually, the Antidumping Act is not directed toward
forcing foreign suppliers to sell in the U.S. market at the same
prices that they sell at in their home markets. Rather, the Act
is primarily concerned with the situation in which the margin of
dumping contributes to underselling the U.S. product in the
domestic market, resulting in injury or likelihood of injury to a
domestic industry. Such injury may be manifested by such
indicators as suppression or depression of prices, loss of
customers, and penetration of the U.S. market. When clear
indication of injury, or likelihood of injury, exists there would
be reason for making an affirmative determination. The
Antidumping Act is designed to discourage and prevent foreign
suppliers from using unfair price discrimination practices to the
detriment of a United States industry.

On the other hand, the Antidumping Act does not proscribe
transactions which involve selling an imported product at a price
which is not lower than that needed to make the product
competitive in the U.S., market, even though the price of the
imported product is lower than its home market price. Such
so-called 'technical dumping' is not anti-competitive, hence, not
unfair; it is procompetitive in effect. The Commission has
recognized the concept of technical dumping and in a number of
cases has made a negative determination in the circumstances of
such dumping. It is to be noted that in the usual short supply
situation or inflationary period, imports--regardless of home
market price--would normally be sold to the domestic market at a
price no lower than the prevailing U.S. market price, thus
indicating that when dumping exists in such situations, it is
likely to be a case of technical dumping in which there is not
likely to be injury to a domestic industry. In other words?
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importers as prudent businessmen dealing fairly would be
interested in maximizing profits by selling at prices as high as
the U.S. market would bear. But if there is a margin of dumping
in a tight supply situation, it may be due to technical reasons,
which would not be injurious to domestic industries.

Congress was not concerned with dumping per se. Rather, Congress
focused on plans by "foreign suppliers [to use] unfair price
discriminative practices to the detriment of a United States
industry".6

The pricing policy of an importer may be either pro-competitive or
anti-competitive. A rational and profit maximizing importer/competitor
will price its product as high as the market will bear, unless there is
some possibility of gain to be derived by predatory behavior. Two
possibilities exist: first, the importer is pricing his product and
seeking sales as part of an effort to meet competition, in the sense that
hé is seeking to sell at the highest price possible in the expectation
that if ever he sells at too high a price, there will be a plethora of
other suppliers available to take his place. Second, the importer could
attempt to price his product below the market price, and thereby drive
his competitors out of the market and gain some measure of monopoly

power.

SReport on the Trade Reform Act of 1974, Senate Finance
Committee, S. Rep. No. 1298, 93rd Cong. 24 Sess. at 179 (1979)
(emphasis added). Because of the virtually identical language
and history of Countervailing and Antidumping Duty Provisions
of the Tariff Act of 1930, 19 U.S.C. Sections 1671 1673 (1982)
respectively, logic compels me to extend the reasoning embodied
in this "technical dumping" analysis to subsidy cases.

6
1d. 24
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Congress recognized that importers are normally interested in
maximizing their return. The Commission must use its best judgment to
determine whether this profit maximization is part of a pattern of
anticompetitive "unfair" price discrimination or subsidization, or
alternatively, an imperfect reflection of the normal competitive
process. Congress did not intend that the Commission examine the data
before it in a spirit of naivete. Rather, the Commission must cull from
the mass of data that information necessary to answer the question of
whether any dumping or subsidization is merely "technical", or whether it
is unfair price discrimination.

In a typical case the Commission is confronted with a factual
melange from which it must discern an underlying story that explains the
facts. The staff report contains information on: (1) the financial
condition of the domestic industry; (2) the prices of the domestic and
imported products; and (3) the volume and market share of the imported
product.

How much reliability should we attach to the data? Volume and
relative market share are the most reliable data. They are generated by
third parties and easily verified. Profit data is self-generated by the
parties and is frequently provided on a pfoduct—specific basis requiring
subjective cost allocatioﬁs. Such data is difficult to verify. Price
data is also provided by the parties and is usually not verified beyond
telephone confirmations.

Moreover, price data may reflect a variety of phenomena. First,
the suppliers may not be selling a homogeneous product. If the products

25
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are not identical, there is no reason to suppose that they should sell at
an identical price.7 Second, because of: (a) a lack of homogeneity of
the product; (b) the fact that the contracts for sale are not concluded
on a public anonymous market; and (c) possible antitrust concerns,
suppliers may be unaware of the exact price at which other suppliers are
concluding contracts. Third, there may be inaccuracies in the data that
the Commission receives. Finally, there is at least the theoretical
possibility that a supplier, although selling a product identical to his
competitors, and fully aware of the market price of that product, is
attempting to undersell them in order to damage their businesses. Such
behavior is something akin to predatory pricing.

Determining the plausibility of each of these explanations is the

implicit task of the Commission in deciding the cases before it. At

7commission opinions have traditionally found technical
dumping only when no underselling has been found or, in cases
when underselling has been found, when such underselling has
been deemed “"commercially insignificant". In the situation
where the products under investigation are identical in every
characteristic, this analysis would be correct. Seldom, if
ever, will the Commission be dealing with such a product
market. Even when dealing with products such as wheat, a
hcemogeneous product by most standards, one might find that
imports were underselling (overselling) the domestic product if
certain characteristics of the product not inherent to the
product, i.e., certainty of delivery, risk of loss, were worse
(better) than those offered by domestic producers. Thus, the
price "needed to make the product competitive in the U.S.
market" could be lower or higher than the price charged by
domestic producers. Commission decisions that have neglected
to consider the impact on prices of characteristics which are
often the source of intense negotiation and expensive
litigation risked under or overstating price differentials.
(Footnote continued to page 27) 26
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first blush it might seem that the question whether the importer is
simply trying to meet the competition or, alternatively is seeking to
underprice the competition, could best be resolved by examining price
data.8 However, there is no plausible way to separate and distinguish
the possible explanations on the basis of the price data we receive. As
explained above, it is of necessity unreliable and incomplete. There is
fortunately an alternative way of approaching the question.

An assertion of unfair price competition in the form of dumping or
subsidization should be accompanied by a factual record which can support
such a conclusion. Foreign firms and governments exporting to the United
States should be presumed to be rational. Actions which they take should
be presumed to be in their self-interest. Therefore, if the factual
setting in which the LTFV or subsidized sales take place do not support
any rational self-serving goal to be served by predatory pricing, it is
reasonable to conclude that such sales must be credited to one of the
three benign explanations, and injury to the industry should not be
treated as being “"by reason of" such imports.

In most cases, predatory pricing by a competitor would be

irrational. An examination of the wheat farming industry illustrates

(Footnote continued from page 26)

Further, when dealing with heterogenous products, the problems
with straightforward price comparisons are compounded
inordinately for obvious reasons.

81n analyzing predation, price data is primarily relevant
because of its relationship to marginal cost. Because of the
unavailability of marginal cost data, price data alone is not
meaningful. 27
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this point. One of the reasons that it would be irrational for a wheat
producer to undersell the market and thereby drive out his competition is
that he could never hope to grow large enough to ever raise his price
above the market price by dint of his now greater market power.

Similarly in the various markets which we examine, it is reasonable to
conclude that unless a foreign firm has a fairly large market share, it
cannot hope that by charging less than the market price it can drive out
competitors and thereby gain the requisite market power to charge gg;g
than the competitive equilibrium price. I have chosen a conservative
market share of less than 2.5 at a preliminary proceeding as inconsistent
with even the most optimistic rational expectation of gaining an
advantage by selling at less than the market price.

It has been suggested that the Commission does not have the power
to adopt a rebuttable de minimus standard. I believe this to be
incorrect. Congress chose not to determine cases itself. 1Instead, it
delegated this power to the Commission. Congress' mandate provides very
broad discretion to the Commission. Aside from guidance about weighing
causes, technical dumping, and cumulation,9 Ccongress has not

specifically instructed the Commission on how it is to conduct its

9Congress' attention to the cumulation issue in its recent

revision of the statute gives further support to the use of a

de minimus standard. Congress' mandating cumulation in certain

cases demonstrated a sensitivity to the issue of import

penetration. It was precisely because Congress was aware that
certain levels of imports were insufficient to satisfy the

causation standard that Congress required a summation of

imports across nations in certain cases. -

28



investigations and decide the cases before it. The use of a de minimus
standard is common in the law, and although it was not specifically-
mandated by Congress, neither was it precluded by our enabling statute or
legislative history. Congress may be presumed to have left the use of
such administrative tools to the discretion of the Commission.

In adopting this de minimus threshold, 1 am aware that Congress
indicated that no absolute volume of imports should be considered
dispositive of the issue of whether there has been material injury or
threat by reason of imports.lo The 2.5% threshold is not based on the
absolute volume of imports, but rather on relative market share.

The import penetration ratio of line pipe from Venezuela was 2.2%
in 1984 and, therefore, fails to satisfy the de minimus standard.ll

The imports from Thailand were less than 0.05% in 1984. I am
compelled to cumulate these imports with those from Venezuela, which is
concurrently under investigation in an antidumping case.lz The

cumulated import penetration ratio is still less than 2.3% of domestic

consumption. For the same reasons discussed above, this level of imports

101t is expected in its investigation that the Commission

will continue to focus on the conditions of trade, competition,
and development regarding the industry concerned. For one
industry, an apparently small volume of imports may have a
significant impact on the market; for another, the same import
volume might not be significant. §S. Rep. No. 249, 96th Cong.,
lst Sess. 88 (1979).

llThere is nothing in the record to suggest that the demand
and supply for line pipe is highly inelastic. Such factors
would rebut the presumption.

125¢e supra note 2. -
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will not support a finding of a reasonable indication of material injury
or threat thereof in the standard pipe antidumping case against

Thailand. Had these imports from Thailand and Venezuela not entered the
American market at subsidized and less than fair market value prices, the

domestic industry would not be materially better off than it is now.
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INFORMATLON OBTAINED IN THE INVESTIGATIONS
Introduction

On February 28, 1985, petitions were filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by counsel for the
Committee on Pipe & Tube Imports 1/ alleging that an industry in the United
States is materially injured and threatened with material injury by reason of
imports of certain welded carbon steel pipes and tubes 2/ that are being
subsidized by the Governments of Thailand and Venezuela and that are also
being sold in the United States at less than fair value (LTFV). On March 12,
1985, counsel amended the petitions to state, among other things, that the
petitions were filed by the Standard Pipe Subcommittee 3/ and the Line Pipe
Subcommittee 4/ of the Committee on Pipe and Tube Imports, and by each of the
individual manufacturers that are members of those subcommittees. Accordingly,
effective February 28, 1985, the Commission instituted investigation No.
701-TA-242 (Preliminary), under section 703 of the Tariff Act of 1930 (the
Act), 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 imports from Venezuela of certain welded carbon steel
pipes and tubes that are allegedly subsidized by the Government of

1/ The 25 member producers of the CPTL are Allied Tube and Conduit Corp.,
American Tube Co., Inc., Bernard Epps & Co., Bock Industries of Elkhart, IN,
Bull Moose Tube Co., Central Steel Tube Co., Century Tube Corp., Copperweld
Tubing Group, Hughes Steel & Tube, Kaiser Steel Corp., LaClede Steel Co.,
Maruichi American Corp., Maverick Tube Corp., Merchant Metals, Inc., Phoenix
Steel Gorp., Pittsburgh Tube Co., Quanex Corp., Sawhill Division of Cyclops
Corp., Sharon Tube Co., Southwestern Pipe, Inc., Tex-Tube division of Cyclops
Corp., UNR-Leavitt, Welded Tube Co. of America, Western Tube & Conduit, and
Wheatland Tube Corp.

2/ For purposes of these investigations the term certain welded carbon steel
pipes and tubes refers to welded carbon steel pipes and tubes of circular
cross section, over 0,375 inch but not over 16 inches in outside diameter,
provided for in Tariff Schedules of the United States Annotated (TSUSA) items
610.3208, 610.3209, 610.3231, 610.3234, 610.3241, 610.3242, 610.3243,
610.3252, 610.3254, 610.3256, 610.3258, and 610.4925 (TSUSA items 610.3208,
610.3209, 610.3231, 610.3232, 610.3241, 610.3244, and 610.3247 prior to
Apr. 1, 1984).

3/ The 10 members of the Standard Pipe Subcommittee that are in support of
these petitions are Allied Tube & Conduit Corp., American Tube Co., Bull Moose
Tube Co., LaClede Steel Co., Merchant Metals, Inc., Pittsburgh Tube Co.,
Sawhill Division of Cyclops Corp., Sharon Tube Co., Southwestern Pipe, Inc.,
and Wheatland Tube Corp. The two members of the Standard Pipe Subcommittee
that are not in support of these petitions are Maruichi American Corp. and
Western Tube & Conduit.

4/ The four members of the Line Pipe Subcommittee that are in support of
these petitions are LaClede Steel Co., Sawhill Division of Cyclops Corp.,
Tex-Tube Division of Cyclops Corp., and Wheatland Tube Corp. Al
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Venezuela. 1/ The Commission also instituted, effective February 28, 1985,
investigations Nos. 731-TA-252 and 253 (Preliminary), under section 733(a) of
the act, to determine whether there is a reasonable indication that an
industry in the United States is materially injured or threatened with
material injury, or the establishment of an industry in the United States is
materially retarded by reason of imports of certain welded carbon steel pipes
and tubes from Thailand and Venezuela that are allegedly sold in the United
States at LTFV.

In the process of instituting these investigations, Commerce advised the
petitioner that the welded carbon steel pipe and tube products covered by the
petitions represented two distinct classes or kinds of products, standard pipe
and line pipe. Subsequently, on March 14, 1985, the petitions involving
imports from Thailand were withdrawn as they relate to line pipe, because
there is no known production in Thailand of line pipe to American Petroleum
Institute (API) specifications. On the same date, the antidumping petition
involving imports from Venezuela was withdrawn as it relates to standard pipe,
because the Commission, on February 1, 1985, had made an affirmative
preliminary determination with respect to imports of that product from

Venezuela, and Commerce was in the process of conducting its antidumping
investigation.

The statute directs the Commission to make its determinations within 45
days after receipt of petitions for preliminary countervailing duty and
antidumping investigations, or in these cases by April 15, 1985. Notice of
the institution of the Commission's investigations and of a conference 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, DC,
and by publishing the notice in the Federal Register of March 18, 1985
(50 F.R., 10866). 2/ The Commission held a public conference in
Washington, DC, on March 22, 1985, at which time all interested parties were
allowed to present information and data for consideration by the
Commission. 3/ The Commission's determinations in these investigations were
made in an open "Government in the Sunshine" meeting held on April 8, 1985.

Previous Commission Investigations

Several previous Commission investigations have dealt with some or all of
the pipes and tubes currently under investigation. 4/ Most recently, on
February 1, 1985, the Commission notified the Department of Commerce of its
preliminary determination in investigation No. 731-TA-211 that there is a
reasonable indication that an industry in the United States is materially
injured by reason of imports from Taiwan of light-walled rectangular welded

1/ Thailand is not a "Country under the Agreement," and therefore, the
Commission is not required to reach a determination with respect to injury
from allegedly subsidized imports. Consequently, the Commission did not
institute a countervailing duty investigation with respect to the allegedly
subsidized imports from Thailand.

2/ A copy of the Commission's Federal Register notice is presented in app. A.

3/ A list of witnesses who appeared at the public conference is presented in
app. B. AD

4/ See table, app. C.
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carbon steel pipes and tubes which are alleged to be sold in the United States
at LTFV. At the same time, the Commission also determined in investigation
No. 731-TA 212 that there is a reasonable indication that an industry in the
United States is materially injured by reason of imports from Venezuela of
standard welded carbon steel pipes and tubes 1/ and that there is no
reasonable indication that an industry is materially injured or threatened
with material injury by reason of imports from Venezuela of welded carbon
steel line pipes and tubes that are alleged to be sold in the United States at
LTKFV. 2/

Oon August 22, 1984, the Commission made a preliminary determination in
investigation No. 701-TA 220 (Preliminary) that there was a reasonable
indication that an industry in the United States was materially injured by
reason of allegedly subsidized imports of small circular and light-walled
rectangular pipes and tubes from Spain. 3/ 1In addition, in investigations
Nos. 731-TA-197 and 198 (Preliminary), the Commission found that there was a
reasonable indication that an industry in the United States was materially
injured by reason of imports from Spain of small circular and light-walled
rectangular pipes and tubes allegedly sold at LTFV, and by reason of imports
from Brazil of small circular pipes and tubes allegedly sold at LTKV. 4/
However, the pipes and tubes in the present investigation involving Venezuela
cover a wider range of circular pipes and tubes than was included in the
investigations involving Spain and Brazil.

On June 12, 1984, the Gommission found in investigation No. TA-201-51 on
carbon and certain alloy steel products that, under section 201 of the Trade
Act of 1974, the domestic steel pipe and tube industry was experiencing
serious injury. However, the Commission determined that imports of certain
steel pipes and tubes were not being imported into the United States in such
increased quantities as to be a substantial cause of serious injury, or threat
thereof, to the domestic industry producing articles like or directly
competitive with the imported articles. 5/ The steel pipes and tubes that
were the subject of the section 201 investigation included the welded carbon
steel pipes and tubes that are the subject of the instant investigations, as
well as other pipes and tubes that are not the subject of these investigations.

1/ Chairwoman Stern determined that there is a reasonable indication that an
industry in the United States is materially injured or threatened with
material injury by reason of the subject imports.

2/ Commissioners Eckes and Lodwick dissented. Certain Welded Carbon Steel
Pipes and Tubes From Taiwan and Venezuela: Determination of the Commission in
investipations Nos. 731-TA-211 and 212 (Preliminary). . ., USITC Publication
1639, February 1985.

3/ The final Commission investigation on these products was instituted on
October 17, 1984, and terminated on February 4, 1985, subsequent to the
withdrawal of the petition.

4/ Certain Welded Carbon Steel Pipes and Tubes from Brazil and Spain:
Determinations of the Commission in Investigations Nos. 701-TA-220 and
731-TA-197 and 198 (Preliminary). . ., USITC Publication 1569, August 1984.
The final Commission investigations on these products were instituted on
Jan. 29, 1985, and terminated on Feb. 4, 1985 (Spain) and Mar. 20, 1985
(Brazil), subsequent to the withdrawal of the petitions.

5/ Carbon and Certain Alloy Steel Products: Report to the President on
Investigation No. TA-201-51. . . , USITC Publication 1553, July 1984.
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On April 17, 1984, the Commission determined in investigations Nos.
731-TA- 131 and 132 (Final) that an industry in the United States was
materially injured by reason of imports from the Republic of Korea (Korea) and
Taiwan of small circular pipes and tubes that had been found by Commerce to be
sold in the United States at LTFV. 1In addition, on the same date, the
Commission determined in investigation No. 731-TA-138 (Final) that an industry
in the United States was materially injured by reason of LTFV imports of
light-walled rectangular pipes and tubes from Korea. 1/ The present

investigations cover other circular pipes and tubes, as well as those covered
in these previous investigations.

On February 8, 1983, the Commission determined that an industry in the
United States was materially injured by reason of imports of certain welded
carbon steel pipes and tubes that were found by Commerce to be subsidized by
the Government of Korea. That investigation covered certain circular pipes
and tubes (including APl line pipe) up to 16 inches in outside diameter, which
includes most of the circular pipes and tubes in the current investigations. 2/

Nature and Extent of the Alleged Subsidies

The petition alleges that CA Conduven (Conduven), the principal producer
and exporter in Venezuela of welded carbon steel pipes and tubes, has
benefited directly and indirectly from a number of domestic and export
subsidies through a program that provides discounts ranging from 15 to 40
percent of the regular domestic price if the steel they purchase from SIDOR,
the State-owned, allegedly heavily subsidized, integrated producer, is
processed into products for export. 3/

The petition further alleges that there are at least three sources of
below-market-rate loans available to Conduven and that, by special agreement
with the Government, Conduven is allowed to convert its dollar export earnings
at a free market exchange rate (currently 14 bolivars per dollar), which
provides an incentive to export. 4/ According to the petition, the official
exchange rate is 4.3 bolivars per dollar. 5/ Also, according to the petition,
preferential export financing is available from the Fondo De Financiamiento de
las Exportacinoes (Finexpo) to Conduven through the Banco Industrial de
Venezuela. The loans are for a period of up to 1 year at the preferential rate

1/ Certain Welded Carbon Steel Pipes and Tubes from the Republic of Korea
and Taiwan: Determinations of the Commission in Investigations Nos.
731-TA-131, 132, and 138 (Final). . ., USITC Publication 1519, April 1984.

2/ Certain Welded Carbon Steel Pipes and Tubes from the Republic of Korea:
Determination of the Commission in Investigation No. 701-TA-168 (Final) . . .,
USITC Publication 1345, February 1983.

3/ A number of domestic subsidies are alleged to have been received by
SIDOR, including preferential Government credit, Government equity infusions,
import duty reductions, tax incentives, input subsidies, and regional
incentives.

4/ Petition for countervailing duties in the matter of certain welded carbon
steel pipe and tube products from Venezuela, p. 20.

5/ Ibid, p. 21.
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of 5 percent plus bank charges, with a commercial bank required to match
the Finexpo financing.

Nature and Extent of the Alleged Sales at LTFV

For Thailand, petitioners were unable to obtain home market sales prices
for the pipes and tubes covered by the petition. Petitioners believe that the
Thai exporters are importing steel sheet and coil from Japan and possibly from
Brazil or other countries. Petitioners obtained information on export prices
of steel sheet and coil from Japan and, on the basis of U.S. non integrated
producers' cost of production adjusted for wage rates in Thailand, estimated
the cost of processing raw materials into finished pipe products. Petitioner
selected three products as a basis for fair-value comparisons of imports of
standard pipes, which, according to the petition, show that the standard pipes
from Thailand are offered in the United States at prices 21.1 to 40.7 percent
below the cost of production. 1/ : '

In order to determine the U.S. purchase price of the pipe and tube
products from Venezuela, petitioners used import statistics as reported by the
U.S. Department of Gommerce for October 1984. The alleged dumping margins as
determined by the petitioners are based on an average home market price to
account for the range of sizes. As a result, the actual home-market prices
may vary from product to product. 2/ The petition alleges that comparisons of
U.S. prices to Venezuelan home market prices show dumping margins of 65.5
percent for APL line pipe up to 4-1/2 inches in outside diameter and 77.2
percent for line pipe up to 16 inches in diameter. 3/

The Products

Description and uses

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 in a few standard sizes, whereas tubes
are made to customers' specifications regarding dimension, finish, chemical
composition, and mechanical properties. Pipes are normally used as conduits
for liquids or gases, whereas tubes are generally used for load- bearing or
mechanical purposes. Nevertheless, there is apparently no clear line of
demarcation in many cases between pipes and tubes.

Steecl pipes and tubes can be divided into two general categories
according to the method of manufacture -welded or seamless. Each category can
be further subdivided by grades of steel: carbon, heat-resisting, stainless,
or other alloy. This method of distinguishing between steel pipe and tube

1/ Antidumping petition in the matter of certain welded carbon steel pipe
and tube products from Thailand, p. 19.

2/ Antidumping petition in the matter of certain welded carbon steel pipe
and tube products from Venezuela, p. 15.

3/ 1bid, p. 16. AS
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product lines is one of several methods used by the industry. Pipes and tubes
typically come in circular, square, or rectangular cross section.

The American Iron & Steel Institute (AISI) distinguishes among the
varlous types of pipes and tubes according to six end uses: standard pipe,

line pipe, structural pipe and tubing, mechanical tubing, pressure tubing, and
0il country tubular goods. 1/

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 API. 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 products that are the subject of these
investigations are the following circular welded carbon steel pipes and tubes -

over 0.375 inch but not over 16 inches in outside diameter, which are known in
the industry as standard and line pipes and tubes:

(1) Standard pipes and tubes 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. They may also be used
for light load-bearing or mechanical applications, such as
for fence tubing. These steel pipes and tubes may carry
fluids at elevated temperatures and pressures but may not
be subjected to the application of external heat. They
are most commonly produced to ASTM specifications A-120,
A-53, and A-135.

(2) Line pipes and tubes are used for the transportation
of gas, 0il, or water, generally in pipeline or utility
distribution systems. They are most commonly produced to
AP1 specification SL.

Manufacturing processes

Welded steel pipes and tubes are made by forming flat-rolled steel into a
tubular configuration and welding it along the joint axis. There are various
ways to weld pipes and tubes: the most popular are the electric resistance
weld (ERW), the continuous weld (butt weld) (CW), the submerged-arc weld, and
the spiral weld. Submerged-arc weld and spirzl weld are normally used to
produce pipes and tubes of relatively large diameter. The circular pipes and
tubes now under investigation are generally produced either by the ERW or CW

1/ For a full description of these items, see Certain Welded Carbon Steel
Pipes and Tubes from the Republic of Korea: Determination of the Commission
in Investigation No. 701-TA-168 (Final) . . ., USITC Publication 1345,
February 1983.
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processes. 1/ All pipes and tubes are formed and welded in a cylindrical
configuration. Immediately after welding, the product may be reduced in

diameter by rolling or stretch reducing or may be further formed into squares,
rectangles, or other shapes by using forming rolls.

In the ERW process, skelp 2/ is cold-formed by tapered rolls into a
cylinder. 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.

In the CW process, skelp is heated to approximately 2,600° F and
hot-formed into a cylinder. The heat, in combination with the pressure of the
rolls, forms the weld. Continuous-weld mills generally produce the higher
volume, standardized pipe products from 0.375 through 4.5 inches in outside
diameter.

The advantage of the CW process lies in its ability to produce pipe at
speeds up to 1,200 feet per minute compared with the ERW process maximum of
approximately 110 feet per minute. Thus, economies associated with
high-volume production may make CW pipe cheaper to produce than ERW pipe of
the same grade and specification. 3/ The CW process is especially suited for
the manufacture of standardized, high-volume, small-diameter pi<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>