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UNITED STATES INTERNATIONAL TRADE COHHISSION
Washington, DC

Investigation No. 701-TA-221 (Final)

CERTAIN CAST-IRON PIPE FITTINGS FROM BRAZIL

Determinations

On the basis of fhe record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 703(a) of the Tariff Act of 1930
(19 U.s.C. § 1671b(a)), that an industry in the United States is not
" materially injured or threatened.with material injury, and that the
establishment of an industry in the United States is not materially retarded,
by reason of imports from Brazil of nonalloy, nonmalleable cast-iron pipe
fittings, g) other than for cast-iron soil pipe, provided for in items 610.62
and 610.65 of the Tariff Schedules of the United States (TSUS), which are

subsidized by the Government of Brazil.
The Commission further determines that an industry in the United States

is not materially injured or threatened with material injury, and that the
establishment of an industry in th? United States is not materially retarded,
by reason of imports from Brazil of nonalloy, malleable cast-iron pipe
fittings, 3/ provided for in TSUS items 610.70 and 610.74, which are

subsidized by the Government of Brazil. 4/

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/ In accordance with an amendment to the petition for this investigation
filed on Oct. 5, 1984, only nonmalleable pipe fittings that fall within
standard and heavy-duty pressure ratings (125'and 250 pounds per square inch,
respectively) are included within the scope of the investigation.

3/ In accordance with an amendment to the petition for this investigation
filed on Oct. 5, 1984, only malleable pipe fittings that fall within standard
and heavy-duty pressure ratings (150 and 300 pounds per square inch,
respectively) are included within the scope of the investigation.

4/ Commissioner Eckes determines that an industry in the United States is
materially injured by reason of imports of such merchandise.



Background

The Commission instituted this investigation effective December 19, 1984,
followipé a'prelimina:j de;ermination by_Commerce that certain benefits which
constitute subsidies within the meaning‘of the countervailing duty law are
being.providéd to manufacturers, producers, or exporters in Brazil of certain
cast-iron pipe fittings. ‘

Notice of the institution of the Commission's investigation and of a
public hearing to be held in connection therewith was given by posting copies
of the notiée in the office of the Secretary, U.S. Ihternational frade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of January 16, 1985 (50 FR 2349). The hearing was held in

Washington, DC, on March 18..1985. and ali persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION
We have determined that there is no material injury or threat thereof to
domestic industries by reason of imports of malleable or nonmalleable
cast-iron pife fittings which are subsidized by the government of Brazil. 1/
Our negative determinations aréAbased on the lack of a causal nexus between
the conditions of the domestic industries and the subsidizgd imports from

Brazil. 2/

Description of the domestic industry
The domestic industry in a countervailing duty investigation is defined

in section 771(4)(A) as the domestic producers of the product which is like
that being imported.

[T]lhe term 'industry' means the domestic producers as a

whole of a like product, or those producers whose

collective output of the like product constitutes a major

proportion of the total domestic productlon of that

product. 3/
The term "like product” is defined in section 771(10) as:

[A] product which is like, or in the absence of like, most

" 'similar in characteristics and uses with the article
subject to an investigation . . . . 4/

1/ Commissioner Eckes determined that the domestic industry producing
malleable cast-iron pipe fittings is materially injured by reason of such
imports from Brazil. He also determined that the industry producing
nonmalleable cast-iron pipe fittings is experiencing material injury, but not
by reason of imports from Brazil. He joins the Commission majority in their
definition of the like products and domestic industries in this investigation,
but has submitted separate views on material injury and causation for both
malleable and nonmalleable cast-iron pipe fittings.

2/ Since this is an established domestic industry, "material retardation”
was not raised as an issue in this investigation and will not be discussed
further.

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).



The imported products in this investigation are malleable and
nonmalleable cast-iron pipe fittings from Brazil. 5/ There are domestically
produced products which correspond to each of the imported products.

In its preliminary investigation, the Commission determined that there
were two like producté: malleable cast-iron pipe fittings and nonmalleable
cast—iron pipe fittings. That determination was based on the differences in
the manufacturing processes, composiiions, and end uses of the twﬁ products.
The additional information develbped in this final investigation confirms this
conclusion. 6/ We, therefore, determine that there are two like products,
malleable and nonmalleable cast-iron pipe fittings. Thus, there are two
domestic industries: producers of malleable cast-iron pipe fittings and

"producers of nonmalleable cast-iron pipe fittings. 17/

Condition of the domestic industries 8/

In this investigation the Commission considered information concerning
the condition of the domestic industries covering the period from 1982 to
1984. Among the factors we considered were production, capacity, shipments,

employment, productivity, and profits. Although there has been some

5/ Report of the Commission (Report) at A-3.

6/ Id.

1/ Kuhns, Inc. (Kuhns), the sole domestic purchaser of the imported
fittings, is a producer of nonmalleable fittings. Petitioners have urged that
Kuhns should be excluded from the domestic industry. Domestic producers of a
like product are included in the domestic industry unless the producer is an
importer of record or related to the importer of record, 19 U.S.C. §
1677(4)(B), in which case the Commission has the discretion to exclude that
producer from its consideration of the domestic industry. Since Kuhns is
neither an importer of record nor related to the importer, we have included
Kuhns' domestic production of nonmalleable fittings as part of the domestic
industry. '

8/ Much of the information available on this subject is business
confidential. Thus, we must limit our discussion to general trends and public
information.
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improvement in the economic indicators of the performance of these industries,

they are not profitable and are experiencing material injury. 9/

Malleable cast-iron pipe fittings

The domestic industry generally experienced low operating rates and
minimal profitability during 1982-84. Domestic production of malleable
cast-iron pipe fittings declined from 1982 to 1983. 10/ However, domestic
production increased in 1984 to slightly above the 1982 level. 11/ U.S.
producers' domestic sﬁipments of malleable cast-iron pipe fittings followed a
similar trend, decreasing by approximately 10 percent from 1982 to 1983, and
then rebounding in 1984 almost to the 1982 level. 12/ Domestic inventories
declined steadily over the period of investigation. 13/

Domestic capacity for producing malleable fittings remained constant
during the period of investigation. Capacity utilization decreased by a
little over 3 percent from 1982 to 1983, and then increased in 1984 to above
the 1982 level. 14/

Employment of workers producihg malleable cast-iron pipe fittings
decreased by 14 percent from 1982 to 1983, and then increased by 8 percent in
1984. Average hourly compensation increased steadily by 21 percent over the
period of investigation. 15/ Productivity of workers increased by 8 percent

from 1982 to 1983, but then decreased by over 5 percent from 1983 to 1984. 16/

9/ Chairwoman Stern does not believe it necessary or desirable to make a
determination on the question of material injury separate from the
consideration of causality. She joins her eolleagues by concluding that the
domestic industry is experiencing economic problems.

10/ Report at A-11.
11/ 1d.

12/ Id. at A-12.
13/ 1d.

14/ Id. at A-11.
15/ Id. at A-13.
16/ Id.



The financial ' experience of malleable cast-iron pipe fittings producers
does not appear to reflect the recovery from the 1983 downturn that is seen in
the production and employment indicators. Net sales increased 11 percent over
1983 1evéls, but remained 4 percent below those of 1982. 17/ Over the same
period the cost-of.goods sold ihcreased 16 percent over 1983 levels and was
5 percent higﬁer in 1984 than in 1982. 18/ As a result, §.§; producers'
operating pr;fits for'malleable‘fittings decreased from 1982 to 1983 and

changed to a loss in 1984. 19/

e e res e e S

The conditions of the domestic nonmalleable cast-iron pipe fittings
industry were somewhat similar to the conditions of the malleable cast-iron
pipe fittings industry. Domestic production of nonmalleable fittings
decreased by approximately 10 percent from 1982 to 1983, and then increased in
1984 slightly above the 1983 level. 20/ U.S. producers' domestic shipments
declined by approximately 10 percent from 1982 to 1983. In 1984, however,
domestip shipmerits increased to above the 1982 level. Domestic inventories of
nonmaliegb}e fittings dec;ined substantially over the period of investigation.

- Domestic capacity for nonmalleable fittings increased slightly from 1982
to 1983, but remained stable from 1983 to 1984. 21/ Capacity utilization,‘
however, fell by less than 10 percent from 1982 to 1983, and then increased

slightly in 1984, 22/

17/ Id. at A-14.
18/ Id. at A-16.
19/ Id. '
20/ Id. at A-11.
21/ Id.

22/ 1d.



Employment related to the production of nonmalleable fittings decreased
from 1982 to 1983, and then slightly increased in 1984, but remained below the
1982 level. 23/ Average hourly compensation increased over the entire period
of the igvestigation. 24/ Productivity of workers fell during the entire
period of the‘inveétigation bybélmost 10 percent. 25/

Net sales decreased by 15 percent from 1982 to 1983 and then increased by
12 petcent ig 1984. 26/ Operating income relative to nonmalleable fittings
steadily declined over the entire period of the investigation. As operating
income decliped, the cost of goods sold declined by 7 percent from 1982 to
1983, and then substantially increased in 1984 by alﬁost 8 percent above the
1982 level. 27/ As a result, domestic producers suffered losses in 1983 and

1984. 28/

No material injury by reason of subsidized imports

Under section 705(b) of the Tariff Act of 1930, as amended, the
Commission is required to determine whether an-industry in the United States
is mate;ially injured or threatened with material. injury by reason‘of imports
of merchapgise with respect to which the Department of Commerce has determined
that subsidies are granted. 29/ In reaching its decisibn as to whether
material injury is by reason of the imports under investigation, the
Commission must consider, among other factors, the volume of imports, the

effect of imports on prices in the United States for the like product, and the

23/ 1d. at A-13. ’
24/ 1d. '

25/ 1d.

26/ Id. at A-17.

27/ 14.

28/ 1d. :

29/ 19 U.S.C. § 1671(b)(1).
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impact of such imports on the relevant domestic industry. Congress has also
instructed the Commission to consider factors indicating that the injury is
not by reason of the subject imports. 30/ The legislative history of the act
is clear; the Commission must satisfy itself that there is a sufficient causal
link between the subsidized imports and the requisite injury. 31/ On the
basis of the data developed in this investigation, we conclude that imports of
malleablé and nonmalleable cast—iron pipe fittings from Brazii are not causing

material injury to the correspoﬂding domestic industries.

Malleable cast-iron pipe fittings

Our consideration of the factors and conditions of trade in the malleable
cast-iron pipe fittings industry leads us to the conclusion that imports of
malleable cast-iron pipe fittings have not caused material injury to the
domestic industry.

Imports first enteredrthe U.S. in more than a sporadic and minimal
fashion in the second‘half of 1983. Further, by yearend 1983 a significant
portion of impo;ts were still in Hisgributor inventories. 1In the peak year of
1984, imports grew only to 1.7 percent of apparent consumption. 32/ Their
impact on the market was even less considering substantial quantities of 1984
imports which were held in stocks by‘the distributor of the Brazilian fittings.

Although imports of malleable fittings from Brazil increased over the

period of investigation, such imports captured only a small percentage of the

e e

domestic industry, the ITC will take into account evidence presented to it
which demonstrates that the harm attributed by the petitioner to the
subsidized or dumped imports is attributable to such other factors."™ H.R.
Rep. No. 317, 96th Cong., 1lst Sess. 47 (1979).

31/ S. Rep. No. 249, 96th Cong., 1lst Sess. 58 (1979).

32/ Report at A-27.



U.S. market. Further, apparent U.S. consumption was also increasing by
épproximately 10 percent. 33/ During 1984, the only time when any appreciable
importing occurred, apparent consumption rose by over 10,000 tons, or by
17 percent. Domestic producers' shipments of malleable fittings in 1984
remained slightly below the 1982 level. 34/ However, imports of malleable
pipe fittings from countries other than Brazil satisfied the majority of the
increase in U.S. consumption. 35/ Imports from Brazil were minimal relative
to these other imports, comprisihg only 6 percent of imports in 1984. 36/

Although the data indicate that the import penetration ratios over the
period of investigation increased, as noted, a substantial portion of
Brazilian malleable fittings remained in the inventories of the sole
distributor of the imported fittings, Kuhns. 37/ The import penetration
ratios do not take into4account the fact that significant numbers of imported
Brazilian fitéings have not yet entered into the marketplace. In order to
avoid double counting the effect of the imports on the domestic industry, we
have considered the market penétration ratios in conjunction with these
inventories. Taking this factor into account, it appears that the effect of
the volume of Brazilian imports is substantially smaller than would be the
case if the inventories were not considered. We also recognize, however, that
the inventories of Kuhns may have a deleterious effect on the domestic
industry. We have considered the possible effect of such inventories in our
discussion on threat.

Another significant factor in our determination is the insignificant

effect the Brazilian fittings had on domestic prices. Domestic prices were

33/ Id. at A-7.
34/ Id. at A-12.
35/ Id. at A-27.
36/ 1d.

37/ Id. at A-21.
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essentially flat from mid-1982-1984. Thus, prices had been stable for some
time when substantial volumes of Brazilian imports first entered the market,
and did not change following their entry. In fact, prices increased
fractionélly between the time when initial price comparisons were possible in
mid-1983 and yeareﬁd 1984. §§/A‘Horeover, unit values of malleable fittings
imported from‘somé countries other than Brazil were consistently lower than
unit values 6f the corresponding Brazilian imports. 39/ Thesé factors have
led us to determine that imports of malleable fittings from Brazil were
inéignificant in depressing or suppressing the prices of malleable cast-iron
pipe fittings. In view of the minimal volumes and tﬁe absence of'any
indication of an effect on prices, we find no causal link between the injury
to the domestic industry producing malleable pipe fittings and the imports

from Brazil.

Nonmalleable cast-iron pipe fittings

A significant factof in our negative determination in regard to imports
of nonmalleable fittings from_Brazil is that such imports first entered in
Novembéri1983, and were concentrated in November 1983-February 1984. Import
levels haQe been immaterial for several months. Further, most indicators of
the condition of the domestic nonmalleable industry showed an overall
improvement frém 1983 to 1984.

Imports from Brazil first entered in November of 1983. 40/ The volume of
imports of nonmalleable fittings from Brazil was 1,052 short tons in 1983, and

then decreased to 972 short tons in 1984, a decrease of approximately

38/ Id. at A-32-33.
39/ Id. at A-24.
40/ Id. at A-23.

10
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8 percent. 41/ At the same time, imports from other countries were
significantly increasing. In fact, imports from countries otﬁer than Brazil
increased by over 70 percent from 1983 to 1984. And, from 1982 to 1984, such
importSt;Imost doﬁbled in quantity. 42/

The impopt'peﬁetration ratios of nonmalleable fittings from Brazil
decreased by approximately 40 percent. from 1983 to 1984. gg/ During the same
time period, the import penetration of nonmalleable fiﬁtings imported from
countries other than Brazil increased by almost 50 percent over the 1983
level. 44/ Moreover, while imports from Brazil were decreasing, qpparcnt
consumption was increasing 45/ and import penetrations of fittings from
countries other than Brazil were increasing. 46/ Based on this data, imports
from Brazil are not causing material inju;y to the domestic producers of
nonmalleable pipe fittings.

An additional factor which contributed to our determination is that
significant amounts of the Brazilian nopmaileabie fittings are in the
inventories of the sole distributor of the Braéilian fittings. 47/ When the
impoft‘pénetration ratios for each year are adjus£ed accordingly, as discussed
in detail for the malleable pipe fittings, the ratios are even smaller.

The nonmalleable pfice data indicate that for both products the Brazilian
nonmalleable fittings sold at significantly higher prices than the domestic
product du;ing at least one quérter. Although the price information also

indicates some margins of underselling, such margins are relatively small.

v

at A-25.

41/ 1d.
_4_2_/ L‘_!

43/ Id. at A-27.
44/ 1d. .

45/ Id. at A-7.
46/ Id. at A-27.
47/ Id. at A-21.

11
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Moreover, domestic prices for one of the nonmalleable products increased over
the period of the investigation. 48/.

Also indicative of the absence of any causal link between imports from
Brazil and the status of the domestic industry is the fact that the condition
of the domestic induséry improved from 1983 to 1984 in all aspects, except
profitability. Further, this decline in profitability appears to be
attributable to declining labor prbductivity and a substantial~increase~in

cost of goods sold from 1983 to.1984. 49/

In order to conclude that subsidized imports constitute a threat of
material injury to the domestic industry or industries, the Commission must
find that the threat is real and imminent, and not based on a mere possibility

that injury might occur at some remote future date. 50/

Malleable cast-iron pipe fittings

The volume of Brazilian iﬁpopts of malleable fittings only slightly
increased over the period of investigation, and the market penetration ratios
remained low. When this increase is considered with the inventories of the
sole distributor, as previously discussed, such increase is even less
significant. 51/ Given the increase in domestic consumption and the

improvement in the overall condition of the domestic industry from 1983 to

-3

48/ Id. at A-30-31.
49/ Id. at A-13, A-1l6.

50/ S. Rep. No. 249, 96th Cong., 1lst Sess. 89 (1979).

51/ We recognize that Kuhns has a significant portion of imports still in
inventory. However, Kuhns' stocks are minimal compared to the level of the
domestic industry and we do not consider these inventories to be of such an
amount as to support a finding of threat. Moreover, respondents have stated
that the inventory of Kuhns is misleading because Kuhns does not have a

complete product line in inventory.

E-J
~

12
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1984, it is not likely that the Brazilian imports will cause injury to the
domestic industry. These factors have.contributed to our negative
determination.

There is little likelihood that the Brazilian manufacturer of malleable
fittings, Fundicao Tuﬁy S.A. (Tupy), can either increase production or change
its production to increase exports to the United States. Capacity utilization
in Brazil is at nearly 100 percent. 52/

Tupy operates several cast-iron foundries which are not dedicated to the
production of cast-iron pipe fittings. It is unlikely, however, that they can
divert this production to the production of cast-iron pipe fittings. The
differences in the size of the production equipment make such diversion
commercially and economically unrealistic. 53/ An additional factor leading
us to conclude that Tup& cannot increase its exports to the United States is
that Tupy is committed to supply Western Europe, portions of the Middle East,
and Brazil with fittings. Long-term supply contracts between Tupy and the
previously mentioned countries.represent significant portions of Tupy's
capacity. We, therefore, concludekthat imports of malleable cast-iron pipe
fittings do not constitute a threat of material injury to the domestic

industry.

Nonmalleable cast-iron pipe fittings

In regard to the volume of imports of nonmalleable fittings, imports

decreased from 1983 to 1984, the only period of imports. Also, market

penetration decreased and was extremely low. 54/ Additionally, Kuhns'

!U‘I

2/ Report at A-9.
3/ Transcript of the hearing at 76.
/ Report at A-27.

215

13
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invéntories of nonmalleable fittings in 1984 represent a significant portion
of the total imports for 1984. 55/ 1In the presence of this decrease, we
conclude that imports of nonmalleable fittings are not threatening the
domestic¢ industry. 56/

Viewing the pfice data on.ﬁonmalleable fittings, we conclude that
Brazilian imports of nonmalleable fittings are not likely to gither suppress
or depress the domestic prices. ;In some cases, Brazilian fittings were sold
at higher prices than the domestic.fittings. 57/ Although there are
subétantial inventories of Brazilian fittings relative to sales, ghe quantity
of sucﬁ stocké is still minimal relative to domestic inventories. We do not
consider these inQentoriqs to constitute threat of material injury.
Additionally,.tﬁg dat# indicate that the ﬁnit values of the Brazilian fittings
were not the lowesf of the imported fittings. 58/

In regard to the capacity of Tupy and its ability to shift productxon,
the reasoning we used in regard to the production of malleable fittings
app11es with equal force to the nonmalleable fittings. Based on the above
factors, we have concluded that imports of nonmalleable cast-iron pipe

fittings from Brazil do not constitute threat to the domestic indﬁstry.

55/ Id. at A-21.

56/ Although Kuhns has significant inventories of nonmalleable fittings,
these inventories represent a relatively small number of total fittings
in the marketplace and do not consist of a complete product line.

57/ Report at A-30-31.

58/ Id. at A-25.

14
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VIEWS OF COMMISSIONER ECKES

The domestic industries producing malleable and
nonmalleable cast-iron piperfittings are both exéeriencing
material injury in my view. However, only in the case of
malleablé pipe fittings do Ivfind a sufficient causal link
between such injury and imports from Brazil.

This investigation is ﬁnusual in several respects. First,
a member of the domestic industry'for nonmalleable pipe
fittings (Kuhns) is virtually the only purchaser from the
importer (TUPY Ameriéén Foundry Corporation) qf both products
froﬁ Brazilg It purchaées these products fo:‘resale.. Second,
because éhis producer/distributor, Kﬁhns; at one time pu;chased
for resale certain;quéntities of both products from a major
domestic manufacturer, the impdrts from‘Brazil can be seen to
compete with the domestic products both’in sales fo Kuhﬁs and
in sales to distributors, retailers, and end-users. This
complicates Commission analysis of import penetration ratios,
inventories, pricing, and iost sales. 1 wili comment on my

consideration of each of these factors below.

Condition Of The Industries Y

"Malleable cast-iron pipe fittings -- U.S. consumption of

malleable pipe fittings decreased by 6 percent between. 1982 and
1983, bﬁt then increaséd 17 percent, considerébly above 1982
levels, in 1984. Domestic production declined 7 percent
between 1982 and 1983, but récovered to a level in 1984 only 15

slightly over that for 1982. Domestic shipments, which also
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declined in 1983, did not quite reach 1982 levels in 1984,
despite the substantial increase in demand. Domestic market
share fell over 7 percentage points in the 1982-1984 period.

Capacity and$capacity utilization remained about the same
during the three years under investigation. The number of
workefs employed in producfng malleable pipe fittings fell by
14 percent from 1982 to i983. and rose about 8 percent in 1984.

Net sales of malleable pipe fittings dropped over 13
percent between 1982 and 1983, and then rosé in 1984 to a level
still 4.percent below the 1982 level. The aggregate gross
income of the indqstry fell 29 percent between 1982 and 1983,
and then an additional 10 percent in 1984. Cash flow from
operations dropped from over $10 million in 1982 to $1.6
million in 1984. A positive aggregate net income attaihed in
1982 shrank to a loss in 1983 -- a loss that more than tripled
in 1984. The ratio of operating income to net sales fell from
8.2 percent in 1982 to a negative 0.4 percent in 1984.

The cost of goods sold rose substantially during the period
as a percentage of net sales. However the increase in the
ratio to net sales is not surprising in that such expenditures
reflect the production rate (slightly over 1982 levels in 1984)
and the higher input cost levels for 1984, while net sales in
1984, as already noted, were below the level attained in 1982.

Despite the fact that improving economic conditions in the
United States created increasing demand for malleable pipe

fittings, the domestic industry is not sharing in the growth of

16
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the market. Its market share has decreased and its financial
condition continues to deteriorate. It is clear that the
industry experienced material injury during the period of
investigation. ‘

Nonmalleable cast-iron pipe fittings -- The data for the

nonmalleable pipe fitting industry is similar to that for the
malleable in many respects. As some of this data for
nonmalleable is confidential, it must be discussed in general
terms. |

COnéumption of the product in the United States decreased
between 1982 and 1983 and then increased well above 1982 levels
in 1984. Domestic prdduction however, after falling in 1983,
did not return to 1982 levels in 1984. Domestic shipments
recovered in 1984 to slightly over 1982 levels. For this
product also, U.S. producers experienced a steady loss of
market share.

Capacity increased during the period of investigation, but
capacity utilization decreased by a higher margin. Employment
dropped by 12 percent between 1982 and 1983, and then increased
only 6 percent in 1984.

Net sales fell almost 15 percent between 1982 and 1983, and
then rose in 1984 to a level more than 4 percent below that for
1982. A positive aggregate net income was realized in 1982,
whereas net losses were sustained in 1983 and 1984. The.ratio,
of operating income to net sales decreased sharply from a 10
percent level in 1982 to 2.7 percent in 1983, and continued

down to an unhealthy 0.7 percent in 1984. 17
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There is little doubt that this is an industry that has
experienced material injury. The question then becomes whether

subsidized imports ffomABrazil were a cause of that injury.

Material. Injury By Reason Of Subsidized Imports

Malleable cast-iron pipe fittings -- In determining whether

material injury is by reason of imports from Brazil, the
Commission is instructed by the Tariff Act of 1930, as amended,
to consider the volume of imports, the effect of imports on
prices in the U.S. market for the product, and the effect the
imports have on the domestic industry.
Imports of malleable pipe fittings from Brazil grew from

263 short tons in 1982 to 1,637 short tons in 1984. The share
of the U.S..market(claimed by imports from Brazil climbed from
only 0.4 percent in 1982, to 1.2 percent in 1983, and 1.7
percéht in 1984.1/ The sharp upward trend in market share is
given ﬁore emphasis in my consideration of causality than the
specific size of the share attained by 1984.

The‘Coﬁmission obtained pricing information on two types of
malleable cast-iron pipe fittings for the second half of 1983

and all of 1984. 1In all quarters examined, imports from Brazil

e - t— T - o — o, M v o e e M e M e M o o S G e e B M e T e G e e M e o ey e M e G M N - — - ——

1/ In calculating the import-to-consumption ratios for
malleable and nonmalleable pipe fittings, I follow the’
Commission report in basing those measures on imports of TUPY.
Adjusting the ratios to reflect Kuhns' inventories would imply
that Kuhns is the importer rather than a distributor who has
chosen to buy imported stock. The record does not support that
thesis.

18
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significantly undersold the domestic product. The import
prices obtained by the Commission staff for these comparisons
werQ'Kuhns' prices to distributors. based on the assumption
that this is where the imports competed with the domestic
product. However, if Kuhns itself were viewed as a market for
imports from TUPY (Kuhns does not produce malleable pipe
fittings and must source them elsewhere for resale),
measurement of prices would be based on TUPY's prices to

: Kuhns.g/ Presumably those‘prices would be lower than Kuhns'
prices to its customers, producing even larger margins of
underselling by imports from Brazil.

Domestic prices remained about the same over the 1982-1984
"period, although, as previously mentioned, domestic producers'
costs increased substantially by 1984. Demand rose
significantly in 1984, which nbrmally would permit price
increases to cover higher costs. 1In this market however, where
pressure from lower priced imports was growing, price increases
were not possible and losses were experienced.

Commission investigators confirmed several reports of sales
lost to imports from Brazil. One of those involved Kuhns as a

previoﬁs and potential purchaser of malleable pipe fittings

2/ The Commission report considers Kuhns a customer rather than
an importer when calculating market penetration and
inventories. For pricing, however, measurement was taken at
one step removed from the importer, TUPY.
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from another domestic producer; but the others treated Kuhns as
the source of competing imports. 1In all instances, the sales
were lost to imports from Brazil on the basis of price.

Imports from Brazil are not the only imports affecting the
domestic market for malleable pipe fittings. The market share
for imports from other countries is substantial aﬂd has grown
during the period of invéstigation. However, an industry that
must contend with import competition from several sources is
all the more vulnerable to injury from a néw‘and increasing}y
potent source of unfair competition.

'The domestic industry's profitability deteriorated during
the period of invéstigation, and it lost market share as the
share for imports from Brazil increased. There is unmistakable
evidence of underselling by the Brazilian imports, and
indications of domestic p;ice subpression and lost sales on the
basis of price. Therefore, 1 find that the domestic industry
producing malleable cast-iron pipe fittings is experiencing
material injury by reason of subéidized imports from Brazil.

Bonmalleable cast-iron pipe fittings -- Imports of

nonmalleable pipe fittings from Brazil followed a different
‘trend from those of malleable fittings. They did not enter the
U.S. market until 1983, when they totaled 1,052 short tons. 1In
1984, imports decreased to 972 short tons, a reduction of 8
percent. The ratio of imports from Brazil to domestic
consumption reached an initial-year level of 2.7 percent in

1983, and then decreased to 1.6 percent in 1984.

20
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The Commission staff obtained pricing information for two
types of nonmalleable pipe fittings. The result did not yield
the clear picture of underselling by imports from Brazil found
for malleable pipe fittings. 1Indeed for one of the items (the
item accounting for the greater sales volume), there was
overselling by the imports in every quarter but the last
quarter of 1984; and in that quarter, the underselling was by a
very small margin. For the second item, there was some
underselling but in only three of the five quarters reported
was this sizable, and there was one quarter in which Brazilian
imports oversold the domestic product

’If TUPY's priées to Kuhns rather than Kuhns' prices to
distributors had been obtained, there might be more evidence of
underselling. However, the degree of change would be much less
than that for malleable pipe fittings, as Kuhns produces some
of the nonmalleable fittiﬁés it sells. 1In any event, there is
evidence that imports from Brazil did not have a depressing or
suppressing effect on domestic prices. During the period in
which these imports were in the U.S. market, domestic prices
rose for both items examined.

There were only two confirmed lost sales to imports from
Brazil, one of which represents a lack of continued sales by a
domestic producer to Kuhns. Since Kuhns now is a producer of
nonmalleable pipe fittings, it is unlikely that it would
continue to purchase that product from another domestic

producer.
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1 have found that the domestic industry producing
nonmalleable pipe fittings is experiencing material injury,
However, considering the downward import trend in 1984, the
lapk of clgar'évidenée of underselling by the imported product,
the absence of any price suppression or depression linked to
imports from Brazil, andzlitﬁle evidence of lost éales,vl
cannot link the injury of the industry to imports from that
source. Therefore I find that the domestic industy producing
nonmalleable éast—iron pipe fittings is not experienéing

material injury by reason of subsidized imports from Brazil.
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INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

On September 18, 1984, the U.S. International Trade Commission and the
U.S. Department of Commerce received petitions filed by counsel on behalf of
the Cast Iron P1pe Flttlngs Committee, 1/ alleging that an industry in the
United States,is materially injured, or is threatened with material injury, by
reason of imports from Brazil and India of nonalloy cast-iron pipe and tube
fittings other than for cast-iron soil pipe, provided for in items 610.62,
610.65, 610.70, and 610,74 of the Tariff Schedules of the United States
(TSUS) , upon which bounties or grants are alleged to be paid. The petitioners
further alleged the existence of "critical circumstances" as defined in
section 703(e)(1l) of the Tariff Act of 1930 with respect to imports of the
subject merchandise from Brazil. Accordingly, the Commission instituted
preliminary countervailing duty investigations under section 703(a) of 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 the importation of such merchandise.

Oon October 5, 1984, the Commission received a letter from counsel for the
petitioners withdrawing the petition relating to imports of the subject
merchandise from India. Accordingly, on October 9, 1984, the Commission
discontinued the investigation on India (investigation No. 701-TA-222
(Preliminary)). The notice of withdrawal of the petition was published in the
Federal Register of October 17, 1984 (49 FR 40676). On the same date, counsel
for the petitioners filed an amendment to the petition, modifying the product
description to include only malleable and nonmalleable cast-iron pipe fittings
that fall within the standard and heavy-duty pressure classes (see discussion
in the description and uses section of this report).

On October 9, 1984, the Department of Commerce initiated a countervailing
duty investigation to determine whether producers or exporters of the subject
merchandise in Brazil receive benefits that constitute subsidies within the
countervailing duty law.

On November 2, 1984, the Commission preliminarily determined that there
was a reasonable indication that an industry in the United States was
materially injured, or threatened with material injury, 2/ by reason of
imports from Brazil of nonalloy, nonmalleable cast-iron pipe fittings, of
standard pressure rating (125 pounds per square inch (psi)) and of heavy-duty
pressure rating (250 psi), other than for cast-iron soil pipe, provided for in

v

1/ The five member producers of this committee are Stanley G. Flagg & Co.,
Inc., ITT-Grinnell Corp., Stockham Valves & Fittings Co., U-Brand Corp., and
Ward Foundry Division of Clevepak Corp.

2/ Chairwoman Stern and Commissioner Lodwick determined that there was a
reasonable indication of material injury.
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TSUS items 610.62 and 610,65, which were alleged to be subsidized by the
Government of Brazil. 1/

The Commission also determined that there was a reasonable indication
that an industry in the United States was materially injured, or threatened
with material injury, 2/ by reason of imports from Brazil of nonalloy,
malleable cast-iron pipe fittings, of standard pressure rating (150 psi) and
of heavy-duty pressure rating (300 psi), provided for in TSUS items 610.70 and
610.74, which were alleged to be subsidized by the Government of Brazil,

On December 19, 1984, the Department of Commerce published notice in the
Federal Register (49 FR 49319) of its preliminary determination that certain
benefits which constitute subsidies within the meaning of the Tariff Act of
1930 are being provided to manufacturers, producers, or exporters in Brazil of
certain cast-iron pipe fittings. Commerce also preliminarily determined that
“critical circumstances” do not exist with respect to these products,

Accordingly, the Commission instituted investigation No. 701-TA-221
(Final) effective on December 19, 1984, to determine whether an industry in
the United States is materially injured or 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 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, DC, and by publishing the notice
in the Federal Register of January 16, 1985 (50 FR 2349). 3/

Oon March 5, 1985, the Department of Commerce made its final determination
that certain benefits which constitute subsidies within the meaning of section
701 of the Tariff Act of 1930 are being provided to manufacturers, producers,
or exporters in Brazil of certain cast-iron pipe fittings. 4/ Commerce also
determined that "critical circumstances” do not exist with respect to these
products. Therefore, as directed by the statute, the Commission must render
its final determination concerning injury in this case before the 45th day
after the day on which it received notification from Commerce of its
affirmative final determination.

In connection with the Commission's investigation, a public hearing was
held in Washington, DC, on March 18, 1985. 2/ The briefing and vote was held
on April 8, 1985. The Commission established an administrative deadline of

April 17, 1985, for issuing its final determination; the statutory deadline is
.April 18, 1985,

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

2/ Chairwoman Stern determined that there was a reasonable indication of
threat of material injury., Commissioner Lodwick determined that there was a
reasonable indication of material injury.

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

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

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



A-3

Previous Commission Investigations

On April 13, 1977, the Commission instituted an investigation (No.
TA-201-26) under section 20l of the Trade Act of 1974 concerning malleable
cast-iron pipe and tube fittings, provided for in TSUS items 610.70, 610.71,
and 610.74, in response to a petition filed by the American Pipe Fittings
Association, On September 19, 1977, the Commission reported to the President
its unanimous findindg that malleable cast-iron pipe and tube fittings were not
being imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industry producing like or directly competitive articles.

On January 7, 1980, the Department of Commerce advised the Commission
that a countervailing duty investigation had resulted in a preliminary
determination that the Government of Japan was providing benefits that might
constitute bounties or grants on the manufacture, production, or exportation
‘of certain malleable cast-iron pipe fittings; the bounties or grants were
estimated to be 0.6 percent ad valorem. Accordingly, effective January 1,
1980, the Commission instituted investigation No. 701-TA~9 (Final) under
section 703(a) of the Tariff Act of 1930 to determine whether an industry in
the United States was materially injured or threatened with material injury or
the establishment of an industry was materially retarded by reason of the
importation of these pipe fittings into the United States, On March 20, 1980,
the Commission terminated the investigation upon written request by counsel
for the petitioners (the American Pipe Fittings Association).

The Product

Description and uses

Malleable and nonmalleable cast-iron pipe and tube fittings serve to join
pipes in straight lines; to change, divert, divide, or direct the flow of
liquid, gas, or steam in piping systems; to provide access for cleaning and
branching in piping systems; and to reduce or increase the diameter of piping
systems,

Nonmalleable cast-iron fittings have little or no ductility and can be
broken with the blow of a hammer., These fittings will not stretch when a
piping system is assembled and consequently are not likely to leak. They are
usually available in inside diameters ranging from 1/4 inch to 6 inches.
Common varieties of nonmalleable pipe fittings include bends, branches, traps,
drains, and reducers. Although there are thousands of individual patterns for
such fittings, fewer than 50 basic patterns,account for the vast majority of
nonmalleable fittings manufactured. Nonmalleable cast-iron fittings are
produced to pressure ratings of 125 psi for the standard pressure class, which
accounts for approximately 99 percent of sales of nonmalleable fittings, and
of 250 psi for the heavy-duty pressure class, as established by the American
Society for Testing and Materials (ASTM) and the American National Standards
Institute (ANSI). Nonmalleable fittings are almost entirely used as pressure
pipe fittings for cast-iron pipes, although some are used with steel pipes.
The predominant use of nonmalleable cast-iron fittings is in sprinkler and
heating systems for commercial buildings.
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Malleable fittings can be machined and subjected to stress with less
likelihood of fracture than nonmalleable fittings. The major advantages of
malleable fittings are that they are lighter in weight and more ductile than
nonmalleable fittings. They are used where shock and vibration resistance is
required and where fittings are subject to quick temperature changes.
Malleable fittings are available in hundreds of configurations, the most
common being 90-degree elbows, tees, couplings, and unions. They are produced
in both black. (ungalvanized) and galvanized form. Malleable fittings are
commonly produced with inside diameters of 1/2 inch to 6 inches; other sizes
are available on special order. Malleable cast-iron fittings have a minimum
performance rating of 150 psi for the standard pressure class, which accounts
for approximately 93 percent of sales of malleable fittings, 1/ and 300 psi
for the heavy-duty pressure class, as rated by the ASTM and the ANSI. The
principal uses of malleable cast-iron fittings are in gas lines, piping
systems of oil refineries, and gas and water systems of buildings.

Manufacturing process

The manufacturing process for cast-iron pipe fittings begins with the
making of molten iron, usually in a cupola furnace. The raw materials for
both malleable and nonmalleable fittings are scrap steel, pig iron, and other
materials such as ferros111con, coke, and limestone, The molten-grey iron for
nonmalleable fittings has a somewhat higher content of carbon, silicon, and
-manganese (approximately 3,5 percent, 2.4 percent, and 0.6 percent,
respectively, of total weight) than the molten iron for malleable fittings
(approximately 2.5 percent, l.4 percent, and 0.4 percent, respectively, of
total wexght). 2/ Because of the differences in the chemical composltlon of
the molten iron, malleable and nonmalleable fittings are produced in separate
production runs unless two furnaces are available,

.-Sand-casting is the predominant method used in the making of malleable
and nonmalleable cast-iron pipe fittings. The casting process begins with the
mak1ng ‘of a pattern, which is of the same conflguratlon as the desired
 fitting., Molding sand is mixed with a binder and is spread around the pattern
in a mold, then rammed by a machine to compact the sand. The pattern is
withdrawn, leaving a cavity in which molded cores are inserted to form the
internal shape of the fitting., The two mold halves are put together and the
molten iron (either malleable or nonmalleable) is poured into the cavity, The
molds and cores are slightly different for malleable and nonmalleable fittings
because of the differences in mechanical properties i<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>