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UNITED STATES INTERNATIONAL TRADE COM“ISSION
Washington, DC

Investigation No. 731-TA-254 (Final)

HEAVY-WALLED RECTANGULAR WELDED CARBON STEEL PIPES
AND TUBES FROM CANADA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pur§uant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in the United States is not
materially injured or threatened with material injury, and the establishment
of an industry in the United States is not materially retarded, by reasbn of
imports from Canada of heavy-walled rectangular welded carbon steel pipes and
tubes, provided for in item 610.39 of the Tariff Schedules of the United
States, which have been found by the Department of Commerce to be sold in the

United States at less than fair value (LTFV).

The Commission instituted this investigation effective November 22, 1985,
following a final determination by the Department of Commerce that imports of
heavy-walled rectangular welded carbon steel pipes and tubes from Canada were
being sold at LTFV within the meaning of section 731 of the Act (19 U.S.C.

§ 1673). Notice of the institution of the Commission's investigation and of a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade

Commission, Washington, DC, and by publishing the notice in the Federal

Washington, DC, on January 10, 1986, and all persons who requested Lhe

opportunity were permitted to appear in person or by counsel.

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






VIEWS OF
CHAIRWOMAN PAULA STERN, VICE CHAIRMAN SUSAN LIEBELER,
AND COMMISSIONER ANNE BRUNSDALE

In this investigation,4Wé determine that an industry in
the United States is not matériélly'ihjured, or threatened
with material injury, and thét there is no material
retardation of the éstablishméﬁt.of-an indusfry in the United
'States, by reason of imports of heavy-wélled rectangular

12y
pipes and tubes from Canada. .

Our determination rests primarily on the lack of any
causal connection between the imports from Canada and the
condition of the domestic industry. In making our
determination‘we have relied on, among other factors, the
increases in U.S. production, domestic shipments, and capital

expenditures, declining import penetration, lack of price

effects, and the extremely low weighted average dumping

margin.
1/ = See Separate Views of’Coﬁmissiqners Lodwick and Rohr,
infra. :

2/ See Dissenting Views of Commissioner Eckes, infra.

~ "Commissionér Eckes concurs with the definition of the like

product and the domestic industry in this opinion.

3/ '"Material retardation of the establishment of an
industry is not an issue and is not discussed.



4/
The like product and the domestic industry

The imported product that is the subject of this
investigation is heavy-walled rectangular welded carbon steel
tubing (H-WR) having a wall thickness of 0.156 inch or
greater, in rectangles from 3 x 2 inches to 20 x 12 inches
and from 2 to 16 inch squares. We have investigated this
product on several pridr'occasions. Y In those
investigations we concluded that the like product consists of
domestically produced H-WR and the industry consists of the
domestic producers of H-WR. No new information has been

uncovered that suggests that we should change our definition

of the like product and the domestic industry and no party to

4/ The term "industry" is defined as "the domestic
producers as a whole of the like product, or those producers
whose collective output of the like product constitutes a
major proportion of the total domestic production of that
product." 19 U.S.C. 1677(4) (A). The term "like product" is
defined 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 . . . ." 19 U.S.C.
1677(10) .

5/ See, e.g., Certain Carbon Steel Plpes and Tubes from
the People's Republic of China, the Philippines, and
Singapore, Invs. No. 731-TA-292-296 (Preliminary), USITC Pub.
1796 (Dec..1985) (People's Republic of China, the
Philippines, and Singapore); Heavy-Walled Rectangular Welded
Carbon Steel Pipes and Tubes from Canada, Inv. No. 731-TA-254
(Preliminary), USITC Pub. 1691 (1985); Certain Welded Carbon
Steel Pipes and Tubes from the Republic of Korea and Taiwan,
Invs. No. 731-TA-131-132 (Preliminary), USITC Pub. 1389
(1983).



the investigation has suggested any such change. Therefore,
we adhere to our prior determinations of the like product and
the domestic industry.

(74
Condition of the industry

In order to determine whether there is material injury,
the Commission must consider, among other factors, trends in
production, capacity utilization, sales, market share,
employment, wages, and profitability of the domestic
industry. !

In recent investigations regarding this product, we found
that the condition of the domestic industry had improved from
its previously depressed level. In the current
investigation, we have more complete data and find that these
positive trends are continuing. Significant domestic
industry performance indicators--production, shipments,
sales, and employment--rose throughout the period of
investigation.

Domestic production increased from 289,502 tons in 1982

to 444,698 tons in 1984, and from 343,773 tons during

6/ Much of the information regarding the condition of the
domestic industry and the imports is confidential and,
therefore, can be discussed only in general terms.

7/ 19 U.S.C. 1677(7) (C) (iii).
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January-September 1984 to 372,202 tons during the

§/ .
corresponding period of 1985. When we annualize 1985

production figures (on a straight line basis) and compare the
result (496,269 tons) with 1982 data, domestic production
increased by more than 71 percent over the four year period.

Domestic producers' shipments increased from 300,469 tons
in 1982 to 438,151 tons in 1984, and from 338,862 tons in
January-September 1984 to 371,235 tons during the same period
of 1985. 4 Thus, when we annualize domestic shipment data
on a straight line basis and compare the result (494,980
tons) with 1982 shipments, domestic shipments increased by 65
percent during the four years.

Domestic producers increased their installed productive
capacity by more than 8 percent from 1982-84. e/ During
January-September 1985, domestic pfoductive capacity
decreased approximately 1 percent co@pared to the
corresponding period of 1984. 2/ Domestic productive
capacity utilization increased from 26.3 percent in 1982 to

12/
40.6 percent during the nine months of 1985.

Report of the Commission (Report) at Table 2.
Id at Table 1.

Id. at Table 2.

Id.

Bk e

_I__d-.



The number of production and related workers for H-WR

13/

increased throughout the period of investigation.
Wages paid, total compensation, and labor productivity all
increased, M/ and aside from a slight decline in 1983,
hours worked by producﬁion and related workers producing H-WR
likewise increased. Unit labor costs declined an annual
average 12 percent from 1982 to 1984 and an additional one
percent from January-September 1984 to January-September

15/ ;
1985.

The financial performance of the domestic industry
improved irregularly over the period of investigation. The
industry posted net operating losses of $11.6 million in
1982, but posted net operating income of $2 million during
January-September 1985. The ratio of net.operating income
(or loss) to net sales shifted froﬁ (9.1) percent in 1982 to
1.7 percent during January-Septemberllgas. The number of
firms reporting operating losses decreased by 40

1_6_/ .
percent.

The industry has increased its productive capacity over

the period of the investigation in spite of low capacity

Id. at Table 5.

Id. at Table 6.

G &k E

Id. at Table 7.



utilization. It has invested significant sums in capital

expenditures, especially machinery and equipment used to

17/

produce H-WR. Thus, the domestic industry does not
consider current levels of capacity utilization a bar to
modernization and is willing to incur costs to buy new
machinery, presumably because the producers expect to be able
to use that new machinéry profitably to lower costs and
18/

expand output.

Accordingly, the condition of the domestic industry has
improved significantly during the course of the

investigation. However, our negative determination rests

primarily on the following analysis of causal factors.

No material injury by reason of the LTFV heavy-walled
rectanqular imports

In determining whether there is material injury to the
domestic industry "by reason of" the imports subject to the
investigation, the Commission must consider, among other
factors, the volume of imports, the effect of the LTFV

imports on prices in the United States for the like product,

17/ Id. at Table 9.

18/ The costs associated with the purchase, installation,
and start-up of this new capacity may have contributed to
greater-than-normal costs and lower-than-normal profits
during the period of the investigation.



and the impact of such imports on the relevant domestic

19/
industry. In this investigation, we find that there is

no material injury by reason of the imports. This conclusion
rests principally on findings of: no significant increase in
import market share in anlexpanding market; no significant
impaét on prices; increases in U.S. production,‘domestic
shipments, and capital éxpenditures; and the extremely low
weighted az;;age dumping margin found by the Department of

Commerce.

21/
A. Imports from Canada

Imports from Canada, as a share of domestic consumption,

19/ 19 U.S.C. 1677(7(C).

20/ Vice Chairman Liebeler finds five factors to be
particularly helpful on the issue of causation. An
affirmative vote is more likely when the following conditions
are present: (1) a large and increasing market share; (2) a
high margin of dumping or subsidization; (3) homogeneous
products; (4) declining domestic prices, and (5) barriers to
entry. See Certain Red Raspberries from Canada, Inv. No.
731-TA-196 (Final), USITC Pub. 1680 at 11-19 (1985)
(Additional Views of Vice Chairman Liebeler). Four of these
factors are discussed directly in the body of this opinion.
She also notes that foreign supply elasticity is high as
evidenced by Japan's substantial imports to the U.S. market.
Given Japan's presence, it would not be rational for Canada
to price discriminate and attempt to injure the U.S. industry.

21/ We note that Commerce excluded from its final
affirmative determination H-WR imported by Acier Royalcor
Steel (Royalcor) because it found a de minimis weighted
average margin of dumping, 0.15 percent. However, the import
data we have obtained during this investigation includes the

' (Footnote continued on following page)
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22/
have declined during the period of this investigation.
Thus, although'Canadian imports have increased ébsolutely,
they have not taken market share from domestic producers.
Domestic consumption has increased rapidly from 445,085 tons
in 1982 to 701,555 tons in 1984 and from 539,506 tons during
January-September 1984 to 578,354 tons during
January-September 1985. 2/ Given the sharp increases in -

domestic consumption, the absolute volume of imports is not a

useful indicator of causation.

B. Prices an§ profits

In examining the price effects of the Canadian imports of
H-WR, we find that prices of the Canadian and the domestich
products have behaved similarly throughout the period of -
investigation, increasing and decreasing at about the same

time. Moreover, there is no overall pattern of underselling

(Footnote continued from preceding page)
H-WR imported by Royalcor. We do not have import information
that excludes Royalcor. Thus, the data overstate the
relevant import figures and likewise overstate import
penetration.

22/ Report at Table 12.
23/ Id. at Table 1.

10
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24/ 25/
by the Canadian product.

Recent increases in domestic production and shipments
have not led to significant increases in profitability.
Although operating income as a percent of sales improved
markedly after 1982, there has been little chanqe in this
profit measure since 1983. 28/ These results are explained
by the low levels of capacity utilization discussed above,

which suggest that substantial expansion in the demand for

domestic output would not have much effect on domestic prices

24/ Id. at Tables 13-16. Even though one imported item has
consistently undersold the domestic product in the service
center/distributors market, another imported product has
consistently oversold the domestic item in the end user
market. 1Id.

25/ Vice Chairman Liebeler and Commissioner Brunsdale
believe that evidence of underselling is ordinarily not
probative on the issue of causation.. They do not find the
particular data on underselling gathered by the Commission
useful. Chairwoman Stern believes that evidence of
underselling should be used only with caution.

In this case, we note that the relevant products are
not usually the same (i.e. homogeneous) for different
suppliers. Hence prices received by different suppliers are
expected to vary and price differences among firms can
persist over time. Thus, the observed price differences
~among firms are not helpful in analyzing causation. See
Memorandum from Director, Office of Economics, EC-J-010
(January 7, 1986), at 8-22.

Vice Chairman Liebeler's views are more fully set forth
in Certain Table Wine from the Federal Republic of Germany,
France, and Italy, Invs. No. 701-TA-258-60 and 731-TA-283-85
(Preliminary), USITC Pub. 1771 at 34-36 (1985) (Additional
Views of Vice Chairman Liebeler).

26/ Report at Table 7.

11
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27/ ‘

in the short run. Thus, even assuming that the total

volume of Canadian imports were to decline substantially and

assuming that the entire decline were captured by the

domestic producers, domestic capacity utilization would not

be raised sufficiently to have a significant effect on profit

margins in the industry.

C. Marketing considerations

The Commission received 26 specific lost sales
allegationsAfrom five U.S. producers, involving 21

28/ |
purchasers. Although the Commission confirmed that

price was one of several purchasing considerations by
domestic purchasers, a significant number of purchasers

emphasized reliability, delivery time, availability, and

27/ Based on the information obtained in this investigation
we believe that the domestic H-WR industry is competitive,
capital-intensive and that the short-run supply curve is
highly elastic in the relevant range. See testimony of Dr.
Leone, Transcript of the hearing (Tr.) at 71.

28/  We note that the presence or absence of confirmed lost
sales is rarely determinative or persuasive on the question
of a causal link between LTFV imports and material injury to
the domestic industry. Typically, an import that is sold at
less than fair value affects the domestic industry in the
same way regardless of whether it is a confirmed lost sale.
Although it might be appropriate to inquire whether a sale by
a respondent has been in lieu of sales by the domestic
industry or, alternatively, at the expense of imports from
other countries, Commission information on lost sales cannot
normally provide an answer to such a question because the
data are based on a small and biased sample.

12
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29/ ,
"service." Many purchasers stated that they consider
the domestic producers to be the price leaders in the
30/
market.

Moreover, none of the lost revenue allegations was
confirmed. The Commissioh received 32 lost revenue
allegations from three U.S. producers involving‘19
purchasers. Four lost fevenue allegations were denied and
purchasers were unable to either confirm or deny the

3y

allegations in the other instances.

D. LTFV sales analysis

One important factor thét led us to our negative
determination was the extremely low weighted average dumping
margin. In this case, the weighted average dumping margin ’
was an almost negligible 0.65 percent. The market context in
this investigation is one in which the ﬁroducts and services
offered for sale by different firms are not indistinguishable
(i.e., not homogeneous). Although the products by themselves

may have many identical physical characteristics, it is clear

29/ Report at A-34. We note that at least some domestic
producers are now willing and able to provide the same types
of service, including "roll and hold," traditionally
associated with the Canadian producers.

30/ Id. at A-34-37.

31/ Id. at A-38-39.

13
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that purchase decisions are swayed by factors that extend
beyond those characteristics. For example, many purchasers

also consider such factors as product availability and other

32/

marketing services.

In such a case, a very small change in price would not
have a significant effect on sales since buyers highly value
services relative to price. With a dumping margin of only
0.65 percent, the price of the imported product wou}d have
.iﬁcreased in the absence of LTFV sales at almost 65 cents for
every $100.00 of imports. Given this extremely low dumping
margin, a very spécial set of circumstancés would have to
exist in the domestic market for importé to cause injury to
the domeétic industry. Such special circumstances are not

| 33/
found in this investigation.

E. Conclusion

Based on our analysis of all causal factors, we conclude
that the domestic industry is not materially injured by

reason of the imports of H-WR from Canada.

32/ Purchase decisions were based on such factors as being
able to obtain timed or expeditious deliveries,
less-than-truckload deliveries, small bundle sizes, and size
and variety of product inventory.

33/ The memorandum from Director, Office of Economics,
EC-J-010 (January 7, 1986) provides an interesting general
discussion of some economic factors and methodology relating
to title VII.

34/ S. Rep. No. 249, supra, at 89; H.R Rep. No. 317, 96th
Cong., 1lst Sess. 47 (1979). ‘

14
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No threat of material injury by H-WR imports from Canada
The "threat of material injury" standard "[i]s intended
to permit import relief under the . . . antidumping laws

34/
before actual material injury occurs." Section

612(a) (2) (b) of the Trade and Tariff Act of 1984 amended
title VII of the Tariff Act of 1930 by adding a new '
subparagraph, section 771(7) (F), listing a series of factors
that "[t]he Commission shall consider among other relevant
economic factors" in making a determination of threét of
material injury. Those factors inclu&e increased production
capacity, increased market penetration, and substantial
increases in importers' inventories in the United States. 1In
éhis investigation, we conclude that there is no threat of
material injury. ‘ -

As noted above, H-WR imports from Canada have been
present in the U.S. market for some time and they have
maintained a stable market éresence. Their actual share of
apparent domestic consumption has declined irregulariy over
the course of this investigation dropping to 12.7% during the
time period of January-September 1985, compared to 14.4%

35/
during 1982. At the same time, the Canadian producers

35/ Report at Table 12.

15
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have increased home market sales by more than 71 percent from

36/
1982 to 1985.

There is no evidence of record in this investigation that
the Canadian producers intend to increase their share of the
U.S. market. In fact, their 1986 marketing plans, which
inclﬁde only modest increases in shipments to the United
States, will lead to a decreased relative presence in the
U.S. market. 3/ There is no information that any Canadian
mill intends to divert production to the United States.

ﬁe note that a new firm, Transamerican, has entered the
domestic market for H-WR. The firm intends to import and
seli Canadian H-WR. This does not alter our conclusion that
there is no threat of injury. This new firm can only sell
the product that is made available‘to it by Canadian mills,
has no established track record in the United States, and ,
will have to compete in an alre;dy crowded market. Thus, it
is highly unlikely that the firm will have any significant
impact on the market in the foreseeable future.

Finally, the Canadian producers have been experiencing

ever-increasing levels of capacity utilization, far in excess

36/ Id. at Table 10.

37/ There is no information of record that the increases in
domestic consumption will abate during 1986.

16
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38/
of levels in the United States. At the same time, the
Canadian firms from which we have information have indicated
an intention to significantly increase their domestic

39/

sales.

38/ Report at A-18.

39/ There is information of record that there will be
increases in Canadian capacity during 1986. Id. at A-19.
However, in view of the factors considered in the body, the
fact of increased capacity, standing alone, is not sufficient
to warrant a conclusion of threat of material injury. See
American Spring Wire Corp. v. United States, 590 F.Supp.
1273, 1280-81, aff'd sub. nom. Armco, Inc. v. United States,
760 F.2d 249 (Fed. Cir. 1985).

17
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Separate Views of Commissioner Lodwick and Commissioner Rohr
on Heavy Walled Rectangular Pipe and Tube from Canada

We concur generally with the conclusion of our colleagues,
Chairwoman Stern, Vice Chairman Liebeler, and Commissioner
Brunsdale, that the industry producing heavy-walled rectangular
pipes and tubes (H-WR) in the United States is not materially
injuréd, or threatened with material injury, and that there is
" no material retardation in the establishﬁent of sucﬁ an
industry, by reason of imports of H-WR from Qanada. Because of
differences in our analysis of the facts of this investigation,
we are stating our separate views on the issues of the
condition of the domestic industry and the causal nexus between

Canadian imports and that condition. 1/

Condition of the Domestic Industry

As stated by our colleagues, the information received by
the Commission on domestic consumption, production, shipments,
capacity, wages, profitability, and tﬁe trends in these
performance indicators reveal an industry whose condition has
substantially improved from that in 1982. However, the issue
before the Commission is whether the domestic industry is
experiencing material injury. The fact that there have been

some improvements in the condition of the industry does not

1/ We concur with the views of Chairwoman Stern, Vice Chairman
Liebeler, and Commissioner Brunsdale on the issues of like
product/domestic industry and threat of material injury. We
also agree that material retardation of the establishmeng of an
industry is not at issue in this investigation.
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necessarily mean that the industry is not materially injured.
We note that there have been increases iﬁ production and
in the overall capacity of the domestic industry. Despite
these increases in production, there is, at present,
substéntial underutilized capacity available fér production.
The overall improvement in performance has also had little
effect on employment in ﬁhis industry. Further, while the
domestic industry has increased production ip absolute
quantities, consumption cof this product has increased at an
 even more rapid pace, with the result that, over the last three
"years, overall domestic market share has steadily decreased.
Finally, the financial perfofmance of this industry has
remained weak. Net operating margins have improved from a
negative 9.1 percent in 1982. ﬁowever, sﬁbsequent'net'
operatihg margins of o.slperceﬁt in 1983, negative.1l.3 percen£
in 1984, and 1.7 percent in interim 1985 do not reflect a
reasonably profitable industry. We therefore conclude that

‘this industry is experiencing material injury.

Causation

We conclude that Canadian imports are not a cause of the
material injury being experienced by the domestic industry. In
rééching this conclusion we have considered all relevant
information gathered by the Commission staff, submitted by the
parties and presented by the witnesses at the Commission's
public hearing. |

The volume of imports from Canada, in absolute terms, has
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increased. 2/ The Canadian share of total imports has
decreased. More importantly, however, Canadian imports,
relative to the dynamic conditions of the industry, have been
stable. In particular, Canadian production has remained a
stable proportion of U.S. production. Similarly, Canadian
exports to the United States and Canadian home market shipments
have been stable relative to Canadian production. Finally,
Canadian exports have maintained a stable share of U.S.
apparent consumption. 3/

While these indicia remained generally stable, Canadian
market share dipped slightly in 1983 and interim 1985 (January
to September). At the same time, the domestic industry
achieved a small positive profitability. It might be argued
that this negative correlation demonstrates a causal nexus
between Canadian imports and material injury. However, these
"small fluctuations in profitability are explained by cost

savings and domestic inventory practices. 1In particular,

2/ We have used official import statistics to avoid disclosure
of confidential information which would result from exclusion
of imports from that single company excluded from Commerce's
LTFV finding. We note that we are looking at the effects of
Canadian imports over the entire period of investigation on the
industry as a whole.

3/ As we have noted, domestic market share is decreasing. The
data show that Canadian market share is stable, and that the
decrease in domestic market share is attributable to third
country imports.
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despite substantial increases in net sales by the domestic
industry in both 1983 and 1985, the total cost of goods sold
actually declined from the levels of the prior years. 4/ This
decline in cost of goods sold is attributable to factors such
as changes in the value of raw material stocks and declines in
unit labor costs. Thus, the increase in domestic profitability
reflects this savings. It bears h& relationship to Canadian
imports.

In addition, we note that undue'emphasis should hot be
placed on small changes in what is overall a stable pattern of
aggregate indicators. Such changes can1be due to lags in the
reporting of statistics. For example, due to the differences
in the timing of the data supplied by Canadian producers on
the quantity of imports to the United States during 1982-1984,
Canadian figures show a slight "dip" in import penetration in
1984 and no dip in 1983, while the official statistics of the
Department of Commerce show the dip in ‘1983. 5/ The
correlation between profitability and market share in this
investigation therefore exists only because of the timing of

official statistics. 6/

4/ Significantly, capacity utilization remained at low levels
throughout the period and in 1984 profitability dropped despite
continuing increases in net sales.

5/ We note that apart from the differences in timing, the
Canadian figures conform within one percent to the official
statistics.

6/ It is not clear that either Canadian or official statistics
is a good indicator of the time at which the imports actually
affect the market.
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Finally, we also note that volume indicators are only one
factor to be looked at by the Commission.

Our examination of pricing factors, as required by
statute, indicates that Canadian imports have not had a price
depressing or suppressing effect. We note that there is no
pattern of consistent:Canadian underselling of the domestic
industry. There are instances of both underselling and
overselling, which supports the information gathered by
Commission investigators that this is a Very competitive
market. The information also indicates thatﬂdomestic producers
have most frequently been the price leaders in this market.
Rather, data from purchasers indicate that prices for imports
from Canada are as likely to be higher than domestic prices as
they are to be lower. Similarly, anecdotal evidence from
Commission review of lost sales and lost revenue allegations
supports the conclusion that imports from Canada have no real
impact on price. The information also indicates that nonprice
factors play an important role in this market. The information
does not therefore support the concluéion that Canadian imports

are a cause of material injury to the domestic industry.
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DISSENTING VIEWS OF COMMISSIONER ECKES

Although we differ in our determinations in this
investigation, there should be complete agreement among a
majority of the Commissidn that the domestic industry producing
heavy-walled rectangular tubing (H-WR) is experiencing material
injury. Only one monthvago, a Commission majority wrote in its
opinion on investigation No. 731-TA-295 (Preliminary)

Heavy-Walled Rectanqular Pipes and Tubes From Singapore:

", ..although there have been improvements in some of the
indicia of the condition of the industry since we last examined
it, the overall picture is of an industry that remains in a
depressed condition. We conclude that there is a reasonable
. indication that the industry is suffering material injury."
Granted, the Singapore H-WR case was a preliminary
investigation and this case, a final. However, no new
information has been submitted in this investigation that would
cast doubt upon the Commission's assessment of the domestic
industry's condition. We obtained data through September 1985
for most of the indicators in the Singapore investigation.
More complete responses to our questionnaires extended our
informatioﬂ base in this final case, but the trends exhibited
by the data remain the same.
Therefore, the Commission majority necessarily must base
its negative determination in this case on finding no causal

connection between imports from Canada and injury to the
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domestic industry. After examining the statutory factors the
Commission considers in a causation analysis -- the volume of
imports, the effect on domestic prices of the like product, and
the impact on the domestic industry -- I find that I cannot
agree with the majority. There is a causal link between the
injury experienced by the domestic H-WR industry and the

imports from Canada.

Condition of the Domestic Industry

First, what has the Commission learned about the condition
of the H-WR industry from this and previous invest1gations° We
know that the level of construction activity determines the
demand for H-WR, and the recession in 1982 caused a sharp
downturn in domestic industry performance. Therefore, the base
year for the current investigation shows the economic
indicators for the industry at very low levels.

With better economic conditions after 1982, consumption
increased 73% (if nine—month 1985 figures are annualized), and
domestic production and shipments also increased steadily.
Capacity utilization rose from a very low 26.3 percent in 1982
to a still deficient 40.6 percent in the first three quarters
of 1985; and employment also rose throughout the investigation
period.

However, during thié period of increased demand for H-WR,
the domestic industry steadily lost market share to imports

from all sources until 1985, when there was a slight gain in

26



27
share. Although sales increased throughout the period of
investigation, the industry operated at a loss in 1982 and
1984; and posted ratios of operating income to net sales of only
0.6 percent in 1983, and 1.7 percent in January-September
1985. Even during 1985, when the industry as a whole reported
a slight profit, three of the seven firms submitting financial
data to the Commission were operafing at a loss. It is obyious

that the domestic H-WR industry is experiencing material injury.

Material Injury by Reason of the LTFV Imports from Canada

When considering the volume of H-WR imports during the
period of investigation, I did not follow the exhortations of
counsel for the respondents to include only those specific
imports reported by Commerce to be sold at less than fair
value. This would involve separating single-company
transactions into fair value and LTFV components and imputing
the percentage of total transactions investigated by Commerce
that were found to be LTFV to those imports Commerce did not
investigate. This is not, and in my opinion, should not be
Commission practice under title VII.

Since 1980, the Commission consistently has excluded
imports from thosebforeign companies which have received
negative determinations from Commerce. However, after the
Commission began operatiﬁg under title VII, it never has
limited its import count to only the LTFV portion of imports

from an offending company, nor has it applied the LTFV
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percentage to imports from companies not investigated by
Commerce. Even in the 1980 reconsideration of Tantalum

Electrolytic Fixed Capacitators From Japan 1/ -- a case

determined originally in 1976 under the 1921 Antidumping Act
where a majority of the Commission did separate LTFV imports --
no member of the Commission separated imports from any one
company into fair value and LTFV components for the second
determination. Neither Congress nor the reviewing courts'have
questioned Commission practice in this regard.

Commerce identifies LTFV sales of selected companies over a
six-month period. A Commission investigation examines what haé
happened to the domestic industry over at least a three-year
period. Would it be appropriate to use the Commerce short-term
finding when the Commission calculates the volume of dumped
imports affecting the domestic industry over three years? 1Is
it not possible that a much larger or smaller percentage of
LTFV imports entered at a time period other than that period
investigated by Commerce?

The six-month time frame used by Commerce also argues
against the Commission considering the size of Commerce-found
LTFV margins in its material injurx causation analysis.
Investigative margins are reviewed. by Commerce, and there may
be little relation between their size and the margins
eventually found for determining antidumping duties. There

also may be little relation between their size and dumping

1/ Inv. No. AA-1921-159, USITC Pub. 1092 (1980) 28
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margins that Commerce would have found at an earlier or later
time in the Commission's investigative period or from choosing
different foreign firms to investigate.

The Commerce final determination serves one purpose in the
Commission's deliberations under title VII: it indicates
whether alleged dumping has or has not occurred. If dumping
has occurred, the COmmiséion must make a final injury
determination. I do not believe that Congress intends the
Commission to consider the size of the individual company
margins or the weighted average margin in determining whether
unfair imports are a cause of material injury to the domestic
industry over the longer period of our investigation. 1In fact,

the debate on the 1984 Trade and Tariff Act (Congressional

Record, July 26, 1984, H7908-H7909) indicates that margin
analysis deliberately was excluded from the realm of Commission
consideration by Congress.

In the current investigation, the volume of H-WR imports
from Canada increased approximately 10 percent from 1982 to
1983 and then almost 43 percent from 1983 to 1984. The volume
decreased slightly in January-September 1985 compared to the
first three quarters of 1984. As the petition in this case was
filed in Mafch 1985, it is not surprising that Canadian import
volume dropped in that year.

The share of domestic consumption claimed by Canadian
imports varied, moving from 14.4 percent in 1982, to 12.8
percent in 1983, 14.4 percent in 1984, and 12.7 percent in

January-June 1985. Most of the Canadian tonnage entered tgg
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United States through the Great Lakes region where much of
domestic H-WR is produced, and therefore did not suffer a
transportation disadvantage in markets served by a large
portion of domestic H-WR production.

The price data in this investigation are difficult to
analyze. When we compared U.S. producers' and Canadian-tube
importers' weighted average prices to distributers and end .
users for four H-WR specifications, 66 percent of those
comparisons indicated lower prices for the Canadian product by
an average margin of 6 percent. However, it is clear that
there also were instances of overselling by ;he Canadian
imports. The market for H-WR is highly competitive, with both
domestic producers and importers trying to meet or beat their
competitors' latest prices. Overall price trends for the U.S.
and Canadian product are similar -- higher prices in 1984 than
in 1983, and a downward trend in 1985. It is impossible to
identify market leaders; in this very.competitive market
adjustments to competition occur frequently. We do know,
however, from responses to lost sales'allegations, that some
purchasers chose to buy Canadian H-WR on the basis of a lower
delivered price.

One pricing factor that cannot be quantified in this case
is that of service provided. Representatives of Titan (the
largest importer of Canadian H-WR) claimed, and some of its
customers confirmed, that Titan gains sales in the United

States through superior service. Titan does not assign a cost
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~ to most of these services and maintains they are nonprice
factors. Hdwever, services do cost money. For example, if
Titan is willing to provide custdmers with just-in-time
delivery, it has accepted the cost of carrying inventory.
Shipping partial truckloads or providing small bundle sizes to
customers sacrifices scale economies. Such services have a
cost and therefore a value that ié discoﬁnted in the prices to
customers.

Several of the purchasers answéring affirmatively to lost
sales inquiries stated that these services were important to
their choice of Canadian H-WR. If they also reported that
Canadian prices were equal to or sometimes higher than U.S.
prices, these "nonprice" services should be factored into the
equation.

The presence of large volumes of LTFV Canadian H-WR in the
U.S. market has had a perceptible effect on the domestic
industry's performance during the period of investigation. In
11983, U.S. consumption went up 25 percent whereas Canadian
imports rose 10 percent. Although the share of the market held
- by all imports increased, the Canadian penetration ratio
declined. With increasing sales and lower cost of goods sold
(primarily due to having inventories to work off), the domestic
industry was able to post a minuscule profit.

However in 1984, thevconsumption increase was about the
same (26.5 percent), but Canadian imports soared 43 percent and

the Canadian penetration ratio also rose in the face of
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dontinuing increases in imports from other countries. Even
with high price levels for H-WR to cover a higher cost of goods
sold, fhe domestic industry's operating margin turned

downwérd. Saleé rose, but not sufficiently to bring
.profitability.

The total volume ovaanadian'imports decreased in
JanﬁaryQSeptember 1985,’very possibly reflecting the filing of
this case. The Canadian penetration ratio also declined;'and,
although}ﬁ-WR price levels decreased in 1985 compared to 1984,
fhe domestic industry's sales conﬁinued to climb and its
operating profit margin reached the highest level of the
investigation period. | |

 Of course intercompany cbmpetition and competition from the
imports of countries other than Canada (primarily Japan) must
‘have had soﬁe effect on the domestic industry's performance
during the period of ihvéstigation. However, the changes in
pérformanée I observe accompanying changes in the level of
competitive presSure froﬁ Canadian imports point to Canédian
imports és a cause of the domestic industry's problems.

Therefore I find that the domestic industry producing H-WR
is materially injured by reason of iﬁports from Canadé that the
Commerce Department has determined are sold at less than fair

value.
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INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

On March 25, 1985, a petition was filed with the U.S. International Trade
Commission (Commission) and the U.S. Department of Commerce (Commerce) by
counsel on behalf of the following firms: 1/

Bull Moose Tube Co., St. Louis, MO;

Copperweld Tubing Group, Pittsburgh, PA;
Kaiser Steel Corp., Los Angeles, CA;

Maruichi American Corp., Santa Fe Springs, CA;
UNR-Leavitt, Chicago,. IL; and

Welded Tube Co. of America, Chicago, IL.

The petition alleged that heavy-walled rectangular welded carbon steel pipes
and tubes 2/ from Canada, provided for in item 610.3955 of the Tariff
Schedules of the United States Annotated (TSUSA), are being sold in the United
States at less than fair value (LTFV). Accordingly, the Commission instituted
antidumping investigation No. 731-TA-254 (Preliminary) under section 731 of
the Tariff Act of 1930 to determine whether there is a reasonable indication
that an industry in the United States is materially injured, or threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of such imports. On May 9, 1985, the
Commission determined 3/ that there was a reasonable indication that an
industry in the United States was materially injured by reason of imports from
Canada of heavy-walled rectangular pipes and tubes that were allegedly being
sold in the United States at LTFV.

On September 10, 1985, Commerce published notice in the Federal Register
(50 F.R. 36910) of its preliminary determination that certain heavy-walled
rectangular welded carbon steel pipes and tubes from Canada are not being, nor
are likely to be, sold in the United States at LTFV. However, on November 22,
1985, Commerce made its final determination (50 F.R. 48238) that such pipes
and tubes imported from Canada are being sold in the United States at LTFV. &/
Accordingly, effective November 22, 198%, the Commission instituted
investigation No. 731-TA-254 (Final) to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry is materially retarded, by reason of imports
of such merchandise.

1/ These firms are members of the subcommittee on structural tubing of the
Committee on Pipe and Tube Imports (CPTI), a trade association composed of
pipe and tube producers organized into subcommittees according to the product
lines that they produce; member firms producing specific products decide
whether or not to file unfair trade petitions. Petition, pp. 2 and 3.

2/ Hereinafter in this report, the subject products will be referred to as
heavy-walled rectangular pipes and tubes.

3/ Commissioner Lodwick did not participate.

A/ A copy of Commerce's final determination is presented in app. A.
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Notice of the institution of the Commission's final investigation and of
a public hearing to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of December 17, 1985 (50 F.R. 51468). 1/ The hearing was held in
Washington, DC, on January 10, 1986. 2/ The briefing and vote was held on
January 29, 1986. The statutory deadline for notifying Commerce of the
Commission's determination is February 4, 1986,

Other Commission Investigations

The Commission has conducted four other investigations concerning
heavy-walled rectangular pipes and tubes. The CPTI was the petitioner in all
of these investigations. Three investigations in 1983 and 1984 resulted in
negative determinations by the Commission, as shown in the follow1ng
tabulation: :

Investigation : Count : Date of - : _Determination by the
No. : ountry determination _ : Commission
731-TA-13 1~ : Republic : June 6, 1983 : Negative preliminary.
of Korea . : :
731-TA-132———: Taiwan ‘ : June 6, 1983 : Negative preliminary. 1/
' 731-TA-138- —: Republic : April 30, 1984 ¢ Negative final. 2/
: of Korea ‘ A :

1/ Commissioner Haggart dlssent1ng
/

z Commissioners Rohr and Liebeler not part1c1pat1ng

The most recent investigation involved imports of heavy-walled
rectangular pipes and tubes from Singapore (investigation No. 731-TA-295
(Preliminary)). On December 20, 1985, the Commission determined 3/ that there
was no reasonable indication that an industry in the United States is
materially injured or threatened with material injury by reason of allegedly
LTFV imports of heavy—walled rectangular pipes and tubes from Singapore.

Nature and Extent of Sales at LTFV

On November 22, 1985, Commerce published notice in the Federal Register
of its final determination that heavy-walled rectangular pipes and tubes from
Canada are being sold in the U.S. at LTFV. Commerce compared the United
States price with the foreign market value for sales by two f1rms, Titan

1/ A copy of the Commission's notice is presented -in app. A.
2/ A list of witnesses appearing at the hearing is presented in app 8.
3/ Commissioners Eckes and Lodwick dissenting.
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Industrial Corp. and Acier Royalcor Steel, during October 1984-March 1985. 1/
The foreign market value for Titan, the major Canadian exporter of heavy-
walled rectangular pipes and tubes, was based on constructed value. The
foreign market value for Royalcor was calculated on the basis of home-market
ex—factory, packed prices to unrelated purchasers. The weighted-average LTFV
margin found by Commerce for sales by Titan was .0.65 percent (this is also the
LTFV margin applicable to exports by all firms other than Royalcor). Since
the weighted-average margin for Royalcor was de minimis, at 0.15 percent,
Royalcor was excluded from the determination. A summary of Commerce's
findings is shown in the following tabulation:

Total = . Sales ‘ LTFV_sales as a
sales made at share of total sales
Item examined CLTFV (percent) -
Number of transactiong————  ¥¥¥ _ L N Ll
Quant ity -—short tons—  ¥¥% HHH N

Value-wmmmme1,000 dollars-—  %¥¥¥ HHH ¥

The LTFV margins on the individual sales examined by Commerce ranged from
XX percent to ¥¥¥ percent.

The Products

Description and uses

For the most part, the terms "pipes," "tubes," and "tubular products" can
be used interchangeably. In some industry publications, however, a
Jdistinction 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 each customer's 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.

‘According to the method of manufacture, steel pipes and tubes can be
divided into two general categories—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
product lines is one of several methods used by the industry. Pipes and tubes
typically come in circular, square, or rectangular cross section.

1/ Commerce also received questionnaire responses from two other companies,
Welded Tube of Canada and Capco Tubular Products Co. However, neither was
included in the Commerce analysis. The responses of Welded Tube were found to
be untimely and inadequate, and the response of Capco represented only one
sale, which was considered to be too insignificant to include in the analysis.
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The American Iron & Steel Institute (AISI) distinguishes among the
various types of pipes and tubes according to six end uses: standard pipe,

. line pipe, structural pipe and tubing, mechanical tubing, pressure tublng, and
oil 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 American Petroleum Institute (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 products covered by this investigation are rectangular
(including square) welded carbon steel pipes and tubes having a wall thickness
of 0.156 inch or greater. These products are supplied with cross sections in
rectangles ranging from 3 by 2 inches to 20 by 12 inches and in 1-1/2 inch to
16—inch squares. They are used for support members for construction or load-
bearing .purposes in construction, transportation; farm, and material-handling
equipment. The products are generally produced to ASTM specification A-500,
grade B, and are commonly referred to in the industry as structural tubing.

Manufacturing process

Welded steel pipes and tubes are made by forming flat-rolled steel into a
tubular configuration and welding 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), the submerged-arc weld, and the
spiral weld. However, the rectangular pipes and tubes under investigation are
produced only by the ERW process. 2/

All pipes and tubes are formed and welded in a cylindrical configuration.
In the ERW process, the plate, sheet, or skelp 3/ raw material is cold-formed
by tapered rolls into a cylinder. The weld is formed when the joining edges
are heated to approximately 2,600 degrees 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. Immediately after welding, the product may be reduced by
rolling or stretch reducing or may be further formed into squares, rectangles,
or other shapes by using forming rolls.

1/ For a full-description of these items, see Certain Welded Carbon Steel
Pipes and Tubes from the Republic of Korea, Inv. No. 701-TA-168 (Fxnal), USITC
Pub. 1345 (1983).

2/ Transcript of the conference in 1nvestlgat10ns Nos 731-TA-131 and 132
(Preliminary), pp. 52 and 53.

3/ Skelp is a flat-rolled, intermediate product used as the raw material in
the manufacture of pipe and tube. It is typically an untrimmed band of hot-
or cold-rolled sheet.
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U.S. tariff treatment

‘ Imports of the heavy-walled rectangular pipes and tubes covered by this

investigation are classified in TSUS item 610.39 and reported under TSUSA item
610.3955, which includes welded nonalloy steel pipes and tubes of rectangular
(including square) cross section, having a wall thickness not less than 0.1%6
inch, not threaded and not otherwise advanced, other than pipe conforming to
API specifications for oil-well casing. During the Tokyo round of the
Multilateral Trade Negotiations (MTN), the most-favored-nation (MFN) (col. 1)
rate of duty 1/ for TSUS item 610.39 was changed from 0.1 cent per pound to
0.% percent ad valorem, effective January 1, 1982, This MFN rate of duty is
the final staged rate negotiated in the Tokyo Round. The column 2 rate of
duty 2/ applicable to imports from non-MFN countries is 1 percent ad valorem.
No preferential tariff treatment is afforded to products of countries other
than Israel (duty-free entry under the U.S.-Israel Free Trade Area Agreement)
and beneficiaries of the Caribbean Basin Economic Recovery Act (see TSUS
general headnote 3(e)(vii)), whose products enter free of duty.

U.S. Producers

There were 17 firms in the United States known or believed to be
producing heavy-walled rectangular pipes and tubes during the period covered
by this investigation. The following tabulation, which was compiled from data
obtained in response to the Commission's questionnaires, shows the principal
producers of heavy-walled rectangular pipes and tubes and each firm's share of
total reported U.S. producers' shipments in 1984:

Share of shipments

Firm Location (percent)
Acme Roll Forming Co— Sebewaing, MI Rakaiad
Bock Industries Elkhart, IN ¥
Bull Moose Tube Commmmmmmmn. Chicago Heights, IL fala

Trenton, GA '

Gerald, MO
Copperweld Corp Chicago, IL Lt
Cyclops Corp., Tex—Tube Div-— Houston, TX XX
Delta Metalforming Commmmmmm - Dallas, TX - L
Eugene Welding Co Marysville, MI bakatad
Ex—-L Tube North Kansas City, MO labaaa
Hanna Steel Fairfield, AL AN
Independence Tube Corp-mmmmmm - Chicago, IL Ly
James Steel & Tube Co-wme Madison Heights, MI AWK

See footnotes at end of tabulation.

1/ The col. 1 rate is applicable to imported products from all countries
except those Communist countries and areas enumerated in general headnote 3(d)

2/ The rate of duty in col. 2 applies to imported products from those
Communist countries and areas enumerated in general headnote 3(d) of the TSUS.
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Share of shipments

Firm Location : (percent)
Kaiser Steel Corp Los Angeles, CA K
Maruichi American Corp,——— Santa Fe Springs, CA Ly
Mid States Tube Corp—— Kenosha, WI b

Penn Central Corp.,

Harris Tube Div Gardena, CA Ak
los Angeles, CA
UNR-Leavitt Chicago, IL W

Welded Tube Co. of America--— Chicago, IL L

1/ % % ¥,

2/ Although this firm did not complete the Commission's questionnaire, a
letter estimating the firm's monthly shipments indicates that the producer's
share of shipments would be ¥*¥¥ percent.

3/ An incomplete questionnaire response was received from this' firm; its
data were unusable and are not included in this report. Although no shipments
data were provided, the firm's reported 1984 production indicates that this
producer's shipments share would be about *¥* percent. .

4/ This firm has not responded to the Commission's questionnaire as of this
time.

5/ Although this firm did not complete the Commission's questionnaire,
estimates made by the company in a telephone call with the Commission's staff
indicate that its share of shipments would be about *¥¥ percent.

6/ Although this firm did not complete the Commission's questionnaire, a
letter estimating the firm's production indicates that the producer's share of
shipments would be ¥¥¥ percent.

The production of heavy-walled rectangular pipes and tubes is heavily
concentrated in the Great Lakes area of the United States, with the four
largest producers, ¥ ¥ ¥, accounting for about ¥¥% percent of U.S. producers'
total reported 1984 shipments.

Uu.s. Importers‘

The net importer file maintained by the U.S. Customs Service identifies
more than 50 firms that imported heavy-walled rectangular pipes and tubes from
Canada during the period covered by this investigation. Although many U.S.
firms import these products for their own consumption and some U.S. steel
service centers import for resale, the bulk of the imports are accounted for
by a few Canadian producers that export to, and market in, the United States
through U.S. parent or U.S$. subsidiary companies, or (less frequently) export
directly to U.S. customers. The major importers and the share of imports from
Canada each accounted for in 1984, as reported in responses to the Commission's
questionnaire, are shown in the following tabulation:
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Share of imports 2/

Importer 1/ : (Percent)
* X * KWK
* % K AN
* X * K

1/ % % % sells in the United States through * % %; % % % sells in the United
States thirough ¥ % %,

2/ Imports reported in response to the Commission's questionnaire as a share
of total imports from Canada as reported in official statistics of the U.S.

Department of Commerce.

Apparent U.5. Consumption

Apparent U.S. consumption of heavy-walled rectangular pipes and tubes
increased during 1982-84, from 445,085 tons 1/ in 1982 to 701,5%5 tons in
1984, or by an annual rate of approximately 26 percent; apparent U.S.
consumption during January-September 1985, at 578,354 tons, was 7 percent
greater than such consumption during January-September 1984 (table 1).
According to industry sources, the increase in apparent consumption during
1982-84 was due primarily to increases in construction starts, highway and
bridge repair work, and industrial equipment demand. 2/ As shown in the
table, imports supplied an increasing share of the market, from 33 percent in
1982 to 38 percent in 1984. This share was 36 percent during January-
September 1985.

Consideration of Material In)ury to an Industry in
the United States :

U.S. production, capacity, and capacity utilization

U.S. production of heavy-walled rectangular pipes and tubes, as reported
in responses to the Commission's questionnaire, increased from 289,502 tons in
1982 to 444,698 tons in 1984, During January-September 1985, U.S. production,
at 372,202 tons, was 8 percent greater than the level of production in the
corresponding period of 1984 (table 2). Productive capacity for heavy*walled
rectangular pipes and tubes, at 1.2 million tons per year in 1984, increased
at an average annual rate of 4 percent during 1982-84. Capacity utilization
increased from 26 percent in 1982 to 41 percent during January-September 1985.

1/ Unless otherwise noted, all tons shown in this report are short tons
(2,000 pounds).

2/ See notes of Dennis Rapkins of the Commission's staff in investigation
No. 731-TA-254 (Preliminary).
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Table 1.-—Heavy-walled rectangular pipes and tubes: U.S§. producers'
shipments, imports for consumption, exports 1/ of domestically produced
merchandise, and apparent U.S. consumption, 1982--84, January-September 1984,
and January-September 1985 :

: : Ratio of
. .. Apparent :
Period ' Shipments' Imports @ Exports’ consump-’ 1mport? tog-
) ' ' ' tion ' Shipments’ on=

: : : : _sumption
Short tons : Percent——
1982 : 300,469 : 145,392 : 776 : 445,085 : 48.4 : 32.7
1983 : 370,932 : 184,501 : 893 : 554,540 : 49.7 : 33.3
1984 : 438,151 : 264,099 : 695 : 701,555 60.3 : 37.6

Jan.~Sept-— : : : : : :
1984 338,862 : 200,987 : 343 : 539,506 : 59.3 37.3

1985t 371,235 1. 208,399 : 1,280 : 578,354 : 56.1 : 36.0

1/ Data on U.S. exports, collected under Schedule B item 610.3060 (a
"basket" classification for carbon steel structural pipes and tubes), may be
overstated and apparent U.S. consumption similarly understated. Exports were
reported by only two U.S. producers in the Commission's questionnaires; such -
exports amounted to *¥¥ tons in 1962, *¥% tons in 1983, X¥¥ tons in 1984, X%
tons during January-September 1984, and ¥¥% tons during January-September 1985,

Source: 'Shipments. compiled from data submitted in response to
questionnaires of the U.8. International Trade Commission; imports and exports,
compiled from official statistics of the U.S. Department of Commerce.

Table 2.—Heavy-walled rectangular pipes and tubes: U.S. production, practical
capacity, 1/ and capacity utilization, 1982-84, January-September 1984, and
January-September 1985

.. . . Jan.-Sept---
Item 1982 © 1983 ©1984 -
: : : 1984 ¢ 1985
Production-—short tons-—:. 289,502 : 373,436 : 444,698 : 343,773 : 372,202
Capacity do : 1,101,660 : 1,160,000 : 1,194,660 : 927,219 : 917,151
Capacity utilization : : : :
percent-—: 26.3 : 32.2 : 37.2 . 37.1 ¢ 40.6

1/ Practical capacity was defined as the greatest level of output a plant
can achieve within the framework of a realistic work pattern. Producers were
asked to consider, among other factors, a normal product mix and an expansion
of operations that could be reasonably attained in their industry and locality

in setting capacity in terms of the number of shifts and hours of plant
operation. .

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. producers' domestic and export shipments

U.S8. producers' domestic shipments of heavy-walled rectangular pipes and
"tubes, as reported in responses to the Commission's questionnaire, increased
from 300,469 tons in 1982 to 370,932 tons in 1983 and 438,151 tons in 1984;
U.S. producers' shipments during January--September 1985, at 371,235 tons, were
10 percent greater than shipments in the corresponding period of 1984
(table 3). U.S. producers' exports of heavy-walled rectangular pipes and
tubes, as reported in responses to the Commission's questionnaire, were
negligible in each of the periods covered by this investigation (table 4).

¢

Table 3.-—Heavy-walled rectangular pipes and tubes: U.S. producers' domestic
shipments, 1/ 1982--84, January-September 1984, and January-September 1985

) . ) Jan.~Sept-—
Item ) 1982 ; 1983 ) 1984 -
) : ) 1984 ) 1985
Quant i ty —tons~-: 300,469 : 370,932 : 438,151 : 338,862 : 371,235
Value-—--1,000 dollars—: 147,081 : 165,502 : 197,605 : 153,832 : 160,428
Unit value——-—per ton--: $490 : $446 $4a51 $454 $432

1/ Understated to the extent that all U.S. producers did not respond to the
Commission's questionnaire. No intercompany and intracompany transfers were
reported.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Table 4.—Heavy-walled rectangular pipes and tubes: U.S. producers' export
shipments, 1/ 1982-84, January-September 1984, and January-September 1985

, . . Jan.--Sept-——
Item © 1982 © 1983 1984 -
' ‘ ' 1984 1985
Quantity tons—: Lo : Lt : N : L : L
(V72 T S —— 1,000 dollars—: WK : N : WK : WK : I

Unit value ' per ton—: $¥NE o G G . R NN

1/ Understated to the extent that all U.S. producers did not respond to the
Commission's questionnaire,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. producers' inventories

The level of end-of-period inventories of heavy-walled rectangular pipes
and tubes, as reported by U.S. producers in response to the Commission's
questionnaire, fell from 86,661 tons in 1981 to 74,609 tons in 1982, and then
rose to about 83,233 tons in 1984. Inventories dropped to 73,248 tons as of
September 30, 1985, compared with 85,578 tons in the corresponding period of
1984. Such inventories decreased from 25 percent of the responding producers'
(annualized) shipments as of December 31, 1982, to 15 percent as of September
30, 1985. Reported end-of-period inventories and such inventories as a share
of reported shipments are shown in the following tabulation:

Share of
Quantity 1/ shipments
(Tons) (Percent)
As of Dec. 31— _
1981 86,661 -2/
1982 74,609 25
1983- 76,945 21
1984 " 83,233 , 19
As of Sept. 30—w o
1984 85,578 19
1985 73,248 . 15

1/ Understated to the extent that all U.S. producers did not respond to the
Commission's questionnaites.
2/ Not available.

U.S. employment, wages, and productivity

_ Data on U.S. employment, wages, and product1v1ty in establishments
producing heavy-walled rectangular pipes and tubes, as reported in the
responses to the Commission's questionnaire, are provided in table % (number
of employees and hours worked by production and related workers) and table 6
(wages and total compensation 1/ paid to production and related workers, labor
productivity, hourly compensation, and unit labor costs). The ratio of total
- production and related workers to total employees ranged from a low of 75
percent in 1982 and 1983 to a high of 79 percent in 1984. Production and
related workers producing heavy-walled rectangular pipes and tubes accounted
for 36 percent to 44 percent of total production and related workers during
the period covered.

- The average number of production and related workers producing heavy—
walled rectangular pipes and tubes remained steady in 1983, rose by 4 percent
in 1984 to 466, and then decreased to 392 during January-September 1985. Hours
worked by these workers decreased by 2 percent in 1983, rose by 19 percent in
1984, and then increased by 5 percent during January-September 1985 compared
with the number of hours worked during the corresponding period of 1984,

1/ The difference between total compensation and wages is an estimate of
workers' benefits.
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Table 5.-—Average number of employees, total and production and related
workers, in U.8. establishments producing heavy-walled rectangular pipes and
tubes, and hours paid 1/ for production and related workers producing heavy-
walled rectangular pipes and tubes, 2/ 198284, January-September 1984, and
January-September 1985

: ) , . Jan.-Sept-——
Item ' 1982 1983 1984 -
" ‘ : 1984 1985
Average employment: ‘
All employees: : : : : :
Number e § 1,416 : 1,366 : 1,413 : 1,357 : 1,180
Percentage change——m- - 3/ -3.5 : +3.4 3/ :4/ ~13.0
Production and related : : : :
workers producing——
All products: : : : : :
Number : 1,058 : 1,028 : 1,117 1,039 : 895
Percentage change-———1 3/ -2.8 : +8.7 3/ 4/ -13.9
Heavy-walled rectangular : : ) : :
pipes and tubes: : : : : :
Numbe : 448 449 . 466 379 392
Percentage change@-—m: 3/ +0.2 : +3.8 : 3/ A/ +3.4
Hours worked by production : : : :
and related workers
producing heavy-walled
rectangular pipes and
tubes: : : _ : : :
NUmMb@ 1 —1,000 hoursg——: 780 : 765 908 : 581 : 612

Percentage change——mmmmmm | 3/ : -1.9 :  +18.7 : 3/ : +5.3

1/ Includes hours worked plus hours of paid leave time.

2/ Understated to the extent that all U.S. producers did not respond to the
Commission's questionnaires; producers providing usable employment data
accounted for 79 to 84 percent of reported production in all periods.

3/ Data for the previous year or comparable period of the previous year are
not available.

4/ January—September 1985 compared with January-September 1984,

Source: Compiled from data submitted in response to questionnaires of the
U.5. International Trade Commission.
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Table 6.--Wages and total compensation 1/ paid to production and related

workers producing heavy-walled rectangular pipes and tubes and labor
productivity, hourly compensation, and unit labor costs in the production of
hecavy-walled rectangular pipes and tubes, 2/ 1982-84, January-September
1984, and January-September 1985

Jan.-Sept-——
Item 1982 1983 1984
1984 1985
Wages paid to production and
related workers: L. : : : :
Valug-mmmm 1,000 dollars-—: 7,978 : 8,423 : 9,934 6,360 : 6,766
Percentage change—— . : 3/ : +5.6 :  +17.9 : 3/ : 4/ +6.4
Total compensation paid to
production and related
workers: : : : : :
Va lug--mmmmmms 1,000 dollars—: 10,448 : 10,703 : 12,618 : 8,925 : 9,500
Percentage change - 3/ : +2.4 @ +17.9 : 3/ : A/ +6.4
Labor productivity: : : . : :
Quantity- tons per hour-—: .3056 : .3940 : .A169 : .5022 : .5118
Percentage change-——mmmmem : 3/ : 428.9 +5.8 : 3/ : 4/ +1.9
Hourly compensation: 5/ : : :
Value per hour——: $10.23 : $11.01 : $10.94 : $10.95%5 : $11.06
Percentage change————mmmmwme : 3/ +7.6 : -.6 3/ : 4/ +1.0
Unit labor costs: 6/ : : : :
Value per ton——: $43.84 : $35.50 : $33.33 : $30.59 : $30.33
Percentage change : 3 : -19.0: -6.1: 3/ : & -.8

1/ Includes wages and contributions to Social Security and other employee

benefits.

2/ Understated or overstated to the extent that all U.S. producers did not

respond to the Commission's questionnaires; producers providing usable

employment data accounted for 79 to 84 percent of reported production in all

periods.

3/ Data for the previous year or comparable period of the previous year are

not available.

4/ January-September 1985 compared with January-September 1984.

5/ Based on wages paid excluding fringe benefits.

6/ Based on total compensation paid.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The average wage for production and related workers producing heavy-
walled rectangular pipes and tubes, which was $10.23 per hour in 1982,
increased by 8 percent in 1983, decreased by 1 percent in 1984, and then

"increased by 1 percent to $11.06 per hour during January-September 1985..

Labor productivity, which was 0.31 ton of heavy-walled rectangular pipes and
tubes produced per hour worked during 1982, increased by 29 percent to 0.39 ton
per hour worked in 1983, rose another 6 percent in 1984, and then increased by
2 percent during January-September 1985 compared with productivity in
January-September 1984. Unit labor costs decreased by 19 percent in 1983 to
$36 per ton and then decreased by another 6 percent in 1984; such costs
decreased by 1 percent from January-September 1984 to $30 per ton during
January—September 1985. '

Financial experience of U.S. producers

Seven firms, 1/ which accounted for 82 percent of U.S. producers' total
reported 1984 shipments of heavy-walled rectangular pipes and tubes, furnished
usable income-and-loss data on their operations producing these pipes and
tubes and on their overall establishment operations. Four of the seven firms
accounted for *¥¥ percent of 1984 shipments.

Heavy-walled rectangular pipes and tubes.—Net sales of heavy-walled
rectangular pipes and tubes grew from $127.5 million in 1982 to $133.5 million
in 1983, representing a S5-percent increase, and then jumped 24 percent to
$165.8 million in 1984 (table 7). During the interim periods' ended
September 30, sales rose slightly from $113.1 million in 1984 to $114.6
million in 1985.

The industry sustained aggregate operating losses in 1982 and 1984 and
reported nominal operating income in 1983. The operating loss in 1982 was
$11.6 million, or 9.1 percent of sales; in 1984, it was $2.2 million, or 1.3
percent of sales. Operating income in 1983 was $792,000, or 0.6 percent of
sales. During the interim periods ended September 30, operating income
increased from a loss of $1.1 million in 1984 to a profit of $2.0 million in
1985. The interim period operating margins in 1984 and 1985 were a negative
1.0 percent and a positive 1.7 percent, respectively.

In 1982, five of the seven producers reported operating losses compared
with two in 1983 and four in 1984. In the interim periods, five firms
reported an operating loss in 1984 and three did so in 1985,

Querall establishmant operations.-—Net sales of all products produced in
the establishments within which heavy-walled rectangular pipes and tubes are
produced increased from $242.9 million in 1982 to $255.1 million in 1983, or
by 5 percent, and then increased by 21 percent to $309.8 million in 1984
(table 8). During the interim periods ended Sceptember 30, sales slipped from
$262.2 million in 1984 to $251.2 million in 1985, representing a decline of
4 percent.

1/ The seven firms are % %* ¥,
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Table 7.-—Income-and—loss experience of U.S. producers on their operations
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producing heavy-walled rectangular pipes and tubes, 1/ accounting years 1982-84,

and interim periods ended Sept. 30,

1984, and

Sept. 30, 1985

1983

Interim period

ended Sept. 30—

ITtem 1982 1984
1984 1985

Net sales-——- —1,000 dollars—: 127,460 : 133,516 : 165,843 : 113,104 : 114,592
Cost of goods sold do 121,665 : 117,909 : 153,682 : 104,354 : 103,552
Gross profit do 5,795 15,607 : 12,161 : 8,750 : 11,040

General, selling, and : : : :

administrative expenses : ‘ : : =
1,000 dollars—: 17,421 14,815 14,380 : 9,897 . 9,057

Operating income or : . : : : :
(loss ) ~-1,000 dollars—: (11,626): 792 .: (2,219): (1,147): 1,983

Depreciation and amortization : : : : :
1,000 dollars—: 3,888 : 4,134 : 4,848 . 3,075 . 3,079

Cash-flow from operations i : . : : :
1,000 dollars—: (7,738): 4,926 : " 2,629 : 1,928 : 5,062

Ratio to net sales— ' : - : : : :
Gross profit————percent—: 4.5 . 11.7 7.3 : 7.7 9.6

Operating income or : : : : :

(loss) do (9.1): .6 (1.3): (1.0): 1.7
Cost of goods sold——do 95.4 88.3 : 92.7 : 92.3 : 90.4
General, selling, and : :

_administrative expenses : :
percent—: 13.7 11.1 8.6 : 8.7 7.9
Number of firms reporting o : : :
operating losses 5 : 2 4 : 5 : 3

1/ U.S. producers submitting usable data accounted for 82 percent of total
shipments of heavy-walled rectangular pipes and tubes in 1984, as reported in
responses to the questionnaires of the U.S. International Trade Commission.

Source: Compiled from data submxtted in response to questionnaires of the U.S.

International Trade Commlss1on



A-15

Table 8.——Income-and-loss cexperience of U.S. producers 1/ on the overall
operations of their establishments within which heavy-walled rectangular pipes
and tubes are produced, accounting years 1982-84, and interim periods ended

Sept. 30, 1984, and Sept. 30, 198%

Interim period

ended Sept. 30—

Item 1982 1983 1984
1984 1985
Net sales-wm —1,000 dollars——: 242,945 : 255,118 : 309,826 : 262,166 : 251,239
Cost of goods sold do : 229,877 ;226,750 : 281,485 . 236,222 : 229,068
Gross profit do 13,068 : 28,368 : 28,341 25,944 22,171
General, selling, and : : o
administrative expenses : : : : :
1,000 dollars-—: 29,497 . 25,556 . 26,823 21,223 . 20,166
Operating income or : . H : :
(loss ) —1,000 dollars—: (16,429): 2,812 : 1,518 : 4,721 . 2,005
Depreciation and amortization : : : S : '
1,000 dollars—: 8,176 . 7,676 . 9,179 . 6,686 . 6,846
Cash-flow from operations : ' : : e :
1,000 dollars—: . (8,253): 10,488 10,697 . 11,407 : 8,851
Ratio to net sales— - : : : :
Gross profit——— ~-percent—-: 5.4 : 11.1 : 9.1 : 9.9 : 8.8
Operating income or : : : : :

(loss) - do (6.8): 1.1 : .5 1.8 : .8
Cost of goods sold———do——-: ' 94.6 : 88.9 : 90.9 : 90.1 : 91.2
General, selling, and : : : :

administrative expenses : , : : :

percent—: 12.2 10.0 : 8.6 : 8.1 : .8.0
Number of firms reporting : ] : : :
operating lossesg— e 3 2 2 2 3

1/ U.S. producers submitting usable data accounted for 82 percent of total

shipments of heavy-walled rectangular pipes and tubes in 1984, as reported in
responses to the questionnaires of the U.S8. International Trade Commission.

Source: Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission.
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The firms incurred an aggregate operating loss of $16.4 million in 1982,
or 6.8 percent of net sales. 1In 1983 and 1984, the producers reported
~ aggregate operating incomes of $2.8 million and $1.5 million, respectively,
representing a decline of 46 percent in 1984. During the interim periods
ended September 30, operating income plummeted 58 percent from $4.7 million in
1984 to $2.0 million in 1985. The interim period operating margins in 1984
and 1985 were 1.8 percent and 0.8 percent, respectively.

Three firms reported operating losses in 1982, and two firms reported
such losses in 1983 and 1984. In the interim periods, two of the producers

had an operating loss in 1984, whereas three reported operating losses in 1985.

Capital expenditures and value of fixed assets.-—In 1982, six U.S.
producers made $*¥X% in capital expenditures for facilities used principally in
the production of heavy-walled rectangular pipes and tubes (table 9). Such
expenditures rose to $¥¥X in 1983, before dropping to $¥¥* in 1984. Capital
expenditures were $%¥% during January-September 1985, compared with $¥¥¥*
during the corresponding period of 1984.

The original cost of fixed assets employed in the production of heavy-
walled rectangular pipes and tubes rose from $68.8 million as of yearend 1982
to $85.3 million as of September 30, 1985. The book value of such assets was
$43.0 million as of September 30, 1985. ’

Consideration of Threat of Material Injury to an Industry
in the United States

Consideration factors

In its examination of the question of the threat of material injury to an
industry in the United States, the Commission takes into consideration such
factors as the rate of increase in LTFV imports, the rate of increase in U.S.
market penetration by such imports, the amounts of imports held in inventory
in the United States, and the capacity of producers in the country subject to
the investigation to generate exports (including the availability of export
markets other than the United States). A discussion of the rates of increase
in imports of heavy-walled rectangular welded carbon steel pipes and tubes and
of their U.S. market penetration is presented in the section of the report
entitled "Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and LTFV Imports."
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Table 9.--U.S. producers' capital expenditures and fixed assets employed in
the production of heavy-walled rectangular pipes and tubes, 1982-84, and
interim periods ended Sept. 30, 1984, and Sept. 30, 1985 1/

(In thousands of dollars)

. . , Jan.-Sept—
Item ©1982 1983 1984 -
) ' ’ 1984 T 1985
Capital expenditures:
All products: : :
Land and land improvements-—: AAR LU L L L L
Buildings and leasehold : :
improvements : LG L Lt Lt Lt
Machinery and equipment———: Lkl XX . xR *xx . bakakad
Total : 10,877 : 11,162 : 4,562 : 3,119 : 3,926
Heavy-walled rectangular : : : :
pipes and tubes: : :
Land and land improvements—: Lz L W L N
Buildings and leasehold : : :
improvements : L L W Lz Lo
Machinery and equipment-——-— : e . L fakakal fakakal fakakad
Total : FIIT T ) T Frr
Fixed assets employed in the
production of—
All products: : : : : :
Original cost :126,397 :138,820 :142,906 : 140,960 : 144,948
Book value : . 70,616 : 77,902 : 74,537 . 72,665 : 72,260
Heavy-walled rectangular : : : : :
pipes and tubes: : : : : :
Original cost . 68,847 . 79,133 : 81,159 : 81,713 : 85,273

Book value ' : 35,639 : 43,976 : 41,708 : 41,112 . 43,011

1/ Data are for 6 producers: ¥ % ¥,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

A-17



A-18

U.S. importers' inventories

The Commission sent questionnaires to 14 firms believed to have imported
the products subject to this investigation firom Canada. Eight firms,
accounting for 97 percent of imports of heavy-walled rectangular pipes and
tubes from Canada in 1984, responded to the questionnaire. Only two of the
eight (¥ * ¥) reported holding inventories in the United States of the subject
Canadian products, as shown in the following tabulation (in tons):

Inventories 1/
As of Dec. 31—

1982 . WK

1983 i

1984~ aiazd
As of Sept. 30—

1984 1NN

1985 IR

1/ Other firms reporting imports stated that they do not maintain
inventories. 1In response to a request by Mr. Reeves of the Commission's staff
at the conference in the preliminary phase of this investigation, Titan
reported that inventories held by its Canadian facilities amounted to ¥¥¥ tons
at yearend 1984 and ¥¥% tons as of Apr. 18, 1985. Titan also supplied '
estimated yearend inventories of *¥% tons in 1982 and *¥% tons in 1983, which
it indicates are believed to be accurate within approximately ¥¥¥ tons.

The Canadian heavy-walled rectanqular pipe and tube
industry and its capacity to generate exports

There are six major producers of heavy-walled rectangular pipes and tubes
in Canada. These firms are IPSCO, Prudential Steel, Inc., Standard Tube
Canada, Inc., Stelco, Inc., Welded Tube of Canada, Ltd., and Sonco Steel Tube
Ltd. (which produces the subject products for Titan for export to the United
States). These firms' production of heavy-walled rectangular pipes and tubes
increased by an average annual rate of 18 percent from ¥¥¥ tons in 1982 to ¥¥¥%
tons in 1985, and home-market sales rose by an average of 24 percent annually
from ¥¥X tons in 1982 to *¥% tons in 1985 (table 10). These firms' sales to
the U.S. market increased by an average annual rate of 22 percent from ¥¥*
tons in 1982 to ¥¥% tons in 1985; third country sales were negligible during
this period. Although capacity data are not available for the six firms,
three firms (Sonco, Standard Tube, and Welded Tube of Canada), which accounted
for ¥¥% parcent of 1985 production, reported an average annual increase in
production capacity of 4 percent from 1982 to 1985, as shown in the following
tabulation:

Item 1982 1983 1984 1985
Production capacity-———shott tong-— ¥¥* Wk alaid kel
Capacity utilization-——mme percent- ..... WWH HHN WK N
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These three firms have also submitted estimates for 1986 production based on
their business plans, which indicate a 5-percent increase in production, a
6—-parcent increase in U.S. sales, a 20-percent increase in domestic sales, a
12—-percent increase in production capacity, and an 8-percent increase in

capacity utilization.

Table 10.—Heavy-walled rectangular pipes and tubes: Canadian
production, domestic shipments, and export sales, 1982-85

Item : 1982 - 1983 1984 1985
Production-—mmm ——-short tons-——: L Lz Lz HHA
Domestic shipments do : L K *H¥ L
Exports to— : : B

United States-——short tons—: i laiar K 1/ *%x
Other do : 3,3 2 AWAR A3 2 KoKW

Total —" "] : XX B L 1/ ¥
17 ® % %,

Source: Compiled from data provided by counsel for Canadian producers.

Consideration of the Causal Relationship Between Alleged Material Injury
or the Threat Thereof and LTFV Imports

U.S. imports

Imports from all sources.—Aggregate U.S. imports of heavy-walled
rectangular pipes and tubes increased by an annual average rate of 35 percent
from 145,392 tons in 1982 to 264,099 tons in 1984; such imports during

January-September 1985 amounted to 208,399 tons, representing an increase of 4
percent above the level of imports in the corresponding period of 1984 (table

11). Japan and Canada were the first and second largest suppliers,
respectively, of imports of heavy-walled rectangular pipes and tubes in each
period, together accounting for over 90 percent of such imports.

Imports from Canada.—U.S. imports of heavy-walled rectangular pipes and

tubes from Canada increased from 64,239 tons in 1982 to 70,720 tons in 1983
and 100,858 tons in 1984; however, such imports during January--September 1985,

at 73,658 tons, were 2 percent less than the level of imports during the
corresponding period of 1984. Imports from Canada accounted for declining
shares of the total import market for heavy-walled rectangular pipes and tubes
during the period, with 44, 38, and 35 percent in 1982, 1984, and
January-September 1985, respectively.
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Table 11.—Heavy-walled rectangular pipes and tubes: 1/ U.S. imports for
consumption, by principal sources, 198284, January-September 1984, and

January-September 1985

) Jan.—-Sept—-
Source 1982 1983 1984
1984 1985
Quantity (short tons)
Canada 64,239 : 70,720 : 100,858 : 75,274 73,658
Japan 68,432 : 102,712 : 142,002 : 109,431 : 117,760
France 134 1,205 : 5,775 : 5,010 : 3,504
Spain 2,738 : 2,759 4,324 2,997 : 165
Finland 0 : 0 : 1,735 903 : 1,091
All other 9,849 : 7,105 : 9,404 7,372 . 12,221
Total 145,392 : 184,501 264,099 : 200,987 : 208,399
Value (1,000 dollars)
Canada 30,770 : 31,026 : 45,154 : 33,400 : 30,560
Japan 26,912 34,354 49,763 : 37,924 : 40,004
France 59 373 1,952 : 1,684 : 1,214
Spain 1,130 : 903 : 1,479 : 1,018 : 53
Finland - - 598 318 359
All other 5,039 2,637 3,223 2,497 4,004
Total 63,910 : 69,293 : 102,169 : 76,841 76,194
Unit value (per ton)
Canada $479 $439 $448 $444 $415
Japan-—- 393 : 334 350 : 347 339
France 439 309 338 : 336 : 346
Spain 413 327 342 340 : 319
Finland - - 345 352 : 329
All other 512 371 344 339 . 328
Average 440 : 376 : 387 : 382 : 366

1/ Includes imports under TSUSA item 610.3955.

Source: Compiled from official statistics of the U.S. Department of

Commarce.

Note.——Because of rounding, figures may not add to the totals shown; unit
values were computed from unrounded data.
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U.S. market penetration

Imports from all sources.—Market penetration of imports of heavy-walled

" ractangular pipes and tubes from all countries increased from 32.7 percent of
apparent U.S. consumption in 1982 to 37.6 percent in 1984; the market
penetration by imports during January-September 1985 was 36.0 percent,

compared with 37.3 percent during the corresponding period of 1984 (table 12).

Table 12.-~Heavy-walled rectangulér pipes and tubes: 1/ Ratios of imports
from Canada and all countries to apparent U.8. consumption, 1982--84,

January-September 1984, and January-September 1985

(In percent)

Ratio of imports to apparent consumption

Source f f : . Jan.--Sept-—
1982 1983 1984 ,
) ) 1984 : 1985
Canada : 14.4 : 12.8 : 14.4 : 14.0 : 12.7

All countrie s m—— : 32.7 33.3 : 37.6 : 37.3 : 36.0

1/ Includes imports under TSUSA item 610.3955.

Source: Tables 1 and 11.

Imports from Canada.-—Imports of heavy-walled rectangular pipes and tubes
from Canada dropped from 14.4 percent of consumption in 1982 to 12.8 percent
in 1983 and then returned to 14.4 percent in 1984; during January-September
1985 such imports from Canada accounted for 12.7 percent of consumption,
compared with 14.0 percent in the corresponding period of 1984,

The bulk of the imports of heavy-walled rectangular pipes and tubes from
Canada enter the United States through the Great Lakes States. Information
concerning the customs districts through which the subject imports firom Canada
entered the United States during January-October 1985, as compiled from
official statistics of ‘the U.S. Department of Commerce, is presented in the
following tabulation:
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. Share of total
Customs district : Quantity N

Cquantity
Short tons : Percent
Detroit, MI : 48,410 : 58.5
Buffalo, NY : 24,039 29.1
St. Albans, VT : 5,156 6.2
Ogdensburg, NY : 3,723 : 4.5
Great Falls, MT : 942 1.1
Pembina, ND : 273 .3
Seattle, WA : ’ 153 .2
Portland, ME e 29 : 1/
Cleveland, OH : 21 1/

Total : 82,747 : 100.0

1/ Less than 0.05 percent.

Note.—Because of rounding, figures may not add to the totals shown.

Prices

Heavy-walled rectangular pipes and tubes are generally priced on a
per-hundred—-feet basis. Although several U.S. producers distribute price
lists to their customers, the prices are often discounted to meet competitive
offers. U.S.-produced pipes and tubes are predominantly sold on an f.o.b.
mill or warehouse basis. The imported products under investigation are
normally sold freight equalized to competing U.S. production areas. For
example, the imported products are often priced on an f.o.b. Chicago basis,
although they are shipped directly from the Canadian mill. 1/ The customer
pays freight costs as though the products were shipped from Chicago. Formal
bidding is not the usual means of price competition for the pipes and tubes
under investigation.,

The Commission requested U.S. producers and importers to provide price
data 2/ on their largest sale in each quarter of each of four product
specifications to both a service center/distributor and an end-user
customer. 3/ The four product specifications are as follows:

PRODUCT 1.—ASTM A-8500, grade B structural tubing, carbon welded,
A-inch square, 1/4-—inch wall thickness, 24-foot to 40-foot
mill lengths. ,

1/ Transcript of the staff conferance, p. 145,

2/ These are f.o.b. mill net selling prices for U.S. producers and f.o.b.
Chicago, Detroit, or Buffalo prices (or delivered prices less U.S. inland
freight) for importers.

3/ The bulk of all sales are to service centers/distributors; during
198284, 64 to 67 percent of domestic shipments and ¥¥¥ percent of importers'
shipments were to service center/distributor customers.
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PRODUCT 2.--ASTM A-500, grade B structural tubing, carbon welded,
6—inch square, 1/4-inch wall thickness, 24-foot to 40-foot
mill lengths.

PRODUCT 3.—ASTM A-500, grade B structural tubing, carbon welded,
8~-inch square, 1/2-inch wall thickness, 24-foot to 40-foot
mill lengths.

PRODUCT 4.—ASTM A--500, grade B structural tubing, carbon welded,

2—inch by 4—inch rectangular, 1/4-inch wall thickness, 24-foot
to 40-foot mill lengths.

Eight U.S. producers reported usable selling price data on the products
for which information was requested. 1/ The eight U.S. producers accounted
for approximately 88 percent of the total reported U.S. producers' shipments
of heavy-walled rectangular pipes and tubes in 1984. Three importers of such
products from Canada provided usable price data. These importers accounted
for approximately *¥¥ percent of the tonnage of products under investigation
imported from Canada in 1984. 1In addition to presenting Canadian price data
in the aggregate, pricing data are also shown separately for Titan Industrial
Corp., the largest importer of these products from Canada and the only
importer specifically named in the petition. 2/

Price trends—U.S. and Canadian price trends for the four product
specifications for which data were requested were very similar. 3/ Both U.S.
and Canadian prices generally remained level or increased from the beginning
of 1983 through late 1984 and then decreased through 1985. Details of the
price movements for each of the four product specifications are discussed
below.

The weighted-average net selling prices reported by U.S. producers and by
importers for product 1 are shown in table 13. U.$. producers' quarterly
selling prices per hundred feet of domestically produced product 1 to service
centers/distributors fluctuated between January 1983 and September 1985. The
price stayed between $¥¥XX and $%¥% from January 1983 to March 1984, then
increased to $*¥* during July-September 1984, before falling to $¥¥* in the
corresponding period of 1985, or almost 3 percent below the price during

January-March 1983,

1/ Several U.S. producers, including % ¥ % and ¥ % %, which were reported by
respondents to be low-price leaders in the U.S. market, were sent question-
naires but did not provide selling price data to the Commission.

2/ As indicated previously, the Department of Commerce found a weighted-
average LTFV margin of 0.65 percent on sales by Titan, which accounted for
about 80 percent of Canadian exports of the products under investigation to
the United States during the period examined by Commerce.

3/ Because Canadian weighted-average prices are based on the responses of
only three importers, some of the guarter-to-quarter changes in the price
series result from different respondents, or changes in the weighting of the
responses, rather than price changes.
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Table 13.-—Product 1 sold to service centers/distributors and end users: 1/
U.S. producers' and importers' weighted-average net selling prices for sales
of domestic product and for sales of imports firom Canada and the net selling
prices for sales of Titan imports, and margins of underselling or
(overselling) by imports from Canada, by quaiters, January 1983-

September 1985

(Per hundred feet)

Canadian product

) f Total, Canadian product | Titan product
. : o :
Period : U'ol : : Margin of : : Margin of
product . : .
. : . : underselling or: . : underselling or
price Price . Price : .

: (overselling) : :_(overselling)
" Amount | Per— © ' Amount | Per-
: : cent : : __cent

For sales to service centers/distributors

1983: : : : : : : :
Jan . —Ma ! et $O6 : e 5.8 ¢ HIEE . ek . W
Apr.—-June——: Lo L Ll L2 5.1 ¢ L R 1 AR
July-Sept-——: L L Lt 6.2 : L L H¥0e
Oct.-Dec—r: L L L Lzl 7.3 : Ly L2 L
1984: : : : : : : : :
Jan . -Mar———--: s Ll R (1.3): NN Ll L akadad
Apr.-June——: L Lros Lapaa B 7.7 a0 L 0K,
Ju 1y._3eptm‘. . W . W . L 2,23 : .5 N B W : N
Oct.-Dec-——: Lt B e . (2.4): L Larar Ly
1985: : : : : o :
Jan . M e— W . 22, e . (.3): W . N ¥
Apr . —June-———: L L e . (13.7): L L I Llald
July-Sept-m : Lz Loz L S 1.0 : L L L L
fFor sales to end users
1983 : : : : : :
Jan . ~Mar-———: C L [ L NN . 14,6 PR $rde L
Apr . —June-—! WHK . WHN . NN 1.4 : - 3.2 WK RN
July-Sept-m—: e . WM e . (1.9): b WM - WA
Oct . —De . WHN NN . K . (3,0): WK . WHK W
1984 : : : : :
Jan , ~Mapr- ;. balarad WX *%X ;. (5.6): Lk WHK WK
Apr. ~June-——: B e X . (4.8): L L Lt L
Ju ly...sept ........... . W WHN . HW¥ - (5 s 7) . HHK . I . £330
Oct . ~DQ g e ® bz Wi nX¥ . (2.3): N¥¥ . Az baa
1985: : : : : :
R P P— KN NN o (O .6): NN % N
Apr . —June--—- ! WK WK *¥% . (7.2): WK L L bl
July—Saptm—: HHH WHN W% . (6.7): WHH HWHH i

1/ Product 1 is ASTM A-500, grade B, 4-inch square, 1/4-inch wall thickness
structural tubing.
. . . ¥ . A-24
Source: Compiled from data submitted in response to questionnaires of the
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The Canadian price per hundred feet of product 1 to service centers/
distributors followed a similar trend over the period, staying in the $¥¥¥
range through 1983, then increasing to a high of $X¥¥% during July-—-September
1984. The price then fell to $¥¥% during July-September 1985, vyielding -an
overall increase of 2 percent over the January-March 1983 price level.

Neither U.S. nor Canadian prices of product 1 to end users followed any
discernible single trend over the period for which data were requested.
Except for the first quarter of 1983, U.S. prices were fairly stable for most
of the period before declining sharply in 1985. The Canadian prices were
stable or rising and their decline was more gradual.

The weighted-average net selling prices reported by U.S. producers and
importers for product 2 are shown in table 14. U.S. producers' quarterly
selling prices per hundred feet of domestically produced product 2 to service
centers/distributors fluctuated between $*%¥% and $¥¥¥ through March 1984, The
price then increased to $¥¥* during April-June 1984 before decreasing to §¥¥*
during July—September 1985, about 5 percent below the January-March 1983
level. The Canadian price of product 2 to service centers/distributors
fluctuated quite a hit, increasing from $*¥% during January-March 1983 to $¥*x¥
during July-September 1983, and then decreasing to $X**%* during the October
1983-March 1984 period. The Canadian price then increased to $¥¥¥ during
October-December 1984, hefore falling to $*¥¥ during July-September 1985,
vielding an overall increase of 11 percent during the subject period. U.S.
and Canadian prices of product 2 to end users followed approximately the same
trends as did prices of this product to service centers/distributors.

The weighted--average net selling prices reported for product 3 by U.S.
producers and importers of this product from Canada are shown in table 15.
U.S. producers' quarterly selling prices per hundred feet for product 3 to
service centers/distributors decreased from $¥¥% during January-March 1983 to
$X%% by the end of that year before rising through 1984 to $*¥* and then
falling in the first quarter of 1985 (the last quarter for which data on this
product were requested) to $¥X¥, representing a 3-percent increase for the
entire period. Prices of imports from Canada of product 3 to service
centers/distributors experienced a similar pattern, falling from $X¥¥ in the
first quarter of 1983 to $%¥X% the next quarter, rising erratically to $¥%¥ by
the end of 1984, and then falling to $¥¥¥ during January-March 1985, for a
2-percent decrease over the period investigated. Prices of this product to
end users fluctuated considerably over the period, showing no clear trend.

The weighted-average net selling prices reported for product 4 by U.S.
producers and importers of this product from Canada are shown in table 16.
U.S. producers' and importers' quarterly selling prices for product 4 to
service centers/distributors showed little movement over the period. U.S.
producer prices per hundred feet fell from $*¥X% to $¥XX by the end of 1983,
increased to a high of $¥%% in mid-1984, and then fell gradually to $¥¥¥*
during July-September 1985 for an overall reduction of 3 percent. Canadian
prices to service centers/distributors decreased from $¥¥%¥ during the first
quarter of 1983 to $*¥% in the corresponding period of 1984 before reaching a
high of $¥¥% in January-March 1985, but then fell to $X¥¥* during July-
September 1985, essentially the same price as when the period began. Prices
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Table 14.—Product 2 sold to service centers/distributors and end users: 1/
U.5. producers' and importers' weighted-average net selling prices for sales
of domestic product and for sales of imports from Canada and the net selling
prices for sales of Titan imports, and margins of underselling or
(overselling) by imports from Canada, by quarters, January 1983-

September 1985

(Per hundred feet)

Canadian product

) | Total, Canadian product | Titan product
Period : u.S. : : Margin of : : Margin of
product : . . Sy
: price Price : underselllvg ol price underselllﬁg or
: (overselling) : : _(overselling)
© Amount t.Per- " Amount | Per-
: : cent : ¢ cent
For sales to service centers/distributors
1983: : e : : : . :
Jan ., ~Marmm—— P0E . G . G 17,3 R L N 1 NN
Apr.-June——: b L ks 8.6 : AR L AN
July-Sept—=: Lu L 06 e o (1.0): e Lt L
Oct.-Dec——: Lo L W% 4.2 : L L ¥k
1984: : : : o
Jan . -Mar-———: Rara L W 6.9 : WA L L L
Apr.-June——: L ¥k ek 3.9 : L L N
July—-Sept—-: Lk ez s b (2.9): AWK b A
Oct.--Dec L L ek . (2.0): L L L
1985: : : ' :
Jan.-Mar 6 L L 2.7 : xR L LuLg
Apr.—June—-: L Lz L 2.6 K WX el
July-Sept-——: LT L L 3.6 NN LU HHk
For sales to end users
1983: : : : : : :
Jan . ~Mar-————: $ree . 06 . X . 6.2 $roe . G L
Apr.—~June——: HHR kL % ;6.4 L baland AWK
July-Sept-——: L L L L X . 2.8 L L L K
Oct.—-Dec-—n: L adar B WX . (2.8) L e Lk
1984 : : : : : : :
Jan.-Mar——--: L Ll *% . 9.3 L L AW
Apr . ~June-—: R Ly ®HR 15,2 b L L
July-Sept—-: AWK AWK *% . (5.1) ¢ L L W
Oct.-Dec-mm : L L L X (2.5) ¢ Lt L L L
1985 : : _ : : :
Jan . ~Mar— : L *0k ¥ 4.0 L L L
Apr . ~Jung—-—-: N LU X . 4.7 WX L ¥
July-Sapt-——: L L Laar X . 1.3 L R L

1/ Product 2 is ASTM A-500, grade B, 6-inch square, 1/4-inch wall thickness
structural tubing.
. . . . . A-26
Source: Compiled from data submitted in response to questionnaires of the
U.s. International Trade Commission.
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Table 15.—Product 3 seold to service centers/distributors and end users: 1/
U.8. producers' and importers' weighted-average net selling prices for sales
of domestic product and for sales of imports from Canada and the net selling
prices for sales of Titan imports, and margins of underselling or
(ovaerselling) by imports from Canada, by quarters, January 1983-March 1985

(Per hundred feet)

Canadian product

) Total, Canadian product Titan product
Period ., U.S. Margin of ' : Margin of
product : de 11i : : derselling or
price " Price sounderseliing ori o, ee » underse 9
- (overselling) : :  (overselling)
Amount Per- " Amount Per-
. cont : : cent
For sales to service centers/distributors
1982 : : : : : : :
Jan . ~Mar-——: LT L FH¥X . (0.9): e . $IHR HHH
Apr.—June—-: L ka2 XX . 8.0 ;. ¢ KHX *AK WK
July-Septe——: Lz L xX¥€ . 3.8 L Laiar KKK
Oct.-Dec—: HR WK *HX . (4.8): *AX L WK
1984 : : : : : : :
Jan . -Mar-—- HHH WK WX . (,5): XK *AA WK
Apr. ~June——: B L Lot XX . 5.6 Lt L L
July-Sept-—: L L L WX . 7.3 WX WK W
Oct.-Dec-——: Lt L X . 4.2 Lo L L
1985 : : : : : : :
Jan. -Mar-——: XX . N - MK L 4.2 Lt L Lt
For sales to end users
1983: : : : :
Jan . ~Mar--——: Free . K . $rxx . 4.8 2/ 2/ 2/
Apr . —June--: AN L W% . 5 4 E L ek Ll
July~Sept-—: L N X¥% ¥ . 13,3 bl b L
Oct.-Dec—mr: AWK R X . 6.0 WA, WA, L
1984 : : : : : : :
Jan . -Mar-—- Rz *x¥ % . (3.3): L2 L L
Apr.~-June-—: HHH e wHX . (3.3): HHN L L
July-Sept-—: akat X *x% . g 2 kot B AR alakad
Oct.--Dec-~: L LG wxX . (5.3): L R L
1985 : : : : : : :
Jan . ~Matree—— e . AN - ¥ . 0.4 : WHH . WHH . N

1/ Product 3 is ASTM A--500, gréde B, 8-inch square, 1/2-inch wall thickness
structural tubing.
2/ Not reported.

Source: Compiled from data submitted during the preliminary investigation in
response to questionnaires of the U.§. International Trade Commission.
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Table 16.-—Product 4 sold to service centers/distributors and end users: 1/
U.S. producers' and importers' weighted-average net selling prices for sales
of domestic product and for sales of imports from Canada and the net selling
prices for sales of Titan imports, and margins of underselling or (over
selling) by imports from Canada, by quarters, January 1983-September 1985

(Per hundred feet)

Canadian product

) " Total, Canadian product | Titan product
Period : U‘S', : : Margin of : : Margin of
product | . ; . . i
price ' Price underselllpg or: price underselllpg or
: : :__(overselling) (overselling)
: : . Per—- : : Per-
: : Amount : cent : Amount . cent
. For sales to service centers/distributors
1983: : : : : :
Jan.-Mar Sk $x . Gk ;5.7 e . PNk Ll
Apr.—June—-—: L Li L Laia 2 5.8 : L L Lapa HH
July-Sept—=: L L L 6.1 : L R L L]
Oct.—-Dec——-: Ltz Ll r ek 1.0 : ek Ll S o
1984 : : : : : : ;
Jan.-Mar———: L Lokt L 5.6 : Lt K W
Apr.-June-—: L L Lt 7.6 : L L Lt
July—-Sept—--: Li L Lpa 2 S Lap L 5.7 : Lada i Ll Lalald
Oct.~-Dec L L LU 6.9 : LLL L L
1985: : : : : : :
Jan.-Mar: L L L Lz 1.7 : Lt L L
Apr.—June—--: L L L L Lz 5.1 : L L L Laiaid
July._Sept.m: L3, A WA MM 3.1 : b2, 7 KR . HHH
For sales to end users
1983 : : : : : : :
Jan . -Mapr———: $wx . 2/ 2/ 2/ 2/ 2/ 2
Apr . —June——: e $HNR : GMAX ;4.8 C L I T balelel
July—-Sept-——: XX Lz wnX . (7.6) L Eaka L
Oct.—-Dec—: Lz 2/ : 2/ : 2/ : 2/ : 2/ : 2/
1984; : : : : : : :
Jan . ~ M@ t HHR L *AR ;. 3.8 Lia L L Ll
Apr . —June~-——: XX L wX% . 7.8 "XX L Lt
July—-Sept—---: B *HH N (3.3) Ll L X N
Oct . ~DeCrmmmm . HHW HAHR wNX . 2.8 AN XX RN
1985: : : : : : : :
Jan . ~Marrm—t HHAR WK *%% : (5.9) RHR IVITIN. NN
Apr . —Jun@--—-- L L A% . 5.5 L LU L W
6.8 *HH HHH . NHW

July—-Sept-—: NN ANK AR

1/ Product 4 is ASTM A-500, grade B, 2-inch by 4-inch rectangular, 1/4-inch
wall thickness structural tubing.

2/ Not available

Source: Compiled from data submitted in response to questionnaires of the A28
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to end users followed similar trends, declining until early 1984, reaching
highs in late 1984, and then declining through the remainder of the period
examined.

Price comparisons—Price comparisons were computed from data received in
response to the Commission's questionnaires for sales to service centers/
distributors and end-user customers in each quarter from January 1983 to
September 1985 for three product specifications (to March 1985, based on
questionnaire responses from the preliminary investigation, for a fourth).
Fifty—~four of the 82 comparisons of the weighted—average prices indicated
lower prices for the Canadian product, by an average margin of 6 percent. In
the remaining 28 price comparisons, the imported pipes and tubes were priced
an average of 4 percent higher than comparable U.S.-produced pipes and tubes.
Over the 82 comparisons, the Canadian price was, on average, 2 percent lower
than the U.S. price. However, given that a range of prices was obtained from
both U.S. producers and Canadian importers, in only about one-fourth of the
comparisons (22 of 82) were all Canadian prices lower than all U.S. producer
prices; in almost two-thirds of the cases (52 of 82) these price ranges
overlapped.

In order to better gauge the nature of price competition in the market,
questionnaires were sent to 70 purchasers (customers of both petitioners and
respondents in this case), of whom 28 responded. They were asked some general
questions about the market as well as detailed price data for the four product
specifications given above. For each quarter from January 1983 through
September 1985, they were asked to report the price paid (including delivery
charges) for their largest purchase of each product from U.S. producers,
importers of Canadian products, and importers of such pipes and tubes from
other countries. The results are summarized in the tabulation below and
discussed in the following pages: 1/

Imports as a share of Increased Decreased No change

total purchases: . '
From Canada Percent— 27 36 36
From other countries do 13 13 75

1/ Due to rounding, totals may not add to 100 percent.
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Foreign—made product purchased at

a lower price than that offered Never Sometimes Often Always
by U.S. producer: :
Canadian product Percent—— 19 67 10 5
Other country product- do 0] 25 38 38

Would have purchased foreign-made product
if U.S. price was comparable:
From Canada Percent— 50
From another country do 33

For quarters in which a purchase of the same
product was made from both a U.S. producer

and an importer of Canadian products, the Freguency Margin
frequency and margin in which the-—
Price of a large purchase from Canada lower——Percent— 38 4.6
Price of a large purchase from Canada higher-———dQww—— 44 . 4.1
Prices identical do 18 -

Overall price comparisons, average margin: A
Prices of products from Canada were 0.02% higher than U.S. producer prices

The purchasers responding seemed not to have experienced major changes,
on average, in their sources of heavy-walled rectangular welded tubing over the
period examined. While 81 percent had purchased at least some tubing from
Canada at a lower price than offered by a U.S. producer, all those purchasing
from third countries (mostly Japan) reported purchasing at lower prices than
offered by a U.S. producer. Consistent with the comments of purchasers (to be
discussed below) concerning the importance of ¥ % %'s quality of service as a
purchasing consideration is the fact that almost half of the purchasers
reported that they would have purchased the Canadian product even if the U.S.
price was comparable. In terms of the quality of the products themselves
(apart from delivery and other service considerations), there was near
unanimity that all products sold in the U.S. market were equivalent.

Seventeen of the respondents provided price data; of these, 15 were able
to provide price comparisons between U.S.— and foreign-produced purchases in
at least some quarters for at least one of the four products specified.
(Twelve of these purchasers were service centers/distributors, while the other
three were end users.) There were a total of 221 purchaser/product/quarter
observations. In 85 (or 38 percent), the Canadian price was lower than the
U.S. producer price; in 39 (or 18 percent), the U.S. and Canadian prices were
identical; and in 97 (or 44 percent), the Canadian price was higher than the
U.S. price. When it was lower, the price of Canadian-produced goods was an
average of 4.6 percent below the price of U.S.—produced items; when it was
higher, the average margin was 4.1 percent. Averaged over all 221 comparisons,
the price of imports from Canada was virtually identical (0.02 percent higher)
to that of the comparable U.S. product. (Additionally, purchasers reported
that in 80 percent of possible comparisons the price of imports from a third
country-—usually Japan——was lower than either the U.S. or Canadian prices.)
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Few purchasers reported price data over the entire period requested.
However, the limited information available suggests similar trends in prices
of products from U.S. and Canadian sources-—fairly steady or slowly increasing
through 1983 and into 1984 and then falling beginning in late 1984 or early
1985. This generally agrees with the trends in reported producer and importer
prices discussed above. The highly competitive nature of the domestic market
for these products, attested to by numerous customers as well as producers, is
reflected in the mixed pattern of prices of U.S. producers and Canadian
importers revealed in the information gathered both from the producers and
from purchasers. Some of the time one source has the lowest price, some of
the time the other does, but on average their prices are quite similar.

Representatives for Titan stated at the hearing that Titan competes in
the U.S. market largely on the basis of such nonprice factors as delivery,
product availability, quality, and service. 1/ However, counsel for the
petitioners contends that "A number of the 'non-price' factors cited by
purchasers for buying Canadian rather than domestic H-WR tubing are in fact
price factors. Services provided for free that cost the seller money and are
usually charged for are not non—-price factors." 2/

Counsel for respondents provided the Commission with letters from * ¥ %
and sworn testimony from ¥ ¥ ¥ and from several customers attesting to the
excellent service provided by Titan. These letters and testimony suggest
that, even if U.S. producers were to offer the same kinds of services, they
(the purchasers) would be reluctant to break away from the reliable source of
supply offered by Titan, and note that they often pay a premium over available
U.S. prices to deal with Titan.

A customer of ¥ % ¥,  another Canadian company, % % ¥, provided a letter
stating that Canadians are not underpricing American producers of the products
under consideration and that an American producer led the price cut occurring
in the industry in March of 1985. Another customer, Dennis Wodarski of Thrall
Car Manufacturing Co., testified at the hearing that a major explanation for
his purchases from Titan is their willingness to "roll and hold," that is, to
take an order, roll the product and keep it in their warehouse until needed by
Thrall, at which point the needed quantities are shipped (and only invoiced
then) on 1-day notice. At the hearing, Mr. Wodarski was asked about a similar
program provided by Copperweld, one of the petitioners. In a subsequent
telephone conversation he explained that * ¥* ¥,

In connection with lost sales allegations and purchaser questionnaires,
at least 10 customers of the products under investigation were contacted by
telephone by the Commission staff and asked to describe the nature of the
market and the pricing practices of the U.S. producers and Canadian
importers. In these discussions, the consensus emerged that the market is
highly competitive and would be so even in the absence of LTFV imports from
Canada. The purchasers more often characterized the U.S. producers as more
aggressive price cutters than the Canadians, viewing the prices of Canadian
imports as more likely to follow than to lead. Several purchasers noted that
a large buyer could obtain roughly the same price from any major mill (U.S. or

1/ Transcript of the hearing, pp. 47-55.
2/ Petitioners' prehearing brief, p. 9.
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Canadian)—and often a lower price from smaller U.S. producers-and that is
why service considerations can put Titan at an advantage. 1/

In their prehearing brief and at the hearing, petitioners claimed that
the range of services provided by Titan adds to the cost, but whereas
U. S.producers charge for these services, Titan does not. 2/ Although the
added cost of many of these services may be small and difficult to quantify,
to the extent no explicit charge is made for them by Titan the firm's
customers may recceive more value for their purchase price than do purchasers
of U.S. products. 3/

Transportation costs

U.S8. producers of heavy-walled rectangular pipes and tubes are
concentrated in the Midwest (primarily the Chicago area) and along the west
coast. Imports of these pipes and tubes are sold predominantly in the
Northeast, Southeast, and Midwest. IPSCO, an importer of ¥¥¥* the subject
products, markets the Canadian products in the Dakotas, Montana, Wyoming, and
Utah. 4/

Trucking is the primary mode of transportation for heavy-walled
rectangular pipes and tubes. Although transport costs are a major concern
when marketing or purchasing heavy-walled rectangular pipes and tubes, there
is reportedly no significant difference in transport costs when comparing the
products of major U.S. producers located in the Midwest with most Canadian
imports. 5/ U.S. inland transportation costs reported by the importers of the
Canadian tubing ranged from 4 percent to 14 percent of the delivered price to
U.S. customers. Transportation costs reported by U.S. producers ranged from
3 percent to 13 percent of the delivered price to U.S8. customers.

1/ This agrees with the presentation of Dr. Robert Leone, an economic
consultant who testified at the hearing on behalf of Titan. Given excess
capacity in the U.S. industry and the competitive nature of the market, Dr.
Leone claimed that increases in imports from Canada, while they would reduce
the sales of the U.S. producers, would have no impact on prices and little
effect on profitability. Transcript of hearing, pp. 68-76.

2/ Prehearing brief, pp. 9 and 10; transcript of the hearing, p. 7.

3/ Titan, in a submission dated Jan. 16, 1986 (responding to a question from
Commissioner Lodwick), argues that intangible marketing services involve no
extra cost to Titan and that most tangible services require no additional
costs "compared with the traditional manner of producing and distributing
rectangular structural tubing." The tangible services cited by Titan as "key
factors in the customer's decisions to purchase from Titan instead of domestic
companies" are: (1) shorter cycle times on rollings, (2) better lead time on
coil, (3) access to overnight slitting, (4) smaller minimums on subject-to-
accumulation sizes, (5) mitre cutting, (6) overnight delivery, (7) full product
range and sizes the customers want, (8) reliable supply, (9) just-in-time
inventory, and (10) no over shipping. The only cost assigned to any of these
intangible services was $¥%% per ton for mitre cutting, which Titan stated was
added to the price that is quoted to the customer. '

4/ Transcript of the conference in the preliminary investigation, p. 79.

5/ Ibid., pp. 70 and 144,
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Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
~ during the period January 1982 through September 1985, the nominal value of
the Canadian dollar depreciated relative to its U.S. counterpart by 11.1
percent (table 17). 1/ Because the level of inflation was appreciably higher
in Canada than in the United States over this period, the Canadian real
exchange rate (the international purchasing power of the Canadian currency)
depreciated by only 2.8 percent relative to the U.S. dollar--significantly
less than the commensurate apparent nominal depreciation of 11.1 percent.

Table 17.—U.S.~Canadian exchange rates: 1/ Indexes of nominal-exchange-rate
equivalents of the Canadian dollar in U.S. dollars, real-exchange-rate
equivalents, and producer price indicators in the United States and Canada, 2/

by quarters, January 1982-September 1985

: U.s. : Canadian Nominal~- : Real~
Period : producer producer exchange- : exchange--
: price index : price index : rate index : rate index 3/
: : i US$per Can-m
1982: : : : :
January-Marrche-mm. - 100.0 : 100.0 : 100.0 : 100.0
Apri l-Juneg-w-. : 100.1 : 101.9 : 97.1 : 98.9
July—September—— : 100.5 : 102.7 : 96.7 : 98.8
October-December - - 100.6 : 103.1 98.2 100.5
1983 : : : :
January-March- — 100.7 103.8 98.5 : 101.5
April-June— - ! 101.0 : 105.3 98.2 : 102.4
July—-September: : 102.0 : 106.2 98.1 : 102.1
October-December——: 102.5 : 106.6 : 97.6 : 101.5
1984 : : : :
January-Marchy- . ; 103.6 : 108.4 96.3 : 100.7
APri 1-June . - 104.3 : 109.7 93.5 : 98.3
July-September—— : 104.1 : 110.4 ; 92.0 : 97.6
October-December——: 103.8 : 110.6 : 91.7 : 97.8
1985 : : : :
January—Marchemmmm— 103.6 : 111.8 : 89.3 : 96.4
ﬁpri 1~“June.‘ ................................... : 103.7 112.% : . 88.3 95.8
July-Septemberm: 103.1 : 4/ 112.7 88.9 . 97.2

1/ Exchange rates expressed in U.S. dollars per unit of Canadian currency.

2/ Producer price indicators—intended to measure final product prices-—are
based on average quarterly indexes presented in line 63 of the International
Financial Statistics.

3/ The real value of a currency is the nominal value adjusted for the
difference between inflation rates as measured here by the producer price
indexes in the United States and Canada. Producer prices in the United States
increased by 3.1 percent from January 1982 through September 1985 compared
with a 12.7-percent increase in Canada during the same period.

4/ Preliminary.

Source: International Monetary Fund, International Financial Statistics,
November 1985,
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Lost sales

The Commission received 26 specific lost sales allegations from 5 U.S§.
producers, involving 21 purchasers 1/ to which they had allegedly lost sales
to imports from Canada. The allegations amounted to 32,115 tons of
heavy-walled rectangular pipes and tubes and covered the period May 1983
through March 1985. The Commission staff, in the preliminary case,
investigated 20 of thesé allegations, involving almost 28,000 tons. The only
major new allegation for the final case, of a lost sale of ¥¥¥ tons, was also
investigated. 2/ Details of the allegations are discussed below.

**% was cited in two lost sales allegations totaling *¥¥ tons during 1984
and 1985. ¥¥%, product manager for the firm, confirmed having purchased
approximately ¥¥¥ tons of Canadian heavy-walled rectangular tubing in 1984 and
approximately ¥¥¥ tons during January-March 1985, ¥*%% gstated that his primary
reasons for purchasing the imported product were reliability, superior
quality, shorter delivery time, and service. He noted that price is a
consideration and that the U.S. and Canadian prices were approximately equal
at most times. He also stated that if price were his primary concern he was
certain that, given ¥¥¥, he could easily negotiate a lower price with most
U.S. producers. He cited *¥% and *¥¥ as price leaders in the U.S. market.

*¥%, located in %%, was cited in ¥*% Jost sales allegations totaling
*¥%% tons during 1984 and 1985. ¥¥%, structural tubing manager for the firm,
stated that *¥¥ tons was the firm's approximate annual requirement of
heavy-walled rectangular tubing. A substantial part of the requirement was
supplied by Canadian—produced tubing, but *¥X was unable to estimate the
quantities of the Canadian product purchased. %% noted the Canadian
product's better delivery time, availability, and lower delivered price to
many of the firm's delivery points as the primary reasons for purchasing the
imported tubing. ¥*¥¥ reported that U.S. mills and Canadian producers were
alternately price leaders in the U.S. market over the past 3 years.

XXX, located in *¥%, was cited in a lost sales allegation totaling
*%% tons during 1984. ¥XX, purchasing manager for the firm, confirmed that
the firm had purchased approximately ¥*¥¥ tons of Canadian-produced heavy—
walled rectangular tubing in 1984, ¥X¥ stated that the product's lower
delivered price was his primary reason for purchasing the imported tubing. He
cited two U.$. mills, X*%X¥% and XX* as price leaders in the U.S. market.

*XX, a service center/distributor in *¥%, was cited in a lost sales
allegation totaling %% tons in 1984. ¥¥¥, director of purchases for the
firm, confirmed purchasing an estimated *¥* tons of Canadian heavy-walled

v

1/ Based on a listing of ¥*¥¥ transactions used by the Department of Commerce
in its LTFV calculations, the staff can identify 11 of these purchasers as
having been found by Commerce to have made some purchases at LTFV prices
during October 1984-March 1985. We cannot, however, generally determine if
the specific lost sales alleged were made at LTFV.

2/ In addition, for the final case one U.S. producer repeated its allegation
that %% tons of annual requirements of customers were lost in 1985 as well as
in 1984 (as previously alleged).
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rectangular tubing in 1984. He noted that his firm purchases X¥% percent of
its tubing requirements from U.S. mills and purchases the Canadian product
solely on the basis of its availability. He stated that the Canadian
delivered price is usually higher than that of comparable U.S. material, and
cited X% and X%% as price leaders in the U.S. market.

XXX, a service center/distributor in ¥%X, was cited in a lost sales
allegation involving *%¥ tons in 1984. ¥¥%, a purchaser for the firm,
confirmed purchasing approximately ¥¥% tons of the Canadian product in 1984,
He cited the imported product's delivered price, which he estimated to be
X*¥X% percent lower than comparable U.S. prices, as his primary reason for
purchasing the Canadian tubing. X¥¥ cited X¥X and %% as price leaders in the
U.S. market.

**%, located in ¥¥%, was cited in a lost sales allegation that occurred
in 1984 involving an estimated *¥% tons of various size heavy-walled
rectangular pipes and tubes. The alleged rejected price quote was $%¥X per
ton and the alleged Canadian price accepted was $¥¥X per ton. ¥¥% confirmed
that he does buy from Canadian suppliers and also from various U.S. producers;
he did not quantify the amount purchased from Canadian suppliers. Price is
the most important factor in determining which firm gets ¥¥¥'s business,
according to ¥¥¥; occasionally delivery time is a factor but most sales are on
the basis of price. ¥¥¥% stated that he never tells a supplier the identity of
another supplier that has given him a lower bid, so he doesn't know how any
U.S. firm can claim to have lost a sale to a Canadian supplier. ¥¥X stated
that *¥* had lower prices than *¥¥; until recently, when *¥% lowered its
prices, it was not price competitive, according to ¥¥¥,

®¥%, a service center, located in %%, was cited in a lost sales
allegation that occurred in 1984 involving an estimated ¥XX tons of various
size heavy-walled rectangular pipes and tubes. The alleged rejected price
quote was for $¥¥% per ton and the alleged Canadian price accepted was §¥¥k
per ton. Although *¥¥, purchasing agent for *%%, was unable to confirm any
specific lost sale to any single U.S. firm, she stated that *¥% did buy about
*¥% tons of Canadian heavy-walled rectangular pipes and tubes from ¥¥¥ during
1984, ¥%% stated, however, that if the Canadian material had not been bought,
the sales would normally have been divided up among several U.S. fir<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>