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UNITED. STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

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

CERTAIN WELDED CARBON STEEL PIPES AND TUBES FROM TURKEY AND THAILAND

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, g/‘pursuant to section 705(b) of the Tariff Act of
1930 (19 U.S.C. § 1671d(b)), that an industry in the United States is
materially injured, or threatened with material injury, by reason of imports
from Turkey of welded carbon steel standard pipes and tubes, 3/ which have
been found by the Department of Commerce to be subsidized by the Government of
Turkey. Chairwoman Paula Stern and Commissioner Alfred E. Eckes determine
that an industry in the United States is materially injured by reason of the
subject imports. Commissioner Seeley G. Lodwick and Commissioner David B.
Rohr determine that a domestic industry is threatened with material injury by
reason of the subject imports. Commissioner Lodwick and Commissioner Rohr
further determine, pursuant to section 705(b)(4)(B) of the Act (19 U.S.C.

§ 1671d(b)(4)(B)), that they would not have found material injury but for any
suspension of liquidation of entries of the subject merchandise.

The Commission also determines, 4/ pursuant to section 705(b) of the
Tariff Act of 1930 (19 U.S.C. § 1671d(b)), that an industry in the United

States is threatened with material injury by reason of imports from Turkey of

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

2/ Vice Chairman Liebeler and Commissioner Brunsdale make negative
determinations,

3/ For purposes of this investigation, the term "welded carbon steel
standard pipes and tubes" covers welded carbon steel pipes and tubes of
circular cross section, 0.37% inch or more but not over 16 inches in outside
diameter, provided for in items 610.3231, 610.3234, 610.3241, 610.3242,
610.3243, 610.3252, 610.3254, 610.3256, 610.3258, and 610.4925 of the Tariff
Schedules of the United States Annotated (TSUSA).

4/ Chairwoman Stern, Vice Chairman Liebeler, and Commissioner Brunsdale]make
negative determinations.



welded carbon steel line pipes and tubes, 1/ which have been found by the
Department of Commerce to be subsidized by the Government of TUrkey.
Commissioners Eckes, lodwick, ahd Rohr further detérmine, pursuaﬁt to section
705(b)(4)(B) of the Act (19 U.S.C. § 1671d(b)(4)(B)), that they would not have
found material injury but for any suspension of liquidation of entries of the
subject merchandise.

Finally, the Commission determines, 2/ pursuant to section 735(b) of the
Tariff Act of 1930 (19 U.S.C. § 1673d(b)), that an industry in the United
States is materially injured, or threatened with material injury, by reason of
imports Frqm Thailand of welded carbon steel standard pipes and tubes, 3/
which have been found by the Department of Commerce to be sold in the United
States at less than fair value (LTFV). Chairwoman Paula Stern and
Commissioner Alfred E. Eckes determine that an industry in the United States
is materially injured by‘reason of the subject imports. Commissioner Seeley
G. Lodwick and Commissioner David B. Rohr determine that a domestic industry
is threatened with material injury by reason of the subject imports.
Commissioner Lodwick and Commissioner Rohr further determine, pursuant to
section 735(b)(4)(B) of the Act (19 U.S.C. § 1673d(b)(4)(B)), that they would
not have found.material injury but for any suspension of liquidation of

entries of the subject merchandise.

1/ For purposes of this investigation, the term "welded carbon steel line
pipes and tubes" covers welded carbon steel pipes and tubes of circular cross
section, with walls not thinner than 0.065,inch, 0.375 inch or more but not
over 16 inches in outside diameter, conforming to American Petroleum Institute
(API) specifications for line pipe, prov1ded for in TSUSA items 610.3208 and
610.3209.

2/ Vice Chairman Liebeler and Commissioner Brunsdale make negative
determinations.

3/ For purposes of this investigation, the term "welded carbon steel
standard pipes and tubes" covers welded carbon steel pipes and tubes of
circular cross section, 0.37% inch or more but not over 16 inches in outside
diameter, provided for in items 610.3231, 610.3234, 610.3241, 610.3242,
610.3243, 610.3252, 610.3254, 610.3256, 610.3258, and 610.4925 of the Tarlff
Schedules of the United States Annotated (TSUSA).



Background

The Commission instituted the investigation on Thailand effective
October 1, 1985, following a preliminary determination by the Department of
Commerce that imports of certain welded carbon steel pipes and tubes from
Thailand were being sold at LTFV within the meaning of section 731 of the Act
(19 U.S.C. § 1673). Effective October 25, 1985, the Commission instituted the
investigation on Turkey following a preliminary determination by the
Department of Commerce that imports of certain welded carbon steel pipes and
tubes from Turkey were being subsidized within the meaning of section 701 of
the Act (19 U.S.C. § 1671). Notices of the institution of the Commission's
investigations and of a public hearing to be held in connection therewith were
given by posting copies of the notices in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notices

in the Federal Register on October 28, 1985 (50 F.R. 43614) and

November 14, 1985 (50 F.R. 47125). The hearing was held in Washington, DC, on
January 7, 1986, and all persons who requested the opportunity were permitted

to appear in person or by counsel.






VIEWS OF CHAIRWOMAN PAULA STERN, COMMISSIONER ALFRED E. ECKES,
COMMISSIONER SEELEY G. LODWICK, AND COMMISSIONER DAVID B. ROHR

Chairwoman Stern and Commissioner Eckes determine that an industry in the
United States is materially injured by reason of subsidized imports of welded
carbon steel standard pipes and tubes from Turkey. 1/ Chairwoman Stern and
Commissioner Eckes also determine that an industry in the United States is
materially injured by reason of less than fair value (LTFV) imports of welded
carbon steel standard pipes and tubes from Thailand. Commissioner Lodwick and
Commissioner Rohr determine that a domestic industry in the United States is
threatened with material injury by reason of the subsidized imports of welded
carbon steel standard pipes and tubes from Turkey. 2/ Commissioner Lodwick
and Commissioner Rohr also determine that a domestic industry in the United
States is threatened with material injury by reason of LTFV imports of carbon
steel standard pipes and tubes from Thailand. Commissioner Lodwick and
Commissioner Rohr would not have found that the domestic industry was
materially injured but for the suspension of liduidation of entries of welded
carbon steel standard pipes and tubes from Turkey and Thailand.

Finally, we determine that an industry in the United States is threatened
with material injury by reason of subsidized imports of welded carbon steel

line pipes and tubes from Turkey. 3/ We would not have found that the

1/ See the Views of Chairwoman Stern and the Views of Commissioner Eckes,
infra.

2/ See the Views of Commissioner Lodwick and Commissioner Rohr, infra.

3/ Chairwoman Stern dissents from the determination with respect to
subsidized line pipes and tubes from Turkey. See her Views which follow.



domestic industry was materially injured but for the suspension of liquidation

of entries of welded carbon steel line pipes and tubes. 4/ 5/

Like products and domestic industries 6/

Two imported products are the subjects of these final investigations:
(1) circular welded carbon steel standard pipes and tubes, 0.375 inch or more
but not over 16.0 inches in outside diameter (standard pipe), and (2) circular
welded carbon steel line pipes and tubes, 0.375 inch or more but not over 16.0
inches in outside diameter (line pipe). 7/

In the preliminary investigations, we determined that domestically
produced line pipe is like imported line pipe and that domestically produced

standard pipe is like imported standard pipe. 8/ None of the parties to these

4/ Material retardation of the establishment of an industry in the United
States is not an issue in any of these investigations and will not be
discussed further.

5/ 19 U.s.C. § 1671d(b)(4)(B).

6/ The term "industry" is defined in § 771(4)(A) of the Tariff Act of 1930
as "[t]lhe 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," in turn, is defined in § 771(10) as
"[a] product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an

investigation . . . .™ 19 U.S.C. § 1677(10).

1/ We have considered circular standard pipe and line pipe as separate like
products in previous investigations: Certain Welded Carbon Steel Pipes and
Tubes from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-131-132
(Preliminary), USITC Pub. 1389 (1983), aff'd, Certain Welded Carbon Steel
Pipes and Tubes from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-131,
132, and 138 (Final), USITC Pub. 1519 (1984); Certain Welded Carbon Steel
Pipes and Tubes from Brazil and Spain, Invs. Nos. 701-TA-220 and
731-TA-197-198 (Preliminary), USITC Pub. 1569 (1984); Certain Welded Carbon
Steel Pipes and Tubes from Taiwan and Venezuela, Invs. Nos. 731-TA-211-212
(Preliminary), USITC Pub. 1639 (1985); and Certain Welded Carbon Steel Pipes
and Tubes from Brazil, France, Italy, the Republic of Korea, and West Germany,
Invs. Nos. 701-TA-165-169 (Preliminary), USITC Pub. 1262 (1982).

8/ Certain Welded Carbon Steel Pipes and Tubes from Thailand and Venezuela,
Invs. Nos. 701-TA-242 and 731-TA-252-253 (Preliminary), USITC Pub. 1680 (Apr.
1985); Certain Welded Carbon Steel Pipes and Tubes from India, Taiwan, Turkey,
and Yugoslavia, Invs. Nos. 701-TA-251-253 and 731-TA-271-274 (Preliminary),
USITC Pub. 1742 (Aug. 1985).



investigations has argued that those determinations should be changed and no
facts have been presented that persuade us to change them.

We conclude, therefore, that there are two like products in these
investigations--standard pipe up to and including 16 inches outside diameter
and line pipe up to and including 16 inches outside diameter. We further
conclude that there are two domestic industries comprised, respectively, of

the domestic producers of standard pipe and line pipe.

Standard Pipe
Condition of the domestic standard pipe industry

In making a determination as to the condition of the domestic industry,
the Commission considers, among other factors, consumption, production,
capacity, domestic shipments, inventories, employment, and financial data. 9/

As noted above, we have investigated the domestic standard pipe industry
in prior investigations. 10/ Our data in those investigations showed that the
domestic standard pipe industry demonstrated reasonable performance through
1981 but suffered serious setbacks in 1982 in terms of almost all significant
economic indicators. Production, shipments, capacity utilization, employment,
and financial indicators all decreased precipitously. 11/ Therefore, the data
for the first year of our current investigation, 1982, reflect very low

performance levels. 12/

9/ 19 U.S.C. § 1677(7)(C)(iii).
10/ See footnote 7, supra.
11/ See Certain Welded Carbon Steel Pipes and Tubes from the Republic of

Korea, supra, at 6-8.
12/ See Certain Welded Carbon Steel Pipes and Tubes from India, Taiwan,

Turkey, and Yugoslavia, supra, at 9.
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In the current investigations, the data show that, despite modest
improvements, the domestic standard pipe industry continued to experience
difficulties throughout the period under investigation. 13/

Apparent U.S. consumption of standard pipe increased annually from 1.7
million tons in 1982 to 2.4 million tons in 1984, or by 45.2 percent.

Apparent consumption of standard pipe decreased by 2.0 percent during
January-September 1985 compared with consumption in January-September 1984. 14/

Domestic production and shipments also increased. However, the rates of
increase were substantially below that for consumption. 15/ Standard pipe
production increased 12 percent from 1982 to 1984 and 2 péréent during
January-September 1985 as compared with interim 1984. Capacity remained
constant during the period of investigation. Capacity utilization, although
increasing’throughout the period, remained below 55 percent. 16/

Domestic shipments of standard pipe have generally followed the same
pattern as pfoduction. Shipments increased by 7 percent from 1982 to
1984. 17/ During January-September 1985, shipments were 3 percent higher than
during the corresponding period of 1984. The ratio of inventories to domestic
shipments improved slightly throughout the period of investigation. 18/

Despite these improvements‘in shipments, domestic producers' share of the

U.S. market declined from 49 percent in 1982 to 36 percent in 1984. The share

13/ We note that during the period of investigation several firms, for
example, Bethlehem Steel Corp., LTV Steel Corp., and Merchants Metal, Inc.,
have closed standard pipe mills.

14/ See Report of the Commission (Report) at I-7, Table I-3.

15/ 1d4. at I-7.

16/ 1d. at I-8, Table I-4.

177 1Id. at 1I-7, Table I-3.

18/ 1d. at I-8-I-9.
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of the U.S. market during January-September 1985 increased to 38 percent but
remained below the levels of 1982 and 1983. 19/

Both the number of production and related workers employed and hours
worked declined throughout the period of investigation. At the same time,
hourly compensation remained relatively stable and unit labor costs generally
decreased. 20/ |

The financial experience of the U.S. producers substanti#tes the view
that the domestic industry remains in poor condition. Although net sales
increased by 12 percent from 1982 to 1984 and were 4 percent higher in the
interim period ending September 1985 than in the corresponding period of 1984,
the domestic industry reported operating losses during the entire period under
investigation. 21/ We note that there is a substantial difference in the
financial performance of the various domestic producers, and in general the
nonintegrated producers outperformed the integrated firms. We have taken this
into account but note that we are required by statute to assess the condition
of the industry as a whole.

Accordingly, we find that the domestic standard pipe industry is still

experiencing difficulties. 227 23/

19/ Id. at 1I-7, Table I-3.

20/ Id. at I-10, Table I-6.

21/ 14 at I-11.

22/ Commissioner Eckes finds that the domestic standard pipe industry is
experiencing material injury.

23/ Commissioners Lodwick and Rohr conclude that this industry is vulnerable

to a threat of material injury.

N
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VIEWS OF CHATIRWOMAN PAULA STERN ON CAUSATION

Cumulation of standard pipe imports

Petitioners urged the Commission to examine the cumulative impact of
imports of standard pipe from Turkey and Thailand with each other and with
imports of standard pipe from the People's Republic of China (China), India,
the Philippines, Singapore, Venezuela, and Yugoslavia.

Section 612(a)(2)(A) of the Trade and Tariff Act of 1984 amends title VII
of the Tariff Act of 1930 by the enactment of a new subsection pertaining to

cumulation:

(iv) CUMULATION.--For the purposes of clauses (i) and
(ii), the Commission shall cumulatively assess the volume
and effect of imports from two or more countries of like
products subject to investigation if such products compete
with each other and with the like products of the domestic
industry in the United States market. 1/

The subject imports must satisfy three requirements before cumulation is

warranted. They must (1) compete with other imports and with the domestic

1/ 19 U.S.C. § 1677(7)(C)(iv).

11
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like product, (2) be marketed within a reasonably coincident time period, and
(3) be subject to investigation. 2/ 3/

In these standard pipe investigations, I have found that all standard
pipes and tubes are fungible, that the imports enter the same geographic
areas, and that they have the same marketing patterns and distribution. 4/

Petitioners have urged the Commission to cumulate the impact of imports
subject to countervailing duty investigations or orders with imports subject
to antidumping investigations or orders. As I have previously stated, I do
not believe that it is éppropriate to cumulate imports across countervailing
duty and antidumping investigations, and have declined to do so. 5/

Consequently, I have only considered as eligible for cumulative analysis

2/ Id. See Certain Steel Wire Nails from the People's Republic of China,
Poland, and Yugoslavia, Invs. Nos. 731-TA-266-268 (Preliminary), USITC Pub.
1730 at 8 (July 1985). ,

3/ In determining whether the imported products compete with each other and
with the like product in the U.S. market and whether the marketing of imports
is reasonably coincident, I have considered the following factors:

1. The degree of fungibility between imports from
different countries and between imports and the
domestic like product, including consideration of
specific customer requirements and other
quality-related questions;
2. The presence of sales or offers to sell in the same
_geographic markets of imports from different countries
and the domestic like product;
3. The existence of common or similar channels of
distribution of imports from different countries and
. the domestic like product; and,
4. Whether the imports are simultaneously present in the
market.
E.p., Certain Steel Wire Nails, supra, at 8; 0il Country Tubular Goods from
Australia, Romania, and Venezuela, Invs. Nos. 701-TA-240-241 and
731-TA-249-251 (Preliminary), USITC Pub. 1679 .at 8 (1985). This list is not
exclusive and no single factor is determinative.

4/ Report at I-18.

5/ See Certain Carbon Steel Products from Austria and Sweden, Invs. Nos.
701-TA-225, 227-228, 230-231 and 731-TA-219 (Final), USITC Pub. 1759 at 11
(1985).

12
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imports subject to the same type of investigation or final order as those at
issue in each investigation. 6/ 7/

I have cumulated the impact of imports from countries that are not
entitled to an injury test under section 303 of the Tariff Act of 1930
(Thailand and Yugoslavia) with the impact of imports of countries (Turkey)
that have signed the Subsidies Céde. I believe that there are several reasons
that provide strong support for my position: (1) all of thé imports at issue
are allegedly subsidized; (2) inconsistent injury findings can result if the
Commission does not cumulate; (3) exempting imports subject to investigation
under section 303(a)(1l) from the cumulation provision of section 771(7) would
require the Commission to interpret "subject to investigation" as subject to
investigation before the Commission. 8/

Petitioners urged the Commission to cumulate the impact of imports of
standard pipe from Turkey with outstanding countervailing duty orders for
Thailand and Yugoslavia. 9/ It is my view, based on the plain wording of the

statute, that imports subject to recently issued final orders satisfy all the

6/ The impact of imports from India, Turkey, Yugoslavia, China, the
Philippines, and Singapore (all current antidumping cases) were cumulated with
the impact of imports from Thailand in the instant antidumping case; the
impact of imports from Thailand and Yugoslavia (both subject to recent
countervailing duty orders) were cumulated with the impact of imports from
Turkey in the instant countervailing duty case.

1/ I take administrative note of the Court of International Trade's ruling
in Bingham and Taylor v. United States, Slip Op. 86-14 (Feb. 14, 1986).
Because that ruling was issued subsequent to the Commission's vote in the
instant case, it has no bearing on the reasoning underlying my determination
in this investigation.

8/ That interpretation would be inconsistent with the usage of the term
“investigation” throughout title VII. Investigation refers to both the
investigation before the Department of Commerce (Commerce) and before the
Commission--it is a single bifurcated investigation.

9/ There are outstanding countervailing duty orders against Thailand (Aug.
14, 1985) and Yugoslavia (Oct. 16, 1985).

13
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statutori“requirements for cumulation, provided that one does not cumulate the
impact of imports on which duties have been collected. (Those imports are, of
course, fairly traded once the appropriate duty has been paid.) Therefore, I
have cumulated the’impact of subsidized imports from Turkey, Thailand, and
Yugoslavia.

" Petitioners have also urged the Commission to cumulate the impact of
imports of standard pipe from Turkey with Venezuela and again with Yugoslavia,
for additional reasons. Vehezuela'and Yugoslavia have entered voluntary
restraint agreements (VRAs) with the United States. However, only the
investigation regarding imports from Venezuela has been terminated as a result
of a withdrawal of the petition. 10/ The termination of an ‘antidumping
investigation on Venezuelan standard pipe occurred subsequent to the:
preliminary affirmative determinations by the Commission and Commerce but
prior to any final determination as to whether the imports were unfairly
‘traded. ' The’ termination of the countervailing duty investigation occurred’

" subsequent to a preliminary’affirmatiVe determination by the Commission but
prior to a preliminary subsidy determination by Commerce. The statute does
not allouﬂcumulatioh in such circumstances Because these imports have not
been determined to be unfairly traded and because there is no pending
rvinvestigation 1nvolv1ng them, it is not appropriate to include them in any
cumulative analysxs 11/ |

The petition against imports from Yugoslavia subJect to the VRA has not

been withdrawn. since these 1mports remain subject to 1nvest15ation, I have

10/ Certain Welded Carbon Steel Line Pipes and Tubes from Venezuela, 50 F R.
43,615 (Oct. 28, 1985); Id., 50 F.R. 46,801 (Nov. 13, 1985).
11/ See Certain Carbon steel Products from Austria and Sweden, s ugra, at 5.
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included them in my cumulative analysis. 12/ Thus, I have cumulated the
impac£ of subsidized imports from Turkey with that of subsidized imports from
Thailand and Yugoslavia recently subject to outstanding countervailing duty
orders.

Finally, I have cumulated the impact of LTFV imports of standard pipe

from Thailand with the impact of LTFV imports from China, the Philippines,

" India, Turkey, Yugoslavia, and Singapore. 13/ As explained above, it is my

view that recently issued final orders satisfy all the statutory requirements
for cumulation. This view is also applicable to imports subject to Commission

and/or Commerce preliminary determinations.

Material injury by reason of LTFV standard pipe imports from Thailand

In making a determination of material injury by reason of unfair imports,

section 771(7)(B) of the Tariff Act of 1930 directs the Commission to
consider, among other factors, the volume of imports of the merchandise under
investigation, the effect of such imports on domestic prices, and the impact
of such imports on the relevant domestic industry. 14/

The total ratio of LTFV imports of standard pipe from Thailand, Turkey,
India, Yugoslavia, China, the Philippines, and Singapore £o apparent U.S.
consumption was 0.8 percent in 1984 and 3.8 percent4in January-September 1985

as compared with 0.6 percent in the corresponding period of 1984. 15/

12/ I note that I would have found material injury if the imports from
Yugoslavia were not included in my cumulative analysis.

13/ The outstanding antidumping order for Taiwan was issued on May 7, 1984,
and is thus, too remote in time to be cumulated.

14/ 19 U.S.C. § 1677(7)(B). '

15/ Report at I-4, Table I-1.
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The pricing data collected in these investigations reveal that thé prices
from Thailand were lower ﬁhan those of domestic products. 16/ The margins of
underselling of Thai standard pipe ranged from 11 percent to 34 percent.
Prices of domestic products increased in 1984 over the 1983 levels, but
subsequently fell in 1985, ending the period of investigation about 5 percent
below prices in January-March 1983. 17/

An important factor was the size of the average weighted margin. The
weighted average dumping margin for Thai standard pipe was 15.67 percent ad
valorem. Thus, the dumping constitutes a major reason why Thai imports_have
been able to penetrate the U.S. market.

In light of all the above factors, I determine that the domestic industry

has been materially injured by LTFV imports of standard pipe from Thailand. 18/

Material injury by reason of subsidized standard pipe imports from Turkey

I have also cumulated the impact of imports under countervailing duty
investigations or orders from Tufkey, Thailand, gnd Yugoslavia. These imports
were 0.7 percent in 1984 and 2.6 percent in January-September 1985 as compared
with 0.5 percent in the corresponding period of 1984, 19/

The pricing data collected}in these investigations reveal that the prices
of imports from Turkey were lower than those of domestic products. 20/ The
margins of underselling for Turkish standard pipe ranged from 10 percent to 36

percent. As noted above, prices for domestic products fell in 1985.

16/ Id. at I-21-I-22.

177 1d. at 1I-19-I-21.

18/ The Commission received very few allegations of lost sales and none of
lost revenues. The purchasers who were contacted stated, in general, that
although price was a factor when they purchased imported products, non-price
factors also played a significant role.

19/ Report at I-4, Table I-1.

20/ Id. at I-22-I-23.
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An important factor in my affirmative material injury determination on
standard pipe from Turkey was the size of the average weighted margin and net
subsidy. The bond margin for Turkish standard pipe was 17.80 percent ad
valorem and accounts in large part for the ability of the Turkish standard
product to enter the U.S. market.

In light of the import penefration levels, apparent underselling of
Turkish standard pipe, and other factors, I determine that-the domestic
industry has been injured by subsidized imports of standard pipe from
Turkey. 21/

No material injury or threat by reason of subsidized line pipe imports from
Turkey

I determine that an industry in the United States is not being materially
injured, or threatened with material injury, or materially retarded, by reason
of imports of line pipes and tubes from Turkey that are being subsidized.

I join with the Commission majority in the discussion of the condition of
the line pipe domestic industry and conclude that it continues to experience
difficulties. However, the extremely tiny presence of the Turkish product in
this market (0.7 percent during January-September 1985), taken with other
factors, precludes any possibility that these imports are causing or threaten
to cause material injury.

The record has established that Turkish producers have the capability to
some extent to switch production from standard to line pipe. I find that this
factor is insufficient to justify a finding of threat where there is certainly
no present injury by reason of the subject imports. The record establishes

that, in the past few years, the Turkish producers have not switched their

21/ The Commission received no allegations of lost sales and revenues.
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production from standard to line pipes. Also, despite the already sizeable
unused line capacity that could have been used in the past to produce line
pipe, the Turkish producers have chosen not to do so. Because of this unused
capacity, the Turkish producers have no need to switch productioﬁ from
standard to line pipes and tubes in response to the Commission's affirmative
determination on standard pipes and tubes. Thus, I do not regard
product-shifting as an important factor in this investigation.

The inforﬁation in the record of this invesiigation is too weak and
speculative with regard to the additional threat factors to justify a finding

that there is a real and imminent threat of material injury.

18
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VIEWS OF COMMISSIONER ECKES ON CAUSATION IN THE INVESTIGATIONS
OF STANDARD PIPES AND TUBES

Cumulation

In determining whether there is a causal link between
material injury to the domestic standard pipe and tube industry
and unfairly traded impérts from Thailand and Turkey, the
Commission must follow the statutory directive on cumulation.
The Trade and Tariff Act of 1984 states that "...the Commission
shall cumulatively assess the volume and effect of imports from
two or more countries of like products subject to investigation
if such products compete with each other and with the like
products of the domestic industry in the United States
market."

In these investigations, there is no question that imported
standard pipes from various sources compete with each other and
with the domestic like product in the U.S. market. Standard
pipes are fungible. Imported and domestic pipes are marketed
nationwide and have similar channels of distribution.

Determining the appropriate imports to cumulate in the
current investigations, however, does pose several questions.
The petitioners maintained that the Commission should cumulate
imports of standard pipe from Thailand and Turkey with each
other and with imports from the Peoples' Republic of China
(China), India, the Philippines, Singapore, Venezuela, and
Yugoslavia. To follow this course entails: (1) cumulating
imports from countriés entitled to an injury test with those

not entitled to a test (Thailand and Yugoslavia); (2) cumulating
19
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imports from countries subject to recent final orders (Thailand
and Yugoslavia--countervailing duty orders) which were marketed
within a reasonably coincident time period with the subject
imports; (3) cumulating imports from countries that have
entered into voluntary restraint agreements with the United
States (Venezuela and Yugoslavia); and (4) cumulating imports
subject to countervailing duty investigations or orders with
those subject ﬁo antidumping investigations.

| For my determinations in botﬁ standard pipe investigations,
I cuﬁulatéd standard pipe imports from all of the countries
urged by the petitioners with the exception of Venezuela.l/ 1In
my view, cumulation ih this way satiéfies the congressional
mandate to include ail imports "subject to investigétion."
This approach also complies with the directive of Judge Carman

of the Court of International Trade in Bingham & Taylor v.

United States, Slip Op. 86-14 (Feb. 14, 1986) to cumulate

imports subject to antidumping investigations with those
subject to countervailing duty investigations. Since this
directive was issued prior to the statutory deadline for
delivering the Commission determinations in the current cases
to the Department of Commerce, I do not believe it should be
ignored. 1In these particular countervailing duty (Turkey) and

antidumping (Thailand) investigations, cumulating across

1/ After Venezuela entered into a VRA, investigations of
Venezuelan imports were terminated following withdrawal of the
petition. The petition was not withdrawn for Yugoslavia.
Therefore imports from Yugoslavia are still subject to
investigation.

20
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statutes is not determinative. I would have found material

injury in both investigations without cross cumulation.

Material injury by reason of unfair imports from Turkey and

Thailand

The cumulated volume of standard pipe imports from Turkey,
Thailand, India, China, the Philippines, Singapore, and
Yugoslavia increased sharply from 18,217 tons in 1984 to
115,490 tons in 1985. Prior to 1984, most of these countries
did not participate in the U.S. market at all (Turkey and India
exported around 500 tons each in 1983).

These new entrants captured a rapidly increasing share of
the U.S. market. The cumulated ratio of imports to apparent
U.S. consumption was only 0.8 percent in 1984, but it increased
to 3.8 percent in January-September 1985 as compared to 0.6
percent in the comparable 1984 period.

The increases in import volume were particularly large for
'Turkey and Thailand. The volume of standard pipe from Turkey
increased from 2,578 tons in 1984 to 36,277 tons in 1985.
Thailand import volume jumped from 50 tons in 1984 to 33,678
tons in 1985. The combined Turkey-Thailand market share rose
from 0.1 percent in interim 1984 to 2 percent in interim 1985.

Prices for domestic standard pipe generally rose in 1984 as
compared to 1983. However, prices fell in 1985 to levels in
the third quarter of the year (for most of the product types
sampled) which were even lower than for the comparable quarter

of 1983.
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The President's program of voluntary restraints acted to
limit imports of standard pipe from many traditional foreign
suppliers in 1985. Thus, conditions for the recovery of the
domestic industry were more favorable in 1985, and yet the
industry lowered its prices and continued to operate at a loss.

Pressure in the marketplace from the unfairly traded
imports of new entrants undoubtedly acted to depress domestic
prices during 1985. In light of the undeérselling of Turkish
~and Thai imports and the rapid increase in market share claimed
by those imports, I determine that the domestic standard pipe
industry is materially injured by reason of subsidized imports

from Turkey and less than fair value imports from Thailand.
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VIEWS OF
COMMISSIONERS SEELEY G. LODWICK AND DAVID B ROHR
CONCERNING

THREAT OF MATERIAL INJURY BY REASON OF IMPORTS OF STANDARD
WELDED CARBON STEEL PIPES AND TUBES FROM TURKEY AND THAILAND

We have determined that the domestic industry producing
standard welded carbon steel pipe and tube (standard pipe and
tube) is threatened with material injury by reason of
subsidized imports of standard pipe and tube from Turkey and
dumped imports of standard pipe and tube from Thailand. In
making these determinations, we have considered the current
condition of the domestic industry, as characterized in the
views of the majority, which is very vulnerable to injury, and
the factors listed in Section 771(7) (F) of the Tariff Act of
1930, which Congress has directed the Commission to consider in

assessing threats of material injury. 1/

1/ As added to the Tariff Act of 1930 by Section 612(a) (2) (B)
of the Trade and Tariff Act of 1984, this provision states, in
relevant part:
In determining whether an industry in the United States is
threatened with material injury by reason of imports (or
sales for importation) of any merchandise, the Commission
shall consider, among other relevant economic factors =--
(I) If a subsidy is involved, such information as may
be presented to it by the administering authority as
to the nature of the subsidy (particularly as to
whether the subsidy is an export subsidy inconsistent
with the Agreement),
(II) any increase in production capacity or existing
unused capacity in the exporting country likely to
result in a significant increase in imports of the
merchandise to the United States,
(III) any rapid increase in United States market
penetration and the likelihood that the penetration
will increase to an injurious level,
(IV) the probability that imports of the merchandise
will enter the United States at prices that will have
a depressing or suppressing effect on domestic prices
of the merchandise,
(Con't on negﬁ page)
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Our investigation of standard pipe and tube from Turkey
involves imports which have benefitted from subsidies provided
by the Turkish government. The information provided to the
Commission by the Department of Commerce indicates that all of
these subsidies are export subsidies. The information
presented to the Commission by Commerce, however, does not
indicate whether the export subsidies in question are
"jinconsistent with the Agreement."2/ 1In any event, such
subsidies do provide an incentive for Turkish producers to
export the subject merchandise to the United States. The Thai
investigation involves sales at LTFV rather than subsidized

imports.

(Con't from previous page)

(V) any substantial increase in inventories of the
merchandise in the United States,
(VI) the presence of underutilized capacity for
producing the merchandise in the exporting country,
(VII) any other demonstrable adverse trends that
indicate the probability that the importation (or
sale for importation) of the merchandise (whether or
not it is actually being imported at the time) will
be the cause of actual injury, and
(VIII) the potential for product shifting if
production facilities owned or controlled by the
foreign manufacturers, which can be used to produce
products subject to investigation(s) under section
701 or 731 or to find orders under section 706 or
736, are also used to produce the merchandise under
investigation.

2/ This phrase is used in Section 771(7) (F) (i) (I) to refer to
those export subsidies which are inconsistent with the
provisions of the Agreement on the Interpretation and
Application of Articles VI, XVI, and XXIII of the General
Agreement on Tariffs and Trade (the "Subsidies Code"). This
Agreement contains numerous provisions and illustrations of
export subsidies and the conditions under which they may be
legal or illegal. Under the statute, the Commission must rely
on the Department of Commerce to determine that a particular
subsidy fits in this category. Commissioner Rohr adds that it
would be useful to the Commission for Commerce to present sych
information to it in the future.
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Turkish capacity increased significantly in 1985, and
substantially all of this increase was immediately put into
production. Possible effects on capacity from a recently
purchased pipe and tube mill are too speculative and are not
imminent. With respect to Thailand there was a slight increase
in capacity in 1984. In neither case was there an increase in
existing unused capacity.

Market penetration of Turkish imports of the product under
investigation increased from one tenth of one percent in 1984
to 1.3 percent during the first nine months of 1985. 1In actual
volume terms, imports increased from 500 tons in 1983 to 2,600
tons in 1984. During January-September 1985, imports totalled
24,800 tons. An additional 11,500 tons were imported in the
fourth quarter, bringing total 1985 import volumes to 36,300
tons. This rate of increase is very significant, even though
the absolute volume of imports is still small. Imports from
Thailand grew from virtually nothing to 13,500 tons, a 0.7
percent market share in the first nine months of 1985. An
additional 20,200 tons were imported in the fourth quarter,
bringing the full year figure for 1985 to 33,700 tons. There
seems a substantial likelihood that these penetrations will
increase to an injurious level.

While the pricing data in these two investigations is very
limited due to the short time period and limited numbers of
individual transactions, it appears likely that imports from
both Turkey and Thailand will enter the United States at prices
that will have a depressing or suppressing effect on domestic

prices. 1In both investigations, the data reflect consistent



26

underselling of the domestic prices. This is supported by
information received from purchasers during lost sales
confirmation calls. It is also supported by official import
data that indicates that the unit value of imports from Turkey
and Thailand is both substantially below the unit value of most
other imports and, as calculated by the Commission, the unit
value of domestic production. Further, imports from Turkey and
Thailand undersold the_ddmestic product at a time when domestic
prices were declining.

Information regarding importers inventories was too
limited to permit a firm basis for any conclusions in either
investigation.

Both Turkish and Thai capacity utilization increased over
the period of investigation. Turkish producers have
significant amounts of underutilized capacity available for
increasing production. Thai producers appear to be operating
at close to capacity, based on the limited information
received.

We have also examined several other factors relevant to
these investigations, which are appropriately considered as
"other demonstrable adverse trends." First, the market share
of the domestic producers slipped steadily over the period of
investigatidn from 49 to 36 percent, with a slight increase in
interim 1985 to 38 percent. This erosion of the market share
of domestic producers to importers is significant. It is
particularly relevant to these investigations because the
importers who are responsible for this erosion frequently

import their products from a variety of sources, including, %?
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this investigation reveals, lately, from Thailand and Turkey. 3/

It is particularly important in light of the "drying up"
of many sources of supply due to voluntary restraint
agreements. Importers (including those entities who sell
imports, whether or not "importers of record") have a
considerable incentive ?o seek unrestrained sources of supply
who are willing to undercut domestic prices, such as Turkey and
Thailand. Indeed, information received during this
investigation substantiates that both Turkey and Thailand are
in the U.S. market largely due to the activities of U.S.
importers. Under the statute, the threat of such imports is
the same whether they are "pushed" into the U.S. market by
foreign producers or "pulled" into the market by U.S. sellers
of imports.

For both Thailand and Turkey, exports to the United States
have rapidly become a substantial portion of their total

exports. Such exports are, in turn, a substantial portion

3/ Commissioner Rohr notes that it has been argued that we
should assess threat of material injury on a cumulative basis
as we do in assessing the effect of cumulative imports on a
presently injured industry. As discussed herein, the presence
in the market of other imports is a factor relevant to the
"vulnerability" of the domestic industry to the threat posed by
imports. It is appropriate to consider the presence of other
unfairly traded imports in assessing the level at which
increases in imports from a particular country might begin to
be injurious. This is not, however, cumulation in its
statutory form. The actual threat, that is the capability of
foreign producers to supply the U.S. market at injurious levels
and their intention to do so, cannot properly be analyzed on a
cumulative basis. For example, the incentive to supply product
sold at LTFV is different than the incentive to supply
subsidized goods, and the incentive to supply goods benefitting
from an ‘export subsidy is different from that to supply goods
benefitting from domestic subsidies. He has therefore analyzed
the question of threat of material injury without resort to the
cumulation provisions of the statute.
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of their total production. 1In interim 1985, the U.S. accounted
for over 39 percent of each of these countries exports. 1In
addition, imports from Turkey steadily increased throughout
1985, and significant quantities of import orders were
cancelled during the pendency of the investigation. For
Thailand, the majority of its exports entered the United States
in the fourth quarter of 1985, and the Commission received
information of substantial outstanding orders for additional
significant tonnages of Thai product. Continued and expanding
presence in the U.S. market is therefore important to both
countries.

| The final factor which the statute requires us to consider
is the potential for product shifting. Several different pipe
ahd tube prodﬁcts can be produced in a single pipe and tube
mill. Changes between standard, line, light-walled
rectangular, and other types and sizes of pipe and tube can be
aécomplished relatively economically. There is, therefore,
potential for significant product shifting.

Producers in Turkey and Thailand clearly have a strong

: inéentive to direct additional product at the U.S. market.
Similarly, U.S. importers have an incentive to import as much
of this unfairly traded product as possible. While the
capability of Turkey and Thailand to produce such additional
tonnages is not unlimited, the domestic industry is vulnerable
to a level of imports which would be within each of their
capabilities. Based upon our evaluation of all of these
factors, we conclude that there is a real and immanent threat

of material injury by reason of imports of standard pipe andg
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tube from Thailand and Turkey.

Commissioner Rohr also states that under sections
705(b) (4) (B) and 735(b) (4) (B) of the Tariff Act of 1930, he has
also determined that he would not have found material injury
but for the suspension of liquidation of entries of the
merchandise that went into effect as a result of the Department
of Commerce preliminarf affirmative findings in these two
investigations. 4/ This provision requires the Commission to
look at the condition of the industry and the effect of imports
during the period between the date of the Department of
Commerce preliminaries and the date of this decision to
determine if the suspension of liquidation had the effect of
preventing the threat of injury which now exists from maturing
into actual injury.

He notes that the Department of Commerce made its
affirmative preliminary determinations in the Turkish
investigation in October 1985 and in the Thai investigation in
September 1985. He also notes that the domestic industry
supplied the Commission with information of the condition of
the domestic industry only up to September 1985. Most of the
Commission information on the effect of imports is similarly
limited.

Very limited information is thus available to the

Commission covering the period relevant to the "but for"

4/ Under section 706(b) (2) and 736(b)(2), this finding, if it
is the determination of the Commission, has the effect of
subjecting only those imports entered after the date of this
determination to the appropriate countervailing duty or
antidumping order.
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determination. We do possess certain monthly import figures
for the fourth quarter of 1985 and anecdotal information about
recent shipments of the product under investigation from both
countries. This information does not persuade him that the
threat which he has determined to exist would have become
actual injury in the period since the suspension of liquidation

but for that suspension.
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VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES, COMMISSIONER LODWICK,
AND COMMISSIONER ROHR CONCERNING LINE PIPES AND TUBES FROM TURKEY

Line Pipe

Condition of the domestic line pipe industry

In assessing the condition of the domestic industry in this
investigation, the Commission considered, among other factors, line pipe
consumption and the production, shipments, capacity utilization, employment,
and financial data of the line pipe producers. 1/

Apparent U.S. consumption of line pipe decreased from 863,000 tons in
1982 to 772,000 tons in 1983, or by 11 percent, and then rose by 36 percent to
1.1 million tons in 1984. U.S. consumption in January-September 1985, at
694,000 tons, was 18 percent below the level of consumption in
January-September 1984. 2/

Total production of line pipe increased irregularly from 316,000 tons in
1982 to 418,000 tons in 1984. During January-September 1985, production was 9
percent less than for the corresponding period of 1984. 3/

While capacity of the domestic industry remained stable, capacity
utilization increased frém 26 percent in 1982 to 37 percent in 1984, and fell
to 34 percent in January-September 1985 as compared with 38 percent during the
corresponding period of 1984. 4/ 1In terms of both value and quantity,
domestic shipments of line pipe increased irregularly from 1982 to 1984 and

then decreased in January--September 1985 as compared with the corresponding

/ See 19 U.S.C. § 1677(7)(C)(iii).
2/ Report at II-5.

/ Id. at II-6.

/ 1d.
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period in 1984. 5/ Inventories of U.S. producers increased from 47,000 tons
in 1982 to 54,000 tons in 1984 and have remained at that level. 6/

The domestic producers' share of the U.S. market declined from 61 percent
in 1982 to 51 percent in 1984. fhe share of the U.S. market during
January-September 1985 increased to 55 percent but remained below the levels
of 1982 and 1983. 7/

The number of employees involved in production and related work decreased
in 1983, increased in 1984, and decreased in January-September 1985. 8/ The
total numbér of hours worked by production and related workers producing line
pipe followed the same trend. 9/

Ih,geﬁeral, the financial data from the domestic producers indicate that
the industry is experiencing difficulties. Net sales of line pipe declined
from 1982 to 1983, then increased in 1984 and then decreased in the interim
period of 1985 as compared with the interim period of 1984. Producers
experienced operating losses throughout the‘feriod which, although decreasing,
remain significant. As with standard pipe producers, there is a substantial
difference in the financial performance of the various domestic producers, and

'in general the nonintegrated producers outperformed the integrated firms. As
we stated above, we have taken this into account but note that we are required
by statute to assess the condition of the industry as a whole. The ratios of
operating loss to net sales ranged from a low of 29 percent in 1983 to 10.5
percent in 1985. 10/ Thus, even though performance has shown some

improvement, the industry has remained very unprofitable.

5/ Id. at II-7, Table II-5.
6/ Id. at II-7.

1/ Id. at II-5, Table II-3.
8/ Id. at II-9, Table II-6.
9/ 1d.
10/ Id. at II-10, Table II-7.
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VIEWS OF COMMISSIONER ECKES, COMMISSIONER LODWICK,
AND COMMISSIONER ROHR

Threat of material injury by reason of imports of line pipes from_ Turkey

Section 771(7)(F) of the Tariff Act of 1930 directs the Commission to
consider a number of factors in assessing the threat of material
injury. 11/ 12/ 13/

Although there were essentially no imports of line pipe from Turkey until

mid-1985, 14/ such imports in January-September 1985 amounted to 4,987 tons

11/ "Material injury"” is defined as “"([h]arm which is not inconsequential,
inmaterial, or unimportant." 19 U.S.C. § 1677(7)(A).

12/ These factors include:

(1) If a subsidy is involved, such information as may be
presented to it by the administering authority
(particularly as to whether the subsidy is an export
subsidy inconsistent with the Agreement),
(2) any increase in production capacity or existing unused
capacity in the exporting country likely to result in
a significant increase in imports of the merchandise
to the United States,
(3) any rapid increase in United States market penetration
and the likelihood that the penetration will increase
to an injurious level,
(4) the probability that imports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestic prices of
the merchandise,
(5) any substantial increase in inventories of -the
merchandise in the United States,
(6) the presence of underutilized capacity for producing
the merchandise in the exporting country,
(7) any other demonstrable adverse trends that indicate
the probability that the importation . . . of the
merchandise . . . will be the cause of actual injury,
(8) the potential for product-shifting.
19 U.S.C. § 1677(7)(F)(i)(I)-(VIII). We note at the outset that in concluding
that imports of line pipe constitute a threat of material injury, we find that
the threat is real and actual injury is imminent. Our finding is not based
upon mere conjecture or supposition that material injury might occur at some
remote future date. See 19 U.S.C. § 1677(7)(F)(ii).

13/ Commissioners Lodwick and Rohr note that their comments with regard to
the effect of Turkish subsidies and "other demonstrable adverse trends" in
their Additional Views concerning Turkish standard pipe are equally applicable
to Turkish line pipe.

14/ Report at II-13, Table II-10.
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and they captured 0.7 percent of the U.S. market. Through November, imports
increased to 7,111 tons, and much of this is still in inventories in the
United States.

Turkey's cgpacity to produce line pipe is substantial and could expand to
meet changes in demand. From past performance we know that to a considerable
extent Turkish producers have the capability to switch production between
standard and line pipe. 15/ 16/ |

Because most of the imports ffom Turkey entered after the first half of
1985, very little pricing data are available. However, there is evidence of
underselling in July-September 1985. ll/ It is probable that imports of line
pipe from Turkey will have a depressing or suppressing effect on domestic
prices of the merchandise. The unit import value reported for line pipe from
Turkey is lower than the average import value of imports from all sources and
lower than any other major sources, except Brazil. 18/

Investigation data indicate that the line pipe industry is experiencing
difficulties. Although the yolume of imports from Turkey is not high,
Turkey's substantial unused capacity, the capability of Turkish producers to
switch from standard to line pipe, and the considerable inventories held by
importers indicate that the domestic industry producing line pipe is
threatened with material injury by reason of subsidized imports of line pipe

from Turkey. 19/

15/ Id. at a-5-a-7.

16/ Turkish producers have demonstrated the capability to produce significant
quantities of line pipe in 1984 after producing minimal amounts in 1982-83.
With the duty on standard pipe, there is a real threat of product-shifting.

17/ Report at II-16. '

18/ Id. at II-12, Table II-9.

19/ Commissioner Rohr notes that his Additional Views with respect to his
finding that the domestic standard pipe industry would not have been
materially injured but for the suspension of liquidation of entries of that
merchandise are also applicable to the line pipe industry and suspension of
liquidation of entries of imported line pipe from Turkey.
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VIEWS OF VICE CHAIRMAN LIEBELER

AND COMMISSIONER BRUNSDALE

Based on the record in these investigations, we
determine that an industry in the United States is not
materially injured, or Fhreatened with material injury,
or materially retarded, by reason of (1) subsidized
imports of welded carbon and steel standard and line

pipes and tubes from Turkey, and (2) less than fair

value (dumped) imports of welded carbon steel standard

Pipes and tubes from Thailand. 1/

In order for a domestic industry to prevail in a
final investigation the Commission must determine that
the dumped or subsidized imports cauée or threaten to
cause material injury to the domestic industry producing
the like product. This analysis is usually recognized

to be a two-step procedure. First, the Commission must

1/ Maferial retardation of the establishment of an
industry in the United States is not an issue in these
investigations and will not be discussed.
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determine whether the domestic industry producing the
like product is injured or is threatened with material
injury. Second, the Commission must determine whether
any injury or threat thereof is by reasoﬁ of the dumped
or subsidized imports. Only if the Commission answers
both questions in the affirmative will it make an

affirmative determination in the investigation.

I. The Like Product 'and the Domestic Industry

For purposes of determining whether dumped or .
subsidized imports are a cause of material injury to a
U.S. industry we follow the approach of the majority and

find two like products and two domestic industries. 2/

., II. Condition of the Industries

‘The Commission has investigated these products on

several occasions since 1982. Despite this experience

2/ Commissioner Brunsdale nevertheless has serious
reservations about this finding. See her Additional
Views, infra. Vice Chairman Liebeler believes these
Additional Views raise serious questions that deserve
careful- consideration.
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we find that the overall performance of the domestic
producers of standard and line pipes in recent years is

difficult to assess. 3/

One might get the impression that we are dealing
with a chronically depressed industry. In an econonmic
sense, this is a contradiction in terms. Industries
that are depressed normally experience a period of
&ecline and eventual ad justment. However, the
experience of the domestic steel industry is hardly
normal, for it has been the beneficiary of a variety of
U.S. actions to restrict imports, 4/ most recently the
voluntary restraint agreements (VRAs) with all major
foreign suppliers. 5/ Thus it is likely that
contractions that would have otherwise occurred were

curbed or postponed. As a consequence important facets

3/ Staff Report, Appendix F.

4/ See, for example, Gary N. Horlich and Christopher
W. Savage, "Steel Trade Wars, 1968-84," WorldLaw
July/August 1984, at 5-11. '

5/ staff Report at pp. A-8 and A-9.

37



38

of the industries' recent record are distorted. 6/

An important indicator of the state of an
industry's health is aggregate profits for all firms.
However, there appear to be significant deficiencies
with the reported data. For both standard and line
pipes there is an important difference between: the
results reported by the smaller nonintegrated firms and
those reported by the larger integrated firms -- the
former report positive incomes, the latter are
apparently doing poorly. Overall, for both groups
combined, the nonconfidential information presented in
the Staff Report.(on pp. I~12 and II-10) paints a
plcture of an.industry suffering losses. However, these
data.- have a flaw so serious that if properly corrected
it could mean that producers of standard and line pipes

were actually earning positive profits.

6/ From the viewpoint of domestic firms, the recently
negotiated VRAs should be expected to postpone decisions
to scale back domestic pipe and tube operations since
the VRAs offer the promise of greater demand for
domestic steel in the near future. Under these
conditions domestic firms may very naturally hold omn to
an unusually large quantity of existing machinery and
equipment and plan to reactivate such assets when demand
increases: Thus the low capacity utilization figures
reported are not useful in assessing whether the
industry is suffering material injury.
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Our concern with the profit data involves certain
producers reporting negative gross profits for both
products for each year from 1982 to 1984 and also for

the first nine months of 1985.

Generally speaking, sustained negative gross
profits are not rational for a firm. Continued
production is not rational when revenues are less than
variable costs. Sustained negative gross profits on a
product line should not occur if a firm is properly

allocating costs.

We conclude that the aggregate reported profit data
for domestic producers of standard and line pipe is
subject to a potentially serious bias. The industries'

reported profits do not appear to be a reliable and
accurate measure of the returns earned on the companies'
standard and line pipe operations. We strongly suspect
that the profit situation for domestic producers as a

whole is severely understated.
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Cumulation

Petitioners urge that imports of standard pipes and
tubes from Thailand and Turkey should be cumulated with
each other and with imports of standérd pipes and tubés
from India, Yugoslavia, Singapore, the Philippines,
China and Venezuela. They also argué that imports of
line pipes and tubes from Turkey should be cumulated
with imports of line pipes and tubes from Taiwan and
‘Venezuela.

We do not agree that all these possible
combinations should be cumulated. The subject imports
must satisfy three requirements before cumulation is
warranted. They must compete with other imports and.
with the domestic like product and be subject to
investigation. 7/ The plain meaning of the statute is
one of several reasons why one should not cumulate
imports from countries subject to a section 701
countervailing duty investigation with imports from
countries subject to a section 731 antidumping

investigation. 8/

J/ 19 U.s.c. 1677(7)(C)(iv).

§/ Certain Carbon Steel Products from Austria,
Czechoslovakia, East Germany, Hungary, Norway, Poland,
Romania, Sweden, and Venezuela, Nos. 701-TA-225-234
(Preliminary), 731-TA-213-217, 219, 221-226, and 228-235
(Preliminary), USITC Pub. No. 1642 (February 1985)
(Views of Vice Chairman Liebeler) at 48. [Certain
Carbon Steel Products] -

~The recent decision on cross-cumulation in Binghman

and Taylor v. United States, CIT No. 85-07-00909
(decided February 14, 1986) is not binding on us here
inasmuch as that decision is still subject to appeal.
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Nor should one cumulate imports subject to final

orders, even if recently issued. Cerfain Carbon Steel

Products, supra at 50. Among other reasons, the plain

meaning of the statute requires that the imports bé
“under investigation.” - In addition, cumulation with
imports subject to a ﬁinal negative determinatioﬂ by
Commerce is inappropriate because such imports are
fairly traded. Moreover, cumulation with impoits from a
'country that has signed a voluntary restraint agreement
(VRA) is inappropriate. Our best information is that in

the future that country's subject imports will be fairly

traded. 9/

Consequently, as regards respondent Thailand, we

would cumulate imports of standard pipes and tubes from

9/ Yugoslavia's situation deserves further comment..
The U.S. has negotiated a VRA with Yugoslavia. However,
petitioners have not withdrawn their petition and in a
technical sense the investigation involving Yugoslavia
continues. Counsel for petitioners has admitted that it
has not withdrawn the petition in order to require
cumulation. We should not cumulate in this situation
when the processes of government are being misused. To
countenance such conduct now could set a bad precedent
for the future. 1In any event, the USTR has informed us
that the Yugoslavian VRA is in force and that it is not
contingent on the withdrawal of the petition. We note
that it would not alter our decision even if we had
cumulated. .
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Thailand with those from Turkey, China, India,
Philippines, and Singapore. This results in an import
penetration ratio of 3.25 percent. As to respondent
Turkey, because there are no relevant subsidy
investigations pending against other countries, it is
not appropriate to cumulate any of the imports suggested
by Petitioner. Therefore, the import penetration ratio
of Turkish standard pipes and tubes is 1.3 percent and

Turkish line pipes and tubes is 0.7 percent. 10/

III. Material Injury by Reason of Imports or Threat

Thereof

‘A. Lost Sales and Underselliqg

Frequently in Title VII proceedings the Commission
examines allegations of lost sales and underselling. In

this case staff examined four allegations of standard

10/ We note that here too even if we were to accept
pethionersf cumulation arguments in their entirety the
total import penetration would still be in a very low
range and our decision would not change.
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pipe sales lost to Thailand by domestic producers. Tﬁo
of the allegations were denied and one purchaser refused
to talk specifically about the other two allegations
except to indicate that domestic sources do not offer
the specific product the purchaser wants. The
Commission received no allegation of lost sales
involving standard pipe from Turkey. A single
allegation concerning Turkish line pipe could not be
corroborated directly, since the facts concerning the

lost-sales allegation were in dispute.

In addition, the staff report indicates that prices
of standard pipe and tube from Thailand and Turkey
typically "undersold” U.S. products. Evidence of

Turkish line pipe "underselling” was de minimis.

l., Lost sales

We note first that lost sales are not mentioned in
Title VII. Moreover, the presence or absence of
specific lost sales is rarely determinative or
persuasive on the question of a causal link between
dumped or subsidized imports and material injury to the
domestic industry. Confirmed lost sales account fﬁr

only a small portion of total imports or excess domestic
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capacity. Aggregate trade, production, and capacity

data are far more probative. 11/

2, Underselling

We believe that evidence of underselling is
ordinarily not probative on the issue of causation. And
we do not find the data on underselling gathered by the
Commission in this case to be useful. 1In brief, when
there are price differences we expect that they are
usually explained by differences in the items compared.
Rarely will the characteristics of the imported product
exactly match those of the domestic product. Even when
products appear to be identical (e.g., a bushel of
wheat) a correct price comparison Vould have to take
into account factors other than the exchange of
ownership of the product. Inventory costs, reliability
of the producing firm, timely delivery, transportation
costs, and other service elements all go into the

buyer's decision on what price it will pay. Merely

11/ See Memorandum from Director, Office of Economics,
EC-J-010 (January 7, 1986), at 1-5. 1In addition, the
Commission's sampling method is biased, e.g., we do not
ask how many foreign sales are lost to domestic
producers' sales. :
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comparing transaction prices and making a
seat-of-the-pants judgment that the products are

"homogeneous” is not a useful exercise. 12/

In this investigation, for example, there is some
evidence that while the physical chaiacteristics of the
products are very similar, they are not identical (i.e.,
homogeneous). Moreover, delivery or other service
related factors may not be the same. For example, one
U.S. purchaser noted that * * *_ Aﬁother stated that
domestic producers * * *, One purchaser tended to buy
* ¥ %, Hence, pfices received by different suppliers
are expected t6 vary and, moreover, price differences
among firms are expected to persist over time. Thus,
the observed brice differencés among firms are not

helpfui in analyzing causation in this investigation. 13/

12/ Vice Chairman Liebeler notes that predatory
behavior is an alternative explanation for price
differences. See footnote 15.

13/ 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).*
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3. Causation Analysis

Our negative determinations in these investigations
are based on the following factors. As to material
inju:y,»the data in this proceeding with regard to the
coﬁdition of the domestic industries are strongly
suspect. The great majority of firms in the industry
are healthy. Morebver, the marketlshare of respondents
and the cumﬁlated countries is ve:& lowf 14/ Even in
the case of standa;d pipeg and tubes, which had the
largest cumglative import penetration (3.25 perceﬁt for
the first nine months of 1985), the performance of
domestic.producers during this period is not consistent
with é finding of‘material injury. Virtually all the
indicators for domestic firms show improvement.
Shipmenfs, pro&uction; net sales, wage rates, capital
expenditures, and R & D spending were all up. 1In

particular, note that comparing interim 1984 and

14/ Vice Chairman Liebeler notes that it is highly
unlikely that even a single firm possessing a market
share in this range could exert any significant effect
on price or sales in the U.S. market in the absence of
evidence that both the demand and the supply of the
product are highly inelastic.
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interim 1985 capital expenditures rose sharply from $2.4
million to $*** million; firms would not embark on
substantial capital investment programs if the subject
imports caused material injury. Also note that total
compensation to production and related workers rose from

$18.92 per hour to $19.83 per hour.

4. Threat Analysis

As to threat of material injury, we considered
whether capacity utilization in the cumulated countries
is such that the domestic indﬁstry might eventually be
harmed by large increases in import volume. The low
base of penetration achieved by those countries makes it
improbable that there could be any‘real threat of
material injury or imminent actual ihjury. Moreover,
since decisions to invest necessarily are based on

estimates of future demand and supply conditions we find

no support for the argument that there is a threat qf
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material injury that clouds future prospects. léj

15/ 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). 1In this case,
she finds that the low market share of respondents and
the cumulated countries is such that material injury or
the threat of material injury cannot occur in light of
the evidence regarding the other factors. This other
evidence includes a moderate level of dumping and
subsidization; relatively high homogeneity for most
products' uses; mixed pricing patterns; and relatively
high barriers to entry in the form of voluntary
restraint agreements (although the diversity of
countries producing the relevant products suggests that,
absent VRAs, entry is easy).
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ADDITIONAL VIEWS OF COMMISSIONER BRUNSDALE

These investigations cover two products like or most
similar to the imported products involved, standard pipes
and tubes and line pipes and tubes made of carbon steel.
There is some evidencq which suggests to me, however, that
there is only one domestic industry that produces both
like products., I base these concerns on the fact that
there are significant links between the two products in
terms of production characteristics. These supply-side
links are so strong that I seriously question the utility
of constructing separate industries for each product
line.

The term "like product” is defined in section 771(10)
of the Tariff Act of 1930 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.

[emphases added] 1/ The term "industry,” in turn, is
defined in section 771(4)(A) as "the domestic producers as
a whole of the like product.” 2/ In other words,
domestic products that afe close substitutes in demand
with the imported product are the "like product.”

Having established the “like product,” the domestic

producers of that product are the focus of my inquiry into

1/ 19 U.S.C. sec. 1677(10).
2/ 19 U.S.C. sec. 1677(4)(A).
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the scope of the relevant domestic industry. fDomestic
industry” is not defined solely in terms of demand-side
substitutes, because the statute directs us to focus on
producers of the like product. 1In my view, this includes
consideration of the interrelationship among different
domestic products in production or supply. Domestic
facilities utilized to produce the like product often, as
they do here, possess the capacity to produce a number of
products including the "like product” squect to
investigation.

In particular, when there is a high degree of
commonality of inputs in the production of several goods
(one of which is the "like product”) proper allocation of
the costs to separate goods may be impossible.‘ This
occurs, for example, when two goods are (or can be)
prgduced,using the same equipment so that useful
information for such important variables as production
capacity and profits cannot be obtained fqr each good. 1In
such cases the two goods are very close substitutes in
supply and the appropriate definition of thg‘domestipl
industry should properly encompass facilities producing
goods in addition to the "like product.”

More generally, it would seem that when thendomestic

supply-side substitutability 2/ Between two products is

3/ For example, when there are common production
facilities, machines, workers, etc., and no meaningful
cost '‘allocations can be made among different goods.

50



51

very strong -- when the domestic industry as a matter of
ordinary business practice can easily switch from
producing one product to a second -- then the appropriaté
definition of the domestic industry should include both
products. i/ To do otherwise, i.e., to define the
domestic industry in tefms of each like product separately
(finding two industries), can lead to incorrect
conclusions about material injury and causation.

To illustrate how one can reach erroneous conclusions
when these production interrelationships (or supply-side
substitutions) are ignored, consider the following
hypothetical. Suppose initially that there are no imports
and that domestic firms produce 95 Gadgets and 5 Widgets
using the same equipment and labor in the same
facilities. Some firms may specialize in Gadgets, some in
Widgets, while others make both products. But given high
supply-side substitution, firms can easily switch between

the two products. 5/

4/ Compare with the statement by Professor F. M.
Scherer: “"Substitution on the production side must also be
considered [in the ideal definition of a market or an
industry]. Groups of firms producing completely
noncompeting products may nevertheless be potential
competitors if they employ essentially similar skills and
machinery, and if there are no barriers preventing each
group from entering the other's product lines should the
profit lure beckon.” Industrial Market Structure and
Economic Performance, 1970, at 53.

2/ Widgets and Gadgets could also be close substitutes
on the demand side but this is not necessary for the
present analysis and in the following discussion it is
assumed that Widgets and Gadgets are not substitutes in
demand. .
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Now let dumped imports enter the U.S. and capture
half of the domestic Widget market. Suppose foreign and
domestic firms each sell 3 units for a total of 6 units
(consumption is higher because the market price of Widgets
declines). The domestic industry responds by shifting
resources from Widgets to Gadgets, which increases sales
of Gadgets to 97 units (because the price of Gadgets has
also declined), and by filing an antidumping petition
alleging unfair competition by certain foreign producers
of Widgets. This raises the issue of how the Commission
should proceed to determine whether there has been
material injury by reason of the dumped imports of
Widgets.

Note that if this production interrelationship
(supply-side substitution) is ignored, the domestic
industry is defined in terms of Widgets. Then, import
penetration of Widgets has increased from zero to 50
percent; profits of domestic firms that specialize in
Widgets could plummet; capacity utilization of these same
firms could also fall off sharply. But, if
produc;ion/suﬁply-side flexibility is considered, the
domestic indusfry ié defined pro?erly, i.e. the

combination of Widgets and Gadgéts. Then, import
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penetration has increased slightly from zero to about 3
percent (i.e., 3/103); profit results over all firms would
probably be little affected; and capacity utilization for
the industry as a whole would change very modestly.

The probability that the Commission would reach
different decisions in this hypothetical under these two
differing approaches to industry definition suggests that
one should consider supply-side flexibility inm Title VII
cases., Finally, note that this observation is not
affected by evidence which indicates that any individual
firm may have suffered injury as a result of the dumped
imports, i.é., a firm specializing in Widgets. For the
statute plainly states that the relevant concern of the
Commission is injury to the domestic industry, not merely
injury to particular firms. 6/

These points are directly relevant to the two cases
under consideration here. For example, as indicated in
the Staff Report (p. II-1), standard and line pipes and

tubes can be produced on the same equipment and using

nearly identical manufacturingrprocesses. Moreover, the

Staff Report (p. a-12) also indicates that * * * domestic
firms specialize in standard pipes and tubes, * * * firms
specialize in line pipes and tubes, and * * % firms

produce both types of products. The report also notes,

6/ 19 U.S.C. sec. 1671(2)(A) and 19 U.S.C. sec.
1673(2)(A).
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however, (p. II-1) that line pipes require additional
testing. Unfortunately, we do not possess sufficient
information to assess how severe a barrier this poses to
the standard pipe producer that contemplates switching to
line pipe production. It is not likely, however, that this
barrier would be high. After all, some major producers,
which account for over half of the reported production
capacity of both standard and line pipes, already produce
both types of pipes. Thus the supply-side flexibility
between standard and line pipes appears to be very
strong.

Evidence of strong supply-side flexibility between
the two products is also bolstered by Petitioners'
arguments in a previous antidumping case involving these
same products. The arguments call into question the
reported data in the present investigations that purport
to distinguish information for the two products. In

Certain Welded Carbon Steel Pipes and Tubes from Thailand

and Venezeula, Petitioners maintained that firms that

produce both line and standard pipe could not provide
separate data for the two products and "view[ed] the
producerS‘qf standard and line pipe as a single

industry.” 7/ Since that time these firms have apparently
devised a procedure to allocate Quch variables as capacity

and profits to the two products. However, it is worth

7/ Inv. Nos. 701-TA-242 (Preliminary) and 731-TA-252
(Preliminary), USITC Pub. 1680 (April 1985) at 9 note 14,
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inquiring what meaning the Commission can give to these
new data. Since, as has been discussed above, the same
machinery can be used to make both standard and line
pipes, the new data are suspect. In particular, they are
of questionable value in assessing the performance of the
firms that produce bot@ products.

Having discussed certain deficiencies of a
two-product, two-industry analysis, I nevertheless concur
with my colleagues in this case—-—-and note that my
determination would have been the same either way. I am
persuaded, however, that the issues discussed here merit
further consideration and study in the context of future

cases coming before the Commission.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

As a result of preliminary determinations by the U.S. Department of
Commerce that producers or exporters of certain welded carbon steel pipes and
tubaes in Turkey are receiving subsidies from their Government and that imports
of certain welded carbon steel pipes and tubes from Thailand are being sold in
the United States at less than fair value (LTFV), 1/ the U.S. International
Trade Commission instituted investigations under sections 705(b) and 735(b) of
the Tariff Act of 1930 (19 U.S.C. § 1671d(b) and § 1673d(b)) to determine
whether an industry in the United States is materially injured or threatened
with material injury, or whether the establishment of an industry in the
United States is materially retarded, by reason of the following
subsidized and/or LTFV imports:

Standard 2/ and line 3/ pipes and tubes from Turkey (countervailing duty
investigation No. 701-TA-253 (Final)) and

Standard pipes and tubes from Thailand (antidumping investigation No.
731-TA-252 (Final)).

Notice of the institution of the Commission's final antidumping
investigation concerning subject imports from Thailand 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
Reqgister on October 28, 1985. 4/ Notice of the institution of the
Commission's final countervailing duty investigation concerning subject
imports from Turkey and of a public hearing to be held in connection with both
the countervailing duty investigation and the antidumping investigation was

preliminary determination of sales in the United States at LTFV for imports of
subject products from Thailand (50 F.R. 40427); on Oct. 28, 1985, Commerce
published notice of its preliminary affirmative determination of subsidies for
subject imports from Turkey (50 F.R. 43597). Commerce subsequently made
affirmative final determinations in the investigations, publishing notice in
the Federal Register on Jan. 10, 1986 (Turkey) and Jan. 27, 1986 (Thailand).
Copies of those final determinations are presented in app. A.

2/ For purposes of subject investigations, the term "standard pipes and
tubes" refers to welded carbon steel pipes and tubes of circular cross
saction, over 0.375 inch but not over 16 inches in outside diameter, provided
for in items 610.3231, 610.3234, 610.2241, 610.3242, 610.3243, 610.3252,
610.3254, 610.3256, 610.3258, and 610.4925% of the Tariff Schedules of the
United States Annotated (TSUSA) (items 610.3231, 610.3232, 610.3241, 610.3244,
and 610.3247 prior to Apr. 1, 1984).

3/ For purposes of subject investigations, the term "line pipes and tubes"
refaers to welded carbon steel pipes and tubes of circular cross section, with
walls not thinner than 0.06% inch, 0.37% inch or more bhut not over 16 inches
in outside diameter, conforming to American Petroleum Institute (API)
specifications for line pipe, provided for in TSUSA items 610.2208 and
610.3209.

4/ A copy of the Commission's notice of investigation, as published inathe
Federal Reqister on Oct. 28, 1985, is presented in app. B.
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given in the same mannaer. 1/ The hearing was held in the Commission's hearing
room on January 7, 1986. 2/

Background

These investigations result from petitions filed with the Commission and
the Department of Commerce by counsel for the Committee on Pipe and Tube
Imports (CPTI) 3/ on February 28, 1985, and by counsel for the individual
members of the subcommittees on standard and line pipe 4/ on July 16, 1985,
The February 28, 1985, petition 5/ alleges that an industry in the United
States is materially injured and threatened with material injury by reason of
standard pipes and tubes from Thailand which are sold in the United States at
LTFV. 6/ Accordingly, the Commission instituted investigation No. 731-TA-252

1/ The Commission published notice of its countervailing duty investigation
in the Federal Reqister on Nov. 14, 1985. The Commission also published a
notice in the Federal Register on Nov. 14, 1985, revising the scheduling of
the hearing for the antidumping investigation to be held concurrent with the
subject countervailing duty investigation. Copies of the Commission's
notices, as published in the Federal Reqister, are presented in app. B.

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

3/ The 25 member producers of the Committee on Pipe and Tube Imports as of
Feb. 28, 1985, were Allied Tube and Conduit Corp.; American Tube Co., Inc.;
Barnard Epps & Co.; Bock Industries of Elkhart, Indiana; Bull Moose Tube Co.;
Central Steel Tube Co.; Century Tube Corp.; Copperweld Tubing Group; Hughes
Steel and Tube; Kaiser Steel Corp.; LaClede Steel Co.; Maruichi American
Corp.; Maverick Tube Corp.; Merchant Metals, Inc.; Phoenix Steel Corp.;
Pittsburgh Tube Co.; Quanex Corp.; Sawhill Division of Cyclops Corp.; Sharon
Tube Co.; Southwestern Pipe, Inc.; Tex-Tube Division of Cyclops Corp.;
UNR-Leavitt; Welded Tube Co. of America; Western Tube and Conduit; and
Wheatland Tube Corp.

4/ The Committee on Pipe and Tube Imports is divided into subcommittees,
including one for standard pipes and tubes and one for line pipes and tubes.
The 12 members of the standard pipe subcommittee as of Feb. 28, 1985, were
Allied Tube & Conduit Corp.; American Tube Co.; Bull Moose Tube Co.; Century
Tube Corp.; LaClede Steel Co.; Maruichi American Corp.; Pittsburgh-
International Division of Pittsburgh Tube Co.; Sawhill Division of Cyclops
Corp.; Sharon Tube Co.; Southwestern Pipe, Inc.; Western Tube & Conduit; and
Wheatland Tube Corp. The four members of the line pipe subcommittee as of
Feh. 28, 1985, were LaClede Steel Co., Sawhill Division of Cyclops Corp.,
Tex~Tube Division of Cyclops Corp., and Wheatland Tube Corp.

%/ On Mar. 12, 1985, counsel for the Committee on Pipe and Tube Imports
amended the petition to state, among other things, that the petition was filed
by the standard pipe subcommittee of the Committee on Pipe and Tube Imports,
and by each of the individual manufacturers that are members of that
subcommittee.

6/ Line pipes and tubes were included within the scope of the original
patition. In the process of instituting its investigation, Commerce advised
the petitioner that the welded carbon steel pipes and tubes covered by the
petition represented two distinct classes or kinds of products-—standard pipe
and line pipe. Subsequently, on Mar. 14, 1985, the petition involving imports
from Thailand was withdrawn as it relates to line pipe, because there is no a-2
known production in Thailand of line pipe to API specifications.
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(Preliminary). 1/ On the basis of information developed during the course of
that investigation, the Commission determined that there was a reasonable
indication that an industry in the United States was threatened with material
injury 2/ by reason of imports of the subject merchandise from Thailand (50
F.R. 16167, Apr. 24, 1985),

The July 16, 198%, petitions allege that industries in the United States
are materially injured and/or threatened with material injury by reason of
imports of standard and line pipes and tubes from Turkey that are being
subsidized by their respective Governments. Accordingly, the Commission
instituted investigation No. 701-TA-253 (Final). 3/ On the basis of
information developed during the course of those investigations, the
Commission determined that there was a reasonable indication that industries
in the United States were materially injured 4/ by reason of imports of the
subject merchandise (50 F.R. 37068, Sept. 11, 1985).

1/ In addition, petitioners filed a countervailing duty petition on subject
imports from Thailand, a countervailing duty petition on standard and line
pipes from Venezuela, and an antidumping petition (as modified) on standard
pipes and tubes from Venezuela. Thailand is not a "Country under the
Agreement," and therefore the Commission is not required to reach a
determination with respect to injury from allegedly subsidized imports.
Consequently, the Commission did not institute a countervailing duty
investigation with respect to the allegedly subsidized imports from Thailand.
The Commission instituted countervailing duty investigation No. 701-TA-242
(Preliminary) and antidumping investigation No. 731-TA-253 (Preliminary)
concerning standard and/or line pipes and tubes from Venezuela and made
affirmative preliminary determinations (50 F.R. 16167, Apr. 24, 1985). The
petitions concerning imports of these products from Venezuela were
subsequently withdrawn. Copies of the Commission's notices of termination, as
published in the Federal Register on Oct. 28, 1985, and Dec. 12, 1985%, are
presented in app. D.

2/ Chairwoman Stern determined on the basis of a cumulative analysis that
there was a reasonable indication that an industry in the United States was
materially injured by reason of imports of standard pipes and tubes from
Thailand. Vice Chairman Liebeler dissented.

3/ In addition, petitioners also filed countervailing duty petitions on
imports of standard pipes and tubes from India and Yugoslavia and line pipes
and tubes from Taiwan and Yugoslavia, and antidumping petitions on imports of
standard pipes and tubes from India and Yugoslavia, line pipes and tubes from
Taiwan, and standard and line pipes and tubes from Turkey. Inasmuch as
Yugoslavia is not a "Country under the Agrecment," no countervailing duty
investigation with respect to imports from Yugoslavia was instituted.
Countervailing duty investigations Nos. 701-TA-251 and 252 (Preliminary) were
instituted concerning subject imports from India and Taiwan, respectively;
antidumping investigations Nos. 731-TA-271, 272, 273, and 274 (Preliminary)
were instituted concerning subject imports from India, Taiwan, Turkey, and
Yugoslavia, respectively. The Commission made a negative preliminary
determination with respect to imports of line pipes from Yugoslavia and
affirmative preliminary determinations with respect to all other cases (50
F.R. 37068, Sept. 11, 1985). Commerce made affirmative preliminary
determinations in each of these cases, bhut made final negative determinations
with respect to the countervailing duty investigations concerning subject
products from India (50 F.R. 53367, Dec. 31, 1985) and Taiwan (50 F.R. 53363,
Dec. 21, 198%). a3

4/ Chairwoman Stern determined that the domestic industries were materially
injured or threatenad with material injury.




Discussion of Report Format

This report is organized in two major parts on the basis of product
groups. Part I deals with standard pipes and tubes and part II deals with
line pipes and tubes. Discussions of Commerce's final subsidy and LTFV
determinations, the foreign producers of these products in Turkey and
Thailand, the President's program for voluntary reductions of steel exports to
the United States, financial information of the overall establishments within
which subject products are produced, and exchange rates of the Turkish and
Thai currencies, are presented in this introductory portion of the report.

Nature and Extent of Subsidies and Sales at LTFV

Commerce made final determinations that standard pipes and tubes from
Thailand are bheing sold in the United States at LTFV and that certain benefits
which constitute subsidies are being provided to Turkish manufacturers,
producers, or exporters of standard and line pipes and tubes by the Government
of Turkey. In addition, Commerce made negative final determinations of
critical circumstances with respect to imports of subject pipes and tubes from
Turkey and Thailand. Details of Commerce's final subsidy and LTFV
determinations are contained in the Federal Register notices presented in
appendix A.

Commerce determined that, during the period September 1984-February 1985,
the LTFV margins were 15.69 percent for Saha Thai Steel Pipe Co., Ltd.; 15.60
percent for Thai Steel Pipe Industry Co., Ltd.; and 15.67 percent for all
othar companies.

Although Commerce estimated the net subsidy on subject Turkish exports to
be 18.81 percent ad valorem, it set the bond or cash deposit rate at 17.80
percent after taking into account several programwide changes that occurred
after its review period (calendar year 1984). The programs found to confer
subsidies, and the amount of each, are presented in the following tabulation:

Subsidy
Program (percent ad valorem)
Export tax rebate and supplemental
tax rebate 14.68 1/
Preferential export financing 3.74 2/
Deduction from taxable income for
export revenues .39
Resource Utilization Support (VTS [—— - - 3/
All programs 18.81 4/

1/ 14.01 percent for bhonding purposes.

2/ Cxcluded from the bonding rate since all loans were repaid prior to
Commeirce's preliminary determination and the preferential export financing
program was abolished, effective Jan. 1, 1985,

3/ Paymaents to exporteirs from- the Resource Utilization Support Fund were
nonexistent during the review period since the fund was not effectively
established until Jan. 1, 1985. However, Commerce included an estimated
subsidy of 3.40 percent for bonding purposes.

A/ 17.80 percent for bonding purposes.
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Export tax rebates were the single largest subsidy found to exist in this
investigation. Commerce reported that the rates of export tax rebates were
reducad during the review period from 20 percent of the f.o.b. value of the
exported goods to 16 percent and again to 11 percent. Counsel for the
Government of Turkey report that the export tax rebate rate will be further
reduced, to 8 percent, by November 1, 1986. 1/

. Foreign Producers

Turkey

There are four principal producers of standard and line pipes and tubes
in Turkey. Borusan Holding AS, ¥ * %, is strongly export oriented, selling
predominantly to the Middle East. Mannesmann—-Sumerbank Boru Endustrisi 2/
® % K, ¥ ¥ % Erkboru Profil Sanayi ve Ticaret AS, and Umran Spiral Welded
Pipe, Inc. 3/ Umran is not known to have exported the subject products to the
United States and is believed to produce primarily large diameter pipes;
however, the purchase of a pipemill from Bethlehem Steel Corp. will give the
firm a sizeable capacity to produce subject products. 4/ Erkboru began to
produce ASTM-grade pipes when it opened a new mill in January 198%. A fifth
Turkish producer, Yucel Boru ve Profil Endustrisi, exported about % % ¥
tons &/ of standard pipes and tubes to the United States in 1984 and none in
1985,

Counsel for Borusan, Mannesmann, and Erkboru provided the Commission with
the firms' capacity, production, and exports of the subject products during
January 1982-September 1985 (table 1). The combined annual capacity of
Borusan and Mannesmann for both standard and line pipes and tubes is ¥ ¥ %
tons. The capacity of Erkboru to produce standard pipes and tubes was ¥* % %
tons in 1985 and is projected to be ¥ ¥ ¥ tons in 1986; however, ¥ % ¥,

The producers in Turkey are able to shift between the production of
standard pipes and tubes and line pipes and tubes. Borusan reported capacity
to produce standard and line pipes and tubes to be % ¥ ¥ tons—of which %* % %

1/ Submission by respondent dated Jan. 22, 1986.

2/ This company is 57.14 percent owned by the Mannesmann Group of West
Germany and 42.86 percent owned by interests in Turkey. The Mannesmann Group

produces steel, through joint ventures or subsidiaries, in West Germany,
Turkey, Brazil, and the Netherlands (Coudert Brothers' submission of Jan. 16,
1986, pp. 2 and 3.

3/ Metal Bulletin Monthly, July 1983, p. 99.

A/ This plant, previously operating at Sparrows Point, MD, allegedly had the
capacity to produce 200,000 tons of pipes and tubes annually. In an affidavit
submitted with the postconference statement of counsel on behalf of the
Government of Turkey, the marketing manager of Umran provided information on
that acquisition. The pipe and tube facility at Sparrows Point was purchased
near the end of 1983 and is currently being dismantled and in the process of
being shipped to Turkey. Approximately one-half of the plant has been shipped
to Turkey. All parts are expected to be on their way to Turkey by early 1986,
but the earliest the plant in Turkey is expected to be even partly operational
is carly in 1988. The targeted export market for the pipes that will
eventually be produced by this mill is the Soviet Union.

%/ Unless otherwise noted, the term "ton" refers to a short ton (2,000
pounds).
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Table 1.--Standard and line pipes and tubes: Turkey's capacity, production, and export
sales, by firms, 1982-84, January-September 1984, and January-September 1985

. .
.

January-September--

ee oo

Item D 1982 1983 D 1984 ——
: : : : 1984 1985 1/
Capacity: 2/ H : : : :

Borusan-------————-- short tons--: ol ot *kk *kk *kk o xkk

Erkboru--—-—-—————ecee e do----: 3/ : 3/ : 3/ : 3/ : *%k

Mannesmann-Sumerbank----- do----: XXk X%k xkk XXk . badaded
Total-—-ecm—m e do---—: AR ¢ KKK 3 AKX [T 1T

Production: : : : : :

Standard pipes and tubes: : : : : :
Borusan-—————————em———n do----: *kk . XKk o k2.3 S *KKk o KKK
Erkboru--————————ecm - do----: 3/ : 3/ : 3/ : 3/ : Kkk
Mannesmann-Sumerbank---do---—-: baded I XXk XXk ¢ badade i badaded

Total-————— do-—---: XKk o b2 2 S L 2.3 I k3.2 S * KK

Line pipes and tubes: : : : : :
Borusan----—————————w——- do----: k2.3 S KKK o AKXk o XKk o b 3.3
Mannesmann-Sumerbank---do----: Xxk XKk X%k fadade i fadalel

Total-————— e do-—---: b2 3 S L2 2 S L. 2.2 S *kk o * %k
Capacity utilization: 2/ : : : : :

Borusan-----~-———=———~ percent--: *kk *kk ; *kk *kk *kk

Erkboru-------——ceeeee—— do—---: 3/ : 3/ : 3/ : 3/ : *%xk

Mannesmann-Sumerbank----- do-~--: hadade B fadadedi fadade B fadededN * k%
Average--~-—————-————o—— do-—--: *kk o L33 S L2 & Y kkk o Kk k

Exports of standard pipes to-- : : : :

The United States by: H : : :

Borusan-----~-=~- short tons--: *kk *kk xkk *kk *kk
Erkboru--—---=——-ccooo-- do----: 3/ : 3/ i 3/ V4 : *kk
Mannesmann-Sumerbank---do----: XKk Xkk . *kk *kk 3 fadadel

Total-————— do----: kK o k3.2 S KKK o kK o KKKk

All other countries by: : : : : :
Borusan-—-——-——————————— do-—--: *kk o hkk o KKk o *kk o Kk Xk
Erkboru--—--—-————ccnn do----: 3/ : 3/ : 3/ : 3/ : KAk
Mannesmann-Sumerbank---do----: XXk X%k xkk . *kk fadaded

Total-————c—m e do----: XKk o k2.2 S KKKk o XKk o KKk

Total by: : : : : :
Borusan---—-——————e—ewe-o- do----: L2 % S Kkk o L. 2.3 S L2 3 Fkk
Erkboru------- ————— do—---: 3/ : 3/ : 3/ : 3/ : fadale
Mannesmann-Sumerbank---do----: XXk xkk Xk% *kk badaded

Total--———cm—mm—— e do———=: *kk AKX *KK *KK *kKk
Exports of line pipes to-- : : : :

The United States by: : : : : :
Borusan---------- short tons--: *kk g fatot *xk *kk KXk
Mannesmann-Sumerbank---do----: XXk X%k . XXk X%k . fadadel

Total-——-———mmmmme do—-~—-: *kK s T okkk s *Kkk *kk o *kk

All other countries by: : : : : :

BOrUSAN-—— -~~~ mm e do————: *kk 2 *kK o *kK *kKk Kk
Mannesmann-Sumerbank----do----: xxk *kk . fadadali *kX : XXk
Total--—-—— e do----: L33 2 *kk o xkk . *kXk o %Xk

Total by: : : : : :
Borusan-——--——-——————- do--—--: *kk o *hk o *kk . KkX o * k%
Mannesmann-Sumerbank---do----: kkk . *kk XKk *kk faladed

Total-—— - do----: Kkk o *hK o k2.t S *AhK o KKK

1/ January-December 1985 for Erkboru. 6

a_

2/ Both standard and line pipes and tubes.
3/ Not applicable; Erkboru did not begin production of ASTM-grade pipes until 1985.

Source: Compiled from data provided by counsel for subject firms and the U.S. Embassy
in Turkey.
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to ¥ ¥ % tons could be used to produce either standard or line pipes and tubes
and the remaining * ¥ ¥ tons can be used only to produce standard pipes and
tubes. Mannesmann reported that, although its entire capacity of ¥ ¥ ¥ tons
could be used to produce either standard or line pipes and tubes and any
unused capacity could be considered available to produce either standard or
line pipes and tubes, its ability to shift from production of standard pipes
and tubes to production of line pipes and tubes (or vice versa) is only ¥ ¥ ¥
tons per month.

Production of standard pipes and tubes by Borusan, Mannesmann, and
Erkboru ¥ ¥ ¥ from ¥ % ¥ tons in 1982 to % * % tons in 1983, % ¥ ¥ to % % %*
tons in 1984, and then ¥ % % to % % % tons during January-September 19856,
compared with ¥ ¥ ¥ tons during January—September 1984. Reported production
of line pipes and tubes % ¥ ¥ from % ¥ ¥ tons in 1982 to ¥ ¥ ¥ tons in 1984,
and than ¥ % % to ¥ ¥ ¥ tons during January-September 1985, compared with
¥ % ¥ tons during January-September 1984, The capacity utilization rate % % ¥
from * ¥ ¥ parcent in 1982 to ¥ ¥ ¥ parcent in 1984 and * % ¥ percent during
January-September 198%. At the January-September 1985 rate of utilization,
¥ ¥ %, these three Turkish producers would have approximately ¥ ¥ ¥ tons of
unutilized capacity.

The firms reported exporting % % ¥ tons of standard pipes and tubes to
the United States in 1982. These exports ¥ ¥ ¥ in 1983 to ¥ * ¥ tons, then
* ¥ % to ¥ ¥ ¥ tons in 1984. During January-September 1985, exports to the
United States from these firms rose to % ¥ ¥ tons.

These firms reported no exports of line pipes and tubes to the United
States in 1982 and 1983. Exports of line pipe to the United States in 1984
were hy % ¥ ¥ which reported shipping % ¥ ¥ tons, ¥ * % reported shipping
¥ % % tons of line pipe to the United States during January-September 1985.

Thailand

Petitioners alleged threat of material injury with respect to imports of
standard pipes and tubes from Thailand, stating that producers in Thailand
began offering large quantities of pipe and tube for delivery to the U.S.
market during January-March 1985. 1/ Petitioners further alleged that the
capacity of producers in Thailand has been increased significantly in the last
few years for the purpose of increasing exports. 2/

Thailand's 3/ production of standard pipe and tube increased annually
firom 272,196 tons in 1982 to 322,994 tons in 1984, or by 18.7 percent
(table 2). Production during January-September 1985 totaled 194,254 tons,

1/ Antidumping petition in the matter of certain welded carbon steel pipe
and tube products from Thailand, p. 24.

2/ Ibid., p. 26.

3/ The data in this section are for 5 producers, which according to the
postconference brief on behalf of First Steel Industry Co., Saha Thai Steel
Pipe Co., Siam Steel Pipe Co., Thai Steel Pipe Industry Co., and Thai Union
Steel Co., are the only manufacturers in Thailand with sufficient capacity and
adaptability to manufacture products to U.S. specifications in sufficient
quantities to make export profitable, pp. 11 and 12. :

a-7
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Table 2.-—Standard pipes and tubes: Thai 1/ production, capacity, capacity
utilization, domestic shipments, and exports, 1982-84, January-September
1984, and January-September 1985

, , , Jan.-Sept .~
Item ) 1982 1983 1984 -
: ; : 1984 1985
Production 2/ —tons-——: 272,196 : 308,291 : 322,994 : 173,203 : 194,254
Capacity do : 331,131 : 331,131 : 343,918 : 244,845 : 244,845
Capacity utilization-—percent——: 82.2 : 93.1 : 93.9 : 70.7 : 79.3
Domestic shipment s —tons--—: 148,216 : 162,952 : 167,692 : 110,329 : 96,381
Exports to-— : ! : : :
United States do : 0 0 : 1,023 : WX ;38,339
All other markets-————do——: 123,980 : 145,339 : 155,302 : X% . 59, 534
Subtotal do : 123,980 : 145,339 : 156,325 : 62,874 : 97,873
Total shipments do 1 272,196 : 308,291 : 324,017 : 173,203 : 194,254
Ratio to total shipments of— : : : :
Domestic shipments-—percent—: 54.5 : 52.9 : 51.8 : 63.7 : 49.6
Total exports do : 45.5 47.1 48.2 36.3 : 50.4
Ratio of exports to the United : : : : :
States to total exports : : : : :
percent-—: 0 : 0 : 0.7 : L 39.2

1/ Data are for the following 5 producers: First Steel Industry Co., Saha
Thai Steel Pipe Co., Siam Steel Pipe Co., Thai Steel Pipe Industry Co., and
Thai Union Steel Co.

2/ Manufacturers report that they produce to meet orders and do not maintain
inventories excepts to accumulate quantities for bulk shipment.

Source: Submissions by counsel on behalf of the % Thai producers.

compared with 173,203 during January-September 1984. Reported capacity in
Thailand increased by 3.9 percent during 1982-84. Producers in Thailand
increased their capacity utilization annually from 82.2 percent in 1982 to
93.9 percent in 1984, Capacity utilization was 79.3 percent during
January-September 1985 compared with 70.7 percent during January-September
1984. Shipments to the domestic market accounted for about one-half of
Thailand's output during the January 1982-September 1985 period. Total
exports as a share of total shipments increased only slightly—from 45.5
percent in 1982 to 48.2 percent in 1984 and to 50.4 percent during
January-September 1985, Exports to the United States, which were zero in 1982
and 1983, accounted for 0.7 percent of the total exports from Thailand in 1984
and 39.2 percent of total exports from Thailand during January-September 1985.

The President's Program on Voluntary Restraints
of Exports to the United States

In September 1984, the President outlined a nine-point program designed
to assist the U.S. steel industry in a number of areas, including trade.
Under this program, the U.S. Government would negotiate surge-contirol
arrangements (and self-initiate unfair petitions, if necessary) with a-8



understandings, or suspension agreements, with countries "whose exports to the
United States have increased significantly in recent years due to an unfair
suirge in imports." Unfair surges were described in the President's decision
as dumping, subsidization, or diversion from other importing countries that
have restricted access to their markets. Subsequent to arrangements being
negotiated with Brazil, Mexico, Spain, and Venezuela, unfair trade petitions
concerning standard and line pipes and tubes from these countries were
withdrawn by the petitioners prior to the completion of the investigations.

In addition, the antidumping and/or countervailing duty orders concerning
imports of subject products from Korea were revoked after the Korean
Government sighed an arrangement. Recently, an agreement was negotiated with
the Government of Yugoslavia.: Petitioners in the instant cases have decided
not to withdraw their petition in the antidumping investigation involving
Yugoslavia (investigation No. 731-TA-274 (Final)). Counsel for the
petitioners stated in a telephone conversation with the staff that inasmuch as
the Commission must consider cumulation of imports from subject countries with
imports subject to other ongoing investigations in making its injury
doterminations, it would not be in the best interests of his clients to
withdraw the petition against Yugoslavia.

Petitioners and respondents contend that one reason countries that did
not export to the United States previously, e.g., Turkey, are able to do so
now is because of a void in the marketplace previously filled by imports from
countries that have signed voluntary restraint agreements (VRA's) with the
United States to limit their exports to the United States. 1/ Petitioners
also point out that the impetus for increased imports from new entrants such
as Turkey comes from U.S. importers which are turning to these suppliers in an
attempt to retain their share of the market. 2/ Information on the export
levels allowable under the VRA's and imports from the subject countries is
presented in appendix [.

The European Community Pipe and Tube Agreement

On January 11, 1985, the Office of the United States Trade Representative
announced an agreement with the European Community (EC) on imports of steel
pipes and tubes. The agreement, effective from January 1, 1985, through
December 31, 1986, will reduce the EC share of the U.S8. pipe and tube market
from the 14.6 percent share held during January-October 1984 to 7.6 percent in
1985 and 1986. This agreement followed an embargo on pipe and tube imports
from the EC from November 29, 1984, through December 31, 1984.

Financial Experience of U.S8. Producers of the Subject Products

Overall operations of establishments within which
the subject products are produced

¥ ¥ * U.S. producers supplied usable income—and-loss data on overall
operations for those establishments within which standard and/or line pipes
and tubes are produced. ¥ ¥ ¥ of these firms produce standard pipes and tubes
and ¥ ¥ ¥ produce line pipes and tubes; ¥ ¥ ¥ firms produce both standard and
line pipes and tubes.

1/ See petitioners' prehearing brief, pp. 2-6, and transcript of publig
hearing, pp. 64 and 70.

2/ Transcript, pp. 167 and 168. See also transcript pp. 143 and 158-160.
% X %,
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Aggregate net sales of the % ¥ ¥ reporting firms declined 30.2 percent
from $1.7 billion in 1982 to $1.2 billion in 1983, then rose by 28.9 percent
to $1.5 billion in 1984 (table 3). Net sales were $1.2 billion and
$1.1 billion in the interim periods of 1984 and 198%, respectively. An
operating income of $196.1 million in 1982, or 11.6 percent of sales, was
followed by operating losses of $150.8 million, or 12.8 percent of sales, in
1983 and $20.5 million, or 2.0 percent of sales, in 1984. Operating losses of
$26.1 million, or 2.2 percent of sales, and $48.3 million, or 4.2 percent of
sales, were sustained in the interim periods of 1984 and 1985, respectively.

The integrated firms, i.e., those firms producing raw steel in the blast
furnace and then producing the intermediate skelp and sheets from which the
pipes and tubes are produced, generally experienced operating losses during
the periods coverad by this report, as shown in table 4. The nonintegrated
firms reported aggregate operating incomes of $¥X¥ in 1982, $¥¥X in 1983, $Hxx
in 1984, $¥¥% in the interim period of 1984, and $¥¥¥ in the interim period of
1985. The operating income margins for the nonintegrated establishments
increased from * % ¥ percent in 1982 to * ¥ ¥ percent in 1983 and % % %
percent in 1984; the margin was ¥ ¥ ¥ percent in interim 1984, compared with
* ¥ % poercent in interim 1985,

* ¥ ¥ reported financial information on establishments within which the

firm produced standard pipes and tubes ¥ ¥ ¥ As shown in the following
tabulation, ¥ % %:

Investment in productive faciiities and capital expenditures

The aggregate investment by ¥ ¥ ¥ U, 8. producers of standard and/or line
pipes and tubes in productive facilities for all products of their
establishments, valued at cost, increased from $120.3 million at yearend 1982
to $136.4 million at yearend 1984 and rose further to $159.8 million as of
September 30, 1985, The book value of such assets followed a similar trend
from yearend 1982 to September 30, 1985. Capital expenditures for ¥ ¥ ¥ U .G,
producers increased from $6.5 million in 1982 to $8.3 million in 1982, then
fell to $7.9 million in 1984. Capital expenditures increased sharply from
$6.7 million during the interim period in 1984 to $22.2 million in the
corresponding period of 1985. Reported investment in productive facilities
and capital expenditures are shown in the following tabulation (in thousands
of dollars):

’

Investment in productive facilities 1/ Capital

Period Original cost : Book value expenditures
120,288 52,814 6,466
3 128,703 53,971 8,263
1984 136,395 ‘ 53,830 7,909
Jan.~Sept:
- 7 S— 136,257 54,872 6,697
LT S— 159,823 70,319 22,216

a-10
1/ As of yearend 1982, 1983, and 1984; Sept. 20, 1984; and Sept. 30, 1985,
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Table 3.--Income-and-loss experience of * * % U,S. producers 1/ on the overall
operations 2/ of their establishments within which standard and line pipes and tubes are
produced, accounting years 1982-84 and interim periods ended Sept. 30, 1984, and
Sept. 30, 1985 ;

: : : : Interim period
Item ‘1082 ° 1083 1084 ——=ended Sept. 30
: : : 1984 1985

Net sales—----—- 1,000 dollars--: 1,684,443 : 1,174,501 : 1,515,134 : 1,167,655 : 1,137,845

Cost of goods sold—----- do----:_1,391,192 : 1,223,488 : 1,439,147 : 1,102,598 : 1,085,529

Gross profit or (loss)--do----: 293,251 : (48,987): 75,987 : 65,057 : 52,316
General, selling, and : : : : : :
administrative : : : : :

eXpenses—-———=——————=- do----: 97,181 : 101,812 : 106,492 : 91,188 : 100,612
Operating income or B : : : :

(loss) do—~--: 196,070 : (150,799): (30,505): (26,131): (48,296)
Depreciation and amorti- : : : : :

zation expense----——--— do—---: 41,973 : 42,664 : 48,685 : 36,840 : 37,536
As a share of net sales: : : : : :
Cost of goods sold : : : : :

percent--: 82.6 : 104.2 : 95.0 : 94.4 : 95.4
Gross profit or : : : : :

(loss)-————————=—u-— do-~---: 17.4 : (4.2): 5.0 : 5.6 : 4.6
General, selling, : : : : :
and administrative : : : : :

expenses———————————— do----: 5.8 : 8.7 : 7.0 : 7.8 : 8.8
Operating income or : : : : :

(loss)—————————c——n do——--: 11.6 : (12.8): (2.0): (2.2): (4.2)
Number of firms reporting : : : : :

operating losses—----——————- : 3: 4 : 3: 3: 4

1/ These firms are * * %,
2/ * % %,

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 4.-Income-and-loss experience of U.S5. producers on the overall
operations of their establishments within which standard and line pipes and
tubes are produced, by nonintegrated producers and specified integrated
producers, accounting years 1982-84 and interim periods ended
Sept. 30, 1984, and Sept. 30, 1985

Interim period
ended Sept. 30—

Item © 1982 1983 . 1984 :
' ' : 1984 1985

Source: JCompiled from data submitted in response to questionnaires of the
U.S8. International Trade Commission.

Capital and investment

Pursuant to section 771(7)(c)(iii)(III) of the act, U.S. producers were
asked to describe any actual or potential negative effects of imports of the
subject products from Turkey and Thailand on their firms' growth, investment,
and ability to raise capital. Four firms issued statements: * ¥ ¥ commented
on the effect of imports of standard pipes and tubes from Thailand on selling
prices in the west (statement included in section on prices in part I); * % %*
and ¥ ¥ ¥ addressed the effect of imports of pipes and tubes in general, from
all sources; and ¥ ¥ ¥ (statement not included) described the effect of
imports of a product not subject to these investigations. Below are the
replies of % % ¥

Exchange Rates

Indexes of the nominal and real exchange rates of the Turkish lira and
Thai baht relative to the U.S. dollar are shown in table 5. The exchange
rate indexes are based on rates expressed in U.5. dollars per foreign currency
unit. The real exchange rate is determined by adjusting the nominal exchange
rate for differences in the rates of inflation 1n Turkey and Tha1land relative
to the inflation rate in the United States. 1/

1/ The percentage change in the international purchasing power of each
currency from the reference period January-March 1983 provides an indication
of the maximum amount that a foreign producer or its agent can reduce its
dollar prices of foreign products in the U.5. market without reducing its
profits, assuming it has no dollar-denominated costs or contracts. A foreign
producer, however, may choose to increase its profits by not reducing its
dollar prices or by reducing its dollar prices by less than the depreciation
would allow. Within specific industries, such as the carbon steel pipe and
tube industry, the proportion of foreign producers' costs attributable to
imports of raw materials and energy from the United States or from countrigs
whose currencies aire linkod to the dollar would vary by specific product and
producer.



a-13

Table 5.-—Nominal-exchange—-rate aquivalents 1/ of the Turkish lira and the Thai

haht in U.8. dollars, real-exchange-rate equivalents, and producer price

indicators in the United States, Turkey, and Thailand, 2/ indexed by quarters,

January 1983-September 198%

(January-March 1983=100)

u.s. | Turkey : Thailand
. : Pro- . Pro—- : . Exchange rate : Pro— Exchange rate
Period ducer . .
' Price ' duger : indexes 3/ f duger f 1ndefes 4/
‘ Index Prlce‘: Nominal ~ Real 5/ ° Price. : Nominal ' Real 5/
: : Index ': : =" 1 Index : :

1983: : : : : :
Jan.-Mar——: 100.0 : 100.0 100.0 100.0 : 100.0 : 100.0 : 100.0
Apr.~June-—: 100.3 : 107.0 : 91.5 : 97.7 : 100.7 : 100.0 : 100.5
July-Sept-—: 101.3 : 114.7 : 82.6 : 93.6 : 102.6 : 100.0 : 101.3
Oct.-Dec—-: 101.8 : 126.1 74.5 92.3 : 102.7 : 100.0 : 100.9

1984: : : : : :
Jan.-Mar——: 102.9 : 144.1 62.6 : 87.8 : 99.5 : 100.0 : 96.7
Apr.-June——: 103.6 : 165.6 : 55.8 : 89.2 : 98.5 : 100.0 : 95.1
July—-Sept—: 103.3 : 177.2 : 50.1 : 86.0 : 98.1 : 100.0 : 95.0
Oct.-Dec~—: 103.0 : 191.9 : 46.1 85.8 : 97.5 : 90.0 : 85.1

1985: : : : : : :
Jan.-Mar-—: 102.9 : 215.0 : 41.3 : 86.2 : 97.2 : 82.8 : 78.2
Apr.—June—: 103.0 : 232.% : 37.4 . 84.5 : 98.1 : 83.8 . 79.9

2: 6/ 36.0 : 6/ 6/ 85.4 : 6/

July-Sept—: 102,

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

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

3/ U.S. dollars per lira.

4/ U.S. dollars per baht.

%/ The real value of a currency is the nominal value adjusted for the
difference hetween inflation rates as measured by the Producer Price Index in
the United States and the respective foreign country.

6/ Not available.

Source: International Monetary Fund, International Financial Statistics,
December 1985,

In nominal terms, the value of the Turkish lira depreciated steadily
relative to the U.S. dollar, falling by 64 percentage points from
January-March 1983 to July-September 198%. 1In real terms, the value of the
lira vis-a-vis that of the U.S. dollar also declined steadily, but only by
some 16 percentage points between January-March 1983 and April-June 1985,

The Thai baht maintained a constant nominal exchange rate vis-—a-vis the
U.s. dollar from January-March 1983 to July-September 1984. Between
July—-September 1984 and July-September 1985, however, the baht depreciated by
about 1% percentage points in nominal terms relative to the dollar. Between
January-March 1983 and April-June 1985, the real value of the baht depgﬁgiatad
by 20 percentage points relative to the dollar.



STANDARD PIPES AND TUBES
Introduction
This part of the report presents information relating specifically to
countervailing duty investigation No. 701-TA-253 (Final) concerning imports of

standard pipes and tubes from Turkey and antidumping investigation No.
731-TA~-252 (Final) regarding such imports from Thailand.

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

Steel pipes and tubes can be divided into two general categories
according to the method of manufacture—welded or seamless. Each category can
be further subdivided by grades of steel: carbon, heat-resisting, stainless,
or other alloy. This method of distinguishing between steel pipe and tube
product lines is one of several methods used by the industry. Pipes and tubes
typically come in circular, square, or rectangular cross section,

The American Iron & Steel Institute (RISI) 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 tubing, and
0il country tubular goods. 1/

Steel pipes and tubes are generally produced according to standards and
specifications published by a number of organizations, including the American
Society for Testing & Materials (ASTM), the American Society of Mechanical
Engineers, and the American Petroleum Institute (API). Comparable
organizations in Japan, West Germany, the United Kingdom, the U.5.8.R., and
other countries have also developed standard specifications for steel pipes
and tubes.

The imported pipe and tube products that are the subject of these
investigations are circular welded carbon steel pipes and tubes over 0.375
inch but not over 16 inches in outside diameter, which are known in the
industry as standard pipes and tubes. Standard pipes and tubes are intended
for the low-pressure conveyance of water, steam, natural gas, air, and other
liquids and gases in plumbing and heating systems, air-conditioning units,

1/ For a full description of these items, see Certain Welded Carbon Steel
Pipes and Tubes from the Republic of Korea: Determination of the Commission
in Investigation No. 701~TA~168 (Final) . . ., USITC Publication 1345,
February 1983,
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automatic sprinkler systems, and other related uses. They may also be used
for light load-bearing or mechanical applications, such as for fence tubing.
These steel pipes and tubes may carry fluids at elevated temperatures and
pressures but may not be subjected to the application of external heat. They
are most commonly produced to ASTM specifications A-120, A-53, and A-135,

Manufacturing processes

Standard pipes and tubes are made by forming flat-rolled steel into a
tubular configuration and welding it along the joint axis. There are various
ways to weld pipes and tubes; the most popular are the electric resistance
weld (ERW), the continuous weld (butt weld) (CW), the submerged-arc weld, and
the spiral weld. The submerged-arc weld and spiral weld are normally used to
produce pipes and tubes of relatively large diameter. The standard pipes and
tubes in these investigations are generally welded by either the ERW or CW
process. Immediately after welding, the product may be reduced in diameter by
rolling or stretch reducing or may be further formed into squares, rectangles,
or other shapes by using forming rolls.

In the ERW process, skelp 1/ is cold-formed by tapered rolls into a
cylinder. The weld is formed when the joining edges are heated to
approximately 2,600°F. Pressure exerted by rolls squeezes the heated edges
together to form the weld. ERW mills produce both pipe in standard sizes and
tubular products between 0.375 and 24 inches in outside diameter.

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

The advantage of the CW process lies in its ability to produce pipe at
speeds up to 1,200 feet per minute compared with the ERW process maximum of
approximately 110 feet per minute. Thus, economies associated with
high-volume production may make CW pipe cheaper to produce than ERW pipe of
the same grade and specification. 2/ The CW process is especially suited for
the manufacture of standardized, high-volume, small-diameter pipe products,
such as ASTM A-120.

Requirements concerning chemical and mechanical properties for ASTM
standard pipes differ for various specifications and grades. There are two
grades of ASTM A-53 and A-135% standard pipes and one grade of ASTM A-120
standard pipe. Standard pipes are inspected and tested at various stages in
the production process to ensure strict conformity to ASTM specifications.

1/ Skelp is a flat-rolled, intermediate product used as the raw material in
the manufacture of pipes and tubes. It is typically an untrimmed band of hot-
or cold-rolled sheet.

2/ On the other hand, the ERW process has gained increased popularity with
U.S. producers of small-diameter pipe and tube products in recent years
because it requires significantly less energy per pipe produced, since only
the joining edges of the product are heated, creating a weld of comparatively
high integrity within the product specification. Also, it can be used to
produce pipes in sizes up to 24 inches in outside diameter, compared with2the
4. 5-inch maximum outside diameter usually attainable in the CW process.



I-3

U.5. tariff treatment

Imports of the circular pipes and tubes covered by these investigations
are classified and reported for tariff and statistical purposes under TSUSA
items 610.3231, 610.3234, 610.3241, 610.3242, 610.3243, 610.3252, 610.3254,
610.3256, 610.3258, and 610.4925, 1/ which cover welded pipes and tubes (and
blanks therefor 2/) of iron (except cast iron) or of nonalloy (carbon) steel,
of circular cross section, hav1ng an outside diameter over 0.375 inch but not
more than 16 inches.

The current column 1 rate of duty 3/ for standard pipes and tubes
classified under Tariff Schedules of the United States (TSUS) item 610.32 is
1.9 percent ad valorem. This rate of duty was modified as a result of the
Tokyo Round of Multilateral Trade Negotiations (MTN) from the
0.3~cent-per—pound rate in effect prior to January 1, 1982; there are no
further duty modifications scheduled. The current column 1 rate of duty for
standard pipes and tubes classified under TSUS item 610.49 is 8.4 percent ad
valorem and is scheduled to be reduced to 8.0 percent in 1987 as a result of
the Tokyo Round of the MTN. Imports from Turkey and Thailand are dutiable
under the column 1 rates.

In addition to these import duties, final determinations of subsidies and
dumping have been made with respect to imports from Turkey and Thailand,
respectively, and preliminary determinations of dumping have bheen made with
respect to imports from India, Turkey, and Yugoslavia. Antidumping duties are
currently in effect with respect to imports of standard pipes and tubes from
Taiwan. Countervailing duties are currently in effect with respect to imports
from Thailand and Yugoslavia. Until recently, countervailing duty and dumping
orders were in effect with respect to imports from the Republic of Korea
(Korea). 4/

1/ Prior to Apr. 1, 1984, subject products were classified under TSUSA items
610.3231, 610.3232, 610.3241, 610.3244, and 610.3247.

2/ Blanks are semifinished pipe or tube hollows that are purchased by
producers and further processed.

3/ The rates of duty in column 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS. However,
imports of standard pipes and tubes are eligible for duty-free entry, if the
products of designated beneficiary countries under the Caribbean Basin
Economic Recovery Act or the United States—Israel Free Trade Agreement. The
current column 2 rates of duty, applicable to imports from the Communist
countries enumerated in general headnote 3(d), are 5.5 percent ad valorem for
imports under TSUS item 610.32 and 25 percent ad valorem for imports under
TSUS item 610.49.

4/ Net subsidy and dumping margins from current investigations, outstanding
dumping/countervailing duty orders issued since January 1984, and terminated
(other than negative) title VII cases since January 1984 are presented in
table I-1. On Oct. 29, 1985, subsequent to Korea agreeing to a voluntary
restraint arrangement, Commerce published a notice, effective Oct. 1, 1984, in
the Fedaral Register revoking the countervailing duty order with respect to
imports exported from Korea after the effective date. I-3
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Table I-1l.--Standard pipes and tubes: Pending and recently terminated title VII investigations and outstanding
dumping/countervailing duty orders since January 1984, most recent dumping/subsidy margins, and
import-to-consumption ratios, by sources, 1982-84, January-September 1984, and January-September 1985

Ratio of imports to apparent
U.S. consumption

; Welghted- | : : : : .
Item . average . D:ieoggezozj : . . . Jan.-Sept.--
. margin N =’ 7 1982 7 1983 . 1984 -
N : N . . T 1984 T 1985
Antidumping investigations/orders: H H H : : H H
Pending antidumping investigations: : H H : : : H
Thailand (instant investigation)----: 2/ 15.67 : Jan. 27, 1986 : - - 3/ H - 0.7
India : &/ 5/ : Dec. 31, 1985 : 3/ 3/ “0.1 0.1 : .8
Turkey : 5/ 12.78 : Jan. 3, 1986 : - 3/ : .1 .10 1.3
Yugoslavia - ¢+ 5/ 31.24 : Dec. 31, 1985 : 0.2 : - .6 @ /S .6
The People's Republic of China~----- : 6/ : 6/ : - - - -: 3/
The -Philippi : 6/ : 6/ H - -3 - -3 .2
Singapore : 6/ : 6/ : - - 3 - .2
Outstanding antidumping order: H : : : : : :
Taiwan : 9.7 : May 7, 1984 : 7/ 5.2: 71/6.3: 7/ .2: 1/ .2: 7/.5
Recently revoked antidumping order: : H : : H : H
Korea 8/ : 0.9 : May 7, 1984 : 9/ 15.5 : 9/ 21.6 : 9/ 14.9 : 9/ 15.4 : 9/ 19.5
Recently terminated antidumping H H : : H H H
investigations: H : : : : H H
Brazil 10/ : 3.23 : Dec. 31, 1984 : 7/ .7 : 7/ 1.7 : 1/ 6.4 : 7/5.9: 17/ 1.6
Spain 1I7- : 40.75 : Dec, 31, 1984 : 7/ .2: "1/ .6: 7/3.0: 7/3.1: "1/.8
Venezuela 12/ H 26.19 : June 3, 1985 : .2 .6 1.9 : 1.8 ¢ 1,2
Countervailing duty investigations/ : : : H : : H
orders: H : : : : H H
Pending countervailing duty investi- : : : H : : :
gation: H : : H : : :
Turkey (instant investigation)-—-=--- : 13/ 17.80 : Jan. 10, 1986 : - 3 i 1 1.3
Outstanding countervailing duty -8 H i : : H H
orders: : : : : : : :
Thailand : 1.79 : Aug. 14, 1985 : - - 3 - .7
Yugoslavia : 74.50 : Oct. 16, 1985 : .2 - .6 : .4 .6
Recently terminated countervailing H H : : : : :
duty investigations: H : H H : : H
Mexico 14/ H 12/ : Jan. 31, 1985 : 1.3 : 4.7 : 4.0 : 4.4 ¢ 1.8
Spain 1T7- : 1.14 : Oct. 10, 1984 : 7/ .2: 7/ .6: 7/3.0: 7/3.1: 17/.8
Vi la 16/ H ' : : W28 .6 : 1.9 : 1.8 : 1.2

1/ Date posting of bond required or date order issued.

2/ Commerce determined different final margins for dumping for the following companies: Saha Thai (15.69 percent ad
valorem), Thai Steel (15.60) percent, and all other companies (15.67 percent).

3/ Less than 0.05 percent.

a/ Commerce determined different preliminary margins of dumping for the following companies: Tisco (50.37 percent
ad valorem), Zenith (5.0l percent), Gujarat (0.62 percent), and all other companies (27.29 percent).

%/ This 18 Commerce's preliminary determination. Commerce's final determination in this case is due by Mar. 10,
1986.

6/ The Commission has issued a preliminary affirmative determination. To date, there is no determination of sales
at less than fair value by Commerce nor a requirement for the posting of bond.

7/ Ratios of imports to apparent U.S. consumption are computed using imports of standard pipes and tubes not over
4.5 inches in outside diameter (0.D.) (the product covered in the particular investigation) and consumption of
standard pipes and tubes net over 16 inches in 0.D. (the product covered in the instant investigations on imports from
Turkey and Thailand). Standard pipes and tubes not over 4.5 inches in 0.D. is a subset of those not over 16 inches in
0.D. :

8/ Order revoked effective Oct. 1, 1984, the effective date of the import restraint agreement reached with Korea.

9/ Ratios of imports to apparent U.S. consumption are computed using imports of standard pipes and tubes not over
4.5 inches in outside diameter (0.D.) (the product covered in the particular investigation) and consumption of
standard pipes and tubes not over 16 inches in 0.D. (the product covered in the instant investigations on imports from
Turkey and Thailand). Standard pipes and tubes not over 4.5 inches in 0.D. is a subset of those not over 16 inches in
0.D. The ratios of imports to apparent consumption are overstated to the extent that import data include exports by
Union Steel Manufacturing Co., Ltd., and Dougjin Steel Co., Ltd., which were excluded from Commerce's affirmative
determination.

10/ Terminated by the Commission, effective Mar. 20, 1985, following withdrawal of petition, prior to a final
determination by Commerce.

11/ Terminated by the Commission, effective Feb, 4, 1985, following withdrawal of petitionm, prior to a final
determination by Commerce.

12/ Terminated by Commerce prior to making its final determination, effective Oct. 23, 1985, following withdrawal of
petition.

13/ In its final determination, Commerce found the actual net subsidy to be 18.81 percent but the bonding or cash
deposit rate was adJus:ed to 17.80 percent to take into account several programwide changes occurring after the review
period.

14/ Terminated by Commerce, effective Apr. 2, 1985, following withdrawal of petition.

T5/ 0.67 to 23.65 percent.

16/ Terminated by Commerce prior to making its preliminary determination, effective Nov. 13, 1985, following 1'4
withdrawal of petition. -

Source: Margins and date of bond or order obtained from U.S. Department of Commerce; ratio of imports to aﬁpatent
consumption, compiled from official statistics of the U.S. Department of Commerce and data submitted in response to
questionnaires of the U.S. International Trade Commission.

Note.--Data in this table are effective as of Jén. 27, 1986.



U.S8. Producers

Standard pipe and tube producers may be divided into two types: large,
fully integrated producers, which make raw steel and produce a variety of
steel products, and smaller, nonintegrated or partially integrated producers,
which concentrate on fewer product lines. The integrated producers, which
include LTV Steel Corp. (LTV) and United States Steel Corp. (U.S. Steel), 1/
concentrate production in the high-volume standardized pipe products. The
nonintegrated producers manufacture the low-volume, more specialized tubular
products as well as the high-volume products.

In 1984, there were about 30 U.S. producers of standard pipes and tubes.
Production is concentrated in the East, where the integrated producers are
located. Selected U.S producers of standard pipes and tubes and, for those
responding to the Commission's questionnaire, their shares of 1984 domestic
shipments are shown in Table I-2.

U.S. Importers

The U.S. Customs Service's net import file listed about nine importers of
standard pipes and tubes from Turkey during January 1982-September 1985 and
eight importers of the product from Thailand. Questionnaires of the instant
final investigations with usable data have been received from % % ¥ importers
of standard pipes and tubes-—%* % ¥ reported imports from Thailand, and %* % %
reported imports from Turkey. The firms reporting to the Commission accounted
for ¥ % % percent of imports of standard pipes and tubes from Thailand during
January-September 1985 and * % % percent of imports from Turkey in the same
period. :

The U.S. Market

Channels of distribution

According to AISI data, 69 percent of standard pipes and tubes shipped by
U.S. manufacturers in 1984 and during January-June 1985 were sold to service
centers/distributors. Service centers/distributors are middlemen that buy
large quantities of pipes and tubes, usually from both domestic producers and
importers, warehouse the product, and sell smaller quantities to end users.
The service centers/distributors may also have some simple finishing equipment
to cut pipe to lengths or to thread and couple it. Most direct shipments to
end users were made to the oil and gas and electrical equipment industries in
1984,

1/ Another integrated producer, Bethlehem, permanently closed its standard
and line pipe and tube operations, which were located at Sparrows Point, MD,
effective Apr. 30, 1983. Umran, a Turkish producer, bought Bethlehem's plant
and is in the process of setting it up in Turkey. A nonintegrated producer,
Merchants Metals, Inc., ceased producing the small standard and light-walled
rectangular pipes and tubes during January-March 1984. In December 1984, LTV
Steel announced the closing of its two standard and line pipe mills at
Aliquippa, PA, and in October 198%, it announced the indefinite closing of its
continuous weld standard and line pipe mill at Youngstown, OH, where it stisll
operates an electric-resistance weld mill for producing standard and line pipes
and tubes. In early 1985, Central Steel Tube of Iowa filed for bankruptcy.
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Table I-2.-—Standard pipes and tubes: Selected U.S. producers' shares
of domestic shipments and plant locations, by firms, 1984

Share of
Firm : 1984 domestic : Plant locations
shipments 1/ :
Percent
CPTI member firms: : :
Allied Tube & Conduit———me; *¥% ;. Harvey, IL.
American Tube Co : %% . Phoenix, AZ.
Bernard Epps Co : *%¥% . Los Angeles, CA.
Bull Moose Tube Corp : ¥X¥ : Gerald, MO.
: : Chicago Heights, IL.
: : Trenton, GA.
Century Tube Co : ¥¥% ;. Pine Bluff, AR.
Cyclops Corp., Sawhill :
Tubular Division : ¥k . Sharon, PA.
LaClede Steel Co : *%% . Alton, IL.
Maruichi American Corp——-————: **% . Santa Fe Springs, CA.
Pittsburgh Tube Corp : % . Fairbury, IL.
Sharon Tube Co : *¥¥%% : Sharon, PA.
Western Tube & Conduit Corp-———: ¥%¥% . Long Beach, CA.
Wheatland Tube & Conduit—-————: *¥¥%% . Wheatland, PA.
Non-CPTI firms: : :
Harris Tube : % . Los Angeles, CA.
J.M. Tull Industries, Inc———: % ;. Gardena, CA.
: : Norcross, GA
Jackson Tube Service, Inc—————: ¥H¥ . Piqua, OH.
James Steel & Tube Co——mmeen *¥¥¥ . Madison Heights, MI.
LTV Steel Corp : ¥¥¥ ;. Youngstown, OH.
: : Aliquippa, PA. 2/
: : Counce, TN.
Lock Joint Tube Co., Inc————: *% . South Bend, IN.
Mid-States Tube Corp : ¥%% : Kenosha, WI.
United States Steel Corp———-: ¥¥ : Fairless Hills, PA.
: : Lorain, OH.
: Geneva, UT.
: : McKeesport, PA.
United Tube Corp : XX . Medina, OH.

1/ Total domestic shipments are based on questionnaire responses for which
usable data were provided in the instant investigations.
2/ Plant closed in December 1984,

Source: Share of domestic shipments combiled from data submitted in
response to questionnaires of the U.S. International Trade Commission.
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Apparent U.S. consumption

Apparent U.S. consumption of standard pipes and tubes increased annually
from 1.7 million tons in 1982 to 2.4 million tons in 1984, or by 45.2 percent
(table I-3). Consumption of standard pipes decreased by 2.0 percent during
January-September 1985 compared with consumption during January-September 1984.

Table I-3.-—Standard pipes and tubes: U.S. producers' domestic shipments,
imports for consumption, and apparent consumption, 1982-84, January-—
September 1984, and January-September 1985 .

: u.s. : ' Apparent - Ratio to
. : producers' : . (PP : consumption of-—
Period X Imports consump- .
: domestic : . :Producers':
, tion . Imports
:_shipments : : shipments:
: 1,000 tons : o P @ 1 C @ Y L s
1982 : 824 : 844 : 1,668 : 49.4 50.6
1983 : 882 : 1,182 : 2,064 : 42.7 : 57.3
1984 : 878 : 1,544 2,422 . 36.3 : 63.7
January—-September— : : : :
1984 : 685 : 1,207 : 1,892 . 36.2 : 63.8

1985 : 708 : 1,146 : 1,854 38.2 : 61.8

Source: U.S. producers' shipments, compiled from questionnaires of the U.S.
International Trade Commission; imports, compiled from official statistics of
the U.S. Department of Commerce.

Consideration of Alleged Material Injury
to an Industry in the United States 1/

U.S. production, capacity, and capacity utilization

U.S. production of standard pipes and tubes increased from 811,000 tons
in 1982 to 908,000 tons in 1984, an increase of 12 percent (table I-4).
Another increase in production of 2 percent was reported during January-—
September 1985, compared with that in the corresponding period of 1984,

The capacity of reporting U.S. producers to produce standard pipes and
tubes remained essentially constant at about 1.7 million tons per year during
1982--84 although dipping 2 percent in 1983 and rcehounding in 1984; capacity
during January-September 1985 represented an increase of 2 percent over
capacity during January-September 1984, Utilization of capacity by standard
pipe and tube producers increased from 44.5 percent in 1982 to 52.9 percent in
1984; capacity utilization during January-September 1985 increased 0.1
percentage point over the level during January-September 1984,

1/ Data in this section of the report were compiled from questionnairfi of
the instant investigations % % ¥,
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Table I-4.—Standard pipes and tubes: U.S. production, capacity, and capacity
utilization, 1982-84, January-September 1984, and January-September 1985

f January-September—

Item o 1982 : 1983 . 1984 -
) ) : 1984 o 1985
Production 1,000 tons—: 811 : 891 : 908 : 704 717
Capacity do : 1,709 : 1,683 : 1,718 : 1,290 : 1,313
Capacity utilization 1/ : : : : :
percent—: 44.5 51.8 : 52.9 : 54.5 54.6

1/ Capacity utilization rates were calculated from unrounded figures using
data from firms that provided both usable production and capacity information.

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

U.S. producers' domestic shipments

Domestic shipments of standard pipes and tubes by firms responding to the
Commission's questionnaire rose from 824,000 tons in 1982 to 878,000 tons in
1984, or by 6.6 percent (table I-5). During January-September 1985,
producers' shipments of standard pipes increased by 3.4 percent from shipments
during January-September 1984.

Table I-5.—Standard pipes and tubes: U.S. domestic shipments, 1982--84,
January-September 1984, and January-September 1985

, , . Jan.-Sept . —
Item ' 1982 ; 1983 1984 -
’ : : 1984 1985
Quantity-——1,000 tons-—: : 824 : 882 : 878 : 685 : 708
value—-——1,000 dollars—: AN ANX : 532,209 : 419,978 : 413,011
Unit value 1/

per ton-—: $614 $566 $606 $613 $583

1/ Unit values were calculated from unrounded figures using data from firms
which provided both usable quantity and value of shipments information.

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

U.S. exports

* % ¥ firms reported exports during the period covered by the
Commission’s questionnaire. Exports of standard pipes and tubes by those
firms increased from ¥ % % tons in 1982 to % ¥ ¥ tons in 1983, or by 21.6
percent, then declined by 6.2 percent to ¥ % ¥ tons in 1984. Exports of these

.pipes and tubes increased by 9.9 percent during January-September 1985 - I8
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compared with exports in the corresponding period of 1984, as shown in the
following tabulation:

Quantity Value Unit value 1/
Period (tons) (1,000 dollars) (per_ton)
) <1 3 Je—— - W I $HHH
1R 1- & e W WK
p -] Y PR—— - I KK N
Jan.~-Sept--—
$0:7: 7 W AHX HHHe AR

LY 1Y W R HHH

1/ Unit values were calculated using data from firms which provided both
quantity and value of shipments information.

U.S. producers' inventories

Yearend inventories of standard pipes and tubes, as reported in responses
to the Commission's questionnaire, dropped from 152,000 tons in 1982 to
131,000 tons in 1983, or by 14 percent, and then remained essentially constant
as of yearend 1984; as of September 30, 1985, reported inventories amounted to
113,000 tons. As a share of producers' annualized shipments, producers'
inventories of standard pipes and tubes ranged between 14 and 18 percent
during the period under investigation, as shown in the following tabulation:

Ratio of inventories

Inventories to shipments 1/
(1,000 tons) (percent)
As of Dec. 31-—
1982 152 17.9
1983 131 14.4
1984 130 14.3
As of Sept. 30—
1984 124 17.6
1985 113 15.4

1/ Includes intracompany and intercompany transfers, domestic shipments, and
aexport shipments of firms responding to the Commission's questionnaire. The
ratios of inventories to shipments for the inventories held as of Sept. 30 are
computed from annualized shipments.

Employment and wages

Employment data for standard pipes and tubes were provided by ¥ ¥ ¥
producers. The number of production workers employed in the production of
standard pipes and tubes decreased from 3,097 in 1982 to 2,860 in 1984; there
were 2,897 such workers employed during January-September 1985, compared with
2,972 during January-September 1984 (table I-6). Hours worked by production
and related workers producing standard pipe decreased from 5.7 million in 1982
to 5.3 million in 1984, or by 6.7 percent, and decreased by 0.8 percent drging
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Table I-6.--Average number of production and related workers producing
standard pipes and tubes, hours paid, 1/ wages and total compensation 2/
paid to such employees, and labor productivity, hourly compensation, and
unit labor production costs 3/ 1982-84, January-September 1984, and
January--September 1985,

) ) . Jan.-Sept -
Item : 1982 1983 1984 -
’ ) ' 1984 ° 1985
Production and related
workers: : : : : .
Number : 3,097 . 3,055 . 2,860 : 2,972 2,897
Percentage change——mmmmm— 4/ -1.4 ~-6.4 4/ : -2.5
Hours worked by production : : : :
and related workers: : : : : :
Numbe pr-rmmmn 1, 000 hOUIr§-: 5,721 : 5,436 5,339 . 4,182 : 4,147
Percentage change-— : 4/ ~5.0 : -1.8 : 4/ -0.8
Wages paid to production and : : : :
related workers: : : : : :
Value- 1,000 dollars—: 76,010 : 68,468 : 71,537 : 56,822 : 58,322

Percentage change—— 4/ : -9.9 +4.5 4/ : +2.6
Total compensation paid to : : : :
production and related

workers: : : : : :
Value—- 1,000 dollars—: 109,838 : 101,312 : 99,325 : 79,114 : 82,230
Percentage chang@-—mmmmm— : 4/ ~7.8 : -2.0 : a4/ +3.9
Labor productivity: : : : : :
Quantity-————tons per hour——: 0.140 : 0.162 : 0.168 0.166 : 0.171
Percentage change— : 4/ :  +15.7 : +3.7 4/ +3.0
Hourly compensation: 5/ : : : : :
Value : $13.,29 : $12.60 : $13.40 : $13.59 : $14.06
Percentage change: : 4/ : -5.2 : +6.3 : A/ : +3.5
Unit labor costs: 6/ : : : : :
Value per ton-—: $137 $115 $111 $114 $116

Percentage change— 4/ : -16.1 : -3.% ¢ 4/ : +1.8

1/ Includes hours worked plus hours of paid leave time.
2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Data are understated and percentage changes understated or overstated to
the extent that not all producers responded to the Commission's questionnaires.
4/ Data for the previous year or comparable period of the previous year are

not available: '
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.

January-September 1985 compared with hours worked during January-September
1984, Although wages paid decreased by 9.9 percent in 1983, they increased by
4.5 percent in 1984 and 2.6 percent during January-September 198%, comparkd0
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with wages during January-September 1984. Total compensation decreased in
1983 and 1984 and increased during January-September 1985, compared with
January-September 1984. Labor productivity increased by 16 percent in 1983, 4
percent in 1984, and 3 percent during January-June 1985 compared with
productivity during January-June 1984. Unit labor costs fell from $137 per
ton in 1982 to $115 in 1983 and remained in the $111-to-$116-per-ton range in
1984 and during January-September 1985. Workers at ¥ ¥ % of the ¥ ¥ ¥
reporting firms, which accounted fcr 89 percent of reported 1984 production by
firms also providing employment data, are represented by unions.

Financial experience of U.S. producerﬁ

Usable income—and—loss data on operations producing standard pipes and
tubes were provided by * ¥ ¥ U, S, firms. During 1982-84, sales of standard
pipes and tubes ranged from 26 to 37 percent of overall establishment sales,
as reported in the introductory section of this report.

Operations on standard pipes and tubes.—¥% ¥ ¥ producers, which accounted
for % ¥ % parcent of domestic shipments of standard pipes and tubes in 1984,
as reported in the Commission's questionnaires, furnished usable
income—and-loss data (table I-7). Net sales rose 12.3 petrcent from
$4231.2 million in 1982 to $484.2 million in 1984. Net sales in the interim
periods ended September 30, 1984, and September 30, 1985, were $386.9 million
and $402.1 million, respectively, representing an increase of 3.9 percent.
Operating losses were reported in all periods; these losses increased slightly
from $19.0 million in 1982 to $20.3 million in 1983, then dropped to
$3.8 million in 1984. An operating loss of $5.1 million was reported for the
interim period in 1984 compared with an operating loss of $91,000 in the
interim period in 1985. 1/ The operating losses, which were 4.4 percent and
4.6 percent of net sales in 1982 and 1983, respectively, declined to 0.8
percent in 1984. The operating loss margins experienced in the interim
periods were of 1.3 percent in 1984 compared with 0.02 percent in 1985. Three
of the firms reported operating losses for the years 1982 and 1983, one firm
sustained an operating loss in 1984, and four firms reported such losses
during the interim period of 1985 compared with one firm in the interim period
of 1984, »

The integrated firms generally experienced operating losses during the
periods covered by this report, as shown in table I-8. The nonintegrated
firms reported aggregate operating incomes of $¥*¥¥ in 1982, $¥¥% in 1983, $¥xx
in 1984, $¥¥% in the interim period of 1984, and $¥¥% in the interim period of
1985. The operating income margins for the nonintegrated standard pipe

1/ The financial information presented, as calculated from responses to
Commission questionnaires in the final investigations, differs from that
presented in the preliminary reports (USITC Publication No. 1742, Certain
Welded Carbon Steel Pipes and Tubes From India, Taiwan, Turkey, and
Yugoslavia, August 198%; and USITC Publication No. 1680, Certain Welded Carbon
Steel Pipes and Tubes From Thailand and Venezuela, April 1985), as pointed out
by counsel for Borusan and Thailand at the hearing and in posthearing briefs.
The discrepancy is attributable to more complete financial information, on a
product line basis, received in the final investigations. In earlier

investigations % ¥ ¥, I-11
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Table I-7.--Income-and-loss experience of % ¥ ¥ U.S. producers 1/ on their
operations producing standard pipes and tubes, accounting years 1982-84 and

interim periods ended Sept. 30, 1984, and Sept. 30, 1985
Interim period
Item 1982 1983 19g4 ‘-—Snded Sept. 30
1984 ' 1985
Net sales——w——1,000 dollars-: 431,209 : 436,243 : 484,187 : 386,854 : 402,077
Cost of goods sold do : 812,598 : 414,640 : 446,312 . 356,605 : 364,834
Gross profit do 18j611 ;21,603 : 37,875 : 30,249 : 37,243
General, selling, and ' : : : :
administrative ) : : : :
expenses ‘ do 3*,656 : 41,874 : 41,673 35,341 : 37,334
Operating income or : : : :
(loss) do (19,045): (20,271): (3,798): (5,092): (91)
Depreciation and amorti- : : : : :
zation expense 2/——gdQummme ] 8,428 : 8,750 : 10,345 8,037 : 8,574
As a share of net sales: : : : :
Cost of goods sold : : : :
percent.—: 95.7 . 95.0 : 92.2 92.2 : 90.7
Gross profit do 4.3 : 5.0 : 7.8 7.8 : 9.3
General, selling, : :
and administrative : : : :
expenses do 8.7 : 9.6 : 8.6 : 9.1 : 9.3
Operating income or : : : : :
(loss) do (4.4): (4.6): (0.8): (1.3): 3/
Number of firms reporting : : : :
3 3 1 1 4

operating 1osse s |

1/ These firms are % * ¥,

2/ The Commission recieved no data on depreciation and amortization from 1
firm which accounted for * ¥ ¥ parcent of reported 1984 net sales.
3/ An operating loss of 0.02 percent of sales.

Source: Compiled from data submitted in response to questlonnaxres of the
U.8. International Trade Commission.

producers increased firom % % ¥ percent in 1982 to % % *'percent in 1983 and
then declined to ¥ ¥ ¥ percent in 1984 and ¥ ¥ ¥ percent in the interim

periods of 1984 and 1985.

¥ % % 1/ reported financial information on production of standard pipes

and tubes ¥ % ¥ As shown in the following tabulation, ¥ ¥ ¥:

1/ % % %,
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Table I-8.-—Income—and-loss experience of * % ¥ U,S. producers on their
operations producing standard pipes and tubes, by nonintegrated producers
and specified integrated producers, accounting years 1982-84 and interim
periods ended Sept. 30, 1984, and Sept. 30, 1985 '

Interim period
ended Sept. 30--—

Ttem " 1982 1983 1984 ,
‘ i : 1984 ° 1985

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

Capital expenditures and research and development expenses.-—¥* ¥ ¥ |, G,
producers supplied information on their capital expenditures for land,
buildings, and machinery and equipment used in the production of standard
pipes and tubes, and two furnished data on their research and development
expenses. Capital expenditures for standard pipes and tubes increased from
$3.0 million in 1982 to $4.3 million in 1983, then fell to $2.4 million in
1984, Capital expenditures rose % ¥ ¥ percent from $2.4 million during the
interim period in 1984 to $*¥* million in the corresponding period of 1985.
Research and development expenses for standard pipes and tubes were §¥¥¥%,
PN, and $HNX in 1982, 1983, and 1984, respectively, and $% during the
interim period of 1984 and $%¥¥¥ in the corresponding period of 1985,

Capital expenditures and research and development expenses for standard

pipes and tubes are shown in the following tabulation (in thousands of
dollars):

Capital Research and development
Period expenditures expenses
b <] ;3 S ———— 2,9%9 AHX
1983 - 4,316 *KR
L 2,419 WK

Jan.~Sept ., -

2,373 W
WK W

Investment in productive facilities.—% ¥ ¥ U,S. producers supplied data
for 1982-85 concerning their investment in productive facilities employed in
the production of standard pipes and tubes. Their investment in such
facilities, valued at cost, rose from $56.4 million as of the end of 1982 to
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$64.9 million as of the end of 1984 and $69.8 million as of September 30,
1985, compared with $65.3 million as of September 30, 1984, The book value of
such assets was $25.1 million as of yearend 1984 and $25.0 million as of
September 30, 1985, as shown in the following tabulation (in thousands of

dollars):

Period Original cost Book value
L 1°] 2 - 56,425 18,479
0] 3 P . 61,963 25,831
1] —— - 64,931 25,059
Jan.~Sept

117 YR— 65,340 25,470

LT 1 S— — 69,802 25,005

The Question of the Threat of Material Injury

Consideration factors

In its examination of the question of the threat of material injury to an
industry in the United States, the Commission considers among other relevant
factors, the nature of any subsidies, any increase in production capacity or
existing unused capacity in the exporting country likely to result in an
increase in imports of the subject merchandise to the United States, any rapid
increase in U.S. market penetration and the likelihood that the penetration
will increase to an injurious level, the probability that the price of the
subject imported product will have a depressing or suppressing effect on the
domestic price of the merchandise, any substantial increase in inventories of
the merchandise in the United States, any other demonstrable trends that
indicate that the importation (or sale for importation) of the merchandise
will be the cause of actual injury, and the potential for product shifting.

Information on the market penetration of the subject products is
presented in the section of the report entitled "Consideration of the Causal
Relationship Between Alleged Material Injury or the Threat Thereof and
Subsidized and/or LTFV Imports.”" Available information on the depressing or
suppressing effect of the imported product on domestic prices is presented in
the pricing section of this report. Available information on subsidies,
foreign producers' capacity, production, and exports, and the potential for
product shifting was presented in the introductory part of the report.

U.8. importers' inventories

Questionnaires of the instant final investigations with usable inventory
data have been received from ¥ ¥ ¥ importers of standard pipes and tubes.
¥ % % were the only importers able to provide inventory data on imports from
Thailand, % % % reported ¥ ¥ % tons of product from Thailand in inventory as
of September 30, 1985, and % ¥ ¥ reported ¥ % % tons as of December 21, 1984,
and ¥ % ¥ tons as of Septamber 30, 1985. ¥ ¥ %, which reported % % ¥ tons of
inventories of product from Turkey as of September 30, 1985, * ¥ ¥,

I-14
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Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and Subsidized and/or LTFV Imports

U.8. imports

Total U.S. imports of standard pipes and tubes increased at an annual
rate of 35 percent from 0.8 million tons in 1982 to 1.5 million tons in 1984
(table I-9). Such imports during January-November 1985, at 1.3 million tons,
were 7 percent below the level of imports during January-—November 1984.
Imports from Turkey and Thailand, together, increased throughout the period
covered by this report from none in 1982 to 505 tons in 1983, 2,628 tons in
1984, and 63,811 tons in January-November 1985 (compared with 1,600 tons
during January-November 1984). There were no imports from Turkey in 1982;
such imports increased from 505 tons in 1983 to 2,578 tons in 1984 and 34,073
tons during January-November 1985. There were no imports from Thailand in
1982 and 1983, 50 tons in 1984, and 29,738 tons during January-November 1985.

As a share of total imports of standard pipes and tubes, those from
Turkey and Thailand, together, rose from less than 0.1 percent in 1983 to 0.2
percent in 1984 and to 4.7 percent during January-November 1985. Imports from
Turkey increased their share of the import market from 0.2 percent in 1984 to
2.5 percent during January-November 1985 and Thailand's share increased from
less than 0.1 percent to 2.2 percent during the same period.

Imports of standard pipes and tubes from all sources were relatively
constant from month to month during 1985, whereas imports from Turkey and
Thailand varied widely, as shown in table I-10.

Petitioners state that they believe that there are sizeable guantities of
Thai pipe due to arrive in the United States in the next few months and that
"significant tonnages" of standard pipes are due to arrive in Los Angeles on
the ship Kini on February 4, 1986. 1/ The petitioners did not provide any
specific information to the Commission regarding outstanding orders of Turkish
product.

The following tabulation shows outstanding purchase orders of Thai
standard pipes and tubes provided by importers 2/ to the Commission's staff:

Quantity
Firm (tons) Arrival date

Although the staff knows of no outstanding orders of Turkish standard
pipes and tubes, ¥ ¥ ¥,

In addition, % % %,

1/ Petitioners' supplemental submission dated Jan. 21, 1986. I-15

2/ Counsel for the Thai producers submitted a letter to the Commission on
Feb. 4, 1986, which stated that a shipment of % ¥ ¥ tons of standard pipes and
tubes left Thailand in December and another shipment of ¥ % % tons "just has
left, or will soon leave, Thailand." This ¥ ¥ <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>