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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-263 (Final)

IRON CONSTRUCTION CASTINGS FROM CANADA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930
(19 U.5.C. § 1673d(b)), that an industry in the United States is materially
injured 2/ 3/ by reason of imports from Canada of “ﬁeavy“ iron construction
castings and that an industry in the United States is threatened with material
injury 4/ by reason of imports from Canada of "light" iron construction
castings, provided for in item 657.09 of the Tariff Schedules of the United
States, which have been found by the Department of Commerce to be sold in the
United States at less than fair value (LTFV). $/ The Commission further finds
that it would not have found material injury but for the liquidation of

entries of "light" iron construction castings.

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

2/ Vice Chairman Liebeler dissenting with respect to "heavy" iron
construction castings.

3/ Commissioner Brunsdale finds threat of material injury with respect to
both "heavy" and "light" iron construction castings. She further determines
that she would not have found material injury but for the suspension of
liquidation of entries of "heavy" and "light" iron construction castings.

4/ Commissioner Lodwick found that a domestic industry was materially
injured by reason of imports of "light" construction castings.

%/ In the notice of its final LTFV determination with respect to imports
from Canada, Commerce stated that it believes that light and heavy
construction castings should be considered within the same “class or kind" of
merchandise. Therefore, it did not differentiate between heavy and light
castings in making its LTFV determinations, stating that "We have therefore
determined that light and heavy construction castings are of the same class or
“kind, and that any differences between the two types of castings are not
significant enough to warrant the application of separate margins"

(21 F.R. 2412).



The Commission instituted this investigation effective October 28, 1985,
following a preliﬁinary determination by the Department of Commerce that
imports of iron construction castings from Canada were being sold at LTFV
within the meaning of section 731 of the Act (19 U.§.C. § 1673). Notice of
the institution of the Commission's investigation and of a public hearing to
be held in connection therewith was given by posting copies of the notice in
the Office of the Secretary, U.S. International Trade Commission, Washington,
DC, and by publishing the notice in the Federal Register of November 15, 1985
(50 F.R. 47287). The hearing was held in Washington, DC, on January 16, 1986,
and all persons who requeéted the opportunity were permitted to appear in

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

We determine that a domestic industry in the United States is materially
injured by reason of imports of heavy iron construction castings from Canada
which are being sold at less than fair value (LTFV). 1/ We also determine
that a domestic industry is threatened with material injury by reason of
imports of light iron construction castings from Canada which are being sold
at LTFV. We would not have found that the domestic industry was materially

injdred but for the suspension of liquidation of entries of light construction

castings. 2/ 3/ 4/ 5/

Like product and the domestic industry

The statutory framework under which the Commission conducts antidumping
investigations requires the Commission first to determine the domestic

industry against which to assess the impact of unfairly traded imports. 6/

1/ Vice Chairman Liebeler dissenting. See views infra.

2/ Commissioner Brunsdale found threat of material injury for both heavy and
light construction castings. See Views of Commissioner Brunsdale infra.

3/ 19 U.S.C. § 1671d(b)(4)(B). _

4/ Commissioner Lodwick found that the domestic industry producing light
construction castings was materially injured by reason of imports of light
construction castings.

5/ Since there are established domestic industries, "material retardation”
was not an issue in this investigation and will not be discussed further.

6/ Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as "[t]lhe domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." 19 U.S.C. § 1677(4)(A).

"Like product" is defined in section 771(10) as "[a] product which is like, or
in the absence of like, most similar in characteristics and uses with, the
article subject to an investigation . . . ." 19 U.S.C. § 1677(10).
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The subject imports in this investigation are certain iron construction
castings which are used in water, sewerage, and public utility systems. 7/ 1In
the preliminary investigation, the Commission found two like products
consisting of heavy iron construction castings and light iron construction
castings. 8/ The parties made no arguments against these findings and no
information was obtained during the investigation suggesting that we should
change them. In this final investigation we find two separate like products,
one consisting of "heavy" and the other of "light" iron construction castings.

We considered whether so-called "other" or "specialty" castings are
"like" light or heavy construction castings and concluded, based upon the
evidence, that they are not. 1In particular, we considered whether tree
grates, water-tight, and bolt-down castings are like light or heavy castings
in characteristics and uses. We find that specialty castings have different
characteristics, which are evidenced by certain differences in materials and
configurations; and different uses, which are reflected by different end-users
and channels of distribution. 9/

Therefore, we find that the domestic industry related to heavy iron

construction castings is comprised of those foundries which are engaged in the

7/ In its final LTFV notice with respect to imports from Canada (as well as
its institution notices concerning imports from Brazil, India, and China), the
Department of Commerce (Commerce) stated that "[t]he merchandise covered by
this investigation consists of certain iron construction castings, limited to
manhole covers, rings and frames, catch basin grates and frames, cleanout
covers and frames, rings and drainage for access purposes for public utility,
water and sanitary systems, and valve, service and meter boxes which are
placed below ground to encase water, gas or other valves, or water or gas
meters . . . ." Report of the Commission (Report) at A-4, n.1 (51 Fed. Reg.
2,412 (Jan. 16, 1986)).

8/ Certain Iron Construction Castings from Brazil, Canada, India, and the
People's Republic of China, Invs. Nos. 701-TA--249 and 731-TA-262-265
(Preliminary), USITC Pub. No. 1720 at 5-8 (June, 1985).

9/ Additional fabrication, finishing, and assembly are required to achieve
characteristics and uses inherent to specialty castings which are not required
for the production of light or heavy iron construction castings.



production of heavy iron construction castings. The domestic industry related
to light iron construction castings is comprised of those foundries in the

United States engaged in the production of light iron construction castings.

Related parties

Three domestic producers of heavy castings and one domestic producer of
light castings supplement their domestic production with imports. 10/ The
decision whether to exclude these importing foundries is within the sound
discretion of the Commission, after analyzing the facts of each case. 11/
Domestic producers who substantially benefit from their relation to the
subject imports are properly excluded as related producers. The ultimate
consideration is whether there is connection or nexus between a domestic
producer and the allegedly LTFV imports that if not accounted for may result
in an inaccurate assessment of material injury or threat of such injury. 1In
this investigation, we find that including imports by domestic producers does

not significantly bias the data collected. 12/

10/ Section 771(4)(B), 19 U.S.C. § 1677(4)(b), provides:

When some producers are related to the exporters or
importers or are themselves importers of the allegedly
subsidized or dumped merchandise, the term ‘'industry' may
be applied in appropriate circumstances by excluding such
producers from those included in that industry.

11/ The domestic producers who import heavy castings import them from Canada
as well as the three other countries subject to Commission final
investigations. Report at A-42. See Commission notices, Certain Iron
Construction Castings from Brazil, Canada, India, and the People's Republic of
China, Invs. Nos. 701-TA-249, and 731-TA-262, 264--265; 50 Fed. Reg. 40,243
(Oct. 2, 1985) and 50 Fed. Reg. 47,287 (Nov. 15, 1985).

12/ Based upon the examination of the data, we conclude that the evidence
does not support any substantial benefit to domestic producers by reason of
their imports and decline to exclude the related producers. Indeed, importing
producers tended to be less profitable than non-importing producers.

Moreover, had we determined to exclude the related producers, it would not
alter our finding of material injury and threat thereof by reason of the
subject imports. INV-J-028, Memorandum to the Commission.



HEAVY CONSTRUCTION CASTINGS

Condition of the domestic industry

In examining the condition of the domestic industry, the Commission
considers, among other factors, changes in domestic consumption, U.S.
production, capacify. capacity utilization, shipments, inventories, employment
and wages, domestic prices, and profitabiiity. 13/ 1In this investigation, the
Commission considered data available from January 1982 to September 1985. The
heavy iron construction castings industry is dominated by five major firms
that account for 77 percent of domestic shipments. 14/ Individual firms
differed significantly in their performance. We have taken into account these
disparities and examined the overall industry trends.

Apparent domestic consumption of heavy construction castings increased
markedly during the period of investigation. 15/ During the same period, the
domestic heavy castings producers increased production, shipments, capacity,
capacity utilization, and employment at rates considerably below that of the
increased domestic consumption. 16/ Capacity utilization increased from 1982
to 1984; but it declined in the first nine months of 1985, as compared with
the first nine months of 1984. 17/ Although domestic shipments increased, the
domestic industry, nonetheless, experienced a steady decline in market

share. 18/

137 19 U.s.C. § 1677(7)(C).

14/ The 14 firms that supplied income and loss data on the production of
heavy castings accounted for 95 percent of the shipments of such castings in
1984 that were reported in response to the Commission's questionnaires.
Report at A-22.

15/ Id. at 12-13.

16/ Id4. at 13-16, 17-19.

17/ 1d. at 14-15.

18/ Id. at A-15-16.



Other data indicate problems for the heavy castings industry. In year
1982 and 1983, the industry experienced net operating losses. 19/ In both the
1984 and 1985 interim periods the industry recorded net operating income,
however, the interim periods include those quarters which are traditionally
most profitable fof the industry. The whole year data for 1984 show marginal
income. 20/ 8ix producers reported operating losses in the first nine months
of 1985. 21/ Net.operating losses of the industry during the period under
investigation, when coupled with significant requirements for capital
investment and spending on research and development, are particularly
damaging. 22/ Overall prices for domestically produced heavy construction
castings were flat during most of the period of the investigation and declined
during the 1985 interim period. 23/

In summary, the condition of the domestic industry has shown some
improvement from the depressed state of 1979-82, but the industry has had
difficulty in translating increased production and shipments into financial
recovery. Thus, we conclude that the domestic industry producing heavy

construction castings is experiencing material injury. 24/ 25/

Cumulation

The Trade and Tariff Act of 1984 mandates that the impact of imports

19/ Id. at A-22-24.
20/ Id. at A-24.
21/ Id. at A-25.
22/ 1d. at A-27.

23/ Id. at A-61.

24/ Chairwoman Stern does not regard it as analytically useful or appropriate
to consider the question of material injury completely separate from the
question of causation. See Additional Views of Chairwoman Stern in Cellular
Mobile Telephones and Subassemblies Thereof from Japan, Inv. No. 731--TA-207
(Final), USITC Pub. No. 1786 (Dec. 1985).

25/ Commissioner Eckes believes that the Commission is to make a finding
regarding the question of material injury in each investigation. See Cellular
Mobile Telephones and Subassemblies Thereof from Japan, Inv. No. 731-TA-207 7
(Final), USITC Pub. No. 1786 at 20-21 (Dec. 1985).
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shall be cumulated if they satisfy three requirements. The imports must:
(1) be subject to investigation; (2) compete with both other imports and the
domestic like product; (3) be marketed within a reasonable coincidental
period. 26/

Imports of heavy construction castings from Brazil, India, and the
People's Republic of China are also presently subject to antidumping
investigations before the Commission. 27/ Heavy constructiqn castings are
essentially fungible because they ére made to uniform specifications supplied
by municipalities and other end users. Prices of imports of heavy castings
from all of the countries subject to investigation and domestic prices were
within a very narrow range. 28/ There is a reasonable overlap among the
importers and the domestic producers as to the end users and geographic areas
to which the product is directed. 29/ The information in this investigation,
therefore, indicates that heavy construction castings from all of the subject

countries compete with each other and with the domestic product.

26/ 19 U.S.C. § 1677(c)(iv). Among the factors which the Commission has
considered to reach a determination on cumulation are:
—-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;
-~the presence of sales or offers to sell in the same
geographical markets of imports from different countries
and the domestic like product;
—--the existence of common or similar channels of
distribution for imports from different countries and the
domestic like product;
—-whether the imports are simultaneously present in the
market.

No single one of these factors is determinative.

27/ Iron Construction Castings from Brazil, India, and the People's Republic
of China, Invs. Nos. 731--TA-262, 264-265, 50 Fed. Reg. 47,287 (Nov. 15,
1985). We note that the Department of Commerce (Commerce) has yet to make its
final determination of sales at LTFV with respect to these countries. We do
not find that this fact precludes cumulation.

28/ Report at 51-58.

29/ Id. at A-37-38, A-45-47, Transcript at 6, 29-34, 51-54, 59-63.
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We find that the impact of imports from the four countries subject to
investigation meet the criteria for cumulation. 30 31/ Accordingly, we have

cumulated imports of heavy construction castings from Canada with those from

Brazil, India, and the People's Republic of China. 32/

Material injury by reason of LTFV imports of heavy construction castings

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. 33/ 34/ In considering

whether imports from Canada are causing material injury to the domestic

30/ See Accord, Low Fuming Brazing Copper Wire and Rod from New Zealand, Inv.
No. 731-TA-246 (Final), USITC Pub. No. 1779 at 13, 19, n.7 (Nov. 1985).

31/ The Canadian respondents contend that the Commission may cumulate only
LTFV sales from the countries under investigation and that until Commerce
issues its final LTFV determination there is no evidence upon which to
cumulate. The Commission finds that contention in clear contravention to both
the injury and cumulation provisions of the statute. See infra at n.44.

32/ Chairwoman Stern was able to render her affirmative determination without
cumulation. She believes it is unnecessary to examine the issue of cumulation
when the subject imports taken alone cause material injury.

337 19 U.S.C. § 1677(7)(B).

34/ Chairwoman Stern believes that an analysis of the role of LTFV sales is
also appropriate to the Commission's causality considerations.

In this case, one factor which led to the Chairwoman's affirmative
determination was the significant weighted average margin for each of the
Canadian producers subject to Commerce's final determination. In this case
the weighted average margins ranged from 7.4 percent to 10.9 percent.

Heavy construction castings are fungible and, thus, the market for
imported castings is essentially indistinguishable from that for domestic
heavy castings. Because of the fungibility of heavy construction castings,
price is the paramount consideration to end users of the product. In this
investigation price is determinative of the demand for a particular producer's
product. The significant dumping margins have played an important role in the
ability of the subject Canadian product to expand its market share over the
entire course of the investigation.
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industry, we have considered the cumulative effect of imports from Canada,
Brazil, India, and the People's Republic of China. 35/

The combined volume imports of heavy castings from the four subject
countries accounted for more than three quarters of all imports of heavy
castings. 36/ OverAthe period of investigation aggregate imports from the
four countries increased from 52 million pounds in 1982 to 124 million pounds
in 1984, and in January-September 1985, as compared with January-September
1984, imports increased another 22 percent. 37/ The market share of the
combined imports was substantial and grew steadily during the period of
investigation.‘ The estimated ratio of imports from the four countries to
apparent domestic consumption increased from 15.2 percent in 1982, to 24.1
percent in 1984, and 26.2 percent in interim 1985. 38/

The prices of imported products have generally been below those of the
domestic industry. 39/ The Commission has confirmed lost sales of heavy
castings to producéts from the four subject countries on the basis of
price. 40/ The best producer pricing data available reflect prices which were
flat over the period of the investigation and, when considered in relation to
the marked rise in domestic consumption, suggest price suppression.

Heavy casting imports from Canada alone increased dramatically during the
period under investigation. vIn 1982 Canadian imports accounted for 5.4
million pounds of heavy castings. In 1983 this amount rose to 8.6 million

pounds and rose again in 1984 to 14.3 million pounds or more than double the

35/ Chairwoman Stern does not join with respect to cumulation in this
investigation.

36/ Report at A-40.

37/ 1d.

38/ Id. at A-41.

39/ Id. at A-61.

40/ Id. at A-45-46.

10
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amount in 1982. 1In the first nine months of 1984, heavy castings from Canada
totalled 10.1 million pounds; in the first nine months of 1985 there were 16.4
million pounds. Indeed, Canadian imports of heavy construction castings in
the first nine months of 1985 exceeded the amount of heavy castings imports
for all of 1984. Moreover, the market share of heavy casting from Canada
increased during the period of investigation, and in interim 1985, the
Canadian share of domestic consumption rose sharply as compared with interim
1984. 41/ 42/

Based upon a large rise in the volume of imports from Canada, Brazil,
India, and the People's Republic of China, increased and consistently high

import penetration during the period, and general underselling of imports, 43/

41/ Commissioners Eckes, Lodwick, and Rohr noted that had they not cumulated
imports they would have reached the same conclusion in this investigation.
42/ Report at A-35, 39, 41.

43/ Id. at A--40-41.

11
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we find that there is a causal connection between the material injury to the

domestic industry and LTFV imports from Canada. 44/ 45/

LIGHT CONSTRUCTION CASTINGS

Condition of the domestic industry

The light castings industry was not as severely depressed in 1982 as was
the heavy castings industry. The data for the three years of investigation
indicate fluctuating performance, but recent erosion in most of the
performance indicators.

Apparent domestic consumption of light construction castings increased

dramatically during the period of investigation. 46/ Domestic production of

44/ Commissioners Eckes, Lodwick, and Rohr note that respondents contend that
in reaching a determination of material injury by reason of LTFV imports the
Commission may not consider any imports sold at fair value or above. They
assert that: (1) the language of the statute mandates that result; and, (2)
in the alternative, that binding case authority directs that approach. 1In a
recent case, Heavy-Walled Rectangular Pipe and Tube from Canada, Inv. No.
731-TA-254 (Final), USITC Pub. No. 1808 (Feb. 1986), the Commission was
presented with the same issue.

Respondent's interpretation conflicts with the Commission's consistent
contrary interpretation of the statute and other provisions of law applicable
to title VII cases. With regard to the second argument, the Commission
interprets the holding in the Sprague line of cases to be permissive rather
than mandatory regarding treatment of LTFV sales. Sprague Electric Co. v.
United States, 488 F. Supp. 910 (Cust. Ct. 1980) (Sprague I). Sprague
Electric Co. v. United States, 529 F. Supp. 676 (Cust. Ct. 1981) (Sprague II).

We conclude, therefore, that in assessing material injury we are not
prohibited from considering all sales subject to affirmative determinations by
Commerce.

45/ Chairwoman Stern believes that respondent's position is not required by
statute. '

The clear meaning and legislative intent of the statute requires the
Commission to determine the impact from the subject imports on the industry as
a whole. Individual analysis of all transactions is, in most cases,
impractical. Furthermore, when margins analysis is used, the respondent's
suggestion could result in an unnecessary duplication of effort because the
impact of imports sold at fair value is fully considered in arriving at the
weighted average margin.

Individual analysis of transactions is certainly within the Commission's
discretion, and is employed whenever it can shed additional light on an
investigation.

46/ Report at A-12-13.

12
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light castings increased overall from 1982 to 1984, but it did not keep pace
with domestic consumption, and declined slightly during the 1985 interim
period as compared to interim 1984. 47/ Capacity utilization and domestic
shipments increased from 1982-84; but the most recent data collected by the
Commission in 1985, as compared with a similar period in 1984, reflect a
marked decline. 48/ Inventories of light castings rose steadily from 1982 to
September 1985. 49/ Employment and wages rose, but productivity declined in
the most recent interim period. 50/

Although the industry showed operating income in each of the years
subject to investigation, this income declined in 1984 and sharply declined in
the interim period of 1985, as compared with a similar period in 1984. 51/
Operating income as a percent of net sales declined steadily during the period
under investigation, declining substantially from 1983 to 1984 and also
declining substantially in the interim period of 1985, as compared with the
same period in 1984. 52/ Prices of domestic light construction castings
remained flat during the period of investigation and decreased in the 1985

interim period. 53/

at A-14.
at A-14-16.
at A-17-18.
at A-17-19.
at A-25.
at A-25.
at A-61.

47/
48/
49/
50/
51/
52/
53/

ZRERERE

13
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Threat of material injury by reason of LTFV_ imports 54/

In determining whether an industry in the United States is threatened

with material injury by reason of LTFV imports of light construction castings,

54/ Commissioner Lodwick finds material injury by reason of LTFV imports of
light construction castings from Canada. He notes that despite a roughly 30
percent increase in apparent consumption from 1982 to 1984, and a further
increase during interim 1985 relative to 1984, domestic shipments from U.S.
producers during the most recent 12 months (October 1984-September 1985)
exceeded 1982 volumes by less than 10 percent. In addition, domestic
inventories have been accumulating. More significantly, while growth in
physical shipments merely trailed demand growth, financial returns actually
declined. Operating income rose fractionally from 1982 to 1983, but has
declined since. Gross margins, which reflect the relationship between sales
and cost of goods sold, have followed a similar pattern. Operating margins
declined continuously. These results occured while the domestic industry lost
considerable market share. Market share fell from 77 percent in 1982 to 60
percent during January-September 1985. The bulk of this loss was taken by
imports under investigation for dumping, and in fact, a majority of the loss
of share was taken by imports from Canada. The market share of these imports
escalated from 8 percent in 1982 to over 17 percent during January-September
1985.

14
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the Commission is required by the statute to consider, among others, eight

relevant factors. 55/ 56/

55/ Under section 771(7)(F), 19 U.S.C. § 1677(7)(F), the Commission shall
consider among other relevant 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,

(I11) 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,

(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 1671 or 1673 of
this title or to find orders under section 1671le or 1673e
of this title, are also used to produce merchandise under
investigation.

56/ Chairwoman Stern has likewise analyzed the role of LTFV sales in reaching
an affirmative causality determination with regard to the threat from imports
of light construction castings. As previously noted, the range of weighted
average margins for the companies investigated by Commerce is significant.

Light castings are fungible. Therefore, the market for imported light
castings is indistinguishable from the market for domestic light castings.
Because light castings are fungible, price is a paramount consideration to the
end-users of light castings and is determinative of the demand for a
particular producer's product. During the period of investigation the ratio
of Canadian imports to domestic consumption rose dramatically. That rise is
of particular significance when considered in light of the fact that virtually
all Canadian exports of light construction castings are to the United States.

Chairwoman Stern concludes that the significant dumping margins have
played an important role in the ability of the subject Canadian product to
expand its market share over the entire course of this investigation. 15



16

Canadian production of light castings increased dramatically during the
period of investigation. Most significantly, virtually all Canadian exports
of light construction castings are to the United States.

During the period of investigation the volume of imports of Canadian
light construction castings have more than doubled, risinglfrom 5.3 million
pounds in 1982 to 10.9 million pounds in 1984, and to 11.6 miilion pounds in
interim 1985. 1In 1982 the ratio of Canadian imports of light construction
castings to domestic consumption of light castings was 7.7 percent. In
interim 1985 it was 17.1 percent. 57/ Such rapid increase in market
penetration, when considered with the already demonstrated ability to increase
Canadian production, and the importance of the U.S. market to Canadian
producers make it likely that market penetration will continue to increase to
an injurious level.

The prices of Canadian light construction castings are generally below
prices for domestic castings, and there is no reason to assume that this
pricing differential will not continue. Therefore, it is probable that
Canadian imports will have a depressing or suppressing effect on domestic
prices of light castings. This could cause further erosion of the domestic

industry's performance. 58/

57/ Report at A-41.

58/ We have taken into account the fact that three other countries presently
under investigation also import significant amounts of light construction
castings. The best available data for Brazil, India, and the People's
Republic of China indicate a generally rapid increase in the ratio of imports
to apparent consumption during the period of investigation. Id. at A-41.
They also reflect increases in production and generally low levels of capacity
utilization for the three foreign producers. Id. Appendix B, Appendix D.
U.S. importers' inventories reflect rapid increases in imports of light
castings from China, Brazil and the People's Republic of China. Id. at A-30.
These data reflect market conditions unfavorable to the domestic industry
which may impinge upon the effect to the domestic industry from the threat of
Canadian imports.

16
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For these reasons, we determine that the domestic light construction
casting industry is threatened with material injury by reason of LTFV imports

from Canada. 59/

59/ Commissioner Rohr notes that, under section 735(b)(4)(B), he 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 Commerce's preliminary affirmative finding. He notes that the Commerce
preliminary determination in this investigation was made in October 1985. He
also notes that, as a practical matter, the domestic industry supplied the
Commission with information on the condition of the domestic industry only up
to September 1985. The Commission does possess certain monthly import figures
for part of this period. This information does not persuade him that the
threat which he determined to exist would have become actual injury in the
period since the suspension of liquidation.

17
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VIEWS OF VICE CHAIRMAN LIEBELER

Based on the record in Investigation No. 731-TA-263
(Final), I determine that an industry in the United
States is not materially injured, or threatened with
material injury, or materially retarded, by reason of
imports of "heavy" iron construction castings from
Canada that are sold at less than fair value (LTFV). I
also determine that an industry in the United States is
threatened with material injury by reason of imports of
"light" iron construction castings.1 I concur in the

decision of the majority with respect to like product,

domestic industry, and related parties.

In order for a domestic industry to prevail in a
final investigation, the Commission must determine that
the dumped imports cause 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

determine whether the domestic industry producing the

1
Because the domestic industries are well-established,
the issue of material retardation need not be addressed.

19
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like product is materially injured or is threatened with
material injury. Second, the Commission must determine
whether any injury or threat thereof is by reason of the
dumped imports. Only if the Commission answers both
questions in the affirmative will it make an affirmative

determination in the investigation.

Condition of the Industries

With some important exceptions, the performance of
the two industries under investigation has been
similar. Production of heavy castings rose nearly 80%
from 1982 to 1984. Capacity utilization increased from
57 percent to 71.4‘percent over the same period.
Comparing January-September 1984 and 1985, production
continuedzto increase, although not as fast as

capacity. The value of shipments also increased

during the period of investigation.

Production of light castings also increased through
' 3
1984, though more slowly. Comparing interim 1984 and

2
Report at Table 4. Domestic shipments followed the
same trend. Report at Table 5.

3
Report at Table 4.

20
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1985, however, production, shipments and value of

shipments fell.

The ratio of inventories of light castings to
shipments rose from 31.2 percent in interim 1984 to 40
percent in interim 1985 as a result of the decrease in
shipments. For heavy castings, this ratio trended down
over the entire period, reaching 18.5 percent in interim

1985.

The financial data for light and heavy castings
differ substantially. Although the light castings
industry shows consistently higher operating margins
than the heavy castings industry, the trend for heavy
castings is up while the trend for light is down.4
This is also true for the ratio of net income before

5
taxes to net sales.

4

For the light castings industry, operating income has
been consistently at or over 10 percent. For heavy
castings, this ratio reached 3.3 percent in interim 1985.
Commissioner Brundsdale raises certain issues regarding
the allocation of costs between heavy and specialty
castings. I believe that she raises some serious
questions about the reliability of financial data where
the production process is the same and I concur with her
analysis.

5 :
Report at Tables 11-12.



22

Overall, the heavy castings industry has been
improving while the light casting industry has been
deteriorating. As is evident from the figures cited,

neither is currently materially injured.

Threat of Material Injury by Reason of Imports

'In Certain Red Raspberries from Canada, I set forth

a framework for examining causation in Title VII
investigations.6 This framework is drawn from the
proposition that Congress did not establish a per se
rule against sales at less than fair value. As noted in
the legislative history, "the Antidumping Act does not
proscribe transactions which involve selling an imported
product at a price which is not lower than that needed
to make the product competitive in the U.S. market, even
though the price of the imported product is lower than
its home market price."7 Because sales at prices to
meet competition are permissible, Congress must have

been directing the Commission to look further. I have

concluded that Congress directed the Commission to

6 _
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

7

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d

Sess. 179. 2
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search for some form of predatory pricing, or what the
Congress referred to as "unfair price

8
discrimination." My analysis of the data therefore

concentrates on five factors:

The stronger the evidence of the following . . . the
more likely that an affirmative determination will
be made: (1) large and increasing market share, (2)
high dumping margins, (3) homogeneous products, (4)
declining prices and (5) barriers to entry to other

foreign producers (low elasticity of supply of other
9

imports).
Although the presence of the five factors would not be
sufficient to establish a domestic predatory pricing
case, I treat them as factors that must be balanced to
determine whether the necessary conditions are present
to support a finding that foreign firms are engaging in
unfair price discrimination practiées that cause or
threaten to cause material injury to a domestic

10
industry.

The starting point for the five factor approach is

import penetration data. This factor is relevant

Id.

9
Id. at 1e.

10

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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because unfair price discrimination has as its goal, and
cannot take place in the absence of, market power. The
statute requires that, under certain conditions, imports |
of two countries must be cumulated to determine the
effect of the imports on price and volume. Cumulation
is mandated when imports from two or more countries
compete with each other and with like products of the
domestic industry and are subject to investigation.11

It is questionable whether cumulation is required in the
context of a threat determination. The cumulation
amendment is in the section on material injury and
refers only to material injury criteria. However,
cumulation may still be permitted if the criteria are
met. The imports from Canada, Brazil, India and China
compete with each other and the domestic like product,
and are subject to investigation. I conclude that
cumulation is appropriate in this case.12 As a

percentage of apparent U.S. consumption, cumulated

imports of light castings increased from 20.8 in 1982

11
19 U.S.C. 1677(7) (C) (iv) (1985 cum. supp.).

12

Respondents challenged the appropriateness of
cumulating in this case on several different grounds but
did not raise the issue whether cumulation was permissible
for purposes of a threat determination.

24
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13
to 34 during January-September 1985. The cumulated

import penetration ratio for heavy castings increased
from 15.2 percent in 1982 to 26.2 percent in interim
1985.14 Thus, the cumulated import penetration ratio
for each product increased significantly over the

period. Cumulated light casings captured over 1/3 of

the market, with heavy castings only at around 1/4.

The second factor is a high margin of dumping. The

higher the margin of dumping, ceteris paribus, the more

likely it is that the product is being sold below
marginal cost, which is a requirement for predatory
pricing, and the more likely it is that the domestic
producers will be adversely affected by the dumping.

The margin of dumping is determined by the Department of
Commerce. In this case, the weighted-average margin is

15
10.2 percent ad valorem for Canada.

13
Report at Table 22. Imports from Canada alone
increased from 7.7 to 17.1 percent over the same period.

14
The ratio for Canada 1ncreased from 1.5 to 4.0 percent
over the same period.

15

Report at A-8. Commerce determined that light and
heavy construction castings were within the same "class or
kind" of merchandise and therefore did not determine

separate margins. ’s
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The third factor is the homogeneity of the
products. The more homogeneous the products, the
greater will be the effect of any allegedly unfair
practice on domestic producers. There is no significant
evidence of record suggesting that these products are

16
differentiable.

The fourth factor is declining prices. Evidence of

declining domestic prices, ceteris paribus, might

indicate that domestic producers were lowering their
prices to maintain market share. Evidence with respect
to price trends indicates that prices for both heavy and
light castings were stable through mid-1985. Commission
data indicate that prices began to fall at this

17
point.

The fifth factor is low elasticity of supply of
other imports. A low elasticity of supply of imports
from countries not under investigation provides some
evidence that the firms selling at LTFV will have

sufficient time to recoup their present losses in the

16 :
Some purchasers state that Canadian castings are

superior in quality while others prefer domestic product.
There is no overall pattern presented. Report at A-45.

17
Report at Table 28.

26
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future. Evidence on this elasticity is unavailable.

One could infer under normal circumstances, however,
that the historical pattern of imports will continue in
the reasonably foreseeable future.18 For both light

and heavy éastings, cumulated imports account for
approximately 85 percent of the imports.19 Oon the
information available, I conclude that the elasticity of
supply gg imports from countries not under inﬁestigation

is low.

These factors must be balanced in each case to reach

a sound determination. Most of the factors are the same

18 :

If new capacity has recently been established in other
countries, historical import patterns would be of less
utility in establishing whether there is a barrier to .
entry to other imports. 1In addition, if capacity can be
built (or transferred from other uses) quickly and

cheaply, this factor would act as a constraint on market
power.

1°
Report at Table 21.

20

A question related to this inquiry is whether the
countries under investigation have a high elasticity of
supply. This is especially significant for a threat case
where the determination is whether the condition of the
domestic industry will deteriorate. Report at table 15.
Data with respect to Canadian capacity are confidential
and cannot be discussed in the public version of this
opinion. The best available data on production and
capacity for the three other countries under investigation
(Brazil, India and the People’s Republic of China)
indicates that there have been low levels of capacity

27
(Footnote continued to page 10)

)
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for both industries: moderate dumping margins, prices
dowﬁ recently, homogeneous products, and a fairly high
percentage of total imports. The data on the condition
oé tﬁe industry provide no indication that either
industry is materially injured. It is a closer question
whether a threat of material injury is established. 1In
the light castings industry, the production and
financial data.indicate that there has been a recent
downturn,21 while in the heavy castings industry there
has been constant improvement.22 Moreover, the import
penetration ratip is 25 percent higher for light
castings tﬁan for heavy. Thus, my analysis of the
factors indicates that the light construction castings
industry in the U.S. is threatened with material injury
by reason of LTFV imports of from Canada and that the
domestic heavy cqnstruction castings industry is not
materially injured, or threatened with material injury,
by reason of heavy construction castings imports from

Canada.

(Footnote continued from page 9)

utilization. Report at B-53-57 (Appendix D). Low
capacity utilization is evidence that these suppliers can
increase supply to the U.S. at a constant price (high
elasticity of supply).

21
Report at Table 12.

22 ,
Report at Table 11.



VIEWS OF COMMISSIONER BRUNSDALE

Based on the record in Investigation No. 731-TA-263
(Final), I determine that an industry in the United
States is threatened with material injury by reason of
imports of "heavy" iron construction castings from
Canada that are sold at less than fair value (LTFV). I
also determine that an industry in the United States is
threatened with material injury by reason of imports of
"light" iron construcﬁion castings.l I further
determine that I would not have found that the domestic
industries were materially injured but for the
suspension of liquidation of entries of "heavy" iron
construction castings and "light" iron construction
castings, respectively.2

There was steady improvement in the performance of
both the "heavy" and "light" domestic castings
industries through 1984, coupled with dramatic gains in
the market shares of imports. These factors, along with

declines in the economic indicators for both industries

during interim 1985, increases in Canadian capacity and

1

Because the domestic industries are
well-established, the issue of material retardation
need not be addressed.

2
19 U.S.C. Sec. 1671d(b) (4) (B).

29

29



importers' inventories, and weighted-average dumping
margins that are not insignificant, led to my finding of
threat of material injury by reason of imports of both

"heavy" and "light" iron construction castings.

I. Like .Product and domestic industry

Although I concur in the majority finding on like
product and domestic industry with respect to "light"
castings, I have serious problems with the exclusion of
"specialty" castings from the "heavy" castings industry.

There are indications in the case at hand that it is
relatively easy for a producer to shift from "heavy" to
"specialty" castings. Moreover, when similar equipment
is used to produce two products, the allocation of costs
becomes tricky and potentially unreliable. This
difficulty, which is discussed at greater length below,
needs to be taken into account in this analysis. There
is convincing reason to believe that costs properly
allocable to "specialty" castings have been allocated to
"heavy" castings. Thus, profitability of "heavy" cast-

ings operations will necessarily be understated, unless

30
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"specialty" castings are treated as part of the
"heavy" castings industry.

I concur with the views of the majority with
respect to related parties. Thus, I do not apply the

term "industry" by excluding any producers.

II. Condition of the domestic industries

When examining the impact of imports on the affected
industry, the Commission must consider all relevant
economic indicators, including actual and potential
declines in output, sales, market share, and profits, as
well as actual and potential effects on growth.3 In
this investigation the Commission considered available
data covering the period from January 1982 through
September 1985. For both the "heavy" and "light" iron
construction castings industries, the key indicators
showed an upward trend from 1982 through 1984 and a
moderate downturn in the first nine montgs of 1985.

Evidence presented to the Commission suggests

that the financial performance of "heavy" castings has

3
19 U.S.C. Sec. 1677(7) (c) (iii).

4
Memorandum to the Commission, INV-J-027.
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been poor over the period of the investigation. This
evidence, while reported accurately, is potentially
misleading. The difficulty arises because the method
the industry uses for allocating fixed costs, though
reasonable as an accounting procedure, does not properly
reflect certain important characteristics of the
castings industry as a whole.

Most producers of highly standardized "heavy" cast-
ings also produce made-to-order "specialty" castings
consisting of infrequently ordered or customized
products (called "other castings" in the staff report).
The technology involved in making these two kinds of
castings is essentially the same. However, becauée
"heavy" castings are standardized they are produced for
inventory in anticipation of sales, whereas "specialty"
castings are produced only to specific customer orders.
Thus, overseas producers compete vigorously in the U.S.
"heavy" castings sector but generally find that lengthy
delivery times make it difficult for them to serve the
"specialty" sector. (Canadian producers, by virtue of
their pfoximity, are somewhat more competitive in this
market.)

All parties acknowledge that "specialty" products
are highiy profitable to domestic producers. Indeed,

the
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overall profitability of the "heavy" castings industry
with "specialty" included is similar to that of broadly
related industries.5

To service a "specialty" castings order, a producer
must have sufficient capacity to produce the required
volumes within the times specified by the buyers.
Generally a foundry increases capacity only if that
capaéity can be expected to add to total profit. Since
the marginal cost of operating a foundry rises as
capacity utilization increases, it follows that
foundries anticipate operating at full capacity only
when processing orders for higher-priced products --
i.e., "specialty" castings. And since, as in this case,
the cost of the additional capacity is incurred
essentially without regard to the lower-priced product,
i.e., standardized "heavy" castings, that cost should be
allocated exclusively to the higher-priced product.

This is not, however, how the cost of marginal
capacity is allocated in the financial accounts reported
for the castings industry. Rather, such fixed costs as

depreciation and amortization and interest are prorated

5
Memorandum to the Commission, INV-J-027.
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on the basis of total pounds produced in each
activity. °

With fixed costs allocated according to financial
accounting practice, "heavy" castings operations appear
at first glance to be doing exceedingly poorly compared
to relatéd industries. However, since much of the
capacity was added without the expectation that it be
routinely used to produce "heavy" castings, this view
leads to a mistaken conclusion.7 It should be noted

that the issue of properly allocating fixed costs is not

trivial. 1In this case, depreciation and amortization

6

One domestic producer described the accounting

procedure this way:
We are...devoting much of our efforts in the
direction of ornamental tree grates, short run
and special marked manholes, lightweight catch
basin and trench grates as well as jobbing
castings (machinery castings) which will allow us
to charge a fair market value. This will explain
why the average price [cost] per pound works out
at a much higher level than would be possible if
production was limited to strictly manhole ring
and cover production. [Memorandum to the
Commission, INV-J-024.]

7

This analysis is similar in important respects to
that used by electric utilities in choosing optimal
capacity and adopting peak, off-peak rate schedules.
In the electricity industry, it is well recognized
that the price at peak demand periods should reflect
marginal capacity costs, while the price at off-peak
periods should not.

34

34



expense (which constitutes only a portion of all fixed
costs allocated to "heavy" castings) exceeds operating
losses by 50 percent or more in the years in which such
losses are reported.8

To sum up, it is analytically inevitable, given
existing.demand for "specialty" castings, that financial
figures for "heavy" castings calculated according to
standard accounting methods will appear significantly
worse than figures for the industry as a whole. Thus, I
find that the domestic "heavy" castings industry exists
in a production setting inseparable from the market for
other, or "specialty," castings. The production of
"heavy" castings covers variable costs and uses capacity
during times when that capacity has an extraordinarily
low opportunity cost to firms in the industry, i.e.,
times when the firms are between orders for
higher-priced "specialty" ﬁroducts. On the basis of the
data given below I conclude that the domestic industries
are not materially injured.

Net sales of "heavy" castings including "specgalty"

increased throughout the period of investigation.

8
Report at Table 11, A-24.

9
Report at A-25 and Table 10, A-23.
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Operating income and operating income maréins increased
from 1982 to 1984 but declined somewhat in interim
1985.lo Net sales of "light" castings increased
throughout the investigation period.11 Operating
income margins for "light" castings decreased over the
period of investigation, but remained high compared to
margins for other iron ahd steel industries.12 2

Production of "heavy" castings rose 74 percent from
1982 to 1984, as capaéity increased slightly and

capacity utilization improved sharply from 58.7 percent

10
Report at A-22 and Table 10, A-23.
11
Report at Table 12, A-26.
12
Id.
13

1985 Annual Statement Studies, Robert Morris
Associates; Quarterly Financial Reports for
Manufacturing, Mining, and Trade Corporations, Bureau
of the Census.
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14 .
73.3 percent. Comparing January-to-September 1984

and 1985, production continued to rise, although not as
fast as capacity.

Production of "light" castings rose about 13 percent
from 1982 to 1984, and thereafter remained flat.
Capacity grew slightly over the period, while capacity
utilization improved from 70.0 to 75.8 percent in
1982-1984 and fell somewhat in interim 1985. 1e
Domestic shipments and value of shipments increased in
the 1982-1984 period, but fell somewhat in interim 1985
compared to interim 1984.17

The ratic of inventories of "heavy" castings to
shipments trended down during the entire investigation
period.18 For "light" castings, the ratio of
inventories to shipments fluctuated during the
investigation period, rising sharply to 40.7 percent in
interim 1985 compared to 31.2 percent in interim
1984.19This sharp increase occurred because shipments

increased less rapidly than inventories.

14
Report at Table 4, A-14, and Table C-1, B-44.
15 :
Report at Table 4, A-14.
16 :
_I_g..
17
Report at Table 5, A-16.
18
Report at Table 6, A-17, Table C-2, B-45, and
Table C-3, B-46.
19
Report at Table 6, A-17.
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III. Cumulation
20

The statute requires that, under certain
conditions, imports of two or more countries must be
cumulated to determine the effect of the imports on
price and volume. Cumulation is mandated when imports
of like products from two or more countries compete with
each other and with like products of the domestic
industry, and are subject to investigation.

Imports of "héavy" and "light" iron construction
castings from Brazil, India, and the People's Republic
of China are presently subject to antidumping
investigations before the COmmission.21 Since these
products from Canada and the other three countries are
essentially fungible, compete with each other and with
the domestic like products, and are all subject to
investigation, I conclude that it is appropriate to

cumulate the imports from all four countries.

IV. Threat of material injury

20
19 U.S.C. Sec. 1677(7) (c) (iv) (1985 Cum. Supp.)

21

Iron Construction Castings from Brazil, India,
and the People's Republic of China, Inv. Nos.
731-TA-262, 264, 265, 50 F.R. 47287 (Nov. 15, 1985).
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The Commission is required to consider eight
factors, among others, in determining whether an
industry in the United States is threatened with
material injury by reason of imports.22

Canadian production of both "heavy" and "light"

construction castings rose dramatically during

22
Under 19 U.S.C. Sec. 1677(7) (F), 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,
(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 1671 or 1673 of this title or to
find orders under section 167le or 1673e of this
title, are also used to produce merchandise under
investigation.
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the period of investigation. Moreover, the data

available to us on Brazil, India, and the People's
Republic of China indicate increases in production and
generally low levels of capacity utilization.24 There
were also significant increases in importers'
inventories from all four countries during the period of
inveStigation.25

Exports to the United States of both "heavy" and
"light" castings from the four countries considered here
increased very strongly during the period of
investigation.26 The import penetration ratios for
all four countries together rose substantially in the
1982~1984 period and increased further in
January-September 1985.27 Nearly all of Canada's
exports of these products are shipped to the United
States.

I believe that the weighted-average dumping margin,

calculated by the Department of Commerce, is also one of

23 ,
Report at Table 15, A-31.

24
Report at Appendix D, B-51-54.

25
Report at A-30.

26
Report at Table 21, A-40 and Table C-5, B-54.

27
Report at Table 22, A-41, and Table C-5, B-54.
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the factors to be considered in determiniﬁg threat of
material injury to a domestic industry. The higher the
margin of dumping, the more likely the possibility of -
injury. The dumping margin for Canada is 10.2 percent -
ad valorem.28 The preliminary margins for Brazil,
India, and China are 68.3, 2.58-32.22, and 25.22
percent, respectively.29

fhe large increases in market penetration that
occurred over the period, when considered with the
increases in importers' capacity and inventories, and
weighted-average dumping margins that are not
insignificant, make it likely that market penetration
will reach injurious levels. 1In addition, lower
Canadian labor and energy costs and depression of the
Canadian dollar relative to the value of the U.S. dollar
make it probable that Canadian imports will have a
depressing or suppressing effect on domestic prices.
Finally, the domestic industry has experienced downturns
in financial performance in 1985, coupled with increases
in domestic inventories. Having considered these and
all other statutorily required factors, I conclude that
the domestic "heavy" and "light" iron construction

castings industries are threatened with material injury

by reason of LTFV imports.

28
Report at A-8.

29
Report at Table 1, A-9.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On May 13, 1985, the Municipal Castings Fair Trade Council, 1/ a trade
association representing 15 domestic producers of iron construction castings,
filed petitions with the U.S. International Trade Commission and the U.S.
Department of Commerce. The petitions alleged that an industry in the United
States is materially injured and is threatened with further material injury by
reason of imports from Brazil of certain iron construction castings, provided
for in item 657.09 of the Tariff Schedules of the United States (TSUS), that
are allegedly being subsidized by the Government of Brazil and by reason of
imports from Brazil, Canada, India, and the People's Republic of China (China)
of such castings that are allegedly being sold at less than fair value (LTFV).
Accordingly, the Commission instituted preliminary investigations (No.
701-TA-249 (Preliminary) and Nos. 731-TA-262 through 265 (Preliminary)) under
the provisions of the Tariff Act of 1930 (the Act) to determine whether there
is a reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an
industry in the United States is materially retarded, by reason of imports of
such merchandgse into the United States. 2/

As a result of its preliminary investigations, the Commission, on
July 3, 1985, notified Commerce that there was a reasonable indication that an
industry in the United States was materially injured by reason of imports of
certain heavy iron construction castings from Brazil, which were alleged to be
subsidized by the Government of Brazil. At the same time, the Commission
determined 3/ that there was no reasonable indication that an industry in the
United States was materially injured or threatened with material injury, or
that the establishment of an industry in the United States was materially
retarded, by reason of imports from Brazil of certain light iron construction
castings that were alleged to be subsidized by the Government of Brazil. The
Commission further determined that there was a reasonable indication that
industries in the United States were materially injured by reason of imports
from Brazil, Canada, India, and China of certain heavy and light iron
construction castings that were alleged to be sold at LTFV.

On August 12, 1985, Commerce published in the Federal Register (50 F.R.
32462) 4/ its preliminary determination that imports of certain heavy iron
construction castings from Brazil are receiving certain benefits from the
Government of Brazil that constitute subsidies within the meaning of the

1/ The member companies are: Alhambra Foundry, Inc., Allegheny Foundry Co.,
Bingham & Taylor, Campbell Foundry Co., Charlotte Pipe & Foundry Co., Deeter
Foundry Co., East Jordan Iron Works, Inc., E.L. Le Baron Foundry Co.,
Municipal Castings, Inc., Neenah Foundry Co., Opelika Foundry Co., Inc.,
Pinkerton Foundry, Inc., Tyler Pipe Corp., U.S. Foundry & Manufacturing Co.,
and Vulcan Foundry, Inc.

2/ Copies of the Commission's Federal Register notices relevant to these
investigations appear in app. A.

3/ Chairwoman Stern and Commissioner Eckes dissenting.

4/ Copies of Commerce's Federal Regqister notices relevant to these
investigations appear in app. B.
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countervailing duty law. As a result of Commerce's affirmative preliminary
determination of subsidized sales from Brazil, the Commission instituted

investigation No. 701-TA-249 (Final), effective August 12, 1985, under section
705(b) of the Act (19 U.S.C. 1675(b)), to determine whether an industry in the
United States is materially injured or is threatened with material injury, or
whether the establishment of an industry in the United States is materially
retarded, by reason of subsidized imports from Brazil of certain heavy iron
construction castings. On August 30, 1985, Commerce extended the deadline for
its final determination in this investigation from October 21, 1985, to
January 6, 1986, to correspond with the date of its final determinations in
the antidumping investigations of the same products from Brazil, Canada, India
and China (50 F.R. 35280). 1/

On October 28, 1985, Commerce published in the Federal Register (50 F.R.
43591) its affirmative preliminary determinations that imports of certain iron
construction castings from Brazil, Canada, India, and China are being, or are
likely to be, sold in the United States at LTFV within the meaning of section
733 of the Act. As a result of these determinations, the Commission instituted
investigations Nos. 731-TA-262 through 265 (Final), effective October 28, 1985,
under section 735(b) of the Act, to determine whether an industry in the United
States is materially injured or is threatened with material injury, or whether
the establishment of an industry in the United States is materially retarded,
by reason of LTFV imports from Brazil, Canada, India, and China of certain
iron construction castings. Notice of the institution of the Commission's
final investigations and a public hearing to be held in connection therewith
was given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice
in the Federal Register on November 1%, 1985 (50 F.R. 47287).

Upon request by respondents, Commerce extended the date for its final
determination in its antidumping investigation invelving Brazil from January
6, 1986, to March 12, 1986, by publishing a notice in the Federal Register on
November 27, 1985 (50 F.R. 48826). 1In the same notice, Commerce also extended
the date for its final countervailing duty determination on certain heavy iron
construction castings from Brazil until March 12, 1986. On December 9, 1985,
Commerce, at the request of respondents, extended the date for its final
determination in its antidumping investigation invelving China from
January 6, 1986, to March 12, 1986 (50 F.R. 50188). Similarly, at the request
of respondents, Commerce extended its final determination in its antidumping
investigation involving India from January 6, 1986, to March 12, 1986
(50 F.R. 51272). Commerce published its final determination of sales at LTFV
with respect to imports from Canada on January 16, 1986 (51 F.R. 2412).

The Commission's hearing held in connection with this investigation, as
well as its investigations concerning imports of iron construction castings
from Drazil, India, and China, was held in Washington, DC, on January 16,
1986. 2/ The briefing and vote in this case was held on February 12, 1986.

1/ Notice of the institution of the Commission's final investigation and a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal

2/ A list of witnessess testifying at the hearing is shown in app. A. A-2
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The statute directs that the Commission make its final injury determination
within 45 days after the final determination by Commeice.

With respect to the investigations concerning imports from Brazil, India,
and China, Commerce is scheduled to make its final determinations by March 12,
1986. Should any or all of those determinations be affirmative, the
Commission would be required to make its injury determinations no later than
April 25, 1986,

Other Investigations Concerning
Iron Construction Castings

On February 19, 1980, the Commission and the Department of Commerce
received a petition from Pinkerton Foundry, Inc., Lodi, California, alleging
that bounties or grants were being paid with respect to certain iron
construction castings imported from India. The iron construction castings
subject to that investigation included manhole covers, rings, and frames; catch
basin grates and frames; and cleanout covers and frames. On August 14, 1980,
following its investigation, Commerce issued a final countervailing duty
determination that the Government of India was granting bounties or grants
ranging from 12.9 to 16.8 percent of the f.o.b. India price. 1/ On September
29, 1980, the Commission, by a 4-to-1 vote, determined in investigation No.
303-TA-13 (Final) that an industry in the United States was materially injured
or threatened with material injury by reason of imports of the iron
construction castings from India that were subject to the Commerce subsidy
determination.

On November 19, 1980, the Commission and the Department of Commerce
received a petition from Pinkerton Foundry, Inc., alleging that certain iron
construction castings from India were being, or were likely to be, sold in the
United States at LTFV. On December 18, 1980, the Commission determined that
there was a reasonable indication that an industry in the United States was
materially injured, or threatened with material injury, by reason of the
alleged LTFV imports from India. However, the Department of Commerce
subsequently issued a negative determination as to the existence of LTFV
sales, and the investigation was terminated (46 F.R. 39871).

On September 10, 1982, the Department of Commerce received a petition
from counsel on behalf of 11 domestic manufacturers of certain iron-metal
construction castings, alleging that bounties or grants were being paid with
respect to such products imported from Mexico. 2/ Commerce issued a final
countervailing duty determination on February 7, 1983, that certain benefits
that constitute bounties o grants, in the amount of 2.85 percent ad valorem,
were being provided to manufacturers, producers, or exporters of certain
iron-metal construction castings in Mexico. In 1984, at the request of the
petitioner, Commerce conducted an administrative review of the countervailing

1/ This countervailing duty has subsecquently been reduced. The current
countervailing duty being applied to imports of iron construction castings
from India is 2.19 percent.

2/ Inasmuch as Mexico was not at that time a "country under the Agreement,"

the Commission was not required to make an injury determination. A-3



duty order. As a result of the review, Commerce reached a preliminary
determination that the bounty or grant was 0.37 ad valorem for the period of
review (50 F.R. 43262).

On January 19, 1984, the Commission instituted investigation No. 332-176,
Competitive Assessment of the U.S. Foundry Industry. The investigation was
conducted in response to a request from the United States Trade Representative,
at the direction of the President. Part IIL of the study dealt with iron
construction castings.

Following the receipt of a petition filed on behalf of the Cast Metals
Federation on December 2, 1985, the Commission instituted investigation No.
TA-201-58, Certain Metal Castings. All of the iron construction castings
included in the instant investigation are also included in the section 201
investigation. The Commission’s deadline for reporting its determination to
the President in investigation No. TA-201-58 is June 2, 1986.

The Products

Description and uses

The iron construction castings covered by this investigation are manhole
covers, rings, and frames; catch basin grates and frames; cleanout covers and
frames; and valve, service, and meter boxes. 1/ These articles are cast from
iron that is not alloyed and not malleable, a material commonly known as gray
iron. Figure 1 shows examples of these products,

Iron construction castings are divided into two categories——so-called
"heavy" castings, which usually have walls of 1-inch or greater thickness, and
"light" castings, which typically have 1/4-inch thick walls. The heavy
construction castings consist of manhole covers, rings, and frames; catch
basin grates and frames; and cleanout covers and frames. These products are
used for drainage or access purposes in utility, water, and sanitary systems,
Manhole sets, consisting of a cover and a frame, and sometimes accessory parts
such as rings, constitute the bulk of both domestic production and imports of
heavy construction castings. Heavy castings generally range in weight from
270 to 1,000 pounds and are produced by the sand cast method.

The light construction castings consist of valve, service, and meter
boxes. These products are used to encase the underground valves and meters of
water, gas, or other utilities, and to provide access to this equipment for
periodic adjustment or reading. Light castings are also manufactured in sets,
usually containing three pieces—a base, a top, and a cover with lettering

1/ In its final LTFV notice with respect to imports from Canada (as well as
its institution notices concerning imports from Brazil, India, and China),
Commerce stated that "The merchandise covered by this investigation consists
of certain iron construction castings, limited to manhole covers, rings and
frames, catch basin grates and frames, cleanout covers and frames used for
drainage or access purposes for public utility, water and sanitary systems;
and valve, service and meter boxes which are placed below ground to encase

water, gas or other valves, or water or gas meters. . . ." A



Figure 1.--Samples of Iron Construction Castings
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and/or a pattern. Light castings generally range in weight from 10 to 120
pounds and are produced in the United States by sand cast, shell mold, or
permanent mold processes.

Although the bhasic configurations of the heavy constiruction castings
included in this investigation vary little, there are many models of each of
these products. Individual models are distinguished by their dimensions,
markings, vents, pick holes, and other characteristics. Some differences in
the models result from the differing weather and wear problems characteristic
of the different regions in which they are used. For example, castings in the
Northwest are designed to handle heavy rain runoff, whereas those sold in the
Southwest are designed to prevent clogging with sand. Other differences
result from the preferences of the individual municipalities and utilities
that are the end users of these products. Domestic foundries, by virtue of
their proximity to the municipalities and construction supply distributors,
require relatively short lead times and can fill most orders for less popular
or customized models without maintaining inventories of such items. Importers,
with their longer lead times, generally handle only the faster-moving, more
standardized models because of the resulting inventory carrying costs
naecessary to supply a complete range of products. Thus, while domestic
producers may typically handle 4,000 to 5,000 items, importers may carry only
150 to 200. 1/

Light construction castings are manufactured in a range of dimensions,
but are relatively standardized nationwide. Valve, service, and meter boxes
must reach below the frostline; consequently, those used in the North are
longer than those used in the South. Nearly all valve and saervice boxes used
in the United States are from a line of products known as Buffalo boxes.

These construction products are usually made of gray iron, but other
materials are being used in increasing amounts. The underground sections, and
occasionally the covers, of valve, service, and meter boxes are being made of
plastics and processed paper. High performance construction castings, such as
those used in airport runways, are made of ductile iron, a stronger and more
expensive material than gray iron. Industry sources expect that ductile iron
construction castings will be used in increasing quantities in less critical
applications, primarily for weight reasons. Ductile iron castings are lighter
than their gray iron counterparts because equivalent performance is attained
with less material. ‘

Manufacturing processes

Foundries produce iron castings by pouring molten iron into molds,
allowing the iron to cool and solidify, and removing ("shaking out") the iron
products from the mold for finishing and sale. The molten iron is produced
from pig or scrap iron, 2/ coke, and limestone in cupola furnaces, but can

1/ Transcript of the conference, June 5, 1985, p. 120.
2/ The basic raw material used by U.§. and Canadian producers is scrap iron,
whereas the Brazilian, Chinese, and Indian producers generally use pig iron.
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also be made in electric furnaces. 1/ The molds into which the iron is poured
are produced in several ways. The sand-cast method is used to produce

heavy castings and, in some foundries, light castings. 1In this process, green
sand 2/ is packed into metal frames ('"flasks") fitted with wood or metal
patterns bearing the external shapes of the finished castings. Each mold
consists of two flasks of sand-—the "“cope'" with the pattern of the casting's
top half and the “drag" with the bottom half. After the sand has been packed
in firmly, the patterns are removed and the cope and drag are joined such that
an internal cavity having the shape of the entire casting is created. Light
castings have some inner surfaces that can be formed only with sand ("cores")
inserted into the cavity before the cope and drag are closed. Molten iron is
poured into the mold cavity via a hole (“sprue") cut through the sand. After
the iron solidifies, the casting is shaken out of the sand on shaker belts,
and the sand from the molds and cores is reprocessed for further use. The
casting is then particle blasted or ground to remove rough edges and
overpourings, and then dip painted or sold as is.

The shell mold process used by some producers to make light castings is
the same as the sand cast method, except that the cores are made of
resin-treated sand and baked. Some foundries produce light castings in
permanent molds. These molds are made of a metal with a higher melting point
than that of the cast gray iron and, instead of being discarded after each
pour, are used for several thousand pours. However, initial tooling costs are
high and, therefore, the process is economical only for high—volume,
standardized production.

U.$. tariff treatment

Imports of the iron construction castings subject to this investigation
are classified in TSUS item 657.09. For statistical reporting purposes,
imports under this item are further broken out into the following item numbers
of the Tariff Schodules of the United States Annotated (TSUSA): (a) manhole
covers, rings, and frames (TSUSA item 657.0950), and (b) other (castings)
(TSUSA item 657.0990). The column 1 (most-favored-nation) rate of duty for
TSUS item 657.09 is "free." The column 2 (applicable to imports from certain
Communist—controlled countries 3/) rate of duty is 10 percent ad valorem.

1/ Some producers of iron construction castings, as well as foundries
producing other products, are changing from melting iron in cupola furnaces to
melting in various types of electric furnaces, largely to comply with Federal,
State, and local pollution standards. Generally, larger foundries prefer
cupola furnaces for melting, as they are more efficient when large quantities
of iron need to be melted, whereas smaller foundries often find electric
furnaces to be more appropriate to their limited needs.

2/ Green sand is sand mixed ("mulled") with a water-base binder such as
bentonite.

3/ In Proclamation 4697, dated Oct. 23, 1979, the President, acting under
authority of section 404(a) of the Trade Act of 1974 (88 Stat. 1978) extended
nondiscriminatory treatment to imports from China. Imports from Hungary,
Yugoslavia, and Romania are also granted col. 1 treatment.
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On May 10, 1979, the U.S. Customs Service of the U.S. Department of the
Treasury published a notice in the Federal Register (44 F.R. 2738%) regarding
specific country-of-origin marking requirements for imported manhole covers
and frames. Customs ruled that effective on or after August 8, 1979, imported
manhole covers and frames must be permanently and legibly marked by die
stamping, molding, or etching on them the country of origin. Customs took
this action following complaints from domestic producers that origin-marking
requirements were not being uniformly applied and that many imported castings
entered U.S. ports with no markings or with the country of origin merely
painted on them. Some distributors were found to be painting out the country-
of-origin marking. Such country-of-origin markings are significant, in that
some public works contracts are subject to "Buy American" provisions,

Nature and Extent of Sales at LTFV

Commerce determined that heavy and light iron construction castings from
Canada are being, or are likely to be, sold in the United States at LTFV. The
weighted—-average margins for the individual companies investigated are as
follows (in percent): 1/

Mueller Canada, Inc 9.8
lLaPerle Foundry, Ltd 7.4
Bibby Ste. Croix Foundries, Inc————- 10.9
All others 10.2

A summary of Commerce's preliminary subsidy and LTFV determinations in
the investigations involving imports from Brazil, India, and China is
presented in table 1. As indicated previously, Commerce is due to render its
final determinations in all of these cases by March 12, 1986. Details of
these preliminary findings, as well as the final determination concerning
Canada, are contained in the Federal Register notices presented in appendix B.

The U.S. Market

Accorrding to information obtained in the Commission study on the
competitiveness of the U.S. Foundry Industry (henceforth referred to as the
ITC foundry study), 2/ the marketing of iron construction castings in the

1/ Commerce found that these three manufacturers account for at least 60
percent of the exports of the subject merchandise to the United States. It
examined all sales made by these companies during the period of its
investigation. Commerce stated that it believes that light and heavy
construction castings should be considered within the same "class or kind" of
merchandise. Therefore, it did not differentiate between heavy and light
castings in making its LTFV determinations, stating that "We have therefore
determined that light and heavy construction castings are of the same class or
kind, and that any differences between the two types of castings are not
significant enough to warrant the application of separate margins."

2/ Competitive Assessment of the U.S. Foundry Industry: Report to the
President on Investigation No. 332-176 Under Section 232 of the Tariff Act of
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Table 1.--Iron construction castings: Preliminary subsidy and LTFV margins
found by the Department of Commerce in its investigations concerning Brazil,
India, and China, by types of investigations, and by products.

(In percent ad valorem)

Item C Light construction : Heavy construction
: castings : castings

Subsidy margins:

Braz i Lo : 1/ : 4.56
LTFV margins: : :

Braz i Lo : 68.3 : 68.3

TN L @i : 2.58-32.22 : 2.58-32.22

China : 25.22 : 25,22

1/ Not applicable.

United States differs from that of most other foundry products. First, iron
construction castings are consumed in nearly the same condition and dimensions
as those in which they have been cast—there is a minimum of machining and
finishing operations on these items. Second, the vast bulk of construction
castings are ultimately purchased and used by utilities, municipalities, and
other such entities for civil construction purposes. Hence, iron construction
castings have limited channels of distribution and end markets. As shown in
table 2, respondents to producer questionnaires in the ITC foundry study
reported that 35 percent of their shipments of iron construction castings went
to distributors and 64 percent went to nonspecified markets (e.g., contractors,
firms that construct municipal water and other utility systems, municipalities,
and so forth). Importers that responded to the questionnaire reported that

Table 2.—Iron construction castings: U.S. producers' and importers'
shipments, by channels of distribution, 1981-83

(In percent)

Share of shipments

Channel of distribution

Producers f Importers
Machine shops/other fabricators : 1/ : 3
Distributors : 35 60
Original equipment manufacturers : 1 1/
Other : 64 36

Total : 100 : 100

1/ Less than 0.5 percent.

Source: Competitive Assessment of the U.S. Foundry Industry, USITC
Publication No. 1582, September 1984, p. III-15.
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60 percent of their shipments went to distributors. The higher proportion of
sales to distributors by importers is typical of metalworking industries'
markets. Since the national identity of the castings is often lost at the
distributor level, the effect of import sales and prices on U.S. producers of
similar products is often difficult to measure.

U.5. producers

According to the Cast Metals Federation, the metal-casting industry in
the United States is composed of approximately 3,000 foundries employing some
240,000 people. Roughly a third of these foundries pour gray iron to some
extent. Iron construction castings are produced in approximately 40 foundries
on a regular basis and in numerous small, jobber foundries on an intermittent
basis.

In recent years many jobber foundries have abandoned the production of
the relatively low-unit-value, competitively priced construction castings.
Production has become increasingly concentrated in several of the larger
foundries, which account for a growing proportion of total iron construction
casting production. The eight largest iron construction castings foundries
accounted for approximately 80 percent of U.S. production of these products in
1983, 1/

The larger foundries are characterized by a high degree of specialization
in the product lines and mechanization of the production operations. 2/ These
features allow the production of construction castings at relatively low unit
costs, but make the production of other iron castings difficult, if not
economically unfeasible. For example, few alternate products can be
manufactured in foundries designed to produce heavy castings, because these
castings do not require great precision in specifications and are most
economically produced by the sand-cast process. Other gray iron products,
such as pressure pipe and hydrants, may require centrifugal rather than
flat-casting techniques, hydrostatic testing, and complex pattern and
coremaking ability. Those foundries that produce significant quantities of
gray iron products other than iron construction castings generally do so in
separate facilities or on separate equipment within the same plant.

In order to produce iron construction castings competitively, the
foundries are designed to manufacture and handle products within certain size
and weight ranges. This not only makes the manufacture of products other than
construction castings difficult, but also creates barriers between the
production of light castings and heavy castings; the former are made with much
smaller scale equipment and require cores. Foundries that produce light
castings use equipment that lacks the size and power to handle the larger

1/ ITC foundry study, op. cit., p. III-5.

2/ Of 24 producers that responded to Commission questionnaires in the ITC
foundry study, 20 reported that construction castings accounted for 75 percent
or more of their total foundry production. For the eight largest foundries
reporting, five reported that construction castings accounted for 75 percent
or mare of their total foundry production.
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molds and castings of the manhole, catch basin, and cleanout products. In the
reverse case, light castings could be produced in heavy-casting foundries, but
such use of the equipment would be inefficient and uneconomical.

Several foundries supplement their domestic production with imports. The
genaral practice of these foundries has been to import the standardized, lower
profit items in order to concentrate the production of their domestic
facilities on the more specialized, higher profit castings. Some foundries,
finding that their customers prefer packaged orders containing both heavy and
light castings, are importing the products that their foundries were not
designed to produce.

Most iron-construction-casting foundries market their products within a
rather limited radius of their producing facilities. This localized market
structure results from the high freight costs on these bulky and heavy items
and the diversity of specifications of manhole assemblies and other heavy
construction castings among geographical regions and political jurisdictions.
During the ITC foundry study, domestic producers estimated that at then-
current trucking rates, freight costs represented 10 percent of net sales
cost. Such relatively high transport costs make a construction casting less
price competitive the further it travels from a plant to the market. Hence,
most foundries that produce such castings concentrate their sales efforts on a
marketing area within a 300-mile radius of their manufacturing facilities. 1/
Competition is especially keen in those areas located approximately equidistant
from two competing foundries.

U.S. importers

Three types of firms import iron construction castings in the U.S.
market: (1) working foundries, such as Campbell Foundry Co., Harrison, New
Jersey, and Vulcan Foundry, Inc., Denham Springs, Louisiana, which supplement
their domestic production of iron construction castings with imports; 2/

(2) former foundries, such as Bass & Hays Foundry, Inc., which have phased out
domestic production and now import castings; and (3) firms that have never
produced castings. Castings are imported regularly by approximately 40 firms
located primarily in the coastal States. Nonproducer importers tend to carry
only high volume models and sell most of their castings to distributors.

1/ One large U.S. producerr that is an exception to the rule of supplying
only a regional market is Neenah Foundry Co., Neenah, WI. This firm
manufactures heavy construction castings in its Wisconsin facilities and
markets them nationwide through its own distributors. The reasons given by
the firm's representatives for its ability to sell nationwide are that Neenah
makes certain patterns and products other foundries do not make, and some
architects and construction designers specify Neenah products.

2/ Iron construction castings were imported by some of the petitioners in
this investigation. Imports by domestic producers are discussed in a later
saction of this report.
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Apparent U.S. consumption

Apparent U.3. consumption of all iron construction castings included
within the scope of this investigation increased by 16 percent in 1983 and by
an additional 26 percent in 1984. 1/ Similarly, consumption in January-
September 1985 was 12 percent greater than that in the corresponding period of
1984 (table 3). Heavy castings account for more than 80 percent of estimated
consumption of all such iron construction castings. Levels of consumption of
iron construction castings are closely related to activity in the construction
industry.

Apparent consumption of heavy castings rose from 345 million pounds in
1982 to 516 million pounds in 1984, or by almost 50 percent. Consumption in
January-—-September 1985, at 410 million pounds, was 13 percent greater than
consumption in the corresponding period of 1984,

Apparent consumption of light castings rose from 70 million pounds in
1982 to 91 million pounds in 1984, or by 30 percent. Consumption in
January-September 1985, at 68 million pounds, was 3 percent greater than that
in January-September 1984,

Consideration of Material Injury

The information presented in this section of the report was obtained from
responses to questionnaires of the U.S. International Trade Commission. All
members of the petitioning organization, the Municipal Castings Fair Trade
Council, as well as additional producers of iron construction castings,
responded to the questionnaires. Those who responded to the questionnaires
account for the major portion of U.S§. production of iron construction castings.

In the preliminary investigations, the Commission found there were two
"like" products and two U.S. industries producing these products, i.e. heavy
iron construction castings and light iron construction castings. 2/

1/ The ITC foundry study found that apparent U.S. consumption of iron
constiruction castings fell by 27 percent from 570 million pounds in 1979 to
414 million pounds in 1982, Thus, 1982, the starting year for this
investigation, was the trough of consumption during the entire 1979-85 period.

2/ In the final investigations, in addition to collecting information on
heavy and light iron construction castings, the Commission collected data on
other iron construction castings not included in the definitions of heavy and
light castings. Such other castings include those requiring a substantial
amount of additional machining and fabrication--such as tree grates, park
benches, lamp post bases, and other streetscape castings; bolt down castings;
and watertight or water resistant castings. The data collected concerning
such other iron construction castings are presented in app C.
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Table 3.—Iron construction castings: U.$. producers' domestic shipments,
imports, and apparent consumption, by types, 1982-84, January-September
1984, and January-September 198%

U.s. : : : ¢ Ratio of
Item'and : produce?s': Exports : Imports : Apparen? : imports to
period . ¢ domestic : : : consumption : apparent
shipments : : :_consumption
Million pounds : Percent
Heavy castings: : : : : :
1982 : 286 ) V2 58 : 345 16.8
1983 : 323 . 1/ : 82 : 405 20.2
1984 : 376 . 1/ : 140 516 : 27.2
Jan.~-Sept-— : : H : :
1984 : 265 1/ : 97 : 362 26.8
1985 : 285 : 17 126 : 410 : 30.7
Light castings: : : : :
1982 : 54 : Hex 16 : 70 : 22.9
1983 : 57 : L 19 : 76 : 25.2
1984 H 61 : L 30 : 91 : 32.5
Jan.~-Sept : : : : :
1984 : 44 : 1/ 22 : 66 : 33.3
1985 : 41 : 1/ : 27 : 68 39.7
Total: : : : :
1982 : 340 : A 74 415 17.8
1983 : 380 : L L 101 : 481 21.0
1984 : 437 . ¥R - 170 : 607 28.0
Jan.-Sept-— : : H :
1O A mmsmmsrsssns : 309 1/ : 119 : 428 : 27.9
1985 : 326 : 1/ : 153 . 478 32.1

1/ lLess than 0.5 million pounds.

Source: Derived from data submitted in response to questionnaires of the
U.5. International Trade Commission, official statistics of the U.S.
Department of Commerce, and information in Competitive Assessment of the U.S.
Foundry Industry, USITC Pub. No. 1582, September 1984, pt. III.

Note.—Ratios were computed from unrounded data.

U.S. production, capacity, and capacity utilization

U.8. production of heavy iron construction castings, as reported by firms
responding to the Commission's questionnaires, rose from 219 million pounds in
1982 to 2%3 million pounds in 1983, or by 16 percent (table 4). Production
increased again in 1984, to 296 million pounds, or 17 percent greater than
production in 1983, Production in January-September 1985, at 236 million
pounds, was 5 percent greater than production in the corresponding period of
1984,
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Table 4.-—Iron construction castings: U.S. production, practical annual
capacity, 1/ and capacity utilization, by types, 1982-84, January-September
1984, and January-September 1985

| January-September—

Item © 1982 1 1983 0 1984 .
: : : 1984 1985

Production (1,000 pounds)

Heavy castingsg . -1 218,734 : 253,174 : 295,516 : 224,143 : 236,281

Light castings——mmmmm o 44,852 46,417 50,911 : 37,605 : 37,132
Total i 263,586 : 299,591 : 346,427 : 261,748 . 273,413

Capacity (1,000 pounds) 2/

Heavy castings- —: 383,920 : 390,782 : 413,827 : 304,696 : 336,755

Light castings——mme—— : 64,026 : 64,726 . 67,201 . 48,901 51,995
Total t__447,946 : 455,508 : 481,028 : 353,597 388,750

Capacity utilization (percent)

Heavy castingsg e : 57.0 : 64.8 : 71.4 : 73.6 : 70.2

Light casting s : 70.0 : 71.7 75.8 : 76.9 : 71.4
Average : 58.8 : 65.8 : 72.0 : 74.0 : 70.3

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

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

Production of light iron construction castings increased by 3 percent to
46 million pounds in 1983 and then rose by 10 percent to 51 million pounds in
1984. Production in January-September 198%, at 37 million pounds, was 1
percent less than production in January-September 1984,

U.S8. producers' capacity to produce heavy iron construction castings
increased from 384 million pounds in 1982 to 391 million pounds in 1983, or by
about 2 percent. Such capacity increased an additional 6 percent in 1984 to
414 million pounds. Capacity figures for January-September 1985 showed a
10-percent increase over those in the comparable period of 1984,

U.S. producers' capacity to produce light iron construction castings
increased from 64 million pounds in 1982 to 67 million pounds in 1984, or by
about 5 percent. Capacity to produce light castings during January-September
1985 was 6 percent greater than such capacity during January-September 1984,
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Since 1982, several firms have initiated major capital investment
programs aimed at lowering the costs of producing iron construction castings.
Although these capital investments increased production capacity, they were
largely technical improvements to existing capacity designed to lower costs of
production even when the machinery is running at less than capacity. 1/

Utilization of productive capacity in the production of heavy iron
construction castings rose from 57 percent in 1982 to 71 percent in 1984,
Similarly, capacity utilization within foundries producing light construction
castings increased from 70 percent in 1982 to 76 percent in 1984, During
January-September 1985, however, capacity utilization rates for producing
heavy and light iron construction castings were 3.4 and 5.% percentage points,
respectively, lower than comparable figures during January-September 1984.

U.5. producers' shipments

U.8. producers' shipments of iron construction castings (table %)
followed the same trends as production. Domestic shipments of heavy castings
increased in quantity by 11 percent from 1982 to 1983 and by an additional 16
percent in 1984. Such shipments of heavy castings in January-September 1985
were 7 percent greater than those in January-September 1984. Trends in the
value of producers' domestic shipments of heavy castings were virtually
identical, inasmuch as the average unit value of such shipments remained
stable during the period at about 32 cents per pound. U.S5. producers' euport
shipments of heavy castings were insignificant in each of the periods for
which data are available.

U.S. producers' domestic shipments of light castings increased in guantity
by 9 percent from 1982 to 1983 and by an additional 3 percent in 1984.
Domestic shipments of light castings in January-September 198%, however, were
9 percent less than those in January-September 1984. The average unit value
of producers' domestic shipments of light castings fluctuated moderately
during the period, ranging from 38.6 cents per pound in 1983 to A1.2 cents per
pound in January-September 198%. U.S. producers' export shipments of light
castings, although larger than producers' exports of heavy castings, amounted
to less than 2 percent of domestic shipments in each of the periods for which
data are available.

U.5. producers' inventories

castings held by U.S. producers are shown in table 6. Yearend inventories of
heavy castings fell from 1981 to 1982 but increased thereafter. However,
because producers' shipments of heavy castings increased more rapidly during
the period covered than did their end-of-period inventories, the ratioc of such
inventories to shipments declined, from 22.9 percent in 1982 to 18.5 percent
in January-September 1985 (on the basis of annualized shipments).

1/ Transcript of the hearing, Jan. 16, 1986, pp. 8, 42-43.
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Table %.—Iron construction castings: U.S. producers' domestic and export
shipments, by types, 1982-84, January-September 1984, and January-September

1985

Item

. January-September--

1982 1983 ' 1984 ,
: ' 1984 ° 1985

Domestic shipments:
Heavy casting g .
Light castingsommmmmm
Total
Export shipments:
Heavy castings....., ...................... .
Light castings.mmmme— :
Total .

Domestic shipments:
Heavy casting g :
Light castings - mmm—t
Total :
Export shipments: :
Heavy casting g -
Light castingsg——mm—— :
Total :

Domestic shipments:
Heavy casting s .
Light castings-—m—— .
Average .
Export shipments:
Heavy castings-—
Light castings-
AV QIPAG Q- s :

Quantity (1,000 pounds)

230,592 : 256,488 : 298,594 : 225,439 : 241,517

42,296 46,075 . 47,673 37,867 34,546
272,888 : 302,563 : 346,267 : 263,306 : 276,063
VIV, R VI VIR HHH
K NN AN WHH WK
[ITIVNN [T FITI rIVITa Y

Value (1,000 dollars)

73,545 85,224 95,982 : 71,854 78,396

16,490 : 17,762 : 19,064 : 14,711 : 14,241
90,035 : 102,986 : 115,046 : 86,565 : 92,637
KR *H* VIV VIV Y
VvV, o ;. N VIV o
o " K 74 : 32

Average unit value (cents per pound)

31.9 : 33.2 : 32.1 : 31.9 : 32.4

39.0 : 38.6 : 40.0 : 38.8 . 41.2
33.0 : 34.0 33.2 : 32.9 . 33.6
W ; I ; W ; WK WM
. NN - N R adakal
WK WK - NN . WNX . L

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 6.--Iron construction castings: U.S. producers' end-of-period inven-
tories, by types, 198184, January-September 1984, and January-September 1985

) . ) . Jan,~Sept--
Item oo1981 1982 © 1983 | 1984 -
: ; ) ) 1984 | 1985
Quantity (1,000 pounds)
Heavy castingsg . —1 60,286 : 52,726 : 54,339 : 59,195 : 56,451 : 59,727
Light casting g -: 12,151 : 14,156 : 14,233 : 16,956 . 15,806 : 18,804
Total 1 72,437 : 66,882 : 68,572 : 76,151 : 72,257 : 78,531

Ratio to total shipments (percent)

Heavy castings e 1/ : 22.9 21.2 19.8 :2/ 18.8 :

1 2 : 2/ 18.5
Light castings—m—— : 1/ : 33.0 : 30.7 : 35.4 :2/ 31.2 : 2/ 40.7
2/ 21.3

Average : 1/ : 24.5 22.6 : 22.0 :2/ 20.6 :

1/ Not available.
2/ Ratio to annualized shipments.

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

Inventories of light castings increased without interruption during the
period covered. Moreover, because producers' shipments of light castings
increased less rapidly during the period covered than did their end-of-period
inventories, the ratio of such inventories to shipments rose, from 33.0
percent in 1982 to 40.7 percent in January-September 1985 (on the basis of
annualized shipments).

U.S. producers' employment, wages, and productivity

The average number of production and related workers engaged in the
manufacture of heavy iron construction castings increased by about 3 percent
in 1983 to 1,189 and by an additional 6 percent in 1984 to 1,266 (table 7).
The average number of such workers in January-September 1985 was about 3
percent greater than the number in the corresponding period of 1984. The
productivity of workers engaged in producing heavy iron construction castings,
as measured by output per hour worked by production and related workers, is
shown in table 8. As indicated, production of heavy castings increased from
98 pounds per hour in 1982 to 116 pounds per hour in 1984, or by about 18
percent; productivity in January-September 1985 was virtually unchanged from
that in the corresponding period of 1984, Unit labor costs in producing heavy
castings remained relatively stable during the period covered at about
10 cents per pound.
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Table 7.—Average number of employees, total and production and related
workers, in U.S. establishments producing iron construction castings, and
hours worked by and wages and total compensation of production and related
workers, by types, 1982-84, January-September 1984, and January-September
1985

Jan.~Sept—-

Item © 1982 1983 1984 ,
o ‘ ' 1984 1985

Average number employed: : : : : :
All persons - 5,648 : 5,435 : 5,880 : 5,370 : 5,948
Production and related : : : : :

workers producing—

All products : 4,469 : 4,270 : 4,716 : 4,691 : 4,800
Iron construction castings: : : : :
Heavy castings 1,185 @ 1,189 : 1,266 : 1,273 . 1,310
Light castings : 610 : 611 : 633 635 655

Total 1,765 : 1,800 : 1,899 : 1,908 : 1,965

Hours worked by production and
related workers producing-

All productsg- -1,000 hours-—: 7,594 : 7,896 : 9,018 : 7,140 : 7,361
Iron construction castings: : : : : :
Heavy castings-—-1,000 hours-—: 2,227 : 2,327 : 2,548 : 1,993 : 2,140
Light castings do : 827 792 852 748 792

Total do ¢ 3,054 : 3,119 : 3,400 : 2,741 : 2,932

Wages paid to production and
related workers producing—— : : : : :
All productsg: 1,000 dollars-—: 71,608 : 73,368 : 87,448 : 66,209 : 71,222
Iron construction castings: : : : : :
Heavy castings—1,000 dollars-—: 18,081 : 19,869 : 22,857 : 17,801 : 19,375
Light castings do 1 7,748 @ 7,842 . 8,409 : 7,670 : 8,269
Total do-——1: 25,829 : 27,711 : 31,266 : 25,471 : 27,644

Total compensation of
production and related
workers producing — : : : : :
All products--1,000 dollars—: 92,074 : 96,790 :107,9%7 : 85,297 . 90,513
Iron construction castings: : : : : :
Heavy castings--1,000 dollars-—: 22,039 : 24,240 : 28,139 : 22,058 : 23,656
Light castings do : 9,860 : 10,039 : 10,487 : 9,887 : 10,642
Total— cdo : 31,899 : 34,279 : 38,626 : 31,945 : 34,298

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 8.--lLabor productivity, hourly compensation, and unit labor costs in the
production of iron construction castings, 1982-84, January-September 1984,

and January-September 1985

Jan . ~Sept
Item 1982 1983 1984
1984 1985
Labor productivity: : : :
Heavy castings—pounds per hour—: 98 109 : 116 : 112 110
Light castings do 54 59 60 50 A7
Average do 86 96 : 102 : 95 93
Hourly wages: :
Heavy castings $8.12 $8.54 : $8.97 $8.93 $9.05
Light castings $9.37 $9.90 : $9.87 : $10.25 $10.44
Average $8.46 $8.88 : $9.20 $9.29 $9.43
Unit labor costs: : :
Heavy castings-—cents per pound--: 10.1 9.6 9.5 9.8 : 10.0
Light castings do 22.0 21.6 20.6 26.2 28.7
Average do 12.1 11.4 11.1 12.2 12.%

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

The average number of production and related workers engaged in the
manufacture of light iron construction castings increased by 4 percent from
610 in 1982 to 633 in 1984 (table 7). The average number of such workers in
January-September 1985 was about 3 percent greater than the number in the
corresponding period of 1984, The per hour output of workers engaged in
producing light iron construction castings, which was substantially less than
that in the manufacture of heavy castings per worker hour, increased from
54 pounds per hour in 1982 to 60 pounds per hour in 1984, or by 11 percent;
productivity in January-September 198% was down by 6 percent from that in the
corresponding period of 1984,

Financial experience of U.8. producers

Nineteen producers, which accounted for 96 percent of the 1984 shipments
of heavy and light iron construction castings as reported in response to the
Commission's questionnaires, provided usable income-and-loss data on their
operations producing heavy and/or light construction castings. 1/ Twelve
firms produce only heavy castings, four 2/ produce only light castings, and
three 3/ produce both heavy and light castings. Six producers 4/ accounted

1/ %W

2/ ¥k

3/ XXX

4/ XXX A-19
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for 74 percent of total 1984 shipments of heavy and light construction
castings.

Overall establishment operations.-—Seventeen firms furnished usable
income~and-loss data on their overall establishment operations; two firms 1/
did not provide such data. However, data for one of the firms, ¥¥%X, are not
included in the aggregate income-and-loss data (table 9) because of its size
relative to the aggregate data for the other 16 producers and the distorting
effect its inclusion would have. X¥¥ oyerall establishment sales in 1984 were
*¥%%, compared with aggregate sales for the other 16 producers of $193
million. Certain income-and-loss data for *¥% and the 16 producers are
summarized later in this section.

Net sales of all products produced in the establishments within which
iron construction castings are produced increased from $134 million in 1982
to $15%5 million in 1983, or by 16 percent, and then increased by 24 percent to
$193 million in 1984 (table 9). During the interim periods ended September
30, sales increased from $115 million in 1984 to $121 million in 1985, a gain
of almost 6 percent.

An aggregate operating loss of $190,000 was incurred in 1982, or 0.1
percent of net sales. In 1983, the firms reported aggregate operating income
of $7.8 million, or 5.0 percent of net sales. Operating income doubled in
1984 to $13.9 million, or 7.2 percent of net sales. During the interim
periods ended September 30, operating income declined from $10.3 million in
1984 to $8.9 million in 1985, or by 14 percent. The interim period operating
margins in 1984 and 198% were 9.0 percent and 7.4 percent, respectively. S8ix
producers reported overall operating losses in 1982, four did so in 1983, and
three did so in 1984. During the interim periods ended September 30, operating
losses were incurred by four firms in both 1984 and 1985.

If ¥%% had been included in table 9, its 1984 sales would have been ¥*¥%
percent of total establishment sales of *%¥; in contrast, **% gsales of all
construction castings in 1984 were % percent of total sales of such
castings. A comparison of overall establishment sales and operating income
data for ¥¥% and the other 16 producers is shown below:

1/ %%
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Table 9-—Income-~and-loss experience of U.S. producers on the overall operations
of their establishments within which iron construction castings are produced,

accounting years 1982-84 and interim periods ended Sept. 30, 1984, and Sept. 30,

1985
Interim period
o ¢
Ttem 1982 1983 1984 anded Sept.. 30
1984 1985
Net sales- ——1,000 dollars-—: 133,818 : 155,439 : 192,973 : 114,709 : 121,166
Cost of goods sold do 109,564 : 122,002 : 151,463 : 88,022 94,811
Gross profit clo 24,254 . 33,437 41,510 : 26,687 26,355
General, selling, and : : : :
administrative : : : : :
expenses do 124,444 25,658 27,614 . 16,352 17,445
Operating income or (loss) : : : :
1,000 dollars—: (190): 7,779 13,896 : 10,335 8,910
Interest expanse do : 931 : 928 : 1,149 : 716 : 978
Other income, net do 3,636 : 2,866 : 3,910 : 1,952 : 695
Net income before : : : :
income taxes do 2,515 : 9,717 : 16,657 11,571 ¢ 8,627
Depreciation and amorti- : : : :
zation expense : : : : :
included above 1/-w—glQmmmmm : 6,180 : 5,988 : 5,978 3,060 : 4,021
As a share of net sales: : : : :
Cost of goods sold : : :
percent—: 81.9 78.5 : 78.5 : 76.7 78.2
Gross profit do 18.1 21.5 : 21.5 : 23.3 21.8
General, selling, " :
and administrative : : :
expenses do 18.3 : 16.5 14.3 14.3 14.4
Operating income or (loss) : : :
: percent—: (0.1): 5.0 : 7.2 9.0 : 7.4
Net income before : : : : :
income taxes do 1.9 : 6.3 : 8.6 : 10.1 : 7.1
Number of firms reporting : : : :
operating losses m— : 6 : 4 3 4 4
16 : 16 . 16 : 16

Number of firms reporting--—- :

16 :

for ¥%X percent of overall establishment
sales in 1984, did not report depreciation and amortization expense.

Source: Compiled from data submitted in response to questionnaires of the U.S.
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All iron construction castings.-—Aggregate net sales of all iron
construction castings increased from $112 million in 1982 to $123 million in
1983, or by 10 percent, and then increased by 17 percent to $144 million in
1984 (table 10). During the interim periods ended September 30, sales grew
from $99 million in 1984 to $107 million in 1985, or by 8 percent.

Aggregate operating income in 1982 was $6.1 million, or 5.4 percent of
sales. In 1983, operating income increased by 21 percent to $7.3 million, or
6.0 percent of sales, then grew again by 32 percent in 1984 to $9.7 million,
or 6.7 percent of sales. During the interim periods ended September 30,
operating income declined from $9.6 million in 1984 to $7.9 million in 1985, a
decrease of 17 percent. The interim period operating margins in 1984 and 1985
were 9.7 percent and 7.4 percent, respectively.

Four of the 19 producers reported operating losses in all 3 years
1982--84. In the interim period ended September 30, 1984, 5 of 19 firms
incurred operating losses; in interim 1985, 7 of the 19 firms reported
operating losses.

Heavy construction castings.—The 14 firms that supplied income-and-loss
data on the production of heavy iron construction castings accounted for 95
percent of the shipments of such castings in 1984 that were reported in
response to the Commission's questionnaires. Five of the 14 firms accounted
for 77 percent of such shipments. 1/

Net sales of heavy construction castings grew from $64.3 million in 1982
to $71.4 million in 1983, an 11 percent increase, and then increased by 24
percent to $88.6 million in 1984 (table 11). During the interim periods ended
September 30, net sales increased from $60.3 million in 1984 to $66.2 million
in 198%, or by 10 percent.

The 14 producers of heavy construction castings incurred aggregate
operating losses of $2.1 million and $857,000 in 1982 and 1983, respectively,
and reported operating income of $607,000 in 1984. The operating loss margins
during 1982-83 were 3.2 percent and 1.2 percent, respectively. The operating
income margin in 1984 was 0.7 percent. Aggregate operating income increased
in interim 1985, with the majority of the increase being accounted for by XX¥,
as shown in the following tabulation:

* * . ] * * ¥ *

Six of the 14 producers suffered operating losses in 1982, compared with
5 that did so in both 1983 and 1984. In the interim periods, 4 of 14 firms
reported operating losses in 1984, while 6 of 14 had losses in 1985,
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Table 10.-—Income-—and-loss experience of U.S. producers on their operalions
producing all iron construction castings, accounting years 1982-84 and interim
periods ended Sept. 30, 1984, and Sept. 30, 1985

Interim period

ended Sept. 30-—

Item ) 1982 : 1983 ) 1984 X
: ) ) 1984 " 1985
Net sales-—mmm —1,000 dollars—: 112,012 : 122,989 : 144,447 . 98,509 : 106,594
Cost of goods sold do : 86,634 : 94,489 : 111,813 . 73,989 82,522
Gross profit do : 25,378 . 28,500 : 32,634 : 24,520 : 24,072
General, selling, and . : : : :
administrative : : : : :
expenses do : 19,295 21,164 : 22,938 : 14,964 . 16,165
Operating income do : 6,083 : 7,336 : 9,696 : 9,556 : 7,907
Interest expense do : 438 442 550 : 390 : 513
Other income, net do : 611 : 446 692 . 47 24
Net income before : : : : :
income taxes do : 6,256 : 7,340 : 9,838 : 9,213 : 7,418
Depreciation and amorti- : : : :
zation expense : : : : :
included above }/————do—: 4,605 : 4,435 4,757 2,851 : 3,919
As a share of net sales:
Cost of goods sold : : : : :
percent—-: 77.3 : 76.8 : 77 .4 75.1 : 77 .4
Gross profit do : 22.7 23.2 22.6 : 24.9 22.6
General, selling, : : : : :
and administrative : :
expenses do : 17.2 . 17.2 . 15.9 15.2 15.2
Operating income -do 5.4 : 6.0 : 6.7 9.7 7.4
Net income before : : : : :
income taxes do : 5.6 : 6.0 : 6.8 : 9.4 : 7.0
Number of firms reporting : : : :
operating losses-—— e § 4 : 4 4 5 : 7
Number of firms reporting-—- : 19 : 19 : 19 : 19 : 19

1/ %%k, w¥%, and *%%X, which together accounted for X¥¥ percent of net sales of
all construction castings in 1984, did not report depreciation and amortization
axpense,

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 11.-—Income-and-loss experience of U.S
producing heavy construction castings, accounting years 1982-84 and interim
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. producers on their operations

periods ended Sept. 30, 1984, and Sept. 30, 1985
Interim period
Ttem 1982 1983 1984 anded Sept. 30—
‘ 1984 1985
Not salesg-m 1,000 dollars—: 64,307 : 71,431 88,584 60,315 : 66,230
Cost of goods sold do : 53,052 : 58,377 72,405 : 48,229 52,933
Gross profit do 11,255 : 13,054 . 16,179 : 12,086 : 13,297
General, selling, and : : : :
administrative : : : :

expenses do 13,325 . 13,911 15,572 : 10,306 : 11,125
Operating income or : : : :

(loss) do (2,070): (857): 607 : 1,780 : 2,172
Interest expense do 274 322 . 443 327 . 458
Other income or (expense), : : : : :

N@ oo 1,000 dollars—: 524 : 409 : 657 : 20 : (2)
Net income or (loss) : : : : :

before income taxes-———domm—: (1,820): (770): 821 : 1,473 . 1,712
Depreciation and amorti- : : : :

zation expense : : : : :

included above }1/—rtd Qe 3,141 : 2,973 : 3,081 : 1,780 : 2,306
As a share of net sales:

Cost of goods sold :

) percent-—: 82.5%5 81.7 81.7 80.0 79.9

Gross profit do 17.5 18.3 18.3 20.0 20.1

General, selling,

and administrative : :
expenses do 20.7 : 19.5 : 17.6 17.1 16.8

Operating income or : : :

(loss) do (3.2): (1.2): 0.7 3.0 : 3.3

Net income or (loss) : : :

before income taxes-do--<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>