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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 731-TA-278, 279, and 280 (Final)

CERTAIN CAST-IRON PIPE FITTINGS FROM BRAZIL, KOREA, AND TAIWAN

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, 2/ pursuant to section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)), that an industry in the United States is
materially injured 3/ by reason of imports from Brazil, Korea, and Taiwan of
certain nonalloy, malleable cast-iron pipe fittings, 4/ whether or not
advanced in condition by operations or processes (such as threading)
subsequent to the casting process, provided for in items 610.70 and 610.74 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).

Background

The Commission instituted these investigations effective January 13,
1986, following preliminary determinations by the Department of Commerce that
imports of certain malleable cast-iron pipe fittings from Brazil, Korea, and
Taiwan were being sold at LTFV within the meaning of section 731 of the Act
(19 U.S.C. § 1673). Notice of the institution of the Commission's

investigations and of a public hearing to be held in connection therewith was

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.

3/ Commissioner Brunsdale determines that an industry in the United States
is threatened with material injury by reason of the subject imports. She also
determines, pursuant to section 735(b)(4)(B) of the Act (19 U.S.C. §
1673d(b) (4)(B)), that no material injury would have been found but for any
suspension of liquidation of entries of the merchandise.

4/ Such fittings are those with standard pressure ratings of 150 pounds per
square inch (psi) and heavy-duty pressure ratings of 300 psi. Groove-lock
fittings are not included. 1



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 February 6, 1986 (51 F.R. 4659). The hearing was
held in Washington, DC, on April 14, 1986, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRWOMAN STERN, COMMISSIONERS ECKES, LODW1CK, ROHR AND BRUNSDALE

We determine that an industry in the United States is materially injured

by reason of imports of malleable cast-iron pipe fittings from Brazil, Korea,
and Taiwan, that are sold at less than fair value (LTFV). 17 2/

We base these determinations on a cumulative assessment of the volume and
effect of imports from Brazil, Korea, and Taiwan. We note that these imports
have significantly increased in volume and U.S. market share over the period
of the investigations, while the domestic industry's share of the U.S. market
has declined. Further, this rise in import volume and market penetration has
been accompanied by consistent underselling by the subject imports, at a time

when the indicators of the condition of the U.S. industry fluctuated at low

levels. 3/

Like product and domestic industry

As a threshold matFer, we are required to define the scope of the
relevant domestic industry to be examined for the purpose of assessing
material injury. The term "industry” is defined by statute as "the domestic
producéfs 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.” 4/ "Like product,” in turn, is

1/ ' Commissioner Brunsdale determines that an industry in the United States is
threatened with material injury by reason of imports from Brazil, Korea, and
Taiwan. Pursuant to section 735(b)(4)(B) of the Tariff Act of 1930, 19 U.S.C.
§ 1673d(b)(4)(B), she also determines that no material injury would have been
found but for the suspension of liquidation of entries of the merchandise.

See her Additional Views.

2/ Material retardation of the establishment of an industry is not at issue
in these investigations and will not be discussed further.

3/ See Additional Views of Commissioner Brunsdale.

4/ 19 U.S.C. § 1677(4)(4).



defined as "a product which is like, or in the absence of like, most similar
in characteristics and uses with, the article subject to an
investigation . . . . " =
In the preliminary determinations, we found that the like product was
malleable cast-iron pipe fittings and the domestic industry was comprised of
the producers of malleable cast-iron pipe fittings. &/ No additional
information collected during these final investigations warrants a revision in
the definition of the like product or domestic industry. Therefore, we adopt
the definition of the like product and domestic industry made in the

- e 1/ 8/
preliminary determinations. — ~

5/ 19 U.S.C. § 1677(10). The "article subject to an investigation” is
defined by the scope of the Department of Commerce's (Commerce)

investigation. The scope of these investigations has been defined by Commerce
as malleable cast-iron pipe fittings, other than grooved, currently
classifiable under TSUSA items 610.7000 and 610.7400. See 51 Fed. Reg.
10,897-901 (March 31, 1986).

6/ See Certain Cast-Iron Pipe Fittings from Brazil, Korea, and Taiwan, Invs.
Nos. 731-TA-278-280 (Preliminary), USITC Pub. 1753 at 4-5 (Sept. 1985). USITC
Pub. 1753 also contained the Commission's determination in Inv. No. 731-TA-281
(Preliminary), dealing with nonmalleable cast-iron pipe fittings from Taiwan.
1/ See also, Certain Cast-Iron Pipe Fittings from Brazil, Inv. No. 701-TA-221
(Final), USITC Pub. 1681 (Apr. 1985) (finding that malleable and nonmalleable
pipe fittings are separate like products and that there are separate domestic
industries producing malleable and nonmalleable pipe fittings).

8/ One domestic producer, U-Brand Corp., also imported significant quantities
of malleable cast-iron pipe fittings from one of the countries under
investigation. Accordingly, we have considered whether this domestic producer
should be excluded as a "related party" under the statute, 19 U.S.C. §
1677(4)(B), though no party has requested that U-Brand be excluded as a
related party. We do not find that it would be appropriate to exclude this
producer as a related party. First, we note that despite its importations,
U-Brand has remained predominantly a domestic producer of the like product,
with imports constituting a fraction of its domestic production. Report at
A-21. Second, the performance of U-Brand was generally not different from
that of the rest of the domestic industry so that the inclusion of U-Brand in
the domestic industry does not generally change industry trends for the annual
periods covered by the investigations. Compare Report at A-25 with B-23. We
would have reached the same result even if we had excluded U-Brand.
Accordingly, we do not exclude U-Brand as a related party. See generally Rock
Salt from Canada, Inv. No. 731-TA-239 (Final), USITC Pub. 1798 at 12-13 (Jan.
1986).



Condition of the domestic. industry

The Commission makes its findings as to the condition of the domestic
industry, by considering, among other factors, U.S. consumption, production,
capacity, capacity utilization, shipments, employment, domestic market share,
domestic prices and financial data of the domestic producers of malleable
cast-iron pipe fittings. &

In a countervailing duty determination made in 1985, the Commission found
that the domestic malleable cast-iron pipe fitting industry was suffering
material injury. 10/ Although some indicators suggest improvement in 1985,
we find that the domestic industry continues to experience difficulties.

Apparent U.S. consumption of malleable cast-iron pipe fittings rose by 12

percent from 1983 to 1984, then declined by 2 percent from 1984 to

11/

1985. U.S. production of malleable cast-iron pipe fittings increased by

4 percent from 44,368 tons in 1983 to 46,126 tons in 1984, then fell by 4

12/
percent to 44,105 tons in 1985. =  Capacity has remained constant during

the period of investigation. 13/ Capacity utilization has fluctuated at
very low levels, rising from 46.3 percent in 1983 to 48.2 percent in 1984 and

then declining to 46.1 percent in 1985. 14/

9/ See 19 U.S.C. § 1677(7)(C)(iii).

10/ See Certain Cast-Iron Pipe Fittings from Brazil, Inv. No. 701-TA--221
(Final), USITC Pub. 1681 (Apr. 1985). The Commission found, however, that the
material injury to the industry was not by reason of the subject imports in
that case and rendered a negative determination. (Chairwoman Stern did not
make separate determinations on material injury and causation, but did join
the other Commissioners in noting that the domestic industry was experiencing
economic problems. USITC Pub. 1681 at 5, n. 9). Commissioner Eckes
dissented, finding material injury by reason of the subject imports to the
malleable pipe fitting industry. USITC Pub. 1681 at 1i5.

11/ Report at A-12.

12/ Id. at A-20, Table 6.

13/ 1d.

14/ 14.



Domestic producers' shipments rose from 43,322 tons in 1983 to 45,891

/
tons in 1984, then fell to 43,750 tons in 1985. 15 Inventories as a share

of domestic shipments declined over the period of investigation. 16/
The number of production and related workers declined by 4 percent from

1,984 in 1983 to 1,910 in 1984, then rose by 1 percent in 1985 to

/
1,929. = The average number of hours worked increased slightly from 1983

to 1984, then dropped by 1 percent in 1985. 18/

Financial data reveal an industry in a weakened condition. Net sales of
malleable cast-iron pipe fittings rose from $111,853,000 in 1983 to

$122,231,000 in 1984, then fell to $120,169,000 in 1985, while the domestic

19/

industry's share of the market declined steadily from 1983 to 1985. Net

sales remained generally steady for the interim period of 1986 compared to the

same period of 1985. 20/ Operating income fell from $3,714,000 in 1983 to a

loss of $543,000 in 1984, then rose to $1,245,000 in 1985, a level well below

that of 1983. 21/ Operating losses worsened in the interim period of 1986

relative to the interim period of 1985. Operating margins declined from 3.3
percent in 1983 to a loss of 0.4 percent in 1984, then rose slightly to 1.0
percent in 1985. Operating margins declined in interim 1986 relative to

interim 1985. 22/

15/ Id. at A-21, Table 7.
16/ Id. ‘
17/ Id. at A-22, Table 8.
18/ 1d.

19/ Id. at A-25, A-32.

20/ We note that because the interim period includes data from only two of the
five domestic producers, Report at A-23, we give data for the interim period
less weight than the data for the annual periods covered by the investigations.
21/ Report at A-25.

22/ 1d.



Prices for the domestic product remained generally stagnant in 1983-84,
then rose or fluctuated in 1985. However, any price increases were
insufficient to allow operating income to recover even to 1983 levels. 23/

Accordingly, we find that the domestic industry is materially

.. 24/ 25/ 26/
injured. — — —

Cumulation

We must apply the cumulation provisions of the Trade and Tariff Act of
1984 if three-requirements are met. 21/ The imports must (1) compete with
each other and with the domestic like product, (2) be marketed within a
reasonably coincidental period, and (3) be subject to investigation. 28/
There has been no dispute that the imports from Brazil, Korea, and Taiwan are

subject to investigation and have been marketed within a reasonably coincident

23/ Id. at A-34-A-36; A-25.

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. 1786 at 18-19 (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
(Final), USITC Pub. 1786 at 20-21 (Dec. 1985).

26/ Commissioner Brunsdale does not agree with this conclusion, although she
finds that the domestic industry is vulnerable to a threat of material
injury. See her Additional Views, infra.

27/ Chairwoman Stern does not believe it is necessary to consider cumulation
in those cases when an affirmative determination may be reached by
individually analyzing subject imports.

28/ See 19 U.S.C. § 1677(7)(C)(iv); Welded Steel Wire Fabric for Concrete
Reinforcement from Italy, Mexico, and Venezuela, Inv. Nos. 701-TA-261(A),
263(A) and 264(A) (Preliminary) and Invs. Nos. 289(A)-291(A) (Preliminary),
USITC Pub. 1795 at 9 (Jan. 1986); Certain Steel Wire Nails from the People's
Republic of China, Poland, and Yugoslavia, Invs. Nos. 731-TA-266 through 268
(Preliminary), USITC Pub. 1730 at 7 (July 1985).



period of time. Accordingly, the only issue with respect to the

appropriateness of cumulation is whether the subject imports compete with each

. . 29/

other and the domestic like product. =
We determine that the pipe fittings from Brazil, Korea, and Taiwan do

compete with each other and the domestic like product. Although there is

evidence of perceived quality differences between some of the imports as well

as between some of the imports and the domestic like product, there is also

evidence that the imports and domestic like product are comparable in quality

29/ In determining whether the imported products compete with each other and
with the like product in the United States market and whether the marketing of
imports is reasonably coincident, the Conmission has considered the following
factors:

(1) the degree of fungibility between imports from

different countries and between imports and the

domestic like product, including consideration of

specific customer requirements and other quality

related questions;

(2) the presence of sales or offers to sell in the same

geographical markets of imports from different

countries and the domestic like product;

(3) the existence of common or similar channels of

distribution of imports from different countries and the

domestic like product;

(4) whether the imports are simultaneously present in the

market.
This list is not exhaustive and no single factor is determinative. This
analysis is designed to provide a basis on which to decide whether the
statutory criteria for cumulation are established. See, e.g., Iron
Construction Castings from Canada, Inv. No. 731-TA-263 (Final), USITC Pub.
1811 at 8, n. 26 (Feb. 1986) (Stern, Eckes, Lodwick and Rohr).



0/
and are essentially fungible. =  Further, channels of distribution for the

imports and the domestic product appear to be generally similar. 31/
Although it was argued that the imports subject to investigation do not
compete with each other or the domestic like product because they were not
sold in the same geographic or end-user markets, we find a reasonable overlap
in the geographic and end-user markets in which the imports and the domestic
like product are sold. While the imports from Brazil are imported into the
northeastern and Middle Atlantic regions of the country, 32/ and appear to
be sold largely in the northeast and midwest, we found evidence of Brazilian
sales in the south and west. 33/ Moreover, the domestic product as well as

imports from Korea and Taiwan are sold in the northeastern and midwestern

portions of the country as well as elsewhere. 34/ While the data gathered

30/ Report at A-18-A-19; A-38-A-39; A-40-A-47. While there is some evidence
that some buyers prefer to purchase domestic fittings particularly in the
end-use markets where pipe fittings are used in the nonresidential
construction industry and in industrial applications such as use in the
utility industry (commercial/industrial end-use markets), there is also
evidence that there is significant import competition in those end-use markets
as well as in other markets. Id. See also, e.g., Report at A-17-18.

31/ E.g., Report at A-13-A-14. Evidence of the similarity of channels of
distribution is given by the fact that some importers import pipe fittings
from more than one of the countries under investigation, do not distinguish
between the imports when sold, and are unable to provide separate price data
on a country of origin basis. See, e.g., Report A-33; see also Report at A-7,
Transcript of the April 14, 1986 Hearing (Tr.) at 145, 149.

32/ The imports from Brazil enter the United States through the ports of
Philadelphia, Baltimore, and New York. Report at A-31.

33/ See, e.g., Report at A-16, A-17, A-40-A-47.

34/ See, e.g., Report at A-13-A-17; A-40-A-47. The primary ports of
importation for Korean imports are Los Angeles, Baltimore, and Miami while the
primary ports of importation for Taiwan imports are Los Angeles, Chicago, New
York, and Tampa. Imports from both Korea and Taiwan are also imported into
other ports in the United States. Report at A-31.



10

by the Commission suggests that the imports from Brazil are sold predominantly
in the commercial/industrial and residential construction end-use markets, we
found evidence that imports from Korea and Taiwan as well as the domestic
product are also sold in those markets. 32/ While, it was argued that

imports from Korea and Taiwan cannot compete in large portions of the
commercial/industrial end-use markets because of "Buy American" laws, it has
not been established that such laws have a significaﬁt impact on the

market. 36/ Consequently, we find that the statutory criteria for

cumulation are satisfied. 37/ Analysis in this opinion is based upon a
cumulative assessment of the volume and effect of the subject imports unless

otherwise indicated. 38/

35/ See, e.g., Report at A-14-A-19; A-40-A-47.

36/ Chairwoman Stern and Commissioner Rohr note that respondents provided no
examples of any specific sales that could not be made because of either
federal or local "Buy American" laws and cited as support for their contention
only the fact that certain purchasers appear to have had preferences for the
domestic product simply because it was domestic.

37/ See, e.g., Iron Construction Castings from Canada, Inv. No. 731-TA-263
(Final), USITC Pub. 1811 at 8 (Feb. 1986) (Stern, Eckes, Lodwick, Rohr);
Welded Steel Wire Fabric for Concrete Reinforcement from Italy, Mexico, and
Venezuela, Invs. Nos. 701-TA-261(A), 263(A), and 264(A) (Preliminary) and
Invs. Nos. 731-TA-289(A) through 291(A) (Preliminary), USITC Pub. 1795 at 11
(Jan. 1986).

38/ It was argued that it is inappropriate to cumulatively assess the volume
and effect of imports from Brazil with those from Korea and Taiwan because the
market penetration of imports from Brazil is much smaller than the market
penetration of imports from Korea and Taiwan. We have previously determined
that the relative volumes and import penetrations on an individual country
basis are not appropriateAfactors in deciding whether or not the statutory
criteria for cumulation are satisfied. See Certain Brass Sheets and Strips
from Brazil, Canada, France, Italy, the Republic of Korea, Sweden, and West
Germany, Invs. Nos. 701-TA-269 and 270 (Preliminary) and Invs. Nos. 731-TA-311
through 317 (Preliminary), USITC Pub. 1837 at 10-11 (May 1986); Welded Steel
Wire Fabric, supra, USITC Pub. 1795 at 9, n.29.

10
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. .. . . 9/
Material injury by reason of LTFV imports from Brazil, Korea & Taiwan 32

In making a determination whether the domestic industry is being
materially injured "by reason of'" LTFV imports from Brazil, Korea, and Taiwan,
the Commission considers, among other factors, the volume of imports, the
effect of imports on prices in the United States for the like product, and the
impact of such imports on the relevant domestic industry. 40/

In determining whether imports of malleable cast-iron pipe fittings from
the countries subject to investigation are causing material injury to a
domestic industry, we have cumulatively assessed the volume and effect of
imports from Brazil, Korea, and Taiwan. We find that the increasing volume
and penetration of the imports at a time of declining market share by the
domestic industry, together with evidence of consistent underselling by the
imports, indicate the subject imports are a cause of material injury to the
domestic industry.

The volume of imports from the three countries subject to investigation
increased significantly over the period of the investigations. The cumulative
volume of imports rose from 5,230 tons in 1983 to 7,237 tons in 1984 and
continued to increase to 9,761 tons in 1985. Cumulated market penetration for
the imports showed a similar trend, steadily increasing from 8.9 percent in

1983 to 15.1 percent in 1985. AL/

39/ Commissioner Brunsdale does not join the rest of this opinion. See her
Additional Views, infra.

40/ 19 U.S.C. § 1677(7)(B).

41/ Report at A-30; A-32, Table 13. We have adjusted the import statistics to
exclude any known imports of products not subject to these investigations that
were included in the official statistics. We have also adjusted import volume
and penetration figures to account for known importer inventories. See Report
at A-12, n.1. We note, however, that import volume and penetration trends
remain the same if the adjustments for known importer inventories had not been
made. Compare Report at B-26-27.

11
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At the same time, the domestic market share, measured as the ratio of
U.S. produced domestic shipments relative to apparent U.S. consumption,

declined steadily from 73.4 percent in 1983 to 69.4 percent in 1984 to 67.8

percent in 1985. 42/

The pricing data obtained by the Commission indicate consistent

underselling by the imports in every quarter in which pricing comparisons with

43/ 44/

the domestic product were possible. Information obtained from

purchasers of malleable pipe fittings indicate that the imports compete with

the domestic product and that customers have purchased the imports because of

45/ 46/
the lower price of the imports. — —

42/ Report at A-32, Table 13.
43/ Id. at A-33-A-39.
44/ Commissioner Rohr notes that a number of criticisms have been made of the
Commission's pricing data. One criticism suggested that the Commission's
pricing data was too narrow, because it was based on prices for only three
types of pipe fittings, rather than on average prices for a multiproduct line
of pipe fittings. However, the party making this criticism conceded that
using average prices for a multiproduct line would be a virtual impossibility
and was unable to suggest an alternative to the price comparisons on three
products made by the Commission. See Tr. at 128-31.
45/ Report at A-38-A-39, A-40-A-47.
46/ Chairwoman Stern finds that an analysis of the role of the LTFV sales is
appropriate to the Conmission's analysis of causation. 1In these cases the
Chairwoman has considered the weighted average LTFV margin for each country in
light of the volume of imports from that country and the impact of those
imports upon prices in the domestic industry. The significant dumping margins
for Korea and Taiwan have played an important role in the ability of those
countries to expand their market share over the period of the investigations.
While the LTFV margin for Brazil is smaller than the weighted average LTFV
margins for Korea and Taiwan, it is not insignificant. Moreover, even if the
margin for Brazil were deemed to be insignificant in the marketplace, it is
the Chairwoman's reading of the congressional intent, based on the legislative
history regarding "contributory effect"” and cumulation, that the impact of
LTFV imports from one country, however insignificant taken alone, must be
judged cumulatively with those of the other subject imports if the statutory
criteria for cumulation are met. See Iron Construction Castings from Brazil,
India, and the People's Republic of China, Inv. No. 701-TA-249 (Final) and
Invs. Nos. 731-TA-262, 264 and 265 (Final), USITC Pub. 1838 (Apr. 1986) at 15,
n. 44. :
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Conclusion
For the foregoing reasons, we determine that the domestic industry
producing malleable cast-iron pipe fittings is materially injured by reason of

LTFV imports from Brazil, Korea, and Taiwan.
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ADDITIONAL VIEWS OF COMMISSIONER BRUNSDALE

. Based on the record in these inveétigations, I find that a
domestic industry in the United States is threatened with material
injury by reason of less than fair vdlue imports of malleable
cast-iron pipe fittings from Brazil, Korea, and Taiwan thét have been
the subject of affirmative antidumping determinations by the
. Department of Commerce. Moreover, I would not have found material
injury by reason of the subject imports but for the suspension of
liquidation of entries affecting the imported merchandise in this

1
case.

Like Product and Industry

I concur with my colleagues in the majority in this case that the
like product is malleable cast-iron pipe fittings. I also agree with
the majority that the domestic industry consists of the domestic

: 2
producers of these pipe fittings.

1

Material retardation of the establishment of an industry in the

. United States is not an issue in these investigations and will not
be discussed. : '

2 ' :
However, I have reservations whether the data relied on by the
majority are appropriate to analyze the condition of the industry.
My concern stems from the fact that the producers of malleable
cast-iron fittings can also make other products using the same
facilities and equipment. These products include, e.g., grooved
malleable cast-iron and nonmalleable pipe fittings. Transcript at
30-31, Report at A-20, and Memorandum by Office of Economics, May 2,
1986, EC-J-192, at 2. This means that there is a commonality of
inputs in the production of several products, including the like
product. As I have argued previously, it is necessary in such
conditions to apply a product line analysis, pursuant to 19 U.S.C.
sec. 1677(4)(D), when analyzing the effect of imports. See Cextain
: (Footnote continued to page 16)
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Condition of the Industry
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