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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, 0C

Investigations Nos. 701-TA~269 (Final) and
731-TA-311, 312, and 315 (Final)

CERTAIN BRASS SHEET AND STRIP FROM BRAZIL., CANADA,
AND THE REPUBLIC OF KOREA

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, 2/ pursuant to section 705(b) of the Tariff Act of
1930 (19 U.S.C. § 1671d(b)), that an industry in the United States is
materially injured by reason of imports from Brazil (investigation No.
701-TA~269 (Final)) of certain brass sheet and strip, 3/ provided for in item
612.39 of the Tariff Schedules of the United States, which have been found by
the Department of Commerce to be subsidized by the Government of Brazil.

Further, the Commission determines, 4/ pursuant to section 735(b) of the

Tariff Act of 1930 (19 U.S.C. § 1673d(b)), that an industry in the United

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/ Chairman Liebeler and Vice Chairman Brunsdale determine that an industry
in the United States is not materially injured or threatened with material
injury, and that the establishment of an industry in the United States is not
materially retarded, by reason of imports from Brazil which are being
subsidized.

3/ For purposes of these investigations, the term "certain brass sheet and
strip" refers to brass sheet and strip, other than leaded brass and tin brass
sheet and strip, of solid rectangular cross section, over 0.006 inch but not
over 0.188 inch in thickness, in coils or cut to length, whether or not
corrugated or crimped, but not cut, pressed, or stamped to nonrectangular
Schedules of the United States Annotated (TSUSA). The chemical compositions
of the products under investigation are currently defined in the Copper
Development Association (C.D.A.) 200 series or the Unified Numbering System
(U.N.5.) C20000 series. Products whose chemical compositions are defined by
other C.D.A. or U.N.S. series are not covered by these investigations.

4/ Chairman lLiebeler and Vice Chairman Brunsdale determine that an industry
in the United States is not materially injured or threatened with material
injury, and that the establishment of an industry in the United States is not
materially retarded, by reason of imports from Brazil, Canada, or the Republic
of Korea which are being sold at less than fair value.




States is materially injured by reason of imports from Brazil (investigation
No. 731-TA-311 (Final)), Canada (investigation No. 731-TA-312 (Final)), and
the Republic of Korea (investigation No. 731-TA-315 (Final)) of certain brass
sheet and strip, 1/ provided for in item 612.39 of the Tariff Schedules of the
United States, which have been found by'the Department of Commerce to be

sold in the United States at less than fair value (LTFV).

The Commission instituted investigations Nos. 731-TA-311, 312, and 315
(Final) effective August 22, 1986, following preliminary determinations by the
Department of Commerce that imports of certain brass sheet and strip from
Brazil, Canada, and the Republic of Korea 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 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 September 10, 1986
(51 F.R. 32255). The Commission instituted invéstigation No. 701-THA-269
(Final) effective November 10, 1986, following a preliminary determination by
the Department of Commerce th&t'impokts of certain brass sheet and strip from
Brazil were being subsidized within the meaning of section 701 of the Act‘

(19 U.5.C. § 1671). Notice of the institution of the Commission's

1/ For purposes of these investigations, the term 'certain brass sheet and
strip" refers to brass sheet and strip, other than leaded brass and tin brass
sheet and strip, of solid rectangular cross section, over 0.006 inch but not
over 0.188 inch in thickness, in coils or cut to length, whether or not
corrugated or crimped, hut not cut, pressed, or stamped to nonrectangular
Schedules of the United States Annotated (TSUSA). The chemical compositions
of the products under investigation are currently defined in the Copper
Development Association (C.D.A.) 200 series or the Unitied Numbering System
(U.N.S.) C20000 series. Products whose chemical compositions are defined by
other C.D.A. or U.N.S. series are not covered by these investigations.




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 21, 1986 (51 F.R. 42142). The hearing on

the investigations was held in Washington, DC, on December 1, 1986, and all
persons who requested the opportunity were permitted to appear in person or by

counsel.






VIEWS OF COMMISSIONERS ALFRED E. ECKES,
DAVID B. ROHR AND SEELEY G. LODWICK

We determine that an industry in the United States is materially injured
by reason of imports of brass sheet and strip from Brazil, Canada, and the
Republic of Korea (Korea), that are being sold at less than fair value
(LTFV). We also determine that an industry in the United States is materially
injured by reason of subsidized imports of brass sheet and strip from
Brazil. 1/ 2/ 3/

Our affirmative determinations are based on the deteriorating condition
of the domestic industry, the significant market penetration ratios, and the
adverse impact of imports on prices for the domestic product during the period

of investigation.

Like product and domestic industry 4/ 5/

Section 771(4)(A) of the Tariff Act of 1930 defines "industry as the
"domestic producers as a whole of a like product, or those producers
whose collective output of the like product, constitutesva major
proportion of the total domestic production of that product.” 6/ *"Like
product" is defined as "a product which is like, or in thekabsence of like,

most similar in characteristics and uses with the article subject to the

1/ Chairman Liebeler and Vice Chairman Brunsdale dissent.

2/ Commissioner Stern did not participateé in this investigation.

3/ Material retardation is not an issue in these investigations and will not
be discussed. ,

4/ Chairman Liebeler concurs with the discussion of like product and the
definition of the industry. See her Dissenting View for causation.

5/ Vice Chairman Brunsdale concurs with the discussion of like product and
the definition of the industry. See her Dissenting View for condition of the
industry and causation.

6/ 19 U.S.C. § 1677(4)(A).



investigation . . . ." 7/

Brass sheet and strip are products of a solid rectangular cross section
that is over 0.006 inch but not over 0.188 inch thick, in coils or cut to
length, whether or not corrugated or crimped. Sheet is over 20 inches wide,
and strip is not over 20 inches wide. 8/ The articles under investigation are
brass sheet and strip known as the CDA 200 or UNS C20000-series. 9/ 10/ They
are manufactured in three basic stages: casting, rolling, and finishing. 11/
Some of the unfinished brass material is purchased by firms commonly referred
to as rerollers. Rerollers do not cast brass, but rather purchase
intermediate-to-heavy gauge brass sheet or strip and then perform additional
processing to convert the material into finished brass sheet or strip. 12/

The articles that are the subject of these investigations 13/ are known
for their ease of manufacture, electric conductivity, excellent forming and
drawing properties and goéd strength. Brass sheet and strip have numerous
uses, including ammunition, automotive radiators, coins, door hardware and

bathroom accessories, electrical connectors, jewelry, and

7/ 19 U.s.C. § 1677(10).

8/ Report of the Commission (Report) at A-4.

9/ Brass is an alloy of copper in which zinc is the principal alloying
element, with or without small quantities of other elements. Among the
various numbering systems that have been devised to categorize the different
alloys within the family of brasses is the three-digit numbering system of the
Copper Development Association ("CDA") and the five-digit Unified Numbering
System ("UNS").

10/ In 1985 the U.N.S. GC20000-series represented approxxmately 90 percent of
the U.S. consumption of brass sheet and strip. Report at A-4, n.4.

11/ Id. at A-4.

12/ Id. at A-15.

13/ The "article subject to an 1nvestlgatxon" is defined by the scope of the
investigations initiated by the Department of Commerce, which in these cases
covers "brass sheet and strip, other than leaded brass and tin brass sheet and
strip, currently provided for under items 612.3960, 612.3982, and 612.3986 of
the Tariff Schedules of the United States (TSUS)." 51 F.R. 11,771-778 (Apr.
17, 1986).



lamp bases. 14/ There is no distinction between the imported and the domestic
product. In the Commission's preliminary investigation, the Commission found
one like product that included both brass material to be rerolled (reroll) and
finished brass sheet and strip (finished products). 15/

We again determine that there is one like product. The Commission has
addressed the issue of whether semi-finished (reroll in this case) and
finished products constitute one like product or separate like products in

previous investigations. 16/ Some of the factors the Commission has applied

14/ Report at A-6.

15/ Certain Brass Sheets and Strips from Brazil, Canada, France, ltaly, the
Republic of Korea, Sweden, and West Germany, Invs. Nos. 701-TA-269-270
(Preliminary) and Invs. Nos. 731-TA-311-317 (Preliminary), USITC Pub. No. 1837
at 7 (1986).

16/ See, e.g., Nylon Impression Fabric from Japan, Inv. No. 731-TA-269
(Preliminary), USITC Pub. 1726 at 5 (1985); 0il Country Tubular Goods from
Argentina and Spain, Invs. Nos. 731-TA-191 & 195 (Final), USITC Pub. 1694 at
4-6 (1985); Certain Flat-Rolled Carbon Steel Products from Brazil, Inv. No.
731-TA-123 (Final), USITC Pub. 1499 at 5-7 (1984); Low-Fuming Brazing Copper
Wire and Rod from France, New Zealand, and South Africa, Inv. No. 701-TA-237
(Preliminary) and Invs. Nos. 731-TA-245-247 (Preliminary), USITC Pub. 1673 at
8 (1985); Certain Welded Carbon Steel Pipes and Tubes from the Republic of
Korea and Taiwan, Invs. Nos. 731-TA-131-132 (Final), USITC Pub. 1519 at 4-6
(1984); Choline Chloride from Canada, Inv. No. 731-TA-155 (Final), USITC Pub.
1595 at 4-5 (1984); Fireplace Mesh Panels from Taiwan, Inv. No. 731-TA-49
(Preliminary), USITC Pub. 1186 at 3-4 (1981); Sorbitol from France, Inv. No.
731-TA-44 (Final), USITC Pub. 1233 at 4 (1982).

The issue of whether sheet and strip constitute one like product has also
been discussed in many past Title VII steel investigations. See Stainless
Steel Sheet and Strip from West Germany, Inv. No. 731-TA-92 (Preliminary),
USITC Pub. No. 1252 at 6-7 (1982); Stainless Steel Sheet and Strip from the
Federal Republic of Germany and France and Stainless Steel Sheet and Strip and
Plate from the United Kingdom, Invs. Nos. 701-TA-195 & 196 (Final) and
731-TA-92 & 95 (Final), USITC Pub. 1391 at 4-5 (1983) and Stainless Steel
Sheet and Strip from Spain, Inv. No. 731-TA-164 (Final), USITC Pub. No. 1593
at 4 (1984).



are : (1) physical chardcteristics, (2) interchangeability, (3) channels of
distribution, (4) costs of processing, (5) complexity of processing, (6)
labor, and (7) price. 17/

Petitioners argue that brass shegt and strip be considered a single like
product since reroll is nothing more than brass sheet and strip that can be
reduced by further rolling to thinnér gauges. The Korean and Canadian
respondents accept the determination of a single like product and in contrast
with their position during the prelimihary investigation, the Brazilian
respondents do not argue that there is more than one like product.

The Commission's questionnaires included two questions concerning reroll
in order to help the'CQmmission address the reroll/finished product issue.
The first question asked if brass sheet and strip for reroll could be
distinguished from other brass sheet and strip on the basis of physical
characteristiés. A large number of brass mills, rerollers and other
purchasers reSponde& that reroll coﬁld not bé distinguished from other brass
shéet'and strip bnvﬁhe bésis of physical éha:acteristics.- The second question
asked ifxbrésé shee£ andvsﬁrip £hat is sold for rerolling could be used for
anything other than rerolling. 18/ Allvthe brass mills responded in the
affirmat;vef while rerollers' pespoﬁses'were split.‘ A large number of
imporfers ais& indicated that brass shéet and strip'sold for‘rerolliqg could
be used fof other things besides rerolliﬁg. Howeve;, the larger importers

tended to respond in the negative. 19/

17/ The Commission's application of some of these factors was affirmed by the
Court of International Trade in Roquette Freres v. United States, 7 CIT __ ,
583 F. Supp. 599 (1984).

18/ Commissioner Rohr interprets this question to mean that reroll can be sold
without further processing.

19/ Report at A-6-A-7.



We find that reroll and finished products are metallurgically identical
and are produced in the same manner. More importantly, they can be
interchanged and with little or no further processing required for the
reroll. We, therefore, determine that there there is a single "like product",
brass sheet and strip which includes reroll and finished.products.
Furthermore, we determine that both primary mills with casting capabilities

and rerollers are the domestic producers of this product. 20/

Condition of the domestic industry

In evaluating the condition of the domestic'iﬁdustr}, the Commission
considers, among other factors,‘domestic prodﬁétion;véaﬁahity, capacity
utilization, shipments, inventories, employment, and financial
performance. 21/ We have identified hine U.S. brass mills and ten rerollers

that produce C20000-series brass sheet and‘strip; gg/ B

20/ Commissioner Rohr notes that in Certain Butt-Weld Pipe Fittings from
Brazil, Japan, and Taiwan, Invs. Nos. 731-TA-308-310 (Final), USITC Pub. No.
1918 (1986), the Commission determined that converters, which produced
butt-weld pipe fittings from intermediate products performed sufficient
operations to be considered members of the industry producing finished
butt-weld pipe fittings. The Commission's analysis considered that (1) the
converters were necessary to prepare the product for its final use, (2) the
number of conversion steps varied, (3) the conversion operations required a
significant capital investment in property, facilities and equipment, and (4)
the number of employees engaged in the production of both finished and
unfinished fittings were significant. The Commission determined that the
production activities of the finishing operations were sufficient to justify
the inclusion of converters in the domestic industry. . Commissioner Rohr notes
that by applying this analysis, he determines that the industry includes
rerollers. : .

21/ 19 U.S.C. § 1677(7)(C)(iii).

22/ Report at A-13-A-15. One of these rerollers is out of business.
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We recognize that, in 1984, there was much greater demand for
C20000-series brass sheet and strip than there was at any other time during
the perioed under investigation. 23/ As a consequence of this upsurge in
demand, domestic production, 24/ capacity utilization, 25/ and shipments, 26/
all rose from 1983 to 1984. The quantity and value of imports rose
considerably from 1983 to 1984, 27/ és did the market penetration of
imports. 28/ Rather than overémphasizing data obtained regarding the
condition of the domestic industry in 1984, avyea; of unusually high demand,
we have looked at trends existing over the period of 1nvest1gation r
Overemphasis of data obtained from 1984 would obscure deterxoratxng conditions
of the domestic industry. |

Production of C20000-series bréss sheet and strip increaséd by 11.2
percent from 1983 to 1984 and then decreased by 17.3 pefcgnt‘in 1985.
Production for January-June 1986 was essentially uﬁchanged coﬁpafed to the
corresponding period of 1985. Capacity increased from 1983 to 1985, then

declined in January-June 1986 as compared to January-June 1985 levels. 29/

23/ Id. at A-10.

24/ 1Id. at A-19, Table 3.

25/ 1d. '

26/ Id. at A-21, Table 4.

27/ 1d. at A-42, Table 16.

28/ Id. at A-47.

29/ 1d. at A-19, Table 3. Much of the equipment used to produce C20000-series

brass sheet and strip can also be used to produce other types of brass sheet
and strip. Most of the questionnaire responses did not or could not separate
these data. Consequently, the most important statistic is total capacity.

10
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Capacity utilization increased in 1984 to 75.7 percent, then declined to 60.7
percent in 1985, well below levels of 1983 and 1984. A slight increase is
evident when the January-June 1986 level is compared to the corresponding
period in 1985. 30/

Industry shipments increased by 13.4 percent from 407.9 million pounds in
1983 to 462.5 million pounds in 1984, then decreased by 18.8 percent to 375.4
million pounds in 1985. Shipments for January-June 1986 changed minimally
compared to the corresponding period of 1985. 31/

Employment, hours worked, and wages paid for the brass sheet and strip
industry increased from 1983 to 1984, then decreased in 1985 to levels well
below those of 1983. This decline continued in the interim period of 1986 as
compared to interim 1985. 32/

The financial condition of the brass sheet and strip industry showed
improvement from 1983 to 1984, then suffered a sharp decline in 1985. Sales,
gross profit, operating income, and cash flow all fell below, and in some
instances significantly below, 1983 levels in 1985. 33/. The number of firms

reporting losses on their financial operations increased from 1983 to 1985. 34/

30/ Id. at A-20.
31/ Id.
32/ Id. at A-24. We note that some of the decline in hours worked is

attributable to productivity gains.
33/ 1Id. at A-26-A-31.
34/ Id. at A--31, Table 8.
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We therefore determine that the domestic industry is currently

experiencing material injury.

Cumulation

Under the Trade and Tariff Act of 1984, three requirements must be
satisfied to invoke the cumulation provision, The imports must: (1) compete
with both other imports and the domgstic‘like product, (2) be marketed within
a reasonably coincidental period, and (3) be subject to investigation. 35/

We determine that it is appropriate to cumulate the effect of prices and
volumes of LTFV imports from Brazil, Canada, France, Italy, South Korea,
Sweden, and West Germany, and subsidized imports from Brazil_and France. 36/
The evidence indicates that domestic and imported C20000 series brass sheet
and strip compete with one another.

In determining whether ghe 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 Commission has considered several
factors: (1) the degree of fungibility between imports from different
countries and between imports and the domestic like product, including
éonsideration 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

35/ 19 U.S.C. § 1677(7)(E).
36/ Commissioner Rohr notes that he would have made an affirmative
determination with or without cross cumulation.

12
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product; (3) the existence of common or similar channels of distribution of
the imports and the domestic like product; and (4) whether the imports are
simultaneously present in the market. 37/ This analysis is not exhaustive and
no single factor is determinative. If the criteria for cumulation are
satisfied, cumulation is mandatory. Although the date for the Commission's
final investigation involving imports from Sweden, West Germany, France, and
Italy is later than the Brazilian, Canadian, and Korean-investigations at
respondents' request, all petitions were filed simultaneously and are
currently under investigation at Commerce. 38/

In the preliminary determination, theVCommission;concluded that there is
only one like product and that the imports competed so as to justify
cumulation. 39/ We have received no specific information that would dictate
that the Commission adopt a different conclusion in these investigations and
again determine that there is one like product and that the imports compete

with each other and with the like product.

Material injury by reason of LTFV and subsidized imports'

In determining whether there is material injury by reason of LTFV or
subsidized imports, the statute directs the Commission to consider, among

other factors, the volume of the subject imports, the effect of such imports

37/ See, e.g., 0il Country Tubular Goods from Austria, Romania, and Venezuela,
Invs. Nos. 701-TA-240 & 241, and 731-TA-249-251 (Preliminary), US1TC Pub. 1679
at 8 (1985).

38/ See Iron Construction Castings from Brazil, India, and the People’'s
Republic of China, Invs. Nos. 701-TA-249 and 731-TA-~262, 264, and 265 (Final),
USITC Pub. No. 1838 at 13 n.37 (1986). ,

39/ Certain Brass Sheets and Strips from Brazil, Canada, France, Italy, The
Republic of Korea, Sweden, and West Germany, supra note 15, at 10.

13
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on U.S. prices for like products, and the impact of the subject imports on
domestic producers of like products. 40/

In determining whether imports of C-20000 series brass sheet and strip
are causing material injury to a domestic industry, we have considered the
cumulated imports from Brazil, Canada, Italy, France, Korea, West Germany and
Sweden. The volume of imports from these countries is significant throughout
the period under investigation; Such imports increased from 82 million pounds
to 134 million pounds in 1984, and then decreased to 96 million pounds in
1985. Imports totalled 56 million pounds during interim 1985 and declined
somewhat to 46 million pounds during interim 1986. 41/

Market penetration of C20000-series brass sheet and strip from the seven
countries increased from 15.6 percent in 1983 to 21.0 percent in 1984, before
declining to 18.7 percent in 1985. Penetration in interim 1985 was 19.6
percent as compared with 16.7 percent in interim 1986. 42/ Although market :
penetration declined from 1984 to 1985, and declined again in interim 1986 as

compared with a similar period in 1985, the absolute percentages were

40/ Section 771(7)(B) of the Tariff Act of 1930 states that the Comm1531on is
to consider, among other factors--
i) the volume of imports of the merchandlse
which is the subject of the investigation,
ii) the effect of imports of that merchandise
on prices in the United States for like
products, and
iii) the impact of imports of such merchandise
on domestic producers of like products.

19 U.S.C. § 1677(7)(B).

41/ Report at A-47, Table 19.
42/ Id. at A-48, Table 20.
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significant and remain above 1983 levels. Thus, the imports subject to
investigation continue to have a very significant presence in the market.

The Commission asked producers and importers to provide quarterly price
data for the period of January 1983-June 1986 on their nontoll account sales
for nine common brass sheet and strip products. The Commission also asked
producers to provide price data for toll account sales of four products. The
price data for domestic producer toll account sales indicate that the
weighted-average prices generally increased during the period under
investigation. In contrast, price data for nontoll account sales showed a
downward trend in most product categories. 43/ The price data for imports
from Brazil, Canada and Korea suggest that importers' prices generally fell
during the period of investigation. 44/

Price data for each of the countries subject to these investigations
showed underselling by importers in the majority of price comparisons. 45/
Moreover, the investigations show numerous instances of lost sales to
imports. 46/

The significant price underselling of the U.S. product by the imported
product further supports the conclusion that the subject imports are at least
a cause of the material injury suffered by the domestic industry. Moreover,

we interpret the generally declining price trend of the domestic product to

43/ Id. at A-54-A-57.

44/ Id. at A-56-A-58.
45/ Id. at A-59.

46/ See Id. at A-73-A-77.
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indicaté that domeéfié prices have been significantly depressed by the subject
imporéé."This'concluéibn is butressed by the fact that the subject imports
coﬁpeied'almost soleiy for nontoll sales} and toll account prices did not
experience the decline expériencéd by hontoil account prices. 47/

We conclude that.the‘significant volume of C-20000 series brass sheet and
strip from Braiil, Canada, Franéé,‘Italy,’Kofea, Sweden and West Germany, and
the consistently high import penetration during most of the period of
investigation, together‘with‘underseiling while domestic prices generally
declined, establishes material injury to the domestic industry by reason of
the LTFV imports from Brazii, Canada and Korea and the subsidized imports from

Brazil.

417/ Commissioner Lodwick notes that though price comparisons are clouded
somewhat by a plethora of adjustment factors such as scrap buy, yield losses,
and time of metal price fixing, the information of record indicates that
importer prices generally undercut domestic producer prices, domestic producer
prices generally declined, and domestic producer prices did not keep pace with
costs as evidenced by the decline in gross and operating margins from 1983 to
1985.

16
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VIEWS OF CHAIRMAN LIEBELER

Inv. Nos. 701-TA-269-270 and 731-TA-311, 312 & 315 (Final)
Brass Sheet and Strip from Brazil, Canada,

and the Republic of Korea

I determine that an industry in the United States is
not materially injured, or threatened with material
injury, by reason of imports of brass sheet and strip from
Brazil, Canada, and the Republic of Korea which the
Department of Commerce has determined are being sold at
less than fair value. I also determine that an industry
in the United States is not materially injured or
threatened with material injury by reason of subsidized
imports of brass sheet and strip from Brazil;1 I concur
with the majority in its discussion of like product and

domestic industry. I join Vice Chairman Brunsdale’s

determination with respect to condition of the industry.

1
Material retardation is not an issue because the
industry is well established.
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Material Injury by Reason of Imports

In order for a domestic industry to prevail in a
final'investigatiqn,‘the Commission must determine that
the dumped or subsidized imports ‘cause or threaten to
cause material injury to the!domeétic industry producing
the like product. First, the Commission must determine
whether the domestic industry producing the 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 or

subsidized imports. Only if the Commission‘'answers both '’

questions in the affirmative, will ‘it make an affirmative
determination in the investigation.

Before analyzing the data, however, the first- o
question is whether the statute is clear.or whether one
must resort to the legislative historYuin~order to
interpret the relevant sections of the*antidumpinq'léw.t
The accepted rule of statutory construction is that a
statute, clear and unambiguous on its face, need not and
cannot be interpreted using secondary sources. Only
statutes that are of doubtful meaning are subject to gqqh

statutory interpretation.

2

C. Sands, Sutherland Statutory Construction, § 45.02
(4th ed. 1985).

18
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The statutory language used for both parts of the
two-part analysis is ambiguous. “Material injury” is
defined as ”harm which is not inconsequential, immaterial,
or unimportant."3 This definition leaves unclear what
is meant by‘harm. As for the causation test, "by reason
of” lends itself to no easy interpretation, and has been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ
as to the interpretation of the causation and material

injury sections of title VII. Therefore; the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises in part because it is clear that
the presence in the United States of additional foreign
supply will always make the domestic industry worse off.
Any time a'foreign producer exports products to the Unitéd

States, the increase in supply, ceteris paribus, must

result in a lower price of the product than would
otherwise prevail. If a downward effect on price,

accompanied by a Department of Commerce dumping or subsidy

3
19 U.S.C. § 1977(7) (A) (1980).

19
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finding and a Commission finding that financial indicators
were down were all that were réqﬁifedlfor an éffirﬁétive
determination, there would be no need to inquirezfurther

into ¢causation.

But the legislative histbry shows that the mere
presernce ‘of LTFV imports is not sufficient to estéblish
causation. 1In the'légiélative'hiStory.té ﬁhe Trade
Agreements Acts of 1979, Congress stated: B

‘[T]hé ITC will consider information which .
indicates that harm is caused by factors other
than the less-than—faif--valuebi'mports.'4
The FinancevCommittee emphasized the need for an
exhaﬁséiﬁeipanéqgién:analysis, stating, ”the Commission
must saﬁiéfy'itseif;that, in light of all the information
presepfea,vthére is aﬁsqfficientrcausal.link‘between the

less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknowledged that the

causation ‘analysis would not be easy: “The determination

4 o .
Report on the Trade Agreements Act of 1979, S. Rep.
No. 249, 96th Cong. 1lst Sess. 75 (1979).

5
Id.

20
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of the ITC with respect to causation, is under current
law, and will be, under section 735, compiexuénd
difficult, and is matter for the judgment of thé.ITc."6
Since the domestic industry is no doubt wotsé bﬁf by the
presence of any imports (whether LTFV or fairly.traded)
and Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission

must delve further to find what condition Coﬁgress has

attempted to remedy.

In the legislative history to the 1974 Act, the Senate

Finance Committee stated:

This Act is not a ’protectionist’ statute
designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

7
United States industry.

Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm

results therefrom:

Id.

7
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179. .

21
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[Tlhe 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 r
- 8
_price.

ThiS'”diffiCﬂlt'and coﬁplex” judgmeﬁt by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most important assumptions.l
of traditional microeconomic theory is that firms attempt

to maximize profits.9 Congress was obviously familiar
with the economist’s tools: ”[I]mporters as prudent
businessmen'dggling'fairly would‘be interested(in_qf
maximizing profits by'Selling at prices as high asééhe
U.S. market WOﬁld:bear;";q' - |

An assertion of unfair price discrimination should be

accompanied by a factual record that can support such a

Id.

9
See, e.g., P. Samuelson & W. Nordhaus, Economics

42-45 (12th ed. 1985); W. Nicholson, Intermediate
Microeconomics and Its Application 7 (3rd ed. 1983).

10 , . ,
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.

2d Sess. 179. 2
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conclusion. In accord with economic theory and the
legislative history, foreign firms should be presumed to
behave rationally. Therefore, if the factual setting in
which the unfair imports occur does not support any gain
to be had by unfair price discrimination, it is reasonable
to conclude that any injury or threat of injury to the

domestic industry is not ”by reason of” such imports.

In many cases unfair price discrimination by a
competitor would be irrational. 1In general, it is not
rational to charge a price below that necessary to sell
one’s product. In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It is this
condition which Congress must have meant when it charged
us ”to discourage and prevent foreign suppliers from using
unfair price discrimination practices to the detriment of

11
a United States industry.”

11
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.
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In Certain Red-Raspberries from Canada, I set forth a
framework for examining what factual setting would merit
an affirmative finding under the law interpreted in light

12
of the cited legislative history.

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

13

elasticity of supply of other imports).
The statute requires the Commission to examine the volume
of imports, the effect of imports on prices, and the

14
general impact of imports on domestic producers. The

legislative history provides some guidance for applying
these criteria. The factors incorpofate both the
statutory criteria and the guidance provided by the
legislative history. Each of these factors is evaluated
in turn. But first I will discuss the condition of the

domestic industry.

12
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at

11-19 (1985) (Addltlonal Views of Vice Chalrman
Liebeler).

13
Id. at 16.

14
19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).

24



25

15
Cumulation

Brass sheet and strip from Brazil, Canada, France,
Italy, Korea, Sweden, and West Germany are all subject to
antidumping investigations. The imports from any of these
countries that compete with each other as well as with the

16
domestic like product must be cumulated.

These investigations have presented several issues
with fespect to cumulation. German respondents argue that
their high quality product should not be cumulated with
imports from most of the other countries.17 Another
aspect of quality is delivery speed. Few of the countries
subject to investigation can come close to matching the
speed of delivery of the U.S. industry.18 Swedish

respondents argued that their sales were concentrated in a

15

Vice Chairman Brunsdale joins this section of the
opinion.

16
19 U.S.C. § 1677 (c) (iv) (1980).

17 .
Prehearing Brief of Langenberg Kupfer-und
Messingwerke GmbH KG, at 1-11 (Nov. 24, 1986).

18

Report at A-97; Office of Economics Memorandum,
Economic Criteria in Investigation Nos. 701-TA-269 and
731-TA-311, 312, & 315 (Final), at 4-5 (December 15,
1986) .

25
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different geographic region than other imports and hence
should not be cumulated.19 According to French
respondents, their imports of reroll should not:be
cumulated with impofts of the finished produdt.20
Similarly, Brazilian respondents argue that their imports
of finished product should not be cumulated with 1mports
of reroll.21 Finally, Korean, Italian, and Swedish
respondents argue that the legislative history precludes
cumulation of imports from countries with large market

shares with impbrts of countries with small market shares.

Because the outcome with respect to thesevcumuiation
issues is not aeterminativé in this case, I haQe decided‘)
to assume arguehdo that all the imports do coﬁpete with
each other and the domestic like prbduct. With respect to
the cross;cumulatfon'issue, I continue to belleve that
cumulating imports of dumping cases with imports from

countries under investigation for subsidization is

19
Post-Conference Brief of Metallwerken, Inc., at 7
(Preliminary). : :

20
Prehearing Brief of Trefimetaux, at 5.

21 o .
Prehearing Brief of Eluma, at 21.

26
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22
inappropriate. Thus, for the subsidy case, I only

cumulate Brazilian imports with those from France.

Causation analysis

Examining import penetration data is relevant because
unfair price discriminafion has as its goal, and cannot
take place in the absence of, market power. For the
dumping investigations, cumulated imports have held a
fairly steady percentage of U.S. apparent consumption.
Import penetration was 15.6 percent in 1983, 21.0 percent
in 1984, and 18.7 percent in 1985.23 These penetration
ratios are moderate. For the subsidy case, penetration is

much lower because only Brazil and France have been

cumulated. For these countries, cumulated penetration was

22

The Commission has voted to appeal Bingham & Taylor
v. United States, slip op. 86-14 (Feb. 14, 1986) to the
Court of Appeals for the Federal Circuit for a
determination on this question. For a detailed
explanation of my views on cross-cumulation, see
Certain Carbon Steel Products from Austria, et. al.,
Inv. Nos. 701-TA-225-234 and 731-TA-213-217, 219,
221-226, and 228-235 (Preliminary), USITC Pub. 1642, at
43-48 (Views of Vice Chairman Liebeler).

23 ‘

Report at Table 20. Data for January-June 1986
show imports at 16.7 percent of domestic apparent
consumption. Id.
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in the 4-5 percent range during the period of

investigation. . -

The second factor is a high margin of dumping or

subsidy. The higher the margin, ceteris paribus, the more

likely it is that the product is being sold below the -
competitive price24 and the more likely it is that the
domestic producers will be adversely affected. The
Department of Commerce has calculated the following

dumping margins: Brazil - 40.62 percent; Canada -

2.51-11.54 percent; and Korea - 7.17 percent.25 The
margins for .Brazil are 1$rge, but for Canada and,Korea‘aré
small.%é The. cash deposit or bond rate set by the
Department of Commerce for, Brazil in the subsidy case is
3.42.percent.?7“ This margin is small.28

24 . . A S Lot :
See text accompanying note 8, supra.
25 ’ "

&

Report at A-9.

Averaging the margins from all the cumulated
countries based on relative market share gives a 14
percent margin, which is small.

27 1 o
The preliminary margin for France is 7.19 percent.

28 .
An average of Brazilian and French subsidy margins
based on relative market shares would also be small.

28
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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. As discussed in the cumulation section, the
cumulated imports vary in terms of quality, delivery time,
and amount of further processing required.29 Even given
these differences, however, the products all generally
meet the same specifications.30 Thus, I find the

products to be substitutable, although they are certainly

not perfect substitutes.

As to the fourth factor, domestic producers might
choose to lower their prices to prevent loss of market
share. Domestic price trends were mixed. On a toll
account basis, prices increased, but fabrication prices
for ngg-toll account sales were either flat or slightly

down. This factor is not consistent with a finding of

unfair price discrimination.

29
Report at A-68-69.

30
Report at A-4.

31
Report at Tables 21-22.

29
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The fifth factor is barriers to entry (foreign supply
elasticity). If there are barriers to entry (or low
foreign elasticity of supply) it is more likely that a
producer can gain market power. Imports from countries
not subject to a dumping investigation accounted for over
44 percent of imports of C20000-series brass sheet and
strip into the United States in 1985. This percentage is
obviously higher in the subsidy case. There is no
evidence of barriers to entry in either the dumping or

subsidy investigations.

These factors must be balanced in each case to reach a

sound determination. In these cases, market share, price:/

data, and the information with respect to entry barriers -
all lead toward a negative determination. The products

share many physical characteristics but aré clearly far

from perfect substitutes. Finally, the subsidy margin for

Brazil is small. The margins in the dumping case vary
from small to fairly large. Overall, the factors tending
toward a negative determination in both the subsidy and
dumping cases clearly outweigh those pointing toward an

affirmative determination.

30
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Conclusion

Therefore, I conclude that an industry in the United
States is not materially injured or threatened with
material injury by reason of dumped imports of brass sheet
and strip from Brazil, Canada, and the Republic of Korea.
I also determine that an industry in the United States is
not materially injured or threatened with material injury

by reason of subsidized imports of brass sheet and strip

from Brazil.

31
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DISSENTING VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE

Certain Brass Sheet and Strip from Brazil
Canada, and the Republic of Korea

Investigation Nos. 701-TA-269 and
731-TA-311, 312, and 315 (Final)

December 22, 1986

I determine that the domestic brass sheet and strip industry
is not materially injured or threatened with material injury by
reason of subsidized imports from Brazil or by reason of
less-than-fair-value (dumped) imports from Brazil, Canada, and

1l
the Republic of Korea. I concur with the majority's

discussion of like product and-definition of the domestic
2
industry. I concur with Chairman Liebeler with respect to

cumulation.

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 do not agree with the majority that there is

"no distinction between the imported and the domestic

product." Supra at 7. It is clear that purchasers do

distinguish between domestic and imported products. Some of

the ways in which domestic and imported products differ
(Footnote continued on next page)
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3
Condition of Industry

To assess the recent performance of an industry it is often
helpful to take a long-term perspective in order to discern key
forces that shape the market environment in which domestic
producers compete. This is especially important here. The
history of the brass sheet and strip industry indicates that
domestic firms operate in a market that is highly cyclical and
suffering a long-term secular decline.4 Over the past twenty

years, apparent domestic consumption fluctuated sharply from year

to year, with particularly abrupt contractions of 20 percent or

(Footnote continued from previous page)

include: (1) differences in lead time (between dates of
order and delivery of product), (2) reliability in
delivering product on time, and (3) supplying products with
"tighter" tolerances (or greater uniformity in thickness) to
the gauge specified in the contract. Moreover, for some
purchasers to source offshore, the imported product must be
about 5 cents cheaper per pound than the domestic product.
Staff Report at A-73-77. See also Memorandum of Office of
Economics, EC-J-479, at 3-7 (December 15, 1986).

3
Chairman Liebeler joins in this section of the opinion.

4

I have found the analysis by Alan Madian to be very
helpful in this case. See Economic Analysis (hereafter
referred to as Economic Analysis) submitted by Alan L.
Madian, Erb and Madian, Inc., November 25, 1986. See also
Transcript (Tr.) at 86-87, testimony of Mr. Goodell,
President of American Brass (one of the petitioners).
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5

more occurring in 1967, 1970, 1975, and 1982. Moreover, the
long-term consumption trend was downward. This decline is
indicated by successively lower consumption levels reported for
years when consumption was at cyclicals peaks. According to the
Copper Development Association, domestic consumption declined
from a cyclical peak of 960 million pounds in 1966, to 909 in
1969, 891 in 1973, 808 in 1979, 741 in 1981 and 707 in 1984.6
Based on average annual percent changes between successive peak
years, the long-term rate of secular decline is approximately 1.5
percent a year. This secular decline is explained by the
substitution of other materials such as aluminum, plastics, and

7
steel for brass, and by increasing imports of finished

5

See Economic Analysis, supra note 4, at Appendix C, p.

14, and Chart E, after p. 59. Note that the historical data
in Economic Analysis are based on data from the Copper
Development Association (CDA) and are for strip, sheet, and
plate made of copper-containing alloys. The CDA consumption
data cover a somewhat larger collection of products than the
like product in this case (C20000-series brass sheet and
strip) but the consumption trends for the CDA product are
broadly indicative of trends for the like product. Report
at A-12, Table 2.

6 .
Economic Analysis, supra note 4, at Appendix C, p. 14.

7
Tr. at 86-87.
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8

products that contain brass sheet and strip. Finally, one of
the major factors adversely affecting the industry in the past
five years was the decision by the U.S. government to stop making
the brass penny. This decision cut consumption by approximately
100 million pounds a year, an annual amount that is more than 13
percent of 1981 consumption.9

The data gathered by the Commission in this case cover too
short a period to reveal the normal cyclical and secular trends
discussed above. Our period of investigation began in 1983 and
extended through the first half of 1986. However, during these
three and a half years it is evident that the domestic market
experienced another cycle superimposed on the declining secular
trend. The peak of this cycle occurred in 1984, when domestic
consumption and production escalated sharply from their 1983
levels. The market then fell back again in 1985 and remained
relatively steady in the interim period January-to-June 1986.
Domestic shipments of C20000-series brass sheet and strip rose
from 408 million pounds in 1983 to 462 million pounds in 1984,

fell to 375 million pounds in 1985, and were 204 million

8

Economic Analysis, supra at note 4, at 61-62. Finished
products containing brass sheet and strip are beyond the
scope of these investigations. See 51 Fed. Reg. 40637, at
40637-38 (1986).

Id.
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pounds in interim 1986, virtually unchanged from interim

10

1985. The financial indicators for domestic producers mirror

ll ] )
the changes in shipments. Thus, profits increased in 1984
over 1983 and then declined in 1985.

10
Report at A-20.

11

The financial data for domestic producers are
confidential so that the discussion of profit indicators can
only be given in general terms. However, I have concerns
about some of the financial data in Table 8 of the Staff
Report. 1In particular, there may be an allocation problem
regarding general, selling, and administrative expenses
(GSA). The relevant data are confidential in.the final
report in this case. However, this is not true for the
preliminary decision. Moreover, the trends for the
financial data are the same in the preliminary and final
reports. According to the data in the preliminary report,
GSA for overall establishment operations moved in sympathy
with the cycle, rising in 1984 and falling in 1985. This is
not true for GSA reported for the like product, which moved
countercyclically. That is, GSA for C20000-series brass
sheet and strip declined in the 1984 boom year and rose when
the market contracted in 1985. Whether or not there is an
allocation problem, it would not have affected my decision
in this case. Certain Brass Sheets and Strips from Brazil,
Canada, France, Italy, the Republic of Korea, Sweden, and
West Germany, Invs. Nos. 701-TA-269, 270 and 731-TA-311
through 317 (Preliminary), USITC Pub. No. 1837, at A-14 and
A-16 (1986). -

12

Similar cyclical movements were found for domestic
production and capacity utilization. Report at A-19, Table
3. However, the reliability of the capacity data for
domestic brass sheet and strip is open to question because
equipment used to produce the like product can also be used
to produce other types of brass products. Prehearing Brief
of Petitioners, November 24, 1986, at 16. This raises the

(Footnote continued on next page)
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Domestic employment in brass sheet and strip mills also
mirrors the other indicators, with one important caveat. While
hours worked by production workers rose in 1984, declined in
1985, and declined again from 1,621 in interim 1985 to 1,505 in

13 |
interim 1986, most of the 1983-85 decline in hours is
explained by increases in labor productivity.14 Of the total
decline of 520 hours, more than half, 272 hours, is explained by
increases in output per manhour.15

In conclusion, while the domestic industry has experienced
harm I am not persuaded that it is materially injured. However,
assuming arguendo that the industry is experiencing material

injury, I proceed to the issue of causation.

(Footnote continued from previous page)

question whether it is necessary to use product line
analysis (19 U.S.C. sec. 1677(4) (D)) to assess the condition
of the domestic industry. However, I do not use such an
analysis here and note that, even if I had done so, my
determination in this case would not have changed. I agree
with Chairman Liebeler's views on product line analysis as
set forth in Certain Welded Carbon Steel Pipes and Tubes
from the Philippines and Singapore Invs. Nos. 731-TA-293,
294, and 296 (Final), USITC Pub. No. 1907, at 19 (1986)
(Views of Chairman Liebeler).

13
Staff Report at A-25, Table 5.

Id.

15 :
Therefore, the claim by petitioners that employment
declines are explained by increasing imports is seriously
incomplete. Prehearing Brief of Petitioners, November 24,
1986, at 18. '
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Cumulation

I concur with Chairman Liebeler that it is appropriate to
cumulate LTFV imports from the three countries in this case
(Brazil, Canada, and the Republic of Korea) with the other four
countries that are under investigation (France, Italy, Sweden,

16
and West Germany). I also concur that it is appropriate to

cumulate subsidized imports from the one country in this case

(Brazil) with the other country that is under investigation
17
(France) . Moreover, I do not believe that it is appropriate
18
to cross-cumulate subsidized and LTFV imports.

Causation Analysis: Material Injury by Reason of LTFV Imports

From a historical perspective, the recent cycle in the
domestic brass sheet and strip market bears a close resemblance
to past cycles. As noted above, there were four earlier

downturns where U.S. consumption plummeted by about 20 percent in

16
Supra at 25.

17
Supra at 26-27.

18

For my views on cross-cumulation, 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 and 731-TA-311 through 317 (Preliminary),
USITC Pub. No. 1837, at 11 n. 28.
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the year following a cyclical peak. For the current cycle, the
19
1985 dgcline from the cyclical peak of 1984 was 20 percent
for consumptidn and 19 percent for domestic shipments.20 It is
significaﬁtkthat total imports followed the same general pattern,
rising in 1984‘-- by 49 percent -- and falling in 1985 =-- by 23
percent.21 In spite of the increased imports in 1984, the
domestic industry did very well that year, so that I find it
difficult to believe, as claimed by petitioners, that they were
suffering material injury by reason of imports in 1984.22 The
poor performance recorded by the industry in 1985 can be
explained by the cyclical downturn of the market that year when
both domestic shipments and imports fell sharply. Therefore,
from a historical perspective it is not clear that the recent
experience of the domestic industry is due to anything other than
a normal cyclical fluctuation in the market. However, assuming
arguendo that the recent cycle is somehow different and can be
distinguished from its predecessors, I proceed to analyze the

effects of dumped imports here and subsidized imports in the next

section.

19
Staff Report at A-10.

20
Id. at A-20.

21

22
Tr. at 63.
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I begin by looking for evidence that dumping led to an
increase in either the volume or the market penetration of

23 : o -
imports. Other things being the same, if dumped imports are

to be a source of harm to the domestic 1ndustry, through the
effect of the dumping,24 total imports must have

increased.25 This is because a certain voiume of imports or a
certain market share for imports will occur hndér normgl
competitive conditions =-- which is to say, in the abéence of
dumping. Thus, in order for dumped imports to harm the domestic
industry, either the share or the volume of total imports must
rise as a result of the dumping.

To evaluate whether dumping caused an increase in imports,

it is necessary to compare the actual record for total imports

23 . S
An analysis of the relative and absolute volume of

imports is required by the statute. "In evaluating the
volume of imports of the merchandise [that is the subject of
the investigation], the Commission shall consider whether
the volume of 1mports of the merchandise, or any increase in
that volume, either in absolute terms or relative to
production or consumption in the United States, is
significant." 19 U.S.C. sec. 1677(7)(C) (i) (1982).

24 S
S. Rep. No. 249, 96th Cong., 1lst Sess., at 88 (1979);
H.R. Rep. No. 317, 96th Cong., lst Sess., at 46 (1979).

25

See, e.g., W. Wares, The Theory of Dumplng and American
Commercial Policy (1977) ch. 2; An Economic Analysis of
Dumping, Memorandum from the Office of Economics, EC-J-457,
December 2, 1986.
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against what would have happened in the absence of dumping.
Unfortunately we do not have the required information in this
case. To make the comparison, I would need to distinguish
between two possible situations: (1) whether dumping merely
results in an increase in importé from the countries under
investigation at the exact expense of other foreign suppliers
(with no change in total imports) or (2) whether dumping leads to
an increase in total imports. In this case there are two major
foreign suppliers that are not under investigation, Japan and The

26 .
Netherlands. If, for example, Japanese and Dutch firms could

easily expand (or contract) shipments to the United States in
response to modest changes in price, then dumping by fﬁé |
countries under investigation would not lead to an appfediable
change in the total volume of imports. I do not have information
about import supply conditions for these two countries over the
period of investigation to help me distinguish between the two
situations noted above. However, there is no evidenée to suggést
that dumping did not increase the volume or share of imports.-
Furthermore, the actual.volume of total imports rbse from 120 td
138 million pounds from 1983 through 1985 and the actual markét

penetration of total imports rose from 22.7 percent in 1983 to

26
Report at A-43, Table 17.
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27
27.0 percent in 1985. Given these increases, I am persuaded
that dumping increased imports.

The next step is to assess whether the harm from dumping is
significant enough to constitute material injury. To do this, I
begin by considering the market share of cumulated imports and
the dumping margin.28 2

The market share of cumulated LTFV imports was 15.6 percent
in 1983, rose to 21.0 percent in 1984, and then fell to 18.7

30
percent in 1985; for interim 1986 it fell again, to 16.7

27
Staff Report at A-48, Table 20.

28

There is substantial support in the legislative history
for the Commission to consider the subsidy or dumping margin
in making its determination in LTFV or countervailing
investigations. The House Report to the Trade Act of 1979
states: "[F)Jor one type of product, price may be the key
factor in determining the amount of sales elasticity, and a
small price differential resulting from the amount of the
subsidy or the margin of dumping can be decisive; in others
the margin may be of lesser significance." H.R. Rep. 317,
96th Cong., 1lst Sess., at 47 (1979) (emphasis added). The
Senate Report contains almost identical language. S. Rep.
No. 249, 96th Cong., lst Sess., at 88 (1979). See also
H.R. Rep. No. 317 at 55; S. Rep. No. 249, at 57-58.

29

For a discussion of the role of the import penetration
and the dumping margin in assessing harm to a domestic
industry, see Memorandum from the Office of Economics,
EC-J-010, January 7, 1986, at 29-31.

30
Note that the Commission was not able to calculate
market penetration for imports on a value basis in this case
: (Footnote continued on next page)
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31
percent from 19.6 percent in interim 1985.

To find the weighted-average dumping margin on the LTFV
imports, it is necessary to combine the final dumping margins
that the Department of Commerce (Commerce) reported for Brazil,
Canada, and the Republic of Korea with the best evidence
available for the other cumulated countries. This evidence is
the preliminary margins found by Commerce.32 The
weighted-average dumping margin for the cumulated imports is
moderate, 14.7 percent.

In order to analyze the combined effect of the import ratio

and the dumping margin on prices in the United States and on

domestic producers of brass sheet and strip, it is

(Footnote continued from previous page)

(i.e., value of imports divided by value of domestic
consumption). Market penetration data are only available on
a quantity basis (i.e., quantity of imports divided by
quantity of domestic consumption). I believe that it is
generally more appropriate to analyze the effects of
imports on the domestic market using market penetration on a
value basis. See EPROMs from Japan, Inv. No. 731-TA-288
(Final), USITC Pub. No. 1927, at 32-39 (1986) (Additional
Views of Vice Chairman Brunsdale)

31

Report at A-48, Table 20. I also note that the ratios
given above overstate the importance of dumped imports in
this case because not all of the imports from the subject
countries were dumped. According to the Department of
Commerce, about three-fourths of the imports covered in this
case were sold at less than fair value. The exact data for
Canada and Korea are confidential. Report at A-14-15.

32 :
Id. at A-1l0.
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necessary to consider demand and supply conditions in the

33 A
domestic market. Considered separately, not even a large

import penetration ratio or a high dumping margin would
necessarily mean that the dumped imports were a cause of material

34
injury. When the import penetration and dumping margin are

33

The statute directs the Commission to consider " (ii) the
effect of imports of that merchandise [that is subject to
investigation] on prices in the United States for like
products, and (iii) the impact of imports of such
merchandise on domestic producers of the like product." 19
U.S.C. sec 1677(7) (B) (1982).

34

For example, large margins are not by themselves
sufficient to reach an affirmative decision when the
elasticity of demand for the product is very high. See
Certain Ethyl Alcohol from Brazil, Inv. No. 701-TA-239
(Final), USITC Pub. 1818, at 15-16 (1986), where the subsidy
margin was 98 percent. Similarly, a large market
penetration for imports is not sufficient to reach an
affirmative determination when the overwhelming factor
affecting the market is a contraction in domestic supply.
See Certain Fresh Atlantic Groundfish from Canada, Inv. No.
701-TA-257 (Final), USITC Pub. 1844, at 14, 20-22 (1986)
(Views of Chairwoman Stern, Vice Chairman Liebeler, and
Commissioner Brunsdale), where the import penetration ratio
was 22 percent. On the other hand, an affirmative
determination is generally reached when import penetration
is large and when the dumping margin is high. See In-Shell
Pistachio Nuts from Iran, Inv. 731-TA-287 (Final), USITC
Pub. 1875, at 9, 12 (1986), where the import penetration
ratio was 42.3 percent and the dumping margin was 241
percent; But-Weld Pipe Fittings from Brazil and Taiwan,
Invs. Nos. 731-TA-308 and 310 (Final), USITC Pub. No. 1918,
at 17, 20 n. 82 (1986), where the import penetration ratio
was 50 percent and the dumping margin was also about 50
percent; EPROMs from Japan, Inv. No. 731-TA-288 (Final),
USITC Pub. No. 1927, at 28 (1986) (Additional Views of Vice
Chairman Brunsdale), where the import penetration ratio was

(Footnote continued on next page)
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moderate, the dumped imports will not have a disproportionatély
large effect on U.S. prices unless both domestic demand for the
product and domestic supply are relatively insensitive to

35
price. If either domestic demand or domestic supply is

highly sensitive to price, then increased imports will lead to an
increase in consumption without having a significant impact on
domestic price. 1In this case, while domestic demand is
relatively insensitive to price (because brass sheet and strip

36
are intermediate products), domestic supply is highly

(Footnote continued from previous page)
19.4 percent and the dumping margin was 94 percent.

35

The sensitivity of quantity demanded or supplied to
price is measured by the concept of elasticity. For
example, the elasticity of demand measures the
responsiveness of quantity demanded by consumers to price
changes. It is equal to the percentage change in quantlty
demanded divided by the percentage change in price. _
Inelastic demand means that the quantity demanded changes by -
a smaller percentage than does price. The elasticity of '
supply measures to respon51veness of quantity supplied by
producers to price changes in the same manner. See P.
Samuelson and W. Nordhaus, Economics, at 380-84 (12th ed.
1985).

36
Brass sheet and strip are an intermediate product

because they are included as raw materials in the final
products purchased by consumers, e.g., in door hardware or
jewelry. The elasticity of demand for an intermediate
product depends, inter alia, on the elasticity of demand for
the final product and the cost of the intermediate product
compared to the cost of the final product. When the demand

' (Footnote continued on next page)
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elastic. This is due in part to the fact that the equipment used
to produce brass sheet and strip can also be used to produce

: 37
other brass products. In addition, domestic mills appear to

maintain considerable unused capacity as a normal practice. For
example, even in the 1984 boom year it appears that brass mills
had a capacity utilization of only about 75 percent.38 This
suggests that domestic firms can easily expand production in
response to a slight increase in price, which means that domestic
supply is highly elastic. Therefore, dumped imports will not
have a substantial adverse effect on prices. Accordingly, I
determine that dumped imports of brass sheet and strip from

Brazil, Canada, and the Republic of Korea have not caused

material injury to the domestic industry.

(Footnote continued from previous page)

for the final product is relatively inelastic or when the
cost of the intermediate product is a small part of the
total cost of the final product, the demand for the
intermediate product is not expected to be very sensitive to
changes in its price. Accordingly, the demand for the
intermediate product is relatively inelastic. See G.
Stigler, The Theory of Price, at 243 (3d ed. 1966).

37
Prehearing Brief of Petitioners, November 24, 1986, at
16.

38

Unfortunately there is no evidence about the capacity
utilization of brass mills. The best available information
is capacity utilization for "all brass sheet and strip,"
which includes the like product. The utilization rate for
this product group was 75.7 percent in 1984. Report at
A-19, Table 3.
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Causation Analysis: Material Injury by Reason of Subsidized
Imports .

I base my determination here on the foregoing analysis

together with the import penetration ratio and subsidy margin for
subsidized imports from Brazil and France. The market
penetration ratio for cumulated imports is small. It was less
than 4 peréent in 1983, about 6 percent in 1984, less than 4
percent in 1985, and virtually steady at about 4 percent in

39
interim 1985 and interim 1986. The weighted-average subsidy
margin for the two countries is also small, 6.6 percent.4o
Based on the analysis of the previoﬁs section, import penetration
ratios and subsidy margins of this magnitude are not a cause of
material injury in this case. Therefore, I determine that

subsidized imports from Brazil are not a cause of material injury

to the domestic industry.

39
Id. at A-48, Table 20.

40

This is a weighted average of the final subsidy rate
reported by Commerce for Brazil, 6 percent, with the
preliminary subsidy rate reported for France, 7 percent.
Id. at A-13. I use the preliminary subsidy rate for France
because it is the best evidence available.
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Threat of Material Injury by Reason of Dumped or Subsidized
Imports : '

With regard to threat of material injury, imports from

Brazil, Canada, and the Republic of Korea have all waxed and
waned with the recent cycle. They increased when the U.S. market
expanded in 1984 and fell back when the market declined in

41 ‘ :
1985. Moreover, capacity in these three countries has not

changed significantly and capacity utilization in all three is
very high.42 'Thus, it is unlikely that producers in Brazil,
Canada, or the Republic of Korea will ship significantly larger
quantities of brass sheet or strip to the United States in the
near future. - Accordingiy,‘i do not find that "the threat of

43
material injury is real and that actual injury is imminent."

41 C
Report at A-38-41.

42

Id. The exact figures are confidential. 4
43

19 U.S.C. sec. 1677(7) (F) (ii) (Supp. III 1985)
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

Oon March 10, 1986, petitions were filed with the U.5. International Trade
Commission (Commission) and the U.8. Department of Commerce (Commerce) by
counsel on behalt of American Brass, Buffalo, NY; Bridgeport Brass Corp.,
Indianapolis, IN; Chase Brass and Copper Co., Cleveland, OH; Hussey Copper
Ltd., Leetsdale, PA; The Miller Co., Meriden, CT; Olin Corp. (Brass Group),
East Alton, IL; and Revere Copper Products, Inc., Rome, NY. The petitioning
firms are all members of the Copper & Brass Fabricators Council, Inc., made up
of 18 copper and brass fabricating companies, which fully supports the
petition. The following trade unions are also petitioners: the International
Association of Machinists and Aerospace Workers; the International Union,
Allied Industrial Workers of America (AFL-CIO); the Mechanics Educational
Society of America (Local 56); and the United Steelworkers of America
(AFL~-CIO/CLC) .

The petitions allege that an industry in the United States is materially
injured and threatened with material injury by reason of imports from Brazil
and France of certain brass sheet and strip 1/ (brass sheet and strip) that
are alleged to be subsidized by the Governments of Brazil and France. In
addition, the petitions allege that an industry in the United States is
materially injured and threatened with material injury by reason of imports
from Brazil, Canada, France, Italy, the Republic of Korea (Korea), Sweden, and
West Germany of brass sheet and strip that are allegedly being sold in the
United States at less than fair value (LTFV).

Accordingly, the Commission instituted, effective March 10, 1986,
preliminary countervailing duty investigations on Brazil and France under
section 703(a) of the Tariff Act of 1930 and, further, the Commission
instituted, under section 733(a) of the Tariff Act of 1930, preliminary
antidumping investigations on Brazil, Canada, France, Italy, Korea, Sweden,
and West Germany, to determine whether there was 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 brass sheet and strip from the
named countries. Notice of the institution of the Commission's investigations
was given by posting copies of the notice at the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice
in the Federal Register of March 19, 1986 (51 F.R. 9536).

on April 24, 1986, the Commission unanimously determined that there was
a reasonable indication that an industry in the United States is materially

1/ For purposes of these investigations, the term "certain brass sheet and
strip" refers to brass sheet and strip of solid rectangular cross section over
0.006 inch but not over 0.188 inch in thickness, in coils or cut to length,
whether or not corrugated or crimped, but not cut, pressed, or stamped to
nonrectangular shape, provided for in items 612.3960, 612.3982, and 612.3986
of the Tariff Schedules of the United States Annotated (TSUSA). The petitigﬂ§
Limit the scope of the investigations to sheet and strip of brass alloys
designated as "C20000-series” under the nomenclature and numbering system of
the Unified Numbering System (UNS) or the equivalent "200-saeries" under the
Copper Developmenl Association (CDA) number system.
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injured by reason of imports from Brazil and France of brass sheet and strip,
which were alleged to be subsidized by the Governments of Brazil and

France. 1/ The Commission further unanimously determined that there was a
reasonable indication that an industry in the United States is materially
injured by reason of imports from Brazil, Canada, France, Italy, Korea,
Sweden, and West Germany of brass sheet and strip, which were alleged to be
sold in the United States at LTFV.

On June 9, 1986, Commerce made a preliminary determination that no
benefits that constitute subsidies within the meaning of the countervailing
duty law are being provided to manufacturers, producers, or exporters in
Brazil of brass sheet and strip (51 F.R. 20864, June 9, 1986). Commerce also
made a preliminary determination that certain benef'its which constitute
subsidies within the meaning of the countervailing duty law are being provided
to manufacturers, producers, or exporters in France of brass sheet and strip
(51 F.R. 20867, June 9, 1986). Accordingly, effective June 9, 1986, the
Commission instituted investigation No. 701-TA-270 (Final) to determine
whether an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from France of
brass sheet and strip into the United States. Notice of the institution of
the investigation was given by posting copies of the notice at the Office of
the Secretary, U.S. International Trade Commission, Washington, DC, and by
publishing the notice in the Federal Register of July 2, 1986
(51 F.R. 24237). 2/

On August 22, 1986, Commerce made preliminary determinations that brass
sheet and strip from Brazil, Canada, France, Italy, Korea, Sweden, and West
Germany are being, or are likely to be, sold in the United States at LTFV
(51 F.R. 30086, Aug. 22, 1986). Effective August 22, 1986, the Commission
instituted investigations Mos. 731-TA-311 (Final) (Brazil), 731-TA-312 (Final)
(Canada), 731-TA-313 (Final) (France), 731-TA-314 (Final) (Italy), 731-TA-315
(Final) (Korea), 731-TA-316 (Final) (Sweden), and 731-TA-317 (Final) (West
Germany) to determine whether 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
brass sheet and strip from the cited countries into the United States. Notice
of the institution of the Commission's investigations and of a hearing to be
held in connection therewith (as well as in connection with investigation No.
701-TA-270 (Final)) 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 Reg1ster of September 10, 1986
(51 F.R. 32255).

1/ Certain Brass Sheets and Strips from Brazil, Canada, France, Italy, the
Republic of Korea, Sweden, and West Germany: Determinations of the Commission
in Investigations Nos. 701-TA-269 and 270 (Preliminary) Under the Tariff Act
of 1930 and Determinations of the Commission in Investigations Nes. 731-TA-311
through 317 (Preliminary). . ., USITC Publication 1837, May 1986. Also see
the Federal Register of May -1, 1986 (51 F.R. 16235),

2/ A corrected notice was published in the Federal Register of July 23, 198§,
(51 F.R. 28473).




On November 7, 1986, the Commission was noltified of Commerce's final
determinations that brass sheet and strip from Brazil and Korea are being, or
are likely to be, sold in the United States at LTFV. 1/

On November 10, 1986, the Commission was notified of Commerce's final
affirmative determination that certain benefits which constitute subsidies
within the meaning of the countervailing duty law are being provided to
manufacturers, producers, or exporters in Brazil of brass sheet and strip. 2/
Effective November 10, 1986, therefore, the Commission instituted
investigation No. 701-TA-269 (Final) to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded,
by reason of such subsidized imports from Brazil. Notice of the institution
of the investigation and of the public hearing to be held in connection
therewith was given by posting copies of the notice at the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by
publishing the notice in the Federal Register of November 21, 1986 (51 F.R.
42142).

At the request of counsel for two Canadian exporters, Commerce postponed
its final LTFV determination concerning Canada until December 3, 1986. On
December 8, 1986, the Commission was notified of Commerce's final
determination that brass sheet and strip from Canada are being, or are likely
to be, sold in the United States at LTFV. 3/

At the request of. counsel for French, Italian, Swedish, and West German
exporters, Commerce postponed its final LTFV determinations concerning France,
Ttaly, Sweden, and West Germany to January 5, 1987. Commerce also postponed
its final determination on subsidies concerning France until January 5, 1987,
Pursuant to Commerce's postponement of its final determinations concerning
France, Italy, Sweden, and West Germany, the Commission postponed its final
determinations concerning brass sheet and strip from those countries (51 F.R.
37497, Oct. 22, 1986, and 51 F.R. 42141, Nov. 21, 1986).

A public hearing was held by the Commission in connection with all the
above investigations on December 1, 1986. 4/ The Commission voted on the
countervailing duty investigation concerning Brazil and on the antidumping
investigations concerning Brazil, Canada, and Korea on December 16, 1986, and
transmitted its final determinations on the investigations to the Secretary of
Commerce on December 22, 1986. The Commission is scheduled to vote on the
countervailing duty investigation concerning France and on the antidumping
investigations concerning France, Italy, Sweden, and West Germany during the
week beginning February 8, 1987, and is scheduled to issue its final
determinations on those investigations by February 19, 1987.

These are the tirst Commission investigations with respect to brass sheet
and strip.

1/ Copies of Commerce's tinal LTFV determinations on Brazil and Korea are
presented in app. A, ,

2/ A copy of Commerce's final subsidy determination on Brazil is presented
in app. B. . , A3

3/ A copy of Commerce's final LTFV determination on Canada is presented in
app. C. '

4/ A list of the parlicipants in the hearing is presented in app. D.
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The Product

The subject of these investigations is wrought 1/ sheet and strip of
brass, of solid rectangular cross section over 0.006 inch but not over 0.188
inch in thickness, 2/ in coils or cut to length, whether or not corrugated or
crimped, but not cut, pressed, or stamped to nonrectangular shape, meeting the
composition specifications of the Unified Numbering System for Metals and
Alloys (UNS) C20000-series 3/ or the Copper Development Association (CDA)
200-series. 4/ For purposes of the Tariff Schedules of the United States
(TSUS), brass sheet is over 20 inches in width, and brass strip is not over 20
inches in width. However, the generally accepted industry distinction between
brass sheet and strip is that brass strip consists of bhrass that is coiled or
wound on reels of whatever gauge and width, and brass sheet consists of brass
that is no longer coiled or wound but has been cut to length.

Manufacturing process

The manufacturing process for brass sheet and strip involves casting,
rolling, and finishing of the brass sheet and strip. 5/ The brass casting
process begins with the acquisition of raw materials, i.e., virgin or selected
copper, zinc, other elements, or scrap brass. Brass mills often obtain copper
through "tolling" arrangements, whereby customers provide the mills with
copper and pay them a tee to have that copper converted into brass sheet and

1/ The term "wrought" refers to products that have been rolled, forged,
drawn, or extruded, and also refers to cast or sintered products that have
been machined or processed otherwise than by simple trimming, scalping, or
descaling.

2/ Gauges of 0,006 inch and below are considered to be foil, and gauges over
0.188 inch are considered to be plate.

3/ The UNS is managed jointly by the American Society for Testing and
Materials and the Society of Automotive Engineers.

4/ Brass is an alloy of copper (not including nickel silver) in which zinc

is the principal alloying element, with or without small quantities of other
elements. There are three general categories of brasses: copper—zinc alloys

(brasses) covered by the UNS C20000-series, copper-zinc—-lead alloys (leaded
brasses) covered by the UNS C30000-series, and copper-zinc—tin alloys (tin
brasses) covered by the UNS C40000-series. The UNS C20000-series represents
the bulk (approximately 90 percent in 1985) of U.S. production of brass sheet
and strip. Petitioners state that leaded and tin brasses are essentially not
competitive with UNS C20000-series brasses. In the petitions in the
investigations, pp. 8 and 9, petitioners state that the high-machining
abilities of leaded brasses and extremely high strength and spring
characteristics of tin brasses cause these alloys frequently to be
incompatible with normal UNS C20000-series uses. The additional processing
expenses required for lead and tin brasses and the higher metal cost for the
tin brasses make substitution of these brasses for the UNS C20000-series
brasses unusual.

5/ Firms that cast, roll, and finish brass sheet and strip are vertically A-4
integrated producers, known as "bhrass mills."
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strip. Scrap is obtained from captive operations, from scrap dealers, from

In the predominant casting process for brass sheet and strip, raw
materials are measured and placed in a melting furnace; samples of the melted
material are then analyzed to ensure that correct compositions have been
achieved. Then the melted material is poured into a holding furnace. When
the holding furnace is sufticiently filled, the molten brass is directed from
the holding furnace into single or multiple molds. These molds or dies are
approximately 1 foot thick and are open at the bottom. The molds rest on a
piston device that is enclosed in a water-filled cylinder. As a mold fills
with molten brass, the piston is gradually lowered, and the brass cools and
hatdens as it is exposed to the water; hence, the term "direct chill
technique" is applied to this casting process. The casting operations produce
brass ingots that are roughly 5 to 7 inches thick, 26 to 30 inches wide, 25
feet long, and weigh over 10,000 pounds. Once the ingots are cast, they are
removed from the casting equipment. Before further processing, the ingots are
trimmed and tested for structural integrity.

At this point, rolling operations begin with hot--breakdown rolling. The
ingots are heated, rolled (reducing them in thickness from approximately 5 to
7 inches in thickness to less than 0.5 inch), cooled, and coiled. The
material is then milled to eliminate surface irregularities and then is
further reduced in thickness to 0.188 inch or less through cold-breakdown
rolling. The extent of further processing is entirely dependent on customer
requirements. 2/ In general, the material typically undergoes a variety of
additional operations, such as annealing, 3/ cleaning, rolling to tinal
thickness on "four high" or "Sendzimir cluster™ mills, tension leveling,
slitting (to achieve a desired width), and cutting to length to meet customer
spacifications. Once all operaltions are completed, the material is packed and
shipped. 4/

1/ Brass mills generally buy back, in the form of scrap, a percentage of
materials purchased by customers. The percentage tends to be based on each
customer's scrap generation rate. Brass mills claim that prices paid for
customers' scrap are generally consistent with open-market prices; however,

w oK K,

2/ Material purchased by firms known as rerollers, which have processing
equipment of their own, might require little or no further processing by the
brass mill.

3/ According to a brochure on the production process published by Olin
Corp., in order to allow continued cold réduction or to sof'ten the metal for
forming, it is necessary to anneal the metal by heating it. In strip
annealing, a coil of metal is unwound and fed continuously through a furnace.
It is then cleaned, dried, and recoiled in line with the furnace. In the bell
annealing process, coils of metal are placed on a platform and covered by a
retorlt or bell; the metal is then heated in a protective atmosphere by a
furnace placed over the bell. The choice of annealing process is determined
by such factors as strip thickness, alloy, and final product specifications.

4/ A new Tacility constructed in Shelby, NC, by Chase Brass and Copper Co.
uses a different casting process in which a small diameter rod is cast A5
vertically, hot rolled and cold rolled in line, annealed, and coiled
(transcript of the hearing, pp. 77 and 78).



The chief characteristics of the UNS C20000-series of brasses are ease of
manufacture, fair electrical conductivity, excellent forming and drawing
properties, and good strength. They are used in many different types of
applications, e.g., ammunition, automotive radiators, coins, door hardware and
bathroom accessories, electrical connectors, jewelry, and lamp bases.

Reroll and finished product

Counsel for some respondents in these investigations contend that brass
material to be rerolled (reroll) is a separate and distinct product from
finished brass sheet and strip (finished product), and that although they are
covered by the same TSUS item, reroll and the finished product are different
products. The following are alleged differences: reroll is an intermediate
product; reroll usually has a thicker gauge than the finished product; reroll
has different physical and metallurgical characteristics, qualities, prices,
and uses that prevent it from being fungible or interchangeable with the
finished product; and reroll is sold to rerollers, a different market from end
users and distributors of the finished product.

Counsel for the petitioners contends that there is no justification for
detining reroll and the finished product as separate like products because
reroll is nothing more than brass sheet and strip that can be reduced by
further rolling to thinner gauges and that reroll is dedicated to the same
uses as is finished brass sheet and strip. Moreover, counsel contends that
reroll and the finished product have the same metallurgical characteristics,
are made in the same manner, have the same applications, and reroll can be,
and often is, sold as a finished product without extra processing.

In its preliminary determinations, the Commission found that there is one
like product, brass sheet and strip, which includes reroll and the finished
product; however, the Commission stated that it would further examine the
issue of whether reroll and the finished product constitute a single like
product or separate like products in any final investigations. In order to
help shed lLight on the reroll/finished product issue, the Commission's
questionnaires to producers, importers, purchasers, and distributors in the
final investigations included two questions concerning reroll. The following
tabulation summarizes the responses, by type of respondent, to the question:

"Can you distinguish brass sheet and strip for reroll from other brass
sheet and strip on the basis of physical characteristics? If yes,
please describe the characteristics that distinguish reroll.”

Total number responding Number responding Number responding

Type of tirm to_the question "yes" “no”
Brass mills..... 8 1 7
Rerollers....... 5 1 4
Importers....... 16 9 7
Purchasers
of reroll 1/.. 4 3 1
Other pur-— A6
chasers 2/.... 31 7 24

1/ Including distributors.
2/ Consists of purchasers (including distributors) of brass sheet and strip
that do not purchase reroll.



ALl but one of the responding hrass mills indicated that brass sheet and
strip for reroll cannot be distinguished from_ other brass sheet and strip on
the basis of physical characteristics. The one brass mill that responded
"yes" was % ¥ ¥, which stated "* ¥ %" Of the rerollers, only ¥ ¥ ¥ answered
"yas," stating "% % % ' o

Importers, especially most of the principa] importers, and also
purchasers of reroll, tended to answer "yes," stating that reroll has a
thicker gauge (although different respondents tended to list different
specific thicknesses above which the material could be characterized as
reroll), a rough surface condition, wider tolerances, and edges that are not
trimmed. Two 1mportors provided far more detailed rea$ons, these importers’
responses appear in appendix E.

The following tabulation summarizes the responses, by type of respondent,
to the question:

"Can some brass sheel and strip that is sold for rerolllng be used for
anythlng other than rer0111ng? Please comment

'Total number responding Number responding Number responding

Type ! of Firm to the question "yes' ‘ "no"
Brass mills..... : 8 ‘ _ ‘ 8 : 0
Rerollers....,.. 5 3 2
Importers....... 16 10 6
Purchasers ‘ ‘ ;

of reroll 1/.. 4 3 1
Other pur- : '

chasers 2/.... 16 8 8

1/ Including distributors.
2/ Consists of purchasers (including dlstrlbutors) of brass sheet and strip
that do not purchase reroll.

All of the responding brass mills indicated that some brass sheet and. strip
that is sold for rerolling can be used for something other than rerolling,
generally stating that reroll can be purchased and sold as the finished
product where specifications fit. Of the rerollers, ¥ ¥ % and % % % answered
"noj" * * * qualified its answer with the statement "not in the markets we
serve,

Ten of the importers answered "yes" and six answered "no," but the
importers responding '"no" included large importers such as * % ¥, Three of
the four purchasers of reroll answered "yes." The principal reason stated for
"yes" answers by importers and purchasers was that reroll can be sold as
finished material if gauge and temper meet noncritical customer
5pecifications, and the principal reasons stated for 'no' answers were that
reroll is improper for other uses because of its rough surface condition, less
controlled tolerances, and its thickness. % % %, a major importer, stated
that "reroll is not useable for any of the end use products by end use code
under this cuestionnaire. There are a very few isolated uses to wh1ch rerd il
may be put without further processing such as thick brass washers.
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U.S. tariff treatment

Imports of wrought brass sheet and strip meeting the specifications for
brasses of the UNS (20000-series, other than clad sheets, not cut, pressed, or
stamped. to nonrectangular shapes, are classified and reported for tariff and
statistical purposes under items 612.3960 (sheets), 612.3982 (strips under
1/16 inch in thickness), and 612.3986 (strips 1/16 inch or more in thickness)
of the TSUSA. The current column l-a rate of duty for the subject brass sheet
and strip, applicable to imports from Canada, France, Italy, Sweden, and West
Germany (among the countries covered by the Commission's investigations), is
1.9 percent ad valorem. ;/Z/ This rate will remain at 1.9 percent ad valorem
on January 1, 1987, pursuant to the Tokyo Round of the Multilateral Trade
Negotiations. The special duty rate, applicable in this instance to Brazil
and Korea under the Generalized System of Preferences (GSP), is free.

The Nature and Extent of Subsidies and Sales at LTFV

On November 7, 1986, the Commission received notice of Commerce's
affirmative final LTFV determinations in the investigations concerning Brazil
and Korea, and on November 10, 1986, received notice of Commerce's af'firmative
final subsidy determination in the investigation concerning Brazil. On
December 8, 1986, the Commission received notice of Commerce's af'firmative
final LTFV determination in the investigation concerning Canada. Commerce's
final subsidy determination on France and final LTFV determinations on France,
Italy, Sweden, and West Germany are scheduled to be made by January 5, 1987.
Commerce's determinations to date, including preliminary determinations, are
summarized in the following tabulation:

1/ Rates of duty for TSUS item 612.39 are divided into col. 1-a and col. 1-b
rates of duty. Col. 1-a rates apply when the market price of copper is 24
cents or more per pound. Col. 1-b rates apply when the market price of copper
is under 24 cents per pound, but copper prices have averaged well above that
level in the 1980's. The col. 1-b rate, applicable if the market price of
copper drops below 24 cents per pound, is 0.9 cents per pound on copper
content + 0.9 cents per pound. The rates of duty in col. I (or in this
instance l1-a or 1-b) are most-favored-nation (MFN) rates and are applicable to
imported products from all countries except those Communist countries and
areas enumerated in general headnote 3(d) of the TSUS. Howdver, MFN rates
would not apply if preferential tariff treatment is sought and granted to
products of developing countries under the GSP or the Caribbean Basin Economic
Recovery Act (CBERA), or to products of Israel or of least developed
developing countries (LDDC's), as provided under the Special rates of duty
column. GSP preferential treatment is scheduled to continue through July 4,
1993,

2/ In addition, pursuant to the Omnibus Budget Reconciliation Act of 1986, a
user fee of 0.22 percent ad valorem on most imports took effect on Dec. 1,
1986. .

A-8



Determinations Subsidy or LTFV margin

Final determinations:

Subsidy:
O Brazil.oooooooo o 1/ 6.13
LTFV:
Brazil. . ... . e 40.62
Canada:
ArrowHead . . ... ... . 2.51
Noranda. . ..o i i e 11.54
All others...................... 8.10
KOF@a. . o i e e e e 7.17
Preliminary determinations:
Subsidy:
France. . ... ... .. i i 7.19
LTFV:
FranCe. o e e e e 40.95%5
Italy. ... o 4,02
Sweden. ... 8.49
West Germany:
Wieland. . ....... ... ... . v 5.35
Langenberg. . ... ... .o 24.14
ALY others................. e 9.98

1/ Consistent with Commerce's policy of taking into account programwide
changes that occur before its preliminary determination, Commerce hds sat the
cash deposit or bond rate at 3.47 percent ad valorem.

Commerce's final subsidy determination on Brazil

Commerce found an estimated net subsidy of 6.13 percent ad valorem, but
consistent with its policy of taking into account programwide changes that
occur before its preliminary determination, Commerce adjusted the cash deposit
or bond rate to 3.47 percent ad valorem to reflect changes in the Preferential
Working Capital Financing for Exports Program. Commerce found that the
following programs confer subsidies: (1) Preferential Working Capital
Financing Tor Exports; (2) Income Tax Exemption for Export Earnings;

(3) Export Financing Under the CIC~-CREGE 14-11 Circular; and (4) Import Duty
Exemption Under Decree—law 1189 of 1979.

Commerce's final LTFV determinations on Brazil, Canada, and Korea

invest1ga1@d (t]uma (orp Wthh a(counts for v1rtually al] oxports of the
subject brass sheet and strip from Brazil to the United States) of 40.62
percent ad valorem. Since Eluma did not permit the verification of its
quesltionnaire response to Commerce as required under section 776(a) of the
Tariff Act of 1930, as amended, Commerce based its fair-value comparison and
final LTFV determination on the best information available, which is the A-9
petition.
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nrrowHead Meta]s, Ltd 11.54 porcont for Noranda Metal Industrles, Ltd., and
8.10 percent for all ather exporters. A breakdown of the Canadian sales
during October 1, 1985, through March 31, 1986, examined by Commerce is
presented in the following tabulation:

Item ArrowHead Noranda Total
U.S., sales................ pounds. . WA KN HWH
U.S. sales............... dollars. . Ly HHR KK
Sales at LTFV............. pounds. . KRA ANHR KRN
Sales at LTFV............ dollars. . L HHK ' HHR
Share of quantity of sales

at LTFV................ percent. . K IHR S
Share of value of sales at

LTFV. .o percent. . KAk *xx Hwn

Korea.—Commerce found a weighted-average LTFV margin for the company
investigated (Poongsan Metal Corp., which accounts for most of the subject
brass sheet and strip exported from Korea to the United States) of 7.17
percent ad valorem. Poongsan's sales during October 1, 1985, through March
31, 1986, examined by Commerce amounted to **% pounds, valued at $t¥, Sales
at LTFV amounted to *%% pounds, valued at $*%%x, Of the quantity of sales
examined, **¥ percent, and of the value of sales examined, *X* percent, were
at LTFV.

The Domestic Market

U.S. consumption

The data on apparent U.S. consumption of C20000-series brass sheet and
strip presented in table 1 are composed of (1) reported U.S. brass mills'
domestic shipments of C20000-series brass sheet and strip, and (2) imports of
all series of brass sheet and strip as reported in official statistics of the
U.S. Department of Commerce, reduced by imports of brass sheet and strip other
than €20000-series as reported in responses by importers to the Commission's
guestionnaire.

Based upon the data presented in table 1, apparent consumption of
C20000~series brass sheet and strip increased from 527.8 million pounds in
1983 to 641.6 million pounds in 1984, or by 21.6 percent, and then decreased
to 513.9 million pounds in 1985, or by 19.9 percent. Apparent consumption was
272.7 million pounds during January-June 1986, representing a decrease of
3.8 percent from the level of apparent consumption in the corresponding period
of 1985,

In order to help explain why apparent consumption increased substantially
in 1984 and decreased substantially in 1985, data were obtained ftrom the
Copper Development Association (CDA), Greenwich, CT, on shipments by primary
brass mills of strip, sheet, and plate of brass and copper alloys, other than
nickel silver and phospor bronze, by end-use sector. Although the CDA dat§A10



Table 1.--Brass sheet and strip, C20000-series: U,S. brass mills' domestic
shipments, U.S. imports, and apparent U.S. consumption, 1983-85, January-
June 1985, and January-June 1986 ‘ .

(In thousands of pounds)

January-June-—

Item 1983 1984 . 1985 1985 1986
U.S5. brass mills' : :
domestic shipments /.. 407,919 462,456 375,386 204,619 203,898
U.8. imports 2/ from-
West Germany............ KK HHKk KK KeleX KKK
[ a1 4 Vol - N KN HRH NN HR¥ KRR
TtalY ..o HHHe AWK WHH HHeHe XK
KOF@B. + v oo e e ARH NWW KXW WK AxH
Canada 3/............... Kk WKk Wk L2 HK
Brrazil., . ..... ... 3,03 KK NN HNH¥ KKK
Sweder . .. e KKK HeHeNe . KK HKeK 3 %3
Total, 7 countries.... 82,280 134,463 95,922 55,607 45,539
All other countries..... 37,587 44,670 42,577 23,398 23,290

Grand total......... 119,867 179,133 138,499 79,005 68,829

Total apparent U.$
consumption............. 527,786 641,589 513,885 283,624 272,727

1/ Includes captive consumption (intra- and intercompany transfers).

2/ Consists of official statistics of the U.S. Department of Commerce for all
series of brass sheet and strip, reduced by imports of brass sheet and strip
other than €20000-series, as reported by importers in responses to the
Commission's questionnaire.

3/ Some of the U.S. imports from Canada were under item 806.30 of the TSUS
(U.S. articles of metal (except precious metal) exported for further processing
and returned for further processing). The amounts imported under item 806.30
were 1.4 million pounds in 1983, 1.4 million pounds in 1984, 0.4 million pounds
during 1985 (most of which were during January--June 1985%), and zero during
January-June 1986. The Canadian value-added portion of the imports under item

806.30, which ranged between 34.7 percent and 39.9 percent in 1983-85, is
dutiable.

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

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission and from official statistics of the U.S.
Department of Commerce.

A-11
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include more than simply C20000-series brass sheet and strip 1/ and record
shipments to rerollers, redrawers, and distributors as end-use shipments (when
in fact such shipments are then resold to actual end-use markets), the CDA
data are generally indicative of the actual shifts in consumption by end--use
sector experienced by C20000-series brass sheet and strip. Such data are
presented in table 2. Between 1983 and 1984, virtually all the major end-use
sectors experienced increases, with the largest absolute iricreases occurring
in ordnance, transportation equipment, rerollers and redrawers, and Government
coinage. Between 1984 and 1985, all the major end-use sectors experienced
decreases, with the largest absolute decreases occurring in rerollers and
redrawers, distributors, transportation equipment, and electrical and
electronic products. ’

Table 2.—Strip, sheet, and plate of brass and copper alloys, other than
nickel silver and phosphor hronze: Shipments by primary brass mills, by
end-use sector, 1983-85, January-June 1985, and January-June 1986

(In millions of pounds)

January-—June--—

Item o 1983 1984 1985 1985 1986
Transportation equipment 1/......... 115.0 134.8 115.9 61.2 53.9
Ordnance 2/...... ...y 58.6 81.0 79.4 48.2 37.9
Distributors............. ... ovuins 82.8 93.4 67.0 34.8 46.6
Rerollers and redrawers............. 94.3 111.6 66.8 39.1 45.7
Electrical and electronic products.. 58.9 58.5 37.9 20.8 27.0
Government coinage.................. 33.9 45.5 29.5 13.7 17.4
SEAMPINGS . . oo v 17.7 22.6 20.1 10.0 12.2
Building products 3/................ 29.5 30.7 19.2 10.1 12.8
All other end-use sectors........... 43.1 53.1 43.4 21.5 23.4

Total. ... . i . 533.8 631.2 479.2 259.4 276.9

1/ Mainly automotive monelectrical.

o 2/ Mainly military ordnance..

3/ Mainly builders' hardware.

1986.

Possible reasons for the decline in apparent consumption in 1985 include
(1) overly optimistic purchasing by brass customers in 1984 may have caused a
buildup of customers' inventories that were subsequently reduced in 1985, and
(2) as alleged by respondents, unusually long leadtimes tor purchases of
U.8 . —produced brass sheet and strip in 1984 caused brass customers to overbuy
in that year.

1/ C20000-series brass sheet and strip accounted for most (78.9 percent in
1985) of the CDA data on brass sheet, strip, and plate presented in this
report. The 78.9 percent figure is based on data appearing in Market Data, A_ip
Copper Development Association, Inc., August 1986, p. 38.
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U.S. producers

Brass mills.—The petitioners define the U.S. industry as firms that
cast, roll, and finish brass sheet and strip, 1/ known in the industry as
"brass mills." There are nine known brass mills that produce C20000-series
brass sheet and strip: 2/ seven of these firms are petitioners in these
investigations and two firms (MRM Industries and Plume & Atwood Brass Mill)

* % %, The nine tirms, the locations of their facilities, and their share of
brass mills' shipments of C20000-series brass sheelt and strip in 1985, are
presented in the following tabulation:

Share of brass
mills' shipments

Firm and plant locations

AMEILCAN BrasS. . e it e e *KK
But'falo, NY; Kenosha, WIL.

Bridgeport Brass Corp. ... v, LT
Bryan, OH; Indianapolis, IN.

Chase Brass and Copper Co..........ovuvn. Khk
Cleveland, OH.

Hussey Copper Ltd. .. ... ... . i, Hxn
Leetsdale, PA.

MRM Industries. ...... ..o, KHK
Meriden, CT.

OLin Corp. . . e HHn
E. Alton, IL; Waterbury, CT.

Plume & Atwood Brass Mill................. L
Thomaston, CT.

Revere Copper Products, Inc............... KKk
Rome, NY.

The Miller Co. .. v i i e KoMK ¢
Meriden, ¢cT. -

Jotal. .. e e 100.0

X % % of the brass mills ¥ ¥ % accounted for 75.9 percent of aggregate
shipments of C20000-series brass sheet and strip by brass mills in 1983, 75.7
percent in 1984, 82.3 percent in 1985, 82.5 percent during January-June 1985,
and 79.5 percent during January-June 1986. Each of the nine brass mills is
discussed below.

American Brass, Buffalo, NY, a petitioner in these investigations, was a
wholly owned subsidiary of Atlantic Richfield Co. until December 1985 when it
was sold to a limited partnership. American Brass' principal facility for
20000-series brass sheet and strip is located in Buf'talo, NY; a second

sheet and strip. Between late 1681 and early 1985, the Buffalo plant's sheet

1/ Petitions, p. 3. A-13

An additional Firm (Century Brass Products, Inc., Waterbury, CT) ceased to
cast brass in 1981,
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mill was expanded and modernized "¥ ¥ ¥, according to American Brass'
questionnaire response. 1/ In addition to the Buffalo and Kenosha facilities,
American Brass had a brass facility in Paramount, CA, which was expanded and
modernized beginning in late 1982 and ending in late 1983; however, the
Paramount facility was sold to Cerro Metal Products, Paramount, CA, in
December 1985 and, according to American Brass' questionnaire response,

II* x. .x..ll 2/

Bridgeport Brass Corp., Indianapolis, IM, a petitioner in these
investigations, was incorporated in March 1984 and purchased a facility in
Indianapolis from National Distiller & Chemical Corp. in August 1984. In
addition, Bridgeport owns Bryan Metals Co., Bryan, OH, which is a reroller
that Bridgeport purchased from Metallverken, Inc., an importer of brass sheet
and strip, in July 1985. 3/ On October 24, 1986, Bridgeport was purchased by
a private party. On December 8, 1986, Bridgeport's union (the United
Steelworkers of America, a petitioner in these investigations) accepted a
15-percent wage cut and changes in work rules, thereby avoiding a possible-
closure of Bridgeport's facility in Indianapolis.

Chase Brass and Copper Co., Cleveland, OH, a petitioner in these
investigations, is wholly owned by The Standard 0il Co. Chase's production
facility is located in Cleveland, OH, however, Chase has constructed a
production facility in Shelby, NC, that "#* % %," according to Chase's
questionnaire response; the Shelby facility is expected to be * ¥ %, 4/

Olin Corp. (Brass Division), a petitioner in these investigations, is
® % %, Olin's production facility is located in East Alton, IL; Olin also
owns Somers Thin Strip, a reroller in Waterbury, CT. According to Olin's
questionnaire response, "% % ¥k k ¥ ¥ ¥ ¥ "

Plume & Atwood Brass Mill, Thomaston, CT, is not a petitioner in these
investigations, % ®* %, Plume & Atwood is owned by Diversified Industries,
Inc., St. Louis, MO. Plume & Atwood's production facility is located in
Thomaston, CT.

1/ Atlantic Richfield invested nearly $**% in American Brass' Buffalo
facility, especially in new * % % capabilities; the $*X% mainly affected
K % %, according to * ¥ ¥, American Brass.

2/ According to * % ¥ of American Brass, the portion of the Paramount, CA,
facility that was closed was the brass strip mill, which was a rerolling
facility; the brass rod mill, which was the predominant portion of the
Paramount facility sold to Cerro Metal Products, remains open.

* X % of Cerro Metal Products stated in an Oct. 24, 1986, telephone
conversation that Cerro closed the strip mill because % % % % ¥ ¥ He said
that ‘the strip mill was a minor part of what Cerro purchased from American
Brass.

3/ According to * X X, Bridgeport Brass Corp., in * ¥ % telephone
conversation, Bryan Metals' shipments amount to approximately **%¥ pounds per
month, but * % %,

4/ According to ¥ X X of Chase Brass and Copper Co., the decision to
construct the Shelby, NC, facility was made in ¥ ¥ %; ground was broken in
mid-1984; % % X,  The Shelby facility will have an annual capacity of X%
pounds. % % % of the output is expected to consist of % % ¥, % ¥ % stated
further that the facility is "% % %" and is expected to have "% % ¥ " Chase
does not % % ¥,

‘A-14
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Revere Copper Products, Inc., Rome, NY, a petitioner in these
investigations, is a wholly owned subsidiary of Revere Copper and Brass, Inc.,
Stamford, CT. % % ¥ of its C20000-series brass sheet and strip is ¥ ¥ ¥ The
production facility of Revere Copper Products, Inc., is. located in Rome, NY.

Hussey Copper Ltd., Leetsdale, PA, a petitioner in these investigations,
produces at its facility in Leetsdale. The Miller Co., Meriden, CT, a
petitioner in these investigations, produces at its facility in Meriden, CT.
MRM Industries, Inc., Meriden, CT, which is not a petitioner in these
investigations, % ¥ ¥, produces at its production facility in Meriden, CT.

All the brass mills except for % % % produce C20000-series reroll. The
five brass mills that produce €20000-series reroll accounted for *X¥ percent
of;total brass mill shipments of C20000-series brass sheet and strip in 1985,

Rerollers.—-Firms known as "rerollers" do not cast brass,_but rather
purchase intermediate-to- heavngauge brass sheet or strip from domestic or
foreign sources and then perform additional processing (which includes at
least a series of rolling and annealing steps) to convert the material into
finished brass sheet or strip. The producer's questionnaire in the subject
1nuestlgdtlona was sent to 13 firms known or believed to be rerollers, as well
as to the primary brass mills. 1/ Six of the 13 tirms provided data in
response to the questionnaire. 2/ Of the remaining seven firms, three
indicated that they had not produced or rerolled C20000-series brass sheet and
strip during the period covered by the investigations, three indicated that
the amounts of rerolled C20000-series brass sheet and strip were negligible,
one is out of business. 3/4/ The rerollers that provided data in response to

the Commission's questionnaire are discussed below,

Bridgepbrt Rolling Mills Co. (Brimco), Stfatford, CT, which * % %, is a
wholly owned subsidiary of ATCO Industries, Inc., Stratford, CT. Brimco

1/ Some of the brass mills have captive rerollers, e.g., Olin's Somers Thin
Strip facility in watorbury, crT. . _ N L

2/ In addition, Bryan Metals, Bryan, OH, a reroller wholly owned by
Br1dqeport Brass Corp., provided data separately from Br1dgeport s
gquestionnaire response.

3/ Volco Brass & Copper Co., Kenilworth, NJ caased to reroll brass sheet
and strip in August 1985, and has since gone out of bhusiness. % % ¥ of Volco
stated in a Mov. 10, 1986, telephone conversation. that Volco's sales in 1984
(the last full year of its operation) amounted to $xx% . of which approximately
¥*%% percent consisted of brass strip. % % ¥ of Volco's business consisted of
brass wire. The principal reason for Volco's demise was "imports,"” not only
of C20000-series brass sheet and strip but also of other brass and brass
consumer products.

4/ In addition, Century Brass Products, Inc , waterbury, CT, ceased to cast
brass in 1981, and instead concentrated on rerolling. * ¥ ¥ of Century stated
in a telephone conversation that in order to cope with foreign competition,

Century % % ¥, Cantury's total purchases of reroll amounted to "¥ ¥ %
However, Contury reroll mill went out of business in 1985 because of
"k K K" Century is now a general products company that mdnu1d<tures a némber

of dlfferent items, e.g., hose couplings.
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purchases its €20000-series brass strip for rerolling from * * % and then
sells the sheet and strip that it rerolls. Brimco's rerolling facility is
located in Strattord, CT.

Bryan Metals, which * % %, is a wholly owned subsidiary of Bridgeport
Brass Corp., but reported its data separately from Bridgeport Brass Corp.
Bryan purchases its C20000-series brass strip for rerolling from ¥ ¥ % and
then sells the sheet and strip that it rerolls. Bryan's rerolling facility is
located in Bryan, OH.

Eastern Rolling Mills, Inc., Bronx, NY, which % % %, only provided data
on its * % %, Eastern's rerolling facility is located in Bronx, NY.

Heyco Metals Inc., Reading, PA, which ¥ ¥ ¥, is a wholly owned subsidiary
of Heyco Inc., Kenilworth, NJ. Heyco Metals Inc. has two sister firms owned
by Heyco Inc.: (1) Heyco Metals West, Inc., Ontario, CA, which is a
distributor that opened in June 1984, and (2) Heyco Stamped Products, an end
user. Heyco Metals Inc. purchases C20000-series brass strip for rerolling
from ¥ % %, and then sells the sheet and strip that it rerolls Heyco Metals
Inc.'s rerolilng facility is located in Reading, PA.

New England Brass Co., Taunton, MA, * *® %, New England Brass Co. only
provided data on its * % ¥, _

Scott Brass, perhaps the % %® %, % % %,

The Thinsheet Metals Co., Waterbury, CT, which ¥ % ¥,  is a wholly owned
subsidiary of Nisshin, Inc., New York, NY. Thinsheet purchases its
C20000-series brass strip for rerolling from * * ¥ and then sells the sheet
and strip that it rerolls. Thinsheet's rerolling facility is located in
Waterbury, CT,

U.S. importers

Information provided by the U.S. Customs Service identified over 100
importers of brass sheet and strip from Brazil, Canada, France, Italy, Korea,
Sweden, and West Germany during fiscal years 1983-85 and January-June 1986, of
which over 30 are identitied as ‘importers from Brazil, Canada, and Korea.

Most of the importers imported only small quantities. The Commission sent
questionnaires to all the known major importers and also to a number of
medium-sized and small importers. Twenty-six importers, of which 1% imported
from Brazil, Canada, or Korea, provided data in response to the Commission's
questionnaire. The principal importers from Brazil, Canada, and Korea are
discussed below.

Brazil.-—The principal importer from Brazil ¥ % ¥, % ¥ ¥ gccounted for

kX% percent and *%% percent, by quantity, of official U.S. imports of brass
sheet and strip from Brazil in 1984 and 1985, respectively. * % % % % ¥,

Canada.-~The principal importer from Canada is not known because the
Customs net import file, a major source of names and addresses of importers in
Commission investigations, identifies as "importers of record" from Canada A-16
X % X, The reason for ¥ ¥ ¥ on importations of brass sheelt and strip. The

three Canadian exporters of brass sheet and strip to the United States each
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provided the Commission with data on their exports of brass sheet and strip to
the United States. The principal exporter from Canada is * % ¥ % X %
accounted for *%% percent, by guantity, of reported exports of €20000-series
brass sheet and strip from Canada to the United States in 198%.

kA% percent, by quantity, of U.S. imports of brass sheet and strip from Korea
in 1985, * %® ¥ imports of brass sheet and strip in 1985 consisted of
C20000-series brass sheet and strip. % * %,

K X % praeported imports of C20000-series brass sheet and strip during the
period covered by the investigations. Their imports amounted to a total of
*%% pounds in 1983 from ¥ % %; %¥X% pounds in 1984 from % % %; X% pounds in
1985 from * ¥ ¥; ¥x% pounds during January-June 1985 from * % ¥; and *xx
pounds during January-June 1986 from %* ¥ %, 1/

* % % reported imports of C20000-series brass sheet and strip during the

period covered by the investigations., % % ¥ % % % % % % The amounts
imported by * * ¥ were X%, ¥ ¥k ¥,

Channels of distribution

U.8. brass mills and importers of brass sheet and strip use the same
channels of distribution. Brass sheet and strip is either consumed captively
or by related parties, or is sold to unrelated rerollers, distributors, or end
users. Approximate shares of domestic shipments of (20000-series bhrass sheet
and strip by brass mills and by importers to various types of customers in
1985 are presented in the following tabulation:

Domestic shipments Domestic shipments
of brass mills of importers 1/
Type of customer (Percent) (Percent)
Related:
Rerollers................ MR KN
Distributors............. KAH AHR
End users................ FHn HHeA
Unrelated:
Rerollers......... ..., KR 14
Distributors............. KKK 36
End users................ L 42

The only reroller to provide data on its shipments by type of customer
in 1985 was * ¥ ¥, Approximately *X¥ percent of ¥ ® ¥'s prass sheet and strip
was used captively or by related parties, ¥t percent was sold to unrelated
distributors, and *X% percent was sold to unrelated end users.

A-17

1/ In addition, the % % %, % % %,
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Consideration of Alleged Material Injury

In order to gather data on the question of material injury to the U.S.
industry producing brass sheet and strip, questionnaires were sent to the nine
brass mills listed in the petition and to three other firms that were believed
to have brass casting capabilities. Questionnaires were also sent to 13 firms
that were known to be rerollers or were believed to have rerolling
capabilities. The aggregate data appearing in this section of the report are
for the nine brass mills that currently produce brass sheet and strip. The
three other companies bhelieved to have casting capabilities did not produce
brass sheet and strip. Separate data are presented for the rerollers that
provided usable data in response to the Commission's questionnaire.

U.S. production, capacity, and capacity utilization

brass mills 1ncreaaed by 11.2 percent from 1983 to 1984 and then decreased by
17.3 percent in 1985 (table 3). Production was 7.9 percent lower in 1985 than
in 1983, Production during January-June 1986 amounted to 201.4 million
pounds, representing a decrease of less than 0.05 percent compared with the
level of production in the corresponding period of 1985, C20000-series brass
sheet and strip accounted for 92.5 percent of total production of brass sheet
and strip in 1983, 92.1 percent in 1984, 90.1 percent in 1985, 90.9 percent
during January-June 1985, and 91.3 percent during January-June 1986.

The Commission requested brass mills to provide data on their end-of-—
period and average-for-period practical capacity 1/ for 1983-85,
January-June 1985, and January-June 1986. Since most of the equipment used to
produce C20000~series brass sheet and strip can also be used to produce other
types of brass sheet and strip (and vice versa), a number of firms reported
the same capacity figure for C20000-series brass sheet and strip and for all
brass sheet and strip. Other firms made allocations based on product mix. It
is important to realize that the period-—-to-period capacity tluctuations and
the variations between end-of-period and average-for—period capacity shown in
table 3 are heavily influenced by product mix, ¥ ¥ %, 2/ and do not clearly
indicate the extent of equipment addition or dismantling that would normally
lead to capacity variations. The only significant known capacity variations
that are due to the addition or dismantling of equipment durlng the period
covered by the investigations are-—

(1) a net capacity increase by * % ¥ of approximately *%% pounds in * % %
due to investments in new X % % capabilities;

(2) an undetermined capacity decrease hy ¥ ¥ X in ¥ ¥ % due to the
installation of * ¥ % equipment; 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
operations.

"’.g/ X% | A-18

3/ When asked how the installation of new equipment can result in a decrease
in capacity, ¥ ¥ ¥ stated in a telephone conversation that with the % % %
equipment that was installed, less metal needs to be cast to achieve the same
final output than under the chill casting method previously used by % ¥ %,
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Table 3.-Brass sheet and strip: U.$. production, practicai capacity, 1/
and capacity utilization of brass mills, 1983-85, January-June 1985, and
January-~June 1986

January—-June—-
Item ‘ _ 1983 1984 1985 ' 1985 1986

Production: 2/ S S
C20000-series hrass sheet
and strip 3/ : '
1,000 pounds.. 411,929 458,232 378,873 ° 201,494 201,405
ALl brass sheet and , - , )
strip...... 1,000 pounds.. 445,454 497,433 420,522 221,641 220,505
Practical capacity: 1/ . o '
C20000-series brass sheet
and strip..1,000 pounds.. 604,838 610,995 - 639,521 319,649 303,766
ALl brass sheet and strip ' ‘
1,000 pounds.. 648,170 657,189 592,328 345,552 ° 330,488
Capacity utilization:
C20000-series brass sheet

and strip....... percent. . 68.1 75.0 ' 59,2 63.0 66.3
ALl brass sheet and strip o
percent. . 68.7 75.7 - 60.7 64.1 66.7

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
operations. '

2/ Production is slightly overstated because * * ¥ did not report its
production data on a finished goods basis, i.e., it included brass that was
cast and later converted to scrap. ¥ ¥ ¥ accounted for *%% percent of U.S.
brass mills' total shlpments in 1985,

3/ Includes small amounts of material (less than *%x% percent of total brass
mills' production in each year or period) that was dpparently double counted
by % % % of the brass mills.

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

A-19
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(3) an undetermined capacity increase by % % % in % % % due to the
installation of new equipment to * X ¥;

(4) a capacity decrease of approximately **% pounds in * ¥ % due to the
* * 'X'; and :

(5) an increase in annual capacity of approximately %% pounds (or ¥*¥x
pounds for January-June 1986) due to the * % %,

The principal observation that can be made from the capacity data in
table 3 is that capacity appeared to increase in 1985 and decrease during
January-June 1986 compared with capacity in the corresponding period of 1985,
but even this observation may be largely the result of variations in product
mix * % * and the effect of such variations on the capacity data.

Capacity utilization, as presented in table 3, increased in 1984,
decreased in 1985 to levels below those of 1983 and 1984, and increased during
January-June 1986 compared with the capacity utilization rate in the
corresponding period of 1985,

st retsstomsaeesisgresssatere

production data in response to its questionnaire because rerollers do not cast
any brass, although they may be involved in subsequent stages of the
producing/rerolling process. Three rerollers provided data on their capacity
to reroll C20000-series brass sheet and strip; these capacity data are also
influenced by product mix. The three rerollers' aggregate capacities are
presented in the following tabulation: )

apacity to reroll

Period (million pounds)
1983, ..., vl e 53,2
1984........ e . 56.2
1085, o e 55,4
January-June-—
1985 . ot 1/ ¥xx
1986, .. 1/ ek

1/ * % % did not report its capacity data for the partial-year periods
covered by the investigations.

U.5. producers' shipments

transfers) of €C20000-series brass sheet and strip by brass mills increased

from 407.9 million pounds in 1983 to 462.5 million pounds in 1984, or by 13.4

percent, then decreased to 375.4 million pounds in 1985, or by 18.8 percent

(table 4). U.S. brass mills' domestic shipments during January-June 1986

amounted to 203.9 million pounds, representing a decrease of 0.4 percent

compared with the 204.6 million pounds shipped in the corresponding period of

1985,

: A-20
Trends for the U.S. brass mills' intracompany and intercompany transfers

differed trom those tor the brass mills' other domestic shipments, showing
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Table 4.-Brass sheet and strip, C20000-series: Shipments of U.S. brass mills,
by types, 1983-8%, January--June 1985, and January-June 1986

January-June--

Item 1983 1984 1985 1985 1986

Quantity (1,000 pounds)

Intracompany and
intercompany transfers. . bt Lkt KK Kk o
Domestic shipments,
excluding reroll:

Tol) 1/2/3/............. 100,616 113,945 87,163 46,012 52,349

Other than toll 1/2/.... 150,445 169,698 134,850 69,729 71,564
Domestic shipments

of reroll 4 / ,2/ ,,,,,,,,,, XX XK WX Hexx KK

Subtotal, domestic
shipments (including
intracompany and inter-
company transfers) 3/... 407,919 462,456 375,386 204,619 203,898
Export shipments.......... KUK G/ KAK G/ ANK 6/ AAK kel
Total 3/.............. HoHen Nk Hern Kok FKen

Value (1,000 dollars)

Intracompany and
intercompany transfers,. KKK b NexH Kdek R
Domestic shipments,
excluding reroll:

Toll 1/2/3/7/........... KRR KRR HHH I HHH

Other than toll 1/2/.... alai KUK KHH KKK KRR
Domestic shipments

of reroll 4/5/.......... UK R HeHe HHR WA
Export shipmgngs .......... it KnK KKK AW HAA

1/ % ¥ % was not able to provide separate data for its toll and other-than-toll
shipments. However, * ¥ ¥ astimates that ¥*%X percent of its shipments of
C20000-series brass sheet and strip are on a toll basis. % % %¥'s data included
in this table are based on the X% percent estimate.

2/ Includes an undetermined amount of shipments of reroll by *® % ¥ % % %
accounted for *%% parcent of U.5. brass mills' total shipments of C20000-series
brass sheet and strip in 1985,

3/ Includes small amounts of material (less than ¥¥X percent of total brass
mills' production in each year or period) that was apparently double counted by
X ¥ ¥ of the brass mills. ‘

4/ Excludes * ¥ %, which was not able to provide separate data on its domestic
shipments of reroll.

5/ % ¥ ¥ of the domestic shipments of reroll are on a toll basis.

6/ Most of the exports were % ¥ %,

Source: Compiled from data submitted in response to questionnaires of the Ao§.
International Trade Commission.
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comparatively larger increases in 1984, smaller declines in 1985, and
decreases during January-June 1986 compared with intracompany and intercompany
transfers during January-June 1985 (whereas all other domestic shipments
increased during January-June 1986).

U.S. brass mills' domestic shipments of reroll 1/ increased t'rom *x%
million pounds in 1983 to **% million pounds in 1984, or by 2.1 percent, then
decreased to *¥¥ million pounds in 1985, or by 27.1 percent (table 4). U.S.
brass mills' domestic shipments of reroll during January-June 1986 amounted to
*%% million pounds, representing an increase of 3.2 percent trom the level of
domestic shipments of reroll in the corresponding period of 1985,

The value of U.S. brass mills' domestic shipments tended to increase in
1984 and decrease in 1985. The value of intracompany and intercompany
shipments decreased during January-June 1986 compared with the value of
intracompany and intercompany shipments during January-June 1985, whereas the
value of all other domestic shipments increased. Total value data are not
presented in table 4 because of the distortions that could occur if toll
shipments, which exclude metal value, are added with other-than-toll shipments
which include metal value. 2/ The presentation of unit value data are also
not deemed appropriate.

U.S. brass mills' export shipments % % ¥ during 1983-85; however, export
shipments were a small fraction of total shipments of (20000-series brass
sheet and strip in each period, reaching a maximum of XXX percent, by
quantity, in % % % The quantity of export shipments decreased during
January-June- 1986 compared with the quantity of export shipments in the
corresponding period of 1985 (the value of export shipments appears to have
increased only because metal values were included in January-June 1986 exports
but not in January-June 1985 exports). Most of the export shipments during
the period covered by the investigations were % % ¥, Most of the remainder of
U.S. brass mills' exports were to * % ¥,

Commission's questionnaire. Aggregate shipments of C20000-series brass sheet
and strip by six of the rerollers are presented in the following tabulation: 3/

Rerollers' shipments

Period (1,000 pounds)
1983 . . e 39,996
1984, . .. 50,826
1985, . 39,422
January--June--

1985, ... 20,707
1986, ... . 25,176

1/ Excluding * % %, which was not able to provide data on its domestic
shipments for rerolling. % ¥ % accounted for X*% percent of U.S. brass mills'
total shipments of C20000-series brass sheet and strip in 1985,

2/ At least one rirm included metal value in its toll value data.

3/ In addition, * % ¥ shipped an estimated annual average of ¥%%¥ pounds of
C20000~series brass sheet and strip in its fiscal years (ending in June) A2
198385, Information was nolt reported on ¥ % X 1986 fiscal year.



A--23

Shipments of C20000-series brass sheet and strip by the six rerollers
increased by 27.1 percent in 1984, decreased by 22.4 percent in 1985, and
increased by 21.6 percent during January-June 1986 compared with their
shipments in the corresponding period of 1985. The amounts shipped by
rerollers should not be aggregated with the brass mills' shipments because
doing so would double count shipments that rerollers purchased from the brass
mills and that have been reported in the brass mills' data.

U.S. producers' inventories

herein are on a 11n13hed goods ba31s * X K, a large producer, also reported
* % % amounts of work-in-progress inventories, but ®* * *'s work—in—progress
inventories are not presented here because virtually all the other brass mills
reported inventories on a finished-goods basis only. 1/ The brass mills'
end-of-period inventories of C20000-series bhrass sheet and strip are presented
in the following tabulation: :

Share of brass mills'
total shipments

during the

Inventories 1/ preceding period
Date (1,900 pounds) (percent)

Dec. 31w .

1982, i 2/ ¥x : .3/

1983, .. i . L 3

1984, . ... .. .o WA HHK

1985. . ... . i i e KKK KoK
June 30~

1985, ...t 25 4/ Wk

1986......... e WK - YA

1/ * % *'s inventories, which amounted to X% pcunds as of Dec. 31; 1982;
Knx pounds as of Dec. 31, 1983; ¥XX pounds as of Dec. 31, 1984; ¥X% pounds as
of Dec. 31, 1985; X%X%¥ pounds as of June 30, 1985; and *%X¥ as of. June 30, 1986,
include some work-in-progress inventories and may also include some inventories
of brass sheet and strip other than C20000-series brass sheet and strip.

2/ Excludes inventories for * ¥ %, which did not report inventory data as of
Dec. 31, 1982, % % %¥'s inventories as of Dec. 31:of 198385 averaged XX
pounds .

3/ Not available.

4/ Based on annualized shlpment datd

The brass mills' inventories of €20000-series brass sheet and strip
dacreased by **% parcent between December 31, 1983, and December 31, 1984, and
decreased by *%% parcent as of December 31, 1985. Inventories on June 30,
1986, were 6.0 percent below the level of inventories on June 30, 1985.

1/ * % % reported inventories of primarily finished goods, but also indYuded
some work-—-in-progress inventories.
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As a share of the brass mills' total shipments during the preceding
period, inventories decreased as of December 31, 1984; decreased slightly as
of December 31, 1985; and decreased as of June 30, 1986, compared with the
share as of June 30, 1985,

brass shoot and strlp in response to the Commission's questlonnalre * % *‘
inventories of C20000-series brass sheet and strip are presented in the
following tabulation:

Inventories
Date (1,000 pounds)

Dec. 31~

1982, ... e HHH

1983, ... .. e WK

1984, .. ... ... . L e KR

1985 . ... . i e WK
June 30—

1985 . ... . et

1986........... e e ARK

Employment and wages

Brass mills.-—The brass mills' employment, hours worked, wages paid, and
total compensation paid increased from 1983 to 1984, decreased in 1985 to
levels below those of 1983, and decreased during January-June 1986 compared
with levels in the corresponding period of 1985 (table 5). Average hourly
wages and output per hour worked increased in each year and partial-—year
period covered by the investigations. ‘

In response to a question in the Commission's questionnaire, seven of the
nine brass mills reported that they reduced the number of production and
related workers producing C20000-series brass sheet and strip by at least 5
percent, or by 50 workers, during the period covered by the investigations.
Firms were requested to report the date of each reduction, the number of
workers af'fected, the reason for the reduction, and the duration of the
reduct1on Virtually all the brass mills reported reductions in 1984 or 1985
or both years. The total number of workers for which specific reductions were
reported was **% in 1983, 285 in 1984, 469 in 1985, and *** during
January-June 1986. Specific reasons cited by various firms for their
reductions include "lack of work,” "business slowdown,™ "low volume," "loss of
business due to imports," and "to combat deteriorating market prices driven by
foreign, predatory pricing."

ALl of the brass mills indicated that their production and related
workers producing C20000-series brass sheet and strip are unionized, with the
exception of those employed at Chase Brass and Copper's new facility in
Shelby, NC. Unions cited include each of the four unions that are
copetitioners in these investigations as well as several other unions,

A-24
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Table 5.-—Average number of U.S. brass mills' employees, total and production
and related workers, producing all products and those producing brass sheet
and strip; hours worked by and wages, total compensation, and average hourly
wages paid to such workers; and output per hour worked in producing brass
sheet and strip, by types, 1983-8%5, January--June 1985, and January-June 1986

January-—Juna---
Item 1983 1984 1985 1985 1986

Average number of employees..... 6,859 7,041 6,187 6,462 5,669
Production and related
workers producing-

All products.................. 4,906 5,115 4,374 4,548 4,082
ALl brass sheet and strip..... 2,008 2,115 1,797 1,830 1,713
C20000~series brass sheet

and strip........... e 1,728 1,790 1,501 1,528 1,447

Hours worked by production
and related workers
producing 1/--

All products..... i,000 hours. . 9,487 9,924 8,011 4,246 3,734
All brass sheet and strip
1,000 hours. . 4,271 4,594 3,688 2,006 1,800
C20000-~-series brass sheet
and strip...... 1,000 hours. . 3,568 3,856 3,048 1,621 1,505

Wages paid to production and
related workers producing--
All products...1,000 dollars.. 108,176 115,847 94,469 50,022 47,348
ALl brass sheet and strip
1,000 dollars.. 47,785 53,016 43,383 23,534 22,670
€20000~seties brass sheet
and strip....1,000 dollars.. 40,847 45,210 36,383 19,264 19,037
Total compensation paid to
production and related
workers producing:
All products...1,000 dollars.. 143,792 150,306 122,549 65,345 61,120
ALl brass sheet and strip
1,000 dollars.. 64,212 69,201 57,816 30,958 30,082
20000~series brass sheet
and strip....1,000 dollars.. 54,057 58,653 48,249 25,127 24,811
Average hourly wages paid to
production and related
workers producing: 2/

ALY products. ................. $11.40° $11.67 $11.79 $11.78 $12.68
ALl brass sheet and strip..... $11.19 $11.54 $11.76  $11.73 $12.59
C20000~series brass sheet ‘

and strip..... ... .o $11.45 $11.72 $11.94 $11.88 $12.65

See footnotes at end of table.
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Table 5.-Average number of U.S. brass mills' employees, total and production
and related workers, producing all products and those producing brass sheet
and strip; hours worked by and wages, total compensation, and average hourly
wages paid to such workers; and output per hour worked in producing brass
sheet and strip, by types, 198385, January-June 1985, and January-June
1986-—-Continued

' January-June-—
Item 1983 1984 1985 1985 1986

Output per hour worked by
production and related
workers producing 3/-—

All brass sheet and strip

pounds.. 104.3 108.3 114.0 110.5% 122.5
€20000-series bhrass sheet
and strip......... opounds. . 115.5 118.8 124.3 124.3 133.8

1/ Excludes time paid for holidays and vacations by % ¥ %, ¥ ¥ % accounted
for *%% percent of the brass mills' aggregate shipments of C20000-series brass
sheet and strip in 1985,

2/ Average hourly wages are slightly overstated because * % * was not able to
provide data on its time paid for holidays and vacations.

3/ Output per hour worked is slightly overstated because * ¥ * was not able to
provide data on its time paid for holidays and vacations.

Source: Compiled from data submitted in response to questionnaires of the
U.5. International Trade Commission.

provided such data showed slight increases in 1984, decreases in 1985, and
increases during January-June 1986 compared with level of employment in the
corresponding period of 1985. The number of production and related workers,
hours worked, and wages paid for the four rerollers amount to less than 5
percent of the brass mills' aggregate data for such indicators.

overall operations of their establishments within which C20000-series brass
sheet and strip are produced, as well as on their operations producing all
brass sheet and strip and those producing only C20000-series brass sheet and
strip. 1/ Three of these brass mills provided separate financial data on
their operations producing C20000-series brass sheet and strip for reroll.

-1/ The firms are ¥ ¥ ¥, The six firms accounted tor XX¥ percent of u.s.
brass mills' total shipments of C20000-series brass sheet and strip in 1985., 5¢
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Overall establishment operations.-Aggregate income-and-loss data on
overall establishment operations are presented in table 6. Overall
establishment sales of the six brass mills rose From $*%% million in 1983 to
$*x% million in 1984, representing an increase of ¥¥% percent. During 1985,
however, sales declined to $**% million, or by *%% percent compared with the
level of sales in 1984.

Operating income improved dramatically in 1984 to $%%% million, up ¥¥x%
percent from the $%% million reported for 1983. During the 1985 accounting
year, however, the trend was reversed, as operating income fell by %¥% percent
to $xx% million. The operating margins for the brass mills during the 198385
period were %% parcent, ¥¥X percent, and ¥*% percent, respectively. None of
the tirms experienced operating losses during 1983 or 1984. Three firms
reported operatlng lossas durlng 1985,

During the 1nter1m period ended June 30, 1986, aggregate net sales
totaled $398.4 million, down 6.3 percent from net sales of $425.1 million
reported during interim 1985. 1In spite of the decline ‘in net sales from
interim 1985 to interim 1986, operating income jumped to $25.9 million during
interim 1986, up 56.2 percent trom the $16.6 million reported during interim
1985. The increase in operating income was due to a sharp decline in general,
selling, and administrative expenses during the 1986 interim period, as well
as a drop in the cost of goods sold. The operating margins for the 1985 and
1986 interim periods were 3.9 percent and 6.5 percent, respectively. One firm
reported an operating loss during both interim periods. ‘ ‘

Operations producing all brass sheet and strip.-—Aggregate income
and loss data for the six brass mills are presented in table 7 for these
operations. Net sales of all brass sheet and strip increased to $406.5
million during 1984, up 12.8 percent from the $360.3 million reported in
1983. Sales declined, however, durlng 1985 to $339 O million, down 16.6
percent from the level of sales in 1984.

Operating income increased significantly from $14.0 million in 1983 to
$23.3 million in 1984, or by 67.2 percent. During 1985, however, operating
income fell sharply to $2.5 million, representing a decline of 89.5 percent
compared with the level of operating income in 1984. Operating margins during
198385 were 3.9 percent, 5.7 percent, and 0.7 percent, respectively. One
firm reported an operating loss in 1983, no losses were reported during 1984,
and three firms experienced operating losses in 1985,

During the interim period ended June 30, 1986, net sales totaled $178.6
million, down 3.0 percent from net sales of $184.1 million reported during
interim 1985. In spite of the decline in net sales from interim 1985 to
interim 1986, operating income jumped. to $5.3 million during interim 1986, up
substantially from the operating income level of only $1.3 million reported
for interim 1985. The increase in operating income was due to a decline in
general, selling, and administrative expenses during the 1986 interim period,
as well as a drop in the cost of goods sold, in particular, other factory
costs (which include depreciation and amortization). 1/ The operating margins

AT
1/ Depreciation expense declined significantly during interim 1986 bhecause
of the ¥ % %,
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Table 6.-—Income-and-loss experience of 6 U.S. brass mills on the overall
operations of their establishments within which C20000-~saries brass sheet
and strip are produced, accounting. years 1983-85, and interim periods ended
June 30, 1985, and June 30, 1986 '

Interim period
ended June 30 1/-—-

Item - 1983 1984 1985 1985 1986 2/
Net sales....... 1,000 dollars.,. Ll L Ll 425,141 398,401
Cost of goods sold....... do.... _¥xx fakadad *xkx 366,776 337,393
Gross profit............. do.... Latad L KXH 58,365 61,008

General, selling, and admin--
istrative expenses

, 1,000 dollars. . fadakal fakalal akakal 41,794 35,120
Operating income......... do.... AXK KRR Lt 16,571 25,888
Interest expense ........ do.... Lt L *xk 2,325 6,385
Other income or (expense),

net........... 1,000 dollars. . Lokl Rl (HxK) (6,323) 89
Net income before income
taxes......... 1,000 dollars. . *xx Hxxn Kk 7,923 19,592

Depreciation and amortization
expense included above

1,000 dollars.. fatakad Lkl okl 10,904 8,114
Cash-flow................ do.... AR L Lafard 18,827 27,706
As a share of net sales:

Cost of goods sold..percent.. lalatd *xx Hxn 86.3 84.7
Gross profit........... do.... ARK Lt L] 13.7 15.3

General, selling, and
administrative expenses

percent. . Lt Hxh *xK 9.8 8.8

Operating income....... do.... Lt Lt Ll 3.9 6.5
Net income before income

taxes............. percent. . KNR Lt ANK 1.9 4.9
Number of firms reporting

operating losses............. 0 0 3 1 1

Mumber of firms reporting...... 6 6 6 6 6

1/ Interim data covering the 6-month period from Jan. 1 to June 30 provided by
5 tirms. Interim data covering the 8-month period from Nov. 1 to June 30
provided by 1 firm.

2/ % % ®'s interim 1986 data ¥ % % C20000-series brass sheet and strip.

Source: Compiled trom data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 7.-Income-and—loss experience of 6 U.S. brass mills on their operations
producing all brass sheelt and strip, accounting years 1983-8%, and interim
periods ended June 30, 1985, and June 30, 1986

Interim period
ended June 30 1/

Item 1983 1984 1985 1985 1986 2/
Net sales........ 1,000 dollars.. 360,313 406,471 338,989 184,082 178,578
Cost of goods sold........ do.... 323,636 360,894 312,605 168,924 160,564
Gross profiit.............. do.... 36,677 45,577 26,384 15,158 18,014

General, selling, and admin-
istrative expenses
1,000 dollars.. 22,727 22,255 23,933 13,854 12,734

Operating income....,..... do.... 13,950 23,322 2,451 1,304 5,280
Interest expense.......... do.... 859 1,807 2,932 1,552 2,745
Other income, net......... do.... 808 523 439 519 131
Net income or (loss) before

income taxes...1,000 dollars.. 13,899 22,038 (42) 271 2,666
Depreciation and amortization
expense included above

1,000 dollars.. 7,244 8,929 10,457 5,040 3,614
Cash flow ................ do.... 21,143 30,967 10,415 5,311 6,280
As a share of net sales:
Cost of goods sold...percent.. 89.8 88.8 92.2 91.8 89.9
Gross profit............ do.... 10.2 11.2 7.8 8.2 10.1
General, selling, and
administrative expenses
percent. . 6.3 5.5 7.1 7.5 7.1
Operating income........ do.... 3.9 5.7 .7 .7 3.0
Net income or (loss) before
income taxes....... percent. . 3.9 5.4 3/ .1 1.5
Number of firms reporting
aperating losses.............. 1 0 3 3 1
Number of firms reporting....... 6 6 6 6 6

1/ Interim data covering the 6-month period from Jan. 1 to June 30 provided by
5 firms. Interim data covering the 8-month period from Nov. 1 to June 30
provided by 1 firm.

2/ ¥ % X's interim 1986 data ¥ * ¥ C20000-series brass sheet and strip.

3/ A loss of less than 0.05 percent.

Source: Compiled from data submitted in response to questionnaires of the
U.5. International Trade Commission.
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for the firms during the 1985 and 1986 interim periods were 0.7 percent and
3.0 percent, respectively. Three firms reported operating losses during
interim 1985 and one firm reported an operating loss during interim 1986.

Operations producing €20000-series brass sheet and strip.-Aggregate
income-and-—loss data for the six brass mills are presented in table 8 ftor
these operations. Net sales of (€20000-series brass sheet and strip increased
from $%%% million in 1983 to $**% million in 1984, representing an increase of
¥*%% parcent, then fell to $*%% million in 1985 for a decrease of ¥*% percent.
‘Operating income increased signitfiicantly from $***% million in 1983 to $xx*
million in 1984, representing an increase of *XX percent. During the 1985
accounting year, however, the trend was again reversed, as operating income
fell by ¥%% parcent to $X*% million. The firms' operating margins during the
198385 period were X%¥%¥ percent, X% percent, and *%¥ percent. * ¥ ¥ of the
six firms reported operating losses during 1983 or 1984. % % ¥ firms reported
operating losses during 1985.

During the interim period ended June 30, 1986, net sales totaled $154.4
million, down 4.2 percent from net sales of $161.2 million reported during
interim 1985. In spite of the decline in net sales from interim 1985 to
interim 1986, operating income jumped to $4.2 million during interim 1986, up
significantly from the $836,000 reported during interim 1985. The increase in
operating income was.due to a decline in general, selling, and administrative
expenses during the 1986 interim period, as well as a drop in the cost of
goods sold, in particular, other factory costs (which include depreciation and
amortization). 1/ The operating margins for the 1985 and 1986 interim periods
were 0.5 percent and 2.7 percent, respectively. Three firms reported
operating losses during interim 1985 and two producers experienced losses
during interim 1986.

The income-and-loss information of three brass mills on their operations

producing C20000-~-séries brass sheet and strip tfor rerall are presented in
appendix F.

Value of plant, property, and equipment-—The data provided by the
six brass tirms on their end-of-period investment in productive facilities in
which €20000-series brass sheet and strip are produced are shown in table 9.
The aggregate investment in productive facilities for all brass sheet and
strip, valued at cost, increased from $182.2 million in 1983 to $189.3 million
in 1984 and rose further to $209.4 million in 1985. The book value of such
assets increased from $81.5 million in 1983 to $109.2 million in 1984;
however, the book value declined to $90.6 million during 1985. Total reported
investment in productive facilities for C20000-series brass sheet and strip,
valued at cost, increased from $172.7 million in 1983 to $178.2 million in
1984 and rose further to $197.9 million during 1985, The book value of such
assets increased trom $77.8 million in 1983 to $104.4 million in 1984, then
fell to $8%.6 million during 1985,

During the interim period ended June 30, 1986, the asset valuation for
all brass sheet and strip, at original cost, totaled $165.6 million, down from
$205.3 million reported during interim 198%. Similarly, the book value of
such assats dropped from $89.7 million during interim 1985 to $60.1 million
A-30

1/ Depreciation expense declined significantly during interim 1986 because
of the * * X,
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Table 8. mmIncume~and loss exp@rience of 6 U . brass mills on Lh@ir operations

interim p@rlods end@d June 30 198f, and June 30, ]986

Interim period
o ended June 30 1/~
Item 1983 1984 1985 1985 1986 2/

Net sales........ 1,000 dollars.. %X KKK XK 161,160 154,350
Cost of goods sold........ do.... ¥xx adaad KK L 147,835 138,643

Gross profit.............. do.... *xX Ltard HHH 13,325 15,707
General, selling, and admin- :

1strat1ve expenses o : -
1,000 dollars,. X¥x falakad WKk 12,489 11,501

Operating income......... do.... ¥*x% KK Lt 836 4,206
Interest expense ......... do.... *xx KKk Horn 946 2,281
Other income, net......... do.... *®xX KKK KAK ‘160 88
Net income or (loss) before .

income taxes...1,000 dollars,. ¥*xx T KKK () - 50 2,013

Depreciation and amortization
expense included above

1,000 dollars.. *x* akakal fakakal 4,512 3,117
“Cashflow.................. do.... R *xx Hrn 4,562 5,130
As a share of net sales: ;
Cost of goods sold...percent.. ¥%xx alaty Kk 91.7 89.8
Gross profit............do.... Ax¥ ARK B ; 8.3 10.2

General, selling, and
administrative expenses

percent. ., ¥¥x% Hkek *xxk 7.7 7.4
Operating income........ do...., %x% AN Lratd : -] 2.7
Net income or (loss) before '
income taxes....... percent.. *x* L (XX%) 3/ 1.3
Number of firms reporting
operating losses.............. ORRR ARA ARK -3 -2
Number of firms reporting....... 6 6 6 : 6 ‘ 6

1/ Interim data covering the 6-month period from Jan.-1 to June 30 provided by

5 firms. Interim data coverlng the 8-month period from Nov. 1 to June 30
provided by 1 firm,
2/ ® ¥ X's interim 1986 data * ¥ ¥ C20000-series brass sheet and strlp

3/ An income of less than 0.05 percent.

Source: Compiled from data submitted in’ response to quest10nna1res of the
U.S. International Trade Commission.
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Table 9.-Brass sheet and strip: Value of property, plant and equipment hy
6 U.5. brass mills, accounting years 198385, and interim periods ended
June 30, 1985, and June 30, 1986

Interim period
ended June 30 1/-—
Item 1983 2/ 1984 1985 1985 1986 3/

All products of establishments:
Original cost..1,000 dollars.. 431,412 454,880 473,556 461,440 324,096
Book value.............. do.... 212,447 229,631 224,766 222,990 124,056
Number of firms reporting..... 5 6 6 6 6
All brass sheet and strip:
Original cost..1,000 dollars.. 182,236 189,309 209,402 205,258 165,579

Book value.............. do.... 81,497 109,167 90,584 89,696 60,127

Number of firms reporting..... 5 6 6 6 6
C20000-series brass sheet :

~ and strip: »

Original cost..1,000 dollars.. 172,736 178,206 197,876 193,708 153,291

Book value.............. do.... 77,765 104,386 85,555 84,733 54,982

Number of firms reporting..... 5 6 6 6 6

1/ Interim data covering the 6-month period from Jan. 1 to June 30 provided by
5 tirms. Interim data covering the 8-month period from Nov. 1 to June 30
provided by 1 firm.

2/ % % % was unable to provide 1983 asset valuation data.

3/ The asset valuations of ¥ % ¥ and, therefore, signiticantly affect the 1986
interim data. C

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

during interim 1986. Total reported investment in productive facilities for
C20000-series bhrass sheet and strip, valued at cost, fell from $193.7 million
in interim 1985 to $153.3 million in interim 1986. The book value of such
assets totaled only $55.0 million in interim 1986, down significantly ficom
$84.7 million reported in the interim period ended Jume 30, 1985. The asset
valuations of % ¥ % and, therefore, significantly aftfect the 1986 interim data.

. Capital expendlturesmwThe data provided by the six firms relative to
their capital expenditures for land, buildings, and machinery and equipment
used in the manufacture of C20000-series brass sheet and strip are shown in
table 10. Capital expenditures relating to all brass sheet and strip
decreased from $36.7 million in 1983 to $21.5 million during 1984 and further
declined to $8.0 million in 1985. Capital expenditures for the C20000-series,
which followed a similar downward trend, were reported as follows during
1983-85: $36.2 million, $20.3 million, and $7.4 million, respectively.

During the interim period ended June 30, 1986, total capital expenditures
for all brass sheet and strip totaled $3.0 million, down from $3.9 million
reported during the interim period ended June 30, 1985, Total capital
expenditures for the C20000-series were $3.6 million in interim 1985 and $2. QA32

, million in interim 1986,
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Table 10.-Brass sheet and strip: Capital expenditures by 6 U.S5. brass mills,
accounting years 1983-8%5, and interim periods ended June 30, 1985, and
June 30, 1986

Interim period
ended June 30 1/--
Item 1983 2/ 1984 1985 1985 1986

All products of the
establishments:
Land and land improvements

1,000 dollars. . MK KK XK KK KK
Building or leasehold
improvements.......... do.... L b Kk Latard HHeR
Machinery, equipment,
and fixtures.......... do.... akalal ekl Ladatal Eakalad kAt
Total............... do.... 43,335 35,906 14,900 7,415 6,991
Number of firms reporting..... 5 6 6 6 6

ALl brass sheet and strip:
Land and land improvements

1,000 dollars. . LS Kk R HHek Nk
Building or leasehold
improvements.......... do.... Lkt Gkt Hxx HHek L
Machinery, eqguipment,
and fixtures.......... do.... atadad faladed akadad falALAd il
Total............... do.... 36,728 21,535 7,994 3,900 3,016
Number of firms reporting..... 5 6 6 6 6

C20000~series brass sheet
and strip:
Land and land improvements

1,000 dollars. . E T NN KK KN HHeH
Building or leasehold
improvements.......... do.... KNk AHR HHeke it xR
Machinery, equipment,
and fixtures.......... do. ... Radatal Ratalad adalad akakad Hkk
Total....... e do.... 36,211 20,271 7,397 3,604 2,784
Number of firms reporting. . 5 6 6 6 6

1/ Interim data covering the 6-month period from Jan. 1 to June 30 provided by
5 firms. Interim data covering the 8-month period from NMov. 1 to June 30
provided by 1 firm.

2/ % ® % was unable to provide 1983 data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Research and development expenses.—Reported expenses on research and
development for the six reporting brass mills are shown in the following
tabulation for 198385 and interim periods 1985 and 1986 (in thousands of
dollars):

Interim period
ended June 30~

. : 1983 1984 1985 1985 1986
all series of brass sheet .

and strip.... ... .. ... HHK KRR KK HRR HhK
¢20000-series brass sheet ‘

and strip............... Hxx WK KW KK HHK

As shown above, research and development expenses, ¥ ¥ %, declined during
the period covered by the investigations.

oK X, prqv1ded the Commission w:th usable 1ncome»andwloss data. Although

some financial data were received from two other rerollers, it was too

limiting to be of any value and therefore not usable. Selected Income-and-loss
data on ¥ % ¥ overall establishment operations 1/ are shown in table 11.

Table 11.--Income-and-loss experience of 2 U.S§. rerollers on the overall
operations of their establishments within which C20000-~series brass sheet
~and strip are rerolled, accounting years 1983-85, and interim periods ended

June 30, 1985, and June 30, 1986

Interim period
ended June 30 1/~

Item _ 1983 1984 1985 1985 1986
Net sales:
LR I 1,000 dollars. . KKK KK KKK XK HHK
* K )('do XK KKK KKK KXW HHN
Total. .. v ee e, do.... k3. %3 KK HHK 3. 2.3 Werr
Operating income or
(loss):
* K K, 1,000 dollars..  (%Kx) - Yok . -
* R K Codo. ... - Hox Hok H .
Total. .o ovrnrr.... do....  (%kx) *wK - K wK

Operating income or (loss)
as a share of net sales:

WX X, ..., percent. . QL)) KRR KKK KKK KK
XK K, L.do. ... CORRK K KN% HRK M
Weighted average..do.... (HKK) ] Hekek HHK KRR

1/ % % % provided interim data covering the 6-month period from Jan. 1 to

June 30 (accounting year ends Dec. 31) and ¥ ¥ ¥ provided interim data covering
* % %,

Source: Compiled from data submitted in response to questionnaires of the
U.s. International Trade Commission.
A-34

1/ % % % to its operations producing C20000-series brass sheet and strip,
whareas ¥ % ¥ estimated thal its C20000-series operations accounted for ¥
percent of its overall establishment operations.



U.S. producers' statements on the impact of imports on Lhe1r growth
investment, and ability to raise capital

Seven brass mills and three rerollers responded to a question in the
Commission's questionnaire that requested a description and explanation of the
actual and potential negative effects, it any, of imports of €20000-series
brass sheet and strip from Brazil, Canada, France, Italy, Korea, Sweden, or
West Germany on each Firm's growth, investment, and ability to raise capital.
In summary, the brass mills stated that low prices of the subject imports have
resulted in low protit margins and have prevented them firom obtaining a
sufficient return to sustain the capital investments required to finance
continued plant expansion and modernization. The brass mills indicated that
the situation will become even worse unless relief is obtained firom the
unfairly low-priced subject imports. The responses of the three rerollers
that commented, * ¥ %, are presented below:

Consideration of the Question of
Threat of Material Injury

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.3.C. 1677(7)(F)(1))
provides that -~ '

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
1mportat10n) of any merchandise, the Commission shall consider,
among other relevant tactors 1/ ’

(I) If a subsidy is involved, such information asvméy he
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),

(I1) any increase in production capacity or existing unused

capacity in the exporting country likely to result in a
significant increase 1n imports of the merchandise to the
United States,

(ITX) any rapid increase in United States market péneLr&tion"

and the likelihood that the pen@tratlon will increase to an
injurious level,

1/ Section 771(7)(F)(ii) of the act (19 U.S5.C. 1677(7)(F)(ii)) provides that
"Any determination by the Commission under thls title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of maere A-35
conjevture or supposition.”



A-36

(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, N

(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 tor importation) of the
merchandise (whether or not it is actually being imported at the
time) will be the cause of actual injury, and

(VIII) the potential for product-shifting if production facilities
owned or controlled by the foreign manufacturers, which can be used
to produce products subject to investigation(s) under section 701 or
731 or to tinal orders under section 736, are also used to produce
the merchandise under investigation.

The available information on the nature of the subsidies found by the
Department of Commerce (item (I) above) is presented in the section of this
report entitled "The nature and extent of subsidies and sales at LTFV;" the
available data on foreign producers' operations (items (II) and (VI) above)
and on the potential for “product-shit'ting" (item VIII) are presented in the
section entitled "Capacity of foreign producers to increase exports;" and
information on the volume, U.S. market penetration, and pricing of. imports of
the subject merchandise (items (III) and (IV) above) is presented in the
section entitled "Consideration of the causal relationship between alleged
material injury or the threat thereof and the LTFV and/or subsidized
imports.”" Available information on U.S. importers' inventories of the subject
products (item (V)) and on U.S. importers' current orders of imported
material is presented below.

U.S. importers' inventories

U.S. importers' inventories are not very meaningful in these
investigations because many, if not most, shipments are made directly from the
foreign producers' plants to U.S. customers through orders placed with the
actual U.S. importers, which often are U.S5. agents of the foreign
manufacturers. Further, some of the U.S. importers that do maintain
inventories combine inventories of foreign and domestic brass sheet and strip
and were unable to determine inventories by country of origin. The data
collected on U.5. importers' end-of-period inventories of (20000-series brass
sheet and strip from the 14 importers that reported inventory data are
presented in table 12.
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Table 12.-Brass sheet and strip, C20000-series: U.S. importers' end-of-period
inventories, by countries, Dec. 31 of 1982-85, June 30, 1985, and
June 30, 1986

(In thousands of pounds)

June 30 offw-
Ttem 1982 1983 1984 1985 198% 1986
Country of origin:
Brazil. . .o, HoHH HRK FHeNe RN HxH FRH
Canada. « oot WA KHH HRA KKK HHH KWH
FranCe. .. .ov v v 323 K WX N N NN
Ttaly. .. .ooovn s, KR KKK WKW HNH KWW HeHH
KOrea. . . oo s e e e e e e 1/ X% 1/ ¥xx K KR AN AR
sweden. . ... T T XN HRH KWW XN
West Germany............ fakaked Mk ataad KKK oK F3 213
Subtotal.............. 1/1,211 1/1,597 2,680 4,428 2,081 1,841
All other or not
specified 2/........ 315 695 2,606 3,037 2,122 2,086
Total................. 171,526 1/2,292 5,286 7,465 4,203 3,927

1/ % % % did not report its inventories as of Dec. 31, 1982, and Dec. 31, 1983.
2/ Includes some inventories of imports from 1 or more of the 7 countries
subject to the Commission's investigations and some inventories of
U.S.~produced brass sheet and strip.

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

Reported U.S. importers' aggregate inventories of their imports from the
countries subject to the current investigations increased as of December 31 of
each of the years covered by the subject investigations and decreased as of
June 30, 1986, compared with the level of inventories on June 30, 1985.

U.8, importers' current orders of imported C20000-series brass sheelt and strip

The Commission's questionnaire requested importers to specify the amount
of imports of C20000-series brass sheet and strip on order. Nine importers
indicated that they had material on order. The quantities ordered and
countries of origin are presented in the following tabulation:

Imports on order

Source (1,000 pounds)

Brazil, . ... o . e HKHK
CaNAUR . o v v v i e KKK
= o - S KWK
Ttaly. ... .o ARHK
KO, o s e e KK
Sweden. ... L e KRR ' A-37
West Germany. .......... ..., okl

Total., ..o KoK

¥ % ¥ of the reported imports on order are those of % X * from % * %,
¥ X% ¥ statod that the arrival dates of 1ts material on order are ffrom % ¥ %
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Capacity of foreign producers to increase exports

The Commission requested counsels for the respondents in the subject
investigations to provide information on the industries producing
C20000-series brass sheet and strip in their respective countries. The
information requested consisted of the number and names of producing firms;
production, capacity, capacity utilization, home-market shipments, exports to
the United States, and total exports, tor each of the periods covered by the
investigations; projected changes in production, capacity, or capacity
utilization in 1987; and intentions or projections as to the quantity of
exports of the subject brass sheet and strip to the United States in 1987.
Similar data were requested by the Commission from the U.S. embassies in each
of the countries covered by the investigations. Information received on the
industries producing €20000-series brass sheet and strip in Brazil, Canada,
and Korea is presented below. 1/

Brazil.—Four firms produce C20000-series brass sheet and strip in
Brazil: (1) Cecil Langone; (2) Eluma, $.A. Industria E Comercio; (3) S.A.
Marvin; and (4) Termomecanica $.A. Of the four firms, only Eluma exports
brass sheet and strip to the United States; one of the other producers also
exports brass sheet and strip, but in small quantities and only to certain
countries in South America.

There are no available data on total production, capacity, or shipments
for Brazil on brass sheet and strip or even on all brass products. Table 13
presents Eluma's data on production, capacity, capacity utilization, and
shipments of €20000-series brass sheet and strip. Counsel representing Eluma
believes that Eluma is the largest producer of C20000-series brass sheet and
strip in Brazil.

Table 13.-—Brass sheet and strip, C20000-series: Eluma's production,
capacity, capacity utilization, and shipments, 1983-85, January-
September 1985, and January-September 1986

January—Sept . -—

. Item 1983 1984 1985 1985 1986
Production...1,000 pounds.. bt HHe ki Bt HeHeke
Capacity............. do.... AR KNH KNH K ANH
Capacity utilization

percent. . KKK KKK KKK KK HRK
Home-market shipments
1,000 pounds.. KRR XK XK HHx KRR
Exports to:
United States......do.... Kk FHn Kk Hkk HhK
ALL other countries
Cl() e KHK Ei3 5.3 BTRYEYS KHKe FRH

T()t&l ,,,,,,,,,,,, do... R KWK KRR KX KR KXR

Source: O'Melveny & Myers, confidential submission No. 86-363, Nov. 7, 1986.

A-38

1/ Information on the industries producing C20000-series brass sheet gvd .
strip in France, Italy, Sweden, and West Germany is available in the Office of
Investigations.
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Domestic demand in Brazil for Eluma's brass shéet and strip is very
strong, according to information presented by counsel reprasenting Eluma,
Demand has apparently increased substantially since the impleémentation of the
Cruzado Plan in February 1986. Exports of brass products to third-country
markets, especially ¥ ¥ %, are increasing.

Eluma's projected production, capacity, and capacity utilization are
shown in the following tabulation, together with data for 1985:

Item 1985 1986 1/ 1987 1/
Production..... 1,000 pounds..  Xx*% ' AAK KHK
Capacity............... do.... KKK ¥Hx XK
Capacity utilization

percent., . HhKX RekeX KRR

1/ Estimated by Eluma.

Eluma estimates that it will export ¥¥% pounds of brass sheet and strip

in 1987, bhut anticipates that **K of these exports wlil go to the United
States.

Aeabiiiiaduriiad

Canada (1) ﬁrrowHoad Metals, l.td. Toronto Ontario; (2): Noranda MeLal
Industries, Montreal, Quebec; and (3) Ratcliffs (Canada) Limited, Richmond
Hill, Ontario. ALl three firms export brass sheet and strip to the United
States. Data on total Canadian production, capacity, and shipments of brass
sheet and strip are presented 1n tabl@ 14,

X % %, ArrowHead stated that it is % % % its exports to the United
States in 1987 of C20000-series brass sheet and strip and Ratclift'ts stated
that it has ¥ X % Noranda stated that it hds * * X,

Korea.-—Two firms are known to produce C20000-series brass sheet and
strip in Korea: (1) Poongsan Metal Corp, and (2) Lee Ku Industrial Co., Ltd.
Salient data on the Korean industry producing €20000-series brass sheot and

strip are presented in table 15.

Projected production of C20000-series brass sheet and strip in Korea in
1987 is *%% pounds; capacity is projected to * * ¥, and capacity utilization
is projected to ¥ ¥ ¥ ' Home-market sales are projected to be ¥%% pounds.
Exports to the United States are projected o be %% pounds, and exports to
all other countries are projected to be %% pounds. :
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Table 14.—Brass sheet and strip: Canada's production, capacity, capacity
utilization, and shipments, 198385, January-September 1985, and
January-—-September 1986

. Jan,.-Sept, -~ .

Item ‘ 1983 1984 1985 1985 1986

Production:

ArrowHead: 1/

1,000 pounds. . KN KK HHK HAKe HHH
Noranda............ do.... KHR XK W KWK RN
Ratcliffs.......... do.... fakakal 2/ WX 2/ AHK 2/ ¥rn Eakakad

Total...... v udoL ... KR ; KK KKK KK AHH
Capacity:
ArrowHead: 1/

1,000 pounds .. HHR Rk KKK KWK MK
Noranda............ do.... AHK KWK KWW KUK NN
Ratcliffs.......... do. ... Kakakal 2/ WxK 2/ ¥xx 2/ WRK NN

Total............ do.... KRR AW KK KRA KHH
Capacity utilization: . ,

 ArrowHead: 1/...percent.. Wk RN NN NN NN
Noranda......... ...do. ... KW WK 233 KK KNH
Ratcliffs.......... do.... atalad 2/ WKx 2/ Wxx 2/ XKk KK

Average..........do.... RN KRR HRH : KKK KX
Home--market shipments:
ArrowHead: 3/ . ‘ .

1,000 pounds.., = ¥xx 3 KWK HH% XN
Noranda............ do.... RN KNH W CORRR KN
Ratcliffs.......... do.... fakalad Kk KK KHK KK

Total............ do. ... e ANHR XKW e ANN
Exports to the United
States: -
ArrowHead: 3/ A :

1,000 puuncl 5. . I K WM L3233 A
Noranda. ........... do.... ANW KAK ANK KR HNH
Ratcliffs.......... do.... fadadal falatal atatal KUK i K

Total............ do.... HHH HHH KRR KNK ey
Exports to all other
countries:

ArrowHead: 3/ v . :

.o 1,000 pounds. . COHRR NN HRK E .33 Hexn
Noranda............do.... LIS R 3 ARK KK AXH
Ratcliffs..... Coodo. ... K o wkk . ek " -

Total............ do.... KR XK XK CRNK NN

1/ ArrowHead's data on production, capacity, and capacity utilization are for
total rolling mill production. Data on brass sheet and strip are not
maintained separately.

2/ Ratcliffs reported that % % X,

3/ ArrowHead's data on home-market shipments and exports are estimates ftor
C20000-series brass sheet and strip.

Source: Dow, Lohnes & Albertson, confidential submission No. 86-364, A-40
Nov. 10, 1986; and Taft, Stettinius & Hollister, confidential submissions Nos.
86382 and 86-383.
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Table 15.Brass sheet and strip, €20000-series: Korea's production,
capacity, capacity utilization, and shipments, 1983--85, January-
September 1985, and January-September 1986

. Jan.~Sept , -~
Ltem 1983 1984 1985 1985 1986
Production
1,000 pounds. . Kk fakatad KXK ¥R KR
Capacity........... do.... L KKK KRR KRK KKK
Capacity utilization ’
percent. . HNH: RRK XK KXk L2
Domestic shipments
1,000 pounds. . *RK KR Lt ke ke
Exports to:
United States
1,000 pounds. . HRK Kk KHH KN KN
TALWAN . v v v v e v s s do.... KN KNHR KK HHHe KKH
Hong Kong........ do.... WK KK KX KKK KKK
Japan. . .......... do.... KHHR ANKR KRN RKH KoKW
ALl others....... do.... fakaked alakal AHk ekl HHp
Total.......... do.... AN KKK KRK KKeH KXH

Source: Finley, Kumble, Wagner, Heine, Underberg, Manley & Casey, contidential
submission No. 86427 of Dec., 8, 1986.

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

imports

According to official statistics of the U.S. Department of Commerce,
imports of all series of brass sheet and strip from the seven countries under
investigaltion increased by 61.2 percent in quantity from 1983 to 1984, then
decreased by 28.2 percent from 1984 to 1985 (table 16). 1/ Imports from these
countries in 1985 were above 1983 levels. Imports from the seven countries
during January-June 1986 decreased by 18.0 percent from the level of imports
in the corresponding period of 1985,

Imports of all series of hrass sheet and strip from all countries
increased by 48.3 percent by guantity from 1983 to 1984, then decreased by
21.5 percent from 1984 to 1985 (table 17). Imports from all countries during
January- June 1986 decreased by 10.4 percent from the level of imports in the
corresponding period of 1985,

1/ Official statistics of the U.S. Department of Commerce are tor all series
of brass sheet and strip. It is believed that nearly all such imports consist
of G20000-series brass sheet and strip, based on responses by importers to the
Commission's questionnaire which indicated that C20000+series brass sheet and
strip accounted tor approximately 97 percent of imports of all series of brass
sheet and strip from the seven countries subject to the investigations.
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Table 16.~Brass sheelt and strip: U.S. imports for consumption (official
statistics), by selected countries, 1983-85, January-June 1985, and
January-June 1986

January--June--—

Source 1983 1984 1985 1985 1986
Quantity (1,000 pounds)
West Germany............ 51,850 69,525 1/ 48,913 28,964 24,098
France. . oo 7,990 1/ 22,952 1/ 11,775 7,800 7,304
Italy........ ..., 3,749 8,444 1/ 10,502 1/ 5,851 3,27%
T Y- W 1,793 6,286 1/ 7,712 1/ 3,669 4,081
Brazil.................. 9,867 15,793 7,590 4,342 4,930
Canada 2/............... 9,656 13,354 7,502 4,271 2,057
Sweden.................. 754 1,670 5,176 2,449 1,302
Total, 7 countries.... 85,659 1/ 138,024 1/ 99,170 1/ 57,346 47,048
All other countries..... 38,424 46,018 45,368 24,303 1/ 26,108
~ Grand total......... 124,083 1/ 184,043 1/ 144,539 1/ 81,649 1/ 73,156
Customs value (1,000 dollars)
West Germany............ 46,629 62,742 45,313 26,818 21,817
FRANCE. .\ v ee i, 6,121 1/ 17,495 9,147 5,952 5,768
Ttaly. ...t 3,163 7,401 1/ 9,464 1/ 5,387 2,764
Korea.........coovvnnnnn 1,679 6,314 1/ 6,590 1/ 3,230 3,357
Brazil.................. 7,986 12,797 6,204 3,589 3,833
Canada.................. 9,821 13,365 7,403 4,212 2,000
Sweden.................. 886 1,669 4,792 2,278 1,388
~Total, 7 countries.... 76,285 1/ 121,782 1/ 88,912 1/ 51,466 40,928
ALl other countries..... 35,637 44,432 43,074 23,109 23,353
Total............... 111,922 1/ 166,213 1/ 131,987 1/ 74,575 64,281
Unit value (cents per pound) 3/
West Germany............ 89.9 90.2 92.6 92.6 90.5
France. ... ..o i v 76.6 76.2 77.7 76.3 79.0
Italy. ... ..o, 84.4 87.6 90.1 92.1 84.4
Korea. ...oovvii i, 93.6 100.5 85.5 88.0 82.3
Brazil.................. 80.9 81.0 81.7 82.7 77.7
Canada.................. 101.7 100.1 98.7 98.6 97.2
Sweden. . ... e 117.5 99.9 92.6 93.0 106.5
Average, 7 countries.. 89.1 88.2 89.7 89.7 87.0
All other country
AVAIrage . . ..o 92.7 96.6 94.9 95,1 89.4
Average. ............ 90.2 90.3 . 91.3 91.3 87.9

1/ Reflects corrected data recéived from the U.S. Department of Commerce.

2/ Some of the U.S.

zero during January-June 1986,

imports from Canada were under item 806.30 of the TSUS
(U.s. articles of metal (except precious metal) exported for further
processing and returned for further processing).
item 806.30 were 1.4 million pounds

“million pounds during 1985 (most of

The

The amounts imported under

in 1983, 1.4 million pounds in 1984, 0.4

which were during January-June 1985), and
Canadian value-added portion of the

imports under item 806.30, which ranged between 34.7 percent and 39.9 percent

3/ Unit values calculated from unrounded data.

Source:

Compiled from official statistics of the U.S.
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Table 17.-Brass sheet and strip:
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U.§s.

imports for consumption (official

statistics), by principal countries, 1983-85, January-June 1985, and

January-June 1986

) : January-June-—

Source 1983 1984 1985 1985 1986

: Quantity (1,000 pounds) .
West Germany............ 51,850 69,525 1/ 48,913 28,964 24,098
TJAPAM. vt v 21,233 17,934 19,194 9,717 1/ 11,227
Netherlands............. 9,633 15,630 15,406 8,731 7,620
FRANCe . .ot 7,990 1/ 22,952 1/ 11,775 7,800 7,304
Ttaly. .o, 3,749 8,444 1/ 10,502 1/ 5,851 3,275
KOP@R. vt vt 1,793 6,286 1/ 7,712 1/ 3,669 4,081
Brazil. ..o, © 9,867 15,793 7,590 4,342 4,930
Canada 2/........0uuun.. 9,656 13,354 7,502 4,271 2,057
Sweden. ..o u 754 1,670 5,176 2,449 1,302
Switzerland............. 1,675 2,170 3,208 1,547 2,433
ALl other............... 5,883 10,285 7,561 4,307 4,829
Total. ... 124,083 1/ 184,043 1/ 144,539 1/ 81,649 1/ 73,156
Customs value (1,000 dollars). )

West Germany............ 46,629 62,742 45,313 26,818 21,817
JRPAN. oo 19,217 17,231 18,132 9,146 1/ 9,749
Netherlands............. 9,834 16,209 15,785 8,951 7,511
FRANCR . vt v 6,121 1/ 17,49% 9,147 5,952 5,768
Ttaly..ovvvinenn e 3,163 7,401 1/ 9,464 1/ 5,387 2,764
KOF@&. oo 1,679 6,314 1/ 6,590 1/ 3,280 3,3%7
Brazil........ooovvuiii. 7,986 12,797 6,204 3,589 3,833
Canada. ..o 9,821 13,365 7,403 4,212 2,000
Sweden. . ... 886 1,669 4,792 2,278 1,388
Switzerland............. 1,360 2,084 2,579 1,064 2,200
ALL other............... 5,226 8,908 6,579 3,947 3,892
Total........ e 111,922 1/ 166,213 1/ 131,987 1/ 74,575 1/ 64,281

See footnotes at end of table.
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Table 17.-~Brass sheet and strip: U.5. imports for consumption (official

January-June 1986-—Continued

January—June-——

Source 1983 1984 1985 1985 1986
Unit value (cents per pound) 3/
West Germany............ 89.9 90.2 92.6 92.6 90.5
Japan......... . 0000 . 90.5 96.1 94.5 94 .1 86.8
Netherlands............. 102.1 103.7 102.5 102.5 98.6
France.................. 76.6 76.2 77.7 76.3 79.0
Italy...... B 84.4 87.6 90.1 92.1 84.4
Korea.........coovvvvvnn 93.6 100.5 85.5 88.0 - 82.3
Brazil........coviun 80.9 81.0 . 81.7 82.7 77.7
Canada...... e 101.7 100.1 98.7 98.6 97.2
Sweden. . ... i 117.5 99.9 92.6 93.0. 106.5
Switzerland............. 81.2 96.1 80.4 68.8 90.5
ALl other............... 88.8 86.6 87.0 91.7 80.6
Average. ............ 90.2 90.3 91.3 91.3 87.9

1/ Reflects corrected data received trom the U.S. Department of Commerce.

2/ some of the U.S. imports from Canada were under item 806.30 of the TSUS
(U.S. articles of metal (except precious metal) exported for further
processing and returned for further processing). The amounts imported under
item 806.30 were 1.4 million pounds in 1983, 1.4 million pounds in 1984, 0.4

zero during January-June 1986. The Canadian value-added portion of the
imports under item 806.30, which ranged between 34.7 percent and 39.9 percent
in 1983-85, is dutiable.

3/ Unit values calculated from unrounded data.

Note.-Because of roUnding, figures may not add to the totals shown.

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

Responses to the Commission's questionnaire, coupled with other
information provided to the Commission by respondents, indicate that imports
of brass sheet and strip are predominantly of the C20000-series (table 18).
The C20000-series' share of total imports from the seven subject countries of
brass sheet and strip was 96.4 percent in 1983, 97.3 percent in 1984, and 96.2
percent in 198%. .

A-44



Table 18.-—Brass sheet and strip:

.8, imports for consumption (from question-

naire responses and other submissions to the Commission), by countries under
investigation and by types, 1983-85, January-June 1985, and January-June 1986

(In thousands of pounds)

January--June---
Source 1983 1984 1985 1985 1986
Brazil:
€C20000~5@1ries. . ... 1/ ¥xx FHeHn oK 2/ WKx 2/ WKk
Other series......... KHH RNK HHH 2/ WX 2/ ¥R%
Subtotal........... 1/ %xx Kk HHek 2/ ¥xx 2/ ¥xx
Canada:
€20000-series 3/..... Ll Kkx KN 4/ WK% 4/ HHx
Other series......... HHH HHH KHK KNH HXH
Subtotal........... Hrx Hwn Hhen KRk K
France:
(‘-: 2 0000.. S e r i e S """"" l / .xx.x. *,K..K‘ **..x‘ k** .x..n..x,
Other series......... fakalad KAHN AWK HXN KeXH
Subtotal........... 1/ ¥xn W Wk HHH WK
Italy:
C20000~series 5/..... Kok Hdek Henn 6/ Wxx 6/ ¥xx
Other series......... AR kakalad kool 2/ %K% 2/ Krk
Subtotal........... HKeH kel L 2/ ¥xx 2/ A%
Korea: :
C20000--series........ 1/ ¥wx Lt KKK 2/ Wkx 2/ Wk
Other series......... fakakal Lkl aalad 2/ WXk 2/ Wx%
Subtotal........... 1/ ¥*xx Hxk WKk 2/ ¥¥rx 2/ ¥xk
Sweden:
C20000-series 7/..... L3 Lt R 4/ W 4/ Hxx
Other series......... Rakalad KWK N AXHN KR
Subtotal.,......... Gatatad *xK ek 4/ ¥Kx 4/ Wkx
West Germany:
C20000--series. . ...... l / HRR X RN g VAR 2 / KRR
Other series......... HRHN HHN KRR 2/ HWHR 2/ NnR
Subtotal........... 1/ ¥%x ek Herek 2/ ¥xx 2/ ¥xx
Total, seven countries:
C20000-serias. ....... 89,251 128,370 82,703 44,999 43,240
Other series......... .3.379 30201 3,248 WA.739 0 1,508
92,630 131,931 85,951 46,738 44,748

Total. ... ... ... ...

See Tootnotes at end of table.
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Table 18.-—Brass sheet and strip:
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U.S. imports for consumption (from question-

naire responses and other submissions to the Commission), by countries under
investigation and by types, 1983-85, January-June 198%, and
January-June 1986-Continued

(In thousands of pounds)

January--June-——

8/ * % % did not report its

Source:  Compiled from data

imports ftor the partial-year periods.

Source 1983 1984 1985 1985 1986
ALl other countries:
¢20000-series. .. ... 1/ 6,140 23,887 25,189 2/8/11,043 2/8/9,084
Other series....... 1/ _ 837 1,348 2,791 2/8/__905 2/8/2,818
Total............ 1/ 6,977 25,235 27,980 2/8/11,948 2/8/11,902
,All countries: : '
€20000~series. .. ... 95,391 152,257 107,892 56,042 52,324
Other series....... 4,216 4,909 6,039 2,644 4,326
Grand total...... 99, 607 157,166 113,931 58,686 56,650
1/ * % % did not report its imports in 1983.° :
2/ * % % did not report its imports ftor the partial-year periods. ’
3/ Consists of exports from Canada to the United States, as reported by the 3
Canadian producer/exporters.
4/ January-September,
5/ Consists of exports from Italy to the United States by * % %,
.6/ Estimated by % % ¥, D - ‘
-7/ Consists of exports from Sweden to the United States, as reported by % * %,

submitted in response to questionnaires of the U.S.
International Trade Commission .and from other submissions to the Commission.

Table 19 presents data on U.S. imports of C20000-series brass sheet and

strip.
U.s

Pl

These data were obtained by reducing the official statistics of the
Department of Commerce (which consist-of all series of brass sheet and

strip) by imports of other-than-C20000-series brass sheet and strip reported in
response to the Commission's questionnaires.

Imports of €20000-series brass sheet and strip for reroll, as reported by
importers in their questionnaire.responses, are shown in the following

“tabulation (in thousands of pounds):
January-—-June-—
Source 1983 1984 1985 1985 1986
Brazil.l....,.,.. HKK HHK FKKe HHR XK
Canada.i .......... RR¥ KRN XK KKK HNN
France........... HexK KA KW R HHR HHH
Italy............ RAKR KKK AR HHH KR
Korea............ FeKH KKK RN WA KK
Sweden. . ......... KKK KKK HNH HAH KN
West Germany..... bt KRN kil 1/ %% 1/ *xx
ALl other........ KK KKK KRN AAH KKK
Total........ 31,773 40,172 10,105 Kux KKK

periods.
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 Table 19.%wBrass sheet and'strip, 20000~ 99ri@s’ u.s. impor{s 1/ for
consumption, by selected countries, 1983-8%, January-June 1985, and
January-June 1986

(In thousands of pounds)

January-Juneg-—

Source 1983 1984 1985 1985 1986
West Germany......... . KN XK K% KNH¥ L b
France. .. ........ 0. KW KKK KKK KKK KK
ITtaly............ .. .. ... CRAK HRH RN KN HRH
Korea, .. v v viiiin s KKK KKK HKK 3 : KKK
Brazil........ ... ....... KRH¥ CRNK AN P e KKK
Canada 2/.......... S Kok ;KKK FKK HKe HWH
Sweden. . ......... e KRR A KA a RN AHR
Total, 7 countries.... 82,280 134,463 95,922 . B5 607 - 45,539
ALl other countries..... 37,587 44,670 42,577 23,398 . 23,290

Grand total......... 119,867 179,133 138,499 79,005 - 68,829

1/ Consists of official statistics of the U.S. Department of Commerce for all
series of brass sheet and strip, reduced by imports of brass sheet and strip
other than C20000-series as reportod by importers in reeponses to the
Commission's questionnaires.

2/ Some of the U.S§. imports from Canada were under item 806. 30 of the TSUS
(U.5. articles of metal (except precious metal) exported for further processing
and returned for further processing). The amounts imported under item 806.30
were 1.4 million pounds in 1983, 1.4 million pounds in 1984, 0.4 million pounds
during 1985 (most of which were during January-June 1985), and zero during
January-June 1986. The Canadian value-added portion of the imports Uhder item
806,30, which ranged between 34. / porcent and 39.9 porceni in 1983-85%,

dutiable.

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

and from responses to questionnaires of the U.§. [ntpvnatlonal Trade
Commission.

The only reported sources of imports of reroll among the seven countries
are ¥ % % Total imports of reroll increased by 26.4 percent in 1984,

decreased by 74.8 percent in 1985, and * ¥ % during January-June 1986 compared
with the level of imports in the corresponding period of 1985.

Market penetration of imports

u.s. imports of C20000-series brass sheet and strip as a share of
apparent U.S. consumption are presented in table 20. The ratio of the
quantity of imports to cons umpilon for the seven countries subject to the
investigations increased trom 15.6 percan in 1983 to 21.0 percent in 1984,
decreased to 18.7 percent in 1985, and was 16.7 percent during January-
June 1986, a decrease of 2.9 percentage points from the ratio in the
corresponding period of 1985,
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Table 20.-Brass sheet and strip, €20000-series: U.S. imports, apparent U.S.
consumption, and ratios of imports to consumption, 1983--85, January-
June 1985, and January-June 1986

January-June-—
Item 1983 1984 1985 1985 1986
Apparent U.S,
consumption
1,000 pounds.. %27,786 641,589 513,885 283,624 272,727
U.s. imports 1/ from-—
West Germany
1,000 pou nds. . AR L8 2.3 WK E.3.2.3 £33 .3
France...........do.... LEaty L Lt KRR LA
Ttaly......... ... do.... KK HAHe WAk KK A
Korea............ do.... KXW XX KKK RNW KK
Canada 2/........ do.... XK HKeK WX WK WK
Brazil........... do.... KK HHH KKK KWW KW
Sweden........... do.... £ 3.3.3 KKk KWK NN KK
Total, 7 countries ‘
1,000 pounds. . 82,280 134,463 95,922 55,607 45 539
All other countries
1,000 pounds. . 37,587 44,670 42,577 23,398 23,290
Grand total..do.... 119,867 179,133 138,499 79,005 68,829
Ratios to apparent
’ U.S. consumption
of imports from- -

West Germany..percent.. L L XK KK KWK KK
France.,..........do.... KW KH¥ E 3.3 13,3, KKK
Italy....... cooo.dol L, X KNHX K T AN
Korea............ do.... AKH e KAK ARK KK
Canada........... do.... KK KNK KRR HKK Kk
Brazil........... do.... KKK KKK XX KR KR
Sweden. . . ..... dO . HHH Kl KWK KK KK

Total, 7 countries
percent. . 15.6 21.0 18.7 19.6 16.7
ALl other countries
percent, . 7.1 7.0 8.3 - 8.2 8.5
Total.......... do.... 22.7 27.9 27.0 27.9 25.2

1/ Consists of official statistics of the U.§. Department of Commerce for all
series of brass sheet and strip, reduced by imports of brass sheet and strip
other than C20000-series as reported by importers in responses to the
Commission's questionnaires,

2/ Some of the U.S. imports from Canada were under item 806.30 of the TSUS
(U.5. articles of metal (except precious metal) exported for further processing
and returned for further processing). The amounts imported under item 806.30
were 1.4 million pounds in 1983, 1.4 million pounds in 1984, 0.4 million pounds
during 1985 (most of which were during January-June 1985), and zero during
January-June 1986. The Canadian value-added portion of the imports under item
806.30, which ranged between 34.7 percent and 39.9 percent in 1983-85, is
dutiable.

, . A-48
Note .- Because of rounding, figures may not add to the totals shown.

Source: Compiled trom data submitted in response to questionnaires of the U.S.
International Trade Commission and from official statistics of the U.S.
Department of Commerce.
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Prices

Brass sheel and strip is sold on a per pound basis. There are two major
components to the total selling price: a fabrication price and the metal
value of the product. The fabrication price generally varies with the alloy,
thickness (gauge), and width of the brass sheet and strip, as well as with Lhe
quantity ordered. 1/ The thinner the gauge, the more costly the item is to
produce and the higher the price. A width resulting in lower yield from a
coil will also have a higher price. One producer commented that, of the two
price components, "fabrication values are more stable and under the control of
the individual producer.™ 2/ °

The second price component, the metal value, generally accounts for at
least half of the total selling price of brass sheet and strip. 3/ During the
period under investigation, the metal value fluctualed considerably but
followed a clear downward trend on a quarterly basis. From January-March 1983
to April-June 1986, the metal value of cartridge brass declined from
approximately $0.68 to $0.57 per pound, or by approximately 16 percent. 4/
Because metal value accounts for a large proportion of the total selling price
of brass sheet and strip, the decline in the metal value likely afttected
trends of total selling prices during the period under investigation.

Suppliers of brass sheet and strip may quote the fabrication and metal
values separately, or may quote a total selling price. Regardless of the type
of price quoted, the prices for U.S.-produced and imported brass sheelt and
strip include U.S.~inland freight costs and are thus effectively "delivered"
prices. 5/ Transportation costs represent a small percentage of the final
delivered price. Thus, although transportaltion costs might affect suppliers'
"netback," they are not a significant factor in purchasers' source decisions.

Sales practices

Domestic brass mills and importers sell brass sheet and strip to
distributors, rerollers, and many end-user markets. A large percentage of
U.s. producers' and importers' domestic shipments are made directly to end
users. In 1985, 67 percent of U.S5. producers' domestic shipments and 43
percent of reporting importers’ U.S. shipments of C20000-series brass were
sold directly to end users. 6/ 7/ Officials at ® % % reported that price

1/ In addition, certain special finishes or tempers may affect fabrication
prices.

2/ Transcript of staff conference, Apr. 4, 1986, p. 27,

3/ An estimate of the metal value of brass sheet and strip can be calculated
by adding the prices of copper and zinc, weighted by the percentages of each
contained in the alloy. Cartridge brass contains 70 percent copper and 30
percent zinc. During 198386, the metal value of cartridge brass has been
approximately $0.50 to $0.60 per pound.

4/ Based on U.5. capper prices (f.o.b. refinery) and U.8. zinc prices (Mew
York), International Monetary Fund, International Financial Statistics.

pricas on an "tf.o.b." basis bult absorb freight costs for most of their sales.
6/ * X ¥
7/ Reporting importers include the major importers of Brazilian and Korean
brass sheet and strip in 1985, as well importers of brass sheet angggtrip
produced in other countries subject to current investigations.
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varies among market segments according to the degree of purchaser
sophistication and competition in a particular segment.

Because speculative trading in the metals market can change the metal
value of brass sheet and strip significantly within a period as short as a
week, producers, importers, and purchasers of brass sheet and strip must pay
special attention to metal values. Several methods of handling the metal
value component for sales of brass sheet and strip have developed, each
varying the proportions of market risk born by suppliers and purchasers. The
metal value of the brass sheet and strip may be established for a single
shipment, typically on either the date of order or the date of shipment. Or,
the metal value can be fixed for multiple shipments over a period of time.
Alternatively, in a toll arrangement or metal conversion contract, the
purchaser of the brass sheet and strip supplies the input metal to be
fabricated.

. Toll account sales.-—According to U.S. producers' estimates, toll account
shipments represented the largest percentage of total producers' shipments by
pounds during 1983-85, although only a small number of larger customers were
involved in these transactions. 1/ For each of the three major brass mills,
from 50 to 65 percent of their total 1985 sales, by pounds, of brass sheet and
strip were toll account sales. Toll account sales agreements are reportedly
the most formal type of sales agreement negotiated for U.S.-produced brass.

In a toll account arrangement or metal conversion contract, the purchaser
makes a substantial initial investment in the metal to be fabricated and later
pays only a fabrication charge to the producer. 2/ At the time the toll
account contract is negotiated, the following are established: the type of
metal provided, the fabrication price, any additional charges, the estimated
quantity to be tolled, and the duration of the agreement. Sales of imported
brass sheet and strip on a toll account basis are extremely rare. 3/

Nontoll account sales.--For sales other than toll account sales, the
three major domestic brass mills generally negotiate "firm fabrication price
agreements" with major customers but also make price guotes for individual
orders. The remaining U.S. brass mills reported that the majority of their
sales involved individual order price quotes. Although firm fabrication
agreements are sometimes called "contracts," it appears that, with the
exception of toll account sales, U.S.-produced brass is generally not sold on
a fixed-period contractual basis as the concept applies in other industries.
Firm fabrication agreements are not purchase orders for specific quantities,
and they are generally not legally binding on either party. These agreements
generally establish "firm" fabrication prices for a fixed period (usually 1
year) for all the product specitications typically desired by a particular
customer, together with discounts for various quantity levels. Representatives

1/ Commission staff estimates that toll account shipments accounted for
approximately 57 percent of total domestic shipments to unrelated purchasers
in 1985, :

2/ If a purchaser provides scrap rather than virgin metal, it may also pay a
small charge of a few cents per pound tabricated to upgrade the alloy content
of the metal provided.

3/ If a purchaser wanted to buy imported brass on a toll account basis, it
would have to arrange to purchase the metal and have it delivered to the A-50
foreign producer.
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of brass mills have stated that fabrication prices are often renegotiated
prior to the termination of the original agreement, and price data support
this observation.

Fabricalion agreements may also specify the percentage of the customer's
scrap the brass mill agrees to repurchase, stated as a certain percentage of
the total pounds sold to the customer. U.S. brass mills reported repurchases
of more than 25 million pounds of brass scrap from their customers in 1985,
Importers rarely repurchase brass scrap from their customﬂrs.

U.S. brass mills goncrally charge their publlshod moial vaIue at Lhe date
of shlpmenL for both single and multiple’ shipment sales. u.s. ‘producers’
published metal values are copper and zinc prices tracked by the New York
Commodities Exchange (COMEX), plus a premium of $0.04 to $0.07 per pound for
Freight, processing, and inventory costs. 1/ Wlth the" oxcoleon of * * %* and
X % %, U.8. brass mills do not offer & firm metal pr:co, and thus a f:rm total
price, for multiple shipments. In 1983, X ¥ % and. * ¥ K sold *NK and KXX
percent, respecl1vo1y, of their brass sheoL and strlp in firm metal
arrangements. By 1985, those pgrcontagos ‘had increased to X% and *%%
percent, respectively.

U.8. importers of brass sheet and strip from'BraZii, Canada, and Korea
reported that the majority of sales are not on a contract basis. Because
specifications des:red for brass sheet and strip ftequently vary with the
purchaser and the individual order, it is difficult to inventory "standard"”
items. For this reason, U.S. produrers and 1mporters report Lhat the ma]or1ty‘
of their sales are of brass sheet and strip that is produced following a
customer's order. Petitioners have stated that the custom-made nature of
brass sheet and strlp orders makes it 1nappropr1afe to characterlzp importers'
sales as spot sales. According to petitioners, 1mport0rs sales are ‘properly
characterized as 1nd1v1dua1 ovder prlco quotes for 1L0ms producnd folluwlnq a
customer's order.

~Like U.S. producers, the deOI 1mportors of Canadian braas sheet and
strip ¥ % ¥, Unlike U.S. producers, the major importers of Brazilian and
Korean brass sheet and strip % ¥ %, 2/ Some brass sheet and strip customers
have stated a preference for knowing that the total selling price will not
change "between the date of order and the date of shipment. Importers of brass
sheet and strip from countries other than % % % geherally track copper and
zinc prices published by the London Metal Exchange (LME).

For purchases of brass sheet and strip imported from the subject
countries, leadtimes are typically much longer than for purchases of
U.5.-produced material because they include time for both production and
overseas shipment. ' Purchasers report that a typical leadtime for
U.S.-produced brass sheet and strip is approxtmaioly 5 weeks, whereas
leadtimes for imported brass sheet and strip from Brazil and Korea are
approximately 12 weeks. For imports of Canadian brass sheet and strip, a

1/ Meeting with % % %, : :
2/ Some importers allow the customer to "Pook" the etal valuo on dny date
between the date of order and 27 wnnks pricr to shcpmont o
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typical leadtime is about 7 weeks. 1/ In addition, whereas the minimum
quantity requirements for U.S.~produced brass sheel and strip generally range
from 2,000 to 5,000 pounds, the minimum quantity requirement tor purchases of
imports can be as high as 8,000 pounds per individual item ordered, with a
minimum total shipment of 40,000 pounds, a tull truckload.

e et

The Commission requested producers and importers to provide quarterly
price data during January 1983-June 1986 on their nontoll account sales for
nine common brass sheet and strip products listed below:

Product 1.-—Builders' hardware, CDA end-use classification 110, CDA
alloy 260, 0.016~inch to 0.032-inch thick by 2 inches to 12 inches in width.

Product 2.-—8litting stock, CDA end-use classification 920, CDA
alloy 260, 0.020-inch to 0.025-inch thick by maximum yield width.

Product 3.-—Communications and electronics, CDA end-use
classification 430, CDA alloy 260, 0.010-inch to 0.013-inch thick by 0.7% inch
to 2 inches in width.

Product 4.-—Communications and electronics, CDA end-use

classification 430, CDA alloy 260, 0.016~inch to 0.020~inch thick by 0.75 inch
to 2 inches in width, traverse wound.

Product 5.-8litting Stock, CDA end-use classification 920, CDA
alloy 260, 0.016~inch to 0.0199-inch thick by maximum yield width.

. Product 6.-—Reroll, CDA end-use classification 910, CDA alloy 260,
0.050-inch to 0.080-inch thick by maximum yield width.

Product 8.--Automotive electrical, CDA end-use classification 320,
CDA alloy 260, 0.0061-inch to 0.012~inch thick by 2 inches to 12 inches in
width, :

Product 9.--Lamp shells and sockets, CDA end-use classification 440,

CDA alloy 260, 0.011~inch to 0.016~inch thick by 2 inches to 12 inches in
width.

The Commission requested producers to provide price data for their toll account
sales only for products Nos, 2, 5, 6, and 8.

1/ Purchasers have told staff that some importers provide stocking programs
in the United States to meet customers' short-term needs.
The range and median average leadtimes for each source country are

. . A-52
presented in the "Purchasers' data" section.
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The above-listed product specifications used to collect price data were
defined to specity the four major total selling price factors identified —
alloy, gauge, width, and market segment. To control for quarterly price
changes due solely to slight changes in the product specitications sold within
a product category, producers and importers were asked to report price data
for the same item throughout the period 1983-86. Price data were requested
for the largest quarterly sale of the responding firm's single largest volume

For tol) account sales, producers were asked to report the base
fabrication price and any additional charges directly associated with that
toll account shipment to arrive at a nelt delivered fabrication price paid for
the largest quarterly toll shipment of a particular item. Five U.S. producers
provided usable fabrication price data for toll account sales.

For nontoll account sales, producers and importers were asked to report
total delivered selling prices, as well as the fabrication prices and metal
values, ftor their largest single quarterly sale (by volume) of a particular
item. Seven producers reported price data for nontoll account sales.

Seven U.S. producers of brass sheet and strip, four importers of
Brazilian brass sheet and strip, two importers of Canadian brass sheet and
strip, and three importers of Korean brass sheet and strip reported some price
data as requested, although not necessarily for all products and periods
requested. The seven reporting U.S. brass mills accounted tor more than 99
percent of U.S. brass mills' total 1985 domestic shipments of C20000-series
brass sheet and stirip. With respect to total imports of C20000-series hrass
sheet and strip in 1985, the importers that provided usable price data
accounted for approximately *%% percent of imports from Brazil, *X% percent
of imports from Canada, and *%X% percent of imports from Korea.

When purchasing brass sheet and strip, metal values are a "given." On
any given day, one supplier may quote a slightly lower metal value than that
quoted by another supplier, but, over time, metal values quoted by different
suppliers move together. Thus, the fabrication price is the price component
that is subjeclt to negotiation, i.e., the price component that would normally
be reduced because of price competition f'rom other suppliers. Because metal
values are not normally subject to negotiation, and because metal values have
declined during the period under investigation, fabrication prices are used
where possible for the purposes of price trends.

Domestic producers' price trends.-—Producers provided price data
sufficient to allow an analysis of trends in fabrication prices. 1/ Price
tronds For U.S.-produced brass sheet and strip sold on a toll account basis
differed from trends for nontoll account sales. Comparing prices in the first
period for which data were collected with those in the last period,
fabrication prices for U.5.-produced brass sold on a toll account basis

1/ Total weighted-average selling prices reported by U.S. producers are

presented in app. G.
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generally increased for the toll account product categories from January-March
of U.S.~produced bhrass generally declined over the same period.

Toll account sales.—Fabrication price data reported by several
domestic producers on their largest guarterly toll account sales of a
particular item provided good weighted-average price series for the two
slitting stock specifications and a reroll specification, and one producer
provided a price series for the automotive electrical product. These price
data, presented in table 21, show that weighted-average quarterly fabrication
prices of U.S.—-produced brass sheet and strip sold on a toll account basis
increased by 5 to *%% percent for three of four product categories from
January-March 1983 to April-June 1986. 1/ The remaining weighted-average
fabrication price series, for the heavier gauge slitting stock specitication,
showed producers' prices at the same level during January-March 1983 and
April—-June 1986. Disaggregating the data also shows a clear trend of price
increases for individual producers’ toll account price series during
1983-86. 2/ U.S. producers' weighted-average prices for toll account sales of
all products increased during 1984, when demand for brass sheet and strip was
reportedly high. Continuing their upward trend, weighted-average fabrication
prices for toll account sales of the slitting stock and reroll products peaked
sometime in 1985 betore declining in more recent periods to price levels at or
above price levels experienced during January-March 1983,

Comparing January-March 1983 with April-June 1986, producers'’
weighted-average fabrication prices for the heavier gauge slitting stock
product remained at $0.38 per pound, and producers' weighted-average
fabrication prices for the lighter gauge slitting stock product increased from
$0.39 to $0.41 per pound, or by approximately 5 percent, over the same
period. 3/ The price series for these slitting stock products show similar
trends. From January-March 1983 to July-September 1985, weighted-average
fabrication prices for the two slitting stock products increased by 16 to 18
percent. From July-September 1985 to April-June 1986, however, fabrication
prices for the slitting stock specifications experienced declines of 11 to 14
percent. -

Producers' reported fabrication prices for .050"-.080" reroll are
generally more than $0.10 per pound lower than fabrication prices for slitting
stock. From January-March 1983 to April-June 1986, weighted-average
fabrication prices for the U.S.-produced reroll product sold on a toll account
basis increased from $0.24 to $0.27 per pound, or by almost 13 percent,
despite a pattern of high underselling by importers in this product category.
After declining slightly during late 1983 and early 1984, weighted-average
fabrication prices for U.S.-produced reroll increased by nearly 32 percent
during April-June 1984 through the January-March 1985. During April-June
1985, weighted-average fabrication prices for this product declined by 7
percent before remaining fairly steady through April-June 1986.

1/ % % X peported price dala for {011 account s
electrical product show fabrication prices to one customer increasing % ® %,

2/ At the Dec. 1, 1986, hearing, 0lin's president stated that fabrication
pr?ces for toll account sales have doecreased during the period under
investigalion, X X X X X X, A-54

3/ Trends for Lhe heavier gauge slitting stock product differ from those
shown in Lhe prehoaring roport because of ¥ X X,
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Table 21.--Brass sheet and strip: Domestic producers’ weighted-average delivered
fabrication prices on their toll account sales, by products and by quarters,
January 1983-June 1986 '

(Per pound)

Automotive
Slitting stock Slitting stock Reroll electrical
(.020"-.025" (.016"-.0199" (.050"-.080" (.0061"-
Period: gauge) 1/ gauge) 2/ . gauge) 3/ _.012" gauge) 4
1983: :
January-March.... $0.38 $0.39 $0.24 Sk
April-June........ .40 .40 ' .24 *kk
July-September. .. .. .40 .40 24 Fkk
October-December.. .39 .40 .23 L
1984:
January-March..... .40 ' .42 .22 L KRR
April-June........ .40 : 420 _ .23 ‘ wkk
July-September. .... W41 42 .25 kR
October-December.. .39 .43 ' .27 ‘ *kk
1985: '
January-March..... 42 .45 .29 , FEF
April-June........ .43 .45 .27 *dkk
July-September..... L4 .46 .27 k%R
October-December.. .42 .45 T L26 ’ Fkk
1986: ‘
January-March..... .39 .40 .26 ke
April-June........ .38 41 .27 *kk

1/ Slitting stock, CDA end-use classification 920 CDA alloy 260, .020"-.025" thick

by maximum yield width (MYW).

2/ Slitting stock, CDA end-use classification 920, CDA Alloy 260, .016"-.0199"
thick by MYW.

3/ Reroll, CDA end-use classification 910, CDA alloy 260, .050"-.080" thick by MYW.
4/ Automotive electrical, CDA end-use classification 320 CDA alloy 260,
.0061"-.012" thick by 2"-12" in width.

Source: Compiled from data submltted in response to questlonnalres of the U.S.
International Trade Commission.
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Nontoll account sales.-—Comparing toll account and nontoll account
price data for the same products reveals that fabrication prices for nontoll
account sales of a particular specitfiication are generally higher than
fabrication prices for toll account sales. Lower fabrication prices for toll
account sales may be due to one or more of the following factors: the
typically larger quantities involved in toll account sales, the greater
customer commitment involved in toll account sales in terms of contractual
arrangements or large amounts of metal owned by the purchaser, or the tendency
for toll account customers to be among the more sophisticated brass sheet and
strip customers, capable of more effective negotiating skills. Fabrication
price data reported by U.5. producers for their nontoll sales provided usable
weighted-average price series for the two slitting stock products, the
builders' hardware product, and the heavier gauge communications and
elactronics product (product 4). These weighted-average price data, shown in
table 22, together with individual producers' fabrication price series,
indicate that fabrication prices for nontoll sales of brass sheet and strip
fluctuated, but generally declined, from January-March 1983 to April-June
1986. Price movements during the period of investigation for nontoll sales of
U.S.~produced slitting stock were more erratic than those for toll account
sales, with larger increases during January-March 1984 and steeper declines in
late 1985 to early 1986.

price data for nontoll sales of U.S.-produced heavier gauge slitting stock -
(product 2) slipped from $0.43 per pound to $0.41 per pound, or by’
approximately 5 percent. Weighted-average tabrication price data tor lighter
gauge slitting stock (product 5) show prices of this product at $0.46 per
pound during January-March 1983 and during April-June 1986, hut conceal price
declines experienced by most producers. 1/ Weighted-average fabrication
prices for U.S. producers' nontoll sales of the builders' hardware :
specification moved erratically from $0.53 per pound during January-March 1983
to $0.49 per pound during April-June 1986, for an overall decline of nearly

8 percent. :

Weighted-average fabrication prices for nontoll account sales of the
U.S.-produced heavier gauge communications and electronics product are at
least $¥A% per pound higher than weighted-average prices for the slitting
stock ard- builders! hardware products for which price trends are discussed
above. During the period under investigation, weighted-average fabrication
prices for this high-end product were fairly steady but increased by
approximately *%% percent, despite a pattern of high underselling by importers
for this product category.

Importers' price trends for nontoll account sales.--Because importers
generally quote the total selling price rather than quote the two price
components separately, total selling price data are used for the purposes of
price trends. However, the reader should note that changes in total selling
prices from gquarter to quarter could be influenced by changing metal values.
From January-March 1983 to April-June 1986, one could expect a decline in the
total selling price of imported brass sheet and strip of roughly $0.04 to
$0.07 per pound because of the fall in average prices of copper and

A-56
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zinc. 1/ 2/ Although price data reported by importers on their largest
quarterly spot sales of brass sheet and strip produced in the subject
countries do not allow a thorough analysis of importers' price trends, price
data available for imports from Brazil, Canada, and Korea, and price data for
the other countries subject to current investigations suggest that importers'
total selling prices generally fell during the period under investigation.
Importers' weighted-average total selling prices are shown in appendix G.

The most complete price series for importers' prices of Brazilian brass
sheet and strip products is the heavier gauge slitting stock product
category. 3/ From October-December 1983 to April-June 1986, importers'
weighted-average prices for this slitting stock product ¥ ¥ ¥ $X%% per pound,
or by XXX parcent. Importers' weighted-average prices for Brazilian builders'
hardware * % % §Xx%X% per pound, or by **% percent, from early 1984 to mid-1986,
and importers' prices for the lighter gauge slitting stock product % % % §xxx
per pound, or by *X¥ percent, from early 1984 to early 1986.

Total selling prices of imported Canadian slitting stock % % % by ¢¥x% to
$xx%% per pound trom January-March 1983 to the corresponding period of 1986, or
by *%% percent. In the second quarter of 1986, however, prices of the
imported Canadian heavier gauge slitting stock % ¥ ¥ by $x%% per pound, to
almost the same price level as the level during January-March 1983. 4/

Price data for brass sheet and strip imported from Korea are primarily
available for 1985-86. Importers' prices of Korean builders' hardware and
heavier gauge slitting stock * % ¥ by $x%% to $xX¥ per pound, or by *x*
percent, from January-March 1984 to April-June 1986. From early 1985 to
mid-1986, prices for the imported Korean builders' hardware, heavier-gauge
slitting stock, lighter-gauge communications and electronics, and lamp shells
and sockets products % % % §xX% o $AX% per pound, or by %% percent, despite
metal values that were roughly the same in both periods. The price data for
imported Korean material % X %,

Price comparisons

When deciding among various potential suppliers, the total selling price
is the price that matters to a purchaser of brass sheet and strip. Thus, this

sales of U.S.-produced brass sheet and strip shipped during a particular

1/ Based on monthly United Kingdom (London) prices for copper and zinc in
U.S. dollars, International Monetary Fund, International Financial Statistics.

2/ This observation applies to importers who use LME-related metal values in
setting their prices. Because importers of * % % brass sheet and strip use
COMEX--related metal values, the expected decline in the total selling price
would be closer to $0.11 per pound.

3/ Eluma, * % %, submitted an amended questionnaire response to staff on
Nov. 21, 1986, because the company realized that it did not originally report
prices in the manner requested by the Commission. In its first submission,
Eluma ¥ % %, Using the correct method to select transaction prices, there are
now fewer transactions reported because X ¥ ¥, Prices in some cases are
higher than reported originally because the transactions are now the largest
sale of a single consistent product within the product category.

4/ In addition, ¥ X X, a Canadian producer, provided price data for U.S.
sales of % K % X %X X,
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quarter with total delivered solllng prices of. the SubJPCL 1mporLs shlppnd
during the same quaanr 1/ 2/ 3/ :

The rvporLod &elllnq prlco ddtd fow producors‘ and impnrtﬁr" quarterly

direct quarterly pPJCQ LOmpdfla0H$ hetween woxghtod ----- dVOPng dellvered prices

of domestic and imported brass sheet and strip from deill Canada, and
Korea L S

Price data for each of the countries subject to these investigations
showed underselling by importers in the majority of price comparisons.
Margins of underselling were generally the highesl for the heavier gauge
communications and electronics product. The builders' hardware and.
lighter-gauge slitting stock product categories showed the next highest
margins of underselling. Price comparisons for the lamp shell and socket.
product category generally showed importers' prices only slightly below; or
above, weighted—average prices of U.S. producers. Mardgins of underselling or
(overselling) for products 1, 2, 4, 5, and 9 are presented in tables 23
through 26 and price comparisons are discussed by country below.

Because U.S. producers' reported prices for salés of brass sheet and
strip varied considerably among “suppliers in some instances, ranges of
producers ahd importers pricés‘For Lhe Lwo sliitinq oLOCk produdt cate90r165

the hlghest for 1mports rrom Brazil baaed on comparlsons of,wolghtedmaverage
prices. Of 27 price comparisons between domestic and imported Brazilian brass
sheet and strip, 23 showed underselling by the imported products.  The'
following tabulation presents a summary of the number of diréct quarterly
price comparisons that showed underselling by impdrters of Brazilian brass
sheet and strip for each product category and the range of absolute and

1/ Respondents have argued that it is inappropriate to compare quarterly
total selling prices reported by producers and importers because the metal
value components for reported sales are established on different dates during
a quarter. However, questionnaire price data received by the Commission
indicate that average quarterly metal values reported by importers are
generally lower than those reported by U.5. producers, especially for % % %
brass sheet and strip. In addition, staff was told by three purchasers that
importers' metal values are generally lower than those quoted by U.S.
producers. Thus, comparing fabrication prices alone could mask an important
aspect of price competition for sales of brass sheet and strip.

2/ Respondents have voiced other concerns aboult comparing producers' and
importers' total selling prices. The issues raised concern items compared,
level of sale, differences in quantities purchased, differences in leadtimes,
and the effects of producers' scrap buy-back programs. A discussion of these
issues appears in app. H.

3/ Comparisons of producers' toll account prices with importers' nontoll
account prices are analyzed in the section on Purchasers' data.

4/ Counsel for Eluma, % % %, has argued that it is competing with a U.S
producer that sells at considerably lower prices than those offaraﬁsgy Olin.
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Table 23.--Brass sheet and strip: The average margins by which imports of
slitting stock of .020"-.025" gauge undersold or (oversold) the
U.S.-produced product sold on a nontoll account basis, by countries of
origin and by quarters, January 1983-June 1986 1/

(Per pound)

Brazil Canada Korea
Period Margin Percent Margin Percent Margin Percent
1983:
January-March..... 2/ 2/ SRt faaid 2/ 2/
April-June........ 2/ 2/ Fokk el 2/ 2/
July-September.... 2/ 2/ Fkok Fkk 2/ 2/
October-December. §¥¥* *kk *kk Fkk 2/ 2/
1984:
January-March. .. .. ok Fkk ke Fkk §rx Fkk
April-June........ Sk *dek foksk sk Fkk ek
July-September.... %% Kokk Kk o Kok Kk
October-December.. %% ok dkk ik 2/ 2/
1985: ‘
January-March...,. %%* Kk Kk Fedkeke ke Fekk
April-June........ *okk skt Fokeok Sekk ke *kk
July-September.... %% Kk Kok Kk Fekek Kk
October-December.. 3/ kK ek dekk ok kk
1986:
January-March. . ... Sekok sk Fekeok Fkk Fokk Sk
April-June........ Hokeok Kk Hkeok *kok Fokk Fekek

1/ Slitting stock, CDA end-use classification 920, CDA alloy 260, .020"-.025"
thick by maximum yield width.

2/ Cannot be calculated.

3/ This price comparison showed * * *,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 24.--Brass sheet and strip: The average margins by which imports of
slitting stock of .016"-.0199" gauge undersold or (oversold) the
U.S.-produced product sold on a nontoll account basis, by countries of
origin and by quarters, January 1983-June 1986 1/

(Per pound)

Brazil Canada Korea
Period Margin Percent Margin Percent Margin Percent
1983: .
January-March..... 2/ 2/ Gk ek 2/ 2/
April-June........ 2/ 2/ ek Fkk 2/ 2/
July-September.... 2/ 2/ Fkk falade 2/ 2/
October-December.. 2/ 2/ Fkk Fkk 2/ 2/
1984:
January-March. .. .. Gk ek 2/ 2/ 2/ 2/
April-June........ *¥k Fkk Fekk kel -2/ 2/
July-September.... *¥% Ll falaad falaid 2/ 2/
October-December.. *%* *kek L ek 2/ 2/
1985:
January-March..... *kk ok 2/ 2/ 2/ 2/
April-June........ 2/ 2/ Fkk Fkok 2/ 2/
July-September.... 2/ : 2/ ok Fkk S ko
October-December.. 2/ 2/ ok Fkk Fkk Fkk
1986:
January-March..... Fkk *kk Fkk kel 2/ 2/
April-June........ 2/ 2/ 2/ 2/ Fxk okl

1/ Slitting stock, CDA end-use classification 920, CDA alloy 260, .016"-.0199"
thick by maximum yield width.
2/ Cannot be calculated.

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

A-61



A-62

Table 25.--Brass sheet and strip: The average margins by which imports of
builders’ hardware undersold or (oversold) the U.S.-produced product sold on

a nontoll account basis, by countries of origin and by quarters, January
1984-June 1986 1/ ‘ :

(Per pound)

Brazil Korea
- Period Margin Percent Margin Percent
1984
January-March............. §Hwx k% Gk Kk
April-June................. Fkk *kk *kk ek
July-September............. Fdek i 2/ 2/
October-December........... Fk k% 2/ 2/
1985:
January-March.............. k% *kk 3/ Fkk
April-June................. 2/ 2/ *kk Fkk
July-September............. 2/ 2/ *kk Fkk
October-December........... 2/ 2/ *kk Fkk
1986: ‘
January-March.............. 2/ 2/ *kk k%
April-June................. *kk *kk Fkk *kk

1/ Builders hardware’, CDA end-use classification 110, CDA alloy 260,
0.016"-0.032" thick by 2"-12" in width.

2/ Cannot be calculated.

3/ This price comparison showed * * %,

Source: Compiled from data submitted in response to questionnaires of the
"U.S. International Trade Commission.
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percentage margins by which the importers' weighted-average total selling
price undersold the U.$. producers' weighted-average total selling price:

Underselling/ Range of underselling

total comparisons  Amount Percent
slitting stock, .020"-.025" .. 8/11 $0.01-0.20 0.8-17.2
Slitting stock, .016"-.0199"., 6/6 11— 027 9.3-22.7
Builders' hardware............ 6/6 A7~ 24 15.2-20.6
Comm. and elec., .016"-.020".. 3/3 .26~ .46 18.4-31.5

Margins of underselling on importers' sales of Brazilian brass sheet and strip
were the highest for the heavier gauge communications and electronics product
category. One price comparison involving the lamp shells and sockets product
shipped during April-June 1984 showed that the imported Brazilian product was
higher priced by $%X% per pound, or #%% percent above the price of U.S.
producers.

jomparing the lowest reported prices for U.S.-produced heavier gauge
slitting stock with the lowest reported prices for Brazilian material reduces
the instances of underselling for that product by one-half. However, a
similar comparison for the lighter gauge slitting stock results in the same
number of underselling instances.

Canada.—-In 23 of 25 weighted-average total selling price comparisons for
imports of brass sheet and strip from Canada, involving the slitting stock
product categories, importers undersold U.$. producers. Margins of
underselling were comparatively low for the subject imports trom Canada. For
the heavier gauge slitting stock product, underselling by importers on these
sales ranged from $0.02 to $0.13 per pound, or 2.0 to 11.3 percent below U.S.
producers' prices. For the lighter gauge slitting stock product, underselling
by importers ranged from $0.04 to $0.16 per pound, or 3.8 to 13.1 percent
below U.S. producers' prices.

Comparing the lowest reported prices for U.S.—-produced heavier gauge
slitting stock with the lowest reported prices for Canadian material reduces
the instances of underselling for that product from 13 to 9 for 14 quarterly
comparisons. A similar analysis tor the lighter gauge slitting stock reduces
the instances of underselling by a supplier of Canadian material from 10 to 6
out of 11 quarterly comparisons.

categories. Of these, 24 price comparisons on a weighted-average basis showed
underselling by importers of Korean material. A summary of underselling by
importers of Korean brass sheel and strip is presented below for 4 of 6
product categories:

Underselling/ Range of underselling
Product total comparisons Amount :
Slitting stock, .020"-.025"... 9/9 " $0.01-0.15 0.§~13.6
alitting stock, .016"-.0199".. 3/3 07— .16 6.7-15.2 A-66
Builders hardware. .. ... ... ... 8/8 see bhelow .3-18.3

Comm. and elec., .016"-.020".. 3/3 L35 44 23.6-31.1
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The tew comparisons Tor the communication and electronics product category
show the highest margins of underselling by imported Korean material,
Regarding imports of Korean builders' hardware, price data indicate that
importers undersold U.S. producers by less than $0.00% per pound to $0.22 per
pound. Two price comparisons for the automotive electrical specification
showed overselling by importers of the Korean product of 0.7 to 3.6 percent
above U.48. producers' prices. With respect to the lamp shells and sockets
category, importers of Korean material oversold U.S§. producers by 0.4 to 7.2
percent in 2 of 3 quarters for which direct price comparisons are available.
The imported Korean material was lower priced by §$Xxx per pound, or by ¥*XxXx
percent, during April—-June 1986.

Comparing the lowest reported prices for U.S.-produced heavier gauge
slitting stock with the lowest reported prices for Korean material reduces the
instances of underselling for that product from 9 to 6 for 9 quarterly
comparisons. A similar analysis for the lighter gauge slitting stock reduces
the instances of underselling by a supplier of Korean material from 3 to 1 out
of 3 quarterly comparisons.

Purchasers' data

The Commission received usable questionnaire responses from 36
purchasers, including 13 distributors and 23 end users of brass sheet and
strip. The total purchases of these reporting brass customers accounted for
23.6 percent of apparent U.S. consumption of all brass sheet and strip in
1985. Regarding the subject imports, reporting purchasers had the most
experience with brass sheet and strip produced in West Germany and the least
experience with brass sheet and strip produced in France and Italy. The
number of purchasers that reported purchasing €20000-series brass sheet and
strip from each of the countries subject to these investigations is presented
in the following tabulation:

Country Number
Brazi L 13
Canada-- 17
France-— )
Italy~— Y
Korea- 8
Sweder-- 6
West Germany- 27

Factors pertinent to purchasers' source decisions.-Purchasers were asked
to list, in order of importance, the three major factors used in deciding
betwean suppliers of brass sheet and strip. Of the 36 purchasers, 64 percent
cited product quality and 17 percent cited price as the most important
purchasing determinant. Over 85 percent of the purchasers ranked price and
quality among their top three factors. Next in importance to reporting brass
customers was current availability/delivery, which was ranked among the top
three tactors by over 60 percent of the reporting purchasers. End users,
which use brass sheet and strip to manufacture various products, generally

A-67



A--68

rated current availability/delivery more important than price when choosing
between suppliers, whereas distributors generally rated delivery
consicderations less important than price. Conversations with end users and -
distributors support this pattern. Because distributors generally purchase to
replenish inventories, distributors can usually accommodate their inventory
planning to account for the variance in average leadtimes of suppliers. For
manufacturers, long or unpredictable leadtimes increase raw materials
inventory costs and can possibly disrupt production schedules.

Other factors that appear to play a major role in several distributors'
and end users' purchasing decisions include traditional relationships with
suppliers or existing contracts, purchasers' judgments as to the future
stability of brass suppliers, or a preference for a particular method of
handling the metal value component for purchases. Several of the largest
brass customers purchase from 37 to 95 percent of their annual brass sheet and
strip needs on a toll account basis. This preference undoubtedly frames their
choice of suppliers because only a few U.5. producers make toll account
sales. Some purchasers also reported a preference for pricing the metal value
component of brass sheet and strip by date of order rather than date of
shipment. This preference may cause some purchasers to buy more imported
brass sheet and strip, since producers generally use the published price at
date of shipment for the metal value. For end users, technical support can
also be an important reason to maintain a purchasing relationship with
particular suppliers,

Product quality.-The Commission recquested brass sheet and strip
purchasers to compare the product quality of imported brass trom the subject
countries with U.S.-produced brass purchased since 1983. Although opinions on
the comparative product quality of brass sheet and strip imported from the
subject countries relative to U.S.-produced brass sheelt and strip varied among
purchasers, on average, reporting purchasers reported that brass imported from
the subject countries is not inferior to U.S.-produced brass sheet and strip.
On the contrary, some purchasers believe that the quality of imported brass is
better than that produced in the United States. For example, approximately
one~half of commenting purchasers stated that imported Korean hrass sheet and
strip is superior to U.S.-produced brass.

For brass sheet and strip, the most important quality considerations
appear to be how closely a shipment matches the specifications desired and
surtface quality or finish. The most important quality factor tor many
purchasers is gauge control. Because purchasers of brass sheet and strip pay
by the pound, variations from the gauge specified can result in the end user
paying for unnecessary poundage. Several purchasers commented that the

Olin is superior to that produced by some other domestic mills. Olin has made
numerous efforts to upgrade its quality control technigques in recent years and
is generally considered in the same quality class as the West German producer
Wieland, whose product quality was highly praised by several purchasers.

Leadtimes.~The Commission asked purchasers Lo report the average
Leadtime in weeks between the date they placed orders for brass sheet and
strip and the date of delivery to their establishments for brass sheet and

strip produced in the United States and in the subject countries. The range A-68
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and median of the purchasers' responses are shown, by country of origin, in
the following tabulation (in weeks): 1/

Country Range Median
United States-— 112 5
Brazi L 216 12

prica;_g¥w;mported C20000-series brass sheet and strip purchased from Brazil,
Canada, and Korea have generally been lower than, approximately equal to, or
higher than those for U.S.-produced brass sheet and strip.

To analyze price competition during the period under investigation, staff
compared purchaser responses concerning the relative prices of imported brass
sheet and strip vis-a-vis U.S.-~produced brass sheet and strip with responses
concerning the relative qualities of the merchandise from the various sources.
For imports produced in Brazil, Canada, and Korea, about one-half of the
responses for each country indicate that imported brass sheet and strip of
quality equal to or better than U.S.-produced brass sheet and strip generally
undersold U.S.-produced brass sheet and strip during the period under
investigation. 1In addition, one purchaser of Korean brass sheet and strip
reported buying imported material of superior quality at prices approximately
equal to those for U.S.—produced brass sheet and strip.

One factor that may play an indirect role in price competition between
U.S. producers and importers is U.S. producers' scrap buy-back programs.
Purchasers were requested to describe scrap buy-back programs offered by U.S.
producers and to state whether or not these programs affect competition
between U.S5. producers and importers of brass sheet and strip. Distributors
and end users generate scrap in slitting and manufacturing operations, and the
percentage of a purchaser's total brass sheet and strip purchases that is left
over as scrap can be as high as 30 to 50 percent for some end users. Fifteen
purchasers stated that U.%. producers pay more for scrap than do scrap
dealers, and % purchasers indicated that there is no real difference in the
prices paid; 16 purchasers did not indicate whether or not the scrap prices
differ. 2/ Estimates of the premium paid by U.S§. producers for scrap ranged
from $0.03 to $0.10 per pound. Five purchasers stated that U.5. producers'
scrap buy-back programs give U.S. producers a slight edge over suppliers of
imported brass sheet and strip. Two purchasers specifically stated that,
because of producers' scrap buy-back programs, importers' selling prices must
be slightly lower than those of U.S. producers.

1/ Tor calculation of the median response, stalft computed an average in
instarices where purchasers' responses were reported as average ranges, e.9.,
12 to 16 weeks,

2/ Those purchasers who did not provide a response to this question
typically either lett it blank, stated they did not sell scrap to producers,
or answered "nu effect” or "unknown."
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Distributors of brass sheet and strip were also asked to provide
quarterly price data for their nontoll account and toll account purchases of
slitting stock from January 1985-June 1986. Nontoll account price data
provided by distributors resulted in 11 direct quarterly comparisons between
U.S.—produced brass sheet and strip and imported brass sheet and strip from
Brazil, Canada, and Korea. ALl 11 price comparisons showed underselling by
the subject imports. The number of direct price comparisons and the range of
underselling, by amount and as a percent of the U.5. producer's price, are
shown in following tabulation:

Country Number of Range of underselling
of origin comparisons Amount Percent
T VA D —— 7 $0.11-0.23 9.9-22.3
Canada- 1 .03 3.0
Korea-— 3 .08 .21 7.0--18.7

In addition, distributors' price data provided six direct quarterly price
comparisons involving distributors' purchases of U.S.-produced brass sheet and
strip on a toll account basis with those distributors' purchases of imported
brass sheet and strip on a nontoll basis. These price comparisons indicate
that the price advantage of imports is reduced or eliminated for purchasers
that buy brass sheet and strip on a toll account basis. The savings for a
purchaser of U.S$.-produced brass sheet and strip on a toll account basis
appear to be the result of both lower metal costs and lower fabrication prices
for these purchases. During * ¥ %, one distributor purchased U.S.-produced
and imported % % ¥ slitting stock on & nontoll account basis. Using the
nontoll account U.S. price for comparison, the imported ¥ % ¥ slitting stock
undersold U.S.-produced material by 19 percent. The same distributor also
made a toll account purchase of U.S.-produced slitting stock during % ¥ ¥,
Using the toll account U.S. price for comparison, the supplier of * % %
material undersold a U.S. producer by 12 percent. Six comparisons were
provided by a distributor that purchases U.S.-produced brass strip on a toll
account basis and ¥ ¥ % paterial on a nontoll account basis. This distributor
paid nearly the same price for U.S.-produced and * ¥ X brass strip in two
quarters of 1985 (within 2 percent) and paid 7 to 11 percent more for
¥ % % brass strip in the first two quarters of 1986. Underselling by a
supplier of imported brass strip Ffrom * % % was 14 percent of the total
purchase price paid for U.S.-produced brass bought on a toll account basis,
however, even though the quantity of imported % ¥ ¥ material purchased was
roughly one—~fourth the size of the U.S.-produced toll shipment.

Trends in purchasing patterns.-—For 1984 and 1985, the Commission
requested all purchasers to report the percentage of their total annual brass
sheet and strip purchases (in pounds) accounted for by U.S.-produced brass
shaet and strip. Of 17 purchasers that bought more than 1 million pounds of
brass sheet and strip in 1984 or 1985, the percentage of total annual
purchases accounted for by U.S.-produced brass sheet and strip declined from
1984 to 1985 for 8 purchasers, remained fairly steady for 7 purchasers, and
increased for 2 purchasers. Percentage point declines ranged from 5 to 23
points; increases ranged from 9 to 21 points.
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Consistent with the trend in apparent U.S. c@nsumpfion, total annual
purchases of brass sheet and strip (in pounds) reported by all purchasers
declined by approximately 16 percent from 1984 to 1985. ¥ ¥ ¥ large reporting
purchasers, ® * %, accounted for more than 94 percent of the decline reported
by the sample of purchasers. The purchasers that showed large declines in
1985 % ¥ % Even though the percontago of each of these large purchasers'
annudl purchasos accounlod 1or by u. pruducod brass gonoraliy dld not chango

wou ld be expected to reduce U . pruducers domebtlc shlpmnnts by
approximately 14.6 million pounds from 1984 to 1985. 1/

Exchange rates

Table 29 presents nominal- and real-exchange-rate indexes betwean the
U.5. dollar and the Brazilian cruzado, Canadian dollar, and the Korean won, by
quarters, from January-March 1983 (the base period) to ﬁprll -June 1986. Based
on dollars per unit of foreign currency, the exchange rate indexes approximate
changes in average prices or price levels of foreign products purchased with
U.s. dollars. 2/

The currencies of all three countries depreciated relative to the U.S.
dollar between 1983 and early 1985. From January-March 1983 to April-June
1986, nominal depreciation for the subject currencies vis—a-vis the U.§.
dollar was 98 percent for the Brazilian cruzado, 11 percent for the Canadian
dollar, and 15 percent for the Korean won.

As a result of varying rates of inflation in the countries covered in
these investigations and in the United States, the nominal-exchange-rate
indexes do not explain changes 1n the real values of" the subject currencies.
Adjusted for inflation, the real value of the Brazilian c;uzado fluctuated
considerably relative to the U.§. dollar during the porlod under
investigation. At its lowest p01nt during April-June 1983, the real value of
the cruzado was 10 percent lower in real terms than during the base period.
Since April-June 1985, the real value of the cruzado’ relative to the dollar
has increased on a quarterly basis, climbing to approximately 7 percent above
its base period value by April-June 1986.

Relative to the U.5. dollar, the real value of the Canadian dollar
fluctuated within a relatively narrow range during the period under
investigation. As of April-June 1986, the real value of the Canadian dollar
had fallen by 3 percent against the dollar since the base period.

1/ One of these large customers showed a ¥X*-percentage-point decline in the
share of total shipments accounted for by U.S.-produced brass from 1984 to
1985, but this purchaser also showed a decline of about *¥¥ percent in toll
account shlpmoan

Pales between Lho dallar and Lhe Iornlgn tountry s currency as a rouqh
estimate of quarterly changes in the average prices of foreign goods sold at a
constant price if purchased with U.%. dollars. Adjusted ftor relative changes
in the wholesale price levels in the United States and in the subject foreign
country, the real-exchange-rate index more accurately reflects real changes in
average wholesale price levels of foreign goods if purchased with Y.5 - dollars.
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Table 29.-Indexes of the nominal and real exchange rates among the U.S.
dollar, the Brazilian cruzado, the Canadian dollar, and the Korean won,
by quarters, January 1983-June 1986 1/ 2/

(January-March 1983:=2100)

Brazilian Canadian
cruzado dollar Korean won

Period Nominal Real Nominal Real Nominal Real
1983

Jan.~-Mar.... 100.0 100.0 100.0 100.0 100.0 100.0

Apr.~June. .. 68.5 90.3 99.7 100.9 97.9 96.8

July—-Sept. .. 51.1 95.6 99.6 100.6 96.0 93.7

Oct.~Dec.... 37.6 98.6 99.1 100.1 94.8 92.1
1984

Jan.-Mar. ... 28.6 97.7 97.8 99.3 94.7 91.4

Apr.-June. .. 21.5 97.2 95.0 96.9 94 .4 90.8

July-Sept. .. 16.3 98.2 93.4 96.2 93.0 90.4

Oct.-Dec.... 11.9 100.9 93.1 96.3 91.9 89.7
1985

Jan.-Mar. ... 8.7 101.2 90.7 95.1 89.8 87.8

Apr.~June. .. 6.2 93.0 89.6 94.5 86.9 84.9

July-Sept. . 4.8 94.7 90.2 95.8 85.3 84.2

Oct.-Dec.... 3.6 100.5 89.0 94.6 84.5 83.3
1986

Jan.~Mar. ... 2.6 107.8 87.4 95.4 84.9 84.1

Apr.—-June. .. 2.4 107.2 88.7 97 .4 84.9 83.9

1/ Exchange rates are expressed in U.S. dollars per unit of foreign currency.
2/ The real-exchange-rate indexes are derived from nominal exchange rates
adjusted by the Producer Price Indexes for the United States and for the
subject foreign countries. These indexes are presented in line 63 of the
International Financial Statistics.

Source: International Monetary Fund, International Financial Statistics.
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On a quarterly basis, the real value of the Korean won fell steadily
against the dollar during 1983--1985, At its lowest point during October-
December 1985, the real value of the won was 17 percent below its base period
value. The real value of the won then remained fairly steady relative to the
dollar from October-December 1985 to April-June 1986,

Lost sales and lost revenues

Six U.8. producers provided lost sales and lost revenue allegations for
these investigations. Nineteen purchasers were cited in 27 allegations of
sales lost because of price competition from imports from Brazil, Canada, and
Korea. Fourteen purchasers were cited in 16 allegations of sales revenues
lost to avoid losing sales to imports from the subject countries. Most of the
lost revenues and lost sales allegations were for 1985 and 1986, but there
were allegations for the entire period of 1983 through September 1986.

Alleged sales lost to imports from Brazil, Canada, and Korea from 1983 through
July-—-September 1986 totaled approximately 3.3 million pounds or $3.4 million.
Alleged revenues lost making price reductions necessary to avoid losing sales
to imports from Brazil, Canada, and Korea were approximately $62,000.

Although the vast majority of allegations involved import competition in CDA
Alloy 260 products (cartridge brass), other alloys, such as yellow brass,
guilding brass, commercial bronze, and red brass were cited in a few
instances. The number and type of allegations cited for each country

subject to these investigations is shown in the following tabulation:

Country of origin Alleged lost sales Alleged lost revenues
Brazil............... KR KKK
Canada. .............. XK FHK
Korea................ KRK KKK

involving a total of % ¥ % pounds, to suppliers of Brazilian brass sheet and
strrip. A spokesman for this * % % stated that, since the mid-to-late 1960's,
* X X has obtained roughly one-half of its brass sheet and strip from U.S.
producers and has imported the remainder from * ¥ %, % # ¥ js the purchaser's
current major domestic supplier. Prices of brass sheet and strip imported
From * * % are reportedly "always identical" to those of U.S.-produced
material bought from % X X, In early 1986, * % ¥ also ordered * X ¥ pounds of
Brazilian brass sheet and strip (¥ ¥ %) because the Brazilian material was
lower priced than U.S.-produced material and * % X brass sheel and strip by
approximately $0.10 per pound. The spokesman commented that ¥ % % would not
have imported the ¥ X % containers of Brazilian material if the price was the
same as that for U.5.- or ¥ %X X hrass because of Brazil's reputation for
unpredictable delivery of up to 6 months late. The spokesman estimated that,
given the uncertain delivery of the Brazilian material, he would expect it to
be priced $0.05% per pound below the U.S.-produced material, and stated his
belief that the purchases of Brazilian material most likely displaced more

X % X paterial than U.S. material from ¥ ¥ ¥ % % % has just recently placed
orders with ¥ X %X for U.5.-produced brass sheet and strip. With respect to
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the quality of the Brazilian material, the spokesman stated that it performed
fine, but noted that the firm's quality requirements are not very demanding.

during * ¥ ¥ involving * ¥ % pounds of brass sheet and strip allegedly
purchased instead ftrom suppliers of Brazilian brass sheet and strip. The
cited ¥ * ¥ returned a questionnaire response to the Commission indicating
that it has not purchased brass sheet and strip imported from Brazil during
1983-86. Regarding the period of the allegation, the purchasing manager for
the company stated that he had received samples of Brazilian material during
that period but denied that a U.S. producer lost a sale to a supplier of
imported brass sheet and strip. During %* % ¥, ¥ % *® was negotiating with

* X ¥ U.S. producers, including ¥ ¥ %, % % % of these producers could not
provide the desired specifications, which were for material of % % ¥ Of the
* % % remaining producers, the lower priced U.S. producer made the sale. The
purchasing manager would not elaborate further on the specific allegation.

During the period under investigation, * % % has purchased C20000-series
brass sheet and strip imported from ¥ ¥ % The percentage of the firm's total
purchases of C20000-series birass sheet and strip in 1984 accounted for by
purchases of U.S§.~produced material was estimated at **¥ percent; the
comparable percentage for 1985 was XXX percent.

The three major factors in this purchaser's source decisions are
prearranged contracts, a preference for purchasing ¥ ¥ ¥ on a toll account
basis, and ¥ ® ¥, In its purchaser's questionnaire response, ¥ ¥ % reported
that it has purchased imported brass sheet and strip in lieu of domestic brass
partly because the specifications desired are not available domestically.
Asked to comment further, the purchasing manager stated that U.S$. producers
can actually provide the bulk of % % %'s requirements for particular gauges
and widths but imported brass sheet and strip produced in % * X has "tighter"
tolerances than does the U.S.-produced material it purchases. The spokesman
explained that gauge control, a producer's ability to produce brass sheet and
strip as close as possible to the gauge specitiied, is desirable because the
firm does not want to purchase unnecessary poundage. * ¥ % does not purchase
brass sheet and strip From * ¥ ¥ hecause * * ¥, * ¥ ¥'s purchasing manager -
reported that, as of October 1986, brass sheet and strip from * * % is priced
approximately 10 percent bhelow prices of its U.S. suppliers.

Purchaser 3.—% % ¥ alleged that it lost revenues on a * ¥ % sale of
® % % pounds of brass sheet and strip to ¥ % % because of price competition
from imported Canadian brass sheet and strip. A spokesman for this * * %
denied that it received a price reduction from a U.S. producer because of
price competition from Canadian brass sheet and strip during * ¥ ¥, In recent
years, ¥ ¥ *¥'s major suppliers have been ¥ % % and % ¥ %, a supplier of
Canadian brass sheet and strip. The spokesman explained that ¥ * ¥, and that
* % % has not purchased much Canadian material since then because
U.$.—produced brass sheet and strip has been priced very competitively.
Currently, * % %'s major supplier is ¥ ¥ %, but the firm's spokesman stated
that it also bought limited quantities of brass sheet and strip from ¥ ¥ ¥ in
the tirst and fourth quarters of 1986. The company's purchaser questionnaire
response indicates that in the first two quarters of 1986 it was purchasing
one specification of brass sheet and strip from ¥ ¥ ¥ at prices lower than
those for Canadian material purchased % % X, A-74



Refusing ¥ ¥ X offar of $X%% por pound, ¥ ¥ % allegedly purchased * ¥ ¥ from a
supplier of Korean brass for approximately $%%%¥ per pound. About 5 years ago,
* ¥ % stopped purchasing from * % ¥, its major supplier for ¥%% years, because
% % % could no longer remain price competitive. The purchasing agent for

* % % stated that the company has purchased mostly Japanese material since
that period. The company's major suppliers of U.S.-produced brass sheet and
strip are % % %, '

Regarding imported Korean brass sheet and strip, % % % purchased a sample
of *%% pounds of Korean brass sheet and strip in % ¥ % 1985 for approximately
$¥x% per pound. The price for the Korean material was not considered lower
than that for U.S.-produced brass sheet and strip purchased in that period and
price was not the reason for the purchase. In % % % 198%, % % ¥ also
purchased samples of brass sheet and strip produced in % % ¥, In % X % 1985,
the company decided to "stay with Japan" for most of its brass sheet and strip
needs. The company generally purchases % * %,

The major purchasing determinants for this company are reportedly price
and quality. In thinner gauges, brass sheet and strip produced in Japan is
lower priced by $0.05 to $0.25 per pound. The brass sheet and strip * * %
purchases f'rom ®* ¥ X is of different gauges, presumably thicker. The
spokesman stated that in gauges of .025"-.040", U.S.-produced material can be
lower priced for the same level of quality.

pound§M5FM;wim¥Whaterial allegedly purchased from a supplier of Canadian brass
sheet and strip in % % %X, * % ®'s suppliers of U.S.-produced brass sheet and
strip include * * %, The company also imports brass sheet and strip firom

* % %, The purchasing agent for * % % could not recall the competitive
situation during * ¥ ¥, The spokesman stated that Canadian material has been
lower priced than U.S8.-produced brass sheet and strip on certain occasions,
but noted that it has not been consistently lower priced during the period
under investigation. Price is not the only reason to purchase imported brass
sheet and strip, the spokesman added. Apparently, current availability has
influenced particular purchasing decisions between U.S.-produced and imported
brass sheet and strip in both directions. Average leadtimes for U.&.-produced
brass are 4 to 5 weeks, compared with 3 to 5 weeks for Canadian brass. * * %
returned * ¥ ¥ questionnaire to the Commission, stating that, in 1985, the
company * ¥ ¥, In 1986, the company % ¥ ¥,

* ¥ ® alleged that in * ¥ ¥ it lost sales of * % ¥ because * ¥ ¥ purchased
Brazilian material instead for $*%% to $X*X¥ per pound below ¥ * X¥'s price
quotes of $¥%% to $X*%% per pound. The purchasing agent for * ¥ ¥ denied
purchasing any imported brass sheet and strip during the period of the
allegation. The * % ¥'s suppliers of U.S.-produced brass sheet and strip
include ¥ % %, The company's spokesman recalled purchasing approximately %X
pounds of U.S.-produced brass sheet and strip from ¥ % ¥ during April 1986, in
lieu of a higher priced offer from % ¥ %,

The major determinants in the company's source decisions are price anc
quality. % % % has purchased limited amounts of imported ¥ * % brass sheet
and strip in recent years. Since approximately March 1986, imported brass
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sheet and strip from these countries has been higher priced than U.S.-produced
brass sheet and strip. The spokesman stated that U.S. producers have cut
their prices considerably in 1986. Imported brass sheet and strip has to be
about $0.05 per pound lower priced than U.S.-produced material because the
company simply prefers to "buy American." Asked about delivery
considerations, the spokesman stated that brass from offshore often has better
delivery than U.S.-produced brass sheet and strip. For example, % ¥ ¥ can get
* % X material in 5 to 7 weeks, whereas U.S.-—produced material can take 7 to
12 weeks for delivery. % ¥ %*'s supplier of % ¥ ¥ paterial maintains some U.S.
inventory for its customers.

Purchaser 7.—% % ¥ was cited by ¥ ¥ % in an allegation of revenues lost
in % ¥ % pecause of price competition from suppliers of Korean brass sheet and
strip. The U.S. producer's price was allegedly reduced from $¥**% par pound to
$xx% per pound in response to a price quote for Korean material of §$x%% per
pound. The company's purchasing agent could not recall the instance and
denied that % * % has ever purchased Korean brass sheet and strip. Of the
countries subject to the Commission's investigations, the firm has purchased
some * * % brass sheet and strip on a spot bhasis.

involving **% pounds of brass sheet and strip allegedly purchased around %* % %
from a supplier of Korean material for $*%% less per pound than * % % offer
based on fabrication prices. A spokesman tor ¥ ¥ ¥ denied that it has ever
purchased Korean brass sheet and strip, but he could not recall if the company
had purchased imports from another country around % ¥ %, % % %'s suppliers of
U.S.—produced brass sheet and strip include % % ¥,

According to its purchaser's questionnaire response, ¥ ¥ ¥ has also
purchased brass sheet and strip from * % ¥ during the period of
investigation. During 1983, 1984, and part of 1985, imported brass sheet and
strip from these countries was approximately 10 percent lower priced than
U.5.~produced material. Currently, imports from these countries are only 2 to
3 percent lower priced than U.S.-produced material. U.S§. producers are
offering * ¥ % price quotes of $0.91 to $0.93 per pound and some importers of
Italian and West German brass sheet and strip are quoting price quotes of
approximately $0.88 to $0.90 per pound. At these price levels, it is no
longer worthwhile to purchase imported material because of the longer
leadtimes involved. % % ¥ is reportedly no longer even being considered as a
supplier because of the high LTFV margins assessed by Commerce. The company's
spokesman stated that the percentage of its brass sheet and strip purchases
accounted for by U.S.-produced brass sheet and strip has increased from 1984
to date. :

pounds of ¥ % ¥ brass sheet and strip allegedly purchased from a supplier of
Canadian material because it was $%%% lower priced than the * X X offer. A
spokesman for * ¥ ¥ stated that most of the brass sheet and strip it purchases
is ¥ ¥ X, Although * ¥ ¥ was its primary supplier for brass sheet and strip,
¥ % % preportedly also purchases material from % ¥ ¥, The spokesman stated
that * % % has purchased less than **% pounds of Canadian material in order to
* ® % but could not recall when it was purchased.
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Purchaser 10.-¥ % % cited ¥ % ¥ in an allegation of sales lost in ¥ % ¥
to imports of Canadian and X ¥ % brass sheel and strip. The allegation
involved % % X, The purchasing agent for this % % ¥ estimated that ¥ % %
purchases approximately **% pounds of % % % brass sheel and strip per year.
The tfirm has not purchased any U.§.-produced brass sheet and strip for about
X % % yoars. Previously, U.S.-produced brass sheet and strip was purchased
through distributors and never directly from U.S. producers. Since ¥ ¥ ¥, the
company has purchased all of its * * % from a supplier of imported West German
material. Prior to purchasing West German material, the company purchased
imported Canadian material for about X X ¥ years., In ¥ X %, % ¥ % started
purchasing Candian material because it was lower priced and because of
delivery problems with U.S.-produced brass, which was made to order but then
bought from local distributors. U.S.-produced % ¥ ¥ was selling for around
$1.35 to $1.45 per pound, and Canadian * % ¥ was selling for approximately
$1.25 to $1.30 per pound. 1/ At that time, average leadtimes ftor
U.S.-produced brass were 10 to 12 weeks, and U.S. mills often had trouble
meeting scheduled delivery dates. The leadtime for Canadian material was 8 to
9 weeks, and it arrived on schedule. The purchasing agent believed that
prices of U.S.-produced ¥ %* ¥ have fallen to approximately $1.30 to $1.35 per
pound in 1986.

Purchaser 11,-% % % was cited in a lost revenue allegation involving
price reductions of §X*%¥ per pound on ¥ ¥ ¥ pounds of brass sheet and strip
sold in * % % because of price competition from suppliers of Korean brass
sheet and strip. ¥ % %X purchases from a number of U.5. producers, including
* % ¥, and also purchases imported brass sheet and strip produced in * % %,
The purchasing agent for ¥ % X stated that he routinely gets price reductions
on price quotes from all his suppliers * % %, He also stated that he % % %,
The purchasing agent would not comment on the specific allegation but noted
that it is likely that Korean brass sheet and strip has been lower priced than
U.s.~produced material or otherwise he would not have purchased it. X% ¥ % has
paid a slight premium for U.S$.-produced brass sheet and strip because it
cannot always wait for imported brass sheet and strip. The purchasing agent
reported that leadtimes are often more important than price in deciding
between suppliers. The purchasing agent could not estimate the value of
shorter lead— times from domestic producers in terms of the price of brass
sheet and strip.

1/ K ¥ K
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APPENDIX A

NOTICES OF FINAL LTFV DETERMINATIONS BY THE DEPARTMENT
OF COMMERCE ON BRAZIL AND KOREA
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international Trade Administration
[A-351-803)

Final Determination of Sales at Less
Than Fair Valuc; Brass Sheet and Strip
From Brazf!

AGENCY: Import Administration,
International Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: We have determined the
brass sheet and strip from Brazil are
being. or are likely to be, sold in the
United States at less than fair value, and
have notified the US. International
Trade Commission (ITC) of our
determination. We have also directed
the U.S. Customs Service to continue to
suspend liquidation of all entries of
brass sheet and strip from Brazil that

are entered, or withdrawn from
warehouse, for consumption, on or after
the date of publication of this notice,
and to require a cash deposit or bond for
each entry in an amount equal to the
estimated dumping margins as described
in the “Suspension of Liquidation"
section of this notice.

EFFECTIVE DATE November 10, 1986.

FOR FURTHER INFORMATION CONTACT:
Jess Bratton or Charles Wilson, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW.,
Washington, DC 20230; telephone {202)
377-3963 or 377-5288.

SUPPLEMENTARY INFORMATION:
Final Detorminatioa

We have determined that brass sheet
and strip from Brazil are being, or are
likely to be, sold in the United Sgates at
less than fair value, as provided in
section 735(a) of the Tariff Act of 1830,
as amended (the Act) (19 US.C.
1673d(a)). We made fair valoe
comparisons on sales of the class or
kind or merchandise to the United
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States by the sole respondent duri e

period of investigation, October 1, 1985
through March 31, 1886. Comparisons
were based on United States price and
foreign market value, furnished by
petitioners. We have found the average

margin for the company investigated to -

be 40.82 percent, ad valorem.
Case History

On March 10, 1888, we received a
petition in proper form filed by
American Brass, Bridgeport Brass
Company, Chase Brass and Copper
Company, Hussey Metals Division, the
Miller Company, Olin Corporation—
Brass Group, and Revere Copper
Products, Inc., domestic manufacturers
of brass sheet and strip, and by the
International Association of Machinists
and Aerospace Workers, International
Union—Allied Industrial Workers of
America (AFL-CIO), Mechanic
" Educational Society of America (Local
56), and United Steelworkers of America
(AFL/CIO-CLC). The petition was filed
on behalf of the U.S. industry that casts,
rolls, and finishes brass sheet and strip.
In compliance with the filing :
requirements of § 353.36 of the
Commerce Regulations (19 CFR 353.36),
the petition alleged that imports of the
subject merchandise from Brazil are
being, or are likely to be, sold in the
United States at less than fair value
within the meaning of section 731 of the
Act and that these imports materially
injure, or threaten material injury to, a
U.S. industry.

We determined that the petition
contained sufficient grounds upon which
to initiate an antidumping duty
investigation. We initiated such an
investigation on March 31, 1988 (51 FR
11774, April 7, 1888), and notified the
ITC of our action. On April 24, 1988, the
ITC determined that there is a
reasonable indication that imports of
brass sheet and strip from Brazil
materially injure 8 U.S. industry (USITC
Pub. No. 1837). ,

On April 18, 1886, we presented an
antidumping duty questionnaire to
Eluma Corporation (Eluma), which
accounts for virtuslly all exports of the
subject merchandise to the United
States. We requested a response in 30
days. On May 19, 1988, at the request of
Eluma, we granted a 14-day extension of
the due date for the questionnaire
response. We received a response on
June 5. On June 26, we requested
additional information from Eluma. We
received supplemental responses on July
10, August 4, and August 15, 1886.

On August 18, 1988, we made an
affirmative preliminary determination
{August 22, 1986, 51 FR 30002).

'On September 11, 1966, Eluma
requested that the final determination

.be postponed until 135 days after the

preliminary determination and that
verification of the questionnaire
response also be postponed. On October
3, 1966, counsel for Eluma wrote to
notify us that Eluma was not prepared

. . to participate in a verification of its

response and was, therefore,
withdrawing its request for a
postponement of the final determination.

.. .Asrequired by the Act, we afforded
" interested parties an opportunity to

submit oral and written comments. No
request for a hearing was made.

Scope of Investigation

The products covered by this
investigation are brass sheet and strip,

_other than leaded brass and tin brass

shéet and strip, currently provided for
under the Tariff Schedules of the United
States Annotated, (TSUSA) item
numbers 612.3960, 612.3982, and
612.3886. "

The chemical composition of the
products under investigation is currently
defined in the Copper Development
Association (C.D.A:) 200 series or the

. Unified Numbering System (UN.S.)
C20000 series. Products whose chemical
.. composition are defined by other CD.A.

or U.N.S. series are not covered by this

.investigation.

Fair Value Comparison

_- To determine whether sales of the
subject merchandise in the United
States were made at less than fair value.
we compared the United States price,
based on the best information available,
with the foreign market value, also
based on the best information available.
We used the best information available
as required by section 778(b) of the Act,
because we did not receive a verifiable
response.

United States Price.

We calculated the purchase price of
brass and strip on the basis of the best
information available which is the ex-
factory prices provided by petitioners.
These prices were based on actual sales
or offers made by a Brazilian producer
and on monthly average unit values
derived from the Bureau of Census
import statistics. Petitioners arrived at
ex-factory prices by deducting, where
appropriate, estimated charges for
ocean freight, insurance, and U.S. inland
freight. -
Foreign Market Value

We calculated the foreign market
value of brass sheet and strip on the

basis of the best information available
which is the ex-factory prices furnished

by petitioners. These prices were based
on a Brazilian producer's ex-factory
prices in the home market. After having
reviewed the petition, we determined
that it contained sufficient information
on which to make a circumstance of sale
adjustment for credit expenses.
Accordingly, we made an adjustment for
difference in circumstance of sales for
credit expenses pursuant to § 353.15 of
our regulations.

Verification

Respondent did not permit the
verification of its response as required
by section 776(a) of the Act.

Petitioners’ Comments

Comment No. 1: Petitioners argue that.
in the absence of a verifiable response.
the final determination in this case must
be based upon the best information
otherwise available. The petitioners
recommend that the data contained in
their petition be used for this purpose,
as was done in the preliminary
determination, and that the preliminary
rate of 42.25 percent be adopted as the
final weighted-average margin of
dumping as well.

DOC Response: We agree that the
data contained in the petition should be
used as the best information available.
A review of the petition, however,
reveals that it contains sufficient
information on which to make a
circumstance of sale adjustment. (See
*“Foreign Market Value" section of this
notice.)

Comment No. 2: Petitioners argue that
the Department erred when, after the
preliminary determination, it directed
the United States Customs Service to
reduce the bond requirement for
antidumping duties by the amount of the
de minimis export subsidy preliminarily
found in the companion countervailing
duty investigation of brass sheet and
strip from Brazil since there was no
bonding requirement for the export
subsidy in that case. Petitioners reguest
that this error be rectified and not be
repeated after the final determination.

DOC Position: The export subsidy
found in the final determination of the
countervailing duty investigation of
brass sheet and strip from Brazil, issued
concurrently herewith, is not de
minimis. Therefore, we must direct the
United States Customs Service to reduct
the bond requirement for antidumping
duties by this amount. (See the
“Suspension of Liquidation" section of
this notice.)

Suspension of Liquidation

In accordance wit¥section 735(d) of
the Act, we are directing the U.S.
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Customs Service to continue to suspend
liquidation of all entries of brass sheet
and strip from Brazil that are entered, or
withdrawn from warehouse, for
consumption, on or after the date of
publication of this notice in the Federal
Register. The United States Customs
Service shall require a cash deposit or
the posting of a bond on all such entries
equal to the estimated weighted-average
amount by which the foreign market
value of the merchandise subject to this
investigation exceeds the United States
price, which was 40.62 percent of the
entered value of the merchandise. The
suspension of liquidation will remain in
effect until further notice.

Article V1.5 of the General Agreement
on Tariffs and Trade provides that “[n]o
product shall be subject to both
antidumping and countervailing duties
to compensate for the same situation of
dumping or export subsidization.” This
provision is implemented by section
772(d)(1)(D) of the Act, which prohibits
assessing dumping duties on the portion
of the margin attributable to export
subsidies. In the final countervailing
duty determination on brass sheet and
strip from Brazil, issued concurrently
herewith, we have found export
subsidies. Since dumping cannot be
assessed on the portion of the margin
attributable to export subsidies, there is
no reason to require a cash deposit or
bond for that amount. Thus, the amount
of the export subsidies will be
subtracted for deposit or bonding
purposes from the dumping margins.

ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. In addition, we are
making available to the ITC all
nonprivileged and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and business
proprietary information in our files,
provided the ITC confirms in writing
that it will not disclose such information
either publicly or under an
administrative protective order without
the consent of the Deputy Assistant
Secretary for Import Administration.
The ITC will determine whether these
imports materially injure, or threaten to
injury to, a U.S. industry within 45 days
of the publication of this notice. If the
ITC determines that material injury or
threat of material injury does not exist
this proceeding will be terminated and
all securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However. if the
ITC determines that such injury does
exist, we will issue an antidumping duty
order directing Customs officers to

assess an antidumping duty on brass
sheet and strip from Brazil entered, or
withdrawn from warehouse, for
consumption after the suspension of
liguidation, equal to the amount by
which the foreign market value exceeds
the United States price.

This determination is being published
pursuant to section 735(d) of the Act (19
U.S.C. 1673d(d)).

Paul Freedenberg,
Assistant Secretary for Trade Administration.
November 3, 1986.

{FR Doc. 86-25386 Filed 11-7-86 8:45 am]
BILLING COOE 3610-D5-8

[A-580-803]

Final Determination of Sales at Less
Than Fair Value; Brass Sheet and Strip
From the Republic of Korea

AGENCY: Import Administration.
International Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: We have determined that
brass sheet and strip from the Republic
of Korea are being. or are likely to be,
sold in the United States at less than fair
value, and have notified the U.S.
International Trade Commission (ITC)
of our determination. We have also
directed the U.S. Customs Service to
continue to suspend liquidation of all
entries of brass sheet and strip from the
Republic of Korea that are entered, or
withdrawn from warehouse, for
consumption, on or after the date of
publication of this notice. and to require
a cash deposit or bond for each entry in
an amount equal to the estimated
dumping margins as described in the
“Suspension of Liquidation” section of
this notice.

EFFECTIVE DATE: November 10, 1986.

FOR FURTHER INFORMATION CONTACT:
John J. Kenke! or John Brinkmann, Office
of Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce. 14th Street
and Constitution Avenue NW.,
Washington, DC 20230; telephone (202)
377-5404 or 377-3965.

SUPPLEMENTARY INFORMATION:
Final Determination

We have determined that brass sheet
and strip from the Reputlic of Korea are
being. or are likely to be, sold in the
United States at less than fair value, as
provided in section 735(d) of the Tariff
Act of 1830, as amended (the Act) (19
U.S.C. 1673b). We made fair value
comparisons on sales of the class or
kind of merchandise to the United States

by the sole respondent during the period
of investigation, October 1, 1885 through
March 31, 1886. Comparisons were
based on United States price and foreign
market value, based on home market
prices. We have found the weighted-
average margin for the company
investigated to be 7.17 percent, ad
valorem.

Case History

On March 10, 1988, we received a
petition in proper form filed by
American Brass, Bridgeport Brass
Company, Chase Brass and Copper
Company, Hussey Metals Division, the
Miller Company, Olin Corporation—
Brass Group, and Revere Copper
Products, Inc., domestic manufactures of
brass sheet and strip, and by the
International Union—Allied Industrial
Workers of America (AFL-CIO),
Mechanics Educational Society of -
America (Local 56), and United
Steelworkers of America (AFL/CIO-
CLC). The petition was filed on behalf of
the U.S. industry that casts, rolls, and
finishes brass sheet and strip. In
compliance with the filing requirements
of § 353.36 of the Commerce Regulations
(19 CFR 353.36), the petition alleged that
imports of the subject merchandise from
the Republic of Korea are being, or are
likely to be, sold in the United States at
less than fair value within the meaning
of section 731 of the Tariff Act of 1930,
as amended (the Act), and that these
imports materially injure, or threaten
material injury to, a U.S. industry.

We determined that the petition
contained sufficient grounds upon which
to initiate an antidumping duty
investigation. We initiated such an
investigation on March 31, 1986 (51 FR
11775, April 7, 1988), and notified the
ITC of our action. On April 24, 1986, the
ITC determined that there is a
reasonable indication that imports of
brass sheet and strip from the Republic
of Korea materially injure a U.S.
industry (USITC Pub. No. 1837).

On April 18, 1968, we presented an
antidumping duty questionnaire to
Poongsan Metal Corporation (PMC),
which accounts for at least 60 percent of
exports of the subject merchandise to
the United States. We requested a
response in 30 days. On May 19, 1986, at
the request of PMC, we granted an
extension of the due date for the
questionnaire response until jung 8}
1986. We received a response on June 9.
On July 1, 1988, we requested additional
information from PMC. We received
supplemental information on July 14,
1986.
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On August 18, 1988, we made an
affirmative preliminary determination
(August 22, 1988, 51 FR 30086).

As required by the Act. we afforded
interesied parties an opportunity to
submit oral and written comments. None
of the perties requested a hearing.
However, they did submit written briefs
addressing the issues in this
investigation.

Scope of Investigation

The products covered by this
investigation are brass sheet and strip,
‘other than leaded brass and tin brass
- sheet and strip, currently provided for
under the Tariff Schedules of the United
States Annotated, (TSUSA) item
numbers 612.3960, 612.3982, and
612.3888.
The chemical composition of the
" products under investigation is currently
defined in the Copper Development
'Association (CI.A.) 200 series or the
Unified Numbering System (UN.S.)
C20000 series. Products whose chemical
‘composition are defined by other CD.A.
" or UN.S. series are not covered by this
investigation.
Fair Value Comparison

In order to determine whether sales of
the subject merchandise to the United
States were made at less than fair value,
we compared the United States
purchase price with the foreign market
value, based on home market prices.

For this merchandise, there are two
types of sales: tolled and non-tolled. In
tolled sales, the brass mill's customer
provides the mill with the copper and/or
zinc, or scrap, purchased from another
source, which the mill converts into
brass sheet or strip. The mill charges its
customer only for the value of the
conversion. In non-tolled sales, the
brass mill produces brass sheet and
strip from its own stocks of copper and
zinc.

We have decided that the most
accurate comparison is, when possible,
to compare tolled sales to tolled sales
and non-tolled sales to non-tolied sales.
This type of “apples-to-apples™
comparison achieves the most accurate
results. If we were to compare the prices
of telled to non-tolled sales, extensive
adjustments would have to be made. For
example, if the U.S. transaction is a non-
tolled sale, we would have to adjust
home market prices for tolied sales so
that they would reflect in addition the
cost of the metal inputs. In the opposite
situation, home market prices for non-
tolled sales would somehow have to be
adjusted downward.

These adjustments would present a
serious administrative burden and raise
methodological issues. Moreover, the

tolling charge appears to be directly
dependent on the quality of the metal
inputs. Thus, to make the adjustment
would require us to examine each
transaction to determine the quality of
the inputs. On methodological grounds.
such adjustments raise the issue of how
to allocate profit between the material
nputs and processing activities when
adding or subtracting material costs.
Accordingly, since there were no
tolled sales in the United States, we did
not ask the respondent to provide
information on home market tolled
sales. Therefore, we compared prices of
non-tolled sales in the United States to
non-tolled sales in the home market.

United States Price

As provided for in section 772(b) of
the Act, we used the purchase price of
the subject merchandise to represent the
United States price, since the
merchandise was sold to unrelated
purchasers prior to inportation into the
United States. We calculated the
purchase price based on the c.if..
packed price to unrelated purchasers in
the United States. :

We made deductions, where
appropriate, for foreign inland freight
and insurance, brokerage in the
Republic of Korea and the United States,
ocean freight, marine insurance, bank
charges, and U.S. inland freight. We
added duty drawback to the United
States price.

Foreign Market Value

In accordance with section 773(a) of
the Act, we calculated foreign market
value based on c. & f. packed home
market prices. We made deductions,
where appropriate, for inland freight.
We mede adjustments for differences in
circumstances of sale for credit -
expenses, advertising and warranty
costs pursuant to § 353.15 of our
regulations. We subtracted home
packing cost and added U.S. packing
cost.

We established separate categories of
*such or similar” merchandise, pursuant
to section 771(16)(C) of the Act, on the
basis of form of material (sheets or
strips). In order to select the most
similar products within a “such or
similar” category, we grouped the
merchandise on the basis of grade
(chemical composition), dimensions, and
special finishes. We also compared
merchandise that is sold to the United
States in coil form with the merchandise
that is sold in the home market in coil
form. Similarily. we compared U.S. sales
of cut-to-length merchandise with home
market sales of cut-to-length
merchandise.

- Poongsan represen

Where there were no identical
products in the home market with which
to compare products to the United
States, we made adjustments to similar
merchandise to account for differences
in the physical characteristics of the
merchandise, in accordance with section
773(a)(4)(C) of the Act. These
adjustments were based on differences
in the costs of materials, direct labor
and directly related factory overhead.

Certain claims were disallowed in
calculating foreign market value. PMC
claimed an adjustment in the home
market for a handling fee paid to a
related company. Because of their
relationship, we consider the cleimed
expenses to be indirect selling expenses
of PMC and we did not adjust for it.

The petitioners requested that we
made an adjustment for U.S.
warehousing expenses. We found that
these expenses were indirect in nature
and, accordingly, we did not make an
adjustment.

Currency Conversion

In calculating foreign market value,
we made currency conversions from
Korean won to U.S. dollars in
accardance with § 353.58(a) of our
regulations, using the certified daily
exchange rates furnished by the Federal
Reserve Bank of New York.

Verification

As provided in section 776{a) of the
Act, we verified all information
provided by the respondent. using
standard verification procedures,
including examination of accounting
records and original source documents
containing relevant information on
selected sales.

Petitioners’ Comments
Comment #1: Petitioners contend that

* the Department should have requested

information from the other Korean
producer of brass sheet and strip. Also,
the Department should have included all
of Poongsan's U.S. sales transactions in
its analysis. The Department cannot
justify sampling the U.S. sales
transactions in this investigation in light
of the requirements of section 820 of the
Trade and Tariff Act of 1984.

DOC Response: We disagree. There is
no requirement that the Department
examine all relevant exporters or sales.
The Department’s regulations merely
require that we examine at least 60
percent of the imports in question, 19
CFR 353.38, and we have done so in this
proceeding. In this ? tigation,

ed over 87 percent of
all imports of brass sheet and strip.
Thus, there is no need to examine all the
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exporters. Secondly. we do not view
allowing the respondent not to report
exporter’s sales price and other small
sales for certain alloys as sampling. We
disregarded these sales for reasons of
administrative convenience, having
concluded that these few sales would
not add to the accuracy of our analysis.

Comment #2: Alloy 85/15 (85 percent
copper and 15 percent zinc) sold in the
United States is not sold in the home
market. The Department should, for
comparison purposes. use the 80/10
alloy in the home market which is most
like, in terms of alloy content and from a
technical standpoint, the product sold in
the United States. instead of alloy 70/30
which was used in the preliminary
determination.

DOC Response: We disagree. In
accordance with the statute. we have
decided that alloy 70/30 is “similar”
merchandise to alloy 85/15. The content
of zinc and copper in the alloys is not
determinative by itself of whether one
alloy is more similar to another. Also,
90/10 alloy produced by Poongsan is not
more like 85/15 than 70/30 from a
technical standpoint. Rather. 70/30 and
90/10 produced by Poongsan are equally
similar to 85/15 from a technical
standpoint.

Moreover, Poongsan's production runs
for 85/15 are closer in size to those of
70/30 than to 90/10. The larger
production runs of the 70/30 are more
appropriate than smaller runs of 90/10,
which would show higher costs in part
because of the small size of the runs
rather than solely because of the
differences in the physical
characteristics of the merchandise itself.

Comment #3: The respondent's gauge
groupings are too broad and do not
accurately reflect the physical
differences in merchandise or the
manufacturing costs associated with
producing the merchandise. Therefore.
petitioners urge the Department to use
petitioners’ gauge cost data as the best
information available.

DOC Response: We disagree. The
overwhelming majority of sales by
Poongsan are of the smaller gauge
groupings. These smaller gauge
groupings, as delineated by Poongsan,
are comparable to those suggested by
the petitioners. The larger gauges
represent few sales by Poongsan;
moreover, Poongsan’s gauge groupings
appear to reflect accurately the costs
and associated physical differences of
the merchandise.

Comment #4: The Department should
not allow Poongsan's duty drawback
claim since it has failed to demonstrate
that the amount of the duty drawback
refund is tied directly to payment of
import duties on inputs contained in the

merchandise. In addition. Poongsan has
failed to show that it used only imported
dutiable inputs. Finally, Poongsan has
not accounted for wastage and
domestically-sourced scrap in the
production process in calculating its
claim.

DOC Response: We disagree.
Poongsan established a sufficient link
between the import duties paid and the
refund granted. Huff Corp. v. United
States 632 F. Supp. 50 (C.1.T., 1986). We
thoroughly verified Poongsan's duty
drawback claim and found no
discrepancies. No domestic scrap is
used in the manufacture of the
product—only imported dutiable inputs
are utilized. Wastage is provided for in
the computation of duty drawback.
Therefore, we used Poongsan's figure in
our analysis.

Comment #5: Poongsan's claimed
physical difference in merchandise
adjustment for material costs may not -
be net of all duties. If not, then they
should be deducted before making any
comparisons.

DOC Response: We disagree. At
verification we found that Poongsan's
journals, invoices and records detailed
the costs of the materials exclusive of
duties. In accordance with our practice,
we added the Korean import duty into
the cost of the product before
calculating the proper adjustment for
physical differences in the merchandise.

Comment #6. The Department should
deny Poongsan's home market warranty
expense claim because it could not
substantiate the fabrication costs
associated with remaking returned
merchandise.

DOC Response: We disagree.
However, since we could not directly
verify the fabrication expense
associated with warranty costs, we have
used the best information available
instead. We subtracted materials cost,
which was verified, and our statutory
minimum 10 percent for selling, general
and administrative expenses and eight
percent for profit. We considered the
remainder as the fabrication cost and
used it in our calculation of the home
market warranty costs.

Comment #7: The Department should
reject Poongsan’'s home market
advertising expense claim to the extent
that it is based on advertising of a
general nature.

DOC Response: We disagree. An
exception to the “directly related"
requirement exists for advertising
expenditures. Advertising expenses
which are deductible from foreign
market value may be of a fixed or
variable nature and may be institutional
in nature or tied to the specific product,
but they must be expenses which are

undertaken on behalf of the ultimate
customer. We verified that certain
advertising expenses met these criteria.
Therefore, we have allowed those
expenses.

Comment #8: The Department should
make a circumstance of sale adjustment
for U.S. warehousing expenses on a
sale-by-sale basis instead of averaging
the costs over all sales.

DOC Response: We disagree. The .
warehousing of merchandise was not
done under contractual obligation to the
purchasers but merely to position the
merchandise for immediate delivery into
the U.S. market. Therefore, we do not
consider it to be a direct selling expense
and have not made any adjustment for
it

Comment #9: Petitioners believe that
all U.S. inland freight charges may not
be included in the data submitted by
Poongsan. Specifically, they question
whether inland freight charges from the
U.S. port to the warehouse and from the
warehouse to the customer have been
included. If not, the Department should
use the best information available in
calculating this adjustment.

DOC Response: We verified that all
U.S. inland freight charges are included
in the response. In a number of
instances, U.S. inland freight is included
in the ocean freight charge.

Comment #10: In calculating the
credit expense on U.S. sales, the
Department should use Poongsan’s
interest rate in Korea, not the rate
obtained by Pan Metal in the United
States, and that rate should only cover
the period of investigation. Since
Poongsan appears to be financing these
sales, its interest rate is the appropriate
one to use.

DOC Response: We agree. When
making comparisons based on purchase
price, it is generally our policy to use the
home market interest rate to compute
the U.S. credit expense and then only for
the period of investigation.

Comment #11: The Department
should be certain that all short-term
loans in the home market are included
in the home market interest rate,
especially any loans denominated in
U.S. dollars.

DOC Response: The average short-
term interest rate used by the
Department in its calculations included
all of Poongsan's short-term debt that
was outstanding during the period of
investigation.

Comment #12: Poongsan's cﬁ:ﬁnge
turnover ratio of accounts recétvable
should be based only on the products
under investigation and should not
include other items. particularly if they
enjoyed a longer payment period.
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DOC Response: The average turnover
ratio may include some products other
than brass sheet and strip. However,
given the manner in which payment
records were maintained, there was no
way of determining the payment periods
attributable to individual products nor
was there any way to exclude payment
records relating to products other than
brass sheet and strip.

Comment No. 13: The Department
should adjust downward the age of
Poongsan's accounts receivable to
account for the average time between
reciept of payment and payment of
taxes.

DOC Response: We agree. This is the
methodology used by the respondent
and we accepted it.

Comment No. 14: The Department
should deny the commission paid by
Poongsan fo a related company to cover
its expenses for document handling
charges because it is merely an
intracompany transfer of funds. If the
Department does allow it, then it should
be offset by U.S. indirect selling
expenses in accordance with § 353.15{c)
of the Commerce regulations.

DOC Response: We agree. The
Department generally has not permitted
circumstance of sale adjustments for
such things as handling fees paid to
related parties. The Department
generally permits adjustments for
commissions directly related to specific
sales only when the sales are made at
arm’s-length and deemed to be a direct
selling expense. In this situation, we
found that this was neither an arm's
length transaction nor a direct selling
expense.

Comment No. 15: The Department
should deduct the fee paid by Poongsan
for its export licenses from the U.S.
sales price.

DOC Response: We disagree.
Poongsan did not pay any fee for its
export licenses.

Comment No. 16: Poongsan, in its
revised computer printout, has failed to
include document handling ch aid
to U.S. banks. The Department quufd
include these charges in its analysis.

DOC Response: We disagree.
Poongsan provided all data concerning
bank charges and we included them in
our analysis.

Comment No. 17: Poongsan has failed
on a number of U.S. sales to provide
brokerage charges and to submit full
U.S. inland freight expenses. If this
information is not provided. the
Department should use the best
information available.

DOC Response: We disagree.
Poongsan has reported and we have
verified all data.

Respondent's Comments

Comment No. 1: Korean wan is the
appropriate currency for reporting home
market sales to original equipment
manufacturers because PMC actually
received won. To the extent these
values are denominated in U.S. dollars,
it is solely for the administrative
convenience of the purchasers.

DOC Response: We disagree. The
documentation reviewed at verification
clearly shows that the sales in question
were made in U.S. dollars. Merely
because Poongsan chose to convert the
dollars to won does not alter this fact.

Comment No. 2: Home market
warranty costs are properly calculated
and should be used by the Department
in its analysis. The Department should
deduct the fabrication cost and selling.
general and administrative expenses as
the warranty cost.

DOC Response: We disagree. We
heve allowed a home market warranty
expense but in the absence of verified
data, we have subtracted from the
selling price of the brass sheet and strip
the statutory minimum 10 percent
selling, general and administrative
expense and eight percent profit in
addition to the actual material cost to
arrive at a figure for fabrication
expense.

Comment No. 3: The Department's
verification report states the incorrect
U.S. interest rate. Respondent contends
that a slightly lower rate, as shown in
the verification exhibits, was the
number actually verified and should be
used. Also, the interest rate should not
be calculated solely for the period of
investigation but should include the
later period in which payments by US.
cutomers were made.

DOC Response: The Department bas
not used the U.S. interest expense of Pan
Metal. Rather, we have followed our
normal practice in purchase price
situations and used Poongsan’s average
home market interest expense for short-
term loans outstanding during the period
of investigation.

Comment No. 4: The Department
correctly used alloy 70/30 sold in the
home market as the basis for difference
in merchandise adjustments regarding
U.S. sales of alloy 85/15. Petitioners
wrongly assert that the annealing
processes of 70/30 and 90/10 are
different, when. in fact, they are the
same. The only manufacturing
difference between 70/30 and 980/10 is in
the relative content of copper and zinc.
One is not different than the other from
a technical standpoint. In addition, the
costs for 80/10 are distorted by the very
small volume produced and short
production runs, whereas the production

£ cE N
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| runs of 70/30 and 85/15 are more similar

and less distortive.
DOC Response: We agree. See our
response to Petitioners’ Comment No. 2.
Comment No. 5: Subsequent to
verification, respondent has discovered

- that one U.S. transaction was
- incorrectly included in the sales list.

Respondent contends that the size of

* this item does not fall within the scope

of investigation and. therefore. should
not be included in the Department's
calculations.

DOC Response: We disagree. We

| bave included it in our calculations

because it does fall within the scope of
the investigation.
Suspension of Liquidation

In accordance with section 733(d) of
the Act, we are directing the U.S.
Customs Service to continue to suspend

" liquidation of all entries of brass sheet

and strip from the Republic of Korea
that are entered, or withdrawn from
warehouse, for consumption. on or after
the date of publication of this notice in
the Federal Register. The United States
Customs Service shall require a cash
deposit or the posting of a bond on all
such entries to the estimated weighted-
average amount by which the foreign
market value of the merchandise subject
to this investigation exceeds the United
States price. as shown in the table
below. The suspension of liquidation
will remain in effect until further notice.
The margins are follows:

Merviacthurer / sslier / exporter

Poongaan Meta! Corpor ) 7.1
Al othens .47

ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. In addition, we are
making available to the ITC all
nonprivileged and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and businezs
proprietary information in our files,
provided the ITC confirms in writing
that it will not dislose such information
either publicly or under an
administrative protective order, without
the consent of the Deputy Assistant
Secretary for Impoft Administration.
The ITC will determine whether these
imports materially injure, or threaten
material injury to, & U.S. industry withir
45 days of the publication of this notice.
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If the ITC determines the! material
fnjury or threat of material injury does
not exist. this proceeding will be
terminated and all securities posted as o
result of the suspension of liguidation
will be refunded or cancelled. However,
if the ITC determines thet such injury
does exist, we will issue an antidumping
duty order directing Customs officers to
asses: an antidumping duty on brass
sheet and strip from the Republic of
Kores entered. or withdrawn from
warehouse, for consumption after the
suspension of liquidstion, equal to the
amount by which the foreign market
value exceeds the United States price.
This determinetion is being pnglished
pursuant to section 735(d) of the Act (19
U.S.C. 1763d(d)).
Paul Freedenberg,

Assistont Secretary for Trode Administration.
November 3, 1966.

{FR Doc. 86-25385 Filed 11-7-86; 8:45 am})
SIALNG CODE 3610-06-2

B-8
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APPENDIX B

NOTICE OF A FINAL SUBSIDY DETERMINATION BY THE
DEPARTMENT OF COMMERCE ON BRAZIL

B-9
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Final Atfirmative Countervaliing Duty
Determination; Brass Sheet and Strip
From Brazil

AGENCY: Import Administration.
International Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: We determine that benefits
which constitute subsidies within the
meaning of the countervailing duty law
are being provided to manufacturers,
producers, or exporters in Brazil of brass
sheet and strip. The estimated net
subsidy is 6.13 percent ad valorem.
However, consistent with our policy of
taking into acoount program-wide
changes that occur before our
preliminary determination, we are
adjusting the cash deposit rate to reflect
changes in the Preferential Working
Capital Financing for Exports program.
We have notified the U.S. International
Trade Commission (ITC) of our
determination. We are directing the U.S.
Customs Service to suspend liquidation
of all entries of brass sheet and strip
from Brazil that are entered, or
withdrawn from warehouse, for
consumption on or after the dste of
publication of this notice, and to require
a cash deposit or bond equal to 3.47
percent ad valorem.

EFFECTIVE DATE: November 10, 1986.
POR FPURTHER INFORMATION CONTACT:
Thomas Bombelles, Bradford Ward or
Barbara Tillman, Office of
Investigations, Import Administration,
International Trsde Administration, U.S.
Department of Commerce, 14th Street

and Constitution Avenue, NW.,
Washington. DC 20230; telephone (202)
377-8174. 877-2230 or 377-2438.

SUPPLEMENTARY BNFORMATION.
Fina! Determination

Based upon our investigation. we
determine that certain benefits which
constitute subsidies within the meaning
of section 701 of the Teriff Act of 1930,
a8 amended (the Act), are being
provided to manufacturers, producers,
or exporters in Brazil of brass sheet and
strip. For purposes of this investigation.
the following programs are found to
confer subsidies:

* Preferential Working Capital
Financing for Exports;

* Income Tax Exemption for Export
Earnings;

¢ Export Financing Under the CIC-
CREGE 14-11 Circular; and

¢ Import Duty Exemption Under
Decree-Law 1188 of 1878.

We determine the estimated net
subsidy to be 8.13 percent od valorem,
and the cash deposit rate to be 3.47
percent ad valorem, for all
manufacturers, producers, or exporters
of brass sheet and strip from Brazil.
Case History

On March 10, 1886, we received a
petition in proper form from American
Brass, Bridgeport Brass Corporation,
Chase Brass & Copper Company,
Hussey Copper Ltd., the Miller
Company, Olin Corporation-Brass
Group, and Revere Copper Products,
Inc., domestic manufacturers of brass
sheet and strip. and from the
International Association of Machinists
and Aerospace Workers, Intemational
Union—Allied Industrial Workers of
America (AFL-CIO). Mechanics
Educational Society of America (Local
$6), and the United Steelworkers of
America (AFL-CIO/CLC). filed on
behalf of the United States industry
producing brass sheet and strip.

In compliance with the filing
requirements of § 355.26 of the
Commerce R:lﬂ.llaﬁom (10 CFR 955.28),
the petition alleged that manufacturers,
producers, or exporters in Brazil of brass
sheet and strip, directly or indirectly.
receive subsidies within the meaning of
section 701 of the Act, and that these
imports materially injure, or threaten
material injury to, 8 United States
industry.

We found that the petition contained
sufficient grounds upon which to initiate
a countervaliling duty investigstion. and
on March 81, 1886, we initated such an
investigation (51 FR 11778, April 7, 19886).
We stated that we expected to issue a

preliminary determination by june 3.
1908.

Since Braxi! is entitled to an injury
determination under section Y01(b) of
the Act, the ITC is required to determine
whether imports of the subject
merchandise from Brazil materially
fojure. or threaten material injury to. &
United States industry. Therefore, we
notified the ITC of our initiation. On
April 24, 1886, the ITC preliminarily
determined thaet there is a reasonable
indication that an industry in the United
States is materially injured by reason of
imports from Brazil of brass sheet and
strip (51 FR 10235, May 1, 1968).

On April 9, 1980, we prosenteda
guestionaire to the Government of Brazil
in Washington, DC, concerning the
petitioner’s allegations, and we
requested a response by May 9, 1968. On
April 30, 1988, upon request of
respondent, we granted additional time
to submit a response. On Msy 16, 1986,
we received & response to our
questionaire.

We received information on two
producers and exporters in Brazil of
brass sheet and strip that exported to
the United States during the review
period. These are Laminacao Nacional
de Metais S.A. (Laminacao) and Eluma
S.A. Industria e Comercio (Eluma).
Based on information obtained at
verification, Laminacao and Eluma
sccount for substantially all exports of
brass sheet and strip to the United
States.

We issued a ncgative preliminary
determination on june 8, 1968 (51 FR
20864, June 9, 1686).

On june 6, 1988, petitioners filed &
request for extension of the deadline of
the final determination in this
investigation to correspond with the
date of the final determinstion in the
antidumping duty investigation of the
same products from Brazil Pursuant to
section 705{(a)(1) of the Act. as amended
by section 606 of the Trade and Tariff
Act of 1884, on July 3. 1986, we granted
an extension of the deadline date for the
fina] determination to coincide with the
deadline for the final determination in
the antidumping duty investigation of
the same products from Braz! (51 FR
25360, July 14, 1988). Wo verified the
questionaire response in Brazil from
June 23 through june 27, 1986. Petitioners
and respondents submitted briefs on
Septemger 26 and October 3, 1988,
addressing the issues arising in this

investigation. B-10
Scope of Investigation
The products covered by this

investigation are brass sheet and strip,
other than leaded brass and tin brass
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sheet and strip. currently provided for
under the Teriff Schedules of the United
States Annotated [TSUSA) item
numbers 612.3960, 612.3982, and
612.3888. The chemical compositions of
the products under investigation are
currently defined in the Copper
Development Association (C.D.A.) 200
series or the Unified Numbering Systems
{U.N.S.) C20000 series. Products whose
chemical compositions are defined by
other C.D.A. or UN.S. series are not
covered by this investigation.

Analysis of Programs

Throughout this notice, we refer to
certain general principles applied to the
facts of the current investigation. These
general principles are described in the
"Subsidies Appendix" attached to the -
notice of “Cold-Rolled Carbon Steel
Flat-Rolled Products from Argentina:
Final Affirmative Countervailing Duty-
Determination and Countervailing Duty
Order™ (49 FR 18006, April 26, 1984).

For purposes of this final )
determination, the period for which we
are measuring subsidies (“the review
period") is calendar year 1985. Based
upon our analysis of the petition, the
responses to our questionnaire, our
verification, and the comments filed by
the parties, we determine the following:

1. Programs Determined to Constitute
Subsidies

We determine that subsidies are being
provided to manufacturers, producers,
or exporters in Brazil of brass sheet and
strip under the following programs:

A. Preferential Working Capital
Financing for Exports. The Carteria do
Comercio Exterior (Foreign Trade
Department or CACEX) of the Banco do
Brasil administers a program of short- -
term working capital financing for the
purchase of inputs. These working
capital loans were originally authorized
by Resolution 674. On January 1, 1984,
Resolution 874 was superseded by
Resolution 882, which was itself
substantially amended by Resolution
850 on August 21, 1984 and by
Resolution 1008 in May 1985.

Eligibility for this type of financing is
determined on the basis of past export
performance or an acceptable export
plan. The amount of available financing
is calculated by making a series of
adjustments to the dollar value of
exporis. During the review period, the
maximum level of eligibility for such
financing was 20 percent of the adjusted
value of exports.

Following approval by CACEX of
their applications, participants in the
program receive certificates
representing portions of the total dollar
amount for which they are eligible. The

certificates are presented to banks in
return for cruzeiros at the exchange rate
in effect on the date of presentation.
Certificates must be used within 12

~ months of the date of issue and loans

incurred as a result of their use must be
repaid within 18 months of that date.
Use of a certificate establishes a loan
obligation with a term of up to one year
(360 days).

The interest rate ceiling was raised

‘from 40 to 60 percent on loans obtained

under Resolution 674.on June 11; 1983.
This interest rate is well below our
commercial benchmark rate for short-
term loans in Brazil, which is the short-

" term discount rate for accounts

receivable in Brazil, published in
Analise/Business Trends magazine. On

* January 1, 1984, Resolution 882 changed"

the payment date for both the principal
lnmi interest to the expiration date of the
oan.

On August 21, 1984, Resolution 950
made this working capital financing
available from commercial banks at
prevailing market rates, with interest
calculated at the time of repayment.
Under Resolution 950, the Banco do

_ Brasil paid the lending institution an

equalization fee of up to 10 percent of
the interest (after monetary correction).
Resolution 850 was amended by
Resolution 1009 in May 1985 and the
equalization fee was increased to 15
percent of the interest (after monetary
correction). Therefore, if the interest rate
charged to the borrower is less than full
monetary correction plus 15 percent, the
Banco do Brasil pays the lending bank
the difference, up to 15 percent. The
lending bank passes the 15 percent
equalization fee on to the borrower in
the form of a reduction in the interest
due. Receipt of the equalization fee by

~ the borrower reduces the interest rate

on these working capital loans below
the commercial rate of interest.
Resolution 850/1009 loans are also
exempt from the Imposto sobre
Operacoes Financieras (Tax on

- Financial Operations or IOF), a tax

charged on all domestic financial .
transactions in Brazil.

Since receipt of working-capital
financing under Resolution 674/950/1009
is contingent on export performance,
and provides funds to borrowers at
preferential rates, we determine that
this program confers an export subsidy.

During the review period, one
exporter of brass sheet and strip repaid
loans on the criteria set forth in
Resolution 674. To determine the ad
valorem subsidy bestowed by this
program during the review period, we
compared the interest paid by the
respondent during the review period to
what would have been paid under the

benchmark. We allocated the benefit
over total exports of the two brass sheet
and strip producers, which resulted in
an estimated net subsidy of 5.40 percent
ad valorem.

During the review period. this same
exporter received new loans under this
program whose terms were set by
Resolution 950/1008. Interest on these
loans were payable after the review
period. It is the Department's policy to
take into account program-wide changes
in calculating a duty deposit rate when
complete information on that program is
available, in order to reflect the most
current rate of subsidization. Therefore.
we have calculated a subsidy rate for
duty deposit purposes based on the
interest rate rebate provided for under
Resolution 850/1009. See *“‘Certain
Carbon Steel Products from Brazil: Final
Affirmative Countervailing Duty
Determination™ (49 FR 17988, April 26,
1984). .

At verification, we found that the
company that had received Resolution
674/650/1009 loans used the maximum
amount of financing for which it is
eligible. Therefore, in order to calculate

“the benefit for duty deposit purposes,

we multiplied the value of this
company's 1985 exports by the 20
percent eligibility rate and the sum of
the equalization fee and the IOF. We
then allocated the benefit over the total
value of all 1885 exports, resulting in an
estimated net subsidy of 2.74 percent ad
valorem for duty deposit purposes.

B. Income Tax Exemption for Export
Earnings. Under Decree-Laws 1158 and
1721, Brazilian exporters are eligible for
an exemption from income tax on the
portion of profits attributable to export
revenue. Because this exemption is tied
to exports and is not available for
domestic sales, we determine that it
constitutes an export subsidy.

Both of the respondent companies
used this exemption on their corporate
income tax forms filed in 1885. The
companies determined their net taxable
income and deducted the exemption for
export earnings from that income to
lower their tax liability. They then used
losses carried forward from previous
years to offset further tax liability.
Because both companies used the
income tax exemption for export
earnings to reduce their taxable income.
as reported on their tax returns filed
during the review period, we determined
that both companies received a
countervailable benefit.

In order to calculate the benefit from
this program, we multiplied the value of
the reduction in tq}g%e income through
use of the exemption by the nominal
corporate income tax rate of 35 percent.
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We allocated that benefit over the total
value of all exports, resulting in an
estimated net subsidy of 0.64 percent ad
valorem.

C. Export Financing Under the CIC-
CREGE 14-11 Circular. Under its CIC-
CREGE 14-11 Circular (14-11), the
Banco do Brasil authorizes 180- and 380-
day cruzeiro loans for export financing.
on the condition that companies
applying for these loans negotiate fixed-
level exchange contracts with the bank.
Companies obtaining a 360-day loan
must negotiate exchange contracts with
the bank in an amount equal to twice
the value of the loan. Companies
obtaining a 180-dey loan must negotiate
an exchange contract equal to the
amount of the loan. Loans under this
program are also exempt from the I0F.

One company received one 14-11 loan
on which interest was paid during the
review period. We compared the
interest charged on the 14-11 loan to our
short-term loan benchmark for Brazil,
i.e., the nominal discount rate on
accounts receivable. This comparison
shows that the rate on the 14-11 loan is
below the benchmark. Because 14-11
loans are available only to exporters
and since the interest charged is less
than the benchmark, we determine that
the 14-11 loan constitutes an export
subsidy.

In order to calculate the benefit from
this program, we multiplied the principal
of the 14-11 loan by the difference
between our benchmark rate and the
interest rate charged on the 14-11 loan,
adjusted by the value of the IOF
exemption. We allocated that benefit
over the total value of all exports,

resulting in an estimated net subsidy of -

0.02 percent ad valorem.

D. Import Duty Exemption Under
Decree-Law 1189 of 1978. At
verification, we discovered that one of
the companies under investigation had
imported spare parts for machinery and
certain other equipment free of the
normal import duty. This duty
exemption was granted under a
provision of Decree-Law 1189 of 1879,
which allows for the duty-free
importation of certain merchandise
which will be used in the production of
export goods. Decree-Law 1189 has
since been repealed, but one of the
respondents had a certain value of
unexpired eligibility which it used
during the review period.

Because the exemption from import
duty is contingent upon export
production, we determine that this
program constitutes an export subsidy.
In order to calculate the benefit, we
divided the total value of import duties
not paid by the total velue of all 1985

exports, resulting in an estimated net
subsidy of 0.07 percent ad valorem.

1l. Program Determined not to
Constitute a Subsidy

We determine that subsidies are not
being provided to manafacturers,
producers, or exporters in Brazil of brass
sheet and strip under the following
program:

A. Regional Bank Financing.
Petitioners alleged that the Government
of Brazil provides financing on terms
inconsistent with commercial
considerations to the brass sheet and
strip industry through regional
development banks, such as the Banco
do Desenvolimento de Espirito Santo
(Development Band of Espirito Santo or
BANDES]). According to information
gathered at verification, neither
company had BANDES loans.

However, also at verification, we
discovered that one of the companies
under investigation had a loan from the
Banco Do Desenvolvimento de Estado
de Sao Paulo (the Development Bank of
the State of Sao Paulo, or BADESP). This
was 8 loan for a pollution control
project for which the funds came partly
from the World Bank and partly from
BADESP. .

We verified that these loans are made
to all types of companies in the state of
Sao Paulo to control air, water and/or
solid waste pollution. Because such
financing is not limited to a specific
enterprise or industry, or group of
enterprises or industries, we determine
that this loan does not constitute a
subsidy.

1I1. Programs Determined Not to be
Used

We determine that manufacturers,
producers, or exporters in Brazil of brass
sheet and strip did not use the following
programs which were listed in our
notice of “Initiation of Countervailing
Duty Investigation: Brass Sheet and
Strip from Brazil” (51 FR 11778, April 7,
1986):

A. Resolution 330 of the Banco
Central do Brasil. Resolution 330
provides financing for up to 80 percent
of the value of the merchandise placed
in a specified bonded warehouse and
destined for export. We verified that
neither of the respondents received
benefits under this program during the
review period.

B. The BEFIEX Program. The
Comissao para a Consessao de
Beneficios Fiscais 8 Programas
Especiais de Exportacao (Commission
for the Granting of Fiscal Benefits to
Special Export Programs or BEFIEX)
grants at least three categories of
benefits to Brazilian exporters:

* First. unider Decree-Law 77.083,
BEFIEX may reduce by 70 to 90 percen!
import duties and the Imposto sobre
Produtos Industralizados (Tex on
Industria! Products or [P} on the
importation of machinery. equipment.
apparatus. insTuments. accessories and
tools necessary for special export
progrems approved by the Ministry of
Industry and Trade. and may reduce by
50 percent import duties and the [P tax
on imports of components. rew
materials and intermediary products:

¢ Second. under article 13 of Decree
No. 72.1219. BEFIEX may extend the
carry-forward pericd for tax losses from
four to six years; and

o Third. under Article 14 of the same
decree. BEFIEX may allow speciai
amortization of pre-cperational
expenses related to approved products.

We verified that neither of the
respondents used this program during
the review periad.

C. The CIEX Program. Decree-Law
1428 authorized the Comissac para
Incentivos a Exportacac (Commission
for Export Incentives or CIEX) to reduce
import taxes and the IF1 tax up to tea
percent on certain equipment for use in
export production

We verified that neither of the
respondents used this program during
the review period.

D. Accelerated Depreciation for
Brozilian-Made Copital Equipment.
Pursuant to Decree-Law 1137. any
company which purchases Brazilian-
made capital equipment and bas an
expansion project approved by the
Conselho do Desenvolvimento !ndustnal
(Industrial Development Council or CDI)
may depreciate this equipment at twice
the rate normally permitted under
Brazilian tax laws.

We verified that neither of the
respondents used this program during
the review period. .

E. Incentives for Troding Companies.
Under Resolution 643 of the Banco
Central do Brasil, trading companies can
obtain export financing similar to that
obtained by manufacturers under
Resolution 850.

We verified that neither of the
respondents used this program during
the review period.

F. The PROEX Program. Short-term
credits for exports are available under
the Programa de Financiamento 8
Producao pars a Exportaceo (Export
Production Financing Program or
PROEX). a loan program operated Byl2
Banco Nacional do Desenvolvimento
Economico e Social (National Bank of
Economic and Social Development or
BNDES).
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We verified that neither of the _
respondents used this program during
the review period.

G. Resolutions 68 and 509 (FINEX)
Financing. Resolutions 68 and 509 of the
Conselho Nacional Do Comercio
Exterior (National Foreign Trade
Council or CONCEX) provide that -
CACEX may draw upon the resources of
the Fundo de Financiamento a
Exportacao (Export Financing Fund or
FINEX) to extent dollar-denominated
loans to both exporters and United -
States buyers of Brazilian goods.
Financing is granted on a transaction-
by-transaction basis.

We verified that neither of the
respondents used this program during
the review period.

H. Loans Through the Apoio o
Desenvolvimento Technologica a
Empresa Nacional (ADTEN). Petitioners
allege that the Government of Brazil
maintains, through the Financiadora de
Estudos Projectos (Financing of
Research Projects or FINEP). a loan
program, ADTEN (Support of the
Technological Development of National
Enterprises), the provides long-term
loans on terms inconsistent with
commercial considerations to encourage
the growth of industries and
developmient of technology.

We verified that neither of the
respondents used this program during
the review period.

1. Exemption of IPI Tax and Customs
Duties on Imported Equipment (CDI).
Under Decree-Law 1428, the Conselho
do Deserivolvimento Industrial
(Industrial Development Council or CDI)
provides for the exemption of 80 to 100
percent of the customs duties and 80 to
100 percent of the IPI tax on certain
imported machinery for projects
approved by the CDI. The recipient must
demonstrate that the machinery or
equipment for which an exemption is’
sought was not available froms
Brazilian producer. The investment
project must deemed to be feasible and
the recipient must demonstrate that
there is a need for added capacity in
Brazil.

We verified that neither of the
respondents used this program during
the review period.

1V. Program Determined To Have Been
Terminated

IPI Export Credit Premium

Until recently, Brazilian exporters of
manufactured products were eligible for
8 tax credit on the IPl. The IPI export
credit premium, a cash reimbursement
paid to the exporter upon the export of
otherwise taxable industrial products,
was found to constitute a subsidy in

previous countervailing duty
investigations involving Brazilian
products. After having suspended this
program in December 1978, the
Government of Brazil reinstated it on
April 1, 1981.

Subsequent to April 1, 1881, the credit
premium was gradually phased out in
accordance with Brazil's commitment
pursuant.to Article 14 of the Agreement
on Interpretation and Application of
Articles VI, XVI and XXII of the
General Agreement on Tariffs, and
Trade ("the Subsidies Code™). Under the
terms of “Portaria” {Notice) of the
Ministry of Finance No. 176 of
September 12, 1984, the credit premium
was eliminated effective May 1, 1985.
We verified that the companies under
investigation received no IPI export
credit premiums after that date.

Accordingly, we determine that this
program has been terminated and no
benefits under the program are accruing
to current exports of brass sheet and
strip to the United States.

V. Program Determined Not To Exist
Preferential Pricing for Electricity

Petitioners alleged that the
Government of Brazil provides
electricity at preferential prices to
manufacturers, producers, and exporters
of brass sheet and strip in Brazil.
According to information gathered at
verification, the brass sheet and strip
producers under investigation paid
normal published rates for all electricity
consumed and we found no evidence of
the existence of any schedule of
preferential electricity rates.

Petitioners' Comments

Comment 1: Citing to the Court of
International Trade’s decision in
Carlisle Tire & Rubber Co. v. United
States (Ct. Int’] Trade, 1988), petitioners
assert that if the final determination
were to yield an ad volorem subsidy
amount of less than 0.50 percent, and
were the amount considered de minimis.
then the Department would be required
to explain why it had reached this
conclusion. Petitioners also request that.
if the final determination in this
investigation is affirmative. the
Department suspend liquidation
retroactive to the publication of the
preliminary determination.

DOC Position: Since the ad valorem
subsidy rate is greater than 0.50 percent,
the issue of whether a rate of less than
0.50 percent would be de minimis in this
case is moot. Further the Department
does not believe that it has the authority
to suspend liquidation retroactively
under these circumstances, nor have

petitioners cited any statutory provision
which might confer such authority.

Comment 2: Petitioners argue that the
Department improperly deducted the
preliminary countervailing duty subsidy
amount for the antidumping duty
margain for purposes of the bonding
requirements after the preliminary
determination, even though the
countervailing duty rate was de minimis
and no bonding was required.

DOC Position: This issue is addressed
in the comment section of the final
determination in the antidumping duty
investigation of brass sheet and strip
from Brazi} published concurrently with
this notice.

Comment 3: Petitioners argue that the
companies’ use of the income tax
exemption for export earnings resulted
in 8 countervailable benefit. Petitioners
contend that the benefit to the
companies is the value of the exemption
claimed multiplied by the corporate tax
rate of 35 percent instead of an effective
tax rate of 25.9 percent.

DOC Position: We agree. See our
response to Respondents’ Comment 6,
Infra.

Comment 4: Petitioners argue that the
Department should find the loan issued
pursuant to the Banco do Brasil's CIC-
CREGE 14-11 circular to be
countervailable in our final
determination. Petitioners further
contend that the Department should
calculate the benefit by multiplying the
interest rate differential (the difference
between the CIC-CREGE interest rate
and the sum of the benchmark and the
1.5 percent of IOF tax on financial
transactions) by the loan amount and
duration of the loan.

DOC Position: We agree that this loan
is countervailable. For discussion of our
subsidy calculation, see “Export
Financing Under the CIC-CREGE 14-11
Circular,” supra.

Comment 5: Petitioners argue that the
loans issued to the respondent
companies by the Banco Nacional de
Habitacao (National Housing Bank or
BNH) are countervailable domestic
subsidies because they are targeted to
the “industry that produces construction
materials” and because such loans are
provided on terms inconsistent with
commercial considerations. Petitioners
contend that the loans should be
countervailed by allocating the benefit
over the total sales of Eluma’s non-
ferrous sector.

DOC Position: We disagree. BNH
financing is extended not only to

companies directly invglyed in
construction but alsﬁi‘ggmu which
manufacture, transport and supply any
type of construction material. Thus,
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eligible firms are members of 8 wide
variety of industries involved in wide-
ranging economic activities.

erefore, these loans are not
provided to “a specific enterprise or
industry, or group of enterprises or
industries” under the countervailing
duty law. Accordingly, we do not find
that BNH loans are countervailable and,
therefore, need not address whether the
loans are provided on terms inconsistent
with commercial considerations.

Comment 6. Petitioners argue that the
respondent companies apparently adjust
their sales revenues for inflation thereby
artificially diluting the impact of the
countervailable subsidies they receive.

DOC Position: Petitioners have
misinterpreted our verification reports.
Respondents’ export sales are adjusted
for an exchange gain resulting from the
lag in fixing the dollar-cruzeiro
exchange rate between the date of
export and the date of receipt of funds.
Continued devaluation of the Brazilian
cruzeiro against the dollar increases the
number of cruzeiros per dollar between
the date of export and the date the
exchange contract is concluded. This is
standard accounting practice for foreign
exchange transactions. Respondents’
domestic sales are not adjusted in this
manner nor are they adjusted for
inflation.

Comment 7: Petitioners argue that the
loan to one respondent for pollution
control should be countervailed, at least
to the extent that the funds are provided
from BADESP monies. Petitioners
contend that these loans are not
generally available within the state of
Sao Paulo.

DOC Position: We disagree. We
verified that pollution control loans
under this program are not limited to a
specific enterprise or industry, or group
thereof. Therefore, these loans are not
countervailable. See also our discussion
under “Regional Bank Financing,” supra.

Comment 8: Petitioners argue that the
Department improperly limited its
verification of alleged subsidization of
capital equipment to the review period
and did not inquire as to whether
benefits were received on capital
equipment purchased before that time.
Petitioners also contend that, because
verification was not conducted at the
companies’ facilities, the Department
was prevented from identifying foreign
equipment and verifying whether all
normal import charges were paid.

DOC Position: The programs referred
to by petitioners are those providing an
exemption or reduction in import duties
and/or taxes on imported capital
equipment. Consistent with our policy,
we have only investigated whether
benefits were provided in the review

g:riod because these are recurring
nefits. Recipients of duty and tax
reductions or exemptions under BEFIEX.
CIEX, and CDI could anticipate
receiving the benefits year after year.
Therefore, we allocate benefits under
programs like these to the year of
receipt with the result that there is no
need to investigate or verify possible
befiefits received in years preceding the
review period. For a discussion of our
treatment of recurring benefits see
“Final Affirmative Countervailing Duty
Determination: Live Swine and Fresh,
Chilled and Frozen Pork Products from
Canada” (50 FR 25097, 25099, June 17,
1885).

With regard to petitioners' argument
concerning verification at company
facilities, we obtained sufficient
documentation at verification to
establish that no import charges and/or
taxes were exempted for imports of
equipment under the BEFIEX, CIEX, or
CD! program.

Comment 9: Petitioners argue that the
Department should countervail the
benefit received by the respondent
companies under the IPI export credit
premium. Petitioners contend that
despite the Department's policy reasons
for not countervailing a programwide
change, the respondents did in fact
receive a competitive advantage for one-
third of the review period.

DOC Position: We disagree. The IPl
export credit premium was terminated
effective May 1, 1985 and neither
company receive benefits under this
program after April 1985. When a
subsidy program is terminated prior to
our initiation, and companies may no
longer received benefits as of the date of
the termination, we do not include the
value of the benefits received under
such terminated programs from our
subsidy calculations because any
entries potentially subject to duties are
not benefitting from the program. Also,
such treatment encourages the
termination of subsidy programs by
countries subject to investigation.

Comment 10: Petitioners argue that
the Department should subtract the
value of the IP] export credit premium
received during the review period from
export and total sales before calculating
the subsidy rates in this investigation.

DOC Position: We agree. Consistent
with our practice in past Brazilian
countervailing duty investigations, we
have deducted the value of the IPI
export credit premium from sales values
in calculating our subsidy rate.

Comment 11: Petitioners argue that
the respondents might be subsidized
through duty suspension and excessive
allowance or rebates of import duties on
imported raw materials.

DOC Position: This allegation was not
submitted to the Department until
approximately three months after our
verification of the questionnaire
response and one month before our final
determination was due. Accordingly. we
were unable to verify the existence of
such potential subsidization for this
final determination. However,
petitioners may resubmit this allegation
during any administrative review under
section 751 of the Act that may be
requested.

Comment 12: Petitioners argue that
the Department's "‘program-wide
change” policy should not prevent us
from calculating the benefit from the
loans under the Resolution 674 program
according to their actual interest rates
rather than using the 15 percent interest
rate differential of the Resolution 850/
1009 program. Petitioners also contend
that the Department should include the
value of the 10F tax in calculating the
benefit from these loans.

DOC Position: Since we verified that
Resolution 674/950/1008 loans were
used during the review period, we have
calculated a subsidy rate measuring the
benefit received during the review
period from these loans. However, as
we have done in past Brazilian
countervailing duty investigations, we
have taken into account the program-
wide change in this program and set the
duty deposit rate on the basis of the
Resolution 50/1009 program. Both
calculations included the amount of the
10F exemption in valuing the subsidy.
See “Final Affirmative Countervailing
Duty Determination: Certain Heavy Iron
Construction Castings from Brazil"” (51
FR 9491, March 189, 1986).

Respondents’ Comments

Comment 1: Respondents argue that
the Department correctly calculated the
benefit from the loans under Resolution
674/950/1009 in our preliminary
determination except insofar as the
value of the IOF tax was included in the
amount of interest savings. Respendents
contend that if the IOF tax were
applicable to these working capital
loans, it would be an indirect tax on
exports not countervailable under the
General Agreement on Tariffs and
Trade.

DOC Position: We disagree that the
value of the IOF tax exemption should
not be included in our benefit
calculation. Since all domestic financing
transactions are subject to the 10F tax,
it is appropriate that we reflecithe,
exemption of Resolution 674 and 850
loans from the IOF as part of the
subsidy in order to measure the full
benefit provided under this program.
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Moreover, wadanotm ﬂi‘uﬂl-‘n l”

tax on the production or distributian ¢ of
the produc!. See also our’ dm;uuion v
under *‘Preferential Worﬁmg Capmﬂ e
Finaocing for Exports,” supra.

. Comment 2: Respondefits: mﬁmﬂm& ”,

the Department.appropriately uised am:
“historic™ utilization rate:ip.calculating:
the benefit from loans isgped under the.
Resolution 850 export ﬁqyangu}g program
instead of an unverified potential
maximum eligibility in the preliminary
determination. Respondents further
argue that the Department should not
use short-term commercial rates as its
benchmark for calculating the benefit
from the Resolution 850 export financing
program as suggested by petitioners.
Respondents contend that the 15 percent
equalization fee is the maximum benefit
the borrower can receive. making the
stated interest rate on the loan
irrelevant.

DOC Position: At verification we saw
that the one company which used this
program borrowed the maximum
amount for which it was eligible.
Therefore, in this case, the “historic”
utilization is the same as the maximum
eligibility rate established in Resolution
850 (/.e.. 20 percent of the adjusted value
of exports). As we have in prior
Brazilian countervailing duty
investigations, we have calculated the
duty deposit rate on the basis of the 15
percent interest equalization fee, plus
the one and one-half percent 1OF tax
exemption

Comment 2 Respondents argue that
loans issued pursuant to the Banco do
Brasil's CIC-CREGE 14-11 circular do
not constitute a government program
and, therefore, cannot confer 8 subsidy
on exports of the subject merchandise.
Respondents contend that the Banco do
Brasil receives no financial support from
the Government of Brazil and operates
the program consistently with
commercial considerations.
Respondents further argue that the
Department incorrectly valued the
subsidy in the preliminary
determination by including the 10F tax,
and by using an average annual interest
rate, based on a monthly compounded
rate.

DOC Position: We disagree. Our
determination that the CIC-CREGE 14~
11 program provides countervailable
benefits is based on (1) the fact that
under Brazilian law the Banco do Brasil,
which administers this program, acts as
the Government of Brazil's financial
agent, and (2) respondents’ failure to
demonstrate that the program does not
provide preferential loans to exparters.
Furthermore, we consider that it is
appropriate to include the 10F tax in our
benchmark since the 10F tax is imposed

:on nll Hnmuhc financial transactions.

With respect to the benchmark,
consistent with our past methodology
and the “Subsidies Appendix.” we used
.an average annual benchmark rate
against which to compare the interest
rate on thisloan.

Camment ¢: Respondents assert that
the Department correctly concluded in
the preliminary determination that there
is no dountervailable benefit from the
income-tax exemption for expart
earnings because (8) the previous years’
tax losses of the companies were not
generaled by this exemption, (b) the
companies did not use this exemptian to
reduce their tax liability, and (c) no cash
savings accrued to the companies during
the review period.

DOC Positian: We dxsagree The fact
that the respondent companies did not
pay any corporate income taxes in 1985
is irrelevant. The income tax exemption
for’ export earnings was used to reduce
taxable income before any tax liability
was calculated. Therefore, use of the

" exemption benefitted exports durirg the

reéview period.

Further, the effect of a loss carry-
forward provision is also irrelevant in
determining the benefit since the
companies opted to use the
countervailable program, rather than a
generally available loss carry- -forward
program, to reduce taxable income.
Lastly, countervailable benefits are not
limited to cash savings. See section
771(5) of the Act. See also our discussian
under “Income Tax Exemption for
Export Earnings,” supra.

Coounent 5: Respondents argue that
the carry Torward of tax losses for four
years is generally available and
therefore not countervailahle.

“: DOC Position: We agree. We are not
countervailing the use of the loss carry-
forward provisions of the Brazilian tax

law.

Comment 6: Respondents argue that, if

. the Department finds the income tax

exemption for export earnings to be
countervailable, we should calculate the
benefit using the effective corporate tax
rate of 25.9 percent instead of the stated
rate of 35 percent. Respondents contend
that all Brazilian companies with

‘taxable income may invest in corporate

funids as allowed by Brazilian law,
effectively reducing their income tax
rate. Respondents further argue the
Department should use total sales as the
denominatar in calculating any benefits
instead of export sales.

DOC Position: We disagree. The
respondent companies paid no taxes
during the review period, and, therefore,
did not take advantage of those
elements of the tax system which allow
the effective rate to differ from the

e

nominal tax rate. Whether the -
companies would have invuwd in funds
to reduce their effective tax rate if they
had had any tax liability is entirely
speculative. Therefore, we used the
nominal tax rate of 85 percent in our
calculation of the benefit from this
program.

With regard to allocating the tax
benefits over total sales, as we have
stated in prior Brazilian determinations.
when a firm must report to be eligible
for benefits under & subsidy program,
and when the amount of the benefit
received is tied directly or indirectly to
the firm's level of exports, that program
confers an export subsidy. Therefore,
the Department will continue to allocate
the benefits under this program over
export revenues instead of total
revenues.

Comment 7: Respondents argue that
the loans from the BNH are not
countervailable because they are not
limited to a specific enterprise or
industry or group of enterprises or
industries, and are made on terms
consistent with commercial
oconsiderations.

DOC Position: We agree that the BNH
loans held by respondents are not
limited to a specific enterprise or
industry, or group thereof. See our
response to Petitioners’ Comment 5,
supra.

Comment 8: Respondents argue that
the Department correctly issued a
negative preliminary determination in
this investigation based on a finding of a
de minimis subsidy despite petitioners’
arguments citing Carlisle Tire & Rubber
Co. v. United States.

DOC Position: As noted in our
response to Petitioners’ Comment 1,
supra, this issue is moot

Comment 9: Respondents argue that
the Department has no authority to
suspend liquidation retroactively to the
publication date of its preliminary
determination, as suggested by
petitioners.

DOC Position: We agree that the
Department has no authority under
these circumstances to suspend
liquidation retroactively.

Comment 10: Respondents argue that
the adjustments made to the companies’
export sales receipts are proper and in
accord with accepted accounting
principles. The adjustments are made to
account for the difference between the
nominal amount of the sale and the
actual amount of cruzerios received as a
result of the lag in fixing the foreign
currency-cruzerio exchange rate.

DOC Position: We . See our
response to Peﬁuonag%mmt a
supra.
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Comment 11: Respondents argue that
the regional development bank loan
held by one respondent is not
countervailable because it was given
under 8 pollution control project whch is
not limited to a specific enterprise or
industry or group of enterprises or
industries.

DOC Position: We agree that the loan
supplied by BADESP is not
countervailable. See our response to
Petitioners’ Comment 7 supra, and our
determination on this program under
“ngnm Determined Not to Constitute
@ Subsidy.” supra.

Comment 12: Respondents argue that
the Department has verified that no
imports of capital equipment received s
partial or full exemption of the IP] tax
and import duties. Respondents also
contend that any alleged exemptions
from import taxes or duties in years
prior to the period of investigation are
frrelevant to this investigation according
to the Department's current practice.

DOC Position: We verified thet no
benefits under any of the import duty
exemption programs were received by
the companies under investigation
during the review period except as
discussed under “Import Duty
Exemption Under Decree-Law 1189 of
1978." supra. )

Comment 13: Respondents argue that
the Department has verified that the IP1
export credit premium was eliminated
effective May 1, 1985, and that the
companies under investigation did not
receive funds under this prognm
beyond the cessation date of the

Therefore, respondents
contend that the IP1 export credit
premium is rropeﬂy not countervailable.

DOC Position: We agree. See our
response to Petitioners’ Comment 12 and
our discussion under “Program
Determined to Have Been Terminated,”
supro. :

Comment 14: Respondents argue that
the duty-suspension program or rebates
on the import of raw matrials are not
countervailable. Respondents contend
that petitioners® allegations that raw
material imports are either not
physically incorporated or benefit from
excessive rebates of import charges are
unsuy by the record. Furthermore,
respondents argue that petitioners’ new
allegations concerning duty drawback
and other programs are untimely and
improper as they have not been filed
with the International Trade
Commission as required by 10 CFR
355.28{e).

DOC Position: Petitioners® allegations
were untimely and could not be
consi for the purpose of this final
determination. See our response to
Petitioners’ Comment 11, supro.
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Verification

In accordance with section 778{a) of
the Act, we verified the informaton used
in making our final determination.
During verification, we followed
standard verification procedures,
including meeting with government
officials, inspection of documents and
ledgers, and tracing the information in
the responses to source documents,
sccounting ledgers, and financial
statements.

Suspeasion of Liquidation

In accordance with section
705(c){1)(B) of the Act, we are directing
the US. Customs Service to suspend
liquidation of all entries of the subject
merchandise from Brazil which are
entered, or wthdrawn from warehouse,
for consumption on or after the date of
publication of this notice in the Federal

Register and to require a cash deposit or

bond equal to 3.47 percent od valorem
for each entry of this merchandise.

ITC Notification -

In accordance with section 705(c) of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all
nonprivileged and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and proprietary
informetion in our files. provided the
ITC confirms that jt will not disclose
such information. either publicly or
under an administrative protective

order, without the written consent of the

Deputy Assistant Secretary for Import
Administration.

The ITC will determine whether these
imports materially injure, or threaten
material injury to, a U.S. industry within
75 days after the date of this
determination. If the ITC determines
that material injury, or the threat of
material injury, does not exist, this
proceeding will be terminated and all
estimated duties deposited or securities
posted as a result of the supension of
liquidation will be refunded or
cancelled. If, however, the ITC
determines that such injury exists, we
will issue a contervailing duty order,
directing Customs officers to assess &
countervailing duty on all entries of
brass sheet and strip from Brazil
entered, or withdrawn from warehouse,
for consumption as described in the
“Suspension of Liquidation™ section of
this notice.

This notice is published pursuant to
section 705(d) d’&e Act(19USC.
1873d(d)).

Poul Frosdenbery, '
Assistant Secretory for Trode Administrotion.
November 3, 3088,

IFR Doc. $6-23388 Filed 11-7-88. 8:45 am)
SRLING O0OL 38%0-80-8
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Notices

Federal Register
Vol. 51, No. 236
Tuesday, December 8. 1986

DEPARTMENT OF COMMERCE

International Trade Administration
[A-122-601]

Final Determination of Sales at Less
than Fair Value; Brass Sheet and Strip
from Canada

AGENCY: Import Administration,
International Trade Administration,
Commerce.

ACTION: Notice.

SUMMARY: We have determined that
brass sheet and strip from Canads are
being, or are likely to be, sold in the
United States at less than fair value, and
have notified the U.S. International
Trade Commission (ITC) of our
determination. We have also directed
the U.S. Custcms Service to continue to
suspend liquidation of all entries of
brass sheet and strip from Canada that
are entered, or withdrawn from
warehouse, for consumption, on or after
the date of publication of this notice,
and to require a cash deposit or bond for
each entry in an amount equal to the
estimated dumping margins as described
in the “Continuation of Suspension of
Liquidation” section of this notice.
EFFECTIVE DATE: December 9, 1986.

FOR FURTHER INFORMATION CONTACT:
Steven Lim or Charles Wilson, Office of
Investigatons, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230; telephone (202)
377-1776 or 377-5288.

SUPPLEMENTARY INFORMATION:

Final Determination

We have determined that brass sheet
and strip from Canada are being, or are
likely to be, sold in the United States at
less than fair value, as provided in
section 735 of the Tariff Act of 1930, as
amended (the Act) (18 U.S.C. 1673d). We
made fair value comparisons on sales of

the class or kind of merchandise to the
United States by Arrowhead Metais
Limited {(Arrowhead) and Noranda
Metal Industries Limited (Noranda}
during the period of investigation,
October 1, 1985 through March 31, 1986.
Comparisons were based on United
Staies price and foreign market value,
based on home market prices. The
weighted-average margins for individual
companies investigated are listed in the
“Continuation of Suspension of
Liquidation™ section of this notice.

Case History

On March 10, 1986, we received a
petition in proper form filed by
American Brass. Bridgeport Brass
Company, Chase Brass and Copper
Company, Hussey Metals Division, the
Miller Company, Olin Corparation-Brass
Greup, and Revere Copper Products,
Inc., domestic manufacturers of brass
sheet and strip, and by the International
Association of Machinists and
Aerospace Workers, International
Union-Allied Industrial Workers of
America (AFL-CIO). and Mechanics
Educational Society of America {Local
56). The petition was filed on behalf of
the U.S. industry that casts, rolis, and
finishes brass sheet and strip.

In compliance with the filing
requirements of secton 353.36 of the
Commerce Regulations (19 CFR 353.36),
the petition alleged that imports of the
subject merchandise from Canada are
being, or are likely to be, sold in the
United States at less than fair value
within the meaning of section 731 of the
Tariff Act of 1930, as amended (the Act).
and that these imports materially injure,
or threaten material injury to, a U.S.
industry.

We determined that the petition
contained sufficient grounds upon which
to initiate an antidumping duty
investigation. We initiated such an
investigation on March 31, 1966 (51 FR
11771, April 7, 1986), and notified the
ITC of our action. On April 24, 1986, the
ITC determined that there is a
reasonable indication that imports of
brass sheet and strip from Canada
materially injure a U.S. industry (USITC
Pub. No. 1837).

On April 29, 1886, we presented an
antidumping duty questionnaire to
Arrowhead Metals Limited (Arrowhead)
and to Noranda Metal Industries
Limited (Noranda) which account for at
least 80 percent of exports of the subject

merchandise to the United States. We
requested responses in 30 days. On May
22 and 28, 1986, at the request of
respondents, we granted a 14-day
extension of the due date for the
questionnaire responses. We received
responses from Noranda and
Arrowhead on June 12. On June 24, and
27, we requested additional information
from Noranda and Arrowhead on July 7,
1986.

On August 18, 1986, we made an
affirmative preliminary determination
(51 FR 30093, August 22, 1986).

On September 22, 1986, the
repondents requested a postponement of
the fina! determination. We granted this
request and postponed the due date for
the final determination until not later
then December 3, 1986 (51 FR 36419,
October 10, 1986).

Ratcliffs filed a voluntary response.
This response was incomplete and.
therefore, was not used.

As required by the Act, we afforded ~
interested parties an opportunity to
submit oral and written comments, and
on September 19, 1986, a hearing was
held to allow parties to address the
issues arising in this investigation.

Scope of Investigation

The products covered by this
investigation are brass sheet and strip,
other than leaded brass and tin brass
sheet and strip, currently provided for
under item numbers 612.3960, 612.3982,
and 612.3986 of the Tariff Schedulies of
the United States Annotated (TSUSA).

The chemical composition of the
products under investigation is currently
defined in the Copper Development
Association (C.D.A.) 200 series or the
Unifed Numbering System (U.N.S.)
C2000 series. Products whose chemical
composition are defined by other C.D.A.
or U.N.S. series are not covered by this
investigation.

Fair Value Comparison

.. In order to determine whether sales of
tﬁe subject merchandise to the United
States were made at less than fzir value,
we compared the United States price
with the foreign market value, based on
home market prices.

For this merchandise, there are two
types of sales: tolled and non-tolled. In
tolled sales, the brass mill's cust ?ner
provides the mill with the ccopla'lEI d/or
zinc, or scrap. purchased from another
source, which the mill converts into



41320

B-19

Federal Register / Vol. 51, No. 23¢ / Tuesday, December 9, 1988 / Notices

birass sheet or strip. The mill charges its
customer only for the value of the
conversion. In non-tolled sales, the
brass mill produces brass sheet and
strip from its own stocks of copper and
zine.

We have decided that the most
accurate comparison is, when possible,
to compare tolled sales to tolled sales
and non-tolled sales to non-tolled sales.
This type of “apples-to-apples”
comparison achieves the most accurate
results.

When there were a significant number
of tolled sales in the United States. we
asked the respondents to provide
information on home market tolled
sales. whenever possible, we compared
prices of tolled sales in the United
States to tolled sales in the home
market. Similarly. we compared prices
of non-tolled sales in the United States
to non-tolled sales in the home market.

In this investigation, both respondents
had a significant number of tolled sales
to the United States. However, Noranda
had no tolled sales in the home market.

For many tolled sales to the United
States by Noranda, we were able to
determine the component of Norand's
United States price attributable to metal
value in the U.S. sale from home market
prices of non-tolled sales of products
having the same alloy content. Altough
tolling charges may vary depending on
the quality of the metal input, we do not
have information on the quality of the
copper or zinc used. Accordingly, we
have compared U.S. tolled sales to
adjusted home market non-tolled sales
of the product using the same alloy
content as the best infomation available.

In deducting the metal cost from the
home market non-tolled sale, we do not
have information on whether some
component of the profit on the home
market sales my be attributable to the
metal cost. Consequently, we are not
deducting any profit.

For those tolled sales to the United
States where we could not determine
the component of Noranda's price
attributable to metal value, we
compared the U.S. tolled sale including
the metal value to unadjusted home
market non-tolled sales of merchandise
with the same alloy content as the best
information available. These sales
comparisons are made for a very small
percentage of Noranda's U.S. sales.

United States Price

As provided for in section 772(b) of
the Act. we used the purchaser price of
the subject merchandise to represent the
United States price for sales by
Arrowhead and most sales by Noranda
because. except for certain transactions
made by Noranda, the merchandise was

sold by these producers to unrelated
purchasers prior to importation into the
United States. For some of Noranda's
transactions we used the exporter's
sales price of the subject merchandise
as provided for in section 772(c) of the
Act, for the United States price.

We calculated the purchase price
based on the c.&f. delivered. duty paid.
packed price to urelated customers in
the United States. We made deductions,
where appropriate, for discounts, foreign
inland freight, U.S. duty, U.S. brokerage.
and U.S. inland freight. We disallowed
Noranda's claim for an increase in the
purchase price for a slitting cost
incurred by an unrelated U.S.
distributor, because the cost was not
incurred by Noranda and, hence, it is an
inappropriate addition to purchase
price. We calculated exporter's sales
price by deducting. where appropriate.
discounts, foreign inland freight, U.S.
duty, U.S. brokerage and U.S. inland
freight. We aslso made a deduction for
credit expenses.

Foreign Market Value

In accordane with section 773(a) of
the Act. we calulated foreign market
value based on f.0.b. packed home
market prices to unrelated purchases.
We made deductions, where
appropriate, for discounts, rebates and
foreign inland freight. We made an
adjustment for differences in
circumstance of sales for credit
expenses, pursuant to § 353.15 of our
regulations. We subtracted home market
packing cost and added U.S. packing
cost.

Where U.S. purchase price sales
involved unrelated party commission,
indirect selling expenses were granted
as an offset for the U.S. commission
expenses. in accordance with § 353.15(c)
of the Commerce Regulations.

We established separate categories of
“such or similar” merchandise. pursuant
to section 771(16) of the Act. In order to
select the most similar products, we
made comparisons of merchandise
groups based on form of material (sheet
or strip). grade (chemical composition),
dimensions, special finishes, and
traverse wound coils.

For those categories where there were
no identical products in the home
market with which to compare products
sold to the United States. we made
adjustments to similar merchandise to
account for differences in the physical
characteristics of the merchandise, in -
accordance with section 773(a)(C) of the
Act. These adjustments were based on
differences in the costs of materials,
direct labor and directly related factory
overhead.

For Noranda's sales, we made the
difference in merchandise adjustments
except for the cost of alloy centent,
based on cost differences supplied by
petitioners, since Noranda was unable
to provide us with these other cost
differences.

Currency Conversion

For comparisons involving purchase
price transactions, when calculating
foreign market value, we made currency
conversions from Canadian dollars to
U.S. dollars in accordance with
§ 353.56{a) of our regulations. using the

- certified daily exchange rates furnished

by the Federal Reserve Bank of New
York. For comparisons involving
exporter's sales price transactions, we
used the official exchange rate for the
date of purchase pursuant to section 615
of the trade and Tariff Act of 1984. We
followed section 615 of the 1984 Act
rather than § 353.56{a)(2) of our
regulations, as it supercedes that section
of the regulations.

Verification

As provided in section 776(a) of the
Act. we verified all information
provided by the respondents, using
standard verification procedures,
including examination of accounting
records and original source documents
containing relevant information on
selected sales.

Petitioners’ Comments

Comment 1: Petitioners assert that the
Department should reject the response
submitted by Noranda as inadequate
and. therefore, should use the best
information otherwise available.

DOC Position: We disagree. Based on
our verification of the response
submitted by Noranda, we are satisfied
that the information provided is
adequate for the purpose of making fair
value comparisons.

Comment 2: Petitioners contend that
Noranda and Arrowhead provided
overly broad product groupings for
proper comparison between the U.S. and
home market sales. Therefcre, the
Department should reject both
companies’ suggestions for comparison
groups.

DOC Position: We disagree. The
product groupings suggested by
respondents were based on their pricing
practices and were in accordance with
their cost records. Therefore, we
determined that they were reasonable
and used them for comparison purposes.

Comment 3: Petitioners argue that
Noranda failed to provide appropriate
cost adjustments for Bhi/8ical
differences of the merchandise.
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DOC Position: We agree. Since
Noranda did not provide production cost
data on which to base adjustments for
physical differences of the merchandise,
we used information provided by
petitioners as best information available
in making these adjustments.

Comment 4: Petitioners contend that
the Department should disallow
Noranda's claimed rebate expenses in
the hame market as it did in its
preliminary determination. This
contention is based on petitioners' claim
that year-end rebates cannot be related
to individual sales throughout the year.

DOC Position: We disagree. We
verified that the year-end rebate
expenses were provided for in the terms
at the time of sale and. therefore, were
directly related to the sales under
consideration.

Accordingly, we deducted the rebate
amount applicable to each individual
sale.

Comment 5: Petitioners maintain that
the Department should reject Noranda's
claim for a level of trade adjustment
based on a price differential between
customers who slit the material and
those who do not.

DOC Position: We agree. Level of
trade adjustments may be made under
certain circumstances in order to
compare sales at the same commerical
level of trade in the United States and
the home market. Noranda's sales were
at the same commercial level of trade in
both markets. Moreover, Noranda did
not quantify the price difference
between the slitting and non-slitting
customers.

Comment 6: Petitioners contend that
the Department should reject Noranda's
ccrrected sales information submitted
during the verification because this data
has not been verified.

DOC Pesition: We disagree. During
the verification, Noranda submitted
revised data which were verified.

Comment 7: Petitioners contend that
the Department should reject Noranda's
claim that all of its exporter’s sales
price, “trial” sales and certain home
market sales in which a surcharge was
included should be excluded as not in
the ordinary course of trade.

DOC Position: We agree. The
Department has determined that the
prices of these sales were based on the
company's price list, and that there were
sufficient commercial transactions of
these particular sales in the home
market as well as in the U.S. market
during the period of investigation.
Therefore, we included these sales in
our comparisons.

Comment 8: Petitioners contend that
Noranda and Arrrowhead should not
have used average credit cost and that

the Department should use credit cost
incurred relative to individual sales.

DOC Position: We agree. During
verification, the Department established
that each company did not average
credit costs but calculated the credit
cost on each sale by basing it on the
actual number of days from the date of
shipment to the date of receipt of
payment.

Comment 9: Petitioners argue that the
Department should reject Arrowhead's
contention that tolled sales be excluded
in our calculations, since they reflect
sale of a service not the merchandise
under investigation.

DOC Position: We agree. While U.S.
purchasers provided materials to
respondents for the manufacture of the
merchandise under investigation.
respondents are the manufacturers of
the product exported to the United
States, and their sales of this product
are the appropriate subject of our
investigation (Certain Small Diameter
Welded Carbon Steel Pipes and Tubes
from the Philippines, 51 FR 33099,
September 18, 1986). .

Comment 10: Petitioners claim that in
its preliminary determination, the
Department made programming errors
with regard to credit, commissions and
difference in merchandise adjustments
in calculating foreign market value and
United States price.

DOC Position: We agree. We have
received our data base and have made
appropriate corrections with regard to
credit, commissions and difference in
merchandise adjustments for our final
determination.

Comment 11: Petitioners argue that
Arrowhead failed to consider width as a
factor in its product comparisons.

DOC Position: We disagree. We have
been provided by Arrowhead with
product comparisons based in part on
width and have used these product
comparisons in making our final
determination.

Comment 12: Petitioners assert that
Arrowhead's non-tolled sales are not
accounted for in product comparisons.

DOC Position: We disagree. These
particular sales have been considered.

Comment 13: Petitioners argue that
Arrowhead's product groupings do not
compare groups of identical alloy
composition.

DOC Positions: We disagree. We have
determined that Arrowhead’s product
groupings compare groups of identical
alloy composition.

Respondent’s Comments
Noranda

Comment 1: Noranda argues that the
Department should exclude exporter’'s

sales price transactions from its fair
value comparisons, because they were
not made in the ordinary course of
trade. Noranda states that if the
Department includes these sales,
separate margins should be calculated
for exporter’s sales price and for
purchase price sales.

DOC Position: We disagree. The term
“ordinary course of trade” pertains only
to home market sales. In fair value
investigations, the Department
calculates one margin for a class or kind
of merchandise whether the sales were
purchase price or exporter's sales price.

Comment 2: Noranda claims that
products such as cut to length, traverse
wound and coated brass sold in the
home market should be disregarded
when comparisons are made between
the U.S: market and the home market.

DOC Position: We disagree. We
consider these products similar to the
U.S. products. See “Foreign Market
Value" section of this notice.

Comment 3: Noranda argues that the
Department in making its credit
adjustment should not deduct imputed
interest expenses on exporter's sales
price sales.

DOC Position: Since the company
incurred actual credit expenses. it was
unnecessary to impute credit expenses.
Accordingly, the Department followed
its usual policy of computing credit
expense deductions based on actual
credit terms for U.S. sales to unrelated
purchasers. For these sales, the period
considered was the time the
merchandise left the warehouse in the
United States until the time payment
was made by the U.S. purchaser.

Comment 4: Noranda maintains that
an adjustment for differences in level of
trade should be made, for a differential
between a price paid by customers who
slit the material and a price paid by
those who do not.

DOC Position: We disagree. See our -
response to petitioners’ Comment 5.

Comment 5: Noranda argues that
certain home market sales which have a
surcharge are not in the ordinary course
of trade and should be excluded from
our fair value comparisons.

DOC Position: We disagree. See our
response to petitioners’ Comment 7.

Comment 6: Noranda states that the
Department should adjust the foreign
market value to reflect rebates incurred
in the home market.

DOC Position: We agree. See our
response to petitioners' Comment 4.

Comment 7: Noranda argues thaBix0)

Department should use an average of
U.S. sales prices in its final
determination.
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DOC Position: We disagree. The only
authority we have to average U.S. prices
is contained in section 777A of the 1984
amendments to the Act {19 U.S.C. 1677f-
1). This authority only extends.
however, to situations in which a
“significant volume of sales is involved
or a significant number of adjustments
to prices is required.” In this proceeding
we do not find the number of sales (less
than 175) or the number of adjustments
to be so large as to authorize us to
average U.S. price.

Arrowhead

Comment 1: Arrowhead argues that
the Department should exclude “tolled”
sales in its calculations because it was
only performing a conversion service
rather than the sale of a finished
product.

DOC Position: We disagree. See our
response to petitioners’ Comment 9.

Comment 2: Arrowhead argues that
the Department should not extend the
scope of this investigation to include the
brass strip that is 1.25 inches or less in
width unless it includes the brass strip
that is equal to or less than 0.006 inches
in thickness. Arrowhead asserts that the
petitioners were being selective in
including brass strips that were 1.25
inches or less in width and excluding
those that were less than 0.006 inches in
thickness.

DOC Position: We disagree. The
scope of this investigation accords with
the wishes of the petitioners. Item
numbers 612.3982 and 612.3986 of the
TSUSA include brass strips less than
1.25 inches in width. The TSUSA does
not exclude from its definition of brass
strip a product less than 1.25 inches in
width unless it is flat wire. In order to be
considered flat wire, the product must
meet all of the requirements for flat
wire. Respondent has not demonstrated
that sales of a product less than 1.25
inches in width are sales of flat wire
instead of strip. However. a product less
than 0.006 inch in thickness is no longer
brass strip, rather it is defined as brass
foil by the TSUSA. Neither brass flat
wire nor brass foil are within the scope
of this investigation.

Comument 3: Arrowhead argues that
petitioners proposed product groupings
should be rejected and that we should
use Arrowhead's product groupings.

DOC Position: We agree. See our
response to petitioners’ Comment 2.

Comment 4: Arrowhead argues that
petitioners' November 3, 1986,
submission should be rejected as
untimely.

DOC Position: We disagree. We have
exercised our discretion under 19 CFR

" 353.46 to accept these comments

because they contributed towards a

more accurate result in our
investigation. We allowed respondents
time to comment on the submission.

Ratcliffs

Ratcliffs argues that the Department's
refusal to verify its voluntary response
is arbitrary and violates the
Antidumping Code as enacted into U.S.
law because (a) absent a finding of a
price differential with respect to a
particular company there can be no
finding of dumping and (b) interested
parties should be given an opportunity
to present evidence. Ratcliffs also
argues that its voluntary response
should be used as best information
available. Ratcliffs has supplied the
Department with information that it has
no less than fair sales and should be
excluded.

DOC Position: By regulation (19 CFR
353.38). and consistent practice, we are
only required to examine 60 percent of
the merchandise exported to the United
States during the pesiod of investigation.
Noranda and Arrowhead account for
considerably more than 80 percent of
the exports of the product under
investigation. We advised counsel for
Ratcliffs prior to its submission that we
would accept and consider a voluntary
response only if it were free of .
deficiencies. If we advise a voluntary
respondent that its first response is
deficient, as a practical matter, we
become engaged in explaining the
deficiencies, reexamining the corrected
response, and possibly repeating this
procedure. Our administrative resources
would be eroded to the point where our
ability to meet statutory deadlines
would be impaired. Ratcliffs was given
an opportunity to submit information.
but its submission was seriously
deficient. We have no need to resort to
Ratcliffs’ response for best information
available because we have verified
information from Noranda and
Arrowhead. The information submitted
by Ratcliffs was not sufficient.
Consequently, it was not verified and
cannot form the basis for exclusion.

Continuation of Suspension of
Liquidation

In accordance with section 733(d) of
the Act, we are directing the U.S.
Customs Service to continue to suspend
liquidation of all entries of brass sheet
and strip from Canada that are entered.
or withdrawn from warehouse, for
consumption, on or after the date of
publication of this notice in the Federal

Register. The United States Customs
Service shall require a cash deposit or
the posting of a bond on all such entries
equal to the estimated weighted-average
amount by which the foreign market
value of the merchandise subject to this
investigation exceeds the United States
price. The suspension of liquidation will
remain in effect until further notice. The
margins are as follows:

Weighted-
Manufacturer/seller/exporter g;:rzﬁ
{perceatage}
Arrowhead..........coeeciennceienncnns 2.51
Noranda 11.54
ANl Others .......ccovninvrennrcnerecnnnn. 8.10
ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. In addition, we are.
making available to the ITC all
nonprivileged and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and business
proprietary information in our files,
provided the ITC confirms in writing
that it will not disclose such information
either publicly or under an
administrative protective order without
the consent of the Deputy Assistant
Secretary for Import Administration.
The ITC will determine whether these
imports materially injure, or threaten
material injury to, a U.S. industry within
45 days of the publication of this notice.
If the ITC determines that material
injury or threat of material injury does
not exist, this proceeding will be
terminated and all securities posted as a
result of the suspension of liquidation
will be refunded or cancelled. However,
if the ITC determines that such injury
does exist, we will issue an antidumping
duty order directing Customs officers to
assess an antidumping duty on brass
sheet and strip from Canada entered. or
withdrawn from warehouse. for
consumption on or after the suspension
of liquidation, equal to the amaunt by
which the foreign market value exceeds
the United States price.

This determination is being published
pursuant to section 735(d) of the Act (19
U.S.C. 187d(d)).

Paul Freedenberg,

Assistant Secretary for Trade Administration.
December 3. 1988.

{Fr. Doc. 88-27608 Filed 12-8-886; 8:45]

BILLING CODE 3510-0S-M
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LIST OF PARTICIPANTS IN THE COMMISSION'S HEARING
ON THE INVESTIGATIONS

B-23



B-24

CALENDAR OF PUBLIC HEARINC

Those Tisted below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : Certain Brass Sheet and Strip from
Brazil, Canada, France, Italy, the
Republic of Korea, Sweden and West
Germany

Inys. Nos. : 701-TA-269 and 270 and
731-TA-311 through 317 (Final)

Date and time: December 1, 1986 - 9:30 a.m.
Sessions were held in connection with the investigation in the

Hearing Room of the United States International Trade Commission, 701
E Street, N.W., in Washington.

In support of the imposition of antidumping and/or
countervailing duties:

Collier, Shannon, Ri1l & Scott--Counsel
Washington, D.C.
on behalf of

American Brass, Bridgeport Brass Company, Chase Brass &
Colper Company, Hussey Metals Division, The Miller
Company, 01in Corporation, and Revere Copper Products,
Inc., and the International Association of Machinist
and Aerospace Workers, International Union, Allied
Industrial Workers of America (AFL-CIQ), Mechanics
Educational Society of America (Local 56), and United
Steelworkers of America (AFL-CIO/CLC)

Joseph Goodell, President, American Brass
James G. Hascall, President, Olin Brass

Nicholas D. Giordano, Assistant Director/Senior
Economist, Georgetown Economic Services

Robert J. Tubbs, Group Counsel, Ammunition and
Metals, 0lin Brass
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Collier, Shannon, Ri1l & Scott (Continued) -
Daniel B. Becker, D1rector of Market1ng,
0lin Brass

Devin K. Denner, District Sales Manager, Olin
Brass

Bruno H. E1sner, Vice Pres1dent of Market1ng
and Sales, American Brass

Lisa Cape11,'Marketing'RepresentatiVe,-American

Brass

Dav1d A. Hartqu1st

)
Jeffrey S. Beckington )--OF COUNSEL

Kathleen Weaver Cannon -

In opposition to the imposition of antidumping duties
and/or counterva111ng duties

o' Me1veny & Myers--Counsel
Washington, D.C.
on behalf of

Eluma S.A. ("Eluma") (a Brazilian manufacturer
and exporter) )
Gary N. Horlick - AN
James J.R. Ta]bot) 'OF COUNSEL

Arnold & Porter--Counsel
Washington, D.C.
on behalf of

Langenberg Kupfer-Und Messingwerke GmbH KG,
Metallwerke Schwarzwald GmbH, William Prym-Werke KG,
R & G Schmole Metallwerke GmbH and Co. KG, :
Schwermetall Halbzeugwerk GmbH and Co. KG,
Stolberger Metallwerke GmbH and Co. KG,
Wieland-Werke AG, and Diehl GmbH & Co.

Harold Kroener, Executive Assistant to the
General Manager, Wieland-Weke AG

Richard A. Johnson)

Robert Herzstein )--OF COUNSEL
Grant Finlayson )

- more -
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Erb and Madian, Inc., Washington, D.C.
~ Alan L. Madian, Managing Director
Taft, Stettinius & Holtister--Counsel

Washington, D.C.
on behalf of

Noranda Metal Industries Limited, Montreal, Canada
o . and
Ratcliffs (Canada) Limited

W. G. Deeks, President, Noranda Sales Corporation

W. J. Moloughney, Executive Vice President

P. K. Sutherland, Vice President, Finance
Adninistration, Noranda Metal Industries
Limited

William E. Wright, Commodity Analyst

James D. Williams, Jr.)_.
Ann Ottoson King ) OF COUNSEL

Sonnenberg, Anderson & 0'Donnell--Counsel
Chicago, I1linois
on behalf of

Metallverken, Inc.
Johan Scheel,‘President
Paul S. Anderson--OF COUNSEL
Cleary, Gottlieb, Steen & Hamilton--Counsel '

Washington, D.C.
on behalf of

La Metélli Industriale S;p.A. ("LMI"), Firenze, Italy
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APPENDIX E

TWO IMPORTERS’ COMMENTS CONCERNING REROLL
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APPENDIX F
AGGREGATE INCOME-AND-LOSS INFORMATION OF THREE BRASS MILLS

ON THEIR OPERATIONS PRODUCING C20000-SERIES BRASS
SHEET AND STRIP FOR REROLL
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C20000~series brass sheet and strip for reroll 1/ are presented in table F-1,
Two of the three firms that provided rinancial data on such reroll operations
reported their 1985 sales of C20000-series reroll to be approximately %X
percent ot the quantity and **¥ percent of the value of their total sales of
C20000-series brass sheet and strip. % ¥ ¥, however, reported the quantity of
its 1985 sales of C20000-series reroll to be *%¥% percent, and the value *x*
percent, of its total C20000-series sales. % X X accounted for X%X paercent of
the quantity and for X%% percent of the value 2/ of reroll sales in 1985
reported in table F-1.

Net sales declined from $*%% in 1983 to $%%%x during 1984, or by ¥x%
percent, then tfell further to $*X% in 1985 for a decrease of *®%¥ percent.
Oparating losses lessened from $X*XX in 1983 to $*%% in 1984 before increasing
again in 1985 to $%%*%, The operating loss ratios during the 1983-85 period
were XXX parcent, ¥X% paercent, and *X% percent, respectively. % ¥ ¥,

Net sales of (C20000-series bhrass sheet and strip for reroll increased
from $*%% during interim 1985 to $*¥%x during interim 1986, or by *X% percent.
In spite of the increase in sales trom interim 1985 to interim 1986, operating
losses increased to $¥%X during interim 1986, up %X percent from a $*** loss
reported during interim 1985. The increase in operating losses was due to
* % %, The operating loss margins during interim periods 198586 were X%
percent and *%% percent, respectively.

* % ¥, representing *%% percent of the value of the three brass mills'
aggregate C20000-series reroll sales reported during 1985, * %* ¥ reported for
the reroll operations. A company official of % % % indicated that although
its reroll products are ¥ ¥ %X, % ¥ ® further reported that * % ¥
C20000-series reroll,

1/ The firms are X % ¥ They accounted for ¥%% percent of the reported
quantity of shipments of reroll by U.S. brass mills in 1985,
2/ The value ratio is higher than the quantity ratio because % ¥ X has % % ¥,
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Table F-1.-Income-and-loss experience of 3 U.5. brass mills on their
operations producing C20000-series brass sheet and strip for reroll,
accounting years 1983-85, and interim periods ended June 30, 1985, and
June 30, 1986

Interim period
ended June 30

Item .. 1983 1984 1985 1985 1986
Net sales 1/....1,000 dollars.. L KRR RNHN KRR L
Cost of goods sold 1/....do... . _¥xx KKK fakadal KK Kk
Gross profit............. do....  Xn% KHK KHK KAK HK

General, selling, and admin-
istrative expenses

1,000 dollars.. Kl Fed KK HXK FK
Operating (loss)......... do.... (%xxX¥) (KK%) (RX¥%) (HX%) (RH%)
Interest expense ........ do.... AWK lataks L AKXk FNH
Other income or (expense),
net........... 1,000 dollars. . akalad (XK (KKK ) HKK R
Net (loss) before income
taxes......... 1,000 dollars.., (¥xx) (HxK) (KRR (HxR) (%K)

Depreciation and amortization
axpense included above

1,000 dollars.. KRH HXH ARW KX KNH

Cash flow ............... do.... (xx) Lo L KRR (X))
As a share of net sales:

Cost of goods sold..percent.. L HRK WK HKK KK

Gross profit........... do.... KW KN RN KN¥ KRN

General, selling, and
administrative expenses

percent. . ANR KR S KWK HHK
Operating (loss)....... do.... (%%X) (XK (XXK) (RXK) (HXK)
Net (loss) before income
taxes............. percent.. (¥¥X) (RRK) (KKRK) (HHK) (HH%)
NMumber of firms reporting
operating losses............. ARK HNK KRN KHH HHHR
Number of firms reporting...... 3 3 3 3 3

1/ % * ¥, accounting for ¥ percent of the value of the 3 brass mills'
C20000-series reroll sales in 1985, provided value data in the income-and-loss
section of ilts questionnaire, which included the metal value for toll sales.
The metal values were reflected hoth in the cost of goods sold and the dollar
value of sales,

rce:  Compiled from data submitted in response to questionnaires of the

Sou
U.s5. International Trade Commission.
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APPENDIX G

PRODUCERS' AND IMPORTERS' WEIGHTED-AVERAGE TOTAL SELLING PRICES
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Table G-1.--Producers' and importers' weighted-average total selling prices for
nontoll account sales of the builders' hardware product, by country of origin
and by quarters, January 1983-June 1986 1/

(Per pound)

United West

Period States Brazil France Italy Korea Sweden __Germany
1983: :

January-March...... $1.12 2/ 2/ 2/ 2/ 2 K%k

April-June......... 1.18 2/ 2/ 2/ 2/ 2/ bt

July-September..... 1.20 2/ Fokxk 2/ 2/ 2/ Fkk

October-December... 1.19 2/ 2/ 2/ 2/ 2/ et
1984:

January-March...... 1.19 KXk Ladads fadatsl falady] 2 Hkk

April-June......... 1.26 *XkX *%% XXX %% 2/ KKk

July-September..... 1.21 et *kk 2/ 2/ 2/ Fekek

October-December... 1.18 Ladded 2/ 2/ 2/ 2/ Hdek
1985:

Januvary-March....., 1.12 Fokk 2/ 2/ fadads 2/ *HX

April-June......... 1.20 2/ *kk kX fadat} badads] Kkek

July-September..... 1l.14 2/ 2/ 2/ fatats] 2/ K%k

October-December... 1.06 2/ 2/ 2/ kX 2/ *%k
1986:

January-March...... 1.09 2/ 2/ 2/ Kkek adadsl falaldd

April-June......... 1.08 Ll 2/ 2/ Kok 2/ bataty

1/ Builders' hardware, CDA end-use classification 110, CDA alioy 260, .016-032"

thick by 2-12" in width.
2/ No data reported.

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

International Trade Commission.
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Table G-2.--Producers’' and importefs' weighted-average total selling prices for
nontoll account sales of the heavier-gauge slitting stock product, by country of
origin and by quarters, January 1983-June 1986 1/

(Per pound)

United West
Period States Brazil Canada France TItaly Korea Sweden Germany
1983:
January-March...... $1.10 2/ Fdex 2/ 2/ 2/ 2/ X%k
April-June......... 1.10 2/ Hkx 2/ 2/ 2/ 2/ *kx
July-September..... 1.11 2/ Fkk 2/ 2/ 2/ 2/ Fkk
October-December... 1.06  Xkkx = kkk 2/ 2/ 2/ 2/ *xk
1984: ‘
Januwary-March...... 1.16 % fadatel Fkk kX *kok 2/ X%k
April-June..,...... 1.16  kx fadadd] 2/ 2/ HXX 2/ %X
July-September...,.. 1.11  *¥%* Xk kX 2/ Kk 2/ Kok
October-December... 1.10 ¥ *%ok Fokok 2/ 2/ ok XXX
1985:
January-March...... 1.09 XXX Ladadsl Xk 2/ taads] XK X%
April_June. e e e e 1.10 NK K * %X R 244 XK X XKk * X % b2.%. 4
July-September..... 1.07  %x Kok *kX 2 Kkk kK Kk
October-December... 1.06 XX ekek %k 2/ *kk 2/ badatel
1986:
January-March...... 1.04 *kk K*kk 2/ Xk 2/ bt
April-June......... 1,00 xxx Yokex fateted 2/ *%k 2/ X0k

1/ Slitting stock, CDA end-use classification 920, GDA alloy 260, .020-.025" thick
by maximum yield width.
2/ No data reported.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table G-3.--Producers' and importers' weighted-average total selling prices
for nontoll account sales of the lighter-gauge communications and
electronics product, by country of origin and by quarters, January
1983-June 1986 1/

Table G-4.--Producers' and importers' weighted-average total selling prices for
nontoll account sales of the heavier-gauge communications and electronics
product, by country of origin and by quarters, January 1983-June 1986 1/
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Table G-5.--Producers' and importers' weighted-average total selling prices
. for nontoll account sales of the lighter-gauge slitting stock product, by

country of origin and by quarters, January 1983-June 1986 1/

(Per pound)

United West
States Brazil _ Canada Korea Sweden Germany
1983:
January-March........ $1.14 2/ XXX 2/ 2/ 2/
April-June........... 1.24 2/ KXk 2/ 2/ 2/
. July-September....... 1.17 2/ falated 2/ 2/ 2/
~ October-December..... 1.09 2/ oty 2/ 2/ *xk
1984: '
January-Macch........ 1.18 falatsl 2/ 2/ 2/ X%k
April-June........... 1.20 Fkk Fokk 2/ 2/ Kk
July-September....... 1.17 fadad bt 2/ 2/ bl
October-December..... 1.13 XXk Ladat] 2/ fatatel atatdl
1985:
. January-March........ 1.17. fadets 2/ 2/ 2/ BRelots
April-June........... 1.15 2/ *%X 2/ 2/ B date
July-September....... 1.09 2/ fatated fadade] 2/ fatated
October-December..... 1.03 2/ Kkx *%kX 2/ fatatel
1986:
January-March........ 1.09 *xk Fkk 2/ 2/ *dok
April-June........... 1.06 2/ 2/ X%k 2/ K%k

1/ sSlitting Stock, CDA end-use classification 920, CDA alloy 260, .016-.0199"
thick by, maximum yield width.

2/ No. data. reported. .

Source: Compiled from data submitted in response to questionnaires'of‘the
U.S. International Trade GCommission.
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Table G-6.--Producers' and importers' weighted-average total selling prices
for nontoll account sales of the lighter-gauge reroll product, by country of
origin and by quarters, January 1983-June 1986 1/

Table G-7.--Importers' weighted-average total selling prices for non-toll
account sales of the heavier-gauge reroll product, by country of origin and
by quarters, January 1983-June 1986 1/

Table G-8.--Producers' and importers’' weighted-average total selling prices
for non-toll account sales of the automotive electrical product, by country
of origin and by quarters, January 1983-June 1986 1/

Table G-9.--Producers' and importers' weighted-average total selling prices
for non-toll account sales of the lamp shells and sockets product, by
country of origin and by quarters, January 1983-June 1986 1/
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APPENDIX H

DISCUSSION OF CERTAIN ISSUES RELATED TO
PRICE COMPARISONS
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Respondents have voiced several concerns about the adequacy of comparing
producers' and importers' total selling prices, relating to items compared,
level of sale, differences in quantities purchased, differences in lead times,
and the effects of producers' scrap buy-back programs. Staff defined the
product categories for which price data were collected so that, within a
particular product category, an additional annealing step would not normally
be required in the reduction of the brass sheet and strip from the thickest
gauge to the thinnest gauge. Since price increases are more closely related
to the number of annealing steps required rather than to the exact gauge of
the product, prices for different gauges within a particular product category
should he equivalent, all other factors being equal. 1/ The product
definitions were also defined to control for level of sale. For example,
slitting stock is sold to distributors, whereas builders' hardware is sold to
manufacturers of hardware products. Producers and importers adhered to the
levels of sale as requested in the majority of instances. In a few quarters,
importers reported sales of "end-user" products to distributors. However, for
these importers, stafft determined that prices did not show consistent
variations by market sector. Industry sources confirm that importers
generally do not vary their prices based on market sector. 2/

Regarding differences in quantities purchased from U.S5. producers
relative to quantities purchased from importers, staff notes that there were
several instances in which reported quantities were less than producers' and
importers' stated minimums. Generally, explanations oftfered were that the
customer could order several different items to make up the minimum quantity
requirements. Thus, differences in transaction quantities are not necessarily
meaningful indicators of quantity discounts received by customers.
Nevertheless, average transaction quantities calculated for each product
category and country suggest that importers of Brazilian and Korean brass
sheet and strip may have sold slitting stock in larger quantities than did
U.S. producers. Importers of Canadian slitting stock reported transaction
quantities very similar to those of U.S. producers. For sales of builders’
hardware, average transaction quantities for U.S.-produced brass sheet and
strip are actually larger than those for imported Brazilian and Korean brass
sheet and strip.

Respondents have argued that importers' prices must be lower than U.S.
producers' prices to compensate for importers' longer leadtimes and the fact
that U.S. producers offer scrap buy-back programs which lower the net price of
U.S.~produced brass sheet and strip. First, staff notes that any such effects
of these factors should influence distributor price comparisons less than
enduser price comparisons. Because distributors generally purchase tor their
own inventory, they can more easily incorporate importers’ longer leadtimes
into their purchasing operations. Because slitting operations produce less

1/ In certain cases where product specifications other than gauge appeared
to be causing "abnormal" prices, staff did not use those prices for the
purposes of obtaining weighted-average prices.

2/ Staff meeting with % % %,
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scrap than do manufacturing operations, scrap is also less of a consideration
for distributors. Secondly, median leadtimes reported by purchasers of
Canadian brass sheet and strip were quite close to those for U.$. producers.
Thus, one would not expect prices of Canadian brass sheet and strip to be
discounted much because of longer leadtimes.

As discussed in the "Purchasers' data" and "Lost sales and lost revenues"
sections, some purchasers of brass sheet and strip have stated that importers'
prices must be lower because of leadtimes and producers' beneficial scrap
buy~back programs. However, one large end user reported that, in many
instances, it cannot buy imported brass sheet and strip even if it is lower
priced than U.$.-produced brass sheet and strip because the longer leadtimes
for imported material would disrupt production schedules. Additionally, the
fact that some purchasers have stated a preference for the manner in which
importers of Brazilian and Korean brass sheet and strip establish the metal
value could arguably be a factor that would cause purchasers to pay a higher
price for imported material, other factors being equal. Because individual
purchasers' observations vary as to the existence or precise amount of a
margin by which importers' prices must be lower than prices of U.$. producers'
prices, the staff cannot make arbitrary price adjustments to producers' or
importers' weighted-average prices.
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