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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Ipvestigations Nos. 701-TA-271 (Final)
and 731-TA-318 (Final)

OIL COUNTRY TUBULAR GOODS FROM ISRAEL

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, 2/ 3/ 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 Israel of oil country tubular
goods, 4/ provided for in items 610.32, 610.37, 610.39, 610.40, 610.42,
610.43, 610.49, and 610.52 of the Tariff Schedules of the United States, that
have been found by the Department of Commerce to be subsidized by the
Government of Israel.

Further, the Commission determines, 2/ 3/ pursuant to section 735(b) of
the Tariff Act of 1930 (19 U.S5.C. § 1673d(b)), that an industry in the United
States is materially injured by reason of imports from Israel of oil country
tubular goods, provided for in items 610.32, 610.37, 610.39, 610.40, 610.42,
610.43, 610.49, and 610.52 of the Tariff Schedules of the United States, that

have been found by the Department of Commerce to be sold in the United States

at less than fair value (LTIFV).

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 determines that an industry in the United States is not
materially injured or threatened with material injury, and that the
establishment of an industry is not materially retarded, by reason of imports
from Israel that are being subsidized and sold at LTFV in the United States.

3/ Vice Chairman Brunsdale is not participating.

4/ For purposes of these investigations, the term "oil country tubular
goods" includes casing and tubing for drilling oil or gas wells, of carbon or
alloy steel, whether such articles are welded or seamless, whether finished or
unfinished, and whether or not meeting American Petroleum Institute (API)
specifications, provided for in items 610.32, 610.37, 610.39, 610.40, 610.42,
610.43, 610.49, and 610.52 of the Tariff Schedules of the United States.



Background

The Commission instituted these investigations effective June 11, 1986,
and August 25, 1986, following preliminary determinations by the Department of
Conmerce that imports of oil country tubular goods from Israel were being
subsidized within the meaning of section 701 of the Act (19 U.S.C. § 1671) and
were being sold at LTIFV within the meaning of section 731 of the Act (19
U.8.6. § 1673). ﬁotice of the institutions of the commission's investigations
and of a public hearing to be held in connection therewith was given by
posting copies of the notices in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notices
in the Federal Register of July 9, 1986 (51 FR 24947), of September 10, 1986
(51 FR 32258), and of October 16, 1986 (51 FR 36874). The hearing was held in
Washington, DC, on January 14, 1987, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF COMMISSIONER ECKES, COMMISSIONER LODWICK
AND COMMISSIONER ROHR

We determine that an induétry in the United States is materially injured
by reason of subsidized and less than fair value (LTFV) imports of oil country
tubular goods from Israel. 1/ 2/ 3

These determinations afe based primarily on the continuing poor
performance of the domestic industry, the significant and increasing market
penetration of cumulated imports, and evidence of underselling by the imports
resulting iﬁ domestic price depression. We conclude that the imports |

adversely affected the particularly vitlnerable domestic industry during the

period under investigation.

Like product/domestic industry

As a prerequisite to its material injury analysis, the Commission must

define the relevant domestic industry. The term "industry™ is defined in

1/ Although Chairman Liebeler finds in the negative for these investigations,
she joins in the discussion of the like product/domestic industry and the
condition of the domestic industry. See her separate views on cumulation and
causation.

2/ Vice Chairman Brunsdale did not participate in these determinations.

_ 3/ Because there is an existing industry, material retardation of the
establishment of an industry in the United States is not an issue in these
investigations. .



section 771(4)(A) of the Tariff Act of 1930 as "the domestic producers as a
whole of a like product, or those producers whose collective output of the
like product constitutes a major proportion of the total domestic production
of that froduct oW 4/ "Like product" is defined as "a product which
is like, or in the absence of like, most similar in chardcteristics and uses
with, the article subject to an investigation." =

The imported product in these final investigations is o0il country tubular
goods (OCTG), which includes casing and tubing for use in drilling oil and gas
wells and for transporting oil and gas to the surface. &/ The Commission
has investigated these products in previous cases and dealt with arguments by
respondents from various countries that OCTG is not one like product but
rather should be separated into such categories as seamless and welded,
finished and unfinished, casing and tubing, and drill pipe. In previous
investigations, the Commission determined that seamless and welded OCTG were

one like product, 1/ as were casing and tubing, and green tubes and finished

4/ 19 U.S.C. § 1677(4)(A).

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

6/ In contrast to previous investigations, Commerce did not investigate
imports of drill pipe in these investigations,

7/ 0il Country Tubular Goods from Canada and Taiwan, Invs. Nos. 701-TA-255
and 731-TA-276-277 (Final), USITC Pub. 1865 (June 1986); see also, 0il Country
Tubular Goods from Brazil, Korea, and Spain, Invs. Nos. 701-TA-215-217
(Final), USITC Pub. 1633 (Jan. 1985); 0il Country Tubular Goods from Austria,
Romania, and Venezuela, Invs. Nos. 701-TA-240-241 and 731-TA-249-251
(Preliminary), USITC Pub. 1679 (Apr. 1985); 0il Country Tubular Goods from
Argentina and Spain, Invs. Nos. 731-TA-191 and 195 (Final), USITC Pub. 1694
(May 1985). '
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OCTG. 1In these investigations, no party has challenged the definition of the
like product established in the Commission's previous determinations, and no
evidence was presented in these cases to change our determinations as to the

like product. 8/ 9/

Condition of the domestic industry

The Commission makes its findings on the condition of the domestic
industry by considering, among other factors, U.S. domestic consumption,
production, capacity, capacity utilization, shipments, employment, and

financial data._lg/

8/ In the current investigations, as in previous investigations, Commissioner
Eckes and Commissioner Lodwick do not find that drill pipe is a separate like
product. Therefore they find one domestic OCTG industry. Chairman Liebeler
and Commissioner Rohr find, as they have in previous investigations, that
drill pipe is a separate like product from casing and tubing.

9/ Data in these investigations are for all OCTG, including drill pipe, which
accounted for less than one half of one percent of U.S. producers' domestic
shipments in 1985, and was not produced domestically at all in 1986. Were
drill pipe excluded from these investigations, the trends in the economic
indicators the Commission considers would be the same. Report of the
Commission (Report) at A-3. The available data do not permit the
identification of drill pipe production as a separate industry. Therefore,
under section 771(4)(D) of the Tariff Act of 1930, the effect of the allegedly
unfairly traded imports are to be assessed by examining the narrowest group
that includes drill pipe and for which the necessary information can be
provided, that is all OCTG. 19 U.S.C. § 1677(4)(D).

10/ 19 U.S.C. § 1677(7)(C)(i1i).



Analysis of the above listed factors, particularly the financial data,
show an industry in critical condition. Year after year of serious problems,
highlighted by operating losses throughout the period under investigation,
have left the industry weakened and vulnerable to any additional shocks.

In previous investigations, the Commission found that the domestic OCTG
industry enjoyed a prosperous year in 1981, but that its condition declined
dramatically during the next two years. i1/ Although 1984 showed minor
reversals of this trend, the general decline of the industry continued in 1985
and 1986. The industry is operating at low levels and is suffering serious
financial losses. 12/

In 1982, several firms in the domestic industry developed programs to
expand their capacity to produce OCTG. However, as sales plummeted in 1982
and 1983, some of these firms either abandoned or delayed their planned

13/

expansions, and curtailed or shut down existing operations. == The trend

has continued, with domestic producers' capacity to produce OCTG falling from

11/ 0il Country Tubular Goods from Canada and Taiwan, upra p.4, at 5.

12/ Chairman Liebeler notes that pipe and tube products other than OCTIG may
be, and are, produced in the facilities where OCTG are manufactured and the
downtime required to switch to and from production of these other pipe and
tube products and OCIG is considered by the industry to be minimal - sometimes
less than an hour. Report at A-12. Thus, the data do not permit "the
separate identification of production in terms of such criteria as the
production process or the producer’'s profits.” Therefore, pursuant to 19
U.S.C. § 1677(4)(D) it is appropriate to evaluate the condition of the
industry by applying a product line analysis. In these investigations,
capacity utilization rates for production facilities within which OCTG are
manufactured are available. The capacity utilization trends are the same
using those figures as using capacity utilization for production of OCTG only.
13/ 0il Country Tubular Goods from Canada and Taiwan, supra p. 4, at 5.



5.8 million tons in 1983 to 5.2 million tons in 1984 to 4.7 million tons 'in

1985. Capacity dropped to-3.3 million tons in the interim period

cqqs .. . 14/ 15/

January-September 1986 from 3.5 million tons in interim 1985. — —
Production rose significantly from 1983 to 1984, although to a level

below that of 1982. Production then declined 14 percent from 1984 to 1985,

and 62 percent when January-September 1986 is compared to January-September

1985. 16/

Capacity utilization increased from 28.4 percent in 1983 to 51.8 percent
in 1984, then dropped to 46 percent in 1985. It plummeted to 22.0 percent
during January-September 1986 from 46.8 percent in the comparable period of

17/

1985. Total shipments increased 104 percent from 795 thousand tons in

1983 to 1.6 million tons in 1984, then fell to 1.5 million tons in 1985,
Shipments dropped about 60 percent between interim 1985 and interim 1986. 18/

The majority of the industry's inventories are held by distributors and

consumers rather than producevrs. Despite substantial draw downs of these

14/ Report at A-12, Table 3.

15/ Chairman Liebeler notes that pursuant to 19 U.S.C. § 1677(4)(D) it-is
appropriate to examine financial data for establishments within which OCTG are
produced. See n.12 supra and accompanying text. The profit and loss trends
are the same whether overall operations of establishments within which OCTG
are produced or only OCTG operations are examined. Report at A-17-A-18.

16/ Report at A-13.

17/ Id. at A-13-A-14.

18/ Id. at A-14, Table 4.



stocks in 1986, estimated inventory levels in late 1986 were substantially in
excess of a year's consumption at recent consumption levels. 19/
The number of workers decreased from 12,897 in 1982 to 4,812 in 1983.
Employmeﬁt increased 55.3 percent from 1983 to 1984 before decreasing 8.7
percent from 1984 to 1985. Available data shoﬁ that between January-September
1985 and January-September 1986 employment decreased 78.6 percent. 29/
Domestic producers of OCTG experienced operating losses throughout the
reporting period. Net sales of OCTG increased from $390.5 million in 1983 to
$1,039.6 million in 1984, then dropped 3 percent in 1985 to $1,008.7 million.
During January-September 1986 sales were $261.2 million compared with $723.4
million during interim 1985, a decrease of 63.9 percent. As a percent of
sales, operating losses were 82.8 percent in 1983, 21.6 percent in 1984, 11.5
percent in 1985, 11 percent in interim 1985, and 30.6 percent in interim
period 1986. 2L/ We note that, although respondents argued that some
nonintegrated firms that manufacture OCTG from steel coil that they have
purchased, i.e., "mini-mills,” performed better financially than other
companies, both the nonintegrated and integrated producers experienced serious

operating losses throughout the period under investigation. 22/

19/ 1d. at A-10.

20/ Id. at A-15, Table 6.

21/ Id. at A-18, Table 8.

22/ 1d. at A-19-A-20, Table 9.



We therefore determine that the domestic OCTG industry is experiencing

material injury.

Cumulation

Section 612 of the Trade and Tariff Act of 1984 amended section

23/ The new provision states:

771(7)(C)(1iv) of the Tariff Act of 1930.
(iv) Cumulation--For the purposes of clauses (i)
and (ii), the Commission shall cumulatively assess
the volume and effect of imports from two or more
countries of like products subject to investigation
if such imports compete with each other and with
like products of the domestic industry in the United
States market.

In determining whether cumulation is appropriate, we considered whether

imports: (1) compete with each other and the domestic like product; (2) are
e . . 4/ .

marketed within a reasonably coincidental period; 24 and (3) are subject to

. . . 257
investigation. —

23/ 19 U.S.C. § 1677(7)(C)(iv).
24/ This requirement is derived from the legislative history of the statute.
H.R. Conf. Rep. No. 1156, 98th Cong., 2d Sess. 173 (1984).
25/ Among the factors which the Commission has considered to reach a
determination on cumulation are:
——the degree of fungibility between imports from different countries
and the domestic like product, including consideration of specific
customer requirements and other quality related questions;
—~the presence of sales or offers to sell in the same geographical
markets of imports from different countries and the domestic like
product;
——the existence of common or similar channels of distribution for
imports from different countries and the domestic like product;
—-whether the imports are simultaneously present in the market.
This list is not exhaustive and no single factor is determinative.
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For the purposes of our determinations in these investigations, we have
cumulatively assessed the volume and effect of unfairly traded imports from

. 26/
Israel, Canada, and Taiwan. —

We determine that OCTG are essentially fungible. 21/ Respondents argued
that imports from Israel and Taiwan are not fungible since the former are
casing, the latter are tubing, and casing and tubing are not used for the same
applications. The record indicates, however, that a significant portion of
the imports from Taiwan are casing. 28/ Respondents also argued that
imports from Israel and imports from Canada are not fungible since most
Canadian product which might be present in the same market area as Israeli
OCTG is seamless, whereas Israeli OCTG is welded, and seamless and welded OCTG
are not fungible. As in previous investigations, we find seamless and welded
OCTG compete with each other, since the two categories are interchangeable in

a significant number of applications. 29/

26/ Commissioner Rohr finds it unnecessary to "cross cumulate™ subsidized
imports from Canada and Israel with imports from Taiwan sold at less than fair
value to reach his affirmative determination in these investigations.
Commissioner Eckes and Commissioner Lodwick did cross cumulate, but note
that they would have made the same determinations had they not cross cumulated.
27/ We have made the same determination in previous cases. See 0il Country
Tubular Goods from Canada and Taiwan, supra p.4, at 9; 0il Country Tubular
Goods from Israel, Invs. Nos. 701-TA-271 and 731-TA-318 (Preliminary), USITC
Pub. 1840 at 8 (Apr. 1986).
28/ Report at A-31.
29/ Id4. at A-30. 0il Country Tubular Goods from Canada and Taiwan, supra p.4,
at A-18.

10
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Also, we determine that imports from all of the countries and the domestic
like product compete with one another. Respondents argued against cumulation
of imports from Canada with imports from Israel on the ground that most
imports from Canada are used in the northern part of the United States while
imports from Israel are uged in the Gulf Coast area. It is true ihat most
imports from Israel, as well as those from Taiwan, enter the U.S. through the
port of Houston and are sold in the Gulf Céast and Southwest afea. 30/
Although Canadian OCTG enters through northern ports such as‘Detroit and
Buffalo, at least two Canadiaﬁ firms maiﬁtain sales offices in Houston and
inventory in the Houston area, and a significant amount of the Canadian
product has been sold in the Southwest. 31/

Imports from Israel are subject to theée countefvailing duty and
antidumping investigations. Imports from Canada are subject to a
countervéiling duty order and an antidumping order, both issued in June 1986.
Imports from Taiwan aré subjest to an antidﬁmping order alsé issued in June
1986. We determine that the imports subject to these recent ordérs comply
with the statutory requirement thét cumulated imports be subject to
investigation. They were simultaneously in the mafket with imports from

Israel during much of the investigation period. 32/ 33/

30/ 0il Country Tubular Goods from Canada and Taiwan, supra p.4, at 9.

31/ Report at A-31.

32/ In our determinations, we consider only those imports from Canada and
Taiwan which entered the United States prior to the dates of the orders.

33/ Commissioner Lodwick finds that given the low level of demand for OCTG and
the abundant stocks of material overhanging the market, imports from Canada
and Taiwan entered prior to the issuance of duty orders in June 1986 continue
to exert a depressing influence on the market. Therefore, considering these
imports in a cumulative analysis is appropriate.

11
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OCTG from Argentina are subject to a final countervailing duty order
dating back to November 1984. Because this order is remote in time, we

decline to cumulate imports from Argentina in these investigations.

Material injury by reason of subsidized and LTFV imports

In determining whether material injury exists by reason of the subsidized
imports sold at LTFV, the Commission is required to consider a number of
factors. These factors include the volume of imports of the merchandise under
investigation, the effect of such imports on domestic prices, and the impact
of such imports:on the domestic industry. 34/ Evaluation of these factors
involves a consideration of (1) whether the volume of imports or increase in
volume and market share is significant, (2) whether there has been significant
underselling by the imported products, and (3) whether imports have depressed
prices or prevented price increases. 33/

The discussion above of the condition of the domestic industry showed the
industry to be materially injured. We recognize that there have been several
causes of injury to the domestic OCTG industry during the period of
investigation, including decreased demand for the product. However, the
Commission is not to weigh causes in an antidumping or countervailing duty
investigation. Imports may result in relatively greater injury to an industry

facing a downturn in demand. 1In this instance, the domestic OCTG industry not

34/ 19 U.S.C. § 1677(7)(B).
35/ 19 U.S.C. § 1677(7)(C).

12
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only experienced decreased sales and profits, but -also lost market share as
the unfair imports gained market share during the period of investigation,

The record in these investigations shows the combined volume of unfairly
traded iﬁports of OCTG from Canada, Taiwan, and Israel increased substantially
during the period. 36/ The aggreéate share of U.S. consumption supplied by

31/ 38/ The import

imports from the three countries also increased.
figures for Israel alone show a small but sharply rising import volume and
market penetration from 1983 to 1985. Although Israeli imports decreased in
volume when January-September 1986 is compared to the comparable period of
; : . . 39/ 40/

1985, the market share held by those imports increased. — —

During the investigation period, the volume of imported OCTG supplied from

all sources increased from 1983 to 1984 and then declined from 1984 to 1985,

36/ We of course only considered imports from Canada and Taiwan which entered
the United States prior to the issuance of orders on imports from the two
countries.

37/ Report at A-27. The figures relating to volume of imports and market
share for both Canada and Taiwan are confidential, therefore our discussion
here must be in general terms.

38/ Commissioner Rohr notes that he did not find it necessary to base his
decision on a cross cumulated basis. The import volumes and market
penetration aggregated on the basis of subsidized Israeli and Canadian product
and on the basis of LTFV Israeli, Canadian and Taiwan product also both
increased steadily during the period of investigation.

39/ Report at A-24 and A-31.

40/ The import totals for 1986 likely were affected by the filing of the
petitions in the investigations of imports from Israel and the imposition of
orders on Canadian and Taiwan OCTG.

13
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and again from January-September 1985 to the comparable period of 1986. 41/

However, the domestic industry's market share steadily fell from 54.2 percent
in 1983 to 48.9 percent in 1985, and from 46.5 percent in interim 1985 to 44
percent in interim 1986. az/

Respondents argued that the imports under investigation, whether cumulated
or not, constituted too small a volume to adversely affect the domestic
industry. In our view, however, even small volumes may cause material injury
to an industry as weakened and vulnerable as the domestic OCTG industry.

We note that several countries from which OCTG is imported have reduced
their import levels because of voluntary restraint agreements (VRA's). 43/
Therefore, we would expect the domestic industry's condition to have improved
more than it has. Its continuing difficulties are in part due to the entry of
imports from countries such as Israel, Canada and Taiwan which have not signed
VRA's and whose increased market share is replacing that of restrained
countries and inhibiting U.S. producers' sales.

Comparisons of relative prices for domestic and imported OCTG from the
countries cumulated in these investigations show significant underselling.

Comparisons for imports from each of the three countries individually show

underselling, with imports from Israel underselling the domestic product in

41/ Report at A-24, and Table 15.
42/ 1d. at A-32 Table 17.
43/ Id. at A-41-A-42.

14
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4
four of five comparisons. 44/

The Commission obtained complete price series for 11 domestic OCTG
categories from 1983 to 1985. Prices fell for eight of the 11 categories.
Two of the three complete pricing series which continued through interim 1986
also declined. 43/ We find that the depression of domestic prices and
profitability resulted in part from the presence of the unfairly traded
imports in the market.

Based upon the foregoing considerations, we determine that the domestic
industry is materially injured by reason of subsidized and LTFV OCTG imports

from Israel.

44/ Id. at A-35. 0il Country Tubular Goods from Canada and Taiwan, supra p.4,
at 11.
45/ Report at A-34.
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VIEWS OF CHAIRMAN LIEBELER
Invs. Nos. 701-TA-271 and 731-TA-318 (Final)
0il Country Tubular Goods from Israel

I determine that an industry in the United States is
not materially injured, or threateﬁed with material
injury, by reason of imports of oil country tubular goods
(OCTG) from Israel, 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

1
reason of subsidized imports of OCTG from Israel. I

concur with the majority in their discussion of like
product, domestic industry, and discussion of the

condition of the industry.

Material Injury by Reason of Imports

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

the dumped or subsidized imports cause or threaten to

1
Material retardation is not an issue because the
domestic industry producing OCTG is well established.

17



18
cause material injury to the domestic 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
question is whether the statute is clear or whether one
must resort to the legislative history in order to
interpret the relevant sections of the antidumping law.
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 such

2
statutory interpretation.

The statutory language used for both parts of the

two-part analysis is ambiguous. “Material injury” is

2

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

18
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defined as ”harm which is not inconsequential, immaterial,

3
or unimportant.” 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 debaté by past and present
commissioners. Clearly, well-informed persons may differ
as to the inﬁerprétation 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 United

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
finding and a Commission finding that financial indicators
were down were all that were required for an affirmative
determination, there would be no need to inquire further

into causation.

3
19 U.S.C. § 1977(7) (A) (1980).

19
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But the legislative history shows that the mere
presence of LTFV imports is not sufficient to establish
causation. In the legislative history to the Trade
Agreements Acts of 1979, Congress stated:

[Tlhe ITC will consider information which

indicates that harm is caused by factors other
‘ 4

than the less-than-fair-value imports.
The Finance Committee emphasized the need for an
exhaustive causation analysis, stating, “the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between the

5
less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknowledged that the
causation analysis would not be easy: ”The determination
of the ITC with respect to causation, is under current
law, and will be, under section 735, complex and

difficult, and is a matter for the judgment of the

4

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

5
Id.
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6
ITc.” Since the domestic industry is no doubt worse

off 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

Congress 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:

[T]he Antidumping Act does not proscribe

transactions which involve selling an imported
product at a price which is not lower than that

1d.

7

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

8
price.

This ”difficult and complex” judgment by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most important assumptions
of traditional microeconomic theory is that firms attempt

9 .
to maximize profits. Congress was obviously familiar

with the economist’s tools: ”[I]mporters as prudent
businessmen dealing fairly would be interested in
maximizing profits by selling at prices as high as the

10
U.S. market would bear.”

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion. In accord with economic theory and the

legislative history, foreign firms should be presumed to

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.
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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 discfimination by a
competitor would be irrational. In 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 ﬁay lower its price below that
which is neceésary to meet competition. It is this
condition whiéh Congfess 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.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

11
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
Sess. 179.
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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 incorporate 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 cumulation.

12

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

13
Id. at 1e6.

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

Petitioners urge the Commission to cumulate imports of
OCTG from Israel with imports from Canada and Taiwan.
Imports from Canada are subject to a current antidumping
order and a current countervailing duty order, both issued

: 15
on June 16, 1986. Imports from Taiwan are also

subject to a current antidumping order issued on June 18,
1986.16

I do not cumulate imports from countries subject to
outstanding countervailing duty or antidumping duty orders
with imports from countries that are currently the subject
of an investigation. The language of the 1984 Act refers
to ”imports from two or more countries of like products

17
subject to investigation * * % = Thus, the statute

precludes a broader interpretation. In addition, it would
be contrary to the injury requirement in Title VII to
cumulate imports from countries subject to a final
countervailing duty or antidumping order with imports from
countries that are currently under investigation. The

purpose of the investigation undertaken by the Commission

15
51 Fed. Reg. 21,782-783.

16
51 Fed. Reg. 22,0098.

17
19 U.S.C. § 1677(7)(C) (iv) (1980 & 1985 Supp.)

(emphasis added). 2
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is to determine whether the dumped or subsidized imports
from the countries under investigation are causing or
threaten to cause material injury to the domestic industry
producing the like product. Whatever injury was caused or
was threatened by imports of the like product has been
remedied by that order. Thus, it makes no sense to
cumulate imports subject to a final order with those from

18
countries under investigation. Therefore, I do not

cumulate imports of OCTG from Israel with those from

Taiwan and Canada.

Causation analysis

The share of the total apparent U.S consumption
accounted for by OCTG imported from Israel was less than
0.05 percent in 1983, 0.1 percent in 1984 and 0.9 percent
in 1985. In January-September 1986, penetration of
imports of OCTG from Israel was 0.9 percent, compared with

19
0.8 percent in the corresponding period of 1985.

18

But See Butt Weld Pipe Fittings from Japan, Inv. No.
731-TA-309 (Final) USITC Pub. No. 1943 (1987), (Views of
Chairman Liebeler).

19
Report at A-32.
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I presume that there is no injury or threat of injury
when the market penetration ratioc is less than 2.5

20 | :
percent. Generally speaking, a small market share for

a product implies that the product will have little effect
on the équilibrium price of the product. A small market‘
penetration ratio for'a product can have a |
disproportionate offect on price only if both the demand
and supply of the pfoduct is highly inelastic.

The demand for OCTG is likely to be inelastic for
several reasons. First, OCTG is not directly coﬁsumed,
but is a’factor in tﬁe production of oil and natural gas,
for which demand is highly inelastic, especially in the
short run. .Sécond, there are no good substitutes
available for OCTG in the pfoduction of o0il and natural
gas. Third, the cost of OCTG accounts for only a small
share of the total cost of producing oil and natural gas.

However, for a small import penetration to have an
effect on price, both the demand for and supply of the

product have to be highly inelastic. Although the demand

20 : '

For a complete discussion of this presumption, see 0il
Country Tubular Goods from Israel, Invs. Nos. 701-TA-271,
731-TA-318 (Preliminary), USITC Pub. No. 1840, at 18-33
(Views of Vice Chairman Liebeler).
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for OCTG is likely to be inelastic, there is evidence to
suggest that supply is elastic. The domestic capacity
utilization rates show high levels of excess capacity for‘
the domestlc industry during the perlod of 1nvest1gat10n.
Furthermore, the nature of entry and exit in the industry
is characterized by the number of alternatife uses for the
equipment and facilities used in productioh and the
ability to shift these factors out of the 0CTG indusfry‘
with little loss to the owners of those factors. In i985,
50 percent of domestic OCTG shipments were |
electric-resistance welded a process used for many other
pipe and tube products. The cost of convertlng welded
OCTG facilities to produce other types of pipe is |
relatively low. Therefore, domestic supply is likely to

21 .
be relatively price elastic. As a result, imports of

OCTG from Israel will not have a significant effect on

price.

Threat of Material Injury

The standard for an affirmative threat determination

is that ”the threat of material injury is real and that

21

Office of Economics Memorandum, EC-K-050, at p.3-4
(February 9, 1987).
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22
actual injury is imminent.” Although there may be

idle capacity to produce OCTG in Israel as evidence@ by
the low capacity utilization rate, even if Israel’s
facilities were operating at 100% percent capacity,
production would still represent only a tiny fraction of
U.S. consumption. Moreover, there is nothing in the
record in these investigations to indicate that the
Israeli producer (METCO) plans to increase exports to the
United States. OCTG represents a small quantity of
METCO’s totél production; METCO produces other tubular
products for the Israeli market and the demand for these
products is not likely to decline. METCO exports all of
its OCTG production to the United States, and there are no
pPlans to increase these exports. Similarly, there is no
evidence that there are large inventories of the
subsidized or dumped OCTG in the United States available
for sale. U.S. importers’ inventories at the end of the
January-September 1986 interim period were negligible in

comparison to apparent U.S. consumption.

22
19 U.S.C. § 1677 (7)(F)) (ii).
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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 OCTG from
Israel. 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 OCTG

from Israel.

30



INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On June 11, 1986, the U.S. Department of Commerce (Commerce) published in
the Federal Register (51 F.R. 21201) its preliminary determination that
manufacturers, producers, or exporters of oil country tubular goods 1/ from
Israel receive subsidies. Effective that date, the U.S. International Trade
Commission (Commission) instituted final countervailing duty investigation No.
701-TA-271 (Final). 1In the Federal Register (51 F.R. 25382) of July 14, 1986,
Commerce published a notice extending the deadline for its final counter-
vailing duty determination on oil country tubular goods from Israel to
November 3, 1986, to correspond to the date of the final antidumping determi-
nation on the same product. Commerce's preliminary antidumping determination
with regard to oil country tubular goods from Israel was published in the
Federal Register (51 F.R. 30259) of August 25, 1986. Again, effective that
date, the Commission instituted final antidumping investigation No. 731-TA-318
(Final). 1In the Federal Register (51 F.R. 36442) of October 10, 1986,
Commerce published a notice postponing its final countervailing duty and
antidumping determinations on oil country tubular goods from Israel from
November 3, 1986, to not later than January 7, 1987. On January 15, 1987,
Commerce published in the Federal Register (52 F.R. 1649) its final
determination that manufacturers, producers, or exporters of oil country
tubular goods from Israel receive subsidies. Commerce's final antidumping
determination with regard to oil country tubular goods from Israel was
published in the Federal Register (52 F.R. 1511) of January 14, 1987. These
countervailing duty and antidumping investigations were instituted under the
provisions of the Tariff Act of 1930 to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry is materially retarded, by reason of imports
of such merchandise into the United States. 2/ The statute directs that the
Commission make its final determinations within 45 days after receiving formal
notification of Commerce's final determinations. The Commission is scheduled
to make its final determinations by February 20, 1987.

Notice of the Commission's investigations and of the hearing to be held in
connection therewith was given by posting copies of the notices in the Office
of the Secretary, U.S. International Trade Commission, Washington, DC, and by
publishing the notices in the Federal Register of July 9, 1986 (51 F.R. 24947),
of September 10, 1986 (51 F.R. 32258), and of October 16, 1986 (51 F.R.

36874). 3/ The hearing was held in Washington, DC, on January 14, 1987. 4/
The briefing and vote on these investigations was held on February 12, 1987.

1/ For purposes of these investigations, the term “oil country tubular
goods™ includes casing and tubing for drilling oil or gas wells, of carbon or
alloy steel, whether such articles are welded or seamless, whether finished or
unfinished, and whether or not meeting American Petroleum Institute (API)
specifications, provided for in items 610.32, 610.37, 610.39, 610.40, 610.42,
610.43, 610.49, and 610.52 of the Tariff Schedules of the United States (TSUS).

2/ A summary of previous countervailing duty and antidumping investigations
with respect to oil country tubular goods is presented in app. A.

3/ Copies of the Commission's and Commerce's Federal Register notices are
presented in app. B.

4/ A list of the witnesses who appeared at the hearing is presented in A-l

app. C.




Background

On March 12, 1986, petitions were filed with the Commission and Commerce
by counsel for Lone Star Steel Co., Dallas, TX, (Lone Star) arnd CF&I Steel
Corp. (CF&I), Pueblo, CO, alleging that an industry in the United States is
materially injured and threatened with material injury by reason of imports of
0oil country tubular goods that were alleged to be subsidized by the Government
of Israel and that were alleged to be sold in the United States at less than
fair value (LTFV). Accordingly, effective March 12, 1986, the Commission
instituted investigation No. 701-TA-271 (Preliminary), under section 703 of
the Tariff Act of 1930, and investigation No. 731-TA-318 (Preliminary), under
section 733(a) of the same act, to determine whether there is a reasonable
indication that an industry in the United States is materially injured or
threatened with material injury or the establishment of an industry in the
United States is materially retarded by reason of imports of such merchandise
into the United States. On April 28, 1986, the Commission determined that
there is a reasonable indication that an industry in the United States is
materially injured by reason of such imports. 1/

Nature and Extent of the Subsidies and Sales at LTFV
Subsidies

In its final determination, published on January 15, 1986, Commerce found
that certain benefits which constitute subsidies within the meaning of the
countervailing duty laws are being provided to the Middle East Tube Co., Ltd.
(METCO), the only manufacturer, producer, or exporter in Israel of oil country
tubular goods. The estimated net subsidy was 11.86 percent ad valorem. The
period of investigation was calendar year 1985. Because the Commission, in
previous investigations, had found oil well drill pipe to be a separate like
product, and because Commerce did not consider the petitioners to be "inter-
ested parties" with respect to drill pipe, that product was not investigated
by Commerce. Consequently, drill pipe is excluded from the Commission's final
investigations. Commerce determined that subsidies are being provided by the
Government of Israel to METCO under the following programs:

Estimated net
countervailable benefit:
Program (percent ad valorem)

The Encouragement of Capital Investments Law:
Investment grants......... oot 0.00
Long-term industrial development loans....... 5.02

Bank of Israel export loans:

Export Production Fund................ .. I 2.78
Export Shipments Fund..........coiiiveninan, 0.00
Imports-for-Exports Fund...... e 1.16
Exchange Rate Risk Insurance Scheme............. 2.90
11.86

1/ Vice Chairman Liebeler dissenting.



Of the above, the exchange rate risk insurance scheme and export loans are
specifically disallowed under the General Agreement on Tariffs and Trade

(GATT).

LTFV sales

On January 14, 1987, in its final determination, Commerce made fair value
comparisons by examining 74 percent of all sales of Israeli oil country
tubular goods to the United States from April 1985 to March 1986. Comparisons
were based on the U.S. price and a constructed foreign-market value. The
weighted-average margin for METCO, the manufacturer that accounted for all
Israeli exports of the subject product, was calculated to be 11.96 percent.

* % % sales examined were found to be at LTFV.

The Products

Description and uses

The term “oil country tubular goods" refers to casing, tubing, and drill
pipe for use in drilling oil and gas wells and for transporting oil and gas to
the surface. Drill pipe is excluded from the scope of these investigations;
however, the data presented in this report include minimal amounts of drill

pipe.

Casing is used in the drill hole to provide a firm foundation for the
drill string by supporting the walls of the hole to prevent caving in both
during drilling and after the well is completed. After the casing is set,
concrete is pumped between the outside of the casing and the wall of the hole
to provide a secure anchor. GCasing also serves as a surface pipe to prevent
contamination of the recoverable oil and gas by surface water, gas, sand, or
limestone. The casing must be sufficiently strong to resist both external
pressure and pressure within the well. Because the amount of open hole that
can be drilled at any one time is limited, a string of concentric layers of
casing is used for larger wells.

Tubing is used within the casing to conduct the oil or gas from the
subsurface strata to. the surface either through natural flow or through
pumping. Tubing must be strong enough to support its own weight, that of the
oil or gas, and that of any pumping equipment suspended on the drill string.
High-volume wells may require tubing of a size comparable with that of small
diameter casing; however, such wells are uncommon in the United States.

Drill pipe is used to transmit power from ground level to below the
surface in order to rotate the bit, and it is also used to conduct drilling
fluid (mud) down to the bit to flush drill cuttings to the surface, where they
can be removed. This product accounted for less than 0.5 percent of U.S.
producers’ shipments in 1985 and should it be excluded from these data, the
trends in capacity, production, shipments, inventories, employment, and
financial experience would be the same. During the period of investigation,
no Israeli-produced drill pipe was imported into the United States.

In 1985, according to data received in response to Commission question-
naires in previous investigations, casing accounted for 84.1 percent of U.S."
producers’ shipments (on a tonnage basis), tubing accounted for 13.8 percent,



and drill pipe for 0.3 percent. Other products ("green tubes™ 1/ and scrap
material) accounted for 1.8 percent of U.S. producers' shipments. U.S.
shipments of Israeli oil country tubular goods were * * * casing and only

* % % tubing. Similar data are also available on January-September 1986 U.S.
and Israeli shipments; they show shipments of U.S. oil country tubular goods
consisting of relatively less casing and shipments of Israeli products
consisting of relatively more casing. Because 1985 data are based on a larger
volume of U.S. and Israeli shipments and a slightly more complete response by
U.S. producers, they will be presented in this section of the report to
provide a more characteristic profile of the market for the period of these
investigations. Mention will be made, however, if the 1986 data show a marked
shift in the composition of shipments. Selected comparable data on Canadian
and Taiwan oil country tubular goods are presented in the section on
cumulation.

0il country tubular goods are generally produced according to standards
and specifications established by the API. The API is a trade organization
involved in writing basic minimum design standards for materials used in the
oil and gas industries to ensure interchangeability of parts and reliability.
The API has worked to standardize dimensions and properties in oil country
tubular goods specifications for casing, tubing, and drill pipe (API STD 5A),
high-strength casing, tubing, and drill pipe (API STD 5AX), and casing and
tubing with restricted yield strengths (API STD 5AC). These standards, which
are sometimes used by the Government as Federal standards, were adopted by API
after careful research and industry consensus. They offer oil country tubular
goods purchasers a guide for selecting products with proper outside diameters,
wall thicknesses, and steel grades to perform under nearly every combination
of stresses. The majority of oil country tubular goods in use today meet API
specifications for such articles. However, there are articles for use in
specialized applications that do not carry an API rating because these oil
country tubular goods have not been sufficiently used or tested for API to
write standards for this equipment. Firms also produce goods to their own
proprietary specifications, and these products compete with products made to
API specifications. O0il country tubular goods are inspected and tested at
various stages during production to ensure strict conformity to API or pro-
prietary specifications. Seconds, rejects, and other low-quality noncertified
material may be used in shallow wells and under drilling conditions where
high-strength and high-quality pipe are not required.

According to responses to Commission questionnaires in previous investi-
gations, 80 percent of total U.S. shipments in 1985 conformed to API specifi-
cations, 11 percent were seconds, rejects, and downgraded products, and
9 percent were products made to proprietary specifications. * * % of 1985
Israeli imports were API certified; * * * were seconds. 1986 data suggest a
small shift towards API-certified products.

0il country tubular goods exist in a wide range of API and proprietary
grades, reflecting the strength of the product and the conditions under which
it has been tested for use. Lower strength grades are used where less
pressure will be encountered in drilling and production. Conversely, higher
grades of tubes are used when more strength is required. Most 0il country
tubular goods are of carbon steel. A higher strength product (typically

1/ An industry term referring to an unfinished seamless hollow steel produ@%4
with low carbon content that will be further processed and upgraded.
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casing) can be obtained by heating a carbon steel tubular product, rapidly
cooling it with water, and then slightly reheating and slowly recooling it.
This “quench and temper" process raises minimum yield strength and increases
hardness of a green tube or "green shell."™ A similarly strong tubular product
can also be produced by using more expensive metal alloys.

According to responses to Commission questionnaires in previous
investigations, 67 percent of domestic shipments in 1985 were of the lower
carbon grades (comparable with K55 and below), 27 percent were of the higher
grades (comparable with C75 and above), and the rest were seconds or rejects.
Relatively more low-grade oil country tubular goods were shipped during
January-September 1986. Imports of Israeli API-certified oil country tubular
goods were all of the lower carbon grades during the period of these
investigations.

0il country tubular goods are of either welded or seamless construction.
API specifications for most grades of casing and tubing specify that either
seamless or welded pipe is acceptable. Exceptions include drill pipe and
extremely thick casings, which API specifies must be seamless. In 1985,
slightly less, and during January-September 1986, slightly more, than one-half
of all shipments of U.S.-produced casing and tubing were of seamless
construction. Data in the body of this report are presented for all oil
country tubular goods; data are presented for welded oil country tubular goods
and for seamless oil country tubular goods in appendix D. All of the imports
from Israel have been of seam—annealed welded construction during January
1683-September 1986.

Welded oil country tubular goods are formed by passing flat-rolled
products through a series of forming rollers that form the products into
cylindrical shapes to be seam welded. The most commonly used process for
welding oil country tubular goods is electric resistance welding (ERW), in
which the cylinder edges are heated to a very high temperature with an
electric resistance welder and are forced together under pressure exerted by
rolls. Although most of the welded oil country tubular goods are seam-
annealed electric resistance welded, some large-diameter (over 24 inches)
material, which is used in offshore drilling, is submerged arc welded. VUnder
this process, the cylinder edges are connected using molten metal from a
welding rod. Some welded products then undergo a process called "full-body
normalizing," where the entire tube is heated to a very high temperature to
make the molecular structure of the weld identical to that of the rest of the
tube. Regardless of welding process, the wall thicknesses of all welded oil
country tubular goods are uniform, whereas the wall thicknesses of seamless
0il country tubular goods are less uniform.

According to oil country tubular goods end-users, seam—-annealed welded
products are more commonly used when high strength is not required, whereas
seamless products are more typically used where greater pressures or "hostile"
environments will be encountered in drilling and production. Full-body
normalized welded oil country tubular goods are considered to be stronger than
other welded products.

Seamless oil country tubular goods are produced by forming a central
cavity in solid steel stock. The central cavity may be formed either through
the rotary piercing and rolling process or through extrusion. Most seamless
0il country tubular goods are produced through the rotary piercing method, %Pe

S . . . . . A-
more traditional method for producing such material. Rotary piercing 1is



described by the American Iron & Steel Institute (AISI) in its publication,
Steel Products Manual: Steel Specialty Tubular Products, as follows:

Rotary Piercing and Rolling operations produce the great
bulk of seamless steel tubular products. A conditioned
steel round of proper grade, diameter and weight is heated
to a suitable forging temperature and rotary pierced in one
of several available types of mills which work the steel
and cause it to flow helically over and around a so-called
piercer-point yielding a seamless hollow billet. This
billet is then roller elongated either in a succession of
plug mills or in one of several mandrel mills. Finally the
elongated steel is sized by further rolling without internal
support in one or more of the sizing mills. . . the tension
mill stretches the material between stands and actually
makes wall reduction possible; the rotary sizing mill fre-
quently is used in conjunction with one of the other mills
to make final precision sizing of the outside diameter.

The extrusion process is described in the same AISI publication as follows:

Extrusion process also starts with a conditioned steel
round of desired grade, diameter and weight. This billet
may be cold drilled and hot expanded, or hot punched-
pierced either separately or in the extrusion process. The
_drilled or punched billets are hot extruded by axially
forcing the material through a die and over a mandrel.

The ends of almost all oil country tubing are processed through an
operation known as upset ending. Upset ending is a forging process under
which the end of the tubing is flared and thickened by heating and forcing it
through a die and over a mandrel. This process adds tensile strength to the
tubing walls, thereby compensating for the tensile strength that is lost when
the material is threaded. Other finishing operations for oil country tubular
goods may include threading, coupling, weighing, marking, and applications of
a rust-preventive coating, thread protectors, and pipe oil.

U.S. tariff treatment

The imported oil country tubular goods that ar<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>