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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC
Investigation No. 731-TA-375 (Preliminary)

CERTAIN LINE PIPES AND TUBES FROM CANADA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 733(a) of the Tariff Act of 1930
(19 U.S.C. § 1673b(a)), that there is no reasonable indication that an
industry in the United States is materially injured or threatened with
material injury, or that the establishment of an industry in the United States
is materially retarded, by reason of imports from Canada of line pipes and

tubes 3/ that are alleged to be sold in the United States at less than fair

value (LTFV).

Background

On February 11, 1987, a petition was filed with the Commission and the
Department of Commerce by counsel for Tex-Tube Division of Cyclops Corp.,
Houston, TX, and Maverick Tube Corp., Chesterfield, MO, alleging that an
industry in the United States is materially injured or threatened with
material injury by reason of LTFV imports of line pipes and tubes from
Canada. Accordingly, effective February 11, 1987, the Commission instituted

preliminary antidumping investigation No. 731-TA-375 (Preliminary).

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(1)). :
2/ Commissioner Eckes determines there is a reasonable indication that an
industry in the United States is threatened with material injury by reason of
imports of line pipes and tubes from Canada that are allegedly sold in the

United States at less than fair value.

3/ For purposes of this investigation, the term "line pipes and tubes"
covers welded carbon steel pipes and tubes of circular cross section, with
walls not thinner than 0.065 inch, 0.375 inch or more but not over 16 inches
in outside diameter, conforming to API specifications for line pipe, provided
for in items 610.3208 and 610.3209 of the Tariff Schedules of the United I
States Annotated (1987) (ISUSA).




Notice of the institution of the Commission's investigdtion and of a
public conference to be held in connection therewith was given by posting
copies of the notice in the dffice of the Secfetary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of Fébruary 19, 1987 (52 F.R. 5201). The conference was held in

Washington, DC, on March 5, 1987, and all persons who requested the’

opportunity were permitted to appear in person or by counsel.



VIEWS OF COMMISSIONERS SEELEY LODWICK AND DAVID ROHR

We determine that there is no reasonable indication that an industry in
‘the United States is materially injured or threatened with material injury,
and that the establishment of an industry in the United States is not
materiélly retarded, by reason of imports of‘welded carbon steel line pipes
and tubes (line pipe) from Canada allegedly sold at less than fair value
(LTFV). 1/

Although the data collected as to some of the essential economic
indicators show declines over the pekiod’of invéstigation, these indicators
cannot be analyzed in a vacuum. When viewed in the context of the market for
line pipe, many indicators reveal a relative stabilization on strengthening of
the domestic industry throughout the period of investigation. Evaluation of
all relevant factors, including a lengthy work stoppage at a major integrated
domestic producer and the entry of a new firm into the line pipe market,
militate against an overall negative picture. Regardless of whether the
industry is experiencing material injury, the data are clear and convincing
that Canadian line pipe imports are not a cause of any material injury that
the domestic industry may be experiencing. In particular, the imports from
Canada have remained stable and very low in absolute and relative terms.
Price trends are inconclusive with no pattern of price léadership and

petitioners have admitted that they know of no price suppression or

1/ Material retardation of an industry is not an issue in this investigation
and will not be discussed further,



depression. The alleged lost sales arise from special circumstances in the
market, including the lengthy work stoppage at USX.

With regard to threat of material injury, there has been substantial
available capacity in Canada to increase export levels over the period of
investigation. Even though voluntary restraint agreements (VRAs) with other
principal supplier nations have restricted those imports sharply, Canadian
exports have followed their historic patterns. There is no evidence that
despite the continuance of low capacity utilization levels, the Qanadian

producers have changed their marketing efforts in the United States.
‘Moreover, even though there is now an outstanding antidumping order and an
outstanding countervailing duty order against Canadian oil country tubular
goods (OCTG), there is no evidence that the Canadian producers will engage in
product shifting to line pipe. Finally, as the recent increases in imports
from Canada are due to extraordinary market factors, they do not presage

increased levels of exports to the United States.

Like product and the domestic industry 2/

As a threshold matter in antidumping investigafions, the Commission must
first determine the industry against which to assess the alleged impact of
those imports. The term "iﬁdustry" is defined in section 771(4)(A) of the
Tariff Act of 1930 as "the domestic producers as a whole of the like product,

or those producers whose collective output of the like product constitutes a

2/ Chairman Liebeler, Vice Chairman Brunsdale, and Commissioner Eckes concur
with these views on the definition of the like product and the domestic
industry.



major proportion of the total domestic production of that product.” 3/
"Like product," in turn, is defined in section 771(10) as being "a product
which is like, or in the absence of like, most similar in characteristics and
uses with, the article subject to an investigation. {"”ﬁ/

The imported product at issue in this investigation is welded carbon
steel line pipe of 0.375 inches or more but not over 16 inches outside

diameter, 2/ We have investigated this product on many prior

occasions, s/ Starting with Thailand and Venezuela, the Commission has

defined the like product as domestically produced line pipe 0.375 inches or

more but not over 16 inches outside diameter and the domestic industry as the

3/ 19 U.S.C. § 1677(4)(A).
4/ 19 U.S.C. § 1677(10).

5/ The scope of the investigation is determined by the Department of
Commerce. In this case, Commerce has defined the article subject to
investigation as follows: "welded carbon steel API line pipe, 0.375 inch or
more but not over 16 inches in outside diameter, provided for under item
numbers 610.3208 and 610.3209 of the [TSUSA]." 52 Fed. Reg. 7288 (March 10,
1987).

6/ The Commission has conducted the following investigations since the first
of 1985: Certain Welded Carbon Steel Pipes and Tubes from India, Taiwan, and
Turkey, Invs., Nos. 731-TA-271-273 (Final), USITC Pub. 1839 (Apr. 1986)
("India, Taiwan, and Turkey"); Certain Welded Carbon Steel Pipes and Tubes
from Turkey and Thailand, Invs. Nos. 701-TA-253 and 731-TA-252 (Final), USITC
Pub. 1810 (Feb. 1986); Certain Welded Carbon Steel Pipes and Tubes from the
People's Republic of China, the Philippines, and Singapore, Invs. Nos.
731-TA~292-294 (Preliminary), USITC Pub. 1796 (Dec. 1985); Certain Welded
Carbon Steel Pipes and Tubes from India, Taiwan, Turkey, and Yugoslavia, Invs.
Nos. 701-TA-251-253 and 731-TA~271~274 (Preliminary), USITC Pub. 1742 (Aug.
1985); Certain Welded Carbon Steel Pipes and Tubes from Thailand and
Venezuela, Invs. Nos. 701-TA~242 and 731-TA-252-253 (Preliminary), USITC Pub.
1680 (Apr. 1985) ("Thailand and Venezuela"); Certain Welded Carbon Steel Pipes
and Tubes from Taiwan and Venezuela, Invs. Nos. 731-TA-211-212 (Preliminary),
USITC Pub. 1639 (Feb. 1985).
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producers of line pipe, Z/ and has adhered to this definition in éll
subsequent investigatioﬁs. 8/ Petitioners do not disagree with the
'Commissionfs past like product and domestic industry determinations. 2/

Respondents, however, argue that the like product must be limited to
domestically produced line pipe no greater than 8-5/8 inches outside diameter,
as that is the maximum size that the two petitioners are capable of

10/

producing. =" We find the argument unpersuasive.

In the present investigation, the record shows that line pipe, regardless
of diameter, is uged for the same general purposes (transport of gas, oil, or
Qater, generally in pipeline or utility distribution systems). 1L/ It is
produced in various grades, with varying chemical composition and mechanical
properties, depending on the particular grade. Size, like wall thickness,
depends on the volume and pressure of material that is to flow through the
pipe. Nothing in the record in any way suggests that the physical and

chemical properties of line pipe differ when the diameter is greater or lesser

than 8-5/8 inches. Likewise, nothing in the record suggests that there are

7/  Thailand and Venezuela, supra, at 6-9.

8/  See, most recently, India, Taiwan, and Turkey, supra, at 7.
9/  Transcript of the conference (Tr.) at 33.

10/ Postconference Brief of IPSCO, Inc., and IPSCO Steel, Inc. (IPSCO Brief)
at 6. IPSCO, Inc. (a Canadian pipe producer), and IPSCO Steel, Inc. (a
related U.S. importer) appeared and participated in this investigation in
opposition to the petition. For convenience, they are collectively referred
to as IPSCO or respondents.



any differences in the characteristics and uses of line pipe when the diameter
is greater or lesser than 8-5/8 inches. =~
In this investigation, we again determine that the like product consists

of domestically produced standard pipe 0.375 inches or more but not over 16

inches outside diameter and the domestic industry consists of the producers of

. . 13/
line pipe. ——

12/ As the Commission noted in a recent investigation, in which a similar
argument was made -~
The record indicates that the characteristics and uses of picture
tubes are similar, regardless of a tube's screen size. All picture
tubes are made of the same materials and perform the same function.
Moreover, for most sizes of picture tubes, the production process is
similar,
Color Picture Tubes from Canada, Japan, the Republic of Korea, and Singapore,
Invs. Nos. 731-TA-367 through 370, USITC Pub. 1937 at 8 (Jan. 1987) (Picture
Tubes). See also e.q., Color Television Receivers from the Republic of Korea
and Taiwan, Invs. Nos. 731~-TA-134 and 135 (Final), USITC Pub. 1514 (Apr.
1984). The Commission found one like product, consisting of all picture tubes.

gathered that calls into question the 16~inch limitation for line pipe. 1In
particular, we learned that the electric resistance weld method of production
can be used to produce line pipe up to 24 inches in outside diameter. The
other predominant method, the continuous weld, can be used to produce line
pipe only up to 5.5 inches outside diameter. Report at a—-3. Moreover,
although the petitioners' witnesses at the conference characterized the market
as having a break at 16 inches, Tr. at 36, this distinction does not appear to
be recognized by others in the market. GC~K-070 (March 23, 1987) at 8, citing
Staff telephone notes.

This information, however, does not change the outcome of this case. We
relied on our prior determinations regarding line pipe when collecting data in
this investigation. Regardless of which definition of the like product we
adopt, the Commission would still have to rely on the data gathered in the
information available.

In the event of any future investigation of line pipe, the Commission
will explore the question of whether to adhere to the 16 inch outside diameter
limit, and parties to any such investigation are invited to address the issue.



Condition of the domestic line pipe industry

In assessing the condition of the domestic industry, the Commission
considers, among other factors, domestic consumption, production, capacity,

capacity utilization, shipments, inventories, employment, and
profitability. 14/
We have investigated the domestic line pipe industry in several prior

15/

investigations. From the data gathered in those investigations, the

domestic line pipe industry demonstrated reasonable performance through 1981,
but suffered serious setbacks in 1982 in terms of almost all significant

economic indicators. Production, shipments, capacity utilization, employment,

and financial indicators all decreased precipitously. 16/ The domestic

industry's condition "showed improvements from 1982-84 in some economic

17/

indicators, but declines for those indicators in 1985." Those declines

continued throughout calendar year 1985. 18/

In the current investigation, we have data for calendar year 1986 19/

and those data show that the declining trends have continued in some

14/ 19 U.S.C. § 1677(7)(C)(iii).
15/ See footnote 6, supra.

16/ See Certain Welded Carbon Steel Pipes and Tubes from the Republic of

Korea and Taiwan, Invs. Nos. 731-TA-131, 132, and 138 (Final), USITC Pub. 1519'
at 6--8 (1984).

17/ India, Taiwan, and Turkey, supra, at 19,

18/ Id.
19/ The period of invéstigation included calendar years 1984, 1985, and

1986. For financial data on the domestic industry, the period of
investigation covers domestic firms' fiscal years 1984, 1985, and 1986 and the
interim fiscal years ending December 31, 1985, and December 31, 1986.



indicators, although those declines have been less than the declines in
consumption.

Thus, while apparent domestic consumption fell 22 percent from 1984 to
1985, domestic production fell by 14 percent and domestic shipments fell by 15
percent during the same period. 20/ From 1985 to 1986, while apparent
domestic consumption declined by 26 percent, domestic production fell by 19
percent and domestic producers' shipments fell by 21 percent. 21/ As a
result, as a percentage of apparent domestic consumption, domestic producers'
shipments increased from 52.8 percent in 1984, to 57.3 percent in 1985, and to

61.0 percent in 1986, 22/ Capacity to produce line pipe and capacity

utilization declined from 1984 to 1986. 23/

The number of production and related workers, their hours worked, and
their wages decreased throughout the period under iﬁvestigation. 24/
However, labor productivity increased over 50 percent from 1985 to 1986 and
unit labor costs per ton decreased 35 percent.'ggl

These relative improvements of the domestic industry in this clearly

declining market is particularly evident in in the indicators of financial

20/ Report at Tables 4, 5, and 6.

N
—
~
ia

22/ 1d. at Table 4.

23/ Id. at Table 5.

24/ 1d. at Table 7.
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performance. Profit and loss data for five U.S. producers on their operations

producing line pipe show no significant deterioration from 1985 to 1986. In
fact, the data are remarkably similar in both years. Net operating losses
iﬁcreased by the insignificant amount of $ 5,000, less than 2/10 of 1
percent. 26/ Gréss profit as a percentage of net sales increased from 6.6
percent to 7.2 percent, although net operating losses as a percentage of net
sales increased from 2.0 to 2.7 percent. Two firms reported 6perating losses

27/

in 1985 and 1986. Notwithstahding the declines in demand and

production, the industry was financially far better off in 1986 than in

1984, 28/

Finally, as we have noted on previous occasions, the financial

kperformance of the integrated steel producers differs markedly from the
29/

nonintegrated producers. == In this investigation, the nonintegrated firms

show gross profits and net operating income in each year under investigation

and the integrated firms do not. 30/

26/ 1d. at Table 9.

28/ 1d. We note that when financial data are examined on the basis of
domestic producers' pipe and tube operations in establishments within which

line pipes are produced, they show substantial improvement from 1984 to 1985
and again from 1985 to 1986. Id. at Table 8. Net losses of $13 million in

1985 became net income of $ 1 million in 1986. Negative cash flow of

$ 6.7 million in 1985 became a positive cash flow of $ 7.0 million in 1986.

As a ratio to net sales, there was net income before taxes in 1986, compared

to net losses in 1984 and 1985. Id.

29/ E.g., India, Taiwan, and Turkey, supra, at 20, n. 9.

30/ Report at Table 10. Although we take into account the differences in

performance between the integrated and nonintegrated producers, the statute
directs the Commission to consider the condition of the industry as a whole.

10



- 11 -

Other facts also confirm that the declining trends outlined above do not
provide a complete pictﬁre of the condition of the domestic industry. In the
Afirst place, the work stoppage at USX Corp. from August 1, 1986, to January
31, 1987, had a clear impact on USX's production and shipments data. However,
as a work stoppage is not the same as permanent closure of a mill, the
Commission did not subtract the idled capacity of the USX mills from total
capacity figures. Thus, realistic industry capacity figures for 1986 are
overstated to the extent of the USX work stoppage and, conversely, industry
capacity utilizat@oh figures for 1986 are understated. 3/

Second, as in many parts of the U.S. steel industry, there is an ongoing
restructuring of the line pipe industry. A number of apparently unprofitable
mills closed in 1984, 1985, and 1986, some of them permanently. 32/ 33/

The restructuring is also reflected in the declining cost structure of this

industry, best exemplified by increased labor productivity and declining unit

31/ Of course, there would be no change in industry capacity utilization
figures if all USX's production and shipments were absorbed by other domestic
producers. We know that they were not absorbed by other producers. The
reasons for this are discussed infra.

reopening the Provo, Utah, and National, Pennsylvania, mills (those in which
‘line pipe was produced). Report a-11.

33/ There is no allegation that any of these closings were in any way related
to the allegedly LTFV imports from Canada. In the absence of such allegations
or information in support of them, we find that all of the plant closings
occurred before the fourth quarter of 1986. This finding is buttressed by
petitioners' assertion that "in the fourth quarter of 1986, imports of line
pipe suddenly shot up to 4,535 tons[.]" Petition at 9.
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labor costs. 34/ Thus, the industry is becoming more efficient. Most
significantly, at least one U.S. steel tube firm, Maverick, which had
previo@sly produced only OCTG, entered the domestic line pipe market in 1986
and another, Tex~Tube, eliminated all pipe products other than line pipe from
its line. ¥/

Third, at least in significant part as a result of the entry‘into force
produced, U.S. producers have captured a continually larger share of the U.S.

market. Domestic producers' shipments were 52.8 percent of apparent domestic
consumption in 1984, a figure which rose to 61.0 percent in 1986. 36/

The picture that emerges from this review is one of a domestic industry
that, in a declining market, has stabilized its financial position anq
increased its market share. It apparently holds some promise for the future
since there has been the entry of at least one.firm during 1986. Although we

conclude, on this record, that there is a reasonable indication that the

industry is experiencing material injury, we note that, notwithstanding the

34/ See Report at Table 7; India, Taiwan, and Turkey, supra, at Table II-6.
35/ Report at a-9. Maverick decided to expand its product line in the fall
of 1985 "[blecause of the weakened OCTG market . . . . 'This decision has
enabled [Maverick] to somewhat soften the effects of the OCTG decline.'"
Pipeline Magazine, Vol. XI, No. 8, Feb., 1987, at 10; reproduced, IPSCO's
Brief at Appendix 2. See also Tr. at 21. The other petitioner, Tex-Tube,
although producing several pipe and tube products, including OCTG, has
eliminated them from its product line and now produces only line pipe. As
explained by a Tex-Tube witness at the conference, "[a]s we found that we
"could not [make] money on our sales of oil country tubing goods and
structural tubing, we stopped making those products." Tr. at 11.

36/ Id. at Table 4.

12
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decline in apparent domestic consumption, the industry as a whole in 1986 is

no worse off than in 1985 and in some respects has improved.

No reasonable indication of material injury by reason of allegedly LTFV
imports of line pipe from Canada

In determining whether a domestic industry is materially injured "by
reason of" the subject imports, the Commission considers, among other factors,
the volume of imports of the merchandise subject to investigation, and the
effect of imports on the domestic industry and domestic prices. 37/

Moreover, the U.S. Court of Appeals for the Federal Circuit has reaffirmed the
Commission's long—standing interpretation of the meaning of the "reasonable
indication" standard:
[T]hat [the Commission] issue a negative determination
. only when (1) the record as a whole contains clear
and convincing evidence that there is no material injury
or threat of such injury; and (2) no likelihood exists
that contrary evidence will arise in a final
investigation. 22 '

According to official statistics of the Census Bureau, imports from

Canada increased from 5,730 tons in 1984 to 5,991 tons in 1985 and to 7,255

39/

tons in 1986, Other data, however, show that Census' 1984 imbort

figures are significantly understated. 40/ Canadian export data on

37/ 19 U.S.C. § 1677(7)(B).

38/ American Lamb Co. v. United States, 785 F.2d 994, 1001 (Fed. Cir. 1986).
Zealand, and South Africa, Invs. Nos. 701-TA-237 (Preliminary) and
731-TA~245--247 (Preliminary), USITC Pub. 1673 (1985); Uncoated Free Sheet
Offset Paper from Canada, Inv. No. AA1920-Ing.-10, USITC Pub. 869 (1978);
Butadiene Acrylonitrile Rubber from Japan, Inv. No. AA1921-Ing.-1, USITC Pub.
727 (1975).

39/ Report at Table 11. Petitioners note that according to Census data,
1,200 tons entered during the third quarter of 1986 and 4,535 tons entered the

fourth quarter of 1986. Petition at 10.
13

40/ Report at A-24, n. 1, and Table 11, n. 2.
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shipments to the United States, provided by respondents, show 1984 exports of
approximately 12,000 toﬁﬁ, 1985 exports of approximately 5,000 tons and 1986
exports of -approximately 8,000 tons. AL/ The Canadian data support IPSCO's
assertion that there is a "significantly declining trend in Canadian imports"
over the period of investigation. a2/ Relying on these data, the most
accurate characterization of the volume of imports from Canada is that they
declined from approximately 12,000 tons in 1984 to approximately 7,255 tons

during 1986. ﬁi( 44/

41/ IPSCO Brief at Appendix 1, Chart 8.

-3

42/ 1Id. at 13.

43/ At the same time, apparent domestic consumption in 1984 was 1,099,200
tons. Report at Table 4. Apparent domestic consumption for that year is
understated because the import component of the figure is based on Census
import data. ‘

44/ We rely on the figures provided by IPSCO. We note, first, that the data
supplied by IPSCO and by IPSCO Steel are internally consistent and are
consistent with each other. Second, those data are consistent with Canadian
data on exports to the United States. Third, Census data on imports are not
generated independently by the U.S. government; they are a compilation of data
supplied by importers at the time of entry. In this case, the discrepancies
between IPSCO's data and Census data arose, predominantly, from statistical
errors by the importer resulting from application of the wrong statistical
suffix for reporting purposes (i.e., from using the wrong final two digits of
the seven-digit TSUSA number). IPSCO's Submission dated March 11, 1987.
Where statistical errors of this sort occur, there is no impact on the rate of
duty. The statistical data are not corrected unless the error is brought to
Census' attention within 30 days. If brought to the attention of the Census
Bureau within a year, total import figures may be corrected, but not those on
an individual country basis. We understand that statistical errors such as
this are not infrequent. :

We note that while the declining volume of imports revealed by analysis
of the actual imports clearly supports the finding of no causal nexus between
imports and the condition of the domestic industry, the official statistics
provide no better basis for an affirmative finding, particularly when the
reasons behind the fourth quarter of 1986 import levels are considered.

14
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In terms of market share, the imports from Canada accounted for a mere
1.1 percent of apparent(domestic consumption in 1986, when measured by
'volume. ﬁé{ When measured by value, the Canadian imports represented 1.2
percent of apparent domestic consumption. Whether viewed in absolute or
relative terms, the allegedly LTFV imports from Canada have remained a small
and stable part of apparent domestic consumption over the periodAof
investigation. ﬂﬁ/v
The extremely low volume and stability of allegedly LTFV imports from

. 47
Canada are particularly significant for two reasons. - 2/ First, there are

numerous bilateral VRAs that became effective during 1985 and 1986 between

45/ Report at Table 12.

46/ Even using data from the Census Bureau, the volume of imports from Canada
is small and stable, except for the increase in late 1986, which is explained

of material injury. See American Spring Wire Corp. v. United States, 590
F.Supp. 1273, 1287 (C.I.T. 1984), aff'd sub. nom. Armco Inc. v. United States,
760 F.2d 249 (Fed. Cir. 1985) ("No factor, standing alone, triggers a per se
rule of material injury.”); SCM Corp. v. United States, 544 F.Supp. 194, 199
(C.I.7T. 1982).
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line pipe éxpokting countries and the United States. Those agreements
restrict exports of line pipe to the United States. They have led, as
petitiéners have argued, to decreasing imports from the VRA countries. There
is no such agreement with Canada. Canadian producers have not moved to fill
any voids left in the domestic market by reason of contracting supplies from
VRA countries, Inbcontrast, the share of apparent consumption accounted for
by domestic shipments has increased from 1984 to 1986. Further, since the
entry of an antidumping order and countervailing duty order against OCTG from
Canada, 48/ there is no evidence that the Canadian producers have shifted
their productive capacity from the production of OCTG to the production of
line pipe. 43/

Second, the late 1986 increase in imports heavily relied on by
petitioners 20/ occurred after the domestic mills geographically closest to
the IPSCO mills were shut down. 51/ Thus, Lone Star Steel's mill in Fort

Collins, Colorado, was closed in the fall of 1986, apparently before the

asserted surge in imports. It remains closed today "due to lack of

48/ 51 Fed. Reg. 21782 and 21783, respectively (June 16, 1986).

49/ See Tr. at 69, 80.

50/ Petition at 10.

51/ IPSCO's mills producing line pipe are located in Red Deer, Alberta, and
Regina, Saskatchewan. Report at A-8, n. 1. IPSCO has additional capacity to
produce line pipe at Port Moody, British Columbia, and at Edmunton, Alberta,

although there is no evidence that line pipe was produced at either of these
locations during the period of investigation.

16
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. 52 . .
business." 52/ USX Corp., as noted above, was involved in a work stoppage

in Provo, Utah. It is reported that there is "virtually no chance" that USX

53/

will reopen its Geneva mill. == The mill of Kaiser Pipe and Casing in

Fontana, California, ceased production in mid-1986. The plant remains closed
today . 24/ The proximity of the Canadian Mills to the geographic &rea in
which U.S. mills have been closed, given the relatively high transportation
costs that we know from prior investigations limit the geographic distribution
of pipe to a great e*tent, 25/ clearly accounts for the increase in imports
into the United States from Canada during the fourth quarter of 1986.
Moreover, no domestic producer alleged any lost revenues from fourth quarter
1986 importations or from bidding processes ieading up to these

importations. 26/ Finally, in assessing whether small volumes of imports

might have an effect on the domestic industry, it is important to consider the

52/ Tr. at 25. There is no evidence of record that the shutdown of the Fort
Collins mill was caused in any way by the imports from Canada. Nor is there
any allegation by petitioners to that effect. '

53/ Report at a-11.

54/ Report at a-9. The plant remains closed pending an engineering study to
determine the required capital investment to renovate the facility. If
renovation is undertaken, start-up in October 1987, pending shareholder
approval, is foreseen. ’ '

55/ E.q., Certain Carbon Steel Pipes and Tubes from the People's Republic of
China, the Phillipines, and Singapore, Invs. Nos. 731-TA-292 through 296
(Preliminary, USITC Pub. 1796 at 16 (Dec. 1985).

56/ We note, moreover, that there are no lost revenue allegations during any
part of this investigation.
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context of market conditions. As noted, despite weak demand, the financial
condition of the domestic industry has stabilized and its relative market
position has strengthened noticeably.

Turning to the question of tﬁe price effects of the imports from Canada,
if any, on the domestic industry, the Commission sought weighted average
f.o.b. prices to distributors and end-users of line pipe for five common line

pipe products. 21/

In the distributor's market, price trends for each of
the products varied with the prices of products 3, 4, and 5 generally
increasing in 1984 and decreasing thereafter. Prices for product 5 fell in

58/

the second half of‘1984 and rebounded and stabilized in 1986. In the

end-users' market, the data generally show decreasing prices, 29/

When data on the prices of imports from Canada are compared with the
price data for the domestic producers, there is a mixed pattern of
underselling and overselling. 6o/ There is no discernible pattern of price
leadership by the imports from Canada.

It is particularly significant that petitioners have stated that they are

"unaware of direct instances of price depression or price suppression due to

57/ Because of the small volume of imports from Canada, there were relatively
few transactions and relatively few direct comparisons that are possible.
However, from the data obtained, we believe that we have the majority of
transactions that could be used for making price comparisons. Some of those
transactions are discussed infra.

58/ Report at Table 13.

59/ Id. at Table 14,

60/ Report at a-29.
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imports of line pipe from Canada, although line pipe producers other than
61/

petitioners may have exberienced such price affects.”" =™ No other domestic
lproducer provided any allegations of price suppression or depression or any
evidence that would support an inference of price suppression or price
depression and we have found no other evidence of price suppression or
depression.

Petitioners heavily rely_on‘generally decreasing unit values of Canadian
line pipe from 1985 through the fourth quarter of 1986. 2/ Our information
shows that the unit value of Canadian exports to the United States increased
sharply from 1984 to 1985 and then decreased from 1985 to 1986, achieving a
level below that of 1984. These data should not be examined in a.vacuum,
however. Unit values per ton for all imports generally increased from 1984 to
1985 and declined from 1985 to 1986. 63/ Unit values per ton for U.S.
producers' domestic shipments decreased from 1984 to 1985 and again from 1985
to 1986. 84/ Unit values from Canada were below those of domestic producers
in 1984 and 1986, but were significantly higher than that of domestic
producers in 1985. Although petitioners apparently believe that the decline

from 1985 to 1986 led to decreasing prices on imports from Canada and to

individual transactions lost by the domestic industry because of the price of

61/ Petition at 13,

63/ Report at Table 11.

64/ 1Id. at Table 6.
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the allegedly LTFV imports, the record does not hear this out. 65/ 68/

In the first place, the financial data do not reveal harm by reason of
the prices of the imports. The relationship of price to cost of goods sold
for the domestic‘industry has improved appreciably, with reported gross
margins on line pipe operations increasing 16.6 percentage points from 1984 to
1986. 67/

In the second place, as we have found no volume effects of the imports,
no significant underselling or pattern of price leadership, no adverse effects
on profitability, and as petitioners have not alleged any price suppression or
‘price“depression, petitioners' injury case is reduced to an analysis of the
individual sales transactions allegedly lost to Canadian imports on account of
price. The information we have gathered does not support petitionerst
allegations. 68/

The first, and most substantial, transaction regards Mountain Fuel Supply

Company, Salt lLake City, Utah. USX Corp. was the low bidder for all of the

65/ Reliance on quarterly unit values of imports is particularly dangerous in
this case. Unit value depends on the product mix and, with the relatively
small quantities of Canadian imports being dealt with in each quarter, we
cannot assume that the product mix remained constant.

66/ Without weighing causes of injury, we note that petitioners concede that
"there is a correlation between the drop in demand and the drop in prices.”
Tr. at 15.

67/ See Report at Table 9.

68/ We note that we can discuss the individual instances only in general
terms, because much of the information is confidential.
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line pipe for this project. 3/ According to contemporaneous press reports,
"Mountain Fuel spokesman Curtis Burnett said the gas company waited as long as
possibia before awarding the contract, hoping that USX and the United Steel
Workers of America could settle their contréct dispute and the Geneva plant

70/

would resume." -~ Thus,vthe sale was lost to the U.S. industry not because
of the price of the Canadian line pipe, but rather because of the work
stoppage at the USX mill in Utah, |

Moreover, the Mountain Fuel project involved two sizes of pipe, 8-5/8
inches outside diameter and 10-3/4 inches outside diameter. IPSCO was
underbid on the smaller pipe by both USX and Maverick. According to IPSCO,
Maverick was awarded the 8--5/8 inch contract, subject to a mill
inspection. 7/ A third party inspector, hired to make the mill audit,
“recommended that he did not believe that Maverick was capable of meeting the
Mountain Fuel specifications [.]" 2/ Thus, IPSCO received the order for
nonprice reasons.

A second instance of a domestic purchaser choosing imported over domestic
pipe on account of price involved a,distributor in Hendefson, Colorado,'a

suburb of Denver. The documentation demonstrates that the partiéular

distributor sought out IPSCO and placed a trial order with IPSCO, so long as

9/ E.q., IPSCO Brief at Appendix 2.

70/ The Provo Daily Herald, Jan. 9, 1987; reproduced, IPSCO's Brief at
Appendix 2.

71/ Tr. at 57.

72/ Id. at 58. See also EC-K-113 (March 24, 1987) and attachments thereto.
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IPSCO met prevailing domestic prices. 23/

As there was no request for bids
from any domestic produéer, this is clearly not a sale lost by the domestic
‘industry. -Moreover, considering the shutdown of the mills at Fort Collins,
Colorado, and at Geneva, Utah, a search for alternate sources of supply, given
the distances from that purchaser to most other domestic suppliers, is highly
reasonable.

A third allegation involved a purchaser in southern Colorado. ‘Even
though Maverick‘underbid IPSCO, IPSCO received the award because it could meet
the delivery requirements. 74/

A final example involved Total Petroleum Company, which involved, at
least, bids placed by one distributor using Lone Star Steel's pipe gnd another
distributor using IPSCO's pipe. Even though IPSCO's distributor won the
contract on the basis of the total package, the prices offered by IPSCO and
Lone Star to their distributors were approximately equal. 75/

The Commission confirmed that one sale went to imported pipe rather than
domestic pipe on the basis of price. This instance, however, stands alone as
an indicator of a causal nexus between the imports from Canada and the
condition of the domestic industry.

We conclude that the information of record, considered as a whole,

provides a clear and convincing showing that there is no reasonable indication
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of material injury to this industry nor a likelihood of developing contrary
information in a final investigation. It is not a matter of weighing causes
'for the Commission to evaluate the causal impact of imports in light of
overall market conditions, which in this case reveal a substantial decline in
the market and a stabilization and strengthening of the domestic industry .
within that market. Canadian imports have had no discernible effect on the
market nor have they had any appérent effect of retarding the stabilization
and improvemen; of the domestic industry. Accordingly, we determine that
there is no reasonéble indication that the domestic lime pipe industry is

experiencing material injury by reason of the allegedly LTFV imports from

Canada.

No reasonable indication of threat of material injury by reason of allegedly
LTFV imports of line pipe from Canada

Petitioners have asserted that there is a threat of material injury,
relying on the asserted rapid increase in market penetration, the potential
for product-shifting, and underutilized capacity in Canada. 28/

In order to determine whether there is a threat of injury, the Commission
has obtained information regarding production, capacity, capacity utilization,
domestic shipments, exports, and year-end inventories of line pipe from IPSCO,
the source of most of the allegedly LTFV imports from Cénada. 11/ Those

data show declining production, capacity utilization, domestic shipments, and
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year—end inventories for calendar years 1984, 1985, and 1986. 78/ We must

evaluate these data as they relate to the capability of the Canadian producers
to expand'their exports to the United States market to injurious levels and
their intent to do so.

Notwithstanding the available underutilized capacity, the Canadian
producers and exporters have not increased their exports to the Unitéd States
over the course of this invesfigation, even though Canadian capacity
utilization has been low and declining throughout the period of investigation

and they have been afforded the opportunity to do so by the entry into force

79/

of the VRAs. IPSCO has not converted any OCTG capacity to the

80/

production of line pipe, =’ something which petitioners correctly state

might have been expected in light of the recent antidumping order against OCTG

from Canada. 81/ Conversion might also have been expected because of the

82/

very weak market for OCTG. IPSCO has stated that it has no intention of

18/ Id.

79/ As the Court of International Trade has noted, the mere existence of
increased productive capacity is not a legally sufficient ground on which to
base a finding of threat of material injury. American Spring Wire Corp. v.
United States, 590 F.Supp. 1273, 1280 (C.I.T. 1984), aff'd sub. nom. Armco
Inc. v. United States, 760 F.2d 249 (Fed. Cir. 1985).

80/ Tr. at 69.

81/ Id. at 9.

82/ We note that petitioner Maverick did expand its production to include
line pipe because of the weak condition of the OCTG market. See footnote 35,
supra, and accompanying text. The process which apparently involved the
purchase of some new equipment and obtaining American Petroleum Institute
certification,
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converting OCTG capacity to line pipe capacity. 83/ Moreover, the increase
in imports during the most recent periods is attributable to the closing of
pipe mills in the western United States. The foreseen incréases in imports in
the first quarter of 1987 are clearly attributable té projects such as that
involving Mountain Fuel. V
These facts do not suggest that the Canadian industry intend§ to increase
its exports to the United States. Given thé Canadian reaction to the VRAs and
to the order against OCTG, there is no reason for us to believe that they will
now adopt different tactics and attempt to enter the U.S. line pipe market in
significant amount. 1In short, the record is devoid of "positive evidence
tending to show an intention to increase levels of importation." 84/

We conclude that there is no reasonable indication of a threat of

material injury by reason of the allegedly LTFV imports from Canada.

83/ Tr. at 80.

84/ Matsushita Elec. Indus. Co. v. United States, 569 F.Supp. 853, 857
(C.I.T. 1983), motion for rehearing denied 573 F.Supp. 122 (C.I.T. 1983),
rev'd on other gds. 750 F.2d 927 (Fed. Cir. 1984),
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VIEWS OF CHAIRMAN LIEBELER
Certain Line Pipes and Tubes
’ from Canada

Inv. No. 731-TA-375 (Preliminary)

Based on the record in this investigation, I
determine that there is no reasonable indication that a
domestic industry is materially injured or threatened with
material injury by reason of imports of certain line pipes

and tubes from Canada that are allegedly being sold at

1
less than fair value (LTFV).

I join with the majority in its discussion of the
definition of like product and the domestic industry.
Since my views on condition of the industry, causation and
threat differ from those of other members of the majority,
I provide these additional views.

2
Condition of the Industry

For purposes of determining whether a domestic

industry is materially injured, the statute provides that

1

As there is an established domestic industry
producing line pipes and tubes, ”material retardation”
was not raised as an issue in this investigation and
will not be discussed further.

2
Vice Chairman Brunsdale joins in this section of the
opinion.

27
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the effect of the imports ”shall be assessed in relation

to the United States production of a like product if
available data permit the separate identification of
production in terms of such criteria as the production

3 :
process or the producer’s profits. In this case, no

such separate identification is possible, and so it is
necessary to assess injury in relation to a larger group
of products. This is consistent with several recent
determinations involving line, standard and light-walled
rectangular pipes and tubes, in which Vice Chairman

Brunsdale and I found that separate consideration of the

producers of each like product for the injury analysis was

4
inappropriate. The narrowest range of products for B

3
19 U.S.C. §1677(4) (D).

4

For a complete discussion of the use of product line
analysis, See Certain Welded Carbon Steel Pipes and
Tubes from India, Taiwan and Turkey, (standard and line
pipes and tubes) (Final) Invs. Nos. 731-TA-271-273,
USITC Pub. No. 1839 (April 1986) (Views of Vice
Chairman Liebeler and Commissioner Brunsdale); Id. at
49 (Additional Views of Commissioner Brunsdale); See
Certain Welded Carbon Steel Pipes and Tubes from the
Philippines and Singapore, (standard and light-walled
rectangular pipes and tubes) (Final) Invs. Nos.

(Footnote continued on next page)

28



29
which data permit separate identifiation is for producers

of all carbon steel pipes and tubes. This data is only
available for profitability. Thus for other injury

criferia, I will use the best information available.

Income and loss data for the five U.S. firms that
provided information on all welded carbon steel pipeé and
tubes pfoduced in their establishments indicates that the
industry has not been profitable during the period of

5
investigation. Net operating income as a percentage of

sales was minus 8.7 in 1984, minus 2.3 in 1985, and 0.2 in

1985. Investment in productive facilities for all welded

(Footnote continued from previous page)

731-TA-293,294, 296 USITC Pub. 1907 (Nov. 1986) (Views
of Chairman Liebeler); See Certain Welded Carbon Steel
Pipes and Tubes from the People’s Republic of China,
(standard pipes and tubes) Inv. No. 731-TA-292 (Final)
USITC Pub. 1885 (Aug. 1986); See Certain Welded Carbon
Steel Pipes and Tubes from Taiwan, (light-walled
rectangular pipes and tubes) Inv. No. 731-TA-349
(Preliminary), USITC Pub. No. 1906 (Dec. 1986).

5

As has been the case in prior pipes and tubes cases,
the nonintegrated firms have performed better than the
integrated firms. For a discussion of the structure of
the pipes and tubes industry, see Certain Welded Carbon
Steel Pipes and Tubes from India, Taiwan and Turkey,
(standard and line pipes and tubes) (Final) Invs. Nos.
731-TA-271-273, USITC Pub. 1839 (April 1986) at 42-46
(Views of Vice Chairman Liebeler and Commissioner
Brunsdale) .
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pipes and tubes was fairly constant, while capital

. 6
expenditures fell significantly between 1985 and 1986.

Shipments of line pipe dropped substantially during
1984-1986, as did the value of these shipments.7 The

only data available on capacity is not particularly useful
because of the identification problem.8 Since it is the
best information available, however, I note that line pipe
capacity dropped approximately 10 percent from 1984-1986,
while capacity utilization dropped to 27 percent.
Employment statistics suffer from the same problem. Hours
worked decreased over 60 percent between 1984 and 1986 in
the line pipe and tube industry, but at the same time,
labor productivity almost doubled. Thus, employment data

does not indicate problems within the industry.

On the whole, however, the information collected

shows an industry that is materially injured. I now
9
proceed to a discussion of causation.

6
Report at a-22.

7
Report at a-15.

8

See Report at a-14 n.1 (discussion of various
capacity and shipment changes in part attributable to
identification problem resulting from commonality of
inputs).

9

See Views of Vice Chairman Brunsdale, infra, for her
views on causation.

30



31

Rebuttable Presumption

In a preliminary Title VII investigation the
Commission must determine whether there is a reasonable
indication that a domestic industry is materially injured
or threatened with material injury by reason of the

: 10
subsidized or dumped imports. Title VII directs the

Commission to consider, among other factors the volume of
imports, their effect on prices, and their impact on
prices, and their impact of domestic producers of like
products. In evaluating the volume of imports, Congress
has directed the Commission to consider “whether the
volume of imports of the merchandise, or any increase in
that volume, either in absolute or relative terms to
production or consumption in the United States is
significant".11 To give effect to this provision, I
employ a rebuttable presumption that an import penetration

ratio, after cumulating imports as required, of less than

2.5 percent of apparent U.S. consumption is too small to

10
19 U.S.C. §1671 & 1673 (1980).

11
19 U.S.C. §1677(7) (c) (i) (1980).
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be a cause of material injury and that any increase in the

import penetration to less than 2.5 percent is too small
to constitute a threat of material injury. This
presumption can be rebutted by showing that both domestic

12
supply and demand for the product are inelastic.

Causation analysis

The market penetration of imports of line pipe and
tube from Canada increased but remained at extremely low
levels during the period of investigation. These imports
increased ffom 0.5 percent of apparent U.S. consumption in
1984 to 0.7 percent in 1985 and 1.1 percent in 1985.13 -

The record does not indicate that the domestic market for

12

For a complete discussion of the rationale behind
this 2.5 percent presumption, see Certain Welded Carbon
Steel Pipes and Tubes from the People’s Republic of
China, (standard pipes and tubes) Inv. No. 731-TA-292
(Final) USITC Pub. 1885 (Aug. 1986); Certain Welded
Carbon Steel Pipes and Tubes from Thailand and
Venezuela, Inv. Invs. Nos. 701-TA-242, 731-TA-252-53
(Preliminary), USITC Pub. 1680 (April 1985), (Separate
Views of Vice Chairman Liebeler) at 19-30; 0il Country
Tubular Goods from Austria, Romania, and Venezuela,
Invs. Nos. 701-TA-240-241, 731-TA-249-251
(Preliminary), USITC Pub. 1679 (April 1985),
(Additional Views of Vice Chairman Liebeler).

13
Report at a-26.
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line pipe is characterized by a highly inelastic supply

curve and a highly inelastic demand curve. Thus, there is
nothing to suggest that this relatively small level of
imports could result in any material injury or threat of
material injury. In the absence of such factors, I
presume that an’import penetration ratio of less than 2.5
percent is too small to support a finding of a reasohable
indication of maﬁerial injury or threat thereof by reason

of the imports subject to investigation.

Conclusion

Therefore, I conclude that there is no reasonable
indication that an in<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>