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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

.Investigation No. 701-TA-281 (Final)

Stainless Steel Pipes and Tubes from Sweden

Determinations

On the basis of the record 1/ developed in the subject investigation, the
Commission unanimously determines, 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
not materially injured or threatenéd with material injury, and the
establishment of an industry in the United States is not materially retarded,
by reason of imports from Sweden of seamless stainless steel pipes, tubes,
hollow bars, and blanks therefor, all of the foregoing of circular cross
section, provided for in ftems 610.51 and 610.52 of the Tariff Schedules of
the United States (TSUS). The Commission further determines 2/ that an
industry in the United States 1is not materially injured or threatened with
material injury, and the establishment of an industry in the United States is
not materially retarded, by reason of imports from Sweden of welded stainless
steel pipes, tubes, and blanks therefor, all of the foregoing of circular
cross section, provided for in TSUS items 610.37 and 610.52, that have been
found by the Department of Commerce to be subsidized by the Government of

Sweden.

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/ Commissioners Eckes and Lodwick determine that an industry in the United
States is materially injured by reason of imports from Sweden of welded
stainless steel pipes and tubes that have been found by the Department of
Commerce to be subsidized by the Government of Sweden.
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Background

The Commission instituted this investigation effective December 5, 1986,
following a preliminary determination by the Department oflcommerce that
imports of certain stainless steel hollow products from Sweden were being
subsidized within the meaning of section 701 of the Act (19 U.S.C. § 1671).
Notice of the institution of the Commission’s investigation and of a public
hearing to be held in connection therewith was given by posting copies of the
notice in the Office of the Secretary, U.S. International Trade Commission,

Washington, DC, and by publishing the notice in the Federal Register of

December 29, 1986 (51 F.R. 46946). The hearing was held in Washington, DC, on
February 26, 1987, and all persons who requested the opportunity were

permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN LIEBELER, VICE CHAIRMAN BRUNSDALE,
AND COMMISSIONER ROHR

We determine that industries in the United States are not materially
~injured, nor threatened with material injury, by reason of subsidized imports
of welded and seamless stainless steel pipes and tubes from Sweden. 1/ 2/

Data provided in this final investigation indicate that although the
performance of the domestic welded stainless steel pipe and tube (welded pipe
and tube) industry remains weak, this performance has consistently improved
throughout the period of investigation. Furthermore, we have found an
insufficient causal nexus between imports from Sweden and the condition of the
domestic industry. Although the subject imports have increased, Swedish
market penetration has remained low. 1In addition, the Swedish share of total
U.S. imports has decreased. Finally, during the period in which the subject
imports were'increasing, the financial performance of the domestic welded pipe
and tube industry has steadily improved and prices have remained relatively
stable.

On February 26, 1987, the Department of Commerce (Commerce) found
subsidies with respect to the Swedish producer of welded pipe and tube, Avesta
Sandvik AB (Avesta), but found de minimis subsidies with respect to the only
Swedish producer of seamless stainless steel pipe and tube (seamless pipe and

tube), AB Sandvik Steel (Sandvik). Because, as a factual matter, there are no

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

2/ Commissioner Eckes and Commissioner Lodwick determine that an industry in
the United States is materially injured by reason of subsidized imports of
welded stainless steel pipes and tubes from Sweden. See their Dissenting

Views, infra.



subsidized imports of seamless pipe and tube in this final investigation, the’
Commission determines that the domestic seamless pipe and tube industry is not
experiencing, nor is threatened with, material injury by reason of imports of

subsidized seamless pipe and tube from Sweden. 3/

Like product/domestic industry

In a final title VII investigation, the Commission must define the
relevant domestic industry. The term "industry" is defined in 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
product.*” Y/ In turn, "like product" is defined as "a product which is
like, or in the absence of like, most similar in characteristics and uses with

" 3/ The Commission is

the article subject to an investigation .
required to make its "like product"” and "domestic industry" determination on a

case-by-case basis.

3/ Commissioner Eckes and Commissioner Lodwick concur in the determination
with respect to seamless pipe and tube. They also concur with the majority's
definition of like product and domestic industry.

4/ 19 U.S.C. § 1677(4)(A).

5/ 19 U.S.C. § 1677(10). The Commission has also noted the legislative
history of the like product definition, which provides in pertinent part:

: The requirement that a product be ‘'like' the imported
article should not be interpreted in such a narrow fashion
so as to permit minor differences in physical
characteristics or uses to lead to the conclusion that the
product and article are not 'like' each other, nor should
the definition of 'like product' be interpreted in such a
fashion as to prevent consideration of an industry
adversely affected by the imports under investigation.

S. Rep. No. 249, 96th Cong., 1lst Sess. 90-91 (1979).



The imported products subject to this final investigation are stainless
steel pipe and tube. &/ 1/ Stainless steel pipe and tube can be divided
into two general categories--welded and seamless--depending on the method of
manufacture. Seamless pipe and tube are generally used in situations where
greater strength and reliability is required and are more expensive,
commanding a premium of from 10 to 40 percent according to some
purchasers, 8/ and from 15 to 112 percent according to price data collected
by the Commission. 3/ Although seamless pipe and tube can be used for most
applications calling for welded pipe and tube, the opposite is not generally
true. Therefore, the distinet physical characteristics of each product make

/
them suitable for somewhat different uses. 10 More importantly, any

6/ The article subject to an investigation is defined by the scope of the
investigation initiated by Commerce which in this case covers "certain
stainless steel hollow products including pipes, tubes, hollow bars, and
blanks therefor, of circular cross-section, containing over 11.5 percent
chromium by weight, provided for in items 610.3701, 610.3727, 610.3731,
610.3741, 610.3742, 610.5130, 610.5202, 610.5229, 610.5230, and 610.5231 of
the Tariff Schedules of the United States Annotated." 52 Fed. Reg. 5795 (Feb.
26, 1987).

1/ The Commission has investigated stainless steel pipe and tube imports
from Sweden on two prior occasions. See Stainless Steel Pipes and Tubes from
Sweden, Inv. No. 701-TA-281 (Preliminary), USITC Pub. 1903 (Oct. 1986), and
Stainless Steel Pipes and Tubes from Sweden, Inv. 731-TA-354 (Preliminary),
USITC Pub. 1919 (Dec. 1986).

8/ Report of the Commission (Report) at A-64 and A-68-A-69.

9/ Id4. at A-48 and Appendix D.

10/ The present case is different from our determinations in previous oil
country tubular goods (OCTG) investigations. 1In those investigations the
evidence showed a high degree of interchangeability that was not present
here. See 0il Country Tubular Goods from Canada and Taiwan, Invs. Nos.
701-TA-255 and 731-TA-276-277 (Final), USITC Pub. 1865 (June 1986); 0il
Country Tubular Goods from Israel, Invs. Nos. 701-TA-271 and 731-TA-318
(Preliminary), USITC Pub. 1840 (Apr. 1986); Oil 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-251 (Preliminary), USITC Pub. 1679 (Apr.
1985); and 0il Country Tubular Goods from Argentina and Spain, Invs. Nos.
731-TA-191, 195 (Final), USITC Pub. 1694 (May 1985).



operational interchangeability is further limited commercially because the
seamless product is significantly more expensive than the welded
product. 11/ In addition, seamless and welded pipe and tube are
‘manufacturéd in separate production facilities and by distinct production
techniques. 1/ We thus find that welded and seamless pipe and tube are
separate like products. 13/
An issue that has arisen with respect to welded pipe and tube in the
instant investigation and the preliminary phase of both the countervailing
duty and antidumping investigations is whether articles containing betﬁeen 10
and 11.5 percent chromium (primarily grade 404) are like the imported
articles. 14/ Avesta argued that the lower grade 409 pipe and tube are
considered stainless steel pipe and tube by the American Society for Testing
and Materials, the domestic industry in general and Commerce in its Current
Industrial Réports. 15/ In considering this issue we found that grade 409
is physically different from the higher grade products in that it has a lower

chromium content and is of lower quality; that grade 409 pipe and tube are

primarily limited to the production of automotive exhaust systems; and that

11/ Report at A-48 and A-97.

12/ Id. at A-11. We also note that data collected in this investigation
indicate that the narrowing of the price differential between the welded and
seamless product observed in the preliminary investigation was greatly
exaggerated and that relative prices between the two products have remained
nearly constant. Id. at Appendix D, Note to Table D-1.

13/ Vice Chairman Brunsdale notes that although she agrees with the like
product determination of her colleagues in this final investigation, she
believes that the record has not adequately answered the question of whether
welded and seamless pipes are one like product or whether they are separate
like products. She notes that petitioners argued in the preliminary
investigation that there was only one like product. They subsequently changed
their view and argued that there were two. 1In any event, the Vice Chairman's
decision in this case would not have been affected had she adopted one like
product instead of two.

14/ Report at A-4-A-6.

15/ Tr. at 84-85.



grade 409 pipe and tube are made primarily by a distinct group of companies,
of which only a limited number replied to the Commission's questionnaires.
Finally, a large proportion of grade 409 does not enter into the open market,
“but is coﬁsumed internally by companies that are essentially fabricators of
automotive exhaust systems. lé/, Although it is a close question, the
Commission has determined to continue its past practice in this regard and not
include articles containing between 10 and 11.5 percent chromium within the
like product definition. L YH)

Another issue that has arisen in the instant investigation, as well as in
the preliminary investigations, is whether to include redrawers of pipe and
tube in the domestic industry. 18/ In the preliminary determinations, the
Commission determined that redrawers were part of the domestic industry.

Among the factors we considered in those investigations were physical
characteristics of the redrawn product, complexity and costs of processing,
and interchangeability. As in the preliminary case, we find that: facilities
involved in the latter stages of production of the like product are generally
considered part of the domestic industry, the activities of the redrawers in

cold working the pipe are very similar to the cold-working activities

performed by integrated producers, and redrawers add approximately 50 percent

16/ Report at A-6. Chairman Liebeler does not find the captive consumption
distinction meaningful.

17/ Vice Chairman Brunsdale does not agree that grade 409 pipe should be
excluded from the like product. These pipes are produced using the same
equipment and process as other welded pipe. Tr. at 47. However, she notes
that the record contains very little information about this product (e.g.,
shipments, production, and financial results of producers). Therefore, her
analysis relies on the data discussed by her colleagues.

18/ Report at A-4. A redrawer is a company that purchases a hollow tube
(i.e., a redraw hollow) and cold works it, reducing the outside diameter and
wall thickness.



in value to the product they are producing. 19/ Thus, we again determine
that redrawers of pipe and tube are part of the domestic industry.

The Commission, therefore, concludes that there is one domestic welded
pipe and tube industry cénsisting of: (1) companies that melt stainless
steel, produce basic shapes used in pipe aﬁd tube production, and subsequently
manufacture welded pipe and tube (i.e., integrated companies); (2) companies
that purchase basic shapes--generally stainless steel sheet and strip--on the

market, and then manufacture welded pipe and tube; and (3) redrawers.

Condition of the domestic welded pipe and tube industry

In determining the condition of a domestic industry, the Commission
considers, among other factors, domestic consumption, U.S. production,
capacity, capacity utilization, shipments, inventories, emplﬁyment, and
profitability. 29/

Data providedlfor the domestic welded pipe and tube industry show that,

while it remains in a weakened condition, its performance significantly

improved. Although we have reservations, we nonetheless have found material

Id. at A-13.
9 U.s.C. § 1677(7)(C)(iii).

fury



injury. 21/ Furthermore, we have made our assessment on the condition of

the domestic industry as a Qhole, but we must note a sharp divergence of
performance between integrated and nonintegrated producers. Nonintegrated
producers have shown steadily improving performance both in net sales and
operating income, moving from a small loss in 1983 to increasing profits

22/ In contrast, integrated producers have had

through 1985 and into 1986.
steadily decreasing net sales throughout the period. The operating losses
have declined but still remain significant enough to cause the industry as a

whole to show a net loss despite the faect that integrated producers account

for approximately 20 percent of the industry. 23/ Finally, we must note our

21/ Vice Chairman Brunsdale has severe reservations about the finding that
the domestic welded industry is materially injured. She notes, for example,
that production, shipments, capacity, and capacity utilization either were
steady or else increased during the period of investigation. Report at A-18
(Table 3), A-19 (Table 4). Furthermore, manhours worked, adjusted for
productivity increases, were also steady over this same period. Id. at A-22
(Table 6). Finally, the financial performance of the industry as a whole
showed steady improvement from 1983 through interim 1986. Id. at A-29.

There is also a possible problem with the financial data. There is a
marked contrast between the financial performance of the integrated and
nonintegrated firms--the former did much more poorly than the latter. For
example, in 1986 the nonintegrated firms were profitable while the integrated
firms were unprofitable. Id. at A-29. However, the record in this case does
not have information about transfer pricing policies used by the integrated
firms, i.e., how they set prices for raw materials (e.g., stainless steel
strip) they produce in their rolling mills and send to their pipe and tube
mills. The record does, however, indicate that the ratio of cost of goods
sold to sales is considerably higher for integrated firms. Thus, it is
possible that they do not use market prices to value their intracompany
transfers of strip and instead set values for such transfers that are higher
than market prices. If this is the case, then the financial performance of
the integrated producers on their welded pipe and tube operations is
understated. i

Based on the record in this case, the Vice Chairman cannot reach a
conclusion about transfer prices. But examining the total performance of the
industry, she does not find that the industry is materially injured. However,
assuming the industry to be materially injured, she proceeds to analyze the
igsue of causation.

22/ Report at A-29.

23/ Id. at A-12.
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concern that the companies not reporting specific financial data were
nonintegrated companies and that statements provided by several of these
companies indicated that most were profitable. 24/ We have recognized in
‘previous ihvestigations some divergence in performance between integrated and
nonintegrated producers but found, as we do here, material injury existing for
the industry as a whole. 23/ However, in this case it is a much closer
question due to the fact that integrated producers account for relatively less
of the domestic industry and the nonintegrated producers are performing
substantially better. A somewhat greater divergence of performance or less
relative significance of the integrated producers may have resulted in a
different conclusion here.

Neveétheless, although the unavailable data might change the financial
performance results and despite improving performﬁﬁce trends, we find that the
industry as,§ whole is still suffering material injury. We reach this
conclusion'dn the basis not only of the financial data, but also on the slight

decline in production in 1986, 26/ the somewhat sharper decline in shipments

in 1986, 21/ the corresponding increase in inventories, 28/ and the

generally low rate of capacity utilization throughout the period of
. . /
investigation. 23 Furthermore, employment, hours worked, wages paid and

total compensation also déclined throughout the period. 30/

24/ 1d. at A-23.

25/ See, e.g., Certain Welded Carbon Steel Pipes and Tubes from the People' s
Republic of China, Inv. No. 731-TA-292 (Final), USITC Pub. 1885 at 7 (1986);
0il Country Tubular Goods from Israel, Invs. Nos. 701-TA-271 (Final) and
731-TA-318 (Final), USITC Pub. 1952 at 8 (1987)

26/ Report at A-18.

27/ 1Id. at A-19-A-20.

28/ Id. at A-21.

29/ 1d. at A-18.

30/ 1Id. at A-21-A-22.

10
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Thus, although the domestic industry's financial performance during the
period of investigation improved, other industry indicators remained very
weak. Accordingly, we conclude that the domestic welded pipe and tube

"industry is materially injured. 31/

No threat of material injury by reason of imports of subsidized welded pipes
and tubes from Sweden

In determining whether there is a reasonable indication of a threat of
material injury, the Commission considers, among other factors, (1) any rapid
increase in market penetration of thé imports and the likelihood that such
penetration will reach an injurious level, (2) any substantial increase in
inventories of the imported product, (3) the likelihood of increased imports
in the future because of increased capacity or existing underutilized capacity
in the foreign country, and (4) the probability that future imports will have
a price depressing or suppressing effect in the domestic market. 32/ The
Commission must also find that the threat is real and injury is
imminent. 33/ The record does not contain such evidencé of a real and
imminent threat to the domestic industry from imports of welded pipe and tube
from Sweden.

Initially, we note that Commerce found no export subsidies. 34/
Furthermore, the Swedish industry, though export oriented, 33/ is currently

36/

operating at a quite high rate of capacity utilization. The high

31/ See the Additional Views of Chairman Liebeler, Vice Chairman Brunsdale,
and Commissioner Rohr regarding causation.

32/ 19 U.S.C. § 1677(7)(F)(1).

33/ 19 U.S.C. § 1677(7)(F)(ii); see also S. Rep. No. 249, 96th Cong., 1st
Sess. 89 (1979). :

34/ 52 Fed. Reg. 5794 (Feb. 26, 1987).

35/ Report at A-40-A-41.

36/ 1d.

11
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capacity utilization is not surprising considering that the Swedish welded
pipe and tube industry recently underwent a substantial reorganization
beginning in 1979, in part to reduce overcapacity. Indeed, the subsidies
found by Commerce relate to the industry reorganization. 31/ Swedish
capacity has recently increased again somewhat; however, the capacity
utilization has risen at an even faster rate. 38/
We also find it significant that the United States has traditionally
represented a quite small share of the Swedish export market for welded pipe
and tube. 33/ Considering that the Swedish krona has appreciated relative
to the U.S. dollar in real terms, 40/ it is unlikely that the United States
will become a more attractive market in the future if this trend
continues. AL/ This is highlighted by a change in markgting strategy by
Avesta. Avesta has rapidly decreased its U.S. inventories and plans to Begin
marketing directly from Sweden. 42/ This may increase the problems
discussed above with respect to long lead times for purchasers' orders,

thereby making Swedish imports even less of a potential threat. Also, the

marketing strategy is not one that would normally be adopted by a company

37/ 52 Fed. Reg. at 5797-98.

38/ Report at A-40-A-41.

39/ 1d.

40/ Id. at A-61-A-62.

41/ We also note that there is no meaningful evidence of a potential for
production shifting between welded and seamless pipe and tube. Id. at
A-6-A-7. Even though the drawing equipment of the two Swedish companies,
Sandvik (seamless producer) and Avesta (welded producer), can be utilized to
redraw either welded or seamless hollows, the equipment used to produce the
welded and seamless hollows themselves is not interchangeable. Because Avesta
is the only welded producer and is already operating at virtually full
capacity and thus has no extra welded hollows to sell, there is no potential
for Sandvik to also become a supplier of welded pipe and tube.

42/ Id4. at A-40.

12
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planning to rapidly increase sales and market share. Furthermore, the primary
export markets for Swedish pipe and tube are Western European countries with
currencies appreciating relative to the U.S. dollar 43/ and to which Sweden
has duty free access by reason of membership in the European:Free Trade
Association thereby increasing the relative attractiveness of those markets.
Finally, we note that, although there has been an increase in Swedish imports
in both absolute and relative terms during the period of investigation, these
increases are relative to a very low level of market share in 1983 and remain
at a low level in 1986. In such a context, and unaccompanied by other factors
indicating further increases, this increase in imports from Sweden is
insufficient to support an affirmative threat determination. Thus, we find
that there is no real and imminent threat of material injury by reason of

imports of welded pipe and tube from Sweden.

43/ 1d. at A-4l.

13
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ADDITITIONAL VIEWS OF CHAIRMAN LIEBELER

Stainless Steel Pipes and Tubes from Sweden

Inv. No. 701-TA-281 (Final)

I determine that industries in the United States are
not materially injured or threatened with material injury
by reason of subsidized imports of stainless steel pipes

1
and tubes from Sweden.

In the preliminary investigation, I found that that
seamless and welded stainless steel pipes and tubes
constituted one like product and that there was one
domestic industry consisting of the producers of the like
product. After considering the additional pricing data
gathered during this final inﬁestigation, I have

2
reconsidered this determination. I now join with the

1

Since there are established domestic industries
producing stainless steel pipes and tubes, material
retardation is not an issue in this case.

2
See Views of the Commission, supra.

15
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majority in finding two like products and two domestic
industries. I also join the majority’s discussion of
condition of the industry and threat of material injury.
Because my views on causation differ, I offer these

3
additional views.

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
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 answérs.both
questions in the affirmative, will it make an affirmative

determination in the investigation.

3
As stated in the majority opinion, no subsidies were
found with respect to seamless pipes and tubes and so

no material injury could be by reason of subsidized
imports.

16
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Befo:e 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 sﬁatutory construction is that a
statute, clear And unambiguous onvits face, need not and
cannot be interpreted usiﬁg secondary sources. Only
statutes that are of doubtful ﬁeaning are subject to such

4 B
statutory interpretation.

The statutory language used for both parts of the
two-part analysis is ambiguous. "Material injury” is -
defined as ”harm which is not inconsequential, immaterial,
or um‘.mportam:."'5 As for the causation test; ”by reason
of” lends itself to no easy interprétation, and has been
the subjecﬁ of much debate by past and present
commissionefs.’ Clearly, well-informed persﬁns may differ
as to the interpretation of the causation and matefial
injury sections offtitle VII. Therefore, the legislative

history becomes helpful in interpreting title VII.

4

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

5
19 U.S.C. § 1677(7) (A) (1980).

17
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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 td the United

States, the increase in supply, ceteris paribus, must

result in a lower pricé of the product than would
otherwise prevail. If a downwafd 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.

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:

[T]he ITC will consider information which
indicates that harm is caused by factors other

. 6
than the less-than-fair-value imports.

6
Report on the Trade Agreements Act of 1979, S. Rep.
No. 249, 96th Cong. 1lst Sess. 75 (1979).

.18
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The Senate Finance Committee emphasized the need for an
exhaustive causatioﬁ analysis, stating, “the Commission
must satisfy itself that, in light of all the information
preseﬁted, there is a sufficient causal link between the

7
less-than-fair-value imports and the requisite injury.”

The 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 ITC."8 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:

19
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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

9
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
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-

10
price.

This ”complex and difficult” 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

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

Id.
20



21

11
to maximize profits. Congress was obviously familiar

with the economist’s todls: 7 (I]mporters as prudent
businessmen dealing fairly would be interested in
maximizing profits by selling at prices as high as the

12
U.S. market would bear.”

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a
conclusion. 1In accord with economic theory and the
legislative history, foreign firms should be pfesumed to
behave rationally. Therefore, if the factual setting in
which the unfair imports occur does not support any gain
to be had by unfair price discrimination, it is reasonable
to conclude that any injury or threat of injury to the

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

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not

rational to charge a price below that necessary to sell

11

See, e.g., P. Samuelson & W. Nordhaus, Economics
42-25 (12th ed. 1985); W. Nicholson, Intermediate
Microeconomics and Its Application 7 (3rd ed. 1983).

12 '
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.
2d Sess. 179.

21
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one’s product. In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to meet competition. It is this
condition which Congress must have meant when it charged
us ”to discourage and prevent foreign suppliers'from using
unfair price discrimination practices to the detriment of

13
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit

an affirmative finding under the law interpreted in light
14
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

13

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

14

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

22



23

to entry to other foreign producers (low

. 15
elasticity of supply of other imports).
The statute requires the Commission to examine the

volume of imports, the effect of imports on prices, and

16
the 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.

Causation analysis

Examining import penetration is important because
unfair price discrimination has as its goal, and cannot
take place in the absence of, market power. The market
penetration of importé of the welded pipes and tubes under
investigation inigeased from 1.9 percent in 1983 to 4.1

percent in 1986. Import penetration is in a very low

range and is not consistent with a finding of unfair price

discrimination.
15

Id. at 16.
16

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

17
Report at Table 21.
23
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The second factor is a high margin of dumping or

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

likely it is that the product is being sold below the
competitive price18 and the more likely it is that the
domestic producers will be adversely affected. The
subsidy margin determined by the Department of Commerce in
this case was 2.18 percent ad valorem. This margin is

very low and is not consistent with a finding of unfair

price discrimination.

The third factor is the homogeneity of the products.
The more homogeneous the products, the greater will be the
effect of any allegedly unfair practice on domestic
producers. The evidence gathered duting this
investigation indicates that purchasers find the quality
of the domestic and imported products to be similar,
although somelgurchasers stated that the domestic product

was superior. Purchasers indicated that that domestic

producers enjoyed advantages with respect to lead time and

18
See text accompanying note 10, supra.

19
Report at A-60, 63-69.
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20
reliability of supply. Thus, many purchasers were

willing to pay a premium for domestic pipe and tube.

Overall, however, the products are generally substitutable.

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers'were lowering their prices to maintain
market share. Domestic prices for welded pipes and tubes

21
were up slightly over the period of investigation.

The fifthAfactor is foreign supply elasticity
(barriers to entry). If therebis low foreign elasticity
of supbly (or barriers to entry) it is more likely that a
producer can gain‘market power. The import penetration
ratio for countries other than Sweden was significant and
increased sharply from 1983 to 1985.22 Based on this
information, one would normally conclude that barriers to

entry to other countries aré low. Voluntary restraint

agreements are in effect with respect to carbon steel and

20
Report at A-60.

21
Report at Table 22.

22
Report at Table 21.

25
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certain specialty steel products, including stainless
steel pipes and tubes. However, none of the VRAs contain
a specific import limitation on stainless steel pipes and
tubes. Thus, these VRAs, while effecting the elasticity
of supply of other foreign producers of stainless steel

pipes and tubes, are not a strong entry barrier yet.

These factors must be considered in each case to reach
a sound determination. Market share is in the very low
range. The :subsidy margin is low. Prices are slightly
rising. The VRAs may restrict supply responsiveness but
they are not a barrier to entry for this product in their
current form. These factors are all inconsistent with a

finding of unfair price discrimination.

Conclusion

Therefore, I conclude that industries in the United
States are not materially injured or threatened with
material injury by reason of subsidized imports of

stainless steel pipes and tubes from Sweden.

.26
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ADDITIONAL VIEWS OF VICE CHAIRMAN ANNE E. BRUNSDALE

Stainless Steel Pipes and Tubes from Sweden
Investigation 701-TA-281 (Final)

April 3, 1987

I find that the domestic stainless steel pipe and tube
industry is not materially injured or threatened with material
injury bybreason of imports from Sweden. I concur with my
colleagues in the majority regarding the following issues in this
case: like product, domestic industry, condition of industry,

1
and threat of material injury. I offer these additional views

to explain my analysis of causation.

In determining whether the domestic industry is materially
injured "by reason of" subsidized imports, the Commission is to
consider, among other factors, the volume of the imports subjeqt
to investigation and the effect of these imports on prices for

2
the like product and on the domestic industry.

1

As explained in note 21 in the majority opinion, I have
grave reservations about the finding that the domestic
industry is materially injured in this case. However,
assuming material injury, I proceed to the issue of
causation. :

2
19 U.S.C. sec. 1677(7) (B).

27
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In this investigation it is clear that imports from Sweden
are not a cause of material injury to the domestic industry. One
indicator of the lack of a significant causal relationship is the
fact that the financial condition of the domestic industry has
steadily improved even though imports from Sweden have increased
their market share. This strongly suggests that whatever effects
subsidized imports may have had, they have not had a material
effect on the domestic industry.

Subsidized imports also have not had a significant effect on
domestic prices. Domestic producer prices of several products
actually increased when prices of the Swedish products
declined,3 and domestic prices remained relatively stable when
import prices fluctuated.4

The lack of a close relationship between domestic and import
prices is due, in part, to long'lead times, large order si:zes,
and large inventory requirements associated with importing the
Swedish product. This means that there is not a one-for-one

price effect caused by sales of the subject imports. That is, a

discount of one dollar offered by an importer will not translate

3
Report at A-55, Table 23.

28
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5
into a one dollar impact on domestic prices. This low
price~induced substitutability is even further accentuated by the
loﬁ‘market share of the subject imports and by the low subsidy
rate ih this case.

\

The import penetration of the subject imports increased but
was :elatively low throughout the period of investigation.6 In
1983, Swedish welded pipe and tube accounted for only 1.9 percent
of‘domestic consumption. In 1986, the ratio increased to 4.1
percent,_7 With such small penetration ratios the subject
imports would have a significant effect on domestic prices only
if domestic demand and domestic supply were both highly
insensitive to price. 1In this case available evidence _indicates

that domestic supply is moderately sensitive to price, not highly

5
See e.g., Posthearing submission of Freeman, Wasserman
and Schneider at 13-17 (Mar. 5, 1986).

6 .
For a discussion of the role of the import penetration in
assessing harm to a domestic industry, see Memorandum from
the Office of Economics, EC-J-010 (January 7, 1986), at
29-310

7
While the Commission's data base was the best available
and represents an estimated 85 percent of domestic
shipments, not all domestic producers responded to the
questionnaire, thereby resulting in an understatement of
domestic shipments. Therefore, Swedish imports actually
accounted for less than 1.9 percent of domestic consumption
in 1983 and actually rose to somewhat 1ess than 4.1 percent
n 1986.

29



30

8
insensitive to price.

The subsidylrate in this case also indicates that the
subject imports would not have a significant effect on domestic
prices.9 The rate found by Commerce is very low, only 2.18
percent ad valorem. At a maximum, the adverse effects on
domestic prices from such a subsidy rate is 2.18 percent. For
this maximum to be achieved, it is necessary for the imported
product and the domestic product be perfect substitutes. As I
have explained above, the two products are not expected to be

perfect substitutes. Accordingly, the adverse effect_on domestic

prices is very small, considerably less than 2 percent.

8
Memorandum from the Office of Economics, EC-K=-111, at 4
(March 24, 1987).

9

The recent opinion of the Court of International Trade in
Hyundai Pipe Co., Ltd., et al. v. U.S. International Trade
Commission, et al., Slip Opinion 87-18 (February 23, 1987),
makes clear that it is appropriate for the Commission to
consider the magnitude of the subsidy or dumping margin in
assessing causation. 1Indeed, there is substantial support
in the legislative history for the proposition that the
Commission should consider the subsidy or dumping margin in
every case. The House Report to the Trade Act of 1979
states: "for one type of product, price may be the key
factor in determining the amount of sales elasticity, and a
small price differential resulting from the amount of the
subsidy or the margin of dumping can be decisive; in others
the margin may be of lesser significance." H. Rep. 317,
96th Cong., lst Sess. 47 (1979) (emphasis added). The
Senate Report contains almost identical language. S. Rep.
No. 249, 96th Cong., 1lst Sess. 88 (1979). See also H.R.
Rep. No. 317 at 55; S. Rep. No. 249 at 57-58.

30
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Finally, I note that the nonintegrated U.S. producers have
shown particularly significant improvements in both net sales and
operating income at the same time as imports from Sweden
increased and prices of some Swedish products declined.lo Even
assuming that there was material injury to the industry as a
whole, including both integrated and nonintegrated producers, I
cannot ignore the difference in performance when assessing the
impact of imports from Sweden;ll If the imports from Sweden
were a cause of material injury, I would expect similar trends
from both types of domestic producers. The divergent trends
indicate that other factors were responsible for the adverse
condition of the domestic industry as a whole, factors peculiar
to the integrated producers.

Based on the foregoing analysis I determine that imports of

welded stainless steel pipes and tubes from Sweden are not a

cause of material injury to the domestic industry.

10
Report at A-29.

11

The data on financial performance is incomplete. The
firms that did not respond to the questionnaire were
nonintegrated producers and indications are that they were
generally profitable. Thus, the disparity in performance
was likely more marked than indicated in the Report. Id.

31
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Additional Views of Commissioner David B. Rohr on Causation.

o

This investigation of the welded stainless steel pipe and tube
industry is not the first occasion on which the Commi551on has been

called upon to evaluate the impact of pipe and tube imports on domestic

P : R T . 3

pipe producers. In many of the recent past investigations involving the
domestic pipe and tube 1ndustry, I have found 1mprovements in the
performance of the spe01fic industry, but concluded that the level of

improvement was insuff1c1ent to Justify a finding of no 1njury _/ In

many of those investigations I found that unfairly traded foreign imports

1

were a cause of the material injury to the domestic industry, or

alternatively that, in the context of a vulnerable industry, imports

posed a real and imminentvthreat ofhmaterialrinjury However, I have
required that regardless of the injury finding, there be sufficient
evidence of a causal nexus between any such injury and the 1mported
product under investigation | In the instant investigation although I
find that the domestic industry continues to experience material inJury,

)

I do not find that this injury is by reason of the subject imports from

’

Sweden.

1/ 1In previous decisions, I have maintained that a finding of material injury
should not be based on any: fixed period.of improvement nor on any given
minimum level of profitability. See Certain Welded Carbon Steel Pipes
and Tubes from the Philippines and Singapore Inv. Nos. 731-TA-293, 294,
296 (Final), USITC Pub. 1907 (November 1986) at 9, "There is no
established minimum period of improved performance by. which to determine
whether such ’‘recovery’ has occurred. However, the data in these
investigations indicate ‘that the industry. has experienced an established
trend of improved performance. Considering the trend and its timing
relative to the existence of the subject imports, we find no causal nexus
between the imports and the condition of the domestic industry, nor do we
find that imports threaten the domestic industry." 13
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In making this determination I considered, as the Commission is
statutorily required to do, the volume of imports, the effect of these
imports on domestic prices, and the impact of imports on domestic
producers of the like product. In analyzing the significance of the
volume of imports, I considered both their absolute volume and their
volume in relation to the market. In examining the effect of imports on
prices, I considered bothAdomestic and import price trends and the
underselling that occurred in the market. To evaluate the impact of
imports on:Che domestic industry, I considered both the volume and price
of imports in the context of the market conditions during the period of
investigation.

Of particular significance to me in analyzing the conditions of the
market is the structure and performance of the domestic industry. Given
the current levels of output and profitability, the overall performance
of the domestic welded stainless steel pipe and tube industry does
warrant a finding of material injury. With respect to causation,
however, the qualitative dimensions of this performance, the degree and
breadth of injury, the stfucture of the industry, and the conditions of
competition present in this investigation have a demonstrable effect on
market conditions. When the subject imports are considered in the
context of these conditions, no causal nexus is established.

The current performance of the industry thus directly affects the
way in which causation must be analyzed. As I noted recently, "The
Commission’s analysis must be based on what is actually happening in the

market, at the time it makes its determination." 2/ Causation must be

34

2/ Cold-Rolled Carbon Steel Plates and Sheets from Argentina, Inv. No.
731-TA-175 (Final-Court Remand) Views of Commissioner Rohr at 66
(Argentine Steel).
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analyzed specifically in the context of the trends in industry
performance durisg the period of investigation and will be analyzed
differently if this performance is improving or deteriorating. 3/

The welded stainless steel pipe and tube industry has not attained
the levels of performance experiénced before its 1982 declines. However,
during the period of investigation, domestic production, capacity .
utilization, and shipmenté demonstrated improved performance. 4/
Furthermore, during the period under investigation the industry made
tremendous and continuous financial gains, with gross profits nearly
tripling from $4.7 million to $13 million, and operating income margins
rising from negative 7.7% to 1.5%. 5/ These conditions differ from those
of similar industries in previous investigations where the Commission
found material injury characterized by fluctuating or worsening

performance. 6/

3/ This does not mean that an improving industry cannot be materially injured
by imports or that a deteriorating industry is always affected by
imports. The Commission must analyze what actually happened, not what is
theoretically possible to have happened. I merely make what I believe to
be an obvious point, that the volume price and marketing of imports may
have different effects in each situation.

4/ See Views of Chairman Liebeler,.Vice Chairman Brunsdale, and
Commissioner Rohr, supra at 8-9.

5/ The financial data in this investigation are understated, as discussed
below , pp 10 -11, supra. This understatement is due to the extraordinary
circumstances in the operation of the industry and limitations on our
information gathering that affected our reported data.

6/ See Stainless Steel Sheet and Strip from Spain, Inv. No. 731-TA-164
(Final) USITC Pub. 1593 at 20 (October 1984)(Spanish Steel)(The
Commission found the industry in an "accelerating downturn.") 1In Certain
Welded Carbon Steel Pipes and Tubes from the People’s Republic of China,
(Footnote continued on next page)
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It is in the context of these conditions that I have examined the
role of imports. The first element in my analysis involves the volume of
’imports. There was an increase in both the absolute volume of Swedish
imports and their share of the U.S. market between 1983 and 1986.
Swedish market share increased from 2% to 4% of total domestic
consumption. 7/ This increase is certainl& not insignificant, but it
must be considered in the context of the many changes that occurred in
the market over the period of the investigation.

Throughout the period of investigation, domestic consumption of
welded stainless steel pipes and tubes increased by more than 8000 tons,
while Swedish imports increased 1600 tons. Although the increase in
Swedish import volume over the period of investigation was nearly 20% of
the increase in domestic consumption for this period, as a percentage of
total U.S. imports, those from Sweden decreased. Thus, while the
significance of Swedish imports was increasing according to some volume
measures, it was relatively small and even decreased by other measures.

There is no question that import volumes, such as those in this
investigation, could adversely affect an industry to the extent that

they are a cause of material injury. However, I am not directed to find

(Footnote continued from previous page)
Inv. No. 731-TA-292 (Final) USITC Pub. 1885 at 7(August 1986), the
Commission noted that "one quarter of improved performance is not
sufficient to indicate the economic recovery of this long-depressed
industry." 1In the instant investigation, by comparison, the industry has
demonstrated four years of significant improvement.

7/ 1In this investigation, the market share of Swedish imports is overstated.
The Commission was able to obtain less than 85% of the domestic industry
shipment data. Thus the market share of Swedish imports is at lemst 15%
lower than stated.
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whether imports could have had such an effect, but rather whether

they did have such an effect. The relevant consideration is whether

the actual volume of imports in a given investigation, on a particular
industry and under the prevailing market conditions, has caused material
injury. There is no threshold volume which defines this causal
relationship.

The .second element in my analysis is a consideration of the effect
of imports on domestic prices. The price data collected during the
investigation provide only an incomplete picture of pricing trends, but,
given the available data, Swedish imports were not a price leader in the
domestic welded stainless steel pipe and tube industry. 1In fact, as
discussed below, Swedish imports had no discernable effect on domestic
prices between 1983 and 1986.

Domestic prices remained relatively stable throughout the period
under investigation. Neither the Swedish import prices nor the U.S.
product prices showed any consistent trend upward or downward. Both sets
of prices increased and decreased during the periéd under investigation,
but did not show any clear relationship to each other. In the one
product category for which price trend comparisons were possible, the
prices of the U.S. product increased by almost 4% from January 1985
through September 1986, while prices of the Swedish product fluctuated
but generally remained above their initial period value. The price index
for the domestic product then fell by about 5% in the last quarter of
1986. However, the price of the comparable Swedish imports increased
during this same quarter. This absence of any price trend relationship

between the Swedish imports and the domestic product was also found in
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other product classes where more limited price data were available.

Consequently, I find no evidence to support the conclusion that lower

priced Swedish imports had a significant negative effect on domestic

prices.

I have also considered underselling in order to discover evidence

of possible price effects from the sale of the Swedish imports. Swedish

imports did consistently undersell the U.S. product. Absent

corroborative inferences from other factors, such as the price trends

discussed above, underselling is, at best, a limited indicator of

causation. Further, given the available data in this investigation, I

have given relatively less weight to underselling than to other factors.

8/ As I noted in Argentine Steel:

Price comparisons will be better and entitled to greater weight
when: (a) there are a greater number of comparisons; (b) the
transactions are more representative, i.e. there are many
transactions in each comparison, there are uniform conditions, such
as geography and purchasers, and there are more nearly identical
products being compared. 9/

In this investigation, there were a limited number of price

comparisons for any one product category, and significant differences

were found between prices in various geographic regions. Finally,

although the domestic product and the imported product are relatively

See Maine Potato Council v U.S., 613 F. Supp. 1237, 1244 (1985).

See also S. Rep. 349, 96th Cong., lst Sess. 88 ("the significance to

be assigned to a particular factor is for the ITC to decide"); and H.R.
Rep. 317, 96th Cong., 1lst Sess. 46 (1979)(the significance of the various
factors will depend on the facts of each case).

Argentine Steel at 67-68. 38
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fungible within given grades and sizes, there are customer preferences
and lead time differences, as discussed belpw, that support a price
premium for the domestic good and partially limit the commercial
interchangeability of the fbreign and domestic products. These
considerations do not negate.the validity of price comparisons, but
suggest that their importance in ﬁhis investigation is relatively less
than in other investigations where the factofs‘I applied in ﬁhe Argentine
Steel decision were strongér.

Furthermore, our investigation of the pefitioner's lost sales and
revenue aliegations were inconclusive in establishing any price effect.
The Commission staff was able to contact purch;sers involved in four of
the petitioner’s lost sales allegations and in one of the petitioner’s
lost revenue allegations. Three of these five ailegations involved the
same purchaser. In two, this purchaser could not recall making the
specified purchase, alth&ugh he did admit that Swedish imports were one
(although not the major) of his sources of supply, and that if the
purchase had been made it would have been because of the lower price of
such‘imports. In the other tﬁo lost sales allegations the purchasers did
admit to purchasing because ofia lower ﬁrice. Thesé allegations did not
involve a significant percentage of‘sales of the Swedisﬂ product.
Although the lost sales allegations in this investigétion represent the
strongest argument for an impact as a result of impofts, in light of the
other factors I have considered these allegations are insufficient to
establish the requisite causal nexus.

Our investigation of lost sales and revenues provides additional

information which I consider critical in an analysis of the role of
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imports -- the degree of head-on commercial competition between the
Swedish product and the domestic product. Although the products are
generally comparable in quality, important differences in
order-lead-times significantly reduce the substitutabflity of the
imported product for the domestic product. In addition, factors such as
"buy America" provisions, customer loyalty, and reliability of supply
shape customer preferences and limit the market for the Swedish product.
These differences suggest that there is a strong preference for the
domestic product and a limit to the ability of Swedish imports to have an
injurious impact on the U.S. industry.

The limited commercial interchangeability between the subject
imports and the domestic product also curtails the extent to which
domestic purchasers will rely on Swedish imports for supply. In
addition, the longer lead times associated with the Swedish product
require domestic purchasers to maintain'large inventories at a higher
cost. Further, the purchaser’s need for assured supply of pipes and
tubes as a raw material appears more important thén minor differences in
price between suppliers. Finally, none of the purchasers.contacted by
the Commission staff was an exclusive purchaser of Swedish imports, nor
were Swedish imports the major source of their supply. All relied
primarily on domestic producers and considered Swedish imports as a
supplementary source.

In the final analysis, hpwever, it is neither the volume nor the
price effect of imports in ghe abstract that establishes a causal nexus,
but whether they have had a material impact on the performance of the

industry. Despite the underselling and increases in both import volume
40
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and market penetration of the Swedish product, the domestic industry has
c§n§inued to improve significantly. This fact must be relevant to any
'caus;tiqn analysis. In a previous steel investigation, the Commission
concluded:
It is our view that, absent other significant evidence of
causation, .. .market penetration is insufficient to support a
finding of material injury by reason of...imports...in the context
of current conditions facing the domestic...industry." 10/
Further, when considered within the context of the relatively small
volumes of imports from Sweden, the underselling in this investigation
was insufficient to injuriously impact domestic producers.

- Each of the major indicies of domestic industry financial
performance increased throughout the investigation. Net sales of the
‘domestic product decreased between 1983 and 1§8h, but then incfeased
between 1984 and 1985.° Comparing the interim periods ending September 30
of 1985 and 1986, net sales continued to increase. Throughout the period
of investigation, and into the interim period, the cost of goods sold as
a percentage of net sales (COGS margin) declined.A The general, selling,
and administrative expenses as a percentage of net sales (GSA margin)
fluctuated, both increasing and deéteasihg during the period of
investigation. Changes in this margin may partially account for lower
domestic industry profitability. Nonetheless, throughout the
investigation period gross profits, net operating income, and operating

income as a percentage of net sales (operating income margin) increased

consistently. In addition, the asset valuation of the domestic industry

- 10/ Cold-Rolled Carbon Steel Sheet From Brazil, Inv. No. 731-TA-154 (Final),
USITC Pub. 1579 at 7 (September 1984).
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and the ratio of operating income to gross assets both increased between
1983 and 1986. buring the interim period both the operating income
margin and the ratio of operating income to assets turned positive for
the first time since before 1983.

I find also that these advances are understated due to the nature
and quantity of the data obtained in this investigation. In past
investigations, the Commission has noted a significant distinction
between the performance of the integrated producers’ operations and the
performancg of the non-integrated producers’ operations. In each
instance, the operations of the non-integrated producers as a group were
substantially more profitable than those of the integrated producers.

The Commission has acknowledged this disparity but recognized it would
not be proper to consider financial improvements in a small part of the
industry as justification for conclusions applicable to the industry as a
whole. The situation in this investigation differs.

In previous steel investigations a majority, or a near majority, of
the industry comprised integrated producers. In the current
investigation, integrated producers comprise a rapidly declining portion
of industry shipments, in 1986, accounting for only 21% of the industry,
11/ and the performance of this 20% has been substantially worse than
that of the non-integrated segment of the industry. The net sales of the
integrated producers declined by nearly 18% between 1983 and 1985,

compared to an 8% increase for the non-integrated producers which

11/ This data is further overstated by at least 15% due to the incomplete data
of the non-integrated producers. 42
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reported data to the Commission. Operating income and operating margins
increased for boﬁh types of producers. However, the non-integrated began
to show profits in 1984, while the integrated producers were still
marginally negative at the end of the period of investigation.
Nonetheless, despite the inferior performance of the integrated
producers, both integrated and non-integrated producers showed consistent
improvement in income throughout the period. 12/

I have stopped short of concluding that the domestic industry as a
whole, the majority of which is non-integrated companies that are turning
profits, is not injured. However, I must note that this is an extremely
close question. 13/ Regarding causation, I find that the poor
performance of the integrated producers is not representative of the
majority of the domestic industry and that the performance of the
integrated producers distorts the overall profitability of the industry.
When the industry is viewed as a whole, taking into account this
differential performance, it is clear that the unfairly traded imports

from Sweden were not a cause of material injury.

12/ The Commission was only able to obtain financial data for an estimated 70%
of the industry (20% of which is integrated production data). The missing
30% is composed entirely of non-integrated producer’s data. It is
reasonable to assume that these non-reporting non-integrated producers
performed similar to the non-integrated producers which did report to the
Commission. The financial performance of the industry, therefore, is
significan<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>