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UNITEb STATES INTERNATIONAL TRADE COMMISSION
Washington, DC ’
Investigations Nos. 731-TA-379 and 380 (Final)
CERTAIN BRASS SHEET AND STRIP FROM JAPAN AND
AND THE NETHERLANDS
Determinations
On the basis of the record 1/ developed in the éubject investigations, the
Commission determines, 2/3/ pursuant to section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)), that an industry in the United Sfates is
materially injured or threatened with material injury by reason of imports from
Japan énd the Netherlands of certain brass sheet and strip, 4/ provided7for fn
item 612.39 of the Tariff Schedules of the United States, that have been fbuﬁa
By the Department of Commerce to be sold in the United States at less than fair

value (LTEV).

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/ Commissionérs Eckes and Lodwick determine that an industry in the United
States is materially injured by reason of the subject imports. Commissioner
Rohr determines that an- industry in the United States is threatened with
material injury by reason of the subject imports. Commissioner Rohr further -
determines, pursuant to 19 U.S.C. § 1673d(b) (4) (B), that he would have found
material injury by reason of the subject imports but for the suspension of
liquidation of entries of the merchandise under investigation.

3/ Vice Chairman Brunsdale and Commissioners Liebeler and Cass determine that
an 1ndustry in the United States is not materially 1nJured or threatened with*:
material injury, and the establishment of an industry in the United States is
not materially retarded, by reason of imports from Japan and the Netherlands of
the subject merchandise. _

4/ For purposes of these investigations the term "certain brass sheet and
strip" refers to brass sheet and strip, other than leaded brass and tin brass
sheet and strip, of solid rectangular cross section over 0,006 inch but not
over 0.188 inch in thickness, in coils or cut to length, whether or not
corrugated or crimped, but not cut, pressed, or stamped to nonrectangular
shape, provided for in items 612.3960, 612.3982, and 612.3986 of the Tariff
Schedules of the United States Annotated (TSUSA). The chemical compositions of
the products under investigation are currently defined in the Copper
Development Association (CDA) 200 series or the Unified Numbering System (UNS)
C20000 series. Products whose chemical compositions are defined by other CDA
or UNS series are not covered by these investigations.




Baékground

The Commission instituted these investigations effective February 1, 1988
(Japan), and February 8, 1988 (Nethérlands), following preliminary
determinations by the Department of Commerce that imports of certain brass
-sheet and strip from Japan and the Netherlands were being sold at LTFV within
tﬁe meaning of section 731 of the Act (19 U.S.C. §_1673). Notice of the
institution of the Commission’s investigations and of a public hearing to be
held in connection therewith was given by posting copies of the notice in the
Office of the Secretary, U.S. International Trade Commission, Washington, DC,
and by publishing the notice in the Federal Register of February 24, 1988

(53 F.R. 5474).

On February 22, 1988, Commerce published a notice in the Federal Register
(53 F.R. 5207) postponing its final LTFV determination for Japan until Juné 15,
1988; and on March 10, 1988, Commerce published a notice in the Federal
Register (53 F.R. 7771) postponiﬁg its final LTFV determination for the
Netherlands until June 15, 1988, Accordingly, the‘CQmmission published a
notice in the Fedefal Register of March 30, 1988 (53 F.R. 10301), revising its
schedule for the conduct of the investigations. The hearing was held in
Washihgton, DC, on June 28, 1988, and all persons who requested the opportunity

were permitted to appear in person or by counsel.
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VIEWS OF COMMISSIONERS ALFRED ECKES AND SEELEY LODWICK 1/

We determine that an industry in the United States is materially injured
by reason of imports of brass sheet and strip ftom Japan and the Netherlands
that the Department of Commerce (Commerce) has determined to be sold at less
than fair value (LTFV). Our determination rests primarily on declines in
production capacity, wages, employment, investment and research énd
development expenditures, and on the poor financial condition of the industry
throughout the period of investigation, notwithstanding the growth in
production and shipment data since 1985 and the fact that the industry as a
whole regained profitability in 1987. The data on the imports show that they
have remained a significant part of .the United States market in both absolute
and relative terms and that there is a general pattern of underselling of the

domestic like product resulting in price suppression and depression.

Like Product and Doméstic‘Industry

As a threshold mattgf to the Commissién’s analysis of antidumping
investigations, the Commission must define the relevant domestic industry
against which to assess the impact of the imports under investigation.
Section 771(4)(A) of the Tar}ff Act of 1930 (the Act) defines the domestic
industry as the "domestic producers as a whole of a like product, or those
producers whoseldollectiVe output of the like prodﬁct constitutes a major

! 2/
proportion of the total domestic production of that product.” = 1In turn,

1/ Commissioners Liebeler, Rohr,.and Brunsdale concur in thHese views
regarding the definition of the like product and the domestic indust:ry.

2/ 19 U.S.C. § 1677(4)(A).



"like product" is defined as "[a]‘productlthét is like; or in the absence of

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

3/

e

investigation . .
The impqgted product at issue in this investigation is "certain brass
sheet and s@rip," purrently defined in the quper_ggvelopmeng Associgtion
(C.D.A.) 200 se;ies orﬁin the Unified Numbering System (U.N.S.) C20000
series. 4/ The qcmmission,has!invgggigateﬂ the impacg of imported U.N.S.

C20000 series brass sheet and strip (the same product involved here) on the

. . . . 5/
domestic brass industry on several occasions in recent years. — . In

3/ 19 U.S.C. § 1677(10).

47 For purposes of these investigations, Commerde has defined the imported
article under investigation as follows:
The products covered by this investigation are brass sheet and
strip, other than leaded brass and tin brass sheet and strip, '
currently provided for under the TSUSA item numbers 612.3960,
612.3982, and 612. 3986 and currently classifiable under HS item
numbers 7409.21.00. 50 7409.21.00.75, 7409.29.00.50, and
7409.29.00.75. ) ' '
The chemical compositions of the products under investigation
are currently defined in the Copper Development Association (C.D.A.)
200 series or in the Unified Numbering System (U.N.S.) C20000
series. Products whose chemical compositions are defined by other
CDA or UNS series are not covered by these investigations.
The physical dimensions of the products covered by the
investigation are brass sheet, and strip of solid rectangular cross
section over 0.006 inch (0. 15 millimeters) ‘through 0.188 inch (4.8
millimeters) in finished thickness or gauge, regardless of width.
Coiled, wound or on reels (traverse wound) and cut-to-length
products are included.
53 Fed. Reg. 23296 (June 21, 1988) (Japan); 53 Fed. Reg. 23431 (June 22, 1988)
(Netherlands). ' Lo

5/ Certain Brass Sheet and Strip fiom Japan and the Netherlands, Invs. Nos.

731-TA-379 and 380 (Preliminary) (Sept. 1987)° (Japan & Netherlands

(Preliminary)); Certain Brass Sheet and Strip from France, Italy, Sweden, and
(Footnote continued on next page)




o

Japan & Netherlands- (Preliminary) at 3- 4, and prior to that, 1n France, .

Italy, Sweden, and West Germany (Finalz at 5- 10, and 1n Brazil Canada,'and

Korea (Final) at S- 9 the Commission determined that the like product

consisted of all domestically produced brass sheet and strip of the u. N S.

C20000 series. gl

The only like“product/domestic industry issue in this final investigation
was raised by Cambridge—Lee Industries, Inc . one of the respondents.
Cambridge-Lee, inter alia, purchases forty eight inch w1de Huntz metal and _
forty—eight inch w1de architectural bronze, products which are not produced infq
the United States in those widths 1/' Cambridge—Lee.urges the Commission to.

find two like products - one con51sting of the 48" width material and the'“'

v

(Footnote continued from previous page) . o :
West Germanx, Invs. Nos. 701~-TA-270 (Final) and . 731 TA 313 . 314, 316, and 317
(Final) (Feb. 1987) (France, Italy, Sweden, and West Germany (Fing_z), certain
Brass Sheet and Strip from Brazil, Canada, and the Republic of Korea, Invs.
Nos. 701-TA-269 (Final) and 731-TA-311, 312, and 315 (Final) (Dec. 1987)-
(Brazil, Canada, and Korea (Final)). The final determinations regarding
Italy, Sweden, and West Germany are currently on appeal to ‘the U.S. Court of
International Trade. LMI - La Metalli: Industriale S.p.A. v. United states,
No. 87-~03- 00560 (Italy), Granges Metallverken AB v. United States, No. o
87-03-00583 (Sweden), wieland-Werke AG v United States7 N r;87—03—0057 (West
Germany).. o T : ; Tt

6/ The primary like product question raised in those cases involved whether
to 1nclude “reroll’ thhin the scope -of the like product Reroll is medium to
heavy gauge.: brass that is.sold by a. mill to an’ independent finisher, S

so-called "reroller." Domestic brass mills also have their own finishing
_capacity. The Commission rejected arguments that rerollers not be a
constituent part of the domestic industry E.g. apan & Netherlands

(Preliminary) at 4'n, 3. No party ‘has renewed any of the arguments regarding
reroll in these final® investigations and there is no new information bearing
on the issue that would warrant reconsideration of that 'uestion ' ,

1/, In the preliminary 1nvestigation,nCambridge-Lee also argued for the
"exclusion" of mirror ‘bright stfip. ' See Japan & Netherlands (Preliminary) at
10 n.27. The Commission rejected the -argument unpersuaS1ve in the preliminary;
investigation and it has not been reiterated ‘here. o o




other consisting'of'the remaining brass sheet and strip -- and to "exclude"
the 48" wide Muntz metal and architectural bronze from its final

determination As Cambridge Lee explains

there'is a separate"like product'--brass sheet in
48" widths and more specifically architectural grade
Vuuntz metal and architectural grade: commercial bronze
in that width. Because there is no 48" brass sheet
at all, and certainly no 48" architectural grade
Muntz metal or commercial bronze, or any product
which is directly competitive with these specific
 products, produced by the U.S. brass sheet. and strip

~ industry, they should be excluded from this ’

investigation :

The argument is not persuasive. .gl

Cambridge—Lee asserts that the 48" Muntz metal and architectural bronze
differ~£rom the other brass products because:"(l)-they are interchangeable
with each‘other.but not the»broadercgroup because_of three factors.s— gize,
quality.vand the,specisl alloys involved; (2).the‘48" widths of Muntz metal

and'architecturel-bronze are used for architectural applications, including . -

8/ Cambridge Lee Prehearing Brief at 4-5

9/ As to- Cambridge Lee s argument that the 48" width imported brass sheet
and  strip -should be "excluded,” the Commission has no authority to do so. As
the Commission recently explained:
The justification for not excluding the imports is the statutory
. scheme: The imports are included within the scope of. investigation
- defined by the Commerce Department which controls the Commission's
scope of investigation. See 19 U.S.C. § 1673b(a); Sprague Electric
'Co. v. United States, 84 Cust. Ct. 260 262 (1980) (the "Commission
has no authority to refine or modify the class or kind of " ‘
merchandise found to be, or likely to be, sold at LTFV."). --Our task
under the statute is to determine whether there is a reasonable
;1ndication ‘of material . injury to- the domestic industry producing
products- “like"” -the imports under investigation'.-
Certain All-Terrain Vehicles from Japan, Inv. No. 731-TA-388 (Preliminary),
USITC Pub. 2071 at 9 n.30°(March 1988). ‘Sée also 3.5 Inch Mitrodisks and
Media Therefor from Japa Inv. No. 731-TA-389 (Preliminary), USITC Pub. 2076
at ‘20 (April '1988) .- e oo T . -




Coxr e

.building facades, lobbies, elevators, and doors "in which an aesthetic beauty

~ and uniformity of product 1s required"- lQ/ (3) they are produced on- special

i
vequ1pment and by only oné produceriin Japanband by no producer in the
'Netherlands or in the United States (except for one U. S producer who can

A'produce to 36" widths but has quality problems), and (4) they are sold through

channels catering to the architectural trade i Finally, Cambridge -Lee . |

-;maintains that the architectural preference for these products ls based on

sxze, so that if 48“ 1nch w1dth is not available, purchasers turn to other 48"

.hwidth products, 1nclud1ng stainless steel 11/ .
Petitioners argue that there should be a single like product 12/ in
'_that the domestic 1ndustry produces fully substitutable products 412/ They

',assert that although they cannot produce at the 48“ width they can produce
5:all U N S CZOOOO products, 1nclud1ng Huntz metal and architectural bronze, at
,."a variety of widths less than 48 1nches They assert that the 48" width is' |
-}only-a preference by certain purchasers and that domestically produced

“; narrower widths can be substituted for the 48" width. 14/ 15/

. Cam ari 'R:rief at 7 We note that there is
v'architectural ‘bronze. manufactured in series other than those under
-<1nvestigation here : -

'1717 g Cambridge-Lee Prehearing Brief at 6— 8

112/ g Petitioners’ Prehearing Brief at 6 8 Transcript of. the Hearing
(Tr ) at. 9 ) wee . L . .

':13/ Cf Tr at 58 (the domestic 1ndustry “can produce all the products that
are supposedly niche products produced by the importers ") :

14/ .gf Petitioners Prehearing Brief at 10 and exhibit 2

.li/ ' The domestic 1ndustry also argued that granting the requested .
. . . : (Footnote continued on next page)



'Our investigation nas revealed that the preference for the 48" materiai
is b;sed on tne fact that-construction takes rlace'in multiples of sixteen“
inches, as that is the standard distance between wall studs and similar-
supporting structures. Thus, the choice of width depends on the 1ndivxduai
architect orudesigner, but must be in widths that are multiples of sixteen
incnes. 16/ thle some purchasers wouid sutstitute other materials at the
48" width, 11/ we conclude'that the distinction between 48" width naterial
and narrower material is basedlprimarili on consumer preferences, inciuding
aesthetic.considerations, not on a lack of interchangeability in a more
technical sense. We further conclude that-tne domestic industry'can produce
Muntz metal and architectural bronze at the 32" width, if not the 48" width,
and that this 1s technically substitutable for the 48" 1mports Thus,vthe
ch01ce of 48" w1dths by consumers appears to be a matter of consumer

preference based 1n part on the number and spacing of seams, not a choxce_

driven by_technlcai considerations.

(Footnote continued from previous page)

“exclusion'" would pose a potential circumvention problem in that importers
could easily slit wide width material and sell the cut material in competition
with the domestic industry, Petitioners®' Prehearing Brief at 10, because the
cost of a slitting operation is small, about one or two cents per pound. Tr.
at 70-71. The argument ‘is misplaced: it should be addressed to Commerce
during annual reviews or at other appropriate times in the enforcement of any
antidumping orders which may issue '

1s/ EC-L-241 (July 25,1988). We can refer to this information only in
general terms as much of it was provided to the Commission in confidence by
purchasers. ' o

7/ 1d.



_ 9 _

The Court of International Trade, the Commission's reviewing court for

antidumping investigations, has cautionéd against reliance on consumer
preferences as a basis for making like product distinctions. As tne Court
recently noted, "If one has to chooseAa single basis upon which to make a like
product determination, consumer prefefences“would seem to be a poor

choice.” 18/ Moreover, we do not find that this situation provides the kind
of "clear dividing line"nbetween products that'wbula'justify'dividing United

States production into two 1ike.pboducts_ lg('gg/ :

i

18/ Asociacion Colombiana de Exportadores de Flores v. United States, Slip
Op. 88-91 at 7 (CIT July 14, 1988). In that case, the Court held that

consumer preference data in that investigation, standing alone, did not- rise
to the level of substantial evidence to support a like product determination.

19/ The Commission has stated that it looks for "clear dividing lines among
products in terms of distinct characteéristics and uses. Minor variations in
products are insufficient to find separate like products.” Color Picture
Tubes from Canada, Japan, the Republic of Korea, and Singapore, Invs. Nos.
731-TA-367-370 (Preliminary), USITC Pub. 1937 at 4 (Jan. 1987). See S. Rep.
No. 249, 96th Cong., 1lst Sess. 90-91 (1979). See also Internal Combustion
Engine Forklift Trucks from Japan, Inv. No. 731-TA-377 (Final), USITC Pub.
2082 at 5-6 (May 1988). For example, in 64K Dynamic Access Memory Components
from Japan, Inv. No. 731-TA-270 (Final), USITC 'Pub. 1862 at 6-7 (June 1986),
the Commission included all domestic DRAMs within the scope of the like
product since regardless of the density of the DRAM, the memory functions are"
essentially the same and each dens1ty performs its functions in fundamentally
the same manner. : w

The Commission, when faced with a spectrum or continuum of product, has
not separated the imported article under investigation into a number of -
separate articles nor found series of like products conforming to separate
portions of the continuum of imports. Indeed, "[t]lhe Commission has
repeatedly found a single like product where there are no clear distinctions
among domestic products.' France, Italy, Sweden, and West Germany, supra, at
10 n.21.

20/ With regard to Cambridge-Lee's argument reéarding the production
machinery used for the 48" width brass products, there is no evidence of
record that the Japanese production machinery differs in any respect from -
production machinery for the production-of brass othér than its ab111ty to ¥
roll widths larger than those being rolled by the domestic industry.
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In the prior brass sheet and strip inQestigations, including the
preliminary phase of the present investigations, the Commission found a single
like product including reroll. The Commission found that the "clear dividing
lines" for separation of domestic products into two or more like products
were not present in those cases. The Commissiqn did not determine, for
example, that certain types of brass sheet and strip from West Germany and
Sweden (a significant portion of those imports) were so different from other
brass sheet and strip due to quality and market considerations that two or
more like products would be appropriate.

Therefore, we do not believe that the differences asserted between the
48" brass products and the other brass products are of sufficient magnitude to
justify the establishment of two like prodﬁcts in these_inve;tigations.
Accordingly, we find that there is a single like produét -- all U.N.S. €C20000
domestically produced brass sheet and strip -- and that,therehis a single

industfy consisting of the domestic producers -of the like product..A

Condition of the Domestic Industry

In evaluating the conditibn of the domestic industry, the Coﬁmission
considers, among other féctors,;domestic consuﬁptionifproduction, capacity,
capacity utilization, shipments, inventories,'emﬁldyment,'and fiﬂancial

21/
performance. ——

21/ 19 U.S.C. § 1677(7)(C)(iii). 1In assessing the condition of this
industry, we have considered information pertaining to Chase Brass & Copper
Co., a petitioner in these investigations. During the first quarter of 1988,
Chase sold its principal production facility to North Coast Brass & Copper
(Footnote continued on next page)
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When the Commission examined this industry in late 1986 and early 1987,
we noted that demand for brass sheet and strip was very strong in 1984 and had
fallen sharply thereafter. As a result, almost all of the key indicators for
the industry showed significant declines during 1985 and interim 1986. 22/
In the preliminary investigations regarding imports from Japan and the
Netherlands, the Commission noted that "some-of those indicators show
improvement, pa;ticularly in the 1987 period." ggl ‘The Commission -
determined, notwithstanding these improvements, that there was a reasonable
indication of material injury. In these final investigations, some of the
24/

data show substantial improvement in 1987 and in interim 1988.

On the basis of these data, several respondents urged the Commission to

(Footnote continued from previous page)

Co. Chase constructed a new production facility at Shelby, North Carolina,
which was in production in 1987 and the first quarter of 1988. Report of the
Commission (Report) at a-13. Because the restructuring of Chase Brass's
production facilities is a development subsequent to our final determinations
on these products in late 1986 and early 1987, we find it helpful to include
information on Chase Brass in our analysis. We recognize that if the data for
Chase were excluded, certain indicators of the condition of the domestic
industry would show the industry in better condition. We have chosen to rely
on the data regarding Chase because it is part of the domestic industry and
because the data on Chase are included in certain of the aggregate data to =
which we refer in this opinion, thus permitting their nonconfidential
discussion. Even had we chosen to exclude the data on Chase, our conclualons
in this opinion would not change.

22/ France, Italy, Sweden, and West Germany (Flnal) at 10-11; Brazil,
CanadaL and Korea (Final) at 10-11.

23/ Japan & Netherlands (Preliminary) at 5.

24/ The data gathered in these investigations cover the period 1984 through
March 1988. Financial data cover the period of accounting years 1984 through
1987 and the interim accounting years ending March 31, 1987, and March 31, «&
1988. '
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determine that the industry is not experiencing material injury. 2

Moreover, we have been urged to disregard the data for 1984 because it is
beyond the Commission's traditional period of analysis, represents an
abnormally good year for the domestic industry, and is too remote in

time. 26/ The Commission does not find the argument persuasive and has
referred to 1984 data, inter alia, as a benchmark against which to examine
respondents' arguments regarding the economic health of the industry in 1987
and interim 1988. 21/ While it is true-that there have been substantial
improvements since our earlier final determinations, a review of the totality
of the circumstances does not, in our view, lead to the conclusion urged by
those respondents. 28/ Nothing in the record suggests that the structure of
the domestic industry (except for the start-up of the Chase narrow strip
facility and the changes in ownership of several firms) has changed in any
significant fashion since 1984. The production processes of the industry, the

markets it serves, and the products against which it competes (including-

substitute products), appear to be substantially as they were in 1984.

25/ E.g., Cambridge-Lee Prehearing -Brief at 9-16; Metallverken Nederiand
B.V. Posthearing Brief at 1; Tr. at 191-92,

26/ Nippon Mining Co. Prehearing Brief at 5-6; Metallverken Nederland
Prehearing Brief at 20, n.12.

27/ The Commission's reviewing courts have stated that the Commission is not
required to focus on a particular time frame in its analysis. British Steel
Corp. v. United States, 593 F. Supp. 405, 409-12 (CIT 1984); American Spring
Wire Corp., 590 F. Supp. at 1279. Cf. Kenda Rubber Industrial Co. v. United
States, 630 F. Supp. 354 (CIT 1986). :

28/ See France, Italy, Sweden, and West Germany (Final); Brazil, Canada, and
Korea (Final).
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Finally, the 1§84 datavprovide"a.moge complete.picture.of the‘businesspcvcle_r,
for'this industry L S | | R ) -

As p01nted out by respondents; domestic production, shipments, capacity
utilization, profitability, and productivity have all increased and in ’ |
several 1nstances, have achieved or surpassed 1984 levels 29/ .

Nevertheless those data do not provide a complete picture of the industry

The data on increased production, shipments, and capacity utilization
must be tempered by consideration of the fact that domestic capacity decreased
steadily throughout the period of 1nvestigation from 616 7 million pounds in
1984 to 543.2 million poundszin 1987, a decrease of'twelve percent. 32/

Data on employment and wages show irregular declines in the number of
production and. related employees, their hours worked and their wases
Although hourly wages overall have 1ncreased by 7. 4 percent from 1984 through
1987, these data mask the fact that there were significant wage concessions at
several firm ég/ | | | |

The financial performance of. the 1ndustry has 1mproved to the extent that

the 1ndustry reported net operating income in'1987 for the first time sxnce

198S5. Nevertheless, followxng net- operating losses 1n 1986 net operating

29/ - See Report at Tables. 1 3,4, 5, and 7
30/ I1d. at Table 3 Had domestic capacity remained constant..capacity
utilization over the period of investigation would have. .increased only from
73. 9 percent 1n 1984 to 75 0 percent in. 1987 not. to 85 1 percent

1

31/  1d. at Table 5
32/ E.g., Petitioners’ Prehearing Brief at Exhibit S (1 S), Exhibit 6 (1 6),
and Exhibit 7 (ﬂ 6). :
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income as'a‘percentage of net saies, uhich stood 5:6 percent in 1984 ‘was only
1. 9 percent in 1987 33/ Horeover, no firms reported operating 1osses in

1984 and four firms reported operating losses in 1987 and in 1nterim 1988.
This financial experience is reflected in the capital expenditures of the
domestic 1ndustry, which fell by more than fifty percent on an annual basis

from 198& to 1987 éi Research and development expenditures also declined

35/

«

precipitously, from $350 000 in 1984 to $28 000 in 1987
Accordingly. we determine that the domestic industry is experiencing

material.injury.

Cumulation

The Commission is required to cumulatively assess the'volume arid effects
of imports ‘subject toé -investigation from two or more countries -if -the
‘imports: (1) compete with other imports and the domestic like'product;
(2) are subject to investigation, and (3) are marketed within a reasonably
‘coincident period.‘gél' Petitioners urge ‘the Commission to cumulatively
asséss the volume and effect of the imports and respondents oppose such -

v

3
W

/ Report at Table 8.

2

/ Id. at Table 9. _

35/ Id. at a-25. We find the declines in capital expenditures and in
research and development expenditures 51gn1f1cant ‘in the context of this
industry. To the extent: ‘that some putrchasers may believe that some types of
the domestic ‘product ‘are qualitatively inferior to the imported product under
investigation, the ability to invest in plant and equipment and research and
development is particularly important to the domestic industry®s ability to

compete effectively for those purchasers
. .~k - * f

36/ 19 U.s.c. § 1677(7)(C)(iv), H.R. Rep. No. 1156, 98th Cong., 24 Sess. 173
(1984).
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The pr1nc1pal arguments raised agalnst cumulation in these final

H .-',»4

investxgations are that the Dutch product is prlmarily brass radiator strlp
sold to end—users while the Japanese material is primarily the wider sheets of
brass sold to distrlbutors;-QQ{ that the Japanese product ls dedicated
prxncxpally to the techn1cally exactlng electron1cs market' ég/ and that the
Dutchvproducts are concentratedzinnspecielized_products_ln;terms of'gau;e and
end use B | B | | . |

Although sxnilar arguments were reised in the preliminery investlgatxons,
the_Commxssion found them unpersuas1ve As we stated there' . |

' [T)here is subStentlel overlap in the'segments in

which they do serve. - The Japanese, Dutch, and
. .domestic producers are all capahle of producxng a
. wide range of products for a wide variety of users,
. including specialized users. Moreover, the fact that
i each of the countries exports some brass sheet and

: strip. products not exported by one or more of the
~others affects only a relatlvely smell number of very
o specialized products, not the broad range of brass.

. sheet and strip under investlgation here. " Finally.

' several respondents argued that the:U.S. mills do not .
produce certain of the 1mported ‘products, Again.
this .argument pertains to. very specialized sesments

- of the market, and does not show a lack of - : :

_competition ‘between the broad range of brass sheet
and strxp :

37/ E;g. Tr at 10-11- (petitloners), Hetallverken Nederland Prehear1ng
Brief at 13-19; Cambrldge Lee Prehearing Brief at 16— 17 ' .

38/ Metallverken Nederland Prehearlng Brxef at 16 Cambrxdge Lee Prehearlng
Brief at 16-17. .

39/ Tr. at 194.

A0/ Japan & Netherlandsx(Prelimineri) ?P‘6“7#~;,‘5"
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The parties to these investigations have essentially reagge:pedhthe
positionsufhéy took in théap;éiimihéff'in;es;iggtions. The infbrmation'
obtained in these final ;ﬁcéétiéati;né does nogvsuggest any need to reconéider
the qﬁestionWOf cumﬁiééioh. iﬁ ééct,:the-priqiﬁ? data show saie§ qfhghe‘A
domestié} Uutch,'éndujéﬁaneseviroaﬁcts in §1most'a;l ﬁdarters'for alﬁosg all
ﬁfaducts. AL/ | |

“Kééérdingl},‘wélégéiﬁ”;eterﬁigé to cumulatively a;séss the QolumeAand

effect of imports.

Material Injury by Reagon: of - Imports

In determining whether there is material‘ihjury»"by'reason of" the

articles subjecb;fo_inﬁestigatibh,.the Commission is directed to consider,
among othe:_fééf&?é:.g

}i)-)' the volume 6fiimports~of the=mer¢hanaise,which
- :is -the subject of the investigation,

(ii§, ‘ thefeffeét of imports of that merchandise on
prices in-the United States for like products,
and .. . A ’

(1ii)  the impact of imports of such merchandise on

-domestic.producers of like products. 42/
Although the Commigsion may consider other causes of injury, it is not to
weigh causes of injury. 43/ Rather, it is to determine whether the imports

subject to investigation are a cause of material injury, as defined by the

EFR

41/ Report at Tables 20 and 21.
42/ 19 'U.S.C. § 1677(7)(B).

43/ S. Rep. No. 249, 96th Cong., 1lst Sess. 74-75 (1979).
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statute a4/ The 1mports under 1nvestigation do not have to be the only
cause of injury nor do they have to .be the most significant cause of injury to
the industry. 4ss.

In the present investigations, certain respondents have argued that
petitioners themselves recognize that any material injury is due to ‘a factor
other than the subject imports - imports from third countries 46/ 51/

The argument is based on a "monitoring request" filed by petitioners with
Commerce in uay of this year regarding imports of U.N. S. C20000 brass from
countries not subject to investigation 48/ we take no . position on this “
. issue 52/ and find for the reasons stated below, that there is materielf‘

injury by reason of the imports that are subject to investigation

Oon a cumulative basis the absolute volume of the subject imports-

44/ 19 U S. C [ 1677(7)(&)
45/ “If the ITC finds material injury exists to an even slight contribution
from imports, the ITC may not weigh this contribution against the effects of
other factors that are not used in the determination."” Hercules, Inc. v.
United States, 673 F. Supp. 454, 481 (CIT 1987), citing Gifford-Hill Cement
Co. v. United States, 615 F. Supp. 577, 586 (CIT 1985) §gg also Britigh.

Steel Corp., 593 F. Supp. at 413

46/ E.g., Metallverken Nederland Prehearing Brief at 40-42
47/ Respondents also assert that any injury is due to the competitiveness of
the domestic producers. There is no merit in this argument in these
investigations. A competitive industry may be subjected-to material injury
just as much as a noncompetitive industry 8. Rep No 249 96th Cong., lst
Sess. 88" (1979) : .

48/ The request noted increasing volumes-of,imports‘from-those countries and
prices substantially lower than those charged by the domestic industry..

49/ We believe it would be improper to base a determination on the mére.
existence of such a monitoring request. We note that, as of - this writing, the
Commerce Department has not yet acted on the request
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increased from 1@84 through'1986 and.then declined somewhat from 1986 to 1987,
'but.remained abore 1984 import levels. 30/ However, as a'percentage of
apparent domestic consumption, the cumulated imports increased from 5.2
percent in 1984 to to 6.6 percent in 1985 and 7. 1 percent in 1986 declining
only slightly to 6.2 percent in 1987. Thus, the subject imports have clearly

maintained a constant presence'in the declining domestic market for brass
sheetaand'strip during the period of our investigationt a1/

As in earlier brass 1nvestigations, the Commission sought quarterly price
data from both the domestic producers and importers The data cover thirteen
different brass products 32/ and the period January—narch lgssithrough
January—uarch'lQéBXI As in earlier investiaations, the Commission requested

i 53/

the data on both a toll account basis and on a non—toll account basis =

In the prior investigations; we found it useful to compare the trends in

50/ ' Report at Table 14.
51/’ We note that the cumulated volume of 1mports under investigation fell by
more than fifty percent from January-March 1987 to the same .period-of 1988.
Similarly, cumulated imports declined as a percentage of apparent domestic
consumption from 6.6 percent to 2.9 percent when the same periods are
compared. Those declines are attributable .to imports from Japan. The
Japanese respondents have offered no explanation for this decline.

52/ In the preliminary 1nvestigations, the Commission gathered data on nine
different products Petitioners questioned the selection of those products in
those 1nvestigations Japan & Netherlands (Preliminary) at 8, n.19. 1In order
to obtain a more representative sample, the Commission selected thirteen .
products for these final investigations.

53/ In a toll account sale, the purchaser supplies the brass and pays the
brass mill only a fabrication charge. In the non-toll account sale, the
purchaser pays the mill for both the metal and the fabrication of the brass.
The imports at 1ssue are rarely sdld on a toll account basis because of the
transportation charges that would be involved. Report at a-38. - See Japan &
Netherlands (Preliminary) at 8.




- 19 -

toll account sales and non-toll account sales. 34/

Such comparisons were
made possible by the relative stability of thé prices of copper ana zinq” 
through 1986.A During';987,and-1988, however, the prices of copper and g}nc
fluctuated‘conéidérably,;up to seventy percent in the case.of copper. 23/
Thgs,_direct‘comparisqns,of~price trépds.for_toll account sales and for
ngn-toll account sales are of little.value in theée inveétigationsf 26/ We
noﬁe, however,Atpgt,the trends in the delivered prices for toll account sales
by QOmest;c>prbducers,show,a pattern of decline over the_period of
investigation.zgl(. |
In these investigations,_the:most significanf price data are the
ngrtqr1y>c9mparisqns between»the subject imﬁorted brass sheet and strip
products_ahd the corresponding domesgic prodﬁcté. VDirectquarterly
comparis@néhfor gon-tqll acéouht.sale; show a conéistgnt and pervasive overall
.pattern of underseliingf In the case of Jap#n; the quarterly price
comparisons show underselling in,74.of.100'instancé§ an& the margin of
underselliﬁg, although fluctﬁating'from quarter to quarter and product to

product, ranged as high as 60,5 percent.Aéﬁ/ Ih the case of the

Netherlands, the quarterly price cbﬁparisqné show underselling in 51 of 75

54/ E.g., Japan & Netherlands (Preliminary) at 9.
55/ Report at a-37. '

56/ Much of the in@iyidﬂal_daté regafding £he pricé observations are
confidential and, therefore, can only be discussed in general terms.

1/ Report at Table 16.

(V]

58/ -1d. at a-50.
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: y . S s sl s .7 59
instances and the margin of underselling being as high as 31.7 percent. 23/

The pervasive underselling has resulted in price suppression and depression.
as evidenced by the low levels of profitabiiiﬁy of‘tﬁe domestic irndustry even
during periods of strengtﬁening demand.

Respondents have alleged -- and some purchasers have confirmed -- that
the imports under investigatibn are considered to be of a higher.quality (in
terms of such factors as uniformity of cémposfﬁlon‘and tolerances) than the
domestic product equivalent, a factor that would normally imply that a price
premium would be paid. Given the pervasive pattern of underseliing described
above, we find the argument to be without merit. 9/

The Japanese respondents also aréued that their prdducté, including Muntz
metal’gnd architectural bronze, occupy specialiéed market niches and are
largely sold on bases other than priée, particularly quality. However, the
decrease in those imports during the interim period suggests that the imported

article 'is far more price sensitive than argued by respoﬁdénts. 81/ .

59/ Report at a-54.
60/ We also note that as a substantial portion of the price of any non-toll
account sale is the cost of the metal, something determined on international
commodities markets, the impact of the underselling is primarily in the
fabrication price of domestic producers.

61/ We note that similar arguments -- that the' imported products were highly
specialized products occupying specific market niches thus minimizing price
competition —- were made in the earlier brass cases, particularly the final
investigations regarding b:aés sheet and strip from Sweden and West Germany.
Nevertheless, since the imposition of the orders against imports from those
two countries, the volume of imports from them has declined very
significantly. Even more significantly, the fact that the landed, duty-paid
value of those imports has declined in proportion to the decline in volume
(Footnote continued on next page)
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Therefore, we are not persuaded that the 1mports under investigation were not

a cause of material injury to the domestxc 1ndustry

In sum, we conclude that the domest1c industry is materially injured by

reason of the LTFV 1mports from Jepan‘and the Netherlendsr-

(Footnote continued from previous page) )
suggests that there has been no overall change in the composition of the

imports. Report at Table 14. If the products were as specialized as -
suggested in the prior investigations we would expect to see unit values
rising as the product mix shifted toward the more specielized products for

which there were assertedly no domestic substitutes.
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ADDITIONAL VIEWS OF COMMISSIONER ALFRED E. ECKES

Brass SheetMandiStrip from Japan and the Netherlands
- Investigations Nos. 731-TA-379 and 380 (Final)

T

This 1nvest1gatlon prov1des the occas1on to present some more
'"addltlonal v1ews" 1ntended to encourage publlc dlscu551on of a
.number of ‘issues pertlnent to the so-called "but-for" approach
employed by certain commlssioners in making materlal injury

1
determinations.

One.problem'that continues to trouble'ﬁe-is’the renedy-oriented
.nature of the "but-for" approach. 'In a”reéent derefmination,
Commissioner Rohr and I stated that the Wbut-for" approach was
remedy—oriented,in:that it focused improperly on the degree to which
dumping oould have been:eliminated‘prior éd_buf investigation.
Speclfically,~it-is.my view that Congress had not intended the
Commissionlto make an affirmative determination on the basis that

IS

1
These additional views incorporate views I have .

expressed 1ndiv1dually or concurrently with my colleague

Commissioner Rohr in other cases. See Sewn Cloth Headwear

from the People's Republic of China, Inv. No. 731-TA-405

(Preliminary), USITC Pub. 2096 (1988) ("Headwear"),

Additional Views of Commissioner Eckes; Digital Readout’

Systems and Subassemblies Therefor from Japan, Inv. No.

- 731-TA-390 (Preliminary), USITC Pub. 2081 (1988)'("D1g1ta1
Readout Systems"), Additional Views of Commissioners Eckes
and Rohr. See also my - Memorandum CO—69 L-030 dated May 3,

1988.
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the imposition of duties would materially improve the COndition.of
the domestic industry. 2 But, in a‘Subéequent opiﬂioﬂ it was
asserted that the "but-for" approach was not remedy oriented because
it did not "ask how the fortunes of the domestic industry will be
differént if the industry no longer must compete against LTFV

imports. Instead, the "but-for" approach asks how the fortunes of

the domestic 1ndustry would have been different if the industry had
not had to compete agalnst LTFV imports." .

This appears to be a distinction Without a difference. A
Commission staff member who has been intimately involved in the
development of the "but-for" model recently stated that this
approach ig remedy-oriented because it is designed to determine the
remedial effect of the removal of the dumping margin. s

This leads to my second area of nagging concern. It has been
stated that the "but-for" approach will not, in most cases, lead to
determinations that are at odds with determinations made using the
so-called traditional approach. > ‘The Commission's voting record

since the inception of the "but-for" approach suggests that this is

2 ‘ , , .
See Digital Readout Systems, Additional Views of
Commissioners Eckes and Rohr at 51-52.

3 :
Forklift Trucks at 120-121.

4 : . ,

Statement of economist Tracy Murray at workshop on the
use of data in ITC injury analysis, sponsored by the
International Law section of the District of Columbia Bar,
July 21, 1988.

Id.
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generally true. Proponents of the "but-for" approach have, however,
also stated that the approach will be more likely to result in -
affirmative determinations in cases where the domestic industry's
performance shows improvement. ° The "but-for" approach has, in
fact, been the basie for affirmative votes in two such cases at the
preliminary stage. In the first, ’ the record showed that the
industry's operating pefformance had been'extremely positive despite
the presence of a large volume of imports in a declining
market. ° In the second case, ° the condition of the industry
showed "dramatic improvement" throughout the period of our
investigation. 0

Equally significant is another exception to the general

proposition that the "but-for" approach will usually lead to the

6 .
Id. I suspect, however, that a rigorous application of
the "but-for" approach in recessionary circumstances will
lead to more negative determinations than the tradltlonal
approach.

7 . . :
Digital Readout Systems (Preliminary).

8

Id., Dissenting Views of Commissioners Eckes, Rohr and
Lodwick. We noted that the record in this case was
unusually complete for a prellmlnary 1nvest1gatlon. Id.
at 33.

9

Light-Walled Rectangular Pipes and Tubes from Argentina
and Taiwan, Invs. Nos. 731-TA-409-410 (Preliminary), USITC
Pub. 2098 (1988). Five commissioners found that the
industry was not experiencing material injury. The
commissioner using the "but-for" approach was the only
commissioner who found the 1ndustry to be materlally
injured.

10
Id. at 9.
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same result as the so-called traditional approach. This exception
occurs where an industry is ."unprofitable and shrinking." t In
the final investigation now .before us, the domestic industry is at
most only marginally profitable following a period of poor
performance. Further, the industry's production capacity and
employment are shrinking. The use of a "but-for!" analysis to
justify any of the three negative votes in this case will suggest
that this case falls within the above exception.

My third area of concern is the-rigidity of. the "but-for"
approach by reason of its virtually monistic reliance on price
elasticities. The CADIC model; a Lotus spreadsheet designed by
staff in the Commission's Office ofl:conomicsj,,l'2 uses price
elasticity numbers to generate estimates of the import volume and
price effects of dumping. As I understand it, the CADIC spreadsheet
is designed to generate numerous price elasticity numbers not
provided by the user, prov1ded at least one elastlclty number is
known. 1 The value of CADIC as an analytlcal tool depends, of

course, on the quality of the input. Any problems inherent in the

11

See Digital Readout Systems, Vlews of Chalrman
Liebeler, Vice Chairman Brunsdale and Commissioner Cass at
21, n. 37.

12 . , _ o .
Persons wishing to obtain a copy of the CADIC
spreadsheet should contact Richard Boltuck of the Office
of Economics, telephone (202) 252 1232. -

13 _ _ : ‘
See Memorandum EC-L-159 to Commissioner Cass from
Director, Office of Economics, at 3.
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elasticities fed into the CADIC model--such as inappiicabiliﬁy'of
the elasticity to the product at issue or a lack of cbrrespondénce
between the underlying presumptions and the actual market behavior
of the industry--will percolate through the results where the model
is generating elasticity numbers derived from others.

It has been argued that there is still room for human judgment
in evaluating the results of the CADIC model. While that may be
true, there is very little room for discretion within the model
itself, as the generation of the output is left to a machine.
Further, while an operator can introduce elasticities from outside
sources into the model, 14 the underlying mathematical
relationships between the extraneous elasticity and those derived by
the template will not be the same, since they wiil likely-be based
on different underlying assumptions. Thus, leaving an important
part of the Commission's injury determinations to a machine will not
only make for imprecise results, it will reduce commissioners'
discretion by removing much of the data on which they are relying
from their direct control or observation.

Finally, I should note that I have placed no reliance on the

elasticity numbers provided by the staff in this case. In my view,

14

Unless instructed otherwise, CADIC will calculate a
number of price elasticities. For any of these, the
operator can override this automatic process by typing in
the number of his choice. '
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the methodology used to.calculate the own<price elasticity of demand
was based on ‘inaccurate perceptions of the percentage-of copper
consuméd by the brass sheet and strip industry. I am also concerned
that that elasticity was derived in large part from information
concerning a product other than the one under investigation, about
which we apparently have conflicting information. 15 Given these
problems with this particular elasticity, I have also decided not to

place reliance-on the  output of the CADIC template in arriving at my

determination.

15
Staff Briefing and Vote, July 26, 1988.
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SEPARATE VIEWS OF COMMISSIONER DAVID B. ROHR
BRASS SHEET AND STRIP
FRO

M
JAPAN AND THE NETHERLANDS
Inv. Nos. 731-TA-397 and 380

I set forth these additional views because I determine that this industry is
threatened with material injury but is not currently experiencing material injury. 1
also determine, under section 735(b)(4) of the Tariff Act of 1930, as amended, that
I would have found material injury by reason of the imports of the merchandise
with respect to which the administering authority has made an affirmative
determination under subsection (a) but for the suspension of liquidation of entries
of the merchandise.

I concur in the views of my colleagues, Commissioners Eckes and Lodwick
about the proper definition of the like product and industry in this investigation.
Further, I concur generally in the description of the condition of the industry
contained in the majority views. I disagree with Commissioners Eckes and
‘Lodwick’s ultimate conclusion with respect to present material injury only because I
cannot conclude, from my assessment of the condition of the domestic industry, that
it is currently experiencing "material injury." !

‘Evaluation of the Condition of the Brass Sheet and Strip Industry

In evaluating the condition of this industry, I am mindful that the Commission
evaluates each investigation on its own merits. However, I am also mindful of the
benefits of explaining the reasons for a change from prior decisions that I have
made about this industry. In prior investigations of this industry, I concluded that
the industry was materially injured and that imports were a cause of that injury.
In this investigation I continue to conclude that the imports under investigation are
a cause of the condition of the domestic industry. I cannot, however, based on the
facts of this investigation, conclude that it is proper to characterize the condition
of the domestic industry as one currently experiencing "material injury."

First, looking at the production related indicators, I note that there are
significant improvements in virtually all key measures of the industry’s performance.
Production, shipments, and market share, in particular, are above even the levels of
1984, which the industry acknowledges as a particularly good year. Inventories are
slightly above 1984 levels, but not significantly.?

1 That is, harm that is not inconsequential, immaterial, or unimportant. Section
771(7T)(A).

2 Inventory turnover, defined as the inventory to shipments ratio expressed as
months was .79 in 1984. increased to .91 months in 1985, increased further to 1.02
months in 1986, and then dropped to .91 months in 1987. I find the magnitude of
this change to be inconsequential.

X
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Capacity itself is down.3- This might be a negative sign, .except when
evaluated in the overall context of an industry that is mature, cyclical and in the
process of a gentle longterm secular decline.t Declines in capacity are not
unreasonable in such a situation. The production indicators do not, in my view,
lead to a characterization of the industry as one experiencing material injury.

Turning to employment indicators, again I note there is substantial
improvement in the indicators from those found to exist in our previous’
investigations. Nonetheless, in my view they remain depressed. While the number
of employees and hours worked have improved somewhat from the very depressed
1985 levels, they are very substantially below 1984 levels. On the other hand, 1987
hourly compensation is above the 1984 level while below the 1986 level. Both unit
labor costs and productivity have fluctuated upwardly. While the employment
figures overall are not inconsistent with the notion that this industry is
experiencing a secular decline, they are somewhat greater than I would expect and
I conclude that they are indicative of some injury.b

The third set of indicators of the performance of the domestic mdustry are
the financial indicators.® Net sales increased over the 4 years for which we have
data, and substantially increased over 1985. 1 note, however, that when net sales
declined between 1984 and 1985 profit margins dropped precipitously, while they
again declined from 1985 to 1986 when the profitability recovered.” There were
also substantial increases in the cost of goods sold in 1987, while the general
selling and administrative expense margin increased substantially in 1985 and
remained relatively steady since then. Capital investment and R&D expenses were
considerably lower in 1985 and 1987 than they were in 1984 and 1986.

3 Capacity figures are less probative than otherwise in this investigation because of
the ease with which capacity can be switched between the product under
investigation and other products produced at the same facilities.

4 In referring to”"secular decline," I am referring to the fact there is a long term

trend away from the use of brass sheet and strip in some of the major traditional
end uses of brass. An examplc is in the move to the use of aluminum rather than
brass in automobile engine radiators.

5 I do not believe it appropriate to try to quantify this conclusion.

8 One company incurred substantial start up expenses with a new plant in 1986.
The company was, however, unable to separately account for these start up
expenses, which significantly alter the profitability picture of the industry.
Normally, the Commission’s financial data would not include such items as start up
expenses in calculating the operating profit of an industry. It is not fair in my
opinion to include such start up costs in evaluating the operating performance of
the industry. I have decided therefore to exclude the financial data of this
company from the overall picture of the industry’s financial performance.

7 The improvement in net sales from 1986 to 1987, however, was greater than either
of the two previous changes.
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Operating profit margins, the ratio of operating profits to net sales, are
traditionally a very important measure of the profitability of industries. Because of
past cases, I note that the Commission has data regarding the profit margins for
this industry dating back to 1983.%2 For the periods for which we have gathered
data in this investigation, the profit margins fluctuated from 5.6%, 0.8%, 3.0% and
3.3%.° Another measure of profitability is return on assets.)® Beginning in 1984,
the first period for which reliable data exists this ratio fluctuated from 12.7%, to
1.46%, to 5.4%, to 7.1%.

The decision to be made about these financial indicators is whether they. are
indicative of material injury. Profitability is substantially .below that of 1984, a
particularly good year for the industry. On the other hand, profitability has
substantially improved over 1985, which was a very bad year for the industry.
Operating margins are fairly consistent for 1983, 1986 and 1987. While investment
has fluctuated considerably from year to year, gross assets increased over the
period. A further element to be evaluated is the level of profitability to be
expected of a mature industry facing an overall decline in the use of many of its
products. Putting these factors together, I conclude that, while the industry is not
very profitable, the financial indicators are not characteristic of an industry
experiencing material injury.

The question then is what picture of industry performance does one derive
taking into account all indicators, production, employment, and financial. It is
unlikely, for example that this industry will do extremely well except in the kind of
unusual circumstances that characterized 1984. It does seem likely that it could be
easily pushed into the very poor operations that characterized 1985. I certainly
conclude .-that the domestic industry is extremely vulnerable to material injury
Overall, however, I cannot conclude that it is currently expencncmg matenal injury.
I therefore make a negative finding on present material injury.

8 Some of this data is confidential. I note that the margin is of such a range that
I conclude the 1986 and 1987 data reflect normal operating profits for this industry.

9 The profitability of the industry is also slightly understated because of the
problem of a substantial number of intracompany shipments which were valued by
different companies in different ways and included in net sales. To the extent that
- they were valued at cost rather than market such sales reduce the appearance of
profitability of the industry while masking its true operating performance.

10 There are many ways to calculate a return on assets. Generally, such returns are
calculated using some measure of income over some measure of asset value. One
method would be to calculate the ratio of net income to the book value of total
assets.. This would be less appropriate for the Commission to use because it would
include in the performance of the industry the manner in which companies’ financial
managers handled their overall assets rather than just the operations producing -the
product at question. I generally look therefore to the ratio of operating income” to
original cost of assets in order to eliminate the effects of the handling of financial
assets and factors such as the different depreciation policies of companies.
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THREAT

My evaluation of whether the brass sheet and strip industry is threatened with
material injury begins with an examination of the statutory factors listed in section
771(7)(F). As I have explained in prior opinions, I view these factors as dealing
with the question of whether foreign industries have the intent and capability of
increasing their imports at price depressing or suppressing levels within a
reasonably imminent time frame. Then, taking into consideration the vulnerability
of the domestic industry, I determine whether the effects of the imports are likely
to cause the performance of the industry to fall to levels that would be properly
characterized as material injury.l -

The first statutory factor, the nature of the subsidy, is obviously not relevant
as this is an antidumping investigation.

The second factor is any increase in capacity avanlablc for production of the
goods at issue. As with domestic capacity, foreign capacity figures in this
investigation are not particularly probative on actual limits on production due to the
ease with which capacity can be .shifted between use for the particular type of

11 1 note that our reviewing court in Asociacion Colombiana de Exportadores de
Flores, et al. v. United States, Slip Op. 88-91 (Restani, J) (July 14, 1988) indicated
some concern about how the Commission deals with cumulation in the context of its
threat analysis. I have previously indicated that I do not feel that cumulation, at
least cumulation in the formal sense it is used by the Commission in the evaluation
of causation in a present injury analysis, is proper in the context of threat. What
I mean by this is, for example, that I cannot logically impute the capability of one
country to increase its exports to the United States with the.intentions (by which,
in this context I mean likelihood) of a second country to do so.

For example, Section 771(7)(F)(i)(I) requires a different evaluation of export
and domestic subsidies. This is logical because export subsidies, being dependent
upon export performance create a greater incentive to export than would domestic
subsidies. It would not be fair, in my view, to attribute the additional adverse
consequences of having been found to be benefitting from export subsidies to one
country who may only have domestic subsidies when some other country is found to
be granting such export subsidies.

Having said this, I also recognize that situations may arise in which each of
two countries might have potential impacts on the domestic industry which do not
individually threaten the industry, but which when they occur simultaneously, do
have such a sufficiently large injurious .impact. This is not formal cumulation
because I do not try to cumulate the individual components of the statutory threat
factors. I am making an individual assessment of the potential impact of each
country and only then considering joint impacts. It would be unrealistic not to
conclude in a situation in -which there are such joint impacts that the domestic
industry is not threatened with material injury. Nothing in the statute precludes
me from such a conclusion. It is perfectly consistent with the iogic of the
statutory consideration of threat. This is what I have done in the past and will
continue to do.
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brass sheet and strip here under investigation and other brass sheet and strip.!?
Capacity increased steadily in Japan at a moderate rate, about 6% for the total
period between 1984 and 1987. While a very moderate increase, it is also clear that
given the overall declines in Japanese home market sales, this increase must -be
devoted to exports, either to the United States or other foreign countries. Dutch
capacity remained stable until 1987 in which year it increased by a small amount.
Unlike the Japanese situation, Dutch home market sales did steadily increase.

The third factor involves market penetration and two considerations, rapid
increases and the likelihood that penetration will increase to an injurious level. 1
cannot characterize the increase in market penetration of either country as rapid.
Japanese import penetration did increase steadily from 1984 to 1986 before falling
slightly in 1987 and considerably in the interim period. Dutch import penetration
rose from 1984 to 1985 before falling slightly in 1986 and even more slightly in
1987. I also note, however, that 1987 figures may have been affected by the
suspension of liquidation and preliminary duties. that went into effect in September
of 1987.

The fourth factor relates to price suppression or depression. First, I note that
domestic prices rose substantially in 1987, despite the presence of the imports under
investigation. This increase is misleading however. The prices include the raw
metals price, which. is essentially a pass through on the selling price. While
difficult to gauge, it seems possible that the fabrication price, that is the price
charged for fabricating the brass sheet and strip from the basic brass did not
increase or may actually have decreased in 198718 The data also shows a
consistent pattern of underselling by the Japanese. The data for the Dutch is
mixed, showing consistent underselling for some products and consistent overselling
for others.

The fifth factor is inventories. Inventories do not appear to be a significant
factor in the marketing of this product.

The sixth factor is the presence of underutilized capacity in the foreign
industries. The evaluation of this factor is affected by the same caveats about
product mix noted above. There appears to be substantial and increasing
underutilization by the Japanese industry, while the Dutch industry is operating at
extremely high capacity utilization rates.14

12 1 do not make this point in relation to the statutorily enumerated factor of
product shifting, which is a different question altogether. I am simply pointing -out
a factor which lessens my confidence in the capacity numbers, be they for the
domestic industry or the foreign industry.

13 The evidence which indicates this is that the gross profit margin actually
narrowed in 1987. While this includes e¢lements other than raw materials,
questionnaire data shows that these other elements of cost declined between 1986
and 1987.

14 The Dutch company in this investigation is a subsidiary of a Swedish company
and Swedish exports to the United States are covered by a recently issued dumping
- duty. While counsel denied any product shifting, that is not the point. There ‘is no
evidence that the company does not possess the ¢ agabllxty of servicing customers

(continued., )



34

Evaluating all the evidence together, I conclude that the Japanese industry
could easily send substantially greater quantities of imports to the United States at
prices that would have -a significant price depressing or suppressing effect. I
further conclude that the Dutch industry could also send additional quantities of
brass sheet and strip to the United States, although in much smaller quantities than
the Japanese. Such imports will have some, though smaller price depressive or
suppressive effects than the Japanese products.

Finally, I must evaluate whether the projected effect of these imports is likely
to be injurious, that is lead to conditions in the domestic industry that would
properly be characterized as material injury. I note that the condition of the
domestic industry is extremely vulnerable to material injury. In the context of that
condition, I conclude that the projected impact of Japanese imports could easily
push the domestic industry over the line into material injury. Standing alone, the
projected impact of the Dutch imports might not have such an effect. The small
increase and the small price effects might not push even the vulnerable industry
across the line. This is, admittedly, a close question.

However, 1 do not believe that it is proper to consider the Dutch "threat" in
isolation from the Japanese "threat." Exercising my discretion, I choose to look at
the effects additively. The effects of additional low priced Dutch imports will
combine -with the effects of additional low priced Japanese imports. Given what I
believe to be the current Congressional understanding of the principles underlying
cumulative analysis, I do not believe that the marginality of the Dutch imports is a
proper consideration.’® I am therefore making an affirmative threat finding as to
both countries. h )

But For

The trade laws make one reference to a "but for" analysis. This is"in the
context of threat and provides that, when making a threat determination, I must
determine what would have happened "but for" the suspension of liquidation of
entries of merchandise from the countries subject to investigation.!® This case is
somewhat unusual in that the suspension of liquidation occurred almost 9 months
ago and affects both our interim data and more significantly our data for 1987 in
which fully a quarter of the year is subject to the effects of the suspension.

In analyzing this question, I again refer to the extremely vulnerable position
of the domestic industry. It would not have taken very much to push them into a
condition that I would describe a materially injured. I noted above that Japanese
import penetration as well as Dutch import penetration declined in 1987. Further, I

14(_ _continued)
from either facility. This would free additional production from the Dutch company
for export to the United States.

15 1 do note that the trade bill currently pending reflects some changes in these

principles with regard to small volumes of imports. This is not yet law,

16 parenthetically, I note that the existence of this provision demonstrates that

Congress understood the "but for" concept and that had they meant to use it in the
context of the analysis of present material injury, they would have done so.



35

believe that it is questionable that the domestic industry’s performance would have
been near as good as it was had not the industry picked up the full amount of the
increase in sales from the decline in imports from other countries whose sales were
affected by recent countervailing duty and antidumping duties. In this context, I
believe that the change in volumes would have been sufficient to push the domestic
industry over the line into material injury. I conclude that material injury would
have occurred but for the suspension of liquidation.

Elasticity

I believe that a final word is necessary with respect to the elasticity estimates
which were produced by the Commission in this case. I did not rely on such
estimates at all in making my determination because I concluded. they were not
based on reliable information. In particular, the demand elasticity estimates for
brass sheet and strip deserve special note. The price elasticity of demand was
estimated in this case through an innovative practice of reverse derivation from the
price elasticity for refined copper. Needless to say, this investigation involved a
particular product, a type of brass sheet and strip which is a subset of all brass
sheet and strip, which is a subset of all brass products, which is one subset of the
uses of refined copper.

Refined copper was not under investigation. The Commission did not collect
any information about refined copper. No information about refined copper was
subjected to the rigorous scrutiny of our own investigation or by the parties.
Nevertheless, such information was essential to the method used to derive the
elasticities. : .

The derivation of the elasticity for brass sheet and strip rested on the
conclusion that there is a very low elasticity for copper wire (of the kind used in
housing because building codes require the use of copper in such applications) which
accounted for 70% of the use of refined copper; that 2% was used in miscellaneous
residual uses (which is insignificant in terms of the formula); and that the
remaining 28%, which was assigned to the brass sheet and strip here under
investigation, must, by operation of the formula, have a high elasticity.

Now, there is generally available information from a variety of sources,
including government sources, in which I include the Commission’s own investigation
of unwrought copper in 1984,17 which indicates that 70% of refined copper goes to
a class of industry called "wire rod producers" and 28% goes to "brass producers."!8
These same sources, however, also indicate that only approximately 25% of the
refined copper consumed in this country is used in electrical and electronic
applications. This is the category of use that includes all types of wire including

17See Unwrought Copper, Report to the President on Investigation No. TA-201-52
Under section 201 of the Trade Act of 1974, USITC Pub. No. 1549, at A-16. This
same information appears to be generally accurate for more recent time periods
based on information from the Copper Development Association and the
Commission’s own commodity experts.

18 This is obviously a simplified breakdown of consumption made for illustrative
purposes. For example, if we have only wire rod producers producing wire, and
brass firms producing brass products, who makes copper pipe? Who makes the other
products made of pure copper?
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both housing wiring and telecommunication type copper wire (which accounts for
roughly 8% of total consumption or roughly a third of the approximately 25% used
in electrical and electronic applications).

These figures suggest that, at the very least, the market for refined copper is
extremely complicated. Even if the relative volumes were correct, is it proper to
assume a low elasticity for the entire 70% of copper used by wire producers when
the factors leading to the assumption of a low elasticity affect only one portion of
the eventual use of such wire, that is, in the building market affected by building
code considerations? Even if one excludes the possibility that the 70% figure
excludes other semifinished uses of refined copper and applies only to wire, we
know that some percentage of wire is used in such applications such as power
transmission and telecommunications in which there is considerable substitution for
other materials such as aluminum wire (on which we have an ongoing investigation)
and fiber optics.

The same considerations affect the 28% of copper assigned by the formula to
the product under investigation. Even if, based upon the data in this investigation
it appears that upwards of 90% of all brass sheet and strip is accounted for by the
product subject to this investigation, we know, for the Commission has undertaken
investigations of other brass products in the past, that there are brass products
other than brass sheet and strip. What we do not know, because it was not subject
to investigation, is what percentage of all brass products is accounted for by brass
sheet and strip. There is no basis therefore for assuming that all of the 28% of
copper used in brass goes to the products subject to this investigation.

Simplifying assumptions, such as those used to create the elasticities in this
investigation, may be acceptable for academic exercises, but they are hardly
appropriate for use in a legal proceeding such as an investigation before this
Commission. v '
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DISSENTING VIEWS OF ACTING CHAIRMAN ANNE E. BRUNSDALE
AND COMMISSIONER SUSAN LIEBELER

Certain Brass Sheet and Strip
From Japan and The Netherlands

Inv. Nos. 731-TA-379 and 380

July 29, 1988

Based on the record in these investigations, we find that.the
domestic brass sheet and strip induétry is not materially
injured or threatened witﬁ material injury by reason of
dumped imports from Japan and The Netherlands. We concur '
with Commissioners Eckes and Lodwidk}s définitions of like
product and the domestic industry and their views on
cumulation. Our views on the condition of the domestic
industry, causation, and the threat of material injury are

set out below.

Condition of the Domestic Industry

The Commission's consideration of the domestic industry'é
condition generallyAfocuses on opefating and financial
data.l/ 1In this case, we interprét these data differently
from our colleaguesvand conclude that the current condition

of the domestic industry is strong.-

1l/ Specifically, the Commission looks at production data
(production, capacity, capacity utilization, shipments, and
inventories), employment data (number of production workers,
hours worked, compensation, and productivity), and financial
data (net sales, cost of goods sold, operating income, and
return on assets). See 19 U.S.C. 1677(7)(C) (iii).
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Looking at production data first, domestioﬁproduCtion of
the brass sheet and sfrip uoder invegfigarion ihoreased from
456 million pounds in 1984 to 462 million pounds in 1987.2/
Over the same period, capacity fell from 617 million pounds
to 543 million pounds,3/ and, ‘largely as a result, capacity
utilization rose from 74 percent to 85 percent.g/ Domestic

shipments also 1ncreased, r1s1ng from $319 mllllon to $350

million 5/ and from 456 mllllon pounds to 471 mllllon

2/ See Report at a-16 (Table 3). .Production declined from
456 million pounds in 1984 to 382 million pounds in 1985,
then recovered to 405 million pounds in- 1986 and surpassed
the 1984 level in 1987 by 1ncrea51ng to 462 million pounds.
Id. This upward trend continued in 1988, when first quarter
productlon hit 120 million pounds, up from 118 mlllion pounds
in the first quarter of 1987. 1Id.

3/ Commission staff urged caution in interpreting the
capacity fiqures in this investigation, because changes in
capacity could result from changes in the product mix between
brass sheet and strip and other products manufactured on the
same equipment, such as copper sheet and strip, as well as
actual dismantling of production equipment. See Report at a-.
15. Domestic producers did indicate.at the Commission’ -
hearing, however, that they have "eliminated obsolete .
equipment and plants™" -over the period of investigation. See
Transcript at 18. Thus, although it appears that domestio
producers took steps during the :course of the investigation
to streamline production and reduce outmoded capa01ty, we
will not draw .that conclusion here. .

4/ See Report at a-16 (Table 3). An 85 percent capacity
utilization rate indicates to us that this 1ndustry is
currently operating in a very healthy position.

§/ See Report at a-17 (Table 4). This upward trend continued
in 1988. The value of first quarter 1988 shipments stood at--
$110 million, compared with $83 million in the first quarter
of 1987. Id. These 1987 figures are especially noteworthy, -
because the domestic industry indicated that 1984 was an ' '
exceptionally good year. See Report at a-15. Almost all
1987 indicators exceed those achieved in 1984, which parties
characterized as an "exceptlonally googd" year.
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pounds.6/ Finally, inventories remained at a steady and low
level throughout the period of investigation.7/ Thus, the
majorify of the production indicators show that the domestic
industry is not currently experiencing material injury.

Turning to employment data, the number of workers
producing C20000-series brass sheet and strip declined
sharply in 1984-85 and then remained relatively stable.8/
Total compensation fell by 5 percent over the same period.9/
However, the hourly wage paid to these workers increased by 7
percent between 1984 and 1987,10/ and the output per worker
increased by over 17 percent.ll/

The financial information available on this industry
also suggests an absence of material injury. Net sales

increased from $344 million in 1984 to $352 million in

6/ Id. The volume increased in the interim period as well,
rising from 121 million pounds in the first quarter of 1987
to 125 million pounds in the first quarter of 1988. Id.

7/ Id. at a-18. Inventories stood at 30 million pounds in
1984, equivalent to 6.6 percent of domestic shipments.
Inventories were slightly higher in 1987, at 36 million
pounds, equivalent to 7.6 percent of domestic shipments. Id.

8/ See Report at a-19 (Table 5). 1In 1984, there were 1,745
workers. This figure dropped to 1,435 workers in 1985, then
rose slightly to 1,472 workers in 1986 and 1,481 workers in
1987. Id. ‘

9/ See Report at a-19 (Table 5). Total compensation dropped
from $57 million in 1984 to $54 million in 1987.

10/ Id. The hourly wage increased from $11.77 in 1984 to
- $12.64 in 1987. :

.11/ Id. .Output per worker jumped from 122.3 pounds per hour
in 1984 to 143.3 pounds per hour in 1987.
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1987,12/ and from $84 million in the first quarter of 1987 to
$110 million in the comparable period of'1988.13/ Operating

income was positive throughout the period, with the exception

Of 1986 **kkhkhkhkkdkkhkdhhkdhhkhkdhdhdhhdddhhddhddhhdddddhdhihdhhkhdka

************************************************.14/

Operating income improved throughout 1987‘and the first
quarter of 1988, rising to $7 million in 1987,'and increasing
from $1.3 million in the'fifst quarter of 1987 to $2.2
million in the first quarter of>1988.;§/

Consideration of the above factors leads us to conclude
that the industry is not materially injured. Production
indicators are up, the industry has become more efficient,
workers' pay increaséd, net sales are up, and operating
~income is positive and rising. Becausé we believe that it is
important for the Commission to consider both the health of
the domestic industry and the effect of imports on the
domestic industry, we now move to consideration of the effect
of unfair imports on the domestic brass sheet and strip

industry.

n

ee Report at a-24 (Table 8).
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Material Injury Caused by Dumped Imports

our analysis of‘causation is different fromdthat of our
colleagues who rely'primarily on trend analysis. Although we
do use trend anaiysis-to examine the condition of ther
domestic industry,:as in this case, we find that trend.
analysis does not ellow ﬁs to.separate the-effect_or-dumped
imports from'thevmany other factors that affect the domestic
industry We therefore generally draw oh'elementary, well-
accepted tools of economics to help us assess the market for
the product in- question, the ability of domestic producers to
respond to changes ;n market conditlons, and,the_effects'of

the dumped-imports on‘domestic producers.l16/

Import Voiumes,‘Market Penetration, andfthe Dumping Margin
The first step .in this analysis is to consider the absolute

level of unfair imports in the domestinmarket,dtheir market

16/ A more thorough discussion of the use of elasticities is
contained in Internal Combustion Forklift Trucks from Japan,
Inv. No. 731-TA-377 (Final), USITC Pub. 2082, at 66-83 (May
1988) (Additional Views of Vice Chairman Anne E. Brunsdale)
[hereinafter cited as Forklift Trucks]; see also Color
Picture Tubes from Canada, Japan, the Republic of Korea, and
Singapore, Inv. Nos. 731-TA-367~-370. (Flnal), USITC Pub. 2046,
at 23-32 (December 1987) (Additional Views of Vice Chairman
Anne E. Brunsdale) [hereinafter cited as Color Picture
Tubes]; Cold-Rolled Carbon Steel Plates and Sheets from -
Argentina, Inv. No. 731-TA-175 (Final) (Second Remand), USITC
Pub. 2089, at 31-51 (June 1988) (Additional Views of Vice
Chairman Anne E. Brunsdale). The Court of International
Trade has also discussed with approval the use of :
elasticities. See Copperweld Corp. v. United States, No. 86-
03-00338, slip op. 88=-23, at 45-48 (CIT Feb. 24, 1988); USX
Corp. v. United States, 12 CIT __, slip op. 88-30, at 19

(March 15, 1988); Alberta Pork Producers' Marketing Board v.
United States, 11 CIT , 669 F.Supp. 445, 461-65 (1987).
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penetration, and the margin of dumping as measured by
Commerce. In the 1984-87 period, dumped brass sheet and
strip imports increased by only 5 percent when measured by
quantityl7/ and by 8 percent when measured by value.;g/ over
the same period, the market share of those imports increased
from 5.2 percent to 6.2 percent of U.S. consumptionzwhen
measured by quantity,19/ and from 7.2 percent to 8.6 percent

when measured by value.20/ These shares not only are not

17/ See Report at a-35 (Table 15). Japanese and Dutch
imports totaled 34_million'pounds in 1984, 35 million pounds
in 1985, 38 million pounds in 1986, and 35 million pounds in
1987. Id. Of this overall flgure, the Japanese’ producers
supplied 18 million pounds in 1984, 19 million pounds in
1985, 23 million pounds in 1986, and 20 million pounds in
1987. The Dutch supplied 16 million pounds in 1984, 15
million pounds in 1985, 15 million pounds in 1986, and 15
million pounds in 1987. Id. :

18/ Id. at a-34 (Table 14). The value of unfair 1mports was
$36 million in 1984, $37 ‘million in 1985, $38 million in
1986, and $39 million in 1987. The Japanese portion of that
amount was $19 million in 1984, $20 million in 1985, $22
million in 1986, and $21 million in 1987. The Dutch portion
amounted to $14 million in 1984, $17 million in 1985, $16
mllllon 1n 1986, and $18 million in 1987. Id .

19/ Id. at a-35  (Table 15). The combined market share was
5.2 percent'in 1984, 6.6 percent in 1985, 7.1 percent in
1986, and 6.2 percent in 1987.  Of that, the Japanese market
share was 2.8 percent in 1984, 3.7 percent in 1985, 4.3 L
percent in 1986, and 3.5 percent in 1987. The Dutch market
share was 2.4 percent in 1984, 3.0 percent in 1985 .2.8
percent in 1986, and - 2.7 percent in 1987.° ;_.‘

20/ Id. The combined market share was 7.2 percent in. 1984
8.8 percent in 1985, 9.5 percent in 1986, and 8.6 percent in
1987. Of tHat, the Japanese market share was 3.7 percent in
1984, 4.7 percent in 1985, 5.5 percent in 1986, and 4.7.
percent in 1987. The Dutch market share was 3.5 percent in
1984, 4.1 percent in 1985, 4.0 percent in 1986, and 3.9
percent in 1987. Id. - o '
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extremely high, but did not increase at the expense of the
domestic industry __/ | .‘ | ' ‘
As for the margins of dumping, they range from moderate
to moderately high levels. The dumping margin for the Dutch
producer is 16 99 percent, the margins for the Japanese

producers range from 13.3 percent to 57. 98 percent 2/
The Market for Brass Sheet and Strip in‘This Case

Demang for Brass Sheet and Strip in the United States. To

understand fully the effects of unfair imports on the
domestic industry and domestic prices, the Commission needs
to make a judgment on the responSiveness of domestic demand.
for the product under investigation __/ If demand for a
particular product is elastic, consumers will spend more on
the product as its price falls __/ In this situation, the e

effect of dumped imports on the domestic industry is

21/ See :id. U.S. market. share'by~yolume'was 71.3 percent in"
1984, 72.4 percent in 1985, 75.1 percent in 1986, and 82.6
percent in-1987. « By value, .U.S.. market ‘share was 64.0 o
percent in 1984, 65.5 percent in 1985, 68,4 percent in 1986,
and 77.2 percent in-1987. ‘Id.: S S '

22/ See Final Determination of Sales at Less Than Fair Value.,
Brass Sheet and 'Strip from the" Netherlands, 53 Fed. Reg. i
23,431 (ITA June 22, 1988);  Final Determination of Sales at
Less Than Fair Value: Brass Sheet and Strip from Japan, 53

Fed. Reg. 23,296 (ITA June 21, 1988). T

23/ See Forklift Trucks, supra note 16, at 77.J

24/ In other words, each l percent decrease in price leads to
a greater than 1 percent increase in demand.
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mitigated, since additional sales of-dumped'imports come
primarily from market expansion, not from capturing sales
formerly made by the domestic producers.' Converselv,Jif'
demand is' inelastic, the effect of dumped imports.is likely
to be greater, because additional sales of[the lower-priced
dumped imports are more likely to take sales away from |
domestic producers. - . ’

Brass sheet and strip'is:an intermediate.product used in
a wide variety of end products 25/ These end products are
used in a number- of different industries, including the auto
industry,‘other transportation industries, electrical and
electronic products, building products,.ordnance, government
coinage; ‘and’ stamped products gg/ In each of these segments,
there are a number of substitutes for brass. For example, in
the auto industry, everything from aluminum, copper, and ‘
phosphor bronze, “to plastics and fiber optics can serve as
substitutes for brass.27/ In electrical and electronic
products,_aluminum, copper and coppen alloys, and fiber
optics substitute for brass __/ ‘In the stamped products -

group, noncorrosive metals ‘such as aluminum and stainless

25/ See Memorandum from the Director, Office of Economics,
Memorandum EC-L-238, at 14 (July 22,Al988) :

26/ See Report at a-12 (Figure 1) o h o I

27/ See Memorandum EC-L-238, supra. note 25, at 14-15. Each
of these substitutes is obviously better suited to speCific
uses within this segment. ,

28/ Id. at 15.
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steel can be used in place of bronie}gg/ Ih the building
products industry, steel, plated steei, stainless-éteel,
aluminum, plastics, porcelain, and wood all could replace
bronze.30/ Finally, in the govefnment coiﬁage area, clad
coins and zinc are alternatives for bronze.g;/
Using an innovative methbdoloéy to supplement its usual

informed judgment, Commission staff found the demand for

brass to be moderateiy‘elaStic.32/ Petitioners disagree,

29’ Ld_.
30’ E.

31/ Id. One area where there do not appear to be acceptable
substitutes for brass is in the ordnance (ammunition)
industry. Id.

32/ See id. at 16. Staff argue that, in the short range,
demand is inelastic until consumers are able to re-design
their products to incorporate materials other than brass and
until present contracts expire. Id.

The initiative of staff in applying publicly available
data on prices, consumption levels, and the technology used
in the manufacture of brass to place empirically derived
bounds on the price sensitivity of demand was extremely
helpful to our consideration of this case. A key advantage
of supplementing informed judgment with an explicit
methodology is that the latter approach affords users an
opportunity to evaluate exactly what was done. 1In the
present case, copper and zinc price data from the period of
investigation can be used to sharpen the estimate of the cost
share of copper in brass production. Based on these data,
the cost share of copper in brass production is approximately
42 percent, rather than 36.4 percent. This modification
leads to slightly revised bounds for the brass demand
elasticity (-1.4 to -2.9). This adjustment to the figures
provided by staff has no effect on our conclusion that demand
for brass is moderately elastic or on our. analysis of the
record in this case.

The ample opportunity of parties to comment on this
staff work further enhanced the quality of the record
available to the Commission by focusing the discussion of
disagreements among the parties.
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arguing that demand is inelastic because brass is an
intermediate good, because some producers have already left
the market, because substitute products are becoming
increasingly expensive, and because shifting production to
use alternatives for brass requires major capital investments
and must occur slowly.33/ We believe Petitioner's argument
has some merit. Therefore, we assume that the elasticity of
demand falls closer to the lower half of the range of
plausible demand elasticities we have identified based on the

work of the Commission staff.34/

Substitutability of the U.S. and the Dutch _and Japanese
Products. Making a judgment on the substitutability of the
domestic and imported prodﬁcts is central to determining
whether material injury in a Title VII case is "by reason of"
dumped imports.35/ For that reason it is particularly
important in each case that the Commission make an explicit

statement on the degree to which the'domestic and imported

33/ See Posthearing Brief of Petitioners, Answers to
Commission Questions, at 30 (July 6, 1988).

34/ Therefore, the demand elasticity would fall closer to
-1040 -

35/ Obviously, the closer the domestic and imported products
are as substitutes, the greater the effect that sales of the
imported product will have on sales of the domestic product,
all other things being equal. For a more explicit discussion -
of the elasticity of substitution, see Forklift Trucks, supra
note 16, at 75-76; Color Picture Tubes, supra note 16, at 25-
26.
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products are substitutable;gg/ In the case before us, we
have a great deal of evidence indicating the products are not
particularly close subétitutes.

Whilg the Japanese and domestic product appear to be
much alike physically, there are some indications that the
Dutch product is of better quality than the U.S. product.37/
In addition, both the Dutch and Japanese products are sold
under different terms and conditions than domestic products.
Such differences serve as additional barriers to
substitution. First, while the U.S. producers regularly sell
brass through toll accounts to purchasers,. importers do so
rarely.38/ Second, the U.S. producers offer shorter lead
times than the importers. According to purchaser testimony,
lead times for domestic brass sheet and strip range from 3 to
8 weeks, while those for the Japanese and Dutch product
average 12 weeks.39/ Finally, domestic brass sheet and strip
producers commonly offer scrap buy-back plans to the

consumer, while importers rarely offer this service. Thus,

36/ See Forklift Trucks, supra note 16, at 75-76.

37/ See Memorandum EC-L-238, supra note 25, at 10-11. The
Japanese Respondents did argue that the quality of their
product was higher than the domestic product. See Prehearing
Brief of Nippon Mining Company, Ltd., at 15 (June 24, 1988).
However, purchasers contacted by the Commission indicated
that the quality was very similar to the domestic product.

38/ Id. at 11.

39/ Id. at 12.
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Staff concludes that the domestic-and imported products are
only moderately substitutable.40/

Petitioners disagreed with the Commission staff
analysis. Petitioners believe that the domestic and imported
products are comparable in quality.41/ They note that U.S.
lead times are increasing as capacity utilization climbs,42/
and they minimize the importance of differences between the
domestic and imported producers with respect to toll sales
and scrap buy-back plans.43/ -

We find Petitioner's arguments unpersuasive on these
points. 1In fact, Petitidéner agrees that importers currently
do not use toll agreements or scrap buy-back‘plans as
extensively as domestic producers. Moreover, the weight of
the evidence in the record does point to some quality
differences between the U.S. and the Dutch product.
Therefore, we agree with the estimate of Commission staff
that the elasticity of substitution is moderate, falling

between 1 and 3.44/

40/ Id. at 12.

41/ Posthearing Brief of Petitioners, Answers to Commission
Questions, at 28 (July 6, 1988).

42’ _I_d-.
43/ Id.

44/ Respondents from the Netherlands appear to agree with an
elasticity of substitution in this case falling between 1 and
3. See Analysis of the Impact of LTFV Imports from Japan and
the Netherlands on the U.S. Industry Producing the Domestic
Like Product, submitted by Alan L. Madian, at 2 (July 6,
(continued...)
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Ability of the Domestic Industry to Respond to Changes in

Price. If we are to assess the revenue and price effects of
unfair imports on the domestic industry, it is necessary to
understand the degree to which domestic producers can expand
production of brass sheet and strip in response to changes in
price.45/ Knowing the elasticity of domestic supply allows
us to make a judgment about this responsiveness with greater
clarity and precision.

In this case, capacity utilization in the domestic
industry is high, reaching 85 percent in 1987 and 91 percent
in the first quarter of 1988.46/ 1In addition, exports of
domestic brass sheet and strip were low throughout the period
of investigation and amouhted to less ﬁhan 1 percent of
domestic shipments in 1986 and 1987.47/ Thus, U.S. firms
cannot expand production to any great extent because they are
already operating at a very high rate of capacity
utilization, and they cannot shift significant amounts of

product from overseas to domestic sales because they export

44/(...cbntinued)

1988). Respondents from Japan also concurred with this
estimate. See Post-hearing Brief of Nippon Mining Company,
Ltd., Elasticity Analysis Appendix, at 3 (July 6, 1988).
45/
46/

47/

9]

ee Forklift Trucks, supra note. 16, at 78-79.

1]

ee Report at A-16 (Table 3).

n
1]
o

Report at A-17 (Table 4).
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so little. Therefore, the elasticity of domestic supply
should be fairly low. '

One factor does increase the elasticity of supply. The
machinery used by domestic producers to produce brass sheet
and strip can also be used to produce copper sheet and strip,
and other alloys.gg/ Thus, if the price of brass sheet and
strip rises, producers are likely to increase production of
these items at the expense of other products. This factor
makes the elasticity of domestic supply more moderate.

Petitioner argued that domestic supply is inelastic,
based on the producers' high capacity utilization ‘and
unwillingness to change their product mix.49/ Respondent
argued that Commission staff overstated the constraints on
supély and, as a result, its estimate of the elasticity of
domestic supply is too low. On balance, we believe the
elasticity of domestic supply is moderate, falling in the

range suggested by the Commission staff of 1 to 5.

Material Injury Caused by Dumped Imports

In a market where domestic supply is moderately elastic and
the substitutability of the imported and domestic products is
also moderate, dumped imports should not have a significant

impact on the quantities produced by the domestic industry or

48/ See Memorandum EC-L~-238, supra note 25, at 4-~5.

49/ See Posthearing Brief of Petitioners, Answers to
Commission Questions, at 23-24 (July 6, 1988).
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on domestic prices. We believe that is the situation in this
case.

Because the products are not close .substitutes, it is
unlikely that the domestic firms would have been able to
capture the bulk of the butch and Japanese sales even if the
imported products had been fairly traded. 1In addition, the
differences between the unfairly traded imports and the
domestic product are great enough as to make it unlikely that
the price of impérts reduced domestic prices by a material
amount. Thus, combining the effect of the dumped imports on
volume and on prices yields a revenue loss to domestic firms
that is not material.

The data presented to the Commission on the moderate
volume of imports, the low and steady market share of unfair
imports, the moderate to moderately high dumping margins, the
moderate elasticity of domestic supply, and the moderate
substitutability between the domestic and the imported
product, taken together, show that the domestic industry is
not suffering material injury by reason of unfair imports in
this case. We therefore disagree with our colleagues'
determination that the statutory criteria for an affirmative

finding are satiSfied.

No Threat of Material Injury by Reason of Unfair Imports

In assessing whether unfair imports are threatening a

domestic industry with material injury, the Commission must
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consider increases in capacity or underutilized capacity in
the countries under investigation, rapid increases in market
penetration by the unfair imports and the likelihood that
this increase will reach an injurious level, the probability
that these imports will have a price suppressing or
depressing effect on domestic prices, substantial increases
in inventories, the potential for product shifting, and any
other rélevant adverse trends.50/ After analyzing the
evidence gathered in this investigation, we conclude that
there is no threat of material injury by reason of dumped
imports of Japanese and Dutch brass sheet and strip.

In the 1984-87 period, the production capacity of the
Japanese producers increased slightly from 499 million pounds
to 528 million pounds,51/ and capacity utilization dropped
slightly but remained high at 83 percent.52/ Similarly, the
capacity of the lone Dutch producer remained almost level at
kkkkkhhhhkkhk pounds,gg/ and capacity utilization declined

very slightly from **** percent to **** percent.54/ These

50/ See 19 U.S.C. 1677(7) (F) (ii).

51/ See Report at a-30 (Table 11). This amounted to an
increase of only 6 percent over the period. In addition, the
increase occurred in small, steady increments, not rapid
bursts.

52/ Id. Capacity utilization in 1984 was 91 percent,
dropping to 84 percent in 1985, rising slightly to 85 percent
in 1986, and then falling slightly to 83 percent in 1987. 1Id.
53/ Id. at a-31 (Table 12).

54/ Id.
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data indicate very little unused capacity available for. = 'z,

additional exports to the United States and,noflargee'
increases in production capacity in the countriespin:_7‘:
question. - ' | -

The market share of 1mports from Japan and The _j;:__
Netherlands 1ncreased over- the period but the increases were
.not rapid and w1ll not- 1ncrease, in- our opinion, to 1njurious

levels. By value, the combined market share of Dutch and

Japanese brass sheet and strip rose fron 7 2 percent 1n 1984 e

to 8.6 percent in 1987.55/ In additlon, the market share of
these 1mports was fairly steady over ‘the period fluctuating
between 7.2 and 9 5 percent __/ These slight fluctuations
indicate relatively stable market penetration by 1mports that
are not rising rapidly and are unlikely to 1ncrease to-

1njur1ous levels. The volume data also support this

&

analysis.. By. volume, ‘the. combined- market share of Dutch and ’

Japanese brass sheet and strip rose, from 5.2 percent 1n 1984
to only 6.2 percent 1n 1987 57/ ‘and. was quite stable over the
period, fluctuatlng between 5.2 and 7.1 percent __/
Therefore, in this 1nvestigation,.imports are not rising
rapidly and their market share is unlikely to rise to |

injurious levels.

See Report at a-35 (Table 15).

. See supra note 20.. -

EREE
o N oy |»n
B b K

. See supra note 19.
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The Commission staff's price comparisons revealed that,
in the majority of céses; Duﬁch and Japanese brass sheet and
strip sold at a lower nominal price than the domestic
product.59/ Domestic prices have increased over the last
year, primarily due to increases in the costs of the metal
component of brass.60/' Given the low degree of
substitutability between the domestic and imported
products,61/ we are not convinced that these imports are
capable of having a "price suppressing or depressing effect
on domestic prices." However, even if we were to assume that
imports had this effect on. domestic prices, it would be the
only statutory factor to weigh in favor of an affirmative
threat finding;

U.S. importers' inventories of the Dutch and Japanese"
product fell from 1.8 million pounds to 1.2 million pounds
during the period of investigation,62/ while inventories held
by the Dutch producer in The ‘Netherlands declined from #*##
kxkaxx* pounds in 1985 to #*a*k*xa*xk** pounds in 1987.63/

U.S. producer inventories increased slightly, from 32 million

N
o
®

‘Report at a-50.

id. at a-42.

N
(1]
1]

supra notes 35 to 44 and accompanying text.

Y
®

ee Report at a-28 (Table 10).

ERERBE

Id. at a-31 (Table 12). No information on Japanese
producers' inventories held in Japan was available to the
Commission. See Report at a-31 (Table 11).
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pounds in 1984 to- 36 million pounds in 1987 64/ Declining
1nventories of unfair 1mports and slight increases in
domestic inventories do not constitute substantial increases
1n 1nventor1es, as: required by the statute. Thus, inventory
trendsldo not 1nd1cate,that the Ubs. brass sheet and strip
‘industry isithreatened_uith material injuryi' |
Finaliy; the section-which requires the Commission to

'conSider-product shifting'is'inapplicable in this case
: because'none'of the other-products manufactured by foreign
"brass sheet and strip producers are under investigation or
under order in the United states __/ This requirement of the
vstatute then.also points to a negative threat determination.
~ Inladdition,"we.found’no other'adverse trends indicating that
v'the imports under 1nvest1gation threaten the domestic
industry with material 1njury Therefore, the weight of the
,evidence leads us to conclude that the domestic bass sheet
and strip 1ndustry is not threatened with ' material injury by
reason:of unfair 1mports from Japan and The Netherlands in

this case.

64/ See Report at a-18.
65/ See'19 U.S.C. 1677(7)(F)(i)(VIiI).






DISSENTING VIEWS OF COMMISSIONER RONALD A. CASS
Certain Brass Sheet and Strip from
" Japan and the Netherlands
Investigations Nos. 731-TA-379
and 731—TA—380 (Final)

I dissent from the Commission's affirmative determination
in this investigation. For the reasons set forth below, I do
not find that the domestic industry is suffering material
injury, or threatened with material injury, by reason of less

than fair value ("LTFV") imports from Japan and the

Netherlands.

I. DEFINITION OF DOMESTIC LIKE PRODUCT AND INDUSTRY

I have analyzed the question of injury in this case using
the domestic like product and industry definitions requested by
Petiﬁioners, even though this definition, in my view,
inappropriately includes goods that should be treated as two
separate like products. The legislative history of the Trade
Agreements Act of 1979 indicates that like product definitions
should include the articles that are most directly competitive
with and most directly affected by the LTFV imports, and should ..
neither include articles that compete significantly less g
closely with the subject imports nor exclude érticles that,

although distinguishable, compete very closely with those
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imports.l/ The Commission has traditionally attempted to carry
out this mandate by examiﬁing five éspects of the potentially
like products: (1)'prodﬁct charactéristics and uses; (2)
interchangeability; (3) channeils of distribution; (4) common
manufacturing facilities and production employees; and (5)
customer or producer perceptions.2/ These factors provide
information that falls into two categories: information about
consumer demand and information about producer supply. As I
have indicated in other opinions,3/ I believe that in the usual
case the proper test for like products should require
substantial.coincidence of both supply and demand among
domestic products. ' That is, a domestic like product, in.
addition to satisfying the requirement that the product
competes closely with subject imports, should comprise
essentially one market for domestic consumers and be produced
by one market for domestic producers.4/

In this investigation, I believe that Respondent
Cambridge-Lee, Industries, Inc. ("Cambridge") has presented
persuasive evidence that 48" architectural grade Muntz metal

("48 inch Muntz metal”) -and 48" architectural grade commercial

1/ S. Rep. 249, 96th Cong.., lst Sess. 90-91 (1979).

2/ See, e.q., Fabric and Expanded Neoprene Laminate from
Taiwan, Inv. No. 731-TA-371 (Final), USITC Pub. 2032 (November
1987), at 4 and n. 5.

3/ 3.5" Microdisks and Media Therefor from Japan, Inv. No. 731-
TA-389 (Preliminary), USITC Pub. 2076 (April 1988) (Additional
Views of Commissioner Cass) at 49.

4/ Id.
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bronze ("48 inch commercial bronze") constitute.a like product
separate from the other forms of brass sheet and strip that are
the subject of this investigation. ' These brass products are
used ‘in architectural épplications, such as building facades,
'lobbies,zelevatprs, and doors, where'uniformity of the product
surface is‘essential.i/‘ From the standpoint of the consumer,
these products are interchangeable-with each othér, but not
with bther brass sheeﬁ or strip. Petitioners argued that other
types of brass strip produced in narrower widths are accéptable
substitutes .for 48 inch Muntz metal and 48 inch .commercial
bronze, 6/ bpt'the wéight of the evidence in the record suggests
otherwise.7/ The record indicates that narrower strip
substantially_increaseé the cost of construction ahd, more
importantly, is deemed significantly less desirable from an
aesthetic point of view, so much so as to render it
unacceptable to most prospective purchasers.8/

An examination of production féctors similarly points to
the gonclusion.;hat 48vinch Muntz hetal and 48 inch commercial
bronze are a separate like product. Respondent Cambridge has

asserted that these products,are maae with special:-equipment by::

s/ Pfe-Hearing Brief of Cambridge-Lee Industries, Inc.
("Cambridge Prehearing Brief") at 7; Tr. 238.

6/ See Petitioners' Posthearing Brief at 2; Petitioners'
Prehearing Brief, Exhibit 1.

7/ USITC Memorandum EC-L-241 (July 25, 1988) from the Office of
Economics; Tr. 234-36, 238-39. _ - -

8/ Tr. 234-36, 238-39.
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only a handful of brass mills around the world, none of which
is. located in the United States.9/ Petitioners apparently do
not contest these claims.

Accordingly, I conclude that 48 inch Muntz metal and 48
inch ¢commercial bronze together comprise a' separate like
product. Unfortunately,  the data compiled by -the Commission in
this ihvestigation do not permit us sebarately to assess the
effects of the subjeét imports on the domestic industry
produc¢ing this product and their effects on the domestic
industry préducing the other forms of brass strip and sheet
that are under investigation}“ This aggregation of data,
however, does not affect my view of the proper'dispositipn of
this case; as explained below, even under Petitioners' |
suggested definition of the like product and domestic industry
—-- which I will use in the remainder of these Views -- I

believe a negative determination is appropriate.

II. ANALYSIS OF MATERIAL INJURY BY REASON  OF LTEV IMPORTS
A. Cumulation’.

As a threshold. -matter, it is necéssary to decide whether
the statutory requirements for cumulation have been est;blished
in this case.l-The Commiésion is‘réquifed to assess - |
cumulatively the volume and effect of imports from two or more

countries of like products subject to investigation if: (1)

they compete with the other imported products-and the domestic

9/ Cambridge Prehearing Brief at 6-7.
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like product}r{éjfthey arehmarketed within;a reasonably .
coincidental7period}iand;(B)_they_are"subject-to'f
1nvest1gat10n _g/ In my v1ew, the reqnirements for-cumulating.w
1mports from Japan and. the Netherlands have been met..

In contendlng that cumulatlon ‘is - 1nappropr1ate,v
Respondents rely prlmarlly on an- argument that the 1mports from
Japan and the Netherlands do not compete w1th each other or'
with the domestic like,product,ll/,-lt 1st;n\fact_a:close
question whétherfthe snbjectmimports compete WithfeaCh other to
‘an- extent sufﬁlcientptkoarrant,cnmulationhln thiSfcase,

..Respondentsﬂargne_that the'importsifrom Japan,and the
Netherlandsmconsist-ofrdifferentospecialtyzproducts'*-'brass
radiator strip in the case of the Netherlands and w1der 31zed

brass strip, 1ncluding 48 1nch Muntz metal and 48 1nch

10/ 16 U.5.C. Section 1677(7)(C)(1v), H;‘Rep. No;'1156; 98th
Cong., .24- Sess . 173 (1984) . 3 v [

11/ Cambridge Prehearlng Brief at 16 17; Prehearing Brief on
Behalf of Metallverken Nederland B.V., Outokumpu Metallverken
Inc.., and Global Metals Corp.: ("Netherlands Respondents")
("Netherlands Respondents' Prehearlng Brief") at 14-15; Tr.
151-52; 168; 184-85. . Certain Respondents also claim that these
imports are distributed through different channels of - o
distribution. Netherlands Respondents' Prehearlng Brief at 18;
Netherlands Respondents Posthearlng Brief at 6; Tr. 168.
However, information concerning distribution channels is.
significant only insofar as it may be relevant to the questlon'
whether the imports.in question in fact compete with each
other. Antifriction Bearings (Other Than Tapered Roller
Bearings) and Parts Thereof from the Federal Republic of '
Germany, France, Italy, Japan, Romania, Singapore, Sweden,
Thailand, and the United Kingdom, Inv. Nos. 731-TA-391-399
(Preliminary), USITC Pub 2083 (May 1988) (Views.of the
Commission) at 30. For the reasons stated infra: in .this
investigation, this 1nformatlon does not outweigh the other
evidence indicating that the subject imports from the two
countrles in fact compete ‘with each other
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commercial bronze, in the case of Japan -- that ére supplied
for'uses not served by domestic producers.l2/ - Information
gathered by the Commission's staff also suggests various
differences between the subject imports and domestic products
and between subject imports from Japan and those ffom the
Netherlands. There are virtually no toll sales of the subject
imports;13/ the metal value component of thé price charged for
imported brass sheet and strip is established in a way that is
different than that used for the domestic product;l1l4/ there is
a substantially longer lead time for ‘delivery of the imported
product;li/.and scrap buy—back prodgrams generally are not
offered in conjunction with sales of the imported product.l6/
These differences arguably negate one of the statutory
requirements for cumulation.

Petitioners, however, dismiss these abpérégt difféfencés
between the products from thé-two countries.aﬁd betwéen those
products and the domestic product aS'relativgly-insigni-

ficant.17/ They also contend that the imported products and

12/ Cambridge Prehearing Brief at 16-17; Netherlands
Respondents' Prehearing Briefzat-14—15: Tr.'15;f52; 168, 184-85.

13/ Repo}t.at a—54.
14/ Id. at a-55-56.
15/ Id. at.a—56; ;
16/ Id. at a-55.

17/ Petitioners' Posthearing Brief at"28-29.
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the domestlc llke product are of comparable quallty 18/
Although Petltloners do not spec1f1cally deny that there are
certaln segments of the market ‘in whlch there 1s no competltlon
between the subJect 1mports or between those 1mports and the
domestlc llke product they assert that there is "head—to head"‘
competltlon 1n "many market segments" _2/ .v_
| -In my v1ew, the dlfferences between the 1mported products
and between the imported product and the domestlc llke product
- are 51gn1f1cant Stlll they are not so great as to support a
_flndlng that the subject 1mports do "not compete w1th each .
_other and w1th llke products of the domestlc 1ndustry in the

Unlted States market" ;Q/

5. Iniurv bv Reas b5, ‘

; Tltle VII of the Tarlff Act of 1930 -which governs this
investlgatlon, prescrlbes a three part 1nqu1ry for evaluatlng
whether the domestlc 1ndustry has suffered materlal anury by
reason of LTFV 1mports _;/ ThlS 1nqu1ry compares the condltlon
of the domestlc 1ndustry to the condltlon that would have

obtalned if there had been no LTFV 1mports In other '

18/ _d_ B L ,

19/ See Petltloners PrehearingABrief at 36—-38. See also Tr.
19-20. = . S ST _
20/ 19 U S C Sectlon 1677(7)(C)(1v)

21/ 19 U.S.C. Sections 1677(7)(B), <cy;/‘
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Oplnlons 22/ I have described these 1nou1r1es, and their‘
statutory bases (1ncluding the division of SpelelC statutory
factors among the parts of this inquiry) in detail and I will
not repeat that exp051tion_here. In brief however, the
essentiallelements of the inquiry are as follows. The first
part of this 1nqu1ry compares the volumes and prices of the
subject 1mports with the volumes that would have obtained had
the 1mports not been unfairly traded The second part asks, in
light of the changes in the market for the 1mported products
resultino from hTFV”imports, what changes occurred in prices
and sales of the domestic like‘product? ‘The‘final part of this
inquiry asks, given the conclusions reached respecting the
nature of the market for the subject imports_and the effect of
the LTFV imports on domestic industry prices and‘sales, torwhat
extent has employment in the.domestic-industry declined or
become less remunerative as a result of the LTFV imports, and
to what extent have returns on investment in the domestic
1ndustry declined as a result of the LTFV imports’ Each of

these questions is examined below.

1. LTFV Imports
In this investigation, the record suggests that sales ofi

the imported Netherlands product at LTFV caused only a

22/ See, e.qg., Internal Combustion Engine Forklift Trucks from
Japan, Inv. No. 731-TA-377 (Final), USITC Pub. 2082 (May 1988)
(Additional Views of Commissioner Cass); 3.5" Microdisks and
Media Therefor from Japan, Inv. No. 731-TA-389 (Preliminary),
USITC Pub. 2076 (April 1988) (Views of Commissioner Cass).
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relatively small decline in the price at which the products in
question were sold. The effect of LTFV sales on the price at
which;the Japanese Qoods were sold is somewhat more difficult
to establish, but in any event significantly greater than in e
the case of the Netherlands. For the purposes of this
analysis, I have used the highest possibie price effect for the
Japanese'LTFV goods, although I believe that this somewhat
overstates the change in prices consequent to sales at LTFV.

In the case of the Netherlands, the dumping margin
calculated by the Department of Commerce is relatively small,
although not‘insignificant. The Department of Commerce has
calculated that the average prices charged for the subject
products sold in the Netherlands market by Respondent
Metallverken Nederland, B.V. and other Netherlands exporters,
were 16.99 percent higher than the average prices charged for
such products in'the U.S. export market(;;/ Moreover, in 1987,
the Netherlands exporters' salee in their home market aceeunted
for oniy»about'[ * * * ] percent of fheif combined sales volume
in the Netherlands and the United States.24/ Accordingl?,-it
is unlikely that LTFV sales caused the prices charged for the
subject products by Netherlands exporters to decline by even

one-half of the dumping margin.25/

23/ Report at a-8.-
24/ See Report at a-31, Table 11.
25/ The relationship of sales volume in the export market and

the home market to the prices of LTFV imports is discussed at
_ (continued...)
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The picture for Japan is somewhat different. The dumping
margins calculated by the Department of Commerce for Japanese
exporters were relatively high. Commerce determined that the
average prices for the subject Japanese products sold in the
Japanese market26/ (or the equivalent average prices of subject
products) ranged from 13.30 percent to 57.98 percent higher
than the average prices charged for such products in the U.S.
export market.27/ Commerce also determined that the dumping
margin for the products of most of the Japanese producers of
the subject products was closer to the higher end of this range
than to the lower end; if the dumping margins of the Japanese

firms are weighted according to the percentage of all LTFV

25/(...continued) _

length in 3.5" Microdisks and Media Therefor from Japan, Inv.
No. 731-TA-389 (Preliminary), USITC Pub. 2076 (April 1988)
(Views of Commissioner Cass) and in R. Boltuck, Assessing the
Effects on the Domestic Industry of Price Dumping (USITC
Memorandum, May 10, 1988). These documents were available to
the parties to this investigation. The parties indicated
familiarity with this analysis and did not object to its
application to the LTFV imports at issue in this investigation.

26/ This comparison was actually used by the Department of
Commerce only for Respondent Sambo Copper Alloy Co., Ltd.
Margins for the other Japanese exporters were based on
constructed value information supplied by Petitioners for
Nippon Mining Co., Ltd. Report at a-8.

27/ The dumping margins calculated by Commerce for the Japanese
producers were as follows:

Nippon Mining Co., Ltd. 57.98%

Sambo Copper Alloy Co., Ltd. 13.30%
Mitsubishi Shindoh Co., Ltd. 57.98%
Kobe Steel, Ltd. 57.98%
All Others 45.72%

Report at a-8.
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products sold by each sﬁch firm, the average dumping margin for
the subject imports would be approximately 46 percent.28/
Moreover, Japanese exporters' sales in their home market in
1987 accounted for a very large percentage of their combined
sales in Japan and the United States -—- approximately 96
percent.29/ Aécordingly, there is a reasonable basis for
inferring that the prices at which the Japanese imports were
sold .in the United States declined significantly by reasén of
LTFV sales, probably by a substanﬁial amount of the dumping
margins of the Japanese producers.30/ For présent purposes, I
have taken the full amount of the dumping margin to be the
amount by which the prices of}the subject imports from Japan
declined. I have taken this step in part because certain of
the dumping margins calculated by the Department of Commerce
for the Japanese exporters were based upon constructed value,

rather than actual foreign market sales.31/

28/ See note 27, supra.
29/ See Report at a-30, Table 11.

30/ See note 27 supra.

31/ See note 26, supra. This does not mean, however, that I
believe that such treatment of margins based upon constructed -
value is appropriate in every case. Constructed value margins,
and other margins not based upon actual foreign market sales,
may require elaboration of a more sophisticated means of
deriving an inference from the available facts than I have
employed in prior investigations. I do not at this point
address the issues that such an extension of my analysis would .
raise, as I do not believe that they affect the disposition of
this investigation. :
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It is unlikely that these changes in the price at which
the subject products were sold -- which were relatively small
in the case of the Netherlands imports and somewhat larger in
the case of Japan —- produced correspondingly significant
effects on the volume of these imports. ‘The evidence of
record, discussed further in the next section of these Views,
suggests that physical characteristics, sales terms and other
attributes to some extent distinguish the imported Dutch and
Japanese products from the domestic like product and appear to

have reduced. the volume effect consequent to the sales at LTFV.

2. Domestic Prices and Production

The evidence in the record as a whole indicates that the
subject imports did not- have more than a rélatively small
effect on domestic prices and production. The evidence of
record indicates, among other things, that the subject imports -
enjoyed a relatively low share of the relevant market and that
the imported products sold in the United'Stateé are
sufficiently different from the domesticaliy;produced product
as to limit their effect on the domestic produqté' price.

The voluﬁe of LTFV imports relative to cbnsumptiOn of the
imports and the liké prodﬁct -- the imports' market share -- is
one factor that affecté.the imports' impact on doméstic prices.
The market share of the-imports from Japan and the Nethérlands
is slight, even when imports froh the th Eountries are

cumulated. In 1987, imports from Japan and the Netherlands
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together‘accounted for only about six percent of domestic
consumption.32/

Another determinént of the effect of imports on ddémestic
prices, as the Commission has long recognized, "is the closeness
of the products from the standpoint of consumers. As
previously noted, there are significant differences between the
domestic and imported.products; Although these differences are
not sufficient to warrant a determination that cumulatién is
not appropriate in this case, 33/ they have a direct bearing on
the extent to which the LTFV sales affected domestic prices and
production.

Respondents argued,. for example, that their exports to the
United States consisted largely of different specialty products
used by domestic consumers to whom an adequate, domestically-.-
produced substitute is not available.34/ Petitioners do not
specifically deny that there may be certain market segments in
which the imported products ahd the products of the domestic
producers do not compete, although they-assert that these

products compete head-to-head in many market segments.35/

32/ Report at a-35, Table 15.
33/ See discussion, supra. at 60-63.

34/ These products are brass radiator strip in the case of the
Netherlands, and wider sized brass strip, including 48 inch
Muntz metal and 48 inch commercial bronze, in the case of '
Japan. Cambridge Prehearing Brief at 16-17; Netherlands .
Respondents’' Prehearing Brief at 14-15; Tr. 151-52, 168, 184-85.

35/ Petitioners' Poéthearing Brief at 36-38. . See also Tr. 19-20w:

-
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In addition to physical differences, there are a number of
differences in the sales terms and other attributes. of the
imported and domestic products. 'There are. virtually no toll
sales of the subject imports;36/ by contrast, toll sales
account for approximately 35 to6 40 percent of all sales by the
domestic industry.37/ The metal value component of the price
charged for imported brass.sheet and strip is established on
the date of order;38/ in the case of the. domestic product, this
is generally done on the date of shipment.39/ There is a
substantially longer lead time for delivery of the imported
product.40/ Finally, unlike domestic producers, the exporters
whose'products~are under investigation generally do not offer
scrap buy-back programs.41l/ . Petitioners explicitly or
implicitly acknowledge that such differences exist, but argue
that these differences are less important than might*first
appear.42/

In my view, the evidence in the record on balance suggests

that the imported and domestically~produced products are not as

)
(22}
~

Report at a-38.
Id4.
Id. at a-38-39.

B kK

/ Id. at a-37. :
/ Id, at a-39. - . .
/ Id.

e B

>

2/ Petitioners' Posthearing Brief, Answers to Commissioner
Questions at 28-29.
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a class more thanrmoderetely similar from. the vantage of"
domestic consumers.gi/- There are undisputed differeneesiinl ‘3
those products,. and Respondents presented persuasive evidence = -
that there are certainxuses for which. the domestic product and
the subject imports.are quite. imperfectly.substitutable, if at
~all. In that context, it should be emphasized that if 48 inch-

Muntz metal and 48 inch commercial: bronze are included as part

of a single domestic like product -- as Petitioners have
requested and as I.have done for-the purposes of this : G
analysis44/ -- it seems plain that the domestic and imported

products’ can not be regarded as more than moderately
substitutable for each cher.s Together with-the relatively low
" volume of the subject importsT-this evidence indicates that |
LTFV impotts did not materially affect the prices of the
domestic like product. |

Other evidence regardlng prlce effects of LTFV imports
also supports the conclus1on that the subject imports did not
materlally affect the prices of the domestic like product
during the perlod for Wthh the Department ‘'0of Commerce
determined there were LTFV sales. Petitioners have asserted

that the primary effect on the domestic industry of the subject

43/ The Commission's Office of Economics has reached a similar
conclusion, finding that "the elasticity of substitution
between the domestic and the Japanese-produced brass and

. between domestic and the Netherlands-produced brass is most
likely in the moderate range, probably falling between 1 and
3". USITC Memorandum EC-L-238 (July 22, 1988) from the Office:
of Economics at 11. . ”

44/ See discussion, gupra, at 60.
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sales at LTFV.was to'suppress doméstic- prices.45/ Respondents,
on the other hand, -assert that domestic prices have remained
low -- to the extent that they have -- not because of the
subject imports, but because of imports- from other countries
and because of stiff.competitién . among domestic producers.46/
The evidéhce of record is not unambiguous, but I believe that
the evidence generally supports  Respondents' contentions on
this issue.47/ It appears:that underselling of the ‘imported
product did not increase significantly, 'if at all, ‘during the
period during which the LTFV ‘sales took place.48/ Further, as:
previously noted, the evidence indicates that the imported and:
domestic products are imperfectly substitutable.49/ The
finding of modest effects on price iS'aiSo~con$istent’with
staff estimates of the relationship of the prices of the

subject imports to domestic like product pricesQiQ/

45/ See Tr. 53. See also Petitioners' Posthearing Brief at 5-
10. : g . : : L . .
46/ Netherlands Respondents® Prehearing Brief at 41-42;

Netherlands Respondents' Posthearing Brief at 8-10; Post-
Hearing Brief on Behalf of Nippon Mining Co., Ltd. at 7-8.

47/ Tr. 153-56, 159-60; '164; 186-87.
48/ Report at a-51-52, Table 20; a-53, Table 21.
49/ See dlscus510n supra.

50/ See USITC Memorandum EC L- 238 (July 22; 1988) from the - |
Office of Economics. I ’

Like Vice- Chairman Brunsdale (_gg Dlssentlng Views of.
Vice Chairman Brunsdale), I believe that the analys1s performed
by the Office of Economics in this investigation was both
innovative and helpful in my con51deratlon of this case. _The
‘(continued...)
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50/¢. contlnued) : ‘

elast1c1ty analy31s was 1nnovat1ve i_;e_ aiia because 1t used
information respecting the elasticity: of demand for the product
that accounts for a substantial portion of the content of brass
--— i.e., copper -- to derive mathematically the elasticity of
demand for brass. .Given the fixed relation between copperﬂand
zinc in the. productlon of brass and the well-established’
mathematical relation between elasticity figures for. outputs
and elasticity of. fixed inputs, ‘there is no basis for concern
over this aspect of the staff's ‘wWork. It is true that an input -
elasticity more commonly is derived from output elasticity. :
However, that does not reflect any dlfference in the : :
relationship between -these flgures when used in this manner and
when, as the Commission staff did here, used to compute the
output:elasticity from:an input elasticity.. Instead “the
general use of this formula reflects the usual presence of .
factual information regarding consumer responses to outputs
rather than 1nputs ' _

I also understand that. in additlon to the evidence of
record in this investigation, in computing the’ elasticity of
demand for copper the Office of Economics used publicly = .
available historical data covering a 30 year period. (1956- .-
1986). This information plainly is helpful in conflrming A
conclusions reached by the Office of Economics insofar as: they _
show that those conclusions were in line with historical
experience. 'In this regard, it should be noted that the
parties to this investigation were given the usual opportunity
to comment on the staff's elasticity estimates. ' None of the
parties questioned the methodology: that the Office of Economics
used to prepare these estimates nor did they: suggest that there
was any basis to believe that any changes in the use of copper
occurred during the period of our investigation that could make
historical information less useful. 1Indeed, the'change in
demand for copper with respect to changes 1n the prlce of that'
metal has been quite stable over tlme o ,

I note that,'ln computing the brass output elastic1ty,.I_
would make a slight adjustment to the staff's calculation ‘to.
more correctly reflect the value-weighted proportions of. inputs
to brass production.rather than quantity-weighted inputs.’
However, this adjustment would not significantly affect the
ultimate elasticity range computed for brass  or for brass sheet
and strip. Moreover, differences in these numbers become
important only insofar as Commissioners rely on precise
numerical estimates rather than on general ranges for price
elasticity or more qualitative assessments of the manner in
which consumers of a product will respond to changes 1n 1ts price
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3. Impact on Employment and Investment in the Domestic
Industry L

The final inquiry into the effects of LTFV imports on the
domestic industry'relates the inferences drawn invthe prior
inouiries-to the information available regarding-the returns
realized by employees and investors in.the domestic industry.
The antidumping law specifies a number of'factors:that can
assist thelCommission in this inquiryb—— such-as actual and
potential negatlve effects on employment, actual and potentlal
negative effects-on profits, return on lnvestment, cash flow,
ability to raise capltal,'and level of 1nvestment.§l/,

In this 1nvestlgation, there is no evidence in“the ‘record
1nd1cat1ng that the relatlvely small effects on domestlc prlces
and productlon.that resulted from the LTFV sales of the subject
imports have had a materlally adverse 1mpact on employment and
1nvestment in the domestlc 1ndustry The domestlc 1ndustry was
s1gn1f1cantly,more profltable in- 1987, when the LTFV sales took
place; than it was durlng the -preceding years 5_/ These
favorable developments contlnued into the first quarter of:
1988.53/ Moreover, the data complled bylthe Commlssion
respecting the domestic 1ndustry [ profitablllty were distorted

because they included substantial losses for one firm,

51/ 19 U.S.C. Section 1677(7) (C).
52/ Report at -a-24, Table 8.

53/ 1d.
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[‘*'* *1. that were 1ncurred as . a result of [ Vi *] ig/ If
-.one did not take these losses 1nto account the industry |
finanCial data ——.which is not negative to begin with -- would't
tappear even more pOSitive, and substantially so | ‘ |

'As There lS likew1se no eVidence in the record of an adverse_
effect on employment consequent to the LTFV imports. Employ-
mment of production and related workers in the 1ndustry |
v~increased slightly in 1987 as did the total compensation paid
'vto such workers iﬁ/ - 1 : B T o

_-; The only eVidence in the record suggesting that the' :..
domestic industry has been struggling lS data indicating that

t:industry capital expenditures and research and development ;_1‘

,4’ ’.

;outlays dropped substantially in 1987 55/ However,.there is no‘_'”‘

"eVidence 1n the record that ties this development in any S
'persuaSive way to the LTFV sales that took place 1n the first

_part of that year

: The evidence in this investigation indicates that the LTFV |

“sales under 1nvestigation produced only a very modest effect ony<'

domestic prices and sales,.and there is no evidence directly
,demonstrating that these price and volume effects had any

‘Significant adverse effects on employment and investment in the.; -

Ai_/ ldi at a~23
- ii/ 1d¢ at a—19

- ‘-5_5/ & at a—-25 26



76
domestic industry The 1ack of concrete eVidence of adverse
impact on employment and investment of course, is not
dispOSitive in and of itself because the CommiSSion Wlll
rarely, if ever, have such eVidence before it ' The employment
and investment data are nevertheless especially Significant in
a case’ such as this one, where the eVidence suggests very small
effects on prices and sales of the domestic like product The
critical question in such a case is whether these effects o
translate into material inJury to the domestic industry 'hs.I
have noted elsewhere i_/ the Tariff Act does not establish nor
has the CommiSSion ever adopted a litmus test for the
materiality of inJury by reason of LTFV imports.i Where as ne;é”
imports have a small effect on the domestic industry, it often
may be unclear whether the effect suffices to be material
w1thin the meaning of the Act or, instead, is de mig;m's and
hence, immaterial. In such circumstances, CommiSSioners
reasonably may reach disparate conclusions respecting the
weight accorded to various statutory factors and'the'ultimate
disposition of the investigation In making such close
Judgments, I believe that expliCit statutory advertence to the.t
effects of imports on returns on investment ability to raise .

capital, employment ‘in the industry, compensation of employees,

and so on, iﬂ/ suggests that the levels of such indiCia of

57/ Nitrile Rubber from Japan, Inv. No. 731-TA-385 (Final),
USITC Pub. 2090 (June 1988) (Additional Views of Commissioner
Cass) at 48-49.

58/ See 19 U.S.C. Section 1677(7) (C) (iii).



77
financial'heaith may play a role even though thereis no clear
indication that'chaﬁges in‘suchifactors aré'related to'effects~‘
_bf the LTFV imports.359/ In my- opifion,  thus, the‘Very'small
effects of LTFV imports on the domestic industry's :prices and
‘saleé, the lack of evidence that employment and investment in
the domestic'ihdustry have been adversely affected by the LTFV’
sales of the éubject'imports,~and the seemingly plain evidence’
that the domestic~industryﬂis qUite”healthy; lead me to-
conclude- that this is not a case where material injury by
.reason of LTFV imports ¢an be found.

III. THREAT OF MATERIAL INJURY-

I likewise do not believe that there is any basis for a
finding that any'domestic industry is threatened by reason of
LTFV imports;ﬁg/ Alﬁhough this issue was raised in the
Petition, novelaboration of Petitioners' position on this issue
was provided in Petitionérs"préhearing or posthearing briefs
or at the June 28, 1988 hearing held before the Commission.
Accordingly, Petitibners may havé abarnidoned their. argument on -’
this issue. | ' |

In any event, I dc not find that';heré ié any bésis fof.an—
affirmative fihding in'this investigation Qﬁ the basis of | o

threat 6f_material»injury. - The statutory factors supporping a

'ig/vseé Nitrile Rubber from Japan, --Inv. No. - 731-TA-385 (Final),
USITC Pub. 2090 (June 1988) (Additional Views of Commissioner -
Cass) . : -

60/ Material retardation is not an issue here.
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finding of threat by the Commission are not present in this
case.6l/ There is little existing unused capacity in Japan or
Netherlands, and no evidence of plans in either country to -
create‘capacity,<thatAcouldvbe used to produce a significant
increase of exports to the United States.of the subject
products.62/ Market penetration by the subject imports has
been falling, rather than rising.63/ Inventories of the
subject products have likewise fallen.64/  There is some
evidence that the Japanese and Netherlands exporters have the
potential to shift production from other products to brass
sheet and strip for export to the United States,65/ but there
is. no evidence in the record of any plans by those exporters to
do so. Nor is there any logical reason- to believe that such
shifting will occur in the face of the reCént dramatic rise in -
the value of the yen relative to the U.S. dollar.

. A finding of threat must be based on "evidence that the
threat of material injury is real and that-the .injury ‘is
material”, and may not be,basedtqn "mere .conjecture or

supposition”" .66/ I do notmbelieve-that”there.is‘any basis for

61/ See 19 U.S.C. Section 1677(7) (F) (1).

62/ Report at a-30, Table 11; a-31, Table 12.
63/ Report at a-35, Table'15.'.'A' o
64/ 1d. at a-28.

65/ See USITC Memorandum EC -L.—238 (July 22, 1988) from Office
of Economics at 8-9. . . : S

66/ 19 U.S.C. Section 1677(7) (F) (ii).
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such a finding in this investigation.






INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On July 20, 1987, petitions were filed with the U.S. International Trade
Commission and the U.S. Department of Commerce by counsel on behalf of American
Brass, Buffalo, NY; Bridgeport Brass Corp., Indianapolis, IN; Chase Brass &
Copper Co., Solon, OH; Hussey Copper Ltd., Leetsdale, PA; The Miller Co.,
Meriden, CT; Olin Corp. (Brass Group), East Alton, IL; and Revere Copper
Products, Inc., Rome, NY. In addition, by letter dated May 27, 1988, the
. Commission was informed that North Coast Brass & Copper (North Coast) wishes to
be included as a petitioner in these cases. The petitioning firms are all
members of the Copper & Brass Fabricators Council, Inc., made up of 18 copper
and brass fabricating companies, which fully supports the petitions. The
following trade unions are also petitioners: the International Association of
Machinists & Aerospace Workers; the International Union, Allied Industrial
Workers of America (AFL-CIO); the Mechanics Educational Society of America
(Local 56); and the United Steelworkers of America (AFL-CIO/CLC).

The petitions allege that an industry in the United States is materially
injured and threatened with material injury by reason of imports from Japan and
the Netherlands of certain brass sheet and strip 1/ that are being sold in the
United States at less than fair value (LTFV).

Accordingly, the Commission instituted, effective July 20, 1987,
preliminary antidumping investigations Nos. 731-TA-379 (Preliminary) (Japan)
and 731-TA-380 (Preliminary) (Netherlands), under section 733(a) of the Tariff
Act of 1930, to determine whether there is a reasonable indicatiom that an
industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of the alleged LTFV imports of brass sheet and
strip from Japan and the Netherlands.

On the basis of information developed during the course of those
investigations, the Commission unanimously determined that there is a
reasonable-indication that an industry in the United States is materially
injured by reason of imports from Japan and the Netherlands of such merchandise
into the United States (52 F.R. 34324, Sept. 10, 1987). '

On February 1, 1988, Commerce notified the Commission of its preliminary
determination that brass sheet-and strip from Japan are being, or are likely to
be, sold in the United States at LTFV (53 F.R. 2771); and on February 8, 1988,

1/ For purposes of these investigations the term "certain brass sheet and
strip"” refers to brass sheet and strip, other than leaded brass and tin brass
sheet and strip, of solid rectangular cross section over 0.006 inch but not
over 0.188 inch in thickness, in coils or cut to length, whether or not
corrugated or crimped, but not cut, pressed, or stamped to nonrectangular
shape, provided for in items 612.3960, 612.3982, and 612.3986 of the Tariff
Schedules of the United States Annotated (TSUSA). The chemical compositions of
the products under investigation are currently defined in the Copper
Development Association (CDA) 200 series or the Unified Numbering System (UNS)
C20000 series. Products whose chemical compositions are defined by other CDA
or UNS series are not covered by these investigations.
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Commerce notified the Commission of its preliminary determination that brass
sheet and strip from the Netherlands are being, or are likely to be, sold in
the United States at LTFV (53 F.R. 3612). Commerce scheduled its final LTFV
determinations with respect to Japan for April 11, 1988, and with respect to
the Netherlands for April 18, 1988.

As a result of Commerce's affirmative preliminary determinations, the
Commission instituted final antidumping investigations Nos. 731-TA-379
(Final)(Japan) and 731-TA-380 (Final)(Netherlands). Notice of the Commission's
investigations and of a 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 February 24, 1988 (53 F.R. 5474).

On February 22, 1988, Commerce published a notice in the Federal Register
(53 F.R. 5207) postponing its final LTFV determination for Japan until June 15,
1988; and on March 10, 1988, Commerce published a notice in the Federal
Register (53 F.R. 7771) postponing its final LTFV determination for the
Netherlands until June 15, 1988.

Accordingly, the Commission published a notice in the Federal Register of
March 30, 1988 (53 F.R. 10301), revising its schedule for the conduct of the
investigations. 1/ Effective June 21, 1988 (Japan), and June 22, 1988
(Netherlands), Commerce determined that brass sheet and strip from Japan and
the Netherlands are being, or.are likely to be, sold in the United States at
LTFV (53 F.R. 23296 and 23431).

The Commission's hearing was held on June 28, 1988, 2/ and the
Commission's determinations in these cases were transmitted to the Department
of Commerce on July 29, 1988.

Previous Commission Investigations Concerning
Brass Sheet and Strip 3/

There have been nine previous Commission investigations concerning brass
sheet and strip. On December 22, 1986, the Commission determined, pursuant to
section 705(b) of the Tariff Act of 1930 (19 U.S.C. 1671d(b)), that an industry
in the United States was materially injured by reason of imports from Brazil
(investigation No. 701-TA-269 (Final)) of certain brass sheet and strip,
provided for in item 612.39 of the Tariff Schedules of the United States
(TSUS), which had been found by the Department of Commerce to be subsidized by
the Government of Brazil. The Commission also determined, pursuant to section
735(b) of the Tariff Act of 1930 (19 U.S.C. 1673d(b)), that an industry in the
United States was materially injured by reason of imports from Brazil

1/ Copies of the Commission's and Commerce's notices are shown in app. A.

2/ A list of witnesses appearing at the Commission's hearing is contained in
app. B. .

3/ In addition to these previous Commission investigations, on May 2, 1988,
counsel for petitioners filed a request with Commerce for monitoring of imports
of certain brass sheet and strip from Argentina, Hungary, Mexico, Switzerland,
the United Kingdom, and Yugoslavia. The request alleges "persistent injurious
dumping"” of the subject merchandise by those countries.
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(investigation No. 731-TA-311 (Final)), Canada (investigation No. 731-TA-312
(Final)), and the Republic of Korea (investigation No. -731-TA-315 (Final)) of
certain brass sheet and strip, 1/ provided for in TSUS item 612.39, which had
been found by the Department of Commerce to be sold in the United States at
LTFV. 2/

On February 19, 1987, .the Commission determined, pursuant to section
705(b) of the Tariff Act of 1930 (19 U.S.C. 1671d(b)), that an industry in the
United States was materially injured by reason of imports from France
(investigation No. 701-TA-270 (Final)) of certain brass sheet and strip,
provided for in TSUS item 612.39, which had been found by the Department of
Commerce to be subsidized by the Government of France. The Commission also
determined, pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C.
1673d(b)), that an industry in the United States was materially injured by
reason of imports from France (investigation No. 731-TA-313 (Final)), Italy
(investigation No. 731-TA-314 (Final)), Sweden (investigation No. 731-TA-316
(Final)), and West Germany (investigation No. 731-TA-317 (Final)) of certain
brass sheet and strip, 3/ provided for in TSUS item 612.39, which had been
found by the Department of Commerce to be sold in the United States at LTFV. 27

The Product

Description

The subject of these investigations is wrought 4/ sheet and strip of
brass, of solid rectangular cross section, over 0.006 inch but not over 0.188
inch in thickness, 5/ in coils or cut to length, whether or not corrugated or

1/ Certain Brass Sheet and Strip from Brazil, Canada, and the Republic of
Korea: Determination of the Commission in Investigation No. 701-TA-269 (Final)
Under the Tariff Act of 1930 and Determinations of the Commission in
Investigations Nos. 731-TA-311, 312, and 315 (Final). . ., USITC Publication
1930, December 1986.

2/ Commissioners Liebeler and Brunsdale determined in all of those
investigations that an industry in the United States is not materially injured
or threatened with material injury, and that the establishment of an industry -
in the United States is not materially retarded, by reason of 1mports from the
countries subject to those investigations.

3/ Certain Brass Sheet and Strip from France, Italy, Sweden, and West Germany:
Determination of the Commission in Investigation No. 701-TA-270 (Final) Under
the Tariff Act of 1930 and Determinations of the Commission in Investigations
Nos. 731-TA-313, 314, 316, and 317 (Final). . ., USITC Publication 1951,
February 1987.

4/ The term "wrought® refers to products that have been rolled, forged, drawn,
or extruded, and also refers to cast or sintered products that have been
machined or processed otherwise than by simple trimming, scalping, or descaling.
5/ Gauges of 0.006 inch and below are considered to be foil, and gauges over
0.188 inch are considered to be plate.




crimped, but not cut, pressed, or stamped to nonrectangular shape, meeting the
composition specifications of the Unified Numbering System for Metals and
Alloys (UNS) C20000-series 1/ or the Copper Development Association (CDA)
200-series. 2/ For the TSUS, brass sheet is over 20 inches in width, and brass
strip is not over 20 inches in width. However, the generally accepted industry
distinction between brass sheet and strip is that brass strip consists of brass
that is coiled or wound on reels of whatever gauge and width, and brass sheet
consists of brass that is no longer coiled or wound but has been cut to length.

Manufacturing process

The manufacturing process for brass shéet and strip involves casting,
rolling, and finishing of the brass sheet and strip. 3/ - The brass casting
process begins with the acquisition of raw materials, i.e., virgin or selected
copper, zinc, other elements, or scrap brass. Brass mills often obtain raw
materials through "tolling" arrangements, whereby customers provide the mills
with raw materials and pay them a fee to have the materials converted into
brass sheet and strip. Scrap is also obtained from captive operations, from
scrap dealers, from scrap brokers, or from customers in "buy-back
arrangements." 4/

In the predominant casting process for brass sheet and strip, raw
materials are measured and placed in a melting furnace; samples of the melted
material are then analyzed to ensure that correct compositions have been
achieved. Then the melted material is poured into a holding furnace. When the
holding furnace is sufficiently filled, the molten brass is directed from the
holding furnace into single or multiple molds. These molds or dies are
approximately 1 foot thick and are open at the bottom. The molds rest on a
piston device that is enclosed in a water-filled cylinder. As a mold fills
with molten brass, the piston is gradually lowered, and the brass cools and

1/ The UNS is managed jointly by the American 5001ety for Testing and Materials
and the Society of Automotive Engineers.

2/ Brass is an alloy of copper (not including nickel silver) in which zinc is
the principal alloying element, with or without small quantities of other
elements. There are three general categories of brasses: copper-zinc alloys
(brasses) covered by the UNS C20000-series, copper-zinc-lead alloys (leaded
brasses) covered by the UNS. C30000-series, and copper-zinc-tin alloys (tin
brasses) covered by the UNS C40000-series. The UNS C20000-series represents
the .bulk (approximately 90 percent in 1987) of U.S. production of brass sheet
and strip. Petitioners state that leaded and tin brasses are essentially not
competitive with UNS C20000-series brasses. In the petitions in the
investigations, pp. 8 and 9, petitioners state that the high-machining
abilities of leaded brasses and extremely high strength and spring
characteristics of tin brasses cause these alloys frequently to be incompatible
with normal UNS C20000-series uses. The additional processing expenses
required for lead and tin brasses and the higher metal cost for the tin brasses
make substitution of these brasses for the UNS C20000-series brasses unusual.
3/ Firms that cast, roll, and finish brass sheet and strip are vertically
integrated producers, known as brass mills.

4/ Brass mills generally buy back, in the form of scrap, a percentage of
materials purchased by customers. The percentage tends to be based on each
customer's scrap-generation rate.
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hardens as it .is exposed to the water. hence, the term "d1rect chill technique”
is applied to this casting process. The castlng operations produce brass
ingots that are roughly S to 7 1nches thick, 26 to 30 inches wide, 25 feet
long, and weigh over 10,000 pounds. Once-the ingots are cast, they are. removed
from the casting equipment. Before further processing, the 1ngots are tr1mmed
and tested for structural 1ntegr1ty.

At this point, rolling operat1ons begln with hot-breakdown rolllng. The . :
ingots are heated, rolled (reducing them in thickness from approximately 5 to 7
inches in thickness to ‘less than 0.5 inéh), cooled, and coiled. The material
is then milled to e11m1nate surface ‘irregularities and then is further reduced
in thickness to 0.188 inch or less through cold-breakdown rolllng "The extent
of further processing is entirely’ dependent on customer requirements. 1/ In
general, ‘the material typically undergoes a variety of additional -operations,
such as annealing, 2/ cleaning, rolling to final th1ckness on "four-high" or
"Sendzimir cluster” mills, tension leveling, slitting (to-achieve a desired
width), and cutting to length to meet. customer specifications. 3/ ‘Once all -
operations are completed, the material 1s packed and shlpped. : : ' ’

Granges Metallverken Nederland B.V. (Metallverken), the only producer in-
the Netherlands, claims to have a unique production process that utilizes
centrifugal or "ring" casting in its Zutphen mill. According to Metallverken.
a ring is cast with a thlckness of 120 millimeters and a diameter of"
approximately 3 meters on a ring caster. This process eliminates the creation
of ingots and the subsequent-hot rolling of these ingots and, according to
Metallverken, results in- lower production costs than in U.S. :brass mills.
Final thickness is achieved by cold rolling on a five-stand rolllng mill.
Accordlng to- Metallverken all rolling performed at Zutphen is cold-rolling,
which is allegedly more efficient than hot- rolllng and prov1des a better
surface finish. Metallverken contends that its processes utilizing specially
des1gned equlpment 'enable the firm to produce brass strip of extremely thin
gauges, “tight tolerances, unlform graln s1ze. and excellent surface flnlsh 4/

oy

Uses

The chief characteristics~of the UNS C20000-series of brasses are ease of

1/ Material purchased by firms known as rerollers, which have processing’ .
equipment of their own, mlght requ1re 11ttle or no further processxng by the :
brass mill. ’
2/ According to a brochure on the productlon process pub11shed by 011n Corp.,
‘in order to allow cont1nued ‘cold reduction or to soften the metal for forming,
it is necessary to anneal the metal by heating it. ‘In strip annealing, a coil
of metal is unwoiund and fed continuously through a furnace. It is.then
cleaned, dried, and recoiled in line with the furnace. - In the bell annealxng
process, coils of metal aré placed on a platform and covered by a retort or
bell; the metal is then heated in.a protective atmosphere by a furnace placed'
over the bell. The choice of annealing process is determined by such factors ’
as strip thickness, alloy, and final product specifications.

3/ A new facility constructed in Shelby,. NC, by Chase Brass & Copper Co. uses a
different casting process in wh1ch a small diameter rod is cast vertlcally, hot
rolled and cold rolled in line, annealed, and coiled.’ R

4/ Postconference brief on behalf of Metallverken.
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manufacture, fair electrical conductivity. éxcellent forning and. drawing
properties, and good strength. . They are.used in many d1fferent types of
applications, e.g., ammunltlon. automotlve radlators. coins, door hardware and
bathroom accessories, electrical connectors, jewelry, and.lamp. bases.

Like product issues

Counsel for some respondents in the’ prev1ous brass sheet and strip
investigations contended that brass material to be rerolled (reroll) is a
separate and distinct product from finished brass sheet and strip (finished
product), and that although they are covered by the same TSUS .item, reroll and
the flnlshed product are different products. ' The following are some of the
alleged differences: reroll is an intermediate product; reroll usually has a
thicker gauge than the finished product; reroll ‘has different physical and
metallurglcal character1st1cs. qualltles. pr1ces. and uses that .prevent it from
being fungible or 1nterchangeab1e with the f1nlshed product; and reroll is sold
to rerollers, a different market from end users and d1str1butors of the '
f1nlshed product. . . . L. . _ -

:Counsel for the'petitioners contended that there is no justification for
defining reroll and the finished product as separéte like products -because
reroll is nothing more than brass sheet and strip that can be reduced by
further rolling to thinner gauges. and that reroll is dedicated to the same uses
as is finished brass sheet and strip. Moreover, counsel contended that reroll
and the finished product have the same metallurgical characteristics, are -made
in the same manner, and have the same applications, and that reroll can be, and
often 1s, sold as a finished product w1thout extra proce331ng

"In the prev1ous pre11m1nary and f1nal 1nvest1gat10ns, the Comm1s31on
examined the issue of whether reroll and the finished product constitute a
single like product or separate like products. The Commission found that there
is a single "like product,” brass sheet and strip, which includes reroll and
the finished product. The issue of reroll as a separate like product has not
been raised by parties in the instant investigationms.

However, in the instant investigations counsel for Cambridge-Lee argues
that there should be separate like products for "architectural grade” Muntz
metal and architectural grade commercial bronze in 48-inch widths, and that
these products should be excluded from the Commission's determinations on the
basis that the domestic industry does not produce comparable products. 1/

Muntz metal and. arch1tectura1 bronze are descrlbed by respondents as brass
sheet products used in architectural appl1cat10ns such as building facades,
lobbles. elevators, doors, and so forth, where the aesthetic quality of the
material is. cr1t1ca1 Cambr1dge Lee contends that the architectural bronze
subject to these .investigations is prov1ded for. under alloy number C22000,;
which is a provision for commercial bronze.‘2/ and that the Muntz metal subject

1/ Préhearing brief on behalf of CambridéeﬁLee'Industries.~Inc;. pp. 4-5.
2/ Standards Handbook: Wrought Copper and.Copper.Alloy-Mill Products,. Copper
Development Association Inc., Greenwich, CT, 1988, p. 9.
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‘to these investigations is prov1ded for under alloy number C28000. 1/
Cambridge-Lee claims that its customers requlre 48-inch sheet (imported by
Cambridge-Lee from the Japanese firm * * *) and that domestlc producers do- f
not, and cannot, produce 48-inch- wide brass sheet and strip. In addition,
counsel and witnesses for Cambridge- Lee argued at the Commission's hearing, in
briefs, and in other submissions -that domestlc Muntz metal and architectural
bronze are 1nferlor to the imported product '

Counsel for: petltloners argues agalnst “such exc1u31ons on the basis of the
domestic industry's ability to produce certain of the products and on the basis
of potential circumvention by slitting 48-inch str1p into narrower widths after
entry into the United States. 2/ There is one domestic producer of Muntz
metal; Revere. Copper Products. Inc., produces Muntz metal in finished widths up
through 36-inches. 3/ * * *_ There-is, at present, one producer of C22000—‘
series commercial bronze sheet and str1p * * * manufactures that alloy in
w1dths up to * * x. 4/ I

U.S. tariff treatment

Imports of wrought brass sheet and strip meeting the specifications for
brasses of the UNS CZOOOOeseries}}othervthan clad-sheets,‘the foregoing not
cut, pressed, or stamped to nonrectangular shapes, are classified in TSUS item
612.39 and reported for stetistical purposes under TSUSA items 612.3960
(sheets), 612.3982 (strips under 1/16 inch in thlckness), and 612.3986 (strips
1/16 inch or more in thickness). The current column 1-a rate of duty for the
subject brass sheet and strip, applicable to imports from Japan and the
Netherlands, is 1.9 percent ad valorem. 5/ "The Special duty rate, applicable
in this instance under the Generalized System of Preferences (GSP) to eligible
" products of designated beneficiary developing countries, is free. 1In

1/ There are also provisions under the C30U00 series alloys for Muntz metal
(alloy numbers C36500, C36600, C36700, C36800, and .C37000). Further,
architectural bronze is prov1ded for under alloy numbers C38000 and C38500;
however, C30000-series alloys are- not subJect to these 1nvest1gat10ns.
2/ Transcript of hearing, p. 10.
3/ 1bid., pp. 238-239.
4/ Petitioners' prehearing br1ef , o : :
"~ 5/ Rates of duty for TSUS item 612. 39 ‘are d1V1ded into col "1-a and col. 1-b’
rates of duty. Col. 1-a rates apply when the market price of copper is 24 °
cents or more per"pound Col. 1-b rates apply when the market price of copper
is under 24 cents per pound, but copper prices have averaged well above that™
level in the 1980's. The col. 1-b tate is 0.9 cent per pound on copper content
+.0.9 cent per pound. The rates of duty in col. 1 (or in this instance 1-a or
1-b) are most-favored-nation (MFN) rates and are applicable to imported
products from all countries except those Communist countries and areas
enumerated in general headnote 3(d) of the TSUS.. However, MFN rates would not
apply if preferent1a1 tariff treatment is sought and granted to. products of
developing countries under the GSP or.the Caribbean Basin Economic Recovery Act
(CBERA), or to products of Israel or of least developed developing countries
(LDDC's), as-provided under the Special rates of duty colusn.

In addition, pursuant to the Omnibus Budget Reconclllatlon Act of 1986, a
user fee of 0 22 percent ad valorem on most 1mports took effect on Dec. 1,.
'1986. : : :
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anticipation of U S "adoption.of the Harmonized System (HS), petitioners note.
that under the HS nomenclature structure, the subject brass sheet and strip
would be classified in subheadlngs 7409.21.00 and 7409.29.00 and covered by
statistical reporting numbers 7409. 21 0050, 7409.21.0075, 7409.29. 0050, and
7409.29.0075 of the proposed Harmonized Tariff Schedule of the United States.
Such provisions have the same proposed column 1 general rate of duty of 1.9
percent ad valorem.

The Nature and Extent of Sales at LTFV

Effective June 21, 1988 (Japan). and June 22, 1988 (Netherlands) .Commerce
determined that brass sheet and strip from Japan and the Netherlands are being,
or are likely to be, sold in the United States at LTFV (53 F.R. 23296 and
23431). The estimated weighted-average margins are shown below (in percent ad
valorem): "

Country and firm LTFV margin
~Japan: _
Nippon Mining Co. S R 57.98
Sambo Copper Alloy Co., Ltd...... ... 13.30
Mitsubishi Shindoh Co., Ltd........ 57.98
Kobe Steel, Ltd.....covuunn.. e ~ 57.98
. All others....... et esearseennnnses 45.72
Netherlands: ' ' .
Metallverken Nederland B.Vo....... - 16.99
All others..; ...................... " 16.99

To determine whether sales in the United States of brass sheet and strip

- from Japan were at LTFV, Commerce presented antidumping duty questionnaires to
Nippon Mining Co., Ltd.. (NMC); Sambo Copper Alloy Co., Ltd. (Sambo); Mitsubishi
Shindoh Co., Ltd. (M1tsub18h1). and Kobe Steel, Ltd. (Kobe), which accounted
for approximately 90 percent of the exports of brass sheet and strlp from Japan
to the United States during the period of Commerce s 1nvestlgat10ns.

February 1, 1987, through July 31, 1987 (Oct. 1, 1986, through~Ju1y 31, 1987,
for Sambo).

NMC advised Commerce that it would not respond to their cost- of-
productlon questionnaire. Furthermote. NMC adv1sed Commerce that it would
forgo verification of its U.S. sales. Two companies, Mitsubishi and Kobe,
failed to respond to Commerce's questionnaire. When a company failed to
respond to Commerce's questionnaire, Commerce determined that it was
appropriate to assign to that company the highest margin among (1) the company-
specific margins in the petition, (2) the margin for the respondent with the
highest margin of all tespondents that supplied adequate and verified .'
responses, or (3) the margin calculated for NMC using petitioners' constructed
value information. Commerce described its methodology in its notice. Commerce
used petitioners' constructed value information as "best available information"
for determining the LTFV margin for NMC and applied the same margin to
Mitsubishi and Kobe, cons1stent with Commerce's approach of making adverse
assumptions for nonresponding companles Sambo cooperated with the Department
of Commerce and the LTFV margin for Sambo was determlned using the Commerce
methodology described in the notice. ’
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Metallverken also cooperated with Commerce during its investigation as
described in Commerce's notice of . its final LTFV margins with respect to the
Netherlands. : :

The Domestic Market

U.S. consumption

The data on apparent U.S. consumption of C20000-series brass sheet and
strip presented in this report are composed of U.S. brass mills' domestic
shipments of C20000-series brass sheet and strip as reported in questionnaire
responses and imports of all series of brass sheet and strip as reported in
official statistics of the U.S. Department of Commerce. In the previous
Commission final investigations on brass sheet and strip, C20000-series brass
sheet and strip accounted for over 95 percent of total imports as reported by
Commerce. Therefore, for the purposes of these investigations, all imports
from Japan and the Netherlands are treated as C20000-series brass sheet and
strip. This practice is supported by the responses received to the
Commission's importer's questionnaire.

On the basis of the data presented in table 1, apparent consumption of
C20000-series brass sheet and strip decreased from 639.9 million pounds in 1984
to 521.2 million pounds in 1985, or by 18.5 percent, and then increased to
530.7 million pounds in 1986, or by 1.8 percent. It should be noted that 1984
was one of the best years ever for the brass sheet and strip industry. 1/
Apparent consumption increased to 570.4 million pounds (7.5 percent) in. 1987
and was 145.2 million pounds during January-March 1988, representing a decrease
of 1.7 percent from the level of apparent consumption in the corresponding
period of 1987. .

In order to view end-use trends, data were obtained from the CDA,
Greenwich, CT, on shipments by primary brass mills of strip, sheet, and plate
of brass and copper alloys, other than nickel silver and phosphor bronze, by
end-use sector. Although the CDA data include more than simply C20000-series
brass sheet and strip 2/ and record shipments to rercllers, redrawers, and
distributors as end-use shipments (when in fact such shipments are then resold
to actual end-use markets), the CDA data are generally indicative of the actual
shifts in consumption by end-use sector experienced by C20000-series brass
sheet and strip. Such data are presented in table 2. Between 1984 and 1985,
virtually all the major end-use sectors experienced decreases in purchases from
primary brass mills. Between 1985 and 1986, some of the major end-use sectors
experienced further decreases, whereas other end-use sectors experienced
increases. Between 1986 and 1987, virtually all the major end-use sectors
experienced increases in purchases from primary brass mills. CDA shipment data
for 1967-87, by end-use sectors, are presented in figure 1.

1/ Transcript of conference at p. 76.

2/ C20000-series brass sheet and strip accounted for most (72.7 percent in
1986) of the CDA data on total alloy sheet, strip, and plate presented in this
report. The 72.7 percent figure is based on data appearing in Market Data,
Copper Development Association, Inc. ‘ '



Table 1

Brass sheet and strip, C20000-series: U.S. brass mills' domestic shipments,
U.S. imports, and apparent U.S. consumption, 1984-87, January-March 1987, and
January-March 1988

(In thousands of pounds)

January-March--
Item 1984 1985 1986 1987 1987 1988

U.S. brass mills’ ) '
domestic shipments 1/.. 455,857 376,681 398,574 471,416 121,176 125,149

U.S. imports 2/ from-- : : : _ :
Japan.......ceeeneennnn 17,934 19,194 22,919 19,968 ° 5,872 491

Netherlands............ 15,630 15,406 14,920 15,353 3,800 3,750
Subtotal........... .. 33,564 34,600 ' 37,839. 35,322 9,672 4,241
All other countries.... 150,479 109,939 94,274 63,623 16,802 15,789
Total.....oovvvevnnnn © 184,043 144,539 132,113 98,945 26,474 20,030

Apparent U.S.
consumption............ 639,900 521,220 530,687 570,361 147,650 145,179

1/ Includes captive consumption (company transfers).
2/ Consists of official statistics of the U.S. Department of Commerce for all
series of brass sheet and strip.

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

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

Figure 1 shows the cyclical nature of the brass sheet and strip markets,
substantial declines in shipments for government coinage, declines in shipments
for ordnance, and increased shipments to rerollers and distributors during
1967-87. : ‘ : :

U.S. producers

Brass mills.--The petitioners define the U.S. industry as firms that cast,
roll, and finish brass sheet and strip, known in the industry as brass mills.
There are 11 known brass mills that produce C20000-series brass sheet and
strip: 8 of these firms are petitioners in these investigations. One firm
* * *_  Another firm * * *, The other firm * * *_ 1/ The 10 firms that filed
questionnaires (accounting for an estimated *** percent of 1987 shipments of
all shipments of C20000-series brass sheet and strip by U.S. brass milis),

1/ * % %,



a-11

‘Table 2

Strip, sheet, and plate of brass and copper alloys: 1/ Shipments from primary
brass mills, by end-use sectors, 1984-87, January-March 1987, and January-March

1988
(In millions of pounds)
Jan.-Mar.--

End-use sector 1984 1985 1986 1987 1987 1988
Transportationﬁequipment 2/..... 134.8 115.9 104.1 104.6 30.3 26.8
Ordnance 3/....ciiviveenncnnnansn 81.0 .81.4 67.9 71.3 18.3 20.2
Distributors.....ceeeeeevenncenen 83.4 67.0 92.2 119.1 32.4 30.1
Rerollers and redrawers......... 111.6 66.8 84.8 102.7 25.0 28.6
Electrical and electronic '

ProduCtS. .. uvrerecnnconnnnanns 58.5 37.9 46.6 58.0 14.9 15.4
Government coinage.............. 45.5 29.5 20.9 18.4 4.9 15.0
Stampings. . ....cuecnecnnenneanen 22.6 20.8 23.6 25.3 6.8 5.7
Building products 4/............ 30.7 19.3 23.6 23.6 5.7 6.6
All other end-use sectors....... 53.1 43.4 39.3 41.4 10.1 15.3

Total. ... treeanen 631.2 481.9 503.0 564.4 148.4 163.7
1/ Other than nickel silver and phosphor bronze.
2/ Mainly automotive nonelectrical.
3/ Mainly military ordnance.
4/ Mainly builders' hardware.
Note.--Because of rounding, figures may not add to the totals shown.

Source: Copper Development Association.

the locations of their'facilities. and their share of reported brass mills'
shipments :of C20000-series brass sheet and strip in 1987, are presented in the

following tabulation (in percent):

Firm and'plant locations
* * b4 % ®
b o o T

Share of brass

mills' shipments
in 1987

Note.-—Becéuse'of rounding, figures may not add to the total shown.

* * % of the brass mills * * * accounted for 76.8 percent of aggregate
shipments of C20000-series brass sheet and strip by brass mills in 1984, 82.0
percent in 1985, 78.3 percent in 1986, 75.7 percent in 1987, and 76.7 percent

during January-March 1988. Each of the 11 brass mills is discussed below.
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American- Brass, Buffalo, NY, a petltloner ‘in these 1nvest1gat1ons, was a
wholly owned subsidiary of -Atlantic Richfield Co. until December 1985, when it
was- sold to a limited partnershlp " The principal facility for American Brass
C20000-series brass sheet and strip is located in Buffalo, NY; a second
facility, located in Kenosha, WI, performs rerolling of C20000- -series brass
sheet and strip, Between late 1981 and early 1985, the Buffalo plant's sheet
mill was expanded and modernized. In addition to the Buffalo and Kenosha _
facilities, American Brass had a brass facility in Paramount, CA, which was "
expanded .and modernlzed'beg1nn1ng in late 1982 and ending in late 1983;
however, the Paramount facility was sold to Cerro Hetal Products, Paramount,

- CA, in December 1985 and subsequently was closed : :

Brxdgepott Btass Corp.. Ind1anapolls. IN, a. pet1t1oner in these
investigations, was incorporated in March 1984 and purchased a facility in
Indianapolis from. National Distiller & Chemical Corp. in August 1984. In
addition, Btldzeport owns Bryan Metals Co., Bryan, OH, which is a reroller. that
Bridgeport purchased from Metallverken, Inc., an 1mporter of brass sheet and
strip, in July 1985. ' On October 24, 1986, Bridgeport was purchased by a
private party.- On Decembet 8. 1986, Br1dgeport 8 union (the United. :
Steelworkers of Amer1ca..a petitioner in these investigations): accepted a ¢
15-percent wage cut and changes in work rules; thereby avoiding a poss1ble '
closure of Br1dgeport 's facility in Indianapolis: The pay cut was also
applicable to Btldgeport 's" salaried workers. : : ‘

Chase Brass & Copper Co. (Chase), Solon, . OH a pet1t10ner in these
investigations, is wholly owned by BP America, Cleveland, OH.  .During the first
quarter of 1988, Chase sold its pr1nc1pa1 production. facility, located in
Cleveland, OH, ‘to North Coast Brass & Copper Co. (North Coast). 1/ Chase has
constructed a new product1on facility in Shelby. NC, which it called its '
narrow-strlp ‘division (Chase NS) and is Chase's only rema1n1ng ‘brass mill. 2/
The Shelby plant began- commerc1al operat1ons 1n X Rk, KRR Kk kX *,

011u Cotp {Brass D1v1s1on). a petltloner 1n these 1nvest1gat10ns. has
production facilities located in East Alton IL "0lin also owns Somers Thin
Strip, a retoller in Waterbury, CT. : S ' . )

Plume & Atvood Brass Mill, Thomastoh._CTl is not a petitionmer in these
investigations * * %, Plume & Atwood is owned by Diversified Industries, Inc.,
St. Louis, MO. "Plume & Atwood's production facility is located in Thomaston,
CT. S T ) . - .o o , .

- Revere Copper Products, Inc., Rome, NY, a petltioner in these
investigations, is a wholly owned, subs1d1ary of Revere Copper. & Brass, Inc.,
" Stamford, CT. The production faC111ty of Revere Copper Products. Inc., is
located in Rome. NY. :

Hussey Copper Ltd., Leetsdale, PA, a petitioner in these investigationms,
produces at its facility in Leetsdale. "The Miller Co., Meriden, CT, a
petitioner in these investigations, produces at its facility in Meriden, CT.
MRM Industries, Inc., Meriden, CT, * * *, MRM is not a petltloner in these
1nvest1gat1ons. 1ts plant is located 1n Mer1den CT. "

»
*» »
* »

[l [
~
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United Technolog1es Automotlve (UTA) Automotlve Products D1v131on. ,
Huntington, IN, operates a brass mill in Qulncy, MI (APD ~ Quincy Brass Mill).
UTA 1s owned by Un1ted Technologles Corp.. Hartford CT *x x %, ;

Rerollers.——Flrms known as rerollers do not cast brass. but rather )
purchase intermediate-to- heavy- gauge btass sheet or strip from domestlc or
fore1gn sources and then perform additional proce381ng (which 1ncludes at least
a series of rolllng and annealing sSteps) to convert.the mater1al into f1n1shed
brass sheet or strip. The producers’ quest1onna1re in the subJect
1nvest1gat10ns was sent to firms known or be11eved to. be rerollers. as’ well as
to the primary brass mills.

In these 1nvest1gatlons. as well as in all prev1ous Commlss1on
investigations involving brass sheet and str1p. it has been d1ff1cu1t to obtain
questionnaire responses from rerollers. Rerollers do not produce any "new"
brass shéet and strip but roll brass sheet and strip purchased from domestic
brass m1lls or imported from forelgn mllls. Thus. rerollers productlon and
shipments cannot be added to data obtalned from brass mills. because such ,
additions would amount to double’ countlng of the same brass sheet.. and str1p
Rerollers simply add value to the product by produc1ng th1nner and more.
expens1ve products. For rerollers, the pounds purchased should equal the .
pounds shlpped except for scrap generatlon and 1nventory adJustments.. CLo

Data from questionnaire responses by rerollers are presented in ,

appendix C. The reroller statistics were thereby 1solated from those of the
‘brass ‘mills, which facilitated updatlng the data durlng the course of the
investigations because add1t1onal ‘reroller quest10nna1res ‘were recelved past
the due date for responses to the Comm1ss1on s questlonnalres. “In. the instant
1nvest1gat10ns. questlonnalres were sent to 14 f1rms that were be11eved to.

reroll brass sheet and ‘strip or have the capab111ty to do so.{ Ultlmately.-
usable questionnaire data were received from five firms.  Four firms certified
that. they did not _produce brass sheet and. str1p durlng January 1985-March 1988,
thiee firms are out of business, one firm * * %, and one f1rm reported that its
production of reroll was negligible (app. C)

. ey
: HE

U.S. importers

Information provided by the U.S. Customs Service identified about 60
importers of brass sheet and strip from Japan and the Netherlands. Most of the
importers imported only small quantities; nevertheless, questlonnalres were
sent to all of the known 1mporters. Quest1onna1re responses were recelved from
the *** importers shown 1n the follow1ng tabulatlon. - -

-

Importer » , Office Location ., . of the.imported goods

* S SIS E TSRS I SSEERE

The firms listéd above accounted for 76 .4 percent of the total quantlty of
brass sheet and strip imported from Japan in 1984, as reported in official
statistics of the U.S. Department of -Commerce, 90.5 peicent in 1985, 90.5
percent in 1986, and 78.3 percent in 1987. * % *_

N - v
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Consideration of Alleged Material Injury

‘In order to gather data on the question of mater1a1 injury to the U.S.
_industry. producing brass sheet and strip, questionnaires were sent to all known
‘brass mills and to firms that were known to be rerollers or were believed to
have rerolling capabilities. The aggregate data appearing in this section of
_the report are for the brass mills that responded to the Commission's '
questionnaires. Data from_rerollers are presented in appendix C.

U.S. production, capacity, and capacity utilization

. U.s. production of C20000-series brass sheet and strip by brass mills
.decreased by 16.1 percent from 1984 to 1985, increased by 5.9 percent from 1985
to 1986, and increased 14.2 percent from 1986 to 1987 (table 3). Production

- durlng January-March 1988 amounted to '119.7 million pounds, representlng an

increase of 1.3 percent compared with the level of production in the

- corresponding period of 1987. C20000-series brass sheet and strip accounted
for 92.6 percent of total reported productlon ‘of brass sheet and strip in 1984,
91.8 percent in 1985, 91.3 percent in 1986, 92.4 percent in 1987, and 93.1
,percent durlng January -March 1988.

The Conmission requested brass m1lls to provide data on their
end-of,perlod and average-for-period capacity for 1984-87, January-March 1987,
‘and_Januarnyarch 1988. Since most of the equipment used.to produce
C20000-series brass sheet and strip can also be used to produce copper and
- other alloys of copper (and vice versa), a number of firms reported the same
capacity figure for C20000-series brass sheet and strip and for all brass sheet
"and strip. Other firms made allocations based on product mix. Almost all
firms reported the same numbers for end-of-period capacity and average-for-
- period capacity; therefore, end-of-period capacity is used in table 3.

‘It is important to realize that the period-to-period capacity fluctuations
and the variations between end-of-period and average-for-period capacity are
heavily influenced by product mix, and do not clearly indicate the extent of
equipment. addition or dismantling that would normally lead to capacity
.:varlatlons. ‘Thé principal observatlon that” can be made from the capacity data
-in table 3 is that capacity appeared to decrease dur1ng 1984-87, although this
‘could 81mp1y be because of changes in product mix. The same caution that
should be used when viewing domestic capac1ty data applies to foreign capacity
data for the same reasons.- Capacity-utilization decreased from 73.9 percent in
‘1984 to 65.2 percent in 1985, and then 1ncreased durlng both 1986 and 1987 and
.reached 90 5 percent dur1ng January—March 1988. °

U. S producers shipments

4 U.S. shlpments (1nclud1ng company transfers) of CZOOOO ser1es brass sheet
and strip by brass mills decreased from" 455 9 m11110n pounds in 1984 to 376.7
million pounds in 1985, "oT" by 17.4 percent then increased to 398.6 million
pounds in 1986, or by 5.8 percent, and 1ncreased further to 471.4 million.
pounds in 1987, or by 18.3 percent (table 8) . ““Thus, U.S. shipments of €20000-
series brass sheet and strip in 1987 exceeded ‘shipments in 1984, which was
.considered by the industry to have been an exceptionally good year. U.S. brass
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Table 3
Brass sheet and strip: U.S. productive capacity, production, and capacity
utilization of brass mills, 1984-87, January March 1987, and January March 1988

. o o . Januarz—Harch-—
Item 1984 1985 1986 . 1987 -~ 1987 - 1988

ot

End-of-period capacity:
All brass sheet and
strip L . e . S
(1,000 pounds)....... ' 646,353 636,187 596,274 585,016 150,912 145,707
C20000-series brass o : . B
sheet and strip

(1,000 pounds) ....... 616,695 586,327 549,364 543,176 138,007 132,302
Production: ' ' ' A
All brass sheet and
strip o o : - R
(1,000 pounds)....... 492,077 416,409 443,138 500,461 127,359 128,616

- £20000-series brass
sheet and strip A . , :
(1,000 pounds)....... 455,783 382,206 404,681 462,286 118,130 119,718
Capacity utilization: 1/ .
All brass sheet and . S P S :
strip (percent).......  76.1 65.5 74.3 . 85.5. 84.4 88.3
C20000-series brass ' . oL ,
sheet and strip , . . . B ..
(percent)............ ©73.9.  65.2 . 73.7 85.1 85.6°  90.5

1/ Computed from data of firms providing data .on both. capac1ty and productlon

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

mills' domestic shipments during JandaryAHareh 1988 amounted to 125. 1 million
pounds, representing an increase of 3.3 percent compared with the quantlty
shipped during the corresponding period of 1987.

U.S. brass mills' company transfers decreased 6.0 percent from 1984 to
1985 ‘and 4.9 percent from 1985 to 1986. and then increased 14.3 percent from
1986 to 1987. Company transfers increased 13.0 percent during January-March
1988 compared with those during the corresponding period of 1987.  U.S. brass
mills' domestic toll shlpments decreased from 1984 to 1985, and then increased
in 1986 and increased again in 1987 (table 4). U.S. brass mills' nontoll
shipments followed the same trend as toll shipments during 1984-87. U.S. brass
mills' export shipments * * * from 1984 to 1985 then * * * from 1985 to 1986
and * * * from 1986 to 1987. Exports during January-March 1988 were * * *
those of the corresponding period of 1987. However, export shipments were a
small fraction of total shipments of C20000-series brass sheet and strip in
each period, reaching a maximum of *** percent, by quantity, in **%. The
relatively large export shipments 1n *%* yere principally due to * * *, Most
of the remalnder of U.S. brass mllls expotts went. to * x Xk,
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Table 4 . ‘
Brass sheet and strip, C20000-series: Shipments of U.S. brass mills, by types,
1984-87, January-March 1987, and January-March 1988 . e

' ‘ oo Janua:y-March-—‘fm
Item 1984 . . 1985 1986 1987 1987 1988

_Quantity (1,000 pounds)

Company transfers......... k% %k k%% k% Rk % kX
Domestic market
shipments:

Toll: v
Reroll............. ... kot C kR L2 2 L KX Rk %
Finished product ...... kK fkk kX . b3 33 . k% . % 3.3

Subtotal............ *R% Xk % Tk Rk Sk % KX K

Other than toll: 3 a
Reroll.......ccoveo.. R X Rk fek % Kk A% RRK
Finished product...... X%% *kk RXX * &k AKX *hk

Subtotal............,  X%k% Ak KRR * %% KRR ok %

U.S. shipments
(company transfers
and domestic market ‘
shipments)............. . 455,857 376,681 398,574 471,416 121,176 125,149

Export shipments.......... fadaded * %% C Akk O kkk . kR% Sk
Total, all shipments.. L33 B k& KXk kk% fkk k%%

Value (1,000 dollars)

Company transfers......... K& X Rk%x LE 3 Je g % ET.2 1T

Domestic market
shipments:
Toll: : _
Reroll ................ b 3. 3.4 T RKk% C Rk b § % 4 . 3 % 2 - RRX
Finished product...... fodadel fadakal *kk * % % £33 Sk k
Subtotal ............ b 3 %1 xRk K kk b 3. 3.4 RxX %K%k
Other than toll: , .
Reroll................ * A% xR A% Rx %k RE% Kk %
Finished product...... . *%% fadakal XX c RR% . kxR % % % v
Subtotal _____________ - kkk K kk KX t.3 %4 % % . k%%

U.S. shipments
(company. transfers
and domestic market -
shipments).....co..... ... 319,070 273,973 275,359 350,229 83,164 109,477

Export shipments.......... i A Kkk Rk % k% - kkk Xk®

Total, all shipments.. *®%* * R % % % YT e * ok

Note.--Most firms do not keep their records in such a way as to be able to provide
precise data for toll shipments of reroll and finished product, nontoll shipments
of reroll and finished product, and so forth. However, producers provided the - i.
best estimates they could prepare. Shipments may be slightly overstated because -.
of some purchases of reroll by brass mills and subsequent rerolling into finished:
product. However, most firms were able to isolate their sales’of reroll to other
brass mills and subtract the quantities from their shipments to avoid double
counting.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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The total value of U.S. brass mills' U.S. shipments (company transfers and
domestic market shipments) decreased from $319.1 million in 1984 to $274.0
million in 1985, a drop of 14.1 percent; the value of U.S. shipments increased
by 0.5 percent from 1985 to 1986 and increased 27.2 percent from 1986 to 1987.
The total value of U.S. shipments increased 31.6 percent during January-March
1988 when compared with those in the corresponding period of 1987. Value data
should be used with caution because of the distortions that could occur if toll
shipments, which exclude metal value, are added with other-than-toll shipments,
which include metal value.

U.S. producers' inventories

The inventory data reported by brass mills and presented herein are on a
finished-goods basis and may include small quantities of finished goods other
than C20000-series brass sheet and strip. The brass mills' end-of- period

inventories are presented in the followirng tabulation:

: T Share of brass mills' - U.S. ship-
Inventories ments during the preceding period

Date (1,000 pounds) (percent)
Dec. 31-- }
1983.......... 32,289 . 1/
1984..... e 30,007 - 6.6
S 1985.......... 729,354 7.8
1986....... 33,981 8.5
1987........... 35,819 . . 7.6
Mar. 31--
1987.......... 31,040 2/ 6.4
1988.......... 30,261 2/ 6.0
1/ Not available.
2/

Based on annualized shipment data.

Employment and wages

The brass mills' employment of workers producing C20000-series brass sheet
and strip decreased 17.8 percent from 1984 to-1985, increased 2.6 percent from
1985 to 1986, and increased by less than 1.0 percent from 1986 to 1987.
Employment of such workers decreased 12.1 percent during January-March 1988
when compared with employment during the corresponding period of 1987 °
(table S5). Hours-worked producing C20000-series brass sheet and strip
decreased 22.5 percent from 1984 to 1985 and ‘then increased 10.7 percent from
1985 to 1986. Hours worked remained almost constant from 1986 to 1987 and then
decreased 9.8 percent during January-March 1988 compared with hours in
January-March 1987. :

Average hourly wages paid to workers producing C20000-series brass sheet
and strip ranged from a low of $11.77 in :1984-to a high of $12.97 in 1986.
Productivity, measured as pounds produced per:hour .worked, increased 31.8
percent during the period covered.
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Average number of employees in U.S. brass mllls, total and production and related
workers producing all products and those producing brass sheet and strip; hours worked
by and wages, total compensation, and average hourly wages paid to such workers; and

output per hour worked in producing brass sheet and strip, by types, 1984—87;'
January-March 1987, and January-March 1988 . .

Item

1984

1985

1986

1987

Jan.-Mar.--

1987

.1988

Average number of employees.....

Production and related
workers producing--

All products..............;...
All brass sheet and strip.....

C20000-series brass sheet

and StriP.eeeereeenennsanens

Hours worked by production
and related workers
producing--

All products (1,000 hours)
All brass sheet and strip

(1,000 hours)......cvvuuuenn

C20000-series brass sheet

and strip (1,000 hours).....

Wages paid to production and
related workers producing—-—

All products (1,000 dollars)..

All brass sheet and strip

(1,000 dollars)....cvvunennn

C20000-series brass sheet

and strip (1,000 dollars)...

Total compensation paid to
production and related
workers producing:

All products (1,000 dollars)..

All brass sheet and strip

(1,000 dollars)...cccvvuunnn

C20000-series brass sheet.

and strip (1,000 dollars)...

Average hourly wages paid to
production and related
workers producing:

All products.........c..... ;...
All brass sheet and strip.....

C20000-series brass sheet

and StriP..e.eeeeriecnnnenn.

Output per hour worked by
production and related
workers producing-- .

C20000-series brass sheet

and strip (pounds)....... ..

6,905

5,013
2,040

1,745

9,672
- 4,362

3,728

113,336

50,659

43,895

146,855

66,222

57,090

$11.72
11.61

11.77

122.3

6,499

4,402

1,599

1,435

8,037
3,233

2,891

97,376

38,970

34,899

126,144

51,585

" 46,298

$12.12

12.05

12.07

132.2

6,102
4,237
1,623

1,472

8,956
3,521

3,201

114,133

45,493

148,425

59,168

54,013

$12.74
12.92

12.97

126.4

5,906

4,213
1,611

1,481

- 8,969

3,529

3,225

107,218

44,534

40,774

- 142,293

59,053

54,197

$§11.97
12.62

12.64

143 3

5,831
4,130
1,636

1,513

2,199
894

823

25,652

11,162

10,273 .

34,760

15,294

14,147

$11.67
12.49

12.48

- 143.5

5,779
4:092
1,431

1,330

2:264
805

742

26,613
9,924

9,156

36,076
13,540

12,536

$11.75
12.33

12.34

161.3

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

International Trade Commission.
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Financial experience of U.S. producers

Ten brass mills, ‘accounting for -all 1987 shipments reported by firms
responding to the Commission's questionnaires, provided usable income-and-loss.
data on the overall operations of their establishments within which -
C20000-series brass sheet and strip are produced, as well as on their
operations producing all brass sheet and strip and those producing only .
C20000-series brass sheet and strip. 1/ Three of these brass mills provided
separate financial data on their operations producing C20000-series brass sheet
and strip for reroll. Copper sheet and strip and sheet and strip of copper
alloys, other than brass, are produced at some of the- establlshments where
C20000-series brass sheet and strip are produced.

Overall establishment operations.-—Aggregate income—-and-loss data on
overall establishment operations are presented in table 6. Overall
establishment sales of the ten brass mills fell from $993.4 million in 1984 to
a low of $838.7 million in 1986, but recovered to $988.7 million in 1987. a
level just 0.5 percent below the previous high in 1984. 2/ ' ' -

Operating income decreased dramatically in 1985 to $29.4 million, down
60.9 percent from the $75.2 million reported for 1984. During the 1986
accounting year, the decline continued as operating income decteased by 6.3
percent to $27.5 million before recovering to ‘$50.6 million in 1987, a level
that was, nonetheless, 32.6 percent below that of 1984. The operating margins
for the brass mills during the 1984-87 period were 7.6 percent, 3.5 percent,
3.3 percent, and 5.1 percent, respectively. During the interim period ended
March 31, 1988, aggregate net sales totaled $303.7 million, up 42.8 percent
from net sales of $212.7 million reported during interim 1987. Operating
income rose to $13.4 million during interim 1988, up 47.2 percent from $9.1
million reported during ‘interim 1987..  The operating margins for the 1987 and
1988 interim periods were relatlvely constant at 4.3 percent and 4.4 percent
respectively. Operating losses on overall ‘establishment operations were
experienced by at least two firms in every per1od except 1984, when none were
experienced by the producers. . - .

Operations producing all brass sheet and strip.--Aggregate income and loss
data for the ten brass mills are presented in table 7 for these operations.
All brass sheet and strip operations accounted for 38.8 percent of overall
establishment operations in 1987, on the basis of net sales. Net sales of all
brass sheet and strip decreased to $303.0 million during 1985, down 16.0
percent from the $360.6 million reported in 1984, then increased to $306.9
million in 1986 and to $383.7 million in 1987, a level 6.4 percent greater than
the previous best year of 1984.

1/ The firms are * * *,

2/ Seven producers (* * *) provided usable data for 1984. Those firms ,
accounted for about *** percent of 1984 shipments. Nine firms reported usable
financial data in 1985. A new firm, North Coast, was formed in ‘1988 by the
purchase of Chase's Cleveland, OH, brass mill. * * *_ Thus, the number of
firms reporting changed from 9 in 1985 to 10 in 1986-87. '



a-21

Table 6

Income-and-loss experience of U.S. brass mills on.the overall operations of their
establishments within which C20000-series brass sheet and strip are produced, accounting
years 1984-87, and interim periods ended Mar. 31, 1987, and Mar. 31, 1988

Interim period
ended Mar. 31--

Item - 1984 1985 1986 1987 1987 1988

Value (1,000 dollars)

Net sales...... Ceeene ceereeeees 993,404 841,797 838,706 988,736 212,713 303,696
Cost of goods. sold..... veeses.. 838,137 729,111 733,793 858,166 184,229 269,999
Gross profit.......... veeeees.s 155,267 112,686 104,913 130,570 28,484 33,697
General, selling, and admin- ' .

istrative expenses.,.......... - 80,084 83,322 17,399 179,928 19,376 20,291
Operating income..... ceeren eee. 15,183 29,364 27,514 50,642 9,108 13,406
IntereSt eXpense ....iceoeeeees 3,020 8,769 13,457 12,698 2,306 3,107
Other income or (expense). . '

11 S (562) 1/(2,481) - (96) (8) (29) 150
Net income before income . '

1:3.C1 J 71,601 18,114 = 13,961 37,936 6,773 10,449
Depre01at10n and amort1zat10n

expense included above....... 21,411 23,853 20,639 22,461 5,213 - 5,114

Cash-flOW...uvvuvsreraenianess. 93,018 41,967 34,600 60,397 11,986 15,563

Share of net sales (percent)

Cost of goods sold............. 84.4 86.6 87.5 86.8 8626 88.9
Gross Profit...cveveeeencenense 15.6 13.4 12,5 13.2 13,4 11.1
General, selling, and : '
administrative expenses...... 8.1 9.9 9.2 T 8.1 9.1 6.7
Operating income........... ceee 1.6 3.5 3.3 5.1 4.3 4.4
Net income before income . o
taxeS....cuues teesesaranne . 7.2 2.2 1.7 - 3.8 - 3.2 3.4

Number of firms reporting

Operating 10SSeS....cvvuereenss . 0 4 3 2 2 3

Net losses....... Cetereeeranes . 0 4 4 3 3 3
Data......e... cererrennee .o 7 9 10 10 8 8

1/ Includes S*?* LA

Source: Compiled from data submitted in response to questlonnalres of the U.S.
International Trade Commission.
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Income-and-loss experience of U.S. brass mllls on their operatlons producing all brass
sheet and strip, accounting years 1984-87, and interim periods ended Mar. 31, 1987, and

Mar, 31, 1988
Interim period
ended Mar. 31--
Item 1984 1985 1986 1987 1987 . 1988
Value (1,000 dollars)

Net saleS....c.cevvuvvcens PR 360,606 302,971 306,905 383,748 90,469 119,628
Cost of goods sold..... vevrees . 319,473 280,070 292,055 348,864 81,884 109,198
Gross profit....c.oeveenss wees. 41,133 22,901 14,850 34,884 8,585 10,430
General, selling, and admin- ' ' _ ,

istrative expenses.......... . 20,905 24,731 28,520 ° 28,112 7,441 7,396
Operating income or (loss)..... 20,228  (1,830) 1/(13,670) " 6,772 1,144 3,034
Interest expense........ ceveene 47 2,933 4,750 4,115 © 986 1,155
Other income or (expense), ' e

11-] A veererienes venees _(115)  (191) (383) ~ (2) (11) 48
Net income or (loss) before S '

income taxes.,.....veciveen ... 19,666 (4,954) (18,803) 2,655 147 1,927
Depreciation and amortization’ s

expense included above...... .. 8,353 10,435 9,474 10,111 2,684 2,030
Cash-flow ......... vevrersdeaas 28,019 5,481 (9,329) 12,768 2,831 3,957

Share of net sales (percent)

Cost of goods sold.......cvuuus 88.6 92 4 95.2 90.9  90.5 91.3
Gross Profit...eveceeeeesaens o 11.4 7.6 4.8 9.1 9.5 - 8.17
General, selling, and

“administrative expenses...... 5.8 8.2 9.3 1.3 8.2 6.2
Operating income or (loss)..... 5.6. (.6) (4.5) 1.8 1.3 2.5
Net income or (loss) before - o

income taXeS.......eeevnves . 5.5 (1.6) . (6.1) .1 .2 1.6

Number of firms reporting

Operating losses............... 0 5 5 5 5 5
Net 10SS€S...ccuunens Crrreseees 0 5 6 5 5 4
Data...oevsernrnrnensennccnanns 1 9 10 10 9 "9

1/ Includes $x** * + %,

Source:
International Trade Commission.

Compiled from data subm1tted in response to questlonnalres of the U.S.
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Operating income decreased dramatically from $20.2 million in 1984 to a
loss of $1.8 million in 1985, then declined further to a loss of §13.7 million
-in 1986 before recovering to-an 1ncome of $6 8 million in 1987 .
Notwithstanding the turnabout in the most recently completed fiscal year.»the
level was just 33.5 percent of that attained in 1984. Contributing to the 1987
increase in-operating income compared with that in 1986 was a decline in “the
cost of goods sold, as a percent of net sales. Operating income or (loss)
margins during 1984-87 were 5.6 percent, (0.6) percent, (4.5) percent, and 1.8
percent, respectively. Five firms reported .operating losses in 1985, 1986,
1987, and both interim periods; none reported operating losses in 1984. During
the interim period ended March 31, 1988, net sales totaled $119.6 million, up
32.2 percent. from net sales 0f-$90.5 million reported during interim 1987.
Operatlng income increased to $3.0 m11110n during 1nter1m 1988 from $1.1.
million reported for interim 1987 . The operating income marglns for .the. f1rms
during the 1987 and 1988 interim perlods were 1.3 percent and 2.5 percent
respectively. e

Qperatlons produc1ng7020000 series brass sheet and stri .-—Aggregate
income-and-loss data for the ten brass mills are presented in table 8 for. these
operations. On the basis of net sales, C20000-series brass sheet and strlp
accounted for 92.0 percent of all brass sheet and strip operatlons in 1987.

Net sales of C20000-series brass sheet and-strip decreased from. $343.6 million
in 1984 to $278.1 million in 1985 and 1986, representing a decllne of 19.0.
percent, then-increased to $352.9 million-in 1987, the best’ year, durlng the
1984-87 period. Operating income decreased 31gn1f1cant1y from $19. 2 mllllon
reported 'in 1984 to $2.1 million in 1985, and declined further to a loss of
$9.1 million in- 1986 before recovering to income of $6.8 million in 1987. The
1987 results were, nonetheless, only 35.5 percent of those attained in 1984.
The firms' operating income or (loss) margins during the 1984-87 period were
5.6 percent, 0.8 percent, (3.3) percent, and 1.9 percent, respect1vely . None
. of the firms reported an operating loss durlng 1984, but four d1d so in each of
the other periods. During. the interim period ended March 31, 1988 net sales
totaled $110.5 million, up 31.7 percent from net sales: of 883 9. m11110n
reported during interim 1987. Operating income 1ncreased from Sl 3 million
during interim 1987 to $2.2 million during interim 1988, or by 73.9 percent.
The operating margins for the 1987 and 1988 interim perlods were 1.5 and 2.0
percent, respect1ve1y.

The aggregate profitability was severely impacted by the. substantlal
losses suffered by one firm, * * *, * * *  The impact on the aggregate
profitability by * * * is shown in. the follow1ng tabulatlon (in thousands of
dollars, except as noted) :
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Table 8 . ' :
Income-and-loss experience of U.S. brass mills on their operations producing
C20000-series brass sheet and. strip, accounting years- 1984-87, and interim periods ended
Mar. 31, 1987, and Mar, 31, 1988. . :

Interim period
ended Mar, 31--

Iten . i 1984 1985 . 1986 1987 1987 1988

Value (1,000 dollars)

Net Sales............ reeiienes 343,561 278,123 278,108 352,874 83,862 110,471

"Cost of goods sold....... ceeee.. 304,472 254,290 262,453 319,609 75,824 - 101,309
Gross profit..... Cerereaane ceees 39,089 23,833 15,655 33,265 8,038 - 9,162
General, selling, and admin- . :

istrative expenses........ weeo 19,853 21,741 24,779 26,437 6,762 6,943
Operating income or (loss)..... . 19,236 2,092 1/(9,124) 6,828 1,276 2,219
Interest exXpense .......ceesee e 447 1,772 . 3,791 3,588 891 1,063
Other income or (expense), ‘ . : I .

1] S ceseiesens (115) {335) (460) (2) (11) _ 48 -
Net income or (loss) before - - ‘

income taxes......c.coe.s veer.. 18,674 -(15) (13,375) 3,238 34 1,204

Depreciation and amortization - -
expense included above........ 802 9,514 8,530. 9,065 2,431 1,854

1,
Cash-flow............ cereverens . _26,476 9,499 _ (4,845) 12,303 2,805 3,058

Share of net sales (percent)

Cost of goods sold............ ' 88.6 91.

1.4 94.4 90.6 - 90.4 - 91,7
Gross profit.....oeceevenss vee 11.4 8.6 5.6 9.4 9.6 8.3
General, selling, and ' _ , :
administrative expenses 5.8 7.8 8.9 1.5 8.1 6.3
Operating income or (loss).... 5.6 0.8  (3.3) 1.9 1.5 2.0
Net income or (loss) before Lo : '
income taxeS.......oeveueens 5.4 (2/) (4.8) KR s N |
Number of firms reporting
Operating 108SeS...coueeuvenens | 0 4. 4 4 -4 4
Net 10S8€8.....0vvvunernnass v 0 . 5 .6 - 5 4 4
DAtascneerseennennennannaenenns 7 9 0 10 . 9 9

1/ Includes, §*** * * #,
2/ Legq-than 0.05 percent,

Source: Compiled from data submitted in response to questionnaires of the U,S.
International Trade Commission.
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The tabulation shows that had it not been for * * * large losses, the
aggregate operating income would have shown a steady and significant
improvement in 1985-87, with the greatest change occurring from **% to %k* .
Aggregate operating income, including * * %, fell from a profit .of $*** pillion
in %%% to a loss of $**%x million in ***, a difference of $*** million.
Exclusion of * * * would give an aggregate .improvement of $*** million from *%x
to **%_ or a swing of $*** million (the size of * * *'s gperating loss in *%%)
in prof1tab111ty

Capital expenditures, research and develqpment expenses, and value of
property, plant, and equipment.--Capital expenditures by the ten U.S. producers
for property, plant, and equipment used in the production of all establishment
. products, all brass sheet and:strip, and C20000-series brass sheet .and strip
"~ are presented in table 9. The table also shows their investment in production
facilities in which brass sheet and strip are produced.

Research and development expenses for all brass series and C20000-series
brass sheet and strip are shown in the following tabulation (in thousands of
dollars):

Interim period

Item 1984 1985 1986 1987 . 1987 ) ‘1988
All brass sheet' o P . . : ‘ ! -
and Strip...cveveerenennn. . 350- 163 251 28 Co28. 27
C20000-series brass sheet I o
and strip........ e 350 163 251 28 - 23 : 27

Operating rate of return on assets. --The ‘operating incomés'or‘(lqsses)
expressed as a percent of the asset values are shown in the folloW1ng
tabulation:

Item S 1984 1985 1986, 1987

Overall establishment operdting , ST .
rate of return on total assets........... 1/ 4.3 0 2.7 6.3.
All brass sheet and strip operating s ' '
rate of return on all brass sheet
and strip assets 2/.....cocieieirnnnnn. eee 1/ (2.8)  (7.0) .. 0.4
C20000-series brass sheet and strip . ) S T,
operating rate of return on C20000- : ) e
series brass sheet and strip assets 3/... 1/ 4/ (5.6) 4/

1/ Not available.

2/ Total overall estab11shment assets are allocated to all brass sheet and
strip operations on the basis of the ratio of. respectlve book values of fixed
assets. _

3/ Total overall establishment assets are allocated to C20000-series brass
sheet and strip operations on the basis of the ratio of respective book values
of fixed assets.

4/ Less than 0.05 percent.
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Table 9 : :

Capital expenditures and end-of-period value of investment in property, plant,
and equipment by U.S. brass mills, accounting years 1984- 87, and interim
periods ended Mar. 31, 1987, and Mar 31 1988 :

(In thousands of dollars)
, Interim period
ended Mar. 31--

Item 1984 1985 1986 1987 1987 1988

__Capital expenditures

Ail products of

establishments....... . 37,286 18,240 33,826 24,325 3,173 5,411
All brass sheet and o K

-3 % o 1§ + 1N 19,928 - 5,935 -18,257 8,744 1,132 1,879
C20000-series brass

sheet and strip....... 18,789 5,471 17,776 8,007 1,070 1,786

Value of investment

All products of

establishments: '
Original cost......... 477,561 340,392 429,986 452,067 429,541 455,515
Book value............ 239,516 136,871 207,679 - 208,791 200,516 207,700
All brass sheet and '
strip:
Original cost......... 192,935 154,186 226,078 226,781 231,332 217,153
Book value............ 91,097 59,231 121,263 107,877 117,156 95,871

C20000-series brass

sheet and strip:
Original cost......... 182,593 143,037 214,098 211,294 216,620 201,598
Book value............ 86,591 54,437 116,141 101,570 110,979 89,826

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

Capital and investment.--The producers were asked to describe any actual
or potential negative effects of imports of brass sheet and strip from Japan
and the Netherlands on their firm's growth, investment, and ability to raise
capital. In general, the firms stated that the continued erosion of
profitability resulting from the LTFV sales of C20000-series brass sheet and
strip from Japan and the Netherlands threatens their ability to generate or
borrow the funds needed to maintain their businesses. Remarks by individual
firms are presented in appendix D. :
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Consideration of the Question of
Threat of Material Injury

Section 771(7)(F) (i) of the Tar1ff Act of 1930 (19 U.S.C. 1677(7)(@3(i))
provides.  that--

In determining whether an industry in the United States is threatened

with material injury by reason of imports (or sales for importation)

of any merchandise, the Commission shall consider, among other

relevant factors 1/--

(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the
subsidy is an export subsidy inconsistent with the
Agreement), :

(II) any increase,in production capacity or existing unused
capacity in the exporting country likely to result in a
- significant increase in 1mports of the merchandise to the
.- United States, , ‘

(III) aﬁy rapid increase in United States market
penetration and the likelihood that the penetration will
.increase to an injurious level,

(IV) the probability that imports of the merchandise will
enter the United States at prices that will have
adepressing or suppressing effect on domestic prices of the
merchandise, :

(V) any substantial increase in 1nventor1es of the
merchand1se in the Unlted States, -

"~ (VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is
actually being 1mported at the time) will be the cause of
actual injury, and

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

1/ Sec. 771(7)(F)(ii) of the act (19 U.S.C. 1677(7)(F)(ii)) provides that
"Any determination by the Commission under this title that an industry in
the United States is threatened with material injury shall be made on the
basis of evidence that the threat of material injury is real ard that
actual injury is imminent. Such a determination may not be made on the
basis of mere conjecture or supposition.”
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No subsidies have been alleged’ 1n the petitions (item (I) above); the
available data on foreign producers® opérations (items (II) and (VI) above) and
on the potential for "product-shifting” (item VIII) are presented in the

section entitled "Capacity of foreign producers to increase exports;" and
information on the volume, U.S. market penetration, and pricing of imports of
the subject merchandise (items (III) and (IV) above) is presented in the
section éntitled "Consideration 6f the causal relationship’ between ‘alleged
material injury or the threat thereof and the LTFV imports." Available-
information on U.S. importers' inventories of the subJect products -(item (V))
is presented in the following section.

U.S. importets’ inVentories

U.S. importers' inventories may not “be very meaningful in these
investigations because many shipments are made directly from the forelgn
producers’ plants to U.S. customers through orders placed with the actual U.S.
importers,; ‘which 'in some instances are U.S. agents of -the foreign
manufacturers. Further, -some of -the U.S. importers that do maintain
inventories combine inventories of foreign and domestic brass sheet and strip
and were unable to determine inventories by country of origin. The data
collected on U.S. importers' end-of-period inventories of C20000-series brass
sheet and strip from the importers that reported inventory data are presented
in table 10. Reported U.S. importers' aggregate inventories of their imports
from Japan and the Netherlands ranged from a low of 1.2 million pounds as of
March 31, 1988, to a high of 2.5 million pounds as of December 31, 1986.

Table 10 e . : :
Brass sheet and strip, C20000 series: U.S. importers' end-of-period
inventories, by countrles, Dec. 31, 1983-87 Mar. 31, 1987, and Mar. 31, 1988

(In thousands of pounds)

- Mar. 31--
Country of «origin: 1983 - - - 1984 1985 1986 ‘1987 1987 1988
Japan............ %% %k ' %% 5 - **i kK ek k ek kK
Netherlands...... C kkk - kKX . kK% xkk Kk k * k% kK

Subtotal..... "1,779 - 1,951 - 1,941 - 2,460 1,424 1,610 1,240
All others or ‘ ’ : :
not specified..-+ 1,497 - 5,555 - - 4,360 ‘4,656 4,157  © 3,440 3,331

Total........ 3,276 7,506 6,301 7,116 5,581 5,050 4,571

Source: Compiled from data submitted 1n response to questlonnalres of the U.S.
International Trade Comm1851on.

Capacity of foreign producers to increase exports

The Commission requested counsels for the respondents in the subject
investigations to provide information on the industries producing C20000-series
brass sheet and strip in their respective countries. The information
requested consisted of the number and names- of producing firms; production,
capacity, capacity utilization, home-market  shipments, exports to the Unlted
States, and t