CERTAIN CARBON STEEL BUTT-WELD
- PIPE FITTINGS FROM CHINA AND THAILAND

Determinations of the Commission in
Investigations Nos. 731-TA-520
and 521 (Preliminary) Under the
Tariff Act of 1930, Together

With the Information Obtained
in the Investigations

USITC PUBLICATION 2401
JULY 1991

United States International Trade Commission
Washington, DC 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Anne E, Brunsdale, Acting Chairman

Seeley G. Lodwick
David B. Rohr
Don E. Newquist

Charles Ervin,
Director of Operations

Staff assigned:
Elizabeth Haines, Investigator
- Joseph Baremore, Economist

Karen Laney-Cummings, Industry Analyst
Marshall Wade, Accountant

Stepben McLaughlin, Atomey
Vera Libeau, Supervisory Investigator

Address all communications to
Kenneth R, Mason, Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



CONTENTS

Page
Determinations.......... ... iiviniiiannn, et a s 1
Views of Acting Chairman Brunsdale, Commissioner Lodwick, and
Commissiomner Newquist..........iiiiiiiiiiiiiiinnnnnnnneennonanannnnnnnn 5
Seperate Views of Commissioner Rohr............. et eeieretee e 23
Information obtained in the investigatioms.................. .0 .0ivvnn.t, aA-1
Introduction............ce.... f et et etaereateee et eaa e A-3
Previous and related investigations.............. .. i, A-4
The product................ S rasaae e et A-5
Description..........covvunin.n et eeeeaecatetee et et A-5
Manufacturing processes....... bt ee it et ettt e e A-5
USeS. . v iiisieiriiiinesanscesnarennns ettt eearacra et A-6
Imported and domestic product COMPAYiSON...........veveieconnncccnnen A-7
Substitute products............ e temtten et te ettt r e et aea A-8
U.S. tariff treatment....,. ferearesaaa ey e ee i e e sae e A-8
Nature and extent of alleged sales at LTFV..........outiiueinnenncnnnns A-8
U.S. market................ Creeae e e e e et e e A-9
.S, PrOGUCELS. . .ttt in st irennreanrasonasoroeneesnasnaennesonnnsennnnss A-9
RO T § T o =T - o - A A-11
Channels of distribution.......... ... it iini it A-11
Apparent U.S5. CONSUMPLION. ... i.iuriitmaresnnretrunreronesonnassnnnes A-12
Consideration of alleged material injury to an industry in the
United States. . ... .. iiiitineiinnerannrstesaseosnanaraneaarosansns A-12
U.S. producers’ capacity, production, and capacity utilization....... A-14
U.S. producers’ shipments...........coiviiiiineenninnneesnsassoaannas A-14
Company Eransfers. ... ...ttt rectnnnnaeeracananaaneannnnns A-14
Domestic shipments.........coiieiiunnvenerrnncnoroenioencnonaaasnns A-14
Export shipments. .. ... ... ... . it it it i e a et A-14
Total Shipments. . ..., ..cc.uirrurnnraneresoreassnanannneaseaaasannns A-14
U.S. producers’ purchases...........c..eiiitinrinanesnrernsnsansanonnnn A-15
U.S. producers’ inventories..........c..viiiiiiinnuiinnonenncnnnnennss A-16
U.S. employment, wages, and productivity................. ... ..., A-16
Financial experience of U.S. producers..............cciiiiiinnnnnnns A-18
Overall establishment operations............cieeiiiiiiiinnnnnnnnnns A-18
Butt-weld pipe fittings........ e e reareeia st A-18
Investment in productive facilities...........c.iiiiiininmnneannnr- A-21
Capital expenditures.......... et et taiesiac ettt A-21
Research and development eXpenSES......ocuvrrecrrrosnaransnsanoannns A-21
Capital and investment, ........co0tirreunnennnnnaannsencnaanasusans A-21
Consideration of the question of threat of material injury............. A-21
U.S8. inventories of fittings from China and Thailand................. A-25
Ability of Chinese and Thai producers to generate exports and the
availability of export markets other than the United States........ A-25
Consideration of the causal relationship between imports of the
subject merchandise and the alleged material injury................ A-27
U.S. imports..... e eaer e aareeeae e e, A-27
U.S5. market penetration by imports......... ..., A-29
Prices. ... ittt ittt ettt ittt et e A-29
Market characteristics.........ciiiiiiiiiiinnineritinnronnananns oo A-29
Price trends and price comparisons.............iiiriiiniriinsnaisans A-31
Exchange rates........ e teeeaaan Ciseeraaa ceae s et A-35

Tost sales and 1oSt FeVENUES. ... ..ot ivanreunnecncnocasntransacansans A-35



CONTENTS
Page
Appendixes
A. Commission’s and Commerce's Federal Register motices................. B-1
B. List of witnesses.........coiiiininiiiiinioniiiiiiiititosnaanannns B-9
C. Commerce'’s Federal Register motice..............cciiuiiieiniiinannns B-11
D. Impact of imports on U.S. producers' growth, investment, ability to
raise capital, and existing development and production efforts..... B-21
Tables
1. Butt-weld pipe fittings: U.S. producers, type of producer, position
on investigations, share of 1990 U.S. production, and share of
1990 imports from China and Thailand purchased and/or imported.... A-11
2. Butt-weld pipe fittings: U.S. shipments of domestic product, U.S.
imports, and apparent U.S. consumption, 1988-90, January-March :
1990, and January-March 1991, .. ... ... .t iiiiniina e eiirnnaens A-13
3. Finished butt-weld pipe fittings: U.S. capacity, production, and
capacity utilization, 1988-90, January-March 1990, and January-
Mareh 1900, ... . i e e e A-15
4. Finished butt-weld pipe fittings: Shipments by U.S., producers, by
types, 1988-90, January-March 1990, and January-March 1991........ A-15
5. Butt-weld pipe fittings: U.S. producers’ purchases and imports, and
ratio to production, by firms, 1990........ ... i e, A-16
6. Finished butt-weld pipe fittings: End-of-period inventories of U.S.
producers, 1988-90, January-March 1990, and January-March 1991.... A-17
7. Average number of production and related workers producing
butt-weld pipe fittings, hours worked, wages and total
compensation paid to such employees, and hourly wages,
productivity, and unit production costs, 1988-90, January-March
1990, and January-March 1991.......... ... . ittt A-17
8. Income-and-loss experience of U.S. producers on the overall
operations of their establishments wherein butt-weld pipe fittings
are produced, fiscal years 1988-90, January-March 1990, and
January-March 1991, . ... .. ey A-19
9. Income-and-loss experience of U.S. producers on their butt-weld
pipe fitting operations, fiscal years 1988-90, January-March
1990, and January-March 1991.......... .. ittt nnnreenns A-20
10. Value of property, plant, and equipment of U.S. producers of butt-
weld pipe fittings as of the end of fiscal years 1988-90,
March 31, 1990, and March 31, 1991.......... ... i A-22
11. Capital expenditures by U.S. producers of butt-weld pipe fittings,
fiscal years 1988-90, January-March 1990, and January-March 1991.. A-23
12. Butt-weld pipe fittings: End-of-period inventories of U.S.
importers, by sources, 1988-90, January-March 1990, and January-
March 1990, .. ... i i it ettt sesaa et s A-26
13. Butt-weld pipe fittings: Billiongold’s Chinese capacity,

ii

production, capacity utilization, end-of-period inventories,
shipments, and exports, 1988-90, January-March 1990, January-March
1991, and projected 1991.. . .. ... . i e A-26



iii
CONTENTS

Tables--Continued

14. Butt-weld pipe fittings: Awaji’s and Benkan's Thal capacity,
production, capacity utilization, end-of-period inventories,
shipments, and exports, 1988-90, January-March 1990, January-March

1991, and projected 1991 . ... . ... .. i ittt r e et A-27
15. Butt-weld pipe fittings: U.S. imports, by sources, 1988-90,
January-March 1990, and January-March 1991........ ... ............. A-28

16. Butt-weld pipe fittings: Share of apparent U.S. consumption

supplied by China, Thailand, and all other countries, 1988-90,

January-March 1990, and January-March 1991........................ A-30
17. Weighted-average net f.o.b. prices for sales to distributors of

product 1 (4-inch elbows) reported by U.S. producers and

importers and margins of underselling (overselling), by quarters,

January 1988-March 1991 . .. ... ... ... .. e A-32
18. Weighted-average net f.o.b. prices for sales to distributors of

product 2 (6-inch elbows) reported by U.S. producers and

importers and margins of underselling (overselling), by quarters,

January 1988-March 1991 . ... .. .. .. ... i i A-33
19. Weighted-average net f.o.b. prices for sales to distributors of

product 3 (4-inch tees) reported by U.S. producers and importers

and margins of underselling (overselling), by quarters, January

1988-Maxch 1991, ... ...ttt ittt ittt e A-34
20. Exchange rates: Indexes of nominal and real exchange rates of the

Thai baht, and indexes of producer prices in the United States and

Thailand, by quarters, January 1988-March 1991.................... A-36

Note.--Information that would reveal confidential operations of individual
concerns may not be published and therefore has been deleted from this report.
Such deletions are indicated by asterisks.






DETERMINATIONS
AND
VIEWS OF THE COMMISSION



UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-520 and 521 (Preliminary)

CERTAIN CARBON STEEL BUIT-WELD PIPE FITTINGS FROM CHINA AND THAILAND

Determinations

On the basis of the record’® developed in the subject investigations, the
Commission determines, pursuant to section 733(a) of the Tariff Act of 1930
(19 U.5.C. § 1673b(a)), that there is a reasonable indication that an industry
in the United States is materially injured or threatened with material injury
by reason of imports from China and Thailand of certain carbon steel butt-
weld pipe fittings,? provided for in subheading 7307.93.30 of the Harmonized
Tariff Schedule of the United States, that are alleged to be sold in the

United States at less than fair value (LTFV).

Background

On May 22, 1991, a petition was filed with the Commission and the
Department of Commerce by the U.S. Fittings Group, alleging that an industry
in the United States is materially injured by reason of LTFV imports of
certain carbon steel butt-weld pipe fittings from China and Thailand.
Accordingly, effective May 22, 1991, the Commission instituted antidumping

investigations Nes. 731-TA-520 and 521 (Preliminary).

! The record is defined in sec. 207.2(f) of the Commission’s Rules of
Practice and Procedure (19 CFR § 207.2(f)).

2 For purposes of these investigations, certain carbon steel butt-weld
pipe fittings are defined as carbon steel butt-weld pipe fittings having an
inside diameter of less than 360 millimeters (14 inches), imported in either
finished or unfinished form. These formed or forged fittings are used to join
sections in piping systems where conditions require permanent, welded
connections, as distinguished from fittings based on other fastening methods
(e.g., threaded, grooved, or bolted fittings). Carbon steel butt-weld pipe
fittings are classified in subheading 7307.93.30 of the Harmonized Tariff
Schedule of the United States (HTS). Unfinished butt-weld pipe fittings of
subheading 7307.99 that are not machined, not tooled, and not otherwise
processed after forging are not included in the scope of the investigationms.



Notice of the institution of the Commission's investigation and of a
public conference 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 May 30, 1991 (56 F.R. 24410). The conference was held in
Washington, DC, on June 12, 1991, and all persons who requested the

opportunity were permitted to appear in person or by counsel.






VIEWS OF ACTING CHATRMAN BRUNSDALE, COMMISSIONER LODWICK
AND COMMISSIONER NEWQUIST
On the basis of the information obtained in these preliminary
investigations, we determine that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports of
certain carbon steel butt-weld pipe fittings from China and Thailand that are

allegedly sold at less than fair value (LTFV).

I. Like product and the domestie industry
In order to determine whether there is “material injury” or "threat of

»n

material injury,” to a domestic industry, the Commission must first determine
the parameters of the "domestic industry.” Section 771(4) (A) of the Tariff
Act of 1930 defines the relevant domestic industry as the "domestic producers
as a whole of a like product, or those producers whose collective cutput of
the like product constitutes a major proportion of the total domestic
production of that product.”? “Like product” is defined as a "product that is
like, or in fhe absence of like, most similar in characteristics and uses with
the article subject to investigation.”?

The Commission’s decision regarding the appropriate like product(s) in
an investigation is essentially a factual determination, and the Commission
has applied the statutory standard of “like” or "most similar in
characteristics and uses” on a case~by-case basis. In analyzing like product

issues, the Commission generally considers a number of factors relating to

characteristics and uses including (1) physical appearance, (2) inter-

' 19 U.S.C. § 1677(4)(4).

2 19 U.s.C. § 1677(10).



changeability, (3) channels of distribution, (4) customer perception,
(5) common manufacturing facilities and production employees; and, where
appropriate, (6) price.?® No single factor is necessarily dispositive, and the
Commission may consider other factors it deems relevant based upon the facts
of a.particular investigation. Generally the Commission disregards minor
variations between the articles subject to an investigation, and requires
*¢clear dividing lines among possible like products.”®

The imported articles subject to these investigations are finished and
unfinished butt-weld pipe fittings having an inside diameter of less than 14
inches.® In prior investigations, the Commission has determined that there is
one domestic like product consisting of both finished and unfinished pipe
fittings of less than 14 inches in diameter.® The Commission’s single like
product determinations in those investigations were based primarily on the
lack of any independent market for unfinished pipe fittings. No parties have
argued for a different like product determination in these investigations, nor
is there any evidence in the record that suggests that a different conclusion

is appropriate at this time. Therefore we again determine that the like

3 Torrington Co., v, United States, Slip Op. 90-90 at 10 (CIT Sept. 11, 1990},
aff‘d No. 91-1084 (Fed. Cir. July 3, 1991); Asocjacion Colombiana de
Exportadores de Flores v. United States, 12 CIT __ , 693 F. Supp. 1165, 1168
n.4, 1180 n.7 (1988) (Asocoflores).

4 Certain Telephone Systems and Subas lies Thereof from Ja ore d
Taiwan, Inv. Nos. 731-TA-426-428 (Preliminary), USITC Pub. 2156 at 4 n.4 (Feb.
1989) (citing Asocoflores, 692 F. Supp. at 1170 n.8).

5 Report of the Commission (Report) at A-3; 56 Fed. Reg. 27730 (June 17,
1991) (Commerce Notice).

¢ See Certain Carbon Steel Butt-Weld Pipe Fittings from Brazil and Taiwan,
Inv. Nos. 731-TA-308 and 310 (Final), USITC Pub. 1918 at 6 (Dec. 1986);
Certain Carbon Steel Butt-Weld Pipe Fittings from Japan, Inv. No. 731-TA-309
(Final), USITC Pub. 1943 at 5-6 (Jan. 1987).

6



product is all domestically produced butt-weld pipe fittings of less than 14
inch diameter, finished or unfinished. We further determine that the domestic
industry includes all domestic producers of the like product, regardless of
whether they are integrated producers, converters of unfinished pipe fittings,

or a combination of the two.’

II. Related parties

Petitioner requested that Weldbend, the largest domestic producer, be
excluded from the domestic industry as a "related party.” Weldbend is a
combination producer that, in addition to integrated production, purchases a
large volume of imported unfinished pipe fittings and converts them into
finished pipe fittings. Weldbend appeared in these investigations and opposed
the petitioen.

The related parties provision, 19 U.S.C. § 1677(4) (B), allows for the
exclusion of certain domestic producers from the domestic industry. Applying

the'provision involves two steps.® First, the Commission must determine

7 Petitioner argued in a conclusory fashion that the domestic industry should
include only the petitioning companies because they are fully integrated
producers and because they collectively constitute a major proportion of
domestic production. Petitioners’ Post-Conference Brief at 3-4 (citing 19
U.5.C. § 1677(4)). In prior investigations the Commission included in the
domestic industry all producers, regardless of whether they were fully
integrated producers, were converters of unfinished pipe fittings, or were
combination producers. There is no information in the record or argument by
the petitioner that suggests that converters should be excluded from the
industry definition. Moreover, the provision of section 1677(4) that allows
the domestic industry to be defined as a "major proportion of the total
domestic production” does not provide a basis for exciuding readily available
data simply because the petitioning group represents more than half of
domestic production and does not want the Commission to consider such
additional data.

ee, e, g., Polyethviene Terephthalate Film, Sheet, and Strip from Japan and
the Republic of Korea, Inv. Nos. 731-TA-458-459 (Final), USITC Pub. 2383 at 17
(May 1991),



whether the domestic producer meets the definition of a related party. The
statute defines a related party as a domestic producer who is either related
to exporters or importers of the product under inbestigation, or is itself an
importer of that product. Second, if a producer is a related party, the
Commission “may exclude such producers in “appropriate circumstances.”®
Exclusion of a related party is within the Commission’s discretion based upon
the facts presented in each case.l®

The basis for the related parties provision is the concern that domestic
producers who are related parties may be in a position that shields them from
any injury that might be caused by the imports. Thus, including these parties
within the domestic industry causes the industry to appear healthier than it
would be absent the “shielding” effect.l!

Since it is usually clear whether a company has a corporate affiliation
with an importer or exporter, or is an importer of record, most Commission
considerations of the related parties issue have dealt with whether
“appropriate circumstances” for exclusion exist. The critical issue here,
however, is whether Weldbend is a "related party.”

Petitioner concedes that Weldbend is not an importer of record of the
product nor does Weldbend have any type of corporate relationship with an

importer or exporter of the product. Nonetheless, petitioner alleges that

% 19 U.5.C. § 1677 (4)(B).

0 i w (o, v, Upnited States, __ CIT __, 675 F. Supp. 1348, 1352
(1987).

11 gee, e,g,, Sandvik AB v, United States, 721 F. Supp. 1322, 1331-32 (CIT
1989) (related party appeared to benefit from dumped imports), aff’d without

cpinion, 904 F.2d 46 (Fed. Cir. 1990); thylene T thalate Fi Sheet
and Strip from Japan and the Republic of Korea, Inv. Nos. 731-TA-458-459

(Final), USITC Pub. 2383 at 17, 18 (May 1991).

8



Weldbend’s purchases of imports and its relationship with certain importers
make it a related party.!? Petitioner argues that the Commission has rejected
the distinction between "importers” and “purchasers of imports.”!? Petitioner
points to the Commission determination in Certain Forged Steel Undercarriage
Components from Italy, Inv, No. 701-TA-201 (Final), USITC Pub, 1465 (Dec.
1983) to support the contention that Weldbend and certain importers have
adequate connections to be considered “related.” However, as discussed below,
the petitioner’s reliance on this case is imappropriate.

Respondent Weldbend argues that it does not meet the statutory criteria
of "related.”'® Respondent states that it does not import the products
subject to investigation, nor does it have a corporate affiliation with an
exporter or importer of the products. Rather, Weldbend states that, like some
of the petitioning companies, it purchases unfinished fittings from

importers.?®’

Weldbend relies on two previous Commission determinaticns
involving butt-weld pipe fittings to support its argument that it should not
be excluded as a related party.!® Butt-Weld Pipe Fittings from Brazil and
Tajwan, Inv. Nos. 731-TA-308 and 310 (Final), USITC Pub. 1918 at 10 (Dec.
1986); Butt-Weld Pipe Fittings from Japan, Inv. No. 731-TA-309 (Final), USITC
Pub. 1943 at 5 (Jan. 1987). In those determinations the Commission declined

to exclude from the domestic industry the operations of combination preducers

and converters that used imported unfinished fittings.,

12 petitioner’s Post-Conference Brief at 6-9.
13 Petitioner’s Post-Conference Brief at 6.
4 Weldbend’s Post—Conference Brief at 7,

15 Weldbend’s Post-Conference Brief at 8.

16 Weldbend’'s Post-Conference Brief at 8.

9



As mentioned above, fespondent Weldbend is the largest U.S. producer of
butt-weld pipe fittings and is primarily a converter. Weldbend asserts that
it purchases imported unfinished fittings because there are not enough
domestically produced unfinished fittings to meet its demand.}’ Weldbend
points out, and the responses to the Commission’s questionnaires confirm, that
certain members of the petitioning group also use imported unfinished fittings
and are importers of record.!® Weldbend purchases imports principally from
four importers.'® Questionnaire responses from two of those importers
indicated that they imported unfinished fittings from China and sold these
fittings only to Weldbend.??

As indicated above, petitioner claims that in Certain Forged Steel
Undercarriage Components from Italy, Inv. No. 701-TA-201 (Final), USITC Pub.
1465 (Dec. 1983), the Commission rejected the distinction between producers
who import and producers who purchase imports. Petitioner’s argument,
however, is incorrect. In that investigation, the Commission considered
whether Caterpillar should be classified as a related party.?! 1In a footnote
the Commission commented that Caterpillar was not only an importer of the

products, but had an agreement with IMES Trading Company to import and

17 Weldbend’s Post-Conference Brief at 10, 11.

% 1d.; Report at A-11 (indicating that three U.S. producers import unfinished
fittings), Petitioner has not requested exclusion of any of these "related
party” producers,

19 Report at A-10.

20 Report at A-10.
2} certain Forged Undercarriage Components from Italy, Inv. No. 701-TA-201
(Final), USITC Pub. 1465 at 5 (Dec. 1983). The Commission ultimately
concluded that appropriate circumstances did not exist, and therefore,
Caterpillar was not excluded from the domestic industry.

10



maintain a minimum supply in a warehouse solely to service Caterpillar. Thus,
the Commission noted that the parties were acting “in concert.”™ Petitioner
argues that the Commission’s comments regarding Caterpillar’s purchase of
imports means that the Commission has decided a purchaser of imports can be
considered an “importer.”?® However, while the Commission mentioned that
Caterpillar purchased imports, the decision that Caterpillar could be
considered a related party did not rest on that distinction., Rather, the
Commission stated that Caterpillar, as a‘domestic producer that was both a
purchaser of imports and an importer of record, was a related party.?*

There is a Commission determination, however, which directly addresses
the treatment of purchasers of imports under the related parties provision.
In Certain Cast-Iron Pipe Fittings from Brazil, Inv. No. 701-TA-221 (Final),
USITC Pub, 1681 (April 1985), the Commission addressed the question whether a
company that was the sole domestic purchaser of the imported products could be
classified as a related party. The Commission determined that since the

domestic producer was neither an importer of record nor related to the

22 14, at 5 n.12.

23 petitioner’s Post-Conference Brief at 6, 7.

%4 certain Forged Steel Undercarriage Components from Italy, USITC Pub. 1465
at 5. Even if 2 purchaser acting “in concert” with an importer is enough to
constitute a related party, the facts in Certain Forged Steel Undercarriage
Components demonstrate a much closer tie between the parties than in the
present investigations. In Certai ed S Undercarriage Components,

Caterpillar and IMES Trading had a specific agreement that IMES Trading would
maintain a warehouse with a minimum supply of the products for Caterpillar.

In this case, Weldbend has no such agreement with any importer. In fact,
although two importers sell their imported fittings only to Weldbend, it does
not appear that Weldbend has any relationship with them other than that of
buyer and seller. Should these investigations proceed to final
investigations, the Commission will seek additional information on Weldbend’s
connections to those two importers, as well as the other importers, to explore
the extent of any possible “relationship” further.

11



importer, it must be considered part of the domestic industry.?® 1In the
present case, Weldbend is not the sole domestic‘purchaser of the imports
subject to investigation. Thus, in an investigation that arguably presented
stronger facts than the present one for concluding that a purchaser of imports
was a related party, the Commission declined to do so.

Thus petitioner’s argument that Weldbend should be defined as a "related
party” is not in line with prior Commission determinations regarding this
issue, The related parties provision does not apply to domestic producers who
are also purchasers of imports. Accordingly, we determine that Weldbend is

not a related party that may be excluded from the domestic industry.2?®

ITI. Condition of the domestic industry

In determining the condition of the domestic industry, the Commission
considers, among other factors, domestic consumption, domestic production,
capacity, capacity utilization, shipments, inventories, employment, market
share, domestic prices, profitability, the ability to raise capital, and
investment.?’” In addition, the Commission evaluates all of these factors in

the “context of the business cycle and conditions of competition that are

25 cortain Cast-Iron Pipe Fittings from Brazil, Inv. No. 701-TA-221 (Final),
USITC Pub. 1681 at 4 & n.7 (April 1985).

% gince Weldbend is not a “related party,” consideration of whether
appropriate circumstances exist for excluding Weldbend is moot. Although
Weldbend is not a related party, its status as the principal converter of
unfinished pipe fittings from China and the largest domestic producer of
finished pipe fittings is a condition of competition that should be considered
when evaluating its trade and financial data, and that of the industry as a
whole. Should any final investigations occur, we will explore further the
significance of Weldbend’'s unique role in the domestic industry.

27 19 y.s.C. § 1677(7)(C) (diii).

12



distinctive to the affected industry.”?®

During the period of investigation, apparent domesticlconsumption of
butt-weld pipe fittings, by quantity, has declined irregularly. Apparent
consumption dropped from 106.3 million pounds in 1988 to 96.8 million pounds
in 1989, and then increased to 101.8 million pounds in 1990. 1In interim 1991,
apparent consumption declined again to 24.6 million pounds, compared with 26.1
million pounds in interim 1990.%° Aggregate domestic capacity to produce
butt-weld pipe fittings has been relatively stable, at 127 million pounds,
throughout the period of investigation.?3®

Domestic production increased irregularly during the period of
investigation, resulting in an irregular increase in capacity utilization.
Production decreased from 62.7 million pounds in 1988 to 61.6 million pounds
in 1989, and then increased to 71.8 million pounds in 1990. Production
declined sligﬁtly in interim 1991 to 17.3 million pounds, compared with 17.9
for interim 1990.%! Capacity utilization initially dropped from 49.2 percent
in 1988 to 48.4 percent in 1989, then increased to 56.3 percent in 1990. 1In
interim 1991, capacity utilization dropped slightly to 54.4 percent, compared
with 56.2 percent in interim 1990,32

Domestic shipments by quantity decreased irregularly by five percent

from 1988 to 1990, and then increased by 18 percent in interim 1991, compared

28 19 U.S.C. § 1677(7)(C) (iidi).
?% Report at A-14, Table 2.

3¢ Report at A-13, and Table 3.
31 Report at A-13, and Table 3.
32 Report at A-13, and Table 3,

13



with interim 1990.3* The value of domestic shipments followed a similar, but
less pronounced trend. End-of-period inventories of finished domestic pipe
fittings more than doubled from 1988 to 1990, and continued to increase in
interim 1991.3%

Overall employment in the domestic industry fell irregularly by 8
percent from 1988 to 1990, but increased by 8 percent in interiﬁ 1991,%
Hours worked and wages paid increased by 11 percent and 34 percent,
respectively, from 1988 to 1990, and continued to increase in interim 1991.
Similarly, total compensation and hourly compensation also increased
throughout the period of investigation.?S

The available data indicate that the volume and market share of subject
imports more than doubled between 1988 and 1990 and that domestic market share
declined slightly.®? Coincident with this surge in subject imports, domestic
prices for butt-weld pipe fittings declined irregularly during the period of
investigation,3®

While net sales increased irregularly throughout the period, operating
income as a percentage of net sales declined consistently from 14.9 percent in
1988 to 11.6 percent in 1989 and then to 8.7 percent in 1990. Operating

income declined further to 9.5 percent in interim 1991, compared with 10.9

33 Report at A-13. The exact figures are confidential.

3% Report at A-16, and Table 6.

35 Report at A-16, and Table 7,

3¢ Report at A-16, and Table 7.

37 Report at A-27-A-29, Tables 15, 16.
3% Report at A-31-A-34,

14



percent in interim 1990.%° No domestic producers reported operating losses
during the period of investigation, Capital expenditures by the domestic
industry increased irregularly during the period of investigation,*°

Based upon the data available in these investigations, we find a
reasonable indication that the domestic industry is materially injured. %2
The financial condition of the domestic industry has deteriorated during the
period of investigation, notwithstanding an irregular increase in net sales.
While domestic production and capacity utilization have increased somewhat,

shipments have been flat and inventories have increased dramatically.

3% Report at A-17-A~18, and Table 9. We note, however, that the financial
data from many of the firms contained internal inconsistencies. When
contacted, the firms typically indicated that they had difficulty preparing
financial data specific to butt-weld pipe fittings of less than 14 inches in
diameter. Financial data on overall operations show higher and more stable
operating returns than the data specific to the product at issue. Should any
final investigations occur, we will seek more consistent financial data and
further explanation for the differences between overall operations financial
data and product specific financial data.

4 peport at A-23, Table 11. For example, Weldbend stated at the conference
that it had increased its investment in 1989 and 1990 to expand its integrated
production. Conference Transcript at 56.

41 Acting Chairman Brunsdale does not reach a separate legal conclusion
concerning the presence or absence of material injury based on this
information. While she does not believe an independent determination is
either required by the statute or useful, she finds the discussion of the
condition of the domestic industry helpful in determining whether any injury
resulting from the allegedly dumped imports is material.

42 since we determine that there is a reasonable indication of material injury
for the purposes of these preliminary investigations, consideration of any
threat of material is not necessary at this time. Should any final
investigations occur, however, we will consider the threat issue in detail,
especially given the evidence of material injury available at this time. In
any final investigations, we would seek to obtain more complete information
regarding the foreign producers, especially those in China.

15



III. Cugulation
In determining whether there is material injury by reason of the LTFV
imports, the Commission is required to cumulatively assess the volume and
effect of imports from two or more countries subject to investigation if such
imports compete with one another and with the domestic like product in the
United States market.*® In determining whether there is a threat a of
material injury by reason of LTFV imports, cumulation is discretionary.**
The only cumulation issue relevant to these investigations is whether

the imports from China and Thailand compete with one another and with the
domestic like product. In assessing whether imports compete with each other
and with the domestic like product, the Commission has generally considered
four factors, including:

(1) the degree of fungibility between the imports from

different countries and between imports and the

domestic like product, including consideration of

specific customer requirements and other guality

related questions;

(2) the presence of sales or offers to sell in the

same geographical markets of imports from different

countries and the domestic like product;

(3) the existence of common or similar channels of

distribution for imports from different countries and

the domestic like product; and

(4) whether the imports are simultaneously present in
the market. %°

4 19 U.8.C. § 1677(7)(C)(iv); Chaparral Steel Co., v, United States, 901 F.2d
1097, 1105 (Fed. Cir. 1990).

4 19 y.s.C. § 1677(7)(F) (iv),

4 gsee Certain Cast-Iron Pipe Fittings from Brazil, the R ic of Korea, and
Taiwan, Inv. Nos. 731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff’'d,

Fundicao Tupy, S.,A, v. Upited States, 678 F. Supp. 898 (CIT 1988), aff’d, 859
F.2d 915 (Fed. Cir. 1988).
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While no single factor is determinative, and the list of factors is not
exclusive, these factors are intended to provide the Commiésion with a
framework for determining whether the imports compete with each other and with
the domestic like product.“® Furthermore, only a “reasonable overlap” of
competition is required.¥

All butt-weld pipe fittings must meet the same standards set by the
American Society of Testing and Materials and the American National Standards
Institute and can be used interchangeably.’® While there is some evidence
that Chinese pipe fittings are of inferior quality, that assertion appears to
be based on the fact that there is a higher rate of failure when testing
Chinese pipe fittings pursuant to those standards. Substandard pipe fittings
are returned to the sellers, There is no evidence that pipe fittings from
Thailand fail to meet industry standards. Nor is there any evidence that pipe
fittings from any country that meet the industry standards differ

significantly in quality.*® Furthermore, much of the imports from China are

4 See Wieland Werke, AG v, United States, 718 F.Supp. 50 (CIT 1989); Granges
Metallverken AB v. United States, 716 F.Supp. 17 (CIT 1989); Elorex v. United
States, 705 F.Supp. 582 (CIT 1989).

47 gee Wielapnd Werke, AG v, United States, 718 F.Supp. 50, 52 (CIT 1989)
("Completely overlapping markets are not required.”); Granges Metallverken AB
¥, United States, 716 F.Supp. 17, 21, 22 (CIT 1989) ("The Commission need not
track each sale of individual sub-products and their counterparts to show that
all imports compete with all other imports and all domestic like products . .
. the Commission need only find evidence of reasonable overlap in
competition”); Florex v, United States, 705 F.Supp. 582, 592 (CIT 1989)
("[clompletely overlapping markets is [sic] not required.”).

4% Report at A-7.

4 There is evidence that certain end users, especially the petrochemical
industry, do not buy Chinese jmports due to the lack of vendor approval.
Report at A-7-A-8. Petitioner estimates that this segment of the market
constitutes only about 15 to 25 percent of the total market and note that
unfinished pipe fittings from China, once finished by an approved domestic
(continued...)

17



unfinished pipe fittings that are finished by domestic producers, such as
Weldbend, and sold as domestic product.

Imports from China and Thailand are sold in all parts of the country.>?
They have been sold in substantial quantities throughout the period of
investigation.®! Furthermore, they are marketed in a similar fashion,
primarily by sale to distributors for resale to end users. Simjlarly, the
domestic product is sold throughout the country and is distributed in the same
fashion as the subject imports,3?

Given the essentially fungible nature of butt-weld pipe fittings, the
competition between subject imports and the domestic product throughout the
country and in all relevant time periods, and the similarity in methods of
distribution, the Commission in the prior investigations determined that
cumilation was warranted.®® These same factors exist in the pending
investigations. We therefore determine that cumulation of imports from China
and Thailand is warranted for the purposes of these preliminary

investigations.

49(,,.continued)

converter such as Weldbend, may then be sold as finished pipe fittings in this
market segment. Petitioner’s Post-Conference Brief at 21-22.

%0 Report at A-11-A-12.

51 Report at A-28, Table 15.

52 Report at A-11-A-12,

53 see Certain Carbon Steel Butt-Weld Pipe Fittings from Brazil and Taiwan,
Inv. Nos. 731-TA-308 and 310 (Final), USITC Pub. 1918 at 14-16 (Dec. 1986);

Certain Carbon Steel Butt-Weld Pipe Fittings from Japan, Inv. No. 731-TA-309
(Final), USITC Pub. 1943 at 7-9 (Jan. 1987).
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v. Causation

In addition to finding material. injury to a domestic industry, the
Commission must also determine whether such injury is ”by reason of” the
allegedly less than fair value or subsidized imports.®* In making this
determination, the Commission is required to consider, inter alia, the volume
of the imports subject to investigation, the effect of such imports on
domestic prices, and the impact of such imports on the domestic industry.>s
Evaluation of these factors involves a consideration of: (1) whether the
volume of imports, or increase in volume is significant, (2) whether there has
been significant price underselling by the imported products, and (3) whether
imports have otherwise depressed prices to a significant degree, or have
prevented price increases.®® In addition, the Commission must evaluate the
impact of the imports in light of relevant economic factors bearing on the
industry, such as actual and potential changes in profits, productivity,
capacity utilization, and investment.>’

The Commission may not weigh the various causes of material injury,>®
nor must it determine that LTFV or subsidized imports are the principal, a

substantial, or a significant cause of material injury.®® However, the

5% 19 U.S.C. § 1673b(a).

55 19 U.S.C. § 1677(7)(B).

56 19 U.8.C. § 1677(7)(C) (i-ii).

57 19 U.5.C. § 1677(7)(C) (iii).

58 5. Rep. No. 249, 96th Cong., 1st Sess. 74 (1979); La Metalli Tndustriale,
S5.p.A. v, United States, 712 F. Supp. 969, 971 (CIT 1989); Citrosuco Paulista
¥. United States, 704 F. Supp. 1075, 1101 (CIT 1988); Hercules, Inc. v, Unjted
States, 673 F. Supp. 454, 481 (CIT 1987); British Steel Corp. v. United
States, 593 F., Supp. 405, 413 (CIT 1984).

3? 5. Rep. No. 249, 96th Cong., 1lst Sess. at 74.
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Commission may consider any information demonstrating possible alternative
causes of injury to the domestic industry.S°

The volume of cumulated imports has increased dramatically from 22.4
million pounds in 1988 to 40.5 million pounds in 1989 and then to 45.1 million
pounds in 1990.%! Cumulated imports declined from 13.2 million pounds in
interim 1990 to 6.2 million pounds in interim 1991. The value of cumulated
imports followed a similar tend, increasing from $13.0 million in 1988 to
$25.6 million in 1989, and then to $28.3 million in 1990. Cumulated imports
then declined from $8.3 million in interim 1990 to $4.1 million in interim
1991.62

Market penetration of cumulated imports, by quantity, also increased
dramatically during the period of investigation, increasing from 21.1 percent
in 1988 to 41.9 percent in 1989, and further to 44.3 percent in 1990. Market
penetration then declined to 25.4 percent in interim 1991, compared with 50.7
percent in interim 1990.%° Market penetration by value exhibited a similar
trend, but at a lower absolute level reflecting the lower average unit value

of import shipments compared with domestic shipments.®*

6 5. Rep. No. 249, 96th Cong., lst Sess. 75 (1979). Such alternative causes
may include "the volume and prices of imports sold at fair value, contraction
in demand or changes in patterns of consumption, trade, restrictive practices
of competition between the foreign and domestic producers, developments in
technology, and the export performance and productivity of the domestic
industry.” Id. at 74.

61 This rapid increase in subject imports occurred at a time when imports from
other countries was dropping. Report at A-28, Table 15. Should any final
investigations take place, we will examine this apparent shift in imports

~ further and consider its relevance, if any, to the determination of material
injury to the domestic injury by reason of the subject imports.

€2 Report at A-27-A-29, and Table 15,

63 Report at A-29, and Table 16.

64 Report at A-29, and Table 16. Compare the average unit values in Table 16
with those in Table 4.
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The weighted-average prices for three selected U,S.-produced pipe
fittings for which pricing data were obtained declined irregularly by between
3 and 6 percent during the period of investigation.®® Prices of imports from
China and Thailand followed similar trends, exhibiting irregular declines for
all three products, but by higher percentages than for the U.S.-produced pipe
fittings. Significantly, in each quarterly period for which price comparisons
were possible, imports from China and Thailand were priced below the domestic
product. Margins of underselling for the Thai products ranged from 2.5
percent to 34.4 percent. Margins of underselling for the Chinese products
ranged from 16.7 percent to 43.8 percent.®® 7

Given the essentially fungible nature of butt-weld pipe fittings for
most applications,®® the rapid and significant increase in cumulated imports,
their large market share, the declines in domestic prices, and the clear
evidence of underselling, we determine that there is a reasonable indication
the domestic industry is materially injured by reason of the allegedly LTFV

imports from China and Thailand.

65 Report at A-31-A-34,

66 Acting Chairman Brunsdale believes that underselling margins are distorted
beyond usefulness in the case of Chinese butt-weld pipe fittings because of
evidence that it is of inferior quality. In fact, the Chinese product cannot
be used in certain applications. See Report at A-7-A-8.

§7 Report at A-34-A-35, and Tables 17-19, Lost sales and lost revenue data
were extremely sparse. Should any final investigations occur, we will seek
further information from the domestic industry regarding lost sales and lost
revenue, including an explanation of the significance of the lack of specific
data.

63 We note, however, that for many specialized applications, especially in the
petrochemical and nuclear industries, Chinese pipe-fittings are not
acceptable,
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SEPARATE VIEWS OF COMMISSIONER DAVI-D B. ROHR
FINDING THREAT OF MATERIAL INJURY
IN
CERTAIN CARBON STEEL BUTT-WELD PIPE FITTINGS FROM
CHINA AND THAILAND

Inv. No, 731-TA-520 and 521 (Preliminary)

I set forth these separate views because ] determine that there is a reasonable indication
that the domestic industry in this investigation is threatened with material injury by reason
of imports of certain carbon steel butt-weld pipe fittings from China and Thailand alleged to
be sold in the United States at less than fair value (LTFV). 1 find there is clear and
convincing evidence that the domestic industry is not cﬁrrently experiencing material injury
and there is no likelihood of contrary evidence in any final investigation. The evidence
regarding the lack of threat posed by the imports subject to investigation is not clear and
convincing and I cannot conclude that there is no likelihood that evidence establishing that
such imports threaten this domestic industry would not be developed after further
investigation.

I concur in the views of my colleagues about the proper definition of the like product and
industry in this investigation. Additionally, I concur with my colleague’s views on the related
party issue. I disagree, however, with my colleagues with respect to present material injury
because I cannot conclude, from my assessment of the condition of the domestic industry, that
there is a reasonable indication that it is currently experiencing material injur;.r.1
Condition of the Domestic Industry

In examining the condition of the domestic industry, I have considered all factors,
including domestic production, capacity, capacity utilization, shipments, inventories,
employment, financial performance, the ability to raise capital, investment, and market share.

Moreover, 1 evaluated these factors in the "context of the business cycle and conditions of

1 That is, harm that is not inconsequential, immaterial, or unimportant. Section 771(7)(A),
Tariff Act of 1930, as amended.
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competition that are distinctive to the affected industry."z
First, looking at production related indicators, I note that most key measures of the
industry’s performance are currently at levels that do not reflect material injury and also have
shown significant improvements over the period of investigation. During the period of
investigation, domestic production increased by [5% and then dipped only slightly in the
interim period. Increases in capacity and capacity utilization followed similar trends.?

Apparent domestic consumption of butt-weld pipe fittings, by quantity, has fluctuated
during the period of investigation. Apparent consumption dropped in 1989, increased in 1990,
and dreopped in the interim period.” Domestic shipments also fell in 1989 and rose in 1990,
They continued, however, to increase in the interim pt:riod.5 Changes in inventories do not
support an affirmative determination as they are explained by factors exogenous to the LTFV
imports.“

Turning to employment indicators, again I note there has been substantial improvement
in the indicators during the period of investigation. Hours worked and wages paid increased
by 11 percent and 34 percent, respectively, from 1988 to 1990, and increased by 19 percent and
23 percent, respectively, during the interim periods. Furthermore, total compensation and
hourly compensation increased throughout the period of investigation. The number of related

workers decreased from 289 to 267 from 1988 to 1990, but increased form 280 to 303 in the

2 19 US.C. § 1677(7) (CXiii).

3 Report of the Commission (Report) at A-13, and Table 3; 56 Fed. Reg. 27730(June 17,
1991)(Commerce Notice).

4 Report at A-14, Table 2.
3 Report at A-14, Table 2.

6 Report at A-16, and Table 6.
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interim period.7 _

The third set of indicators of the performance of the domestic industry are the financial
indicators. Net sales have increased over the period of investigation by 5 percent and
continued to increase in the interim period by 15 percent. Profit margins are down 3 percent
and 2 percent, respectively, from 1988 to 1990 and the interim period. This drop is
attributable to the cost of goods sold margins and general, selling, and administrative margins
which have risen over the period of investigation. Operating margins have dropped from 14.9
percent in (988 to 11.6 in 1989 and to 8.7 percent in 1990.%2 No domestic producers reported
operating losses during the investigation period. Furthermore, capital investment has more

than doubled from 1988 to 1990.

Domestic market share has been relatively stable from 1988 to 1990. The interim period,
9

however, indicates an increase.” Concurrently, the percentage of imports from China and
Thailand increased from 34.5 percent in 1988 to 65.4 percent in 1990 while the imports from
all other sources fell from 65.5 percent to 34.6 percent in the same time pcriodm. These three
factors indicate that the investigated imports are taking market share from all other importers
rather thap from the domestic industry.

My overall evaluation of the condition of this industry based on the balance of the
indicators is that there is clear and convincing evidence that it is not currently experiencing
material injury. Many key indicators are rising and are at levels indicative of good operating

performance. While some other indicators are falling, they remained, at the end of the period

of investigation, above levels which I would view as indicative of material injury. Although

7 Report A-16, Table 7.

8 Report at A-17-A-18, and Table 9. I understand that the overall operations data may
provide higher and more stable operating returns than the product specific data due to the
difficulty of separating out certain products from internal records.

? Report at A-30, Table 16.

10 Report at A-28, Table 15.
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1 conclude the indicators are not at levels indicative of current injury, fhe downward trends
in certain key indicators indicate serious vulnerability to the potential effects of LTFV
imports.
Threat of Material Injury by Reason of LTFV Imports'!

While the conclusion that the industry is not currently experiencing material injury is
clearly warranted on the basis of the evidence before the Commission, the evidence relating
to the future of the industry does not permit such a conclusion with regard to threat. I cannot
say that the ecvidence is so clear that imports do not threaten the industry or that additional
evidence that may establish such a threat will not be obtained in any final investigation which
the Commission may undertake. Thus, I have made an affirmative determination on the basis
of threat of material injury.

Section 771(7)}{F) of the Tariff Act of 1930, as amended, directs the Commission to
determine whether a U.S. industry is threatened with material injury by reason of imports "on
the basis of evidence that the threat of material injury is real and that actual injury is

imminent." 2 Such a determination may not be made on the basis of "mere conjecture or

"1 Due to the fact 1 make affirmative determinations as to the threat posed by imports
from Thailand and China individually, I find there in no need to discuss cumulation in this
section.

12 The ten factors that the statute requires the Commission to consider are: (I) the nature
of the subsidy {obviously applicable only to countervailing duty investigations), (II) any
increase in production capacity or existing unused capacity in the exporting country likely to
result in a significant increase in imports of the merchandise to the United States, (III) any
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 a depressing or suppressing effect on domestic prices
of the merchandise, (V) any substantial increase in inventories of the merchandise in the
United 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 importation (or sale for importation) of the merchandise (whether or not it
is actually being imported at the time) will be the cause of actual injury, (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 1671 or 1673
of this title or to final orders under section 1671e or 1673e of this title, are also used to
produce the merchandise under investigation, (IX) in any investigation under this title which
involves imports of both raw agricuitural product (within the meaning of paragraph (4)(E)iv)
and any product processed from such raw agricultural product, the likelihood there will be
increased imports, by reason of product shifting, if there is an affirmative determination by
the Commission under section 705(b)(1) or 735(b)(1) with respect to either the raw agricultural
product or the processed agricultural product (but not both), and (X) the actual and potential
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supposition.” 3 in addition, the Commission must consider whether Vdumping findings or
antidumping remedies in markets of foreign countries against the same class of merchandise
suggest a threat of material injury to the domestic industry. % 1 comsider each statutory
consideration applicable to this investigation below.”

Looking first at imports and import penetration, items (II) and (III), several conclusions
appear to be warranted by the facts in the Commission’s possession. First, imports increased
steadily from 1988 to 1990 with a large increase from 1988 to 1989.16 Imports did decline by
over 50 percent in the interim period, but the significance of this decline is questionable due
to the unreliability of three month interim data. Data from a final investigation would give
more adequate information pertaining to these levels.

Looking at import penetration levels, I note a large increase over the period of
investigation." It appears that over the period of investigation this increase in market share,
particularly by the Chinese imports, was at the expense of other imports. It is clear that a
continuation of the trends indicated in the annual data would also affect domestic market
share. Interim 1991 market share provides some suggestion that such trends may not
necessarily continue but more information about the interim period will be obtained should

this matter return to the Commission for a final investigation. Finally, in view of the

negative effects on the existing development and production efforts of the domestic industry,
including efforts to develop a derivative or more advanced version of the like product.
13 19 US.C. § 1677(7)FXii).

¥ gee 19 US.C. § 1677(7)(F)(iii), as amended by Section 1329 of the 1988 Act, Pub. L. 100-
418, 102 Stat. 1107, 1206.

15 Because this investigation does not concern either a subsidy or agricultural products.
statutory factors (I) and (IX) are not applicable. Because the producers under investigation
produce no other products subject to antidumping or countervailing duty investigations or
orders, statutory factor (VIII) is also inapplicabie.

16 Report at A-14, Table 2 or A-28, Table 15,

7 Report at A-14, Table 2 or A-30, Table 16.
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increasing vulnerability of the industry I cannot say there is clear and. convincing evidence
that the curreat levels of the imports are not likely to be injurious in the future, even if they
do not substantially increase.

The volume of imports and import penetration level, while providing support for a
finding of a causal connection between the imports and the condition of the industry, either
in the present or in the future, are only one factor in an analysis of causation, which might
be further supported or contradicted by other evidence, particularly information relating to
price, which is a factor to be considered in making a threat determination under item (IV),

Prices (IV) of the imports under investigation have consistently undersold the U.S.
producers in every quarter that data was available from 1988 to the first quarter of 199118
This trend has yet to have the impact of materially injuring this industry, but as other
importers are driven out of the market, these consistently low prices could have serious effects
on the domestic market.

In regard to substantial increases in inventories (V), there has been a large upward shift
in inventories in the U.S. market. However, s indicated earlier, this shift has occurred due to
decisions of the domestic industry exogenous to the LTFV imports.

Looking at exporting countries, most specifically China, the capacity of the foreign
industry to continuc to supply additional imports, as indicated in the current import trends,
items (II) and (VI) warrants further investigation because the data provided to the Commission
is woefully incomplete and inconsistent. This makes it impossible for me to make any
determination with regards to underutilization or increases in capacity for both Thailand and
China, Furthermore, I expect additional information to be obtained if a final determination
is necessary and if additional information is not acquired, I will use the best information
available.

Other demonstrable adverse trends (V1I) include the decreasing operating margins of the

domestic industry. In 1988 the operating margin was at 14.9 percent, in 1989 it declined to

18 Report at A-32-A-33-A34, Tables 17, 18, 19.
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11.6 percent, and to 8.7 percent in 1990." This indicates a very vulnerable industry that may
well be threatened by LTFV imports because, although the evidence is clear and convincing
there is not current material injury, if operating margins continue to decline the domestic
industry may be unable to compete effectively with imports.

In regards to item (IX), the evidence demonstrates that at least for one domestic producer,
Weldbend, there has been no actual or potential negative effects on the existing development
and production efforts of the domestic industry. In fact, Weldbend has continued to be the
domestic market leader while heavily reinvesting in its facilities to become a fully integrated
production operation. Furthermore, they have made advancements in developing a more
hardened steel to improve the current version of product under investigation.?® The other
domestic producers do not appear to have made other efforts to improve existing development
and production operations. More information at this point will be sought should the matter
return to the Commission for a final investigation,

Based upon the above analysis of the statutory threat factors and the vulnerability of the
domestic industry, I find that there is a reasonable indication that the domestic industry is
threatened with material injury by reason of imports of allegediy LTFV carbon steel butt-

weld pipe fittings from China and Thailand.

9 Report at A-20, Table 9.

20 Official transcript of proceedings, Certain carbon steel butt-weld pipe fittings from
China and Thailand, at p. 58
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A-3

INTRCDUCTION

On May 22, 1991, a petition was filed with the U.S. International Trade
Commission (Commission) and the U.S. Department of Commerce (Commerce) by
counsel for the U.S. Fittings Group (USFG),! alleging that an industry in the
United States is materially injured and threatened with further material
injury by reason of imports from the People’s Republic of China (China) and
Thailand of certain carbon steel butt-weld pipe fittings® that are alleged to
be sold in the United States at less than fair value (LTFV). Accordingly,
effective May 22, 1991, the Commission instituted antidumping investigations
Nos. 731-TA-520 and 521 (Preliminary) under section 733(a) of the Tariff Act
of 1930 to determine whether there is a reasonable indication that an industry
in the United States is materially injured or threatened with material injury,
or that the establishment of an industry in the United States is materially
retarded, by reason of imports of such merchandise intec the United States,

Notice of the institution of these investigations was posted in the
QOffice of the Secretary, U.S. Internmational Trade Commission, Washington, DC,
and published in the Federal Register of May 30, 1991 (56 F.R. 24410).
Commerce published its notice of initiation in the Federal Register of June
17, 1991 (56 F.R. 27730). Copies of the Commission‘s and Commerce’s Federal
Register notices are presented in appendix A.

The Commission held a public conference in Washington, DC, on June 12,
1991, at vwhich time all interested parties were allowed to present information
and data for consideration by the Commission. A list of the participants in
the conference is presented in appendix B. The Commission voted on these
investigations on July 2, 1991. The statute directs the Commission to make
its preliminary determinations within 45 days after receipt of the petition
or, in these investigations, by July 8, 1991.

! The USFG is an ad hoc trade association consisting of five domestic
producers of carbon steel butt-weld pipe fittings (Hackney, Inc.; Ladish Co.,
Inc.; Mills Iron Works, Inc.; Steel Forgings, Inc.; and Tube Forgings of
America, Inc.).

2 For purposes of these investigations, certain carbon steel butt-weld pipe
fittings are defined as carbon steel butt-weld pipe fittings having an inside
diameter of less than 360 millimeters (l4 inches), imported in either finished
or unfinished form. These formed or forged fittings are used to join sections
in piping systems where conditions require permanent, welded comnections, as
distinguished from fittings based on other fastening methods (e.g., threaded,
grooved, or bolted fittings). Carbon steel butt-weld pipe fittings are
classified in subheading 7307.93.30 of the Harmonized Tariff Schedule of the
United States (HTS). Unfinished butt-weld pipe fittings of subheading 7307.99
that are not machined, not tooled, and not otherwise processed after forging
are not included in the scope of the investigations.



PREVIOUS AND RELATED INVESTIGATIONS

On June 28, 1985, the Commission instituted investigation No. 332-216,
Competitive Assessment of the U.S. Forging Industry.?® The investigation was
conducted in response to a request from the United States Trade Representative
(USTR) at the direction of the President, that the Commission conduct an
investigation under section 332(g) of the Tariff Act of 1930 (19 U.s.C.
1332(g)) concerning the competitive position of the U.S. forging industry in
U.S. and world markets. Part of the investigation dealt with pipe fittings
and flanges.

On January 13, 1986, the U.S. Butt-Weld Pipe Fittings Committee* filed
antidumping petitions with the Commission and Commerce limited to finished
carbon steel butt-weld pipe and tube fittings from Brazil, Japan, and Taiwan.
On February 25, 1986, the Commission received notice from Commerce indicating
that it was terminating the subject investigations at the request of the
petitioner. Accordingly, effective February 25, 1986, the Commission
terminated its investigations Nos. 731-TA-301 through 303 (Preliminary), and
published notice of same in the Federal Register (51 F.R. 7342, Mar. 3, 1986).

On February 24, 1986, counsel for the U.S. Butt-Weld Pipe Fittings
Committee filed antidumping petitions with the Commission and Commerce on
carbon steel butt-weld pipe and tube fittings, whether in finished or
unfinished form, from Brazil, Japan, and Taiwan. Effective October 24, 1986,
Commerce issued final determinations that such fittings from Brazil and Taiwan
were being sold in the United States at LIFV.® Subsequently, the Commission
determined in investigations Nos. 731-TA-308 and 310 (Final) that an industry
in the United States was materially injured by reason of such imports from
Brazil and Taiwan and notified Commerce of these determinations on December 8,
1986. Effective December 29, 1986, Commerce issued a final determination that
such fittings from Japan were being sold in the United States at LTFV.®
Subsequent to that decision, the Commission determined in investigation No.
731-TA-309 (Final) that an industry in the United States was materially
injured by reason of such imports from Japan and notified Commerce of this
determination on January 26, 1987.

On August 3, 1989, the U.S. Butt-Weld Pipe Fittings Committee filed a
petition with Commerce’ alleging that manufacturers, producers, or exporters
in Thailand of carbon steel butt-weld pipe fittings receive certain benefits
which constitute bounties or grants within the meaning of the countervailing

3 In April 1986, the Commission published its report Competitive Assessment

of the U,S. Forging Industry, Report to the President on Investigation No,
332-216 Under Section 332 of the Trade Act of 1930, as Amended, USITC
Publication 1833,

* This ad hoc organization was comprised of three domestic producers,
Ladish Co., Inc.; Mills Iron Works, Inc.; and Steel Forgings, Inc.

® The weighted-average margin on all sales compared was determined to be
52.25 percent for Brazil and ranged from 6.84 to 49.46 percent for Taiwan.

® The weighted-average margin on all sales compared was determined to be
62.79 percent.

7 As Thailand is not a "country under the Agreement,” it is not entitled to
an injury test in countervailing duty investigations.
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duty law. Effective January 18, 1990, Commerce determined that the estimated
net bounty or grant rate is 2.53 percent ad valorem. A copy of Commerce’s
Federal Register notice associated with the countervailing duty investigation
is presented in appendix C.

THE PRODUCT
Description

Butt-weld pipe fittings (hereafter butt-weld fittings) are used to
connect pipe sections where conditions require permanent, welded connections.
The beveled edges of butt-weld fittings distinguish them from other types of
pipe fittings, such as threaded, grooved, or bolted fittings, which rely on
different types of fastening methods. When placed against the end of a
beveled pipe or another fitting, the beveled edges form a shallow channel that
accommodates the "bead" of the weld that fastens the two adjoining pieces.
Butt-weld fittings come in several basic shapes, the most common of which are
elbows, tees, and reducers. Elbows are two-outlet fittings that usually have
either a 45-degree or a 90-degree bend in the pipe, tees are T-shaped fittings
having three outlets, and reducers are two-outlet fittings that connect pipes
of two different diameters.

Butt-weld fittings are produced from various materials: carbon steel,
alloy steel, and stainless steel. Only those butt-weld fittings produced from
carbon steel and under 14 inches in inside diameter are covered by these
investigations.

Manufacturing Processes

The manufacture of butt-weld fittings typically begins with seamless
carbon steel pipe. When manufacturing an elbow, the pipe is first cut to
length. The pipe is then lubricated internally and fastened onto a draw
bench, where it is heated until soft and then pushed over a mandrel. A"
mandrel is a metal rod whose diameter equals that of the desired interior
diameter of the fitting. As the hot pipe is pushed over the mandrel, it
stretches so that its outer diameter increases and its walls become thinner.
The desired degree of bend in the fitting is achieved at this stage as well.
The manufacture of tees and reducers also typically starts with cut-to-length
pipe; however, instead of being formed over a mandrel, they are pressed or
hammered into a die to achieve the desired shape. The pipe may or may not be
heated prior to forming.®

Some industry sources define the above process as a "forging" process
and say it encompasses both cold-forging and hot-forging. Other industry
sources say it is a cold- or hot-"forming" process, because, in forging, a
solid mass of steel would be the raw material that would be transformed by
beating, hammering, or pressing into the shape of a fitting, whereas in the

® Some types of fittings, such as caps, begin with carbon steel plates.
Other carbon steel materials used in minimal amounts include billets and bars
used to produce reducers and tees.
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case of fittings, the raw material is an already wrought product, e.g.,
seamless pipe, which has already undergone considerable shaping from the
solid-mass-of-steel stage prior to the cold- or hot-forming process that will
give it its characteristic shape as an elbow, tee, or reducer,

After forming, the pipe often must undergo a "reforming" or "sizing"
operation in which it is placed in a vertical press and subjected to great
pressure, bending the pipe slightly to achieve "true" circularity of its cross
section and uniform outside diameter. This operation is necessary to ensure
that the butt-weld fitting will match the pipe to which it is to be welded.
Butt-weld fittings that are formed at a temperature under 1,200 degrees F or
above 1,800 degrees F must also undergo a heat treatment which relieves stress
buildup within the fitting during the formimg process.

The finishing steps involved in the production of butt-weld fittings may
include one or more of the following steps: shot blasting, machine beveling,
boring and tapering, grinding, die stamping, inspection, and painting. Shot
blasting removes oxidation and mill scale from the fittings. Ends are beveled
to the specifications of the American National Standards Institute (ANSI), and
inside diameters are bored and tapered to ANSI tolerances. The fittings are
then ground to remove surface imperfections and stamped with an identification
of each heat lot number, parent material, and size and wall thickness. Next,
the fittings are inspected for flaws and defects, in addition to being checked
for thickness, length dimensions, and inside and outside diameter tolerances
per the specifications of the American Society for Testing and Materials
(ASTM) and ANSI.® Finally, the fittings are painted with a protective
coating.

Some manufacturers use semiautomated machinery that bevels, bores,
tapers, and grinds in one operation. The manufacturing process may be
continuous. That is, carbon steel pipe, or an unfinished fitting may be
converted into a finished butt-weld fitting in one continuous cperation,
rather than the pipe being converted into a semifinished butt-weld fitting,
inventoried, and subsequently finished in another operation.

The domestic industry includes integrated producers, converters, and
combination producers. Integrated producers begin with seamless pipe as their
raw material and perform both forming and machining operations. In conversion
operations, producers begin with unfinished butt-weld fittings and perform
only machining and finishing operations. Combination producers produce some
fittings in an integrated process and other fittings in a conversion process.

Uses

The primary industries that use these butt-weld fittings include
chemicals, oil refining, energy generation, construction, and shipbuilding.
These industries use butt-weld fittings in piping systems that convey gases or
liquids in plumbing, heating, refrigeration, air-conditioning, automatic fire

9 ASTM sets standards for the chemical properties and physical tolerances
that a certain material must have. ANSI sets standards for the actual
dimensions of each type of fitting.



A-7

sprinkler, electrical conduit, irrigation, and process-piping systems for
application in energy production, power generation, and manufacturing.?®
Butt-weld fittings are used to join pipes in straight lines, and to change or
divide the flow of oil, water, gas, or steam in commercial, residential, or
industrial piping systems. Structural uses include fences, guardrails,
playground equipment, and scaffolding.

Imported and Domestic Product Comparison

Responses were mixed regarding quality comparisons between U.S.-produced
and imported butt-weld pipe fittings. Three of five U.S. producers reported
that Chinese butt-weld fittings are inferior in quality to the domestic
product, while the remaining two indicated no quality differences between the
two products. Among the three producers noting quality differences, one
stated that there is a general perception in the market that the Chinese
product is lower in quality, while the remaining two noted that butt-weld
fittings from China often do not meet ASTM and/or ANSI specifications when
tested by distributors and end users.!!’ One of these three producers also
noted that the date of delivery from China is very unpredictable and orders
often arrive much later than expected. Kone of the domestic producers noted
any quality differences between domestic and Thai butt-weld fittings, although
one stated that the Thai product can sometimes take as long as 3 to 5 months
. between order and delivery.

Six of twelve importers reported that quality differences do exist
between domestic and imported butt-weld pipe fittings, while six importers
indicated that there are no differences. 1In the majority of cases where
quality differences were noted, the quality of the Chinese product was
described as inferior to that of the domestic product. As with domestic
producers, importers noted that Chinese butt-weld pipe fittings often do not
meet ASTM and ANSI specifications. One importer also stated that it is not
possible to verify the purity of the raw materials used as inputs to
production of Chinese butt-weld pipe fittings, so the Chinese product cannot
be used in most applications in the oil, petrochemical, and nuclear power
industries. Large U.S. companies which purchase butt-weld fittings often have
approved vendor lists., Most major oil companies and petrochemical companies
have not given an approval rating to Chinese butt-weld fittings. In addition,
a number of U.S. distributors refuse to carry the imported Chinese product.??
An importer of Thai fittings over the investigation period reported that Thai
fittings are accepted and used by most of the majer U.S. oil companies and are
similar in quality to U.S.-produced fittings.

One U.S. producer who purchases imported butt-weld fittings *%* reported
that if the imported fittings can be reworked and brought up to standard it

19 Competitive Assessment of the U.S. Forging Industry, Report to the
President on Investigation No, 332-216 Under Section 332 of the Trade Act of

1930, as Amended, USITC Publication 1833, p. V-1.

11 ASTM sets standards for the chemical properties and physical tolerances
that a certain material must have. ANSI sets standards for the actual
dimensions of each type of fitting.

12 Transcript of conference (Transcript), pp. 70-71.
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will do so and make a settlement claim with the supplier; otherwise, they are
returned to the supplier.!® Another U.S. producer and purchaser of butt-weld
fittings (Weldbend) claimed that its rejected fittings were melted down.*

Substitute Products

Butt-weld fittings compete in all applications with threaded, grooved,
or bolted fittings. However, welded comnections provide a better seal than
threaded, grooved, or bolted connections, which can give under pressure. In
addition, installation and maintenance is easier and more cost effective than
with other types of fittings. Ductile iron grooved fittings were listed by
one guestionnaire respondent as a suitable substitute for low-pressure and
low-performance applications such as water supply in a commercial building.

Specialty pipe fittings, often made from alloy steel or stainless steel,
are usually made to the specifications of the purchaser.’® They can feature
non-standard wall thicknesses, or special end details such as close-tolerance
bevels, or uncommon shapes such as seamless crosses or reducing elbows. They
are not considered by purchasers to be directly competitive with commodity
carbon steel butt-weld fittings.

U.S. Tariff Treatment

Imports of carbon steel butt-weld pipe fittings with an inside diameter
of less than 360 millimeters are classified in HTS subheading 7307.93.30; no
distinction is made between forged, finished, or unfinished products, as wvas
the case under the TSUSA.'®* The column 1-general rate of duty on butt-weld
fittings (including those from Thailand and China) is 6.2 percent; the column
2 duty rate is 45 percent. Unfinished butt-weld pipe fittings that are not
machined, not tooled, and not otherwise processed after forging are not
included in the scope of these investigations. These products are classified
in HTS subheading 7307.99.

NATURE AND EXTENT OF ALLEGED SALES AT LTFV

In order to obtain estimated dumping margins for carbon steel butt-weld
pipe fittings imported from China and Thailand, the petitioner compared the
United States price (USP) of the fittings to their foreign market value (FMV).
In the case of China, the petitioner based the USF on November 1990 price
quotations for butt-weld fittings produced in China, which were obtained from
a representative of a trading company. The prices petitioner obtained were
quoted CIF West Coast of the United States. Petitioner reduced the USP for
ocean freight, marine insurance, and brokerage. The methodology petitioner

13 Conversation of June 14, 1991, with #%*

Transcript, p. 80.

15 Transcript, p. 86.

For a discussion of classification under the TSUSA system, see Butt-
weld Pipe Fittings from Brazil and Taiwan, USITC investigations Nos. 731-TA-
308 and 310 (Final), USITC Publication 1918, December 1986.
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based FMV on employs the factors of production of one of the petitioning firms
and values of those factors in India, and where surrogate information was not
reasonably available for overhead and packing, those in the United States.
In recent cases India has been found to be more comparable to China than
Thailand. Petitioner alsoc included the statutory minimums of 10 percent for
general expenses and 8 percent for profit. Based on this method, petitioner
alleges dumping margins ranging from 30.8 to 182.9 percent.

In the case of Thailand, petitioner based USP on price quotations
supplied in an affidavit by one of the U.S. producers which states prices at
which a Thai producer sold the subject merchandise for export to the United
States in September, November, and December 1990. These prices are CIF, duty
paid, and include importer’s mark-up. Petitioner reduced USP for ocean
freight, marine insurance, brokerage, and customs duties. FMV was based on
one of the petitioning firm’s costs of manufacture, adjusted to reflect Thai
costs for seamless pipe, electricity, labor, and fringe benefits. Petitioner
valued overhead and packing on actual U.S. costs. Petitioner alsoc included
the statutory minimums of 10 percent for general expenses and 8 percent for
profit. Based on this method, petitioner alleges dumping margins ranging from
zero to 52.6 percent.

U.S. MARKET

Petitioners identify butt-weld fittings as a mature product with a
modestly increasing demand in the U.S. market. The demand for butt-weld
fittings in the U.S. market appears toc be relatively stable throughout the
year with no peak sales during any particular months or quarters. Petitioners
noted a slight slowdown in sales at the end of each year, generally during the
holiday season. An economic downturn in some key U.S. industries such as
construction, petrochemicals, and oil refining would appear to have an adverse
effect on the butt-weld pipe fittings industry. However, in answer to the
effect of the decrease in economic activity in the United States, the
petitioners at the conference indicated that their particular commodity never
really follows the general trend of the economic recessions.!®

U.S. Producers

There are currently seven U.S. producers of fittings.!? All but one of
the U.S. producers responded to the Commission‘’s questionnaire, accounting for
an estimated 95 percent of the U.S. industry. Five of the six reporting U.S.
producers are petitioners. Table 1 presents the names of the producing firms,

17 vor further information on the methodology used by the petitiomer, see
Commerce’s notice in app. A.

18 Transeript, pp. 21-24.

19 geveral U.S. producers involved in the related 1986 and 1987 cases have
since left the U.S. fittings market. ITT Grimnell, L.A. Boiler Works, and
Tube Turns ended production of fittings in 1985, 1988, and 1987, respectively.
Flo-Bend, Inc. now produces only specialty fittings made of alloy steel. 1In
addition, some previously well known producers are no longer manufacturing the
product--Babcock & Wilcox, Standard Fittings, Taylor Forge, and Crane.
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producers are petitioners. Table 1 presents the names of the producing firms,
type of producer, position on the investigations, share of total U.S.
production, and share of total imports from China and Thailand that they
purchased.

Hackney, Inc. (Hackney), a Dallas-based company, is ¥%*, %%  Hackney,
a petitioner, has three fittings production facilities in West Memphis, AR,
Elkhart, IN, and Enid, OK. In the summer-fall of 1990, Hackney moved its
Texas fittings line to Arkansas to reduce costs. Hackney is a combination
producer with a ***, During the period of investigation, Hackney *¥*._
Hackney was %¥%%*, These ##¥%,

Ladish Co., Imc. (Ladish), based in Cudahy, WI, is *%**, [Ladish's
principal products are technically advanced forgings of titanium, high-
temperature alloys, steel, and aluminum for the aerospace industry. Ladish, a
petitioner, has two fittings production facilities located in Cynthiana, KY,
and Russellville, AR. Ladish is an integrated producer and does not purchase
any imported fittings.

Mills Iron Works, Inc. (Mills), in Gardena, CA, is a petitioner and
integrated producer. The only fittings produced by Mills are reducers and
caps. In addition to reducers, Mills manufactures swedge nipples, which are
longer than reducers and threaded rather than beveled, but perform a similar

function. Mills does not purchase any imported fittings. Mills was #*%*,
dekk

Steel Forgings, Inc. (Steel Forgings), in Shreveport, li, is a
petitioner and integrated producer that does not purchase imported fittings.
Steel Forgings makes tees, reducers, and caps, but no elbows.

Tube Forgings of America, Inc. (Tube Forgings), in Portland, OR, is a
petitioner and combination producer. Tube Forgings ¥¥*,

Tube-Line Co. (Tube-Line) is the only U.S. producer that did not respond
to the Commission’s questionnaire. Tube-Line, in Union, NJ, was exclusively a
converter that imported unfinished fittings and finished them #*¥%  %¥*x,
Tube-Line was &%

Weldbend Corp. (Weldbend), located in Argo, IL, is the largest U.S,
producer of butt-weld fittings and is the only reporting U.S. producer to
oppose the petition. During the period of investigation, Weldbend constructed
a new building and purchased new forging equipment in an effort to lower its
cost of production.?®® Prior to this investment, Weldbend was mainly a
converter of fittings; however, it now manufactures an increasing proportion
of its fittings from pipe in an integrated production process. Weldbend
purchases unfinished fittings that are both domestically produced and
imported. Weldbend purchases its domestic unfinished fittings from Mills and
its imported unfinished fittings principally from Bobbyco in Chicago, IL,
Gerber & Co. in New York, NY, and Vallourec USA in Houston, TX.?'! The largest
source of these imports is ¥¥¥,

20 Transcript, pp. 56-60.
2 Transcript, p. 54.



Table 1

Butt-weld pipe fittings: U.S. producers, type of producer, position on
investigations, share of 1990 U.S. production, and share of 1990 imports from
China and Thailand purchased and/or imported

Share of Share of
Type of Share of Chinese Thai

Firm producer Position - production _imports imports
Hackney......... Combination  Supports *kk ke Fkke
Ladish.......... Integrated Supports b Fkk *kk
Mills........... Integrated Supports Kk ke %k
Steel Forgings.. Integrated Supports *kk Fkk *kk
Tube Forgings... Combination  Supports Jodek Fedek skk
Tube-Line....... Integrated m dokk dedek Fekk
Weldbend®....... Combination Opposes Fkk sk *k

Total......oiiniiiiiiiiariisannannan 100 *kk Fkk

! Did not respond to the Commission’s questiommaire.
2 Weldbend’s numbers are estimated.

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

U.S. Importers

The Commission sent importers’ questionnaires to 51 firms and received
36 responses. Of these responses, 24 firms reported imports of fittings and
12 reported no imports. Of the 24 importing firms, 17 imported from China
and/or Thailand. Ten firms imported finished fittings from China, three
imported unfinished fittings from China, six imported finished fittings from
Thailand, and three imported unfinished fittings from Thailand.

Three U.S. producers, ***, import unfinished fittings. During the
period of investigation, #%k, kkk, bk,

Two U.S. importers of unfinished fittings, *%*, reported that their
imports are sold exclusively to Weldbend. *#%%_  #%%% three of the largest
U.S. importers of butt-weld fittings from China and Thailand, did not respond
to the Commission’s questionnaire. For the purposes of this report, data are
presented on imports both as compiled from official statistics of the U.S.
Department of Commerce and as submitted in response to questiomnaires of the
U.S5. International Trade Commission.

Channels of Distribution

Both domestic manufacturers and importers sell virtually all their
finished fittings to distributors, who then resell to end users.?® The

2 Transcript, pp. 40, 89-90. ¥k,
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product is not used as an input to any production process, and is instead used
in initial construction or in the replacement of existing facilities.
Consequently, the market is characterized by end users that purchase small
quantities of fittings for these purposes as they are needed. Distributors
usually maintain inventories of the most frequently used sizes and shapes of
butt-weld fittings, such as 2-inch, 3-inch, 4-inch, and 6-inch elbows, and
order from the importers or manufacturers those sizes and shapes which are
less common. There also exists a specialty product market for butt-weld pipe
fittings, which includes products of a unique size or shape, and/or those made
from special high-alloy metals. These products, however, generally do not
compete with standard-sized carbon steel butt-weld pipe fittings.?

Based on the questionnaire responses, both domestic production and
imports appear to be sold to a national market. The four producers who
identified the geographic make-up of their markets reported the majority of
1990 sales te distributors located more than 500 miles from production
facilities. The market for imported butt-weld pipe fittings is somewhat more
regional.?*

As mentioned in an earlier section, the ability of building contractors
to use Chinese fittings is restricted in the o0il and petrochemical segment of
the U.S. market. Due to quality problems, Chinese fittings have not been
given an approval rating on the vendor lists of these industries. The oil and
petrochemical industries represent a major segment of the U.S. market. There
is no reported restriction on Thai imports.

Apparent U.S. Consumption

Data on apparent U.S5. consumption of fittings were compiled from
information submitted in response to questionnaires sent by the Commission and
official statistics of the U.S. Department of Commerce. These data, presented
in table 2, are comprised of U.S.-produced domestic shipments, and U.S.
imports.

The quantity and value of apparent U.S. consumption of butt-weld
fittings decreased, by 4 percent and 5 percent, respectively, between 1988 and
1990. Quantity and value decreased by 6 percent and 4 percent, respectively,
from January-March 1990 to January-March 1991.

CONSIDERATION OF ALLEGED MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

The information in this section of the report is based on data received
from six of the seven producers of butt-weld fittings, except as noted,
accounting for an estimated 95 percent of total U.S. production.

23 Transcript, pp. 86-7.
24 According to #wk,
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Table 2

Butt-weld pipe fittings: U.S. shipments of domestic product, U.S. imports, and
apparent U.S. consumption, 1988-90, January-March 1990, and January-March 1991

January-March- -
ltem 1988 1989 1990 1990 1991

Quantity (1,000 pounds)
Producers’ U.S. shipments of

finished fittings . . . . . . drkedk *kk Fekek ek Sk
U.S. imports of finished and
unfinished fittings:

China . . . . . . . . . . .. 9,593 24,004 32,730 9,256 3,453
Thailand . . . . . . . . . . _12 842 16,537 12 .352 3,959 2.740
Subtotal . . . . . . . . . 22,435 40,541 45,083 13,215 6,193
Other sources .. . . . . . . . _42 648 25,290 23,853 1.793 3,656
Total . . . . . . . .. . . 65,083 65,831 68,935 21,009 9,849

Producers’ purchases of
unfinished fittings

from- -
China . edesk drkk wekedk *kk *kk
Thailand e e e e e . ek ke *kk Hedek ekk
Subtotal . . . . . . . . . drkde ek *dek *dk ek
Other sources . dedek Yok kdk Fekk ek
Total . e .. dekk kekk *edek sk dededk
Apparent consumptlon .+ .« . . 106,332 96.761 101,796 26,069 24 406

, Value (1,000 dollars)
Producers’ U.S. shipments of

finished fittings . . . . Fkk *hk Sk kk Sk
U.S. imports of flnlshed and
unfinished fittings:

China . . . . . . ., . . . .. 4,730 12,388 18,909 5,289 1,971
Thailand . . . . . . . . . . 8,312 13,158 9,421 3,027 2,082
Subtotal . . . . . . . . . 13,042 25,546 28,330 8,315 4,053
Other sources . . . . . . . . _26.,722 22,043 18.603 6,053 3,393
Total . . . . . . .« . . 39,763 47,589 46,933 14,370 7,445

Producers’ purchases of
unfinished fittings

from--
China . . . . . . . . . . .. sk *kk *dkk dekdk dedek
Thailand . . . . . . . . . . dedek *dk Jokk Yekk kkk
Subtotal . . . . . . . .. *dk ) *kk *dkk *ddk
Other sources . . . . . . . . *hk Fkk Jdk kedek kdk
Total . . . . . e e e e sk Fekk sededke ke *ekk
Apparent consumptlon .. .. . 92,406 93.311 87.842 23,635 22.620

1 In order to avoid double counting, consumption has been reduced by
producers’ purchases of unfinished fittings; therefore, the shares of

consumption accounted for by producers’ shipments and imports, together, exceed
100 percent.

Note.--Because of rounding, imports 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 1.S.
Department of Commerce.
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U.S. Producers’ Capacity, Production,
and Capacity Utilization

Data for production, capacity, and capacity utilization for the firms
producing fittings are summarized in table 3. Capacity to produce fittings
increased by 0.1 percent from 1988 to 1990, which reflects a ***. VWeldbend
reported capacity at *¥x 25 sk, :

U.S. production increased by 15 percent from 1988 to 1990, and decreased
by 3 percent from January-March 1990 to January-March 1991. &%, k%,

Capacity utilization rose from 49.2 percent in 1988 to 56.3 percent in
1990, but decreased from 56.2 percent in Jamuary-March 1990 to 54.4 percent in
January-March 1991. ¥,

U.S. Producers’ Shipments

U.S. producers’ company transfers, domestic shipments, and export
shipments of finished fittings are presented in table 4.

COMPANY TRANSFERS

There were nc reported company transfers of finished fittings during the
period of investigation.

DOMESTIC SHIFMENTS

U.S. producers’ domestic shipments of finished fittings decreased
irregularly by 5 percent from 1988 to 1990, and increased by 18 percent from
January-March 1990 to January-March 1991, Similarly, the value of these
shipments decreased irregularly by 1 percent f£rom 1988 to 1990, and increased
by 10 percent from January-March 1990 to January-March 1991. The unit value
of finished fittings increased irregularly from $0.98 per pound in 1988 to
$1.01 per pound in 1990. *¥**_  Such shipments fell irregularly from *¥¥,

EXPORT SHIPMENTS

*%%, These exports **%  **%  The quantity of #%**  The unit value of
these exports was %&%,

TOTAL SHIPMENTS

Total U.S. producers’ shipments of domestically produced fittings
decreased by 5 percent from 1988 to 1990, and increased by 19 percent from
January-March 1990 to January-March 1991. The value of such shipments

%5 Yeldbend reported that ¥,



Table 3

Finished butt-weld pipe fittings: U.S. capacity, production, and capacity
utilization, 1988-90, January-March 1990, and January-March 1991

January-March- -

Item 1938 1989 1990 1990 1991
End-of-period capacity

(1,000 pounds) . . . . . . . 127,309 127,387 127,379 31,831 31,826
Production (1,000 pounds) . . . 62,652 61,624 71,771 17,891 17,319
Capacity utilization

(percent) . . . . . . . . . . 49.2 48.4 56.3 56.2 54.4

Note.--Capacity utilization is calculated using data of firms providing both
capacity and production information.

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

Table 4

Finished butt-weld pipe fittings: Shipments by U.S. producers, by types,
1988-90, January-March 1990, and January-March 1991

Item 1988 1989 1990 1990 1991

Note.--Unit values are calculated using data of firms supplying both quantity
and value information.

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

simjlarly decreased by 1 percent from 1988 to 1990, and increased by 12
percent from January-March 1990 to January-March 1991.

U.S. Producers’ Purchases

Three U.S. producers of finished fittings import and/or purchase
unfinished imports, or purchase domestically-produced unfinished fittings, to
meet their needs. These U.S. producers %¥*, the amount they purchase and/or
import, and the ratio to their 1990 finished fittings production are presented
in table 5. In 1990, #*%%* for finished fittings production was *¥**, In the
case of ¥k, .
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Table 5
Butt-weld pipe fittings: 7U.S. producers’ purchases and imports, and ratic to
production, by firms, 1990

Iten Fkk *k ek

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

U.S. Producers’ Inventories

End-of-period inventories of finished fittings were reported by five of
the six reporting producers (table &). *¥%* was unable to provide inventory
data for fittings separately from its other products. Inventories increased
by *** percent from 1988 to 1990, and increased by *%* percent from January-
March 1990 to Jamuary-March 1991. #%%_  Yeldbend’s policy is to stock
inventory in large enough quantities so as to enable it to fill customer
orders immediately.®® It generally stocks sufficient inventory to ship
fittings for most of the year. Weldbend’s share of U.S. inventories #¥%,
Inventories as a share of total U.S. shipments *%%,

U.S. Employment, Wages, and Productivity

Data on employment and productivity for the U.S. producers of fittings
are shown in table 7. The number of workers producing fittings fell by 8
percent from 1988 to 1990, and increased by 8 percent from January-March 1990
to January-March 1991, &k,

Hours worked and wages paid increased by 1l percent and 34 percent,
respectively, from 1988 to 1990, and increased by 19 percent and 23 percent,
respectively, during the interim periods. Total compensation and hourly wages
increased by 31 percent and 11 percent, respectively, from 1988 to 1990, and
increased by 21 percent and 6 percent, respectively, during the interim
periods. Hourly total compensation and productivity increased by 8 percent
and 3 percent, respectively, from 1988 to 1990, and increased by 5 percent and
decreased by 19 percent, respectively, during the interim periods. Unit labor
costs were stable from 1988 to 1990. However, during the interim periods,
unit labor costs rose by 20 percent.

% Transcript, p. 91.



Table 6

Finished butt-weld pipe fittings:
1988-90, January-March 1990, and January-March 1991

A-17

End-of-period inventories of U.S. producers,

Item

1988

1989

1990

Januarv-Mareh--

1990

1993

Note.--Ratios are calculated using data ¢f firms supplying both numeratoer and

denominator information.

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

International Trade Commission.

Table 7

Average number of production and related workers producing butt-weld pipe

fittings, hours worked,! wages and total compensation paid to such employees,
and hourly wages, productivity, and unit production costs,? 1988-90,
January-March 1990, and January-March 19913

Item

- January-March--

1988 1989 1990 1990 1991

Production and related

workers (PRWs) 289 294 267 280 303
Hours worked by PRWs

(1,000 hours) . 546 603 607 265 316
Wages paid to PRWs

(1,000 dollars) . 3,359 3,947 4,513 1,031 1,263
Total compensation paid to

PEWs (1,000 dollars) 4,442 5,048 5,834 1,335 1,621
Hourly wages paid to PRWs . $8.70 $9.29 $9.62 $9.29 59,87
Hourly total compensation

paid to PRWs . . . . . . $11.51 $11.88 $12.44 $12.03 $12.66
Productivity (pounds of fin-

ished fittings per hour) 114.7 102.2 118.2 67.5 54.8
Unit labor costs (per pound) $0.10 $0.11 $0.10 $0.10 $0.12

! Includes hours worked plus hours of paid leave time.

2 On the basis of total compensation paid.
3 Firms providing employment data accounted for 95 percent of reported total
U.S. shipments (based on quantity) in 1990.

Note.--Ratios are calculated using data of firms supplying both numerator and

denominator information.

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

Financial information was provided on fittings operations in addition to
overall establishment operations by all six reporting producers. These data,
representing 95 percent of 1990 production of butt-weld pipe fittings, are
presented in this section.

OVERALL ESTABLISHMENT OPERATIONS

Income-and-loss data on the U.S. producers’ overall establishment
operations are presented in table 8. In addition to the product under
investigation, the U.S. producers indicated in their questionnaire responses
that they also produce larger pipe fittings, flanges, and valves. Butt-weld
pipe fitting net sales were 38 percent of overall establishment net sales in
1988, 36 percent in 1989, and 34 percent in 1990.

BUTT-WELD PIPE FITTINGS

Income-and-loss data for the U.S. producers’ butt-weld pipe fitting
operations are presented in table 9. Firms? contacted for apparent financial
inconsistencies all indicated that they had extreme difficulty preparing
financial data specific to butt-weld pipe fittings under 14 inches in inside
diameter because their records did not segregate the data required from that
for other pipe fittings and products produced in the same facilities.
Although estimates were used extensively, the producers believe the data are
within plus-or-minus 10 percent of the actual results. The same
characteristics are probably gemerally applicable to the total reporting
industry.

The U.S. company opposed to the petition, Weldbend, indicated that it
had an excellent year in 1990, the biggest year in almost 40 years.?®
Weldbend’s questionnaire response *%*, 6 %%*,  The industry as a whole reported
increased net sales in 1990 from 1989, although profitability declined. None
of the producers, however, experienced an operating loss during the period of
investigation. Selected financial data for Weldbend and the other U.S.
producers are presented in the tabulation below (in thousands of dollars,
except where noted).

Japuary-Maych- -
Item 1988 1989 1990 1990 1991

27 ***.
28 Transcript, pp. 21-23.
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Income-and-loss experience of U.S. producers! on the overall operations
of their establishments wherein butt-weld pipe fittings are produced,
fiscal years 1988-90, January-March 1990, and January-March 1991

January-March--

Item 1988 1989 1990 1990 1991
Value (1,000 dollars)

Net sales..........cvvvcnnunn 148,927 151,067 174,685 42,058 45,486
Cost of goods sold........... 111,057 110,047 127 911 30,424 33 746
Gross profit................. 37,870 41,020 46,774 11,634 11,740
Selling, general, and

administrative expenses.... _17.428 18,985 21 .246 5.347 5.619
Operating income or (loss)... 20,442 22,035 25,528 6,287 6,121.
Shutdown expenses............ 0 0 0 0 0
Interest expense............. 1,593 2,160 2,060 564 537
Other income or (loss), net.. 2.041 1,531 980 413 104
Net income or (loss) before

income taxes............... 20,890 21,406 24,448 6,136 5,688
Depreciation and amorti-

zation included above...... 4.708 4,786 4,722 1,153 1,075
Cash flow?..........ccovvnnn. 25,598 26,192 29,170 7,289 6,763

Share of net sales (percent)

Cost of goods sold........... 74.6 72.8 73.2 72.3 74.2
Gross profit................. 25.4 27.2 26.8 27 .7 25.8
Selling, general, and

administrative expenses... 11.7 12.6 12.2 12.7 12.4
Operating income or (loss).. 13.7 14.6 14.6 14.9 13.5
Net income or (loss) before

income taxes............... 14.0 14.2 14.0 14.6 12.5

Number of firms reporting

Operating losses............. 0 0 0 0 0
Net 10SS€8.....0uuervcnrnenns 0 0 0 0 0
1.7 o - T 6 6 6 6 6

1 sekek

2 Cash flow is defined as net income or loss plus depreciation and

amortization.

Source: Compiled from data submitted in response to questiommaires of
the U.S. International Trade Commission.
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Table 9

Income-and-loss experience of U.S. producers on their butt-weld pipe
fitting operations, fiscal years 1988-90, January-March 1990, and
January-March 1991

January-March-
Item 1988 1989 1990 1990 1991

Value (1.000 dollars)

Net sales.................... 56,871 54,892 59,751 14,148 16,323
Cost of goods sold........... 41 427 40,487 45,397 10,430 12,349
Gross profit................. 15,444 14,405 14,354 3,718 3,974
Selling, general, and

administrative expenses.... 6,973 8.059 5,148 2,173 2,422
Operating income or (loss)... 8,471 6,346 5,206 1,545 1,552
Shutdown expenses............ 0 : 0 0 0 0
Interest expense............. 746 940 894 210 231
Other income or (loss), net.. 794 529 289 140 4
Net income or (loss) before

income taXes............... 8,519 5,935 4,601 1,475 1,325
Depreciation and amorti-

zation included above...... 1,645 1,605 1, 644 389 333

Cash flow!................... 10,164 7,540 6,245 1,864 1.658

Share of net sales (percent)

Cost of goods sold........... 72.8 73.8 76.0 73.7 75.7
Gross profit................. 27.2 26.2 24.0 26.3 24.3
Selling, general, and

administrative expenses.... 12.3 14.7 15.3 15.4 14.8
Operating income or (loss)... 14.9 11.6 8.7 10.9 9.5
Net income or (loss) before

income taxes............... 15.0 10.8 7.7 10.4 8.1

Rumber of firms reporting

Operating losses............. 0 0 0 0 0
Net losses......ocvevuununnn. 0 0 0 0 0
Data.......cnvovevsnvavsennss 6 6 [ 6 6

! Cash flow is defined as net income or loss plus depreciation and
amortization.

Source: Compiled from data submitted in response to questionnaires of
the U.S., International Trade Commission.
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INVESTMENT IN PRODUCTIVE FACILITIES

The value of property, plant, and equipment and total assets and the
return on total assets for the U.S. producers are presented in table 10.

CAPITAL EXPENDITURES

The capital expenditures reported by the major U.S. producers are
presented in table 11.

BRESEARCH AND DEVELOPMERT EXPENSES

* * * % * * *

CAPITAL AND INVESTMENT

The Commission requested the U.S. producers to describe any actual or
potential negative effects of imports of butt-weld pipe fittings from China or
Thailand on their existing development and production efforts, growth,
investment, and ability to raise capital. Their responses are shown in
appendix D.

CONSIDERATION OF THE QUESTION OF
THREAT OF MATERIAL INJURY

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.S.C. §
1677(7)(F)(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®--

{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),

2% gection 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 and that actual
injury is imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.”
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Table 10

Value of property, plant, and equipment of U.S. producers! of butt-

weld pipe fittings as of the end of fiscal years 1988-90, March 31, 1990,
and March 31, 1991

{(In thousands of dollars, except as noted)
As of the end of

: accounting year-- As of March 31-
Item 1988 1989 1990 1990 1991
All products of establish-
ments:
Fixed assets:
Original cost........... 48,518 52,033 - 55,915 53,028 57,085
Book value.............. 29,500 30,301 29,973 30,598 30,466
Total assets®............. 87,561 91,168 103,047 96,480 106,866
Butt-weld pipe fittings:
Fixed assets:
Original cost........... 13,466 15,284 16,275 14,982 16,437
Book value.............. 6,125 7,170 6,735 7,216 6,998
Total assets’............. 29,342 29 450 37,472 31.856 38.954

Return on total assets (percent)?
All products of establish-

ments:
Operating return®......... 15.3 15.4 16.0 14.4 15.7
Net return®............... 17.4 16.6 16.4 15.6 15.6
Butt-weld pipe fittings:
Operating returm®......... 18.8 11.2 9.0 10.0 10.5
Net return®............... 20.7 11.4 8.5 10.6 9.3
1***. .

? Defined as the book value of fixed assets plus current and noncurrent
assets,

3 Total establishment assets are apportioned, by firm, to butt-weld
pipe fittings on the basis of the ratios of the respective book values of
fixed assets.

* Computed using data from only those firms supplying both asset and
income-and-loss information and, as such, may not be derivable from data
presented. Data for the partial-year periods are calculated using
anmualized income-and-loss information.

* Defined as operating income or (loss) divided by asset value.

® Defined as net income or (loss) divided by asset value.

Source: Compiled from data submitted in response to guestionnaires of
the U.S. International Trade Commission.
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Capital expenditures by U.S, producers® of butt-ﬁeld pipe fittings,
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fiscal years 1988-90, January-March 1990, and January-March 1991

(In_thousands of dollars)

January-March-

Item 1988 1989 1990 1990 1991
All products of establish-
ments:
Land and land improve-
MEeNES., . o vvetanennnnaaanss Fkk Fkk ek dkk ok
Building or leasehold
improvements............. *kk dkk ke dekk ddk
Machinery, equipment,
and fixtures............. *kk Fx% kdkk *¥kk kkk
Total............. ... 2,102 4,938 4,077 902 1,122
Butt-weld pipe fittings:
Land and land improve-
1= 43 =3 *ik dokk Jokk dekok dedek
Building or leasehold
improvements............. *kk *kk *kk kk ke
Machinery, equipment,
and fixtures............. *k% Fokk *k% *kk *kk
Total........oovvvunnun 737 2,538 1,894 577 568
1 ke
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

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

(II1I) any 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
a depressing or suppressing effect on domestic prices
of the merchandise,

(V) any substantial increase in inventories of the
merchandise in the United States,

(V1) the presence of underutilized capacity for
producing the merchandise in the exporting country,
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(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 imported at the time) will be the
cause of actual injury,

(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,

(IX) in any investigation under this title which
involves imports of both a raw agricultural product
(within the meaning of paragraph (4)(E)(iv)) and any
product processed from such raw agricultural product,
the likelihood that there will be increased imports,
by reason of product shifting, if there is an
affirmative determination by the Commission under
section 705(b)(1l) or 735(b)(1l) with respect to either
the raw agricultural product or the processed
agricultural product (but not both), and

(X) the actual and potential negative effects on the
existing development and production efforts of the
domestic industry, including efforts to develop a
derivative or more advanced version of the like
product .3

Items I and IX do not apply to this investigation. Information on the
volume, U.S. market penetration, and pricing of imports of the subject
merchandise {(items (III) and (IV) above) is presented in the section entitled
"Consideration of the causal relationship between imports of the subject
merchandise and the alleged material injury;" and information on the effects
of imports of the subject merchandise on U.S. producers’ existing development
and production efforts (item (X)) is presented in the section entitled
"Consideration of alleged material injury to an industry in the United
States." Available information on U.S. inventories of the subject products
(item (V)); foreign producers’ operations, including the potential for
rproduct-shifting” (items (II), (VI), and (VIII) above); any other threat
indicators, if applicable (item (VII) above); and any dumping in third-country
markets, follows.

3 gection 771(7)(F)(iii) of the act (19 U.S.C. § 1677(7)(F)(iii)) further
provides that, in antidumping investigations, ". . . the Commission shall
consider whether dumping in the markets of foreign countries (as evidenced by
dumping findings or antidumping remedies in other GATT member markets against
the same class or kind of merchandise manufactured or exported by the same
party as under investigation) suggests a threat of material injury to the
domestic industry."
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U.S. Inventories of Fittings from China and Thailand

End-of-period inventories reported by U.S. importers are presented in
table 12. The end-of-period inventories of butt-weld fittings from China, on
the basis of quantity, #¥%* percent from 1938 to 1990, and *** percent from
January-March 1990 to January-March 1991. Inventories of fittings from
Thailand *** percent from 1988 to 1990, and *** percent from January-March
1990 to January-March 1991. The inventories of fittings from China and
Thailand combined decreased by 23 percent from 1988 to 1990, and decreased
further by 65 percent from January-March 1990 to January-March 1991.
Inventories of fittings from all other sources decreased by 38 percent from
1988 to 1990, and decreased further by 45 percent from January-March 1990 to
January-March 1991. :

The ratioc of U.S. importers’ end-of-period inventories to their U.S.
shipments of imports from China *¥* percent in 1988 to *¥** percent in 1990,
and *** percent in January-March 1990 to %#** percent in January-March 1991,
The ratio of U.S. importers’ inventories to their U.S. shipments of imports
from Thailand *** percent in 1988 to *%% percent in 1990, *%* percent in
January-March 1990 to *#** in January-March 1991. The ratio of U.S. importers’
inventories to their U.S. shipments of Chinese and Thai products combined
decreased from 14.8 percent in 1988 to 2.9 percent in 1990, and decreased
further from 2.3 percent in January-March 1990 to 0.8 percent in January-
March 1991,

Ability of Chinese and Thai Producers to Generate Exports and
the Availability of Export Markets Other Than the United States

The Commission requested counsel for the respondents in the subject
investigations, China’s Shen Yan Billiongold Pipe Fittings Co. (Billiongold)
and Thailand’s Thai Benkan Co., Ltd. (Benkan), and Awaji Sangyo Thailand Co.,
Ltd. (Awaji), to provide information on their clients® fittings operations
(tables 13 and 14). Billiongold reported that for the pericd January-May
1991, sales of butt-weld fittings represented *** percent of their total
sales. Billiongold’s capacity *** percent from 1989 to 1990, and is
projected to *¥%* percent from 1990 to 1991. 1Its production ¥*¥** percent from
1989 to 1990, and *** percent from January-March 1990 to January-March 1991.
Capacity utilization #*** percent in 1989 to #*¥%k percent in 1990, ¥*¥* in the
interim periods. End-of-period inventories *#%* percent from 1989 to 1990.
Billiongold exports *** butt-weld fittings, with *** going to the U.S,
market, *%* the interim periods. Exports to the United States ¥*¥ percent
from 1989 to 1990, and *%¥% percent in the interim periods. Exports to the
United States are projected to *** percent from 1990 to 1991. Billiongold’s
U.S. exports represented **% percent of its total shipments in 1989, *%=*
percent in 1990, #%*** percent in January-March 1990, and **%* percent in
January-March 1991.

Awaji reported that in 1990, sales of butt-weld fittings represented *#*x
percent of their total sales, and that this would *#** percent in 1991.
Benkan reported that sales of butt-weld fittings represent *%** percent of its
total sales. Awaji‘s and Benkan’s combined capacity ¥*¥%* percent from 1988 to
1990, and is projected to *** percent from 1990 to 1991. Their production
#*%+ percent from 1988 to 1990, *** percent from January-March 1990 to
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Table 12
Butt-weld pipe fittings: End-of-period inventories of U.S. importers, by
sources, 1988-90, January-March 1990, and January-March 1991

January-March- -

Item 1688 1989 1990 1990 1891
Quanti 000 pounds)

China . . . . . . - . . . . .. dekk Fdkk *kk *kk etk

Thailand . . . . . . . . . . . ek Ltk Fkk ik Fkdk
Subtotal ., . . . . . . .. 892 710 686 525 184

Other sources . . . . . . . . . 1,925 2.252 1,197 1.648 909
Total . . . . . . . . . .. 2,817 _2.962 1,883 2,173 1,093

Ratio to total shipments of imports
(percent)

China . Fekede *kk ook *kk *kk

Thailand e e e e e e e ok k% *kk k% *k%k
Subtotal . . . . . . . . . 14.8 3.6 2.9 2.3 .8

Other sources . . . . . . . . . 9.8 15.1 7.3 7.2 16.3
Total . . . . . . . . . .. 10.8 B.6 4.7 4.8 6.5

Note.--Ratios are calculated using data of firms supplying both numerator and
denominator informatiom.

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

Table 13

Butt-weld pipe fittings: Billiongold‘’s Chinese capacity, production, capacity
utilization, end-of-period inventories, shipments, and exports, 1988-90,
January-March 1990, January-March 1991, and projected 1991

(In thougands of pounds)

Japuary-March Projected
Item 1988 1989 1990 1990 1991 1991

Source: Data submitted by counsel for Billiongold in response to a request
for information by the Commission.
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Table 14

Butt-weld pipe fittings: Awaji’s and Benkan’s Thai capacity, production,
capacity utilization, end-of-period inventories, shipments, and exports, 1988-
90, January-March 1990, January-March 1991, and projected 1991

{In thousands of pounds)

January-Mare Projected
Item _ 1988 1989 1990 1990 1991 19931
* * * * * * *

Source: Data submitted by counsel for Awaji and Benmkan in response to a
request for information by the Commission.

January-March 1991, Capacity utilization for both companies *%* percent in
1988 to *¥% percent in 1990, but is projected to *¥%* percent in 1991. End-
of-period inventories *** percent from 1988 to 1990, and *** percent during
the interim periods. Both companies exported *%% their butt-weld fittings to
the U.S. market in 1988.and 1989, but in 1990 this ***, Their combined
exports to the United States *** percent from 1988 to 1990, but *** percent in
the interim periods. For the full year, however, exports to the United States
are projected to *%* percent from 1990 to 1991. Conversely, their exports to
other markets and their home shipments #*%* percent and *¥%* percent,
respectively, from 1988 to 1990. Awaji's and Benkan’s combined U.S. exports
represented *** percent of their total shipments in 1988, *%% percent in 1989,
*%* percent in 1990, *** percent in January-March 1990, and *** percent in
January-March 1991,

CONSIDERATION OF THE CAUSAL RELATIONSHIP BETWEEN IMPORTS
OF THE SUBJECT MERCHANDISE AND THE ALLEGED MATERIAL INJURY

U.S. Imports

U.S. imports of fittings from China, Thailand, and the rest of the world
are presented in table 15. TImports from China increased by 241 percent from
1988 to 1990, but decreased by 63 percent in the interim periods. The value
of these imports increased by 300 percent from 1988 to 1990 and decreased by
63 percent during the interim periods. Imports from Thailand decreased by 4
percent from 1988 to 1990, and decreased further by 31 percent during the
interim periods. The value of these imports increased by 13 percent from 1988
to 1990, and decreased by 31 percent during the interim periods. Combined,
the quantity and value of imports from China and Thailand increased by 101
percent and 117 percent, respectively, from 1988 to 1990, and decreased by 53
percent and 51 percent, respectively, during the interim periods. Total U.S.
imports of butt-weld pipe fittings increased by 6 percent from 1988 to 1990,
and decreased by 53 percent during the interim periods.



Table 15

Butt-weld pipe fittings:
1990, and January-March 1991
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U.S. imports, by sources, 1988-90, January-March

January-March- -

Source 1988 1989 1990 1990 1951
Quantit 000 pounds)
China . 9,593 24,004 32,730 9,256 3,453
Thailand 12 842 16.537 12,352 3,959 2.740
Subtotal 22,435 40,541 45,083 13,215 6,193
Venezuela . . 8,616 4,177 7,238 1,551 850
United Kingdom 4,093 3,323 2,902 1,171 515
Taiwan . 8,942 5,262 2,850 1,363 232
France 3,166 1,541 2,830 1,635 144
Italy . . 5,659 1,838 2,334 537 178
Other sources . 12.172 9,148 5,699 1,536 1,737
Total . 65,083 65,831 68.935 21,009 9,849
Value (1,000 dollars)
China . 4,730 12,388 18,909 5,289 1,971
Thailand 8,312 13,158 9,421 2,027 2,082
Subtotal 13,042 25,546 28,330 2,316 4,053
Venezuela . 2,653 1,693 2,661 609 396
United Kingdom 3,458 2,795 3,190 1,210 552
Taiwan 6,791 5,484 3,191 1,380 253
France 1,781 1,173 1,753 889 106
Italy . 3,277 2,044 2,210 568 277
Other sources . 8.761 8,855 5,598 1,398 1.809
Total . 39.763 47,589 46,933 14,370 7.445
Unit value (per pound)
China . $0.49 $0.52 $0.58 $0.57 $0.57
Thailand .65 .80 .76 .16 .76
Average . .58 .63 .63 .63 .65
Venezuela . . .31 .41 .37 .39 47
United Kingdom .84 .84 1.10 1.03 1.07
Taiwan . .76 1.04 1.12 1.01 1.09
France .56 .76 .62 .54 74
Italy . .. .58 1.11 .95 1.06 1.55
Other sources . 72 .97 .98 91 1.04
Average . .61 .72 .68 .68 .76

Source: Compiled from official statistics of the U.S. Department of Commerce,
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U.S. Market Penetration by Imports

Data on penetration of imports of fittings from China and Thailand into
the U.S. market are presented in table 16. Based on quantity, market
penetration of imports from China increased from 9.0 percent in 1988 to 32.2
percent in 1990, and decreased from 35.5 percent in January-March 1990 to 14.1
percent in January-March 1991, Based on value, market penetration of imports
from China increased from 5.1 percent in 1988 to 21.5 percent in 1990, and

decreased from 22.4 percent in January-March 1990 to 8.7 percent in January-
March 1991.

Based on quantity, market penetration of imports from Thailand was 12.1
percent in 1988 and 1990, and decreased from 15.2 percent in January-March
1990 to 11.2 percent in January-March 1991. Based on value, market
penetration of imports from Thailand increased from 9.0 percent in 1988 to
10.7 percent in 1990, and decreased from 12.8 percent in January-March 1990 to
9.2 percent in Janumary-March 1991.

Combined imports from China and Thailand accounted for 21.1 percent of
U.S. consumption in 1988 and rose to 44.3 percent in 1990. During the interim
periods combined imports fell from 50.7 percent in January-March 1990 to 25.4
percent in January-March 1991. Similarly, the value of these imports rose
from 14.1 percent of U.S. consumption in 1988 to 32.3 percent in 1990, and
fell from 35.2 percent in interim 1990 to 17.9 percent in interim 1991,

Prices

MARKET CHARACTERISTICS

Five domestic producers® and eleven importers provided information
relevant to their selling practices for finished butt-weld pipe fittings in
the U.S. market. Domestic manufacturers primarily quote prices on an f.o.b.
factory or f.o.b. warehouse basis for their butt-weld fittings. However, most
pay shipping charges within the continental United States on orders exceeding
a specified value, usually list values of $30,000-$50,000. Eleven of twelve
importers reported quoting f.o.b. port of entry or f.o.b. warehouse prices to
their customers, while one reported selling on a delivered basis. That firm
reported paying freight charges for orders greater than *** after discounts.®

Five domestic producers returning Commission questionnaires reported
that price lists are distributed to their customers. These price lists are
reportedly used by the purchasers to place orders, to compare prices among
competing domestic and foreign products, and for end users to get a general
estimate of the total cost of a particular project. However, discounts to
distributors are almost always made from list price. The discount is based on
the total quantity or total value purchased, and discount schedules are

1 One domestic producer, Weldbend, is in opposition to the petition.

2 another respondent, Mark Beach, Vice President, I.S., Inc., stated that
his company may help a purchaser find shipping, but the charges are pald by
the purchaser. Transcript, p. 90.



Table 16
Butt-weld pipe fittings:

January-March 1991
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Share of apparent U.S. consumption supplied by China,
Thailand, and all other countries,

1988-90, January-March 199Q, and

(In percent)

Ja -March--
Ltem 1988 1989 1990 1990 1991
Share! of the guantity of U.S. consumption
Apparent consumption®
(1,000 pounds) . . . 106,332 96,761 101,796 26,069 24,406
Producers’ U.S. shipments of
finished fittings . . . . dekk Fdek FkE Fokk ik
U.S. imports of finished and
unfinished fittings:
China . e e e e 9.0 24.8 32.2 35.5 14.1
Thailand 12.1 17.1 12.1 15.2 11.2
Subtotal 21.1 41.9 44.3 50.7 25.4
Other sources . 40.1 26.1 23 .4 29.9 15.0
Total . 61.2 68.0 67.7 80.6 40.4

Apparent consumption!
{1,00C pounds)

Producers’ U.S. shipments of

finished fittings .

U.S. imports of finished and

unfinished fittings:
China . e e ..
Thailand

Subtotal
Other sources .

Total .

Share! of the value of U.§. consumption

92,406 93,311 87,842 23,635 22,620
*kk *hK HHk kR *dk
5.1 13.3 21.5 22.4 8.7
8.0 14.1 10,7 12.8 9.2

14.1 27.4 32.3 35.2 17.9
28.9 23.6 21.2 25.6 15.0
43.9 51.0 53.4 60.8 32.9

1 In order to avoid double counting, consumption has been reduced by

producers’ purchases of unfinished fittings;

therefore, the shares of

consumption accounted for by producers’ shipments and imports, together, exceed

100 percent.

Note.--Because of rounding, shares 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 statisties of the U.S.

Department of Commerce.
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usually distributed with the price list.*® Eleven of twelve importers
reported not using price lists. They base prices on their costs and the
volume of their business, or negotiate prices directly with the purchaser.¥
The one importer that reported using a price list for sales to its customers
uses it as a point of reference to compare prices with the competition. This
importer reported slightly larger discounts to stocking distributors that
carry inventories of butt-weld pipe fittings.

PRICE TRENDS AND PRICE COMPARISONS

The Commission requested 10 U.S. producers and 50 importers to provide
quarterly pricing data for spot sales of the following three types of carbon

steel butt-weld pipe fittings to distributors during the period January 1988-
March 1991:

Product 1: Elbows: Carbon steel butt-weld, 4-inch nominal, 90°, long
radius, standard-weight fittings.

Product 2; FElbows: Carbon steel butt-weld, 6-inch nominal, 90°, long
radius, standard-weight fittings.

Product 3: Tees: Carbon steel butt-weld, 4-inch nominal, standard-
weight fittings,

Specific pricing data requested for each product include the quantity and net
f.o.b. price for each firm's largest single sale in each quarter to an
unrelated U.S. distributor, as well as the total quantity shipped and the
total net f.e¢.b. value shipped in each quarter to all unrelated U.S.
distributors. Importers were also requested to report separately for each of
these products imported from China and from Thailand. Three domestic
producers and seven importers provided pricing data for sales of these three
products in the U.S. market, although not necessarily for all three products
or all quarters over the investigation period (tables 17-19).

Weighted-average prices for U.S.-produced 4-inch and 6-inch elbows sold
to distributors **%* 6 over the inveStigation period. Prices for 4-inch elbows
*** percent from *** per piece, while prices for 6-inch elbows *** percent
from *** per piece. Weighted-average prices for U.S.-produced 4-inch tees ¥¥¥
over the investigation period, *¥%* percemt overall from **% to *%% Prices
*%% per piece with *** sales volumes in the second quarter of 1989 and #¥*,

33 Most discounts in the industry are made using multiplier factors ranging
from 0.900 to 0.155, depending on the producer and the size or value of the
order. The total list price value of any purchase is multiplied by the
appropriate factor in order to arrive at an actual purchase price. The result
of this policy is discounts from list price ranging from 10 to nearly 85
percent. *%* this discounting policy was established in the industry a number
of years ago and most manufacturers are reluctant to switch to price lists
with lower prices and smaller discounts because they do not want to confuse
their customers and cause them to switch to another supplier. wkx,

3% This was also noted by a respondent at the conference. Tranmscript, p.
89.



Table 17 '
Weighted-average net f.o.b. prices for sales to distributors of product 1 (4-inch elbows) reported by U.S.
producers and importers and margins of underselling (overselling), by quarters, January 1988-March 1991

United States China Thailand
Period Price Quantity  Price  Quantity Margin Price  Quantity Margin
1088 $/piece Pieces $/piece Pleces Percent $/pilece Pieces Percent
988:
January-March,.... kkk *kk Fkk *kk 35.8 *kk *k%k *dk
April-June........ deokk ek *kdk *kk a5.5 kekk kK *kk
July-September. ... kK *kk Fkk kK 33.9 *kk Fkk ok
October-December. . *iek *kk *hk ko 32.1 *kk *kk *kk
1989;
January-March..... *kk *kk dokk Fkk 31.2 kdrk dededke *okk
April-June........ *kk *kk *kk *hek 29.9 *kk *kk *dkk
July-September.... Jokk ko *kk %k 33.8 *kk *kk *kk
October-December. . *hk kK *kk *kk 32.9 hkk *kk *kk
1990:
J anuary- March..... *kk *kk *kk k% 28.9 *kk kkk k%
April-June........ ik Jedede *kk *kek ‘ 33.2 *kk *kk *kk
July- September e *kk *kk *kk *kk 313.7 *kk *kk %k
October-December. . *kk *kk *kx *kk 43.8 *kk Jkk *xk
1991;
January-March. .... *kk *kk *k%k *kk 43.1 *kk d*kk k%

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

¢tV



Table 18

Weighted-average net f.o0.b. prices for sales tb distributors of product 2 (6-inch elbows) reported by U.S.
producers and importers and margins of underselling (overselling), by quarters, January 1988-March 1991

Unjited Stateg

Perjod Price
$/piece Pieces
1988:
January-March, ..., dekek Fokk
April-June........ %k dekek
July-September. ... *hk ekk
October-December. . ik ke
1989:
January-March..... *kk ke
April-June........ *kk ke
July-September.... *kk Fkk
October-December, , ek kK
1990
January-March..... *kk dhkek
April-June........ *kk Sookk
July-September. .. ko Fokek
October-December, . Fedede ek
1991:
January-March..... kK *kk

ice
S$/plece
*kk
*kk

*%kk
*kk

dokk
*kk
dkk
*hk

*kk
*dk
kX
*kk

kkk

uantit
ece

dekk
*%k*k
k¥
Kk

*kk
*kk
Kk
*kk

tkk
*kk
Fdek
*kk

*kk

argin

Percent

34,
31.
25.
25.

28,
27.
27.
26,

21.
27.
30.
25.

36.

~ =D N

-~ O W LN

Ihailapd

Price  Quantity Margin
S/piece Pieces Percent
*hk *kk *kk
*kk *kk *kk
*%ek sk *kk
sk *kk dkk
kkk dekk dedek
*k% *kk *k%
*kk *kk *k%k
*kk k&% dkk
xkk *hk *kk
*kk *%k *kk
Jedkek Jk® sk
*kk *hk k%
*kk *k¥ dkk

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

Commission,

€E-v
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Table 19

Weighted-average net f.o.b. prices for sales to distributors of product 3 (4-
inch tees) reported by U.S., producers and importers and margins of under-
selling (overselling), by quarters, January 1988-March 1991

United States Thailand
Period Price nti Price antit Marpgin
* * * * * * *

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

Weighted-average prices for 4-inch and 6-inch butt-weld elbow fittings
imported from China *%* the investigation period. Prices #%¥%* 6 when **% in
price occurred., Prices for 4-inch elbows *%* percent from *%* per piece in
the third quarter of 1990 to *** per piece in the first quarter of 1991, while
prices for 6-inch elbows *** percent from *** per piece in the fourth quarter
of 1990 to *¥** per piece in the first quarter of 1991. Prices for sales of 4-
inch tees from China were reported by only one importer for one quarter during
the investigation period. In the first quarter of 1991, the reported selling
Price was *** per piece with a volume of **¥* pieces.

One importer reported usable prices for sales of butt-weld pipe fittings
from Thailand over the period of investigation.?®® Prices for 4-inch elbows
were %% between the second quarter of 1988 and the second quarter of 1990,
and then *** percent in the first quarter of 1991, the next quarter for which
pricing was reported. Prices for 6-inch elbows *#%¥, *%% between the second
quarter of 1988 and the first quarter of 1990, Prices *¥%¥ percent in the
first quarter of 1991, the next quarter for which pricing was reported.

Prices for 4-inch tees from Thailand showed **¥%, between the second quarter of
1988 and the first quarter of 1991.

Price comparisons were possible between domestic and Chinese 4-inch
elbows sold to distributors in each of the 13 quarters of the investigation
period. In all 13 instances, the Chinese product was priced below the
domestic product, by margins ranging from 28.9 percent in the first quarter of
1990 to 43.8 percent in the fourth quarter of 1990. Similarly, 13 quarterly
price comparisons were possible between domestic and Chinese 6-inch elbows.

In all 13 quarters, Chinese butt-weld fittings were priced below the domestic

¥ One other importer also reported sales of Thai butt-weld pipe fittings
during the investigation period, but the data for these sales were not usable
because the importer was only able to report totals for the year 1990 and was
not able to identify the actual quarters in which the sales occurred. The
average prices reported by this importer for sales in 1990 were *** for 4-
inch elbows, *** for 6-inch elbows, and **% for 4-inch tees.



A-35

product, by margins ranging from 21.5 percent in the first quarter of 1990 to
36.7 percent in the first quarter of 1991. 1In the first quarter of 1991, the
only quarter for which pricing for Chinese 4-inch tees was reported, the
Chinese product was priced 16.7 percent below the domestic product.

Price comparisons between domestic and Thai 4-inch butt-weld elbow
fittings were possible in nine quarters during the investigation period. 1In
each of these nine quarters, the Thai product was priced below the domestic
product, with margins ranging from *%* percent in the first and second
quarters of 1990 to #** percent in the first quarter of 1989. Nine quarterly
price comparisons were also possible between domestic and Thai 6-inch elbows.
In all nine quarters the Thai product was priced below the domestic product,
with margins ranging from *** percent in the first quarter of 1990 to ***
percent in the first quarter of 1989. Thai 4-inch tees were also priced below
the domestic product in all nine quarters for which price comparisons were
possible. Margins of underselling were somewhat more variable than for the
other two products, ranging from *** percent in the first quarter of 1990 to
*%* percent in the second quarter of 1989.

Exchange Rates¥

Quarterly data reported by the International Monetary Fund indicate that
during January 1988-March 1991 the nominal value of the Thai baht fluctuated
by a maximum of 2.5 percent, ending the period at its initial January-March
1988 value (table 20).% Adjusted for movements in producer price indexes in
the United States and Thailand, the real value of the Thai currency showed an
overall appreciation of 1.4 percent for the period January 1988 through the
fourth quarter of 1990, the most recent period for which official price data
are available.

Lost Sales and Lost Revenues

Among the six domestic producers responding to the Commission‘s
questionnaires, *** reported that it has not lost sales or revenues on sales
of butt-weld pipe fittings due to competition from imports from China or
Thailand over the period of investigation. Three other producers alleged the
loss of sales and/or revenues over the investigation period but could not
provide documentation for these allegations such as the accepted and rejected
price quotes, or the dates and quantities involved in each transaction.®

% The value of the currency of China is determined by the Government of
China rather than the free market. Therefore, an accurate description of
movements in the Chinese exchange rate cannot be presented.

3 International Financial Statistics, June 1991.

3 Among this group, *** commented that it has lost market share on the
East Coast and in the Midwest due to butt-weld pipe fittings imported from
China and Thailand, and that plumbing and industrial suppliers are now
purchasing the cheapest material available in the market, which usually comes
from one of the two subject countries.
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Table 20

Exchange rates:® Indexes of nominal and real exchange rates of the Thai baht,
and indexes of producer prices in the United States and Thailand,? by
quarters, January 1988-March 1991

U.S. Thai Nominal Real
producer producer exchange exchange
Period price index price index rate index rate index’®
1988: ,
January-March....... 100.0 100.0 106.0 100.0
April-June.......... 101.6 101.4 100.3 100.1
July-September. ..... 103.1 102.8 98.9 98.7
October-December.... 103.5 103.5 100.2 100.1
1989:
January-March....... 105.8 103.8 99.5 97.6
April-June.......... 107.7 106.5 98.1 97.1
July-September...... 107.3 109.0 97.6 99.2
October-December.... 107.7 107.1 97.8 97.3
1990:
January-March....... 109.3 107.6 97.9 96.5
April-June.......... 109.1 108.6 97.5 97.0
July-September...... 111.0 109.6 98.9 97.7
October-December.... 1l4.4 115.4 100.6 101 .4
1991:
January-March....... 112.74 ) 100.0 (&)

! Exchange rates expressed in U.S. dollars per Thai baht.

2 Producer price indexes--intended to measure final product prices--are
based on period-average quarterly indexes presented in line 63 of the
International Financial Statistics. '

3 The real exchange rate is derived from the nominal rate adjusted for
relative movements in producer prices in the United States and Thailand.

* Derived from U.S. price data reported for January-February only.

5 Not available.

Note, - -January-March 1988 = 100.

Source: International Monetary Fund, Intermational Financial Statistics,
June 1991.

#*% the only U.S. producer with specific information pertaining to its
alleged lost sales, provided four separate invoices from the first four months
of 1991 for sales of a variety of sizes of butt-weld pipe fittings to one
distributor, ¥%%*  *k* alleged that due to competition primarily from
Thailand, it lost revenues on these sales when it was forced to lower prices
by more than #¥* percent below the prices which had already been discounted
from list price. Although *** did not provide documentation of original price
quotes, the invoices included were for sales totalling %¥¥; ¥k on *¥*; **% on
*k¥k: gnd dkk on bk,  wak
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INTERNATIONAL TRADE

[investigations Nos. 731-TA-520 and 521
{Preliminary)]

Certain Carbon Steel Butt-Weid Pipe
Fitiings from the Peopie's Republic of
Chins and Thalland

AGENCY; United States lnternatmnnl
Trade Commission.

acton: Institution and scheduling of
preliminary antidumping investigations.

SUMMARY: The Commission hereby gives
notice of t.he institution and
antidumping investigations Nos. 731~
'rA-szo and 521 (Preliminary) under
section 733(a) of the Tariff Act of 1930
{19 U.S.C. 1873b(2}} to determine
whether there is 8 indication
that an industry in the United States is
materially injured, or is threatened with
material injury, ot the establishment of
&n industty in the United States is
materially retarded, by reasonef -
imports from the People’s Republic of
China and Thailand of carbon steel butt-
weld pipe fittings, under 360 millimeters
(34 inches) in inside diameter,? provided
for in subheading 7307.93.30 of the
Harmonized Tariff Schedule of the
United States, that are alleged to be sold
in the United States at less than fair
value. The Commission must complete
preliminary antidumping investigations
in 45 days, or in this meby]ulyﬁ.m
For further information concerning the
conduct of these investigations and rules
of gereral application, consult the
Commission's Rules of Practice and
Procedure, paxt 201, subparts A through
E (19 CFR part 201, as amended by 56 FR
11916, Mar. 21, 1891), and part 207, )
subparts A and B {18 CFR part 207, as -
amended by 56 FR 11918, Mar. 21, 1891).
EFFECTIVE DATE: May 22, 1991,
FOR FURTHER INFORMATION CONTACT: .
Elizabeth Haines (202-252~-1200), Office
of Investigations, 11.S. International -
‘Trade Commission, 500 E Steet SW.,
Washington, DC 20436. Hearing- -
{mpaired persons can obtain information
on this matier by contacting the
Commission’s TDD terminai on 202-252-
1810. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Qffice of the
Secretary at 202-252-1600.
SUPPLEMENTARY INFORMATION:
Background.—These investigations
are being instituted in responsetoa
petition filed on May 22. 1991, by the
US.Fi !-"mngs Group, Washington, DC.

! For purposes of these investigations. suth
fittings may be fnisked or unfiniabed.

Participation in the investigntions cpd
public service tist-—~Persans |other than
petitioners) wishing to participate in
these investigations as parties must fle
an entry of appearance with the
Secretary to the Commission, as
vrovided in §§ 200171 and 207.10 of the
Commission's rules, not later than geven
{7) days after publication of this notice

the Federal Register. The Secretary
wﬂl prepare & public service list
tontaining the names and addresses of
all persons, or their representatives,
who are parties to these investigations
upon the expiration of the period for
filing entries of appearance.

Limited disclosure of business
proprietary information {BPI} under an
administrative protective order {APQO)
and BPI service list—Pursuant o
§ 207.7(a) of the Commission's rules, the
Secretary will make BPI gathered in
these preliminary investigations
available to authorized applicanats ander
the APO issued in these investigations,
provided that the application is made
not later than seven [7) days after the
publication of this notice in the Federal
Register. A separate service list will be
maintained by the Secretary for those
parties autkorized to receive BPI under
the APO.,

Conference.—The Commission’s -
Director of Operations has scheduled a
conference in connection with these
investigations for 830 a.m. on June 12,
1991, at the U.S. International Trade

Washington, DC. Parties wighing to .
participate in the conference should
contact Elizabeth Haines {202-252-1200)
not later than june 10, 1991, to arrange
for their appearance. Parties in support
of the imposition of antidumping duties
in these investigations and parties in
opposition to the imposition of such
duties will each be eollectively allocated
one hour within which to make an oral
presentation at the conferepce. A
nenparty who bas testimony that may
aid the Commission’s deliberations may
request permission to present a shert
statement at the conference,

Written submissions.—As provided in
§% 201.8 and 207.15 of the Commissior's
ruales, any person may submit to the
Coramission on or before June 17, 1981, a
written brief containing information and
arguments pertinent to the subject
matter of these investigations. Parties
mey file written testimony In connection
with their presentation at the conference
no later than three {3) deys before the
conference. If briefs or written
testimony contain EPL, they must

B 11 ma.:m.a.anazw:ufme

Commission's rules,
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In accordance with §3 m.m(c] and -
207.3 of the rules, each docement filed
by a party to these investigations must
be served on all other parties to theae
investigations (as identified by either
the public or BPI service list). and a
cettificate of service must be timely
filed. The Secretary will not accepta
documuntforﬁhnguﬂthomaeemﬁmte
of service.

Authority: These investigations are being
conducted under authority of the Tariff Act of
1930, titte VIL This notice is published
wmgm.:zofmmm

lssved: May 24, 1991,

By order of the Comprission®™
Kenneth R. Mason,
Secretory.
{FR Doc. 5112898 Filed 5-28-91; 8:45 am]
BILING CODE 7820-03-M
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international Trade Administration. as reported in the Department’s DM-145
statistics for 18990. . ‘
o ot At Do acoaitioner sleging St e FRC e
. economy country
Ivostigation: Certain Carbon Steel Witk the mesning of section 773(c] of
Butt-Weld Pipe Fittings From the e e T atouhod
s of {1) bases FMV on the factors of
AGENCY: Import Administration, . production of one of the petitioning
Internationa! Trade Administration, firms and values those factors in
Commerce. . Thailand and, where surrogate
EFFECTIVE DATE: June 17,1991, . information was not

FOR FURTHER INFORMATION CONTACT: .
David C. Smith, Office of Antidumping
Investigations, Import Administration,
U.S. Department of Commerce, room
B099, 14th Street and Constitution -
Avenue, NW., Washington, DC 20230;
telephone (202) 377-3708. :
Initiation ‘

The Petition .

On May 22, 1991, U.S. Fittings Group,
an ad hoc trade association, filed with
the Department of Cg:::m t{th!.!
Department) an gntidumping duty
petition on behalf of the United States
industry producing certain carbon steel
butt-weld pipe fittings {(butt-weld pipe
fittings). In accordance with 19 CFR

353.12, the petitioner alleges that imports.
fittings from the

of butt-weld pipe

People's Republic of China (PRC) are -
being, or are likely to be, sold in the
United States as less than fair value -
within the meaning of section 731 of the
Tarlif Act of 1930, as amended (the Act),
and that these imports are materially
injuring, or threaien material injury to, a
US. industry. U.S, Fittings Group
lglplementedmpeﬁﬁononlm n

1 . .

The petitioner has stated that it has
standing to file the petition because it is
an interested party, as defined in 19 CFR
353.2(k}, and because it has filed the
petition on hehalf of the U.S, industry
. producing butt-weld pipe fittings. If any
interested party, as described in 19 CFR
353.2(K) (3), {4), (5). or (8), wishes to :

register support for, or opposition to; this
.+ - determine whether imports of butt-weld

investigation. please file written
notification with the Assistant Secretary
for Import Administration. :
United States Price and Foreign Market
“Value : ’
Petitioner based United States price
{USP) on November 1080 price )
quotations for butt-weld pipe fittings.
praduced in the PRC, which were
obtained from a representative of a
trading company. The prices petitioner
obtained were quoted CIF West Coast
of the United States. Petitioner reduced
USP for ocean jreight, marine insurance,
and brokerage based on the difference
between customs value and CIF value,

available for overhead and packing, in
the United States. Method {2} employs
the factors of production of one of the
petitioning firms and values those
factors in India and. where surrogate
information was not reasonably
available for overhead and packing, in
the United States. Petitioner aiso
included the statutory minimums of ten
percent for general expenses and eight
percent for profit in methods {1) and (2).
Method (3) bases FMV on Thai export.
prices to the United States. :
‘The Department has not accepted
methods (1) and (3} contained in the
petition as the basis for FMV because in
recent cases India has been found to be
more comparable to the PRC than
Thailand, pursuant to section
773(c){1)(B). We have accepted methods

{2) for purposes of this initiation. Based

on this method, petitioner alleges - -
dumping margins ranging from 30.8 10
182.9 percent. . ]
Initiation of Investigation
Under 19 CFR 353.13(a), the
Department must determine, within 20
days after a petition is filed. whether the
petition properly alleges the basis on
which an antidumping duty may be .
imposed under section 731 of the Act,
and whether the petition contains
;:nei;maﬁun msmbgen:naﬂabie to t%va
tioner supporting egations. We
have examined the petition on butt-weld
pipe fittings from the PRC and find that .
it meets the i of18 CFR
353.13(s). Therefore, we are initiating an
antidumping duty investigation to

pipe fittings from the PRC are being, or.
are likely to be, s0ld in the United States
at less than fair vaiue.

In accordance with 19 CFR 353.13(b)
we are notifying the International Trade
Commission (ITC} of this action.

Any producer or reseller seeking
exclusion from a potential antidamping
duty order must submit its request for
exclusion within 30 days of the date of
the pu:lieaﬁox:l of this notice. The
procedures and requirements regarding
the filing of such requests are contained
in 19 CFR 353.14,

Pursuant to section 771(18) of the Act
and based on prior investigations, the

_ Federal Register / Vol. 56, No. 118 / Monday, Jue 17, 1991 / Notices

PRC is an NME. Parties will have the .
opportunity to comment on this issue
and whether foreign market value

- should be based on prices or costs in the

.lg\minthe course of this investigation.

e Department further presumes,

based on the extent of central control in -
an NME, that a single antidumping duty
margin is appropriate for all exporters.
Only if NME exporters can demonstrate
an absence of central government '

_ control with regpect to the pricing of

ms. botﬁ:anhw and in fact, will
entitled.to separate, company-
specific margins. (See, Final )
Determination of Sales at Less Than |
Fair Value: Sparklers from the People’s
Republic of China (56 FR 20568, May 6,
1981) for a discussion of the information
the Department considers in this
regard). '

In accordance with section 773(c),
FMV in NME cases is based on NME .
producers’ factors of production (valued.
in a market economy country). Absent
evidence that the PRC government has
selected which factories produce for the
United States, for purposes of the
investigation we intend to base FMV
only on those factories in the PRC which
produce butt-weld pipe fittings for
export to the United States.

Scope of Investigotion

The preducts covered by this
investigation are carben steel butt-weld
pipe fittings, having an inside diameter
of less than 360 millimeters (14 inches),
imported in either finished or unfinished
form. Unfinished butt-weld pipe fittings
that are not machined, notd::roledand
not otherwise processed forging
are not inlcuded in the scope of this
investigation. These formed or forged
pipe fittings are used to join sections in
piping systems where conditions require
permanent, welded connections. as

isti from fittings based on
other fastening methods {e.g., threaded,
grooved, or bolted fittings}. Carbon steel
butt-weld pipe fittings are currently .
classified under subheading 7307.83.30
of the Harmonized Tariff Schedule
{HTS). Although the HTS subheadings
are pravided for convenience and
customs purposes, our written . .
description of the scope of this
proceeding is dispositive.
Preliminery Determination by ITC

The ITC will determine by july 8, 1991,
whether there is a reasonable indication
that imports of butt-weld pipe fittings
from the PRC are materially injuring, or
threaten material injury to, s U.S.
industry. If its determination is negative,
the investigation will be terminated. If
affirmative, the Department will make
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its preliminary determination on or
before October 29, 1991, unless the
investigation is terminated pursuant to
19 CFR 353.17 or the preliminary
determination is extended pursuant to
19 CFR 353.15.

This notice is published pursuant to
mmmcnz)of&em-ndum

[FR Doc. 91-34358 Filed 6-14-01; 8:45 am}
BALING CODE 3510-Di-M
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S N -
) Initiation benefits. Peﬂmeruvalued overhendm and
. packing on a LS. costs, as e
The Petition ~ . were the only costs reasonably
On May 22, 1961, US. Fittings Group., available to it. Fusthermore, petitioner
an ad hoc trade associstion filed with added the statutory minimums of ten
mn"“”g‘:tn:imé“% percent for general expenses.and eight
petition on behalf of the United States "‘;‘;‘;‘;";":ﬁiﬂ
industry producing certain carbon steel mwmdm’mmmm
butt-weld pipe fittings (butt-weld pipe m percent.
353.12, the petitioner alleges that imports Under
of butt-weld pipe fittings from Thailand 19 CFR 353.13(a). the =~
are being, or are likely to be, sold in the Depamnentmmt.det_u'mme.wnth
United States at less than fair value ~~ days after a petition is filed, whether the
within the meaning of section 731 of the  petition properly alleges the basis on
Tariff Act of 1930, as amended (the Act), which an antidumping duty may be
and that these imports are materially ;l:g?':dnndet;:ecuonmdthem
injuring, or threaten material injury to, a ether the petition contains
U.S. industry. U.S. Fittings Group information reasonsbly available to the
supplemented its petition on june 7, petitioner supporting the allegations. We
1991, have examined the petition 6n butt-weld
The petitioner has stated that it has pipe fittings from Thailand and find that
standing to file the petition because itis it meets the requirements of 19 CFR
an interested party, as defined in 19 CFR 353 13(a). Therefore, we are initiating an
253.2(k). and because it has filed the antidumping duty investigation to - i
petition on behalf of the U.S. industty ~ getermine whether imports of butt-weld
producing butt-weld pipe fittings. fany  .:ne fitrings from Thailand are being, or
intetested party, as described in 19 CFR a!ehkelytobe.loldmthel]nltedSmm
353.2(k) (3), (4). (5), or [B). wishesto .. o0 than fair value: _
register support for, or opposition to, this In wlthlBCFRssa.ts(b}
investigation, please file written accordance the I Trade
notification with the Assistant Secretary  We are notifying terpational ae
fmwmmm Commission {ITC) of this action.
United Staten Price and Fomtgn Market ex?lny mg‘;f.“;'.’ Inlhalluml a'al’mlg” ing
Valge - duty order must submit its request for
Peﬁmnerbasedﬂmtedsuml’nce exchision within 30 days of the date of
(USP) :iltlby qumho&ss suppliedinan  the publication of this notice. The
affidy one of tne producers. procedures and requirements regarding
‘The affidavit states prices at which a the filing of such requests are contained
Thai producer sold the subject in 19 CFR 353.14.
merchandise for export to the United
Doocmber oa Tares o e O, cope of Inestaotion
1990. are
The ucts covered by this
duty "ihd'n :nd“ include mg:'" mark- mvesug:?:don are arbontgee! butt-weld
upﬁmshpas munnamm surs HUSPE e. and ocean pipe fittings, having an inside diameter
based on the percen mﬁ:ﬁ“‘@ of less than 360 millimeters (14 mﬁes].
bem:wmmmvﬂmmdmval imported in either finished or
a8 reported in the Department's IM-245 - form. Unfinished butt-weld pipe fittings
ltaﬂlticlforlm.l’eliﬁonerh:sno .. that are not machined. not tooled and
[a-549-007] - information on the amount of the not otherwise processed after forsine
Initistion of importer’'s mark-up and thus made no are not inc in the scope
of Antidumping downward adjustment to USP. Petitioner  investigation. These formed or forged
B e P Sted!  alsoreduced USP for customs dutiestn  Pipe fttings are used 10 join sections in
3 Pipe Fittings accordance with sectmn 772(d)(2)(A} of  Piping systems where conditions require
AGENCY: Administration, the Act. permanent, welded connections, as
lntemaé::laplo';trade Adm;.ﬁtg:ﬁon. Petitioner states that it had no distinguished from fittings based on
Commerce. reasonable means of obtaining home other fastening methods (e.g., threaded,

EFFECTIVE DATE: June 17, 1991,

FOR FURTHER INFORMATION CONTACT:
Michelle A Frederick, Office of
Antidumping Investigations, Import
Administration. U.S. Department of
Cormmerce, room B099, 14th Street and
Constitution Avenue NW., Washington,
DC 20230; telephone (202) 377-0656.

market or third country prices.
Therefore, petitioner baaed foreign
market value (FMV) on constructed
value (CV), in accordance with section
773(e) of the ‘Act. Petitioner's estimate of
FMV is based on one of the petitioning
firm’s costs of manufacture, adjusted to
reflect Thai costs for seamless steel
pipe, electricity, labor, and fringe

grooved, or bolted fittings). Carbon stee]
butt-weld pipe fittings are currently
classified under subheading 7307.93.30
of the Harmonized Tariff Schedule
{HTS). Although the HTS subheadings
are provided for convenience and
Cusioms purposes. our written
deseription of the scope of this
proceeding is dispositive.
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whetherﬂ:ereuanumhle

This notice is published pursuant to
section 732{c)(2) of the Act and 19 CFR
353.13(b).

Dated: june 11, 1961.
Marjoria A. Chorline,

Adnunistration.
[FR Doc. 91-14357 Filed 8-14-01; 8:45 am)
SELLNE CODE 35%-00-00
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LIST OF WITNESSES
Investigations Nos. 731-TA-520 and 521 (Preliminary)

CERTAIN CARBON STEEL BUTT-WELD PIPE FITTINGS
FROM CHINA AND THAILAND

Those listed below appeared at the United States International Trade
Commission conference on June 12, 1991, in connection with the subject
investigations.

In support of the imposition of antidumping dutjes:

McKenna & Cuneo
Washington, D.C.

on behalf of

James A. Bamberger, Manager/Sales, Industrial Products, Ladish Co., Inc.,
Cudahy, WI

Peter Buck Feller )--OF COUNSEL

Lawrence J. Bogard)
Linda C. Menghetti)

e sit d duties:

Mayer, Brown & Platt
Washington, D.C.

on behalf of

James Coulas Sr., President and Owner, Weldbend Corp., Arge, IL

Simeon Kriesberg)--0F COUNSEL

Dorsey & Whitney
Washington, D.C.

on behalf of

George Wang, Deputy General Manager, Shenyang Billiongold Pipe
Fittings, Ltd, China

James Taylor)--OF COUNSEL
Chidi Chen )

Mark Beach, Vice President, I.S. Trade, Inc., Kirkland, WA
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{C-549-0041
Final Affirmative Countervaifing Duty

Determination and Countervalling Duty
Order: Carbon Steal Butt-Weld Plps *
Fittinos From Thaltand
Internationsl Trade Administration;
Commerce.

-

ACTION: Notice:
SUMMARY: We d'nunﬁu.th!beneﬁh

Investigetion’™ section of this petice. The

estimated net boanty or gram? e 250
" percent'and valorem far':;u
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manufacturers, producers or exporters
in Thailand of pipe fittings. .

We are directing the U.S. Customs
Service to continue suspension of
liquidation on all entries of pipe fittings
from Thailand that are entered, or
withdrawn from warehouse, for
consumption on or after the date of

.publication of this notice and to require
a cash deposit on entries of these
products in an amount equal to 2.53
percent ad valorem. .
EFFECTIVE DATE: January 18, 1
FOR FURTHER INFORMATION CONTACT.
Kay Halpern or Carole Showers, Office
of Countervailing Investigations, Import
Administration, International Trade
Administration. U.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone: (202) 377-0192 or 377-3217,

SUPPLEMENTARY INFORMATION:
Final Delermination

Based on our investigation. we
determine that benefits which constitute
bounties ot grants within the meaning of
section 303 of the Tariff Act 0f 1930, as
amended {the Act), are being provided
to manufacturers, producers, ar .. -
exporters in Thailand of pipe fittings.
For purposes of this investigation, the
following programs are found to confer
bounties or ts: .

. hott-‘l'grrgl.oam Provided under
the Export Packing Credits Program.

« Tax Certificates for Exports _ . -

¢ Business Tex and Import Duty
Exemptions for Machinery under.

Section 28 of the Investment Promotion -
Act.

The estimated net bounty or grant i3 2.53 .
percent ad valorem.

Case History

Since the last Federal Rﬁltet .
publication pertaining to thi
investigation (Preliminary Affirmative
Countervailing Duty Determination:
Carbon Steel Butt-weld Pipe Fittings
from Thailand. 54 FR 46438, November 3,
1989 [Preliminary Determination)}. the
following events have occurred. From
November 6 through 17. 1989, we
* verified the responses of the .
Government of Thailand {GOT) and the
three respondent companies, Awajl
Sangyo Co., Ltd. {AST}. Thai Benkan
Cao.. Ltd. (TBC), and TTU Industrial
Corp.. Lid. (TTU). We received amended
responses correcting minor :
discrepancies found &t verification from
TTU on December 5, 1989, and from
AST and TBC on December &, 1988,

A public hearing was held on
December 15, 1989. we received case
briefs from petitioner and respondents
on December 11, 1983; rebuttal briefs

were submitted by all parties on
December 14, 1889. .

Scope of Investigation

The United States has developed a
system of tariff classification based on
the international harmonized system of
customs nomenclature. On January 1, -
1989, the U.S. tariff schedules were fully
converted to the “Harmonized Tariff -
Schedule™ (HTS). and all merchandise
entered or withdrawn from warehouse
for consumption on or after that date is
now classified solely according to the
appropriate HTS item number, The
Department js providing both the .
appropriate “Tariff Schedules of the
United States Annotated” (TSUSA) item
number and the appropriate HTS item
number with its product descriptions for
convenience and customs purposes. The
Department's written description
remains dispositive as to the scope of
the product coverage. ‘

The products covered by this
investigation are carbon steel butt-weld
pipe fittings, having an inside diameter
of less than 360 millimeters (fourteen
inches), imported in either finished or
unfinished form. These formed or forged
pipe fittings are used to join sections in
piping systems where conditions require
permanent, welded connections, as
distinguished from fittings basedon
other fastening methods (e.g.. threaded,
grooved, or bolted fittings). These
products are classified under HTS
subheading 7307.93.30 and were
formerly classifiable under TSUSA item
601.8800,

Analysis of Programs -

For purposes of this investigation, the
period for which we are measuring
bounties or grants (“the review period™)
is calendar year 1988, which

- corresponds to the fiscal year of all

three respondent companies. Based
upon our analysis of the petition., the
responses to our questiopnaires, -
verification. and written comments filed
by petitioner and respondents, we
determine the following:

I Programs Determined To Confer
Bounties or Gronts

We determine that bounties or grants
are being provided to manufacturers,
producers, or exporters in Thailand of
pipe fittings under the following
programs:

A. Short-Term Loans Provided Under
the Export Packing Credits Program
Export packing credits (EPCs) are
short-term loans used for either pre- -
shipment or post-shipment financing.
Exporters apply to commercial banks for
EPCs. The commercial banks, in turn,

-

must submit an application for approval
to the Bank of Thailand (BOT]. Under
the “Regulations governing the Purchase
of Promissory Notes Arising from
Exports” (B. E. 2528), effective January 2,
1988, the BOT repurchases promissory
notes issued by creditworthy exporters
through commercial banks. To qualify -
for the repurchase arrangement.
Promissory notes must be supported by
a Jetter of credit, sales contract,
purchase order, usance bill or
warehouse receipt, The notes are
availeble for up to 180 days, and interest
is paid on the due date of the loan rather
than the date of receipt. el -

The BOT charges an interest rate of
five percent per annum to commercial
banks on repurchased packing credits
issued in connection with export of
goods specified in categories one and
two of the “Notification of the Board of
Investment No. 40/2521.” Commercial
banks are permitted to charge exporters
no more than seven percent per annum
for the purchase of such notes.

On the due date of the loan. the BOT
debits the commercial bank's account
for the principal amount and the interest
charged the commercial bank. If the
export shipment is not made by the due
date {in the case of pre-shipment lozns)
or the foreign currency is not received
m duel n:late)[itxlil thne t':asceh::igr.vstti1

ipment loans). the BOT es the
commercial bank a penalty of eight
percent over the full term of the loan.

Similarly, on the due date of the loan,
the commercial bank debits the
exporter's account for the principal
amount and the maximun of seven
percent interest charged the exporter. If
a penalty has been assessed by the
BOT. the commercia! bank passes it on
to the exporter.

The penalty is refunded to the
commercial bank by the BOT and by the
commerical bank to the exporter if the
company can prove shipment of the
goods took place within 60 days after
the due date (in the case of pre-shipment
loans), or the foreign currency was
received within 60 days after the due
date {in the case of post-shipment
ioans). Otherwise, the penalty is not
refunded. If anly a portion of the goods
was shipped or ounly a portion of the
foreign currency was received by the
due date, the exporter receives only a
partial refund, proportional to the value
of the goods shipped or the foreign
curtency received. The purpose of the
penalty charge is to ensure that
companies take out EPC loans only to
finance actual export sales.

On October 1. 1988, the GOT issued ~
new regulations that coexisted with the
priot regulations until December 31,
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1088. Effective October 1, 1988, all first-
time applicants for EPCs had te apply
under the new regulations. Effective
January 1, 1989, all applicants had to
apply under the new regulations. EPCas
received under the old regulations but
still outstanding as of fanuary 1, 1989,
continued under the old regulations until
their expiration dates. Under the new
regulations, only pre-shipment financing
is permitted. The maximum rate
commercial banks can charge exporters
was raised from seven to ten percent In
sddition, commercial banks can now
lend up to 100 percent of the shipment
vaiue. but can only rediscount up to 50
percent of the loan amount with the
BOT., as opposed to the old regulations,
under which commereial banks could
lend up to 90 percent of the shipment
value and the BOT rediscounted 100
percent of the loan amount. The penalty
fee was lowered from eight to five
percent and is charged only over that
portion of the loan {e.g., 50 percent]
rediscounted with the BOT,

We verified that TBC and TTU
received EPC loens on which imerest
was paid during the review period.
Because only exporters are eligible for
these loans, we determine that they are
countervailable to the extent that they
are provided at preferential rates.

As the benchmark for short-term
loans, it is our practice to use the
predominant form of short-term
financing or a national average
commercial interest rate. In the absence
of a predominant form of shart-term
financing in the Thai economy, we are
using the weighted-average interest rate
charged by commercial on
domestic loanas, bills, and averdrafis
during 1988, and. where EPC lnans were
issued in 1987, the weighted-average
interest rate of the same compositian for
b Ao ol mm%f‘n" '

ve applied in cases,
most recently in Final Affirmative
Countervailing Duty Determination and

arings
Thailand: Final Negative Countervailing
Duty Determinations: Antifriction
Bearings (Other Than Ball or Tapered
Roller Bearings) and Paris Thereof from
Thailand, $4 FR 19130, May 3, 1989
(Bearings).
. Comparing the weighted-sverage
interest rates for 1987 and 1988, as
* verified at the DOT., to the seven percent
Tite charged on EPCs on which interest
was paid during the review period, we
find that the rate on EPCs is preferential,
lnd.theref:?.eonfel"lnhnuntyum
on exparts of pipe Sttings.
Tocalcuhmbugﬁt&mhm
on which interest wus paid
the review period, we followed the

short-term loan which bas
been applied consistently in our pasat
determinations (see, for example,
Bearings) and which is described in
more detail in the Subsidies Appendix
attached to the notice of Cold-Rolled
Carbon Steel Flat-Raolled Products from
Argentina: Fipal Affirmative
Countervailing Duty Determinaticn and
Countervailing Duty Order, 49 FR 18008,
April 28, 1984; see also, Aliambra
Foundry v. United States, 628 F. Supp.
402 (CIT, 1985).

We compared the amount of interest
actually paid during the review priod to
the amount that would have been paid
at the benchrnark rate. Because interest
iapatil:ionﬂ:;duedateofthehm.
together with any penalty payments

d. the benefit from loans on whick
penalties are charged is not realized
unless or until the are

" penalties, along with the seven percent

EFC interest paid, from the smount of
interest that would have been paid at
the benchmark rate. In thoae instapces
where the amount of interes? paid
exceeded the amount of interest that
would have been paid at the benclomark
rate, we have excloded those those
loauns from our calealstions. Similarly,
we included in our calculations all loans
on which penalties were refonded
during the review period. even though
the intersst an some of these loans wae
paid before the review period.
Because we verified that all EPC loans
received by respondents were tied to
specific export shipmeants, we
the amount of interest that wonld have
lombeeupﬂatthemd n:t:;.
covering exparty of pipe o
the United States and subtrscted the
amount of interest that was sctually
paid. We then divided the resuly by the
value of respondents’ exposts of pipe
fittings to the Einited States the
review period to abtain an estimated net
boumnty or grant of 013 pevcent ad
vaiorem.
mbmhangnthldﬁﬁ;::
tracting the interest actually pai
from the interest that would have been
paid ai the benchmark rute, we should
nlaosubtractani:!falmutha
company associated with penalty
payments which were suhsaguently -
ref{:ded.mugnruthathemmit
had to forega use of thase funda, the
company had to borrow maney and,
therefore. incurred incressed Snancing
costs. TTU has calculated the inerease
in its financing costs by using the
national average benchmark rate

described above. We are not subtracting
any costs due to subsequently refunded
penalty payments because TTU bas
failed to demonstrate that such costs
were actually incurred {see, DOC
Position to Comment 8},

B. Tax Certificates for Exports

The GOT issues to exporters tax
certificates which are transferable
and which constitute a rebate of indirect
taxes and import duties on inputs used
to praduce exports. This rebate ia
provided for in the *“Tax and Duty
Cnmpmsgﬁoi:iﬂxpunedcmda
Produced in the Kingdom Act” [Tax and
Duty Act). The rebate rates under the
Tax and Duty Act are computed on the
basia of an Input/Qutput (I/0) study
published in 1580, based on 1975 data,
and updated in 1985 using 1980 data.

Using the [/Q study, the Thai Ministry
of computes the value of total
inputs (both imparts and local
purchases) used in a discrete range of
sector-specific products at ex-factory
prices. It also calculates the impart
duties and indirect taxes on each input.
The Ministry then calculates two rebate
rates. The “A" rate includes both impart
duties and indirect taxes. The “E" rate
inciudes only indirect doemstic taxes.
‘The “B” rate s claimed when firms
participate io Thailand's customs duty
drawback program ar duty exemption
program on imported raw materials, or
when firms do not use imported
materials in their production process.
New rebate rates, announced an
February 5, 1986, were coatputed using
the study published in 1985 Since 1988,
the “A" rate applicable ta exports of
pipe fittings hag been 811 percent and
the “B" rate has been 4.98 percent. The
“A™" or "B” rate. as appropriate, ia then
applied to the FOR value of the expart to
determine the amoynt of rebate that will
be provided.

Under the Tax and Duty Act, the
rebates are paid to contpapies through
tax certificates which can be used to
pay other tax Liabilities. These tax
certificates can also be sold to third
parties at a discount for cash.

Becayse this program is available only
{o exportery, it is. countervailable ta the
extent that it confers an overrebate of
indirect taxes. We verified that ail three
respondent companies earned the "B~
rale on exports made during the review
period. Because benefits under this
program are (1) based on a fixed
pmmgedh{?z?auhnnfeuh
expact shipment, (2) not dependent ona
company's ultimate income tax hiability,
and (3) availabls to any expaster who
submils the proper export documents

-within ene year of shipment, we
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determine, in accordance with past
practice, that these benefits should be
assessed at the time they are earned,
i.e., on the date of export. See, for
example. Final Countervailing Duty
Determination and Countervailing Duty
Order: Certain Steel Wire Nails from
New Zealand, 52 FR 37196, October 5,
1887 (Nails from New Zealand}. We
therefore determined that all three
respondents benefitted from this -
program during the review period.

To determine whether an indirect tax
rebate system confers an overrebate
and, therefore, a bounty or grant, we -
must apply the following analysis. First,
we examine whether the system is
intended to operate as a rebate of both
indirect taxes fﬁf&? duties. Next, -
we analyze whe government
propesly ascertained the level of the
rebate. This includes 2 review of a
sample from the [/O study used by the
Government to quantify the rebate. We
analyze the documentation supporting
the study to determine the accuracy of
the sample on input coefficients. the
import prices and rates of dutyon -
imported inputs, the ratic of imported -
inputs to domestically praduced inputs
{when, for a given imported input, thers
is also domestic production of the input),

and the exchange rates used to convert -

import prices denominated in & foreign
currency to the local currency. Finally,
we review whether the rebate schedules
are revised periodically in order to
determine whether the rebate amount
reasonably reflects the amount of duty
and indirect taxes paid.

When the study upon which the
indirect tax and import duty rebate
system is based is shown to bear a
reasonable relation to the actual indirect
tax rebate incidence, the Department
will consider thet the system does not

confer a bounty or grant unless the fixed '

amount set forth in the rebate schedule
for the exported product exceeds the
amount rebated for duties and indirect

. taxes on inputs physically incorporated
into the product. When the
system rebates duties and indirect taxes
on both physically incorporated and
non-physically incorporated inputs, we
find a bounty or grant exists to the
extent that the fixed rebate exceeds the
allowable rebate on physically
incorparated inputs.

In the Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Order: Certain
Apparel from Thailand, 50 FR 9818, 9520,
March 12, 1985, we examined Thailand's
rebate system under the Tax and Duty
Act. We found that the program was
intended to rebate indirect taxes and
import duties and that the rebate rates

had been reasonably calculated.
However, to the extent that the program
rebates indirect taxes and import duties
on non-physicelly incorporated inputs,
we found that the remissions are
excessive. In subsequent investigations
involving products from Thailang, the
most recent of which was Bearings, we
undertook the analysis described above
and reiterated that these rebates are

- countervailable only to the extent that

the remissions are excessive. In the .
present investigation, we verified that .
rebates under this program continue to
reasonably reflect the incidence of
indirect taxes and import duties on
inputs. : . .

To determine whether. and the extent
to which, the tax certificates confer an
excessive remission of indirect taxes,
we calculated the indirect taxes paid on
physically incorporated inputs-

ing to the most recent 1/0 table.

We did not include import duties in our -
calculation of the tax incidence because
the respondents earned the “B” rate on
their exports. We divided the tax .
incidence on all items physically -
In1bs seoondary steek products setcty
in 8 ucts sector,
whiclé inciudes bymth alltec} :lultt-weld
pipe fittings, e valye o -
domestically-produced finished goods in
this sector. Given that the aggregated -
data used in the /O study is broken
down only by sector, and that each
sector covers many individeal products,
it is impoasible to isolate the value of
domestically-produced pipe fittings.

Although the methodology described
above is & deviation from that used in
previous investigations involving
products from Thailand {see, for
example, Bearings), we believe that it
more accurately reflects the amount of
allowable rebate. In previous

_investigations we divided the tax
incidence

on all items physically
incorporated in the subject merchandise
only by the value of all domestically-
produced finished goods in the sector to
which the subject merchandise belongs.
an apples-to-oranges comparison. In the .
present investigation we divided the tax

incidence on ail items physically
incorporated in the sector by the valye
of all domestically-produced finished

goods in the sector, a sector-to-sector, or
apples-to-apples, comparison.
Furthermore, unlike previous
investigations in which respondents -
either failed to provide a comprehensive
list of all items physically incorporated
into the sector, or failed to provide such
information prior to verification,
respondents in the present investigation-
have provided the necessary
information in a timely manner,

In our preliminary determination we
indicated that, by using the tax
incidence on all inputs physically
incorporated into secondary steel
products, we may be including the tax
incidence on inputs used in the

. production of pipe fittings but not

physically incorporated into pipe
fittings. However, at verification we
found that. of the items which are used
in the production of pipe fittings but not
physically incorporated into pipe -
fittings, none of theas items are
physically incorporated into secondary
steel products. ’ .

The value of all domestically-
praduced Fnished goods, as shown in
the /O tables, is an ex-factory value.
However, because the rebate is applied
to the FOB value of a company's
exports, we must adjust the ex-factory
value to reflect an FOB value, Due to the
way in whick the 1/O tables are
'W itis i.mpo:lsibie to isolate the
wholesale margin and transportation
costs applicable solely to domestically-
produced finished goods. Therefore, as a
surrogate, we divided the wholesale
mgrgin and transportation costs for all
finished goods in the secondary steel
sector, including imports, by the ex-
factory value of imported and
domestically-produced finished goods in
the sector. We then multiplied the ex-
factory value of all domestically-
produced finished goods in the sector by
this ratio. We added the result to the ex-
factory value of domestically-produced -
finished goods in order to obtain the
FOB-adjusted value.

In order to obtain the allowable
rebate rate, we divided the tax
incidence on all items physically

- incorporated into secondary steel sector

products by the FOB-adjusted value of
all domestically produced finished
goods in the secondary stee] sector. We
then compared the authorized rebate
rate of 4.98 percent. which is based on
both physically and non-physically
incorporated inputs, to the allowable
rebate rate and found that there is an
excessive remission of indirect taxes to
exporters of pipe fittings. The difference
between the two rebate rates equals the
net overrebate. On this basis, we
calculated an estimated net bounty or
grant of 0.51 percent ad valorem.

C. Tax and Duty Exemptions Under
iecﬁou 28 of the Investment Promotion
et

The Investment Promotion Act (IPA)
of 1977 provides incentives for
investment to promote development of
the Thai economy. Administered by the
Board of Investment, the IPA authorizes,
among other incentives, the exemption
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of import duties and domestic taxes
with respect to qualifying projects.
Section 28 of the IPA provides an

_exemption from payment of import
duties and business taxes on machinery
used to produce promoted products. We
verified that all three ent
companies received exemptions under
section 28 during the review period. We
also verified that all three respondents
are required to export a certain
percentage of their output as a condition
for receipt of benefits under this

Because benefits to the respondent
companies under this program are
contingent upon their export
performance, and cover capital - .
equipment (i.e., machinery} which is not
physically incorporated in the subject
merchandise, we determite that the
l:hzs mmts il ervulablu

i are count ilable.

- l:dividedthetotalamunt of

- exemptions received by respondents
during the review periad by the
respondents’ total export sales value
during the review period. On this basis,
we calculated an estimated net bounty
or grant of 1.89 percent ad valorem.

I. Program Determined not to Confer”
Bounties ar Grants

We determine that bounties or grants
are not being provided to manufacturers,
producers, or exporters in Thailand of
pipe fittings under thz following
program:

IPA Section 36(1)

Section 36(1) of the IPA authorizes
exemptions from import duties and
business taxes on “raw and necessary
materials.” All three respondent
companies received exemptions under
this section of the IPA during the review
period. However, we verified that all
exemptions were received for items
physically incarporated into exported
goods and, therefore, do not constitute
bounties or grants within the meaning of
section 771(5){A) of the Act.

1. Progrems Determined not to be Used

We determine, based on verified
information, that mufi:ctm :
producers or exporters iz Thailand o
pipe fittings did not apply for, claim or
receivefbeneﬁu du:fing thnﬁreview he
period for exparts of pipe fittings to
United States under the following
programs, which were listed in the
Notice of Initiation {54 FR 35914, August
?Eij?:tlfidty Di ts for Export

iscoun ers
B. Rediscount of Industrial Bills
C. International 'l'radezo Promotion Fund
1. Export Processing Zones
E. Additiona! Incentives Under the [PA

ip—

* Section 31

« Section 33

» Section 34

» Section 36({2)

» Section 36(3)

* Section 38(4)
For a complete description of these
programs, see the Preliminary
Determination.
Comments

All written-comments submitted by
the interested parties in this
investigation which have not been
previously addressed in this notice are
addressed below.

Comment 1

AST and TBC argue that we should
calculate the benefit under the Tax
Certificates for Exports Program
according to when the tax certificates
are received by the company. In support
of their t, they cite the Court of
International Trade's {CIT"s) 1987
decision in Can-Am Corp. v. United
Statgs, 664 F. Supp. 1444, which affirmed

- our finding in Final Affirmative

tervailing
. Mexico, 49 FR 35672, September 11,

1984, (Lime from Mexico). In Lime from
Mexico wa determined not to include in
the calculation of the benefit tax
certificates known as CEPROFIs that
bad been received by respondents prior
to the review period. The CIT upheld the
Department's position because of the
Department’s “consistent practice™ of
attributing tax benefits “to the year in
which they are realized.” Citing Lime
from Mexico. AST and TBC stata that
the Department calculated the benefit
from CEPROFIs actording to when the
CEFROFIs were received ‘
Petitioner counters that we should
calculate the benefit according to when
thnmxmﬁﬂcnlumcmed.i:a.. on

decision and now recognizes that all tax
certificate programs are not alike.
Petitioner cites our October 1987 final
determination in Nails from New
Zealand, in which we timed benefits
under the Export Performance Taxation
Incentive (EPTI) tax credit program
according to when the credits were
earned. Petitioner cites our reasoning
behind this decision, in which we
ascerteined that, since EPTI credits are
based on a fixed percentage of the FOB
value of exports and are not dependent
on & company's ultimate tax liability,
the company knows what the benefit
will be when it is earned, fe., at the time
of export. Petitioner notes that this

——rr

exception to the year-of-receipt rule was
codified in our proposed tions
under section 355.48(b)(7): “* * *in the
case of an export benefit provided as a
percentage of the value of the exported
merchandise (such as a cash payment or
an overrebate of indirect taxes), the
benefit shall be timed according to the
date of export.” Petitioner concludes
that the Thai tax certificate program
should be treated like the EPTI program
in Nails from New Zealand because it,
too, is based on a fixed percentage of
the FOB value of exports and is not
dependent on a company's ultimate tax
ligbility. The CEPROF! program. by
contrast, is not based on export value
and is dependent on a company’s tax.
liability. Uniike the Thai certificates,
CEFROFIs are not transferable and can
only be used io pay federal income
taxes. Petitioner notes that we

. proceeded to apply this new EPTI rule in
. subsequent investigations. See, for

example, Final Affirmative
Countervailing Duty Determination:
Aluminum Electrical Conductor Redraw
Rod from Venezuela, 53 FR 24783, June
30,1988,
DOGC Position ) - . _
Wae agree with petitioner. As stated -
above in section LB. of this notice,
benefits under the Tax Certificates for
Exports Program are (1) based on fixed
percentage of the FOB value of each
export shipment, {2) not dependenton a
company’s ultimate income tax liability,
and {3) available to any exporter who
scbmits the proper export documents
within one year of shipment. As with the
New Zealand FPTI credits, the benefit
amourit from the Thai Tax Certificates
for Exports Program is known at the
time of export, even though the actual
cash is received later. Therefore, the fact
that two of the respondents did not
actuglly receive the tax certificates until
after the review period is not relevant.

Comment 2

‘With regard 1o the calculation of the
allowable rebate of indirect taxes under
the Tax Certificates for Exports
Program, respondents argue that, since
we cannot isolate wholesale margin and
transportation costs applicable solely to
domestically-produced finished goods in
the secondary steel sector, we should
use ons of the two alternatives. The fizst
is to inflats the ex-factory denominator
by multiplying it by one plus the actual
wholesals margin and transportation
cost mark-up on exports of domestically
produced finished goods in the sector.
The second alternative is to inflate the
ex-factory denominator by first deriving
a figure representing wholesale margin
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and transportation cosis applicable to
domestically-produced output and then
adding this figure to the ex-factory
denominator. The derived figure is
obtained by multipiying the wholesale
margin and transportation costs
applicable to all output in the sector
{both imported and domestically
produced) by the ratio of domestically-
produced output to total output.
Petitioner argues that we should reject
both of these alternatives because they
rely on unverified assumptions. Namely,
the first alternative assumes that the
wholesale margin and transportation
cost mark-up on exports of domestic
output is the same as the wholesale
margin and transportation cost mark-up
on all domestic output. The second
alternative assumes that the mark-up on
total output (both imparted and
domestically-produced) is the same as
the mark-up on damestic output. In lien
of verified information isalating the
wholesale margin and transportation
costs specific to domestically-produced
output, petitioner advocates using the
calculation applied in our preliminary
determination.
DOC Position

For purposes of our preliminary
determination, we attributed a line item
of the I/O study's ontput table for
secondary stee} products as being solely
applicable to domestically-produced
finished goods. We used the valuesin

this line item for wholesale margin and
’ tion costs to adjust the value
of total domestically-produced fnished
goods in the sector from an ex-factory
value to an FOB value. However, at
verification we found that the wholesale
margin and transportation costs in this
line item applied to both domestically-
produced and imported finished goods.
‘We also found that, due to the wayin
which the 10 study is structured, the
wholesale margin and rtation
costs applicable solely to domestically-
prodnced finished goods in the
secondary steel sector cannot be
isolated. Therefore, to derive a surrogate
amount that most closely approximates
these two values, we applied the second
alternative proposed by respondents,
which is described in detail in section
1.B. of this notice. We determined that
this method mare closely approximates
the values sought than does a derivation
using values solely attributable to
exporis because exports are likely to
pass through fewer hands. and thus
incur less mark-up, than items produced
and sold domestically or imported for
szle in the kome market.

Comment 3

Petitioner argues that the law requires
us to calculate the allowabie rebate for
the Tax Certificates for Exports Program
based on the tax incidence on items
physically incorporated into the subject
merchandise oniy. Petitoner advocates
that we return to our practice of dividing
the tax incidence on items physically
incorporated in the subject merchandise
only by the value of all products in the
sector to which the subject merchandisa
belongs.

Respondents counter that the law
does not specify at what level of
disaggregation the physical
incorporation test must be periorme.l,
thereby allowing us to use the tax
incidence on items physically .
incorporated in the entire secondary
steel sector as & surrogate for the tax
incidence on items physically
incorporated into the subject
merchandisa, .

DOC Pggition

The 1/O study is structured on s
sectoral basis and, therefore, it is
impossible to isolate the indirect tax .
incidence attributable sojely to the
subject merchandise, Accardingly, we
have determined that it is appropriate m
use the tax incidence on all items
physically incoparated into secondary
steel sector products to calevlate the
amount of the allowable rebate of

Petitioner contends that if the
Department izes that limestons
and fluorite, which are used in the steel-
making process to remove impurities,
are not physically in into
secondary steel it should
likewise concluge that aluminmm
chioride and zinc chloride, which are
classified under the Thai /O section for
basic industrial chemicals, are not
physically incorporated into secondary
steel products. Petitioner argues that the
Department should therefare not inciude
the tax incidence an basic induatrial
chemicals in its calculation of the
allowable rebate under the Tax .
Certificates for Exports Program.

DOC Position

In Final Affirmative Countervailing
Duty Determination and Countervailing
Duty Order: Malleable Cast Iron Pipe
Fittings from Thailand, 54 FR 6439,
February 10, 1989 {Cast Iron Pipe
Fittings), the Department verified that
alumimum chloride and zinc chloride are
physically incorporated into malleable
cast iron pipe fittings during the

- galvanizing process. We therefore

determined that “{blecause these
chemicals are classified in the ‘basic
{industrial) chemicals’ I/O section. . .
the tax incidence on this I/O sector is
aliowable.” Since malleable cast iron
pipe fittings, like carbon steel butt-weid
pipe fittings, are ciassified in the I/O
study as secondary stee! products, we
detsrmine that the tax incidence on
basic industrial chemicals should be
included in the aliowable rebate for
purposes of this investigation.
Comment §

With regard to tax and duty

" exemptions under section 25 of the IPA,

respondents argue that the duty deposit
rate for TTU and TBC should be set at
zero to reflect current non-use of this -
program end their claim that these
compamies will not use the program in
the future. Specifically, TTU state that it
will not use the program for the
following reasons: {1} The company
couid apply for another exsmption
period ynder its existing promotion
certificate, but it has stated in an
affidavit that it will not do se; [2) we
verified that it is rare for the BOI to
grant more than one section 28
extension, and TTU has already
received an extension: [3) TTU could get
another extension under a new
promotion certificate if it expanded its
production capacity, but the company
has no plans to expand its production
capacity at this time; and (4) a program-
wide change requirement makes no
sense for “ope-time benefits” that
terminate before the preliminary
determination and are unlikely to be
renewed. TBC states that if a zero
deposit rate for this program is
calculated for TTU, then a zero deposit
rate must be calculated for TBC.

Petitioner argues that the duty deposit
rate should reflect the subsidy rate
found for the review period. Petitioner
gives the following ressons: (1) there has
been no “program-wide change” altering
the nature or existence of section 28; (2)
although we verified that an extension is
likely to be granted only once, we also
verified that there is nothing to prevent
a company from applying for 8 new
cettificate or an amendment extending -
the exemption period; (3] the
Department does not accept effidavits
from a respondent, such as the one from
TTU, claiming that it will not apply for
another extension; and (4) TTU s claim
that it has Ro plans to expand its
production capacity, and thus receive a
new certificate with a new section 28
exemption, is speculative and
unverifiable.
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DOC Position

In accordance with Department
practice, we only calculate a separate
duty del:n:isi:1 rate if thex;e has be;::naal
program-wide change. See, e.g.. Fi
Affirmative Countervailing Duty
Determinations and Countervailing Duty
Orders: Anti-friction Bearings (Other
than Tapered Roller Bearings) and Parts
Thereof from Singapore. 54 FR 19125,
May 3. 1989 (Bearings from Singapore),
in which we stated that “{w]e do not
consider information from beyond the
review period unless there has been a
program-wide change.” Although there
may be a change in respondents’ usage
of section 28 of the IPA, there has been
no program-wide . LE., no
government-mandated change in the
nature of the program itself. Since there
has been no program-wide change with
regard to this program, we have not
calculated a separate duty deposit rate.
If TTU and TBC continue not to use the
program, this fact would be reflected in
an administrative review.

Comment 8 ‘

With regard to section 31 of the IPA,
petitioner argues that we shouid .
calenlate a duty deposit rate for this
program to reflect the fact that it was
calimed by two of the respondents on
their tax returns filed after the review
period. Petitioner states that we should
do so because (1) the benefits were
received (/.e. the tax returns were filed)
before our prelimirary dejermination,
and (2) the amount of the benefit for
each company was verified. Petitioner
adds that a country-wide duty deposit
rate can be calculate for the program by
dividing this benefit by the respondents’
review period export sales, or by pro-
rating the benefit {by 50 percent) and
dividing it by the vaiue of respondents*
verified export sales for the first six
months of 1989,

Petitioner cites our Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Order: Circular
Welded Carben Steel Pipes and Tubes

from Thatland. 50 FR 32751, August 14,

1985 {Pipes and Tubes), in which we
stated that, “where benefits arising
subsequent to the review period are
being used for the first time and where
the receipt of the benefit is verified, we
deem it appropriate to adjust the cash
deposit rate to reflect the level of
benefits aceruing to current im »
Respondents argue that the duty
deposit rate should remain at zero to
reflect the non-use of this program
during the review period. They argue
that (1) the Department calculates
income tax benefits based on the tax
retumn filed during the review peried,

and benefits under this program were
not claimed on the returns filed during
the review period; (2) there has beenno -
program-wide change: and (3) a duty
deposit rate cannot be calculated
because we do not have sales figures for
the twelve months of 1989.

DOC Position

Although we verified that two of the
respondents claimed benefits under
section 31 of the IPA on their tax returns
filed after the review period. there has
been no program-wide , 28
described above, with regard to this
program. In addition, the Pipes and
Tubes determination cited by petitioner
was superseded by our more recent
decision in Bearings from Singapore
(See, DOC Poasition to Comment 5,
above}. Since there has been no
program-wide change with regard to this
progran, we are not calculating a
separate duty deposit rate.

Comment 7

TTU argues that we should subtract
from the benefit calculated for EPC
loans costs associated with penaity
payments that were later refunded. TTU
gives the following reasons in support of
this argument: (1) The penalty charges
represent an allowable deferral of the
EPC interest rate under section 771(6}(B)
of the Act becguse they are mandated
by the Government of Thailand, and (2)
payment of the penaity charges caused
TTU to botrow more money and thereby
incur increased borrowing costs and a
decreased net interest benefit from the
EPC loans. TTU states that it did not
provide its actual ing costs
because the Department does not use
company-specific interest rates with
regard to short-term financing. It asserts
that we should ase the benchmark rate
to calculate a borrowing cost and notes
that, ahould we wish to use a company-
specific rate, we have verified the rates
charged TTU o its non-EPC i

Petitioner argues that any costs
associated with penalties that are
charged and subsequently refunded
should not be taken into account.
Petitioner states that EPC penalties
charged and refunded are not an
allowable offset under section 771(6)(B)
of the Act because “the penalty
assessment does not defer the subsidy:
it merely assures that the terms of the
benefit's availability are met." Petitioner
claitns that any costs associated with
penalty charges are due to failure of the
company to comply with the terms of
the EPC loan and, as such, representa
secondary economic effect of the EPC
program. Citing the CIT's 1887 decision
in Fabricas el Carmen, S.A. v. Unjted
States, and our Final Affirmative

Countervailing Duty Determination: Oil
Country Tubular Goods from Canada, 51
FR 15037, April 22, 1986, petitioner notes
that we have consistently refused to
consider the secondary economic effacts
“of participating in & subsidy program
as offsets to the program's benefits,”
DOC Position

In all previous Thai cases we have
treated EPC loans on which penalties
were charged and never refunded as not
countervailable because the penalty
charge raised the interest rate over the

"benchmark. We bave treated EPC loans

on which penalties were charged and

. subsequently refunded no differently

than EPC loans on which no penalties
were charged. The issue of costs
associated with EPC penalty charges
that were later refunded has only been
raised in the two most recent Thai
investigations. Bearings and Cast Iron
Pipe Fittings. We did not have to make a
decision in thege investigations because
either the costs were shown to be_
negligible or respondents failed to
provide adequate information.

The issue raises two questions: (1)
‘Whether opportunity costs associgted
with penalties that were subsequently
refunded are an allowable offset under -
section 771(6)(B) of the Act; and (2)
whether the penalty payments
themaelves are an allowable offset
under section 771(6)(B) of the Act.

With regard to the first question, TTU
argues that we should take into account
the opportunity costs associated with
subsequently refonded penalties by
subtracting these costs from the benefit.
Although TTU has suggested :
calculationy based on the benchmark for
deriving costs associated with such
penalties, and we have verified
alternative financing rates charged TTU,
the comparny has not demonstrated that
it actually incurred costs associated
with subsequently refunded penalties.
According to the legislative history of
gection 771 of the Act, “{iln determining
the amount of offsets which are -
permitted, it is expected that the
administering authority will only offset
amounts which are definitively
established by reliable, verified
evidence.” (S. Rep. No. 249, 96 Cong., 1st
Sess. 86 (1979).) Because TTU failed to |
demonstrate that it has borrowed more
than it would have borrowed had it not
been charged penalties. we have not

-accepted TTU's argument.

As to the second question, the EPC
penalties are an allowable offset under
section 771(8)(B) of the Act because they
are mandated by the Government of
Thailand and they do in fact delay or
negate any cash-flow benefit arising
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from the preferential EPC interest rate.
Moreover, they are verifiable and
measurabie. Therefore. we have
included this offset in our calculations,
See, section LA. of this notice.
Verification

In accordance with section 776(b) of
the Act, we verified the information
used in making our fina! determination..
We followed standard vertfication
procedures, including meeting with
government and company officials.
i ing internal documents and
ledgers, tracing information in the
responses to source documents,
accounting ledgers and financial
statements. and collecting additional
information that we deemed necessary
for making our fina] determination. Qur
verification results are outlined in the
public versians of the verification
reports. which are on file in the Central
Records Unit (B-099) of the Main
Commerce Building.
Suspension of Liquidation

In accordance with section 700 of ths
Act, we are directing the U.S. Customs
Service to continue suspension of
liquidation on all entries of pipe fittings
from Thailand which are entered, or
withdrawn from warehouse, for
consumption on or after the date of
publication of this notice in the Federal
Register and to require a cash deposit
for each such entry equal to 2.53 percent
ad valorem. This suspension will remain
in effect until further notice.

This determination is published

to section 705(d) of the Act (19

U.S.C. 1871d(d))- .

Dated: January 10, 1990.
Eric §. Garfinksl,
Assistant Secretary for Import
Adminismation. .
{FR Doc- 90-1182 Filed 1-17-90; 8¢5 am]
BILLING CODE 3510-D8-
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APPENDIX D

IMPACT OF IMPORTS ON U.S. PRODUCERS’ GROWTH,
INVESTMENT, ABILITY TO RAISE CAPITAL, AND EXISTING
DEVELOPMENT AND PRODUCTION EFFORTS
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Response of U.S. producers to the following guestions:

1. Since January 1, 1988 has your firm experienced any actual negative
effects on its growth, investment, ability to raise capital, or existing
development and production efforts as a result of imports of butt-weld pipe
fittings from China or Thailand?

2. Does your firm anticipate any negative impact of imports of butt-weld pipe
fittings from the subject countries?

3. Has the scale of capital investments undertaken been influenced by the
presence of imports of the subject merchandise from the subject countries?






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

