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DETERMINATION AND VIEWS OF THE COMMISSION






3

UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-621 (Final)

Certain Compact Ductile Iron Waterworks Fittings
and Accessories Thereof from the People’s Republic of China

Determination

On the basis of the record! developed in the subject investigation, the
Commission determines,? pursuant to section 735(b) of the Tariff Act of 1930
(19 U.Ss.C. § 1673d(b)) (the Act), that an industry in the United States is
threatened with material injury by reason of imports from the People’s
Republic of China of certain coﬁpact ductile iron waterwo%ks fittings,
provided for in subheading 7307.19.30 of the Harmonized Tariff Schedule of the
United States (HTS), that have been found by the Department of Commerce to be
sold in the United States at less than fair value (LTFV). The Commission
further determines, pursuant to 19 U.S.C. § 1673(b)(4)(B), that it would not
have found material injury but for the suspension of liquidation of entries of
the merchandise under investigation.

The Commission further determines, pursuant to section 735(b) of the
Act, that an industry in the United States is materially injured by reason of
imports from the People‘s Republic of China of cast iron glands for such
fittings,2 provided for in subheading 7325.99.10 of the HTS, that have been
found by the Department of Commerge to be sold in the United States at LTFV.

The Commission also determines, pursuant to 19 U.S.C. § 1673d(b)(4)(A), that

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

2 Commissioner Anne E. Brunsdale and Commissioner Carol T. Crawford
dissenting.
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critical circumstances do not exist with respect to imports of such
merchandise; thus, the retroactive imposition of antidumping duties is not
necessary.

The Commission further determines, pursuant to section 735(b) of the
Act, that an industry in the United States is not materially injured or
threatened with material injury, and the establishment of an industry in the
United States is not materially retarded, by reason of imports from the
People‘s Republic of China of accessory packs, for which separate components
are provided for in subheadings 4016.93.00, 7318.15.20, and 7325.99.10 of the
HTS, that have been found by the Department of Commerce to be sold in the

United States at LTFV.

Background

The Commission instituted this investigation effective February 9, 1993,
following a preliminary determination by the Department of Commerce that
imports of certain compact ductile iron waterworks fittings and accessories
thereof from the People’s Republic of China were being sold at LTFV within the
meaning of section 733(b) of the Act (19 U.S.Ci § 1673b(b)). Notice of the
institution of the Commission’s investigation and of a public hearing to be
held in connection therewith was given by posting copies of the notice in the
Office of the Secretary, U.S. International Trade Commission, Washington, DC,
and by publishing the notice in the Federal Register of March 10, 1993 (58
F.R. 13278). The hearing was held in Washington, DC, on July 8, 1993, and all
persons who requested the opportunity were permitted to appear in person‘or by

counsel.



VIEWS OF THE COMMISSiON

Based on the record in this final investigation, we determine that an
industry in the United States is threatened with material injury by reason of
imports of iron waterworks fittings from the People’s Republic of China that
the Department of Commerce (”Commerce”) has found to be sold at less than fair
value (”LTFV”).! We also determine that an industry in the United States is
materially injured by reason of LTFV imports of iron glands from China.?
Finally, we determine that a domestic industry in the United States is neither
materially injured nor threatened with material injury by reason of LTFV
imports of accessory packs from China.? |
I. Like Product*

To determine whether an industry in the United States is materially
injured or is threatened with material injury by reason of the subject
imports, the Commission must first define the ”“like product” and the
”industry.” Section 771(4)(A) of the Tariff Act of 1930 (the ”Act”) defines
the relevant domestic industry as “the domestic producers as a whole of a like
product, or those producers whose collective output of the like product

constitutes a major proportion of the total domestic production of that

product . . . .”3 1In turn, the statute defines ”like product” as ”a product

lCommissioners Brunsdale and Crawford do not join in this finding. See
Dissenting Views of Commissioner Brunsdale and Commissioner Crawford, infra.

2Commissioners Brunsdale and Crawford do not join in this finding. See
Dissenting Views of Commissioner Brunsdale and Commissioner Crawford, infra.

319 U.S.C. § 1673d(b)(1l). Material retardation of the establishment of
an industry is not an issue in this investigation.

“Commissioner Brunsdale does not join this portion of the opinion.

519 U.S.C. § 1677(4)(A).



which is like, or in the absence of like, most similar in characteristics and
uses with, the article subject to an investigation . R

The Commission’s iike product determinations are factual in nature, and
the Commission applies case-by-case the statutory standard of “like” or “most
similar in characteristics and uses”.’ Generally, the Commission disregards
minor variations among the articles subject to an investigation and looks for
clear dividing lines between possible like products.® While the Commission
accepts Commerce’s determination as to which imported articles are within the
class of merchandise sold at LTFV, the Commission determines which domestic
products are like the ones in.the class or classes defined Sy‘Commerce. The
Commission may define the domestically-produced like product more broadly than
the class of articles described by Commerce or may find two or more like
products corresponding to such a class.’

In this final investigation, Commerce defined the class or kind of

merchandise subject to investigation as follows:

€19 U.S.C. § 1677(10).

’Asociacion Colombiana de Exportadores de Flores, et al. v. United
States, 693 F. Supp. 1165, 1169 (Ct. Int’I Trade 1988)(”Asocoflores”). 1In

analyzing which domestic products are “like” the class or kind of imported
articles subject to investigation, the Commission considers factors including:
(1) physical characteristics and uses; (2) interchangeability of the products;
(3) channels of distribution; (4) customer and producer perceptions of the
products; (5) the use of common manufacturing facilities and production
employees; and where appropriate, (6) price. Generally, the Commission
requires “clear dividing lines among possible like products” and disregards
minor variations among them. See Torrington v. United States, 747 F. Supp.
744, 748-749 (Ct. Int’l Trade 1990), aff’d, 938 F. 2d 1278 (Fed. Cir. 1991).

8See S. Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979).

E.g., Algoma Steel Corp., Ltd. v. United States, 688 F. Supp. 639 (Ct.
Int’1l Trade), aff’d, 865 F.2d 240 (Fed. Cir. 1988), cert. denied, 109 S. Ct.

3244 (1989).




1) certain compact ductile iron waterworks (CDIW) fittings of 3 to
16 inches nominal diameter regardless of shape, including bends,
tees, crosses, wyes, reducers, adapters, and other shapes, whether
or not cement lined, and whether or not covered with bitumen or
similar substance, conforming to AWWA/ANSI specification
C153/A21.53, and rated for water working pressure of 350 PSI; and
2) certain CDIW fittings accessories which typically consist of a
standard ductile iron gland, a styrene butadiene rubber (SBR)
gasket, the requisite number of Cor-Ten steel or ductile iron T-
head bolts, and hexagonal nuts, for fittings in sizes 3 to 16
inches, conforming to American Water Works Association/American
National Standards Institute (AWWA/ANSI) specification
Cl11/A21.11, and rated for water working pressure of 350 PSI.
Gaskets, bolts and nuts are only included if they are imported as
an accessory pack with a gland. However, glands imported
separately are included in the scope of investigation.?!?

Waterworks fittings are pipe fittings used to join pipes and other
waterworks products in municipal water distribution systems. Products for use
in waterworks systems have traditionally been manufactured of cast iron, which

is available as gray iron or ductile iron.?

Waterworks fittings can also be
purchased in either full-bodied or compact designs. Compact fittings have a
shorter body design, or lay-length, and thinner walls than full-bodied
fittings and, therefore, are approximately half the weight of full-bodied
fittings. Because fittings are sold on the basis of weight, full-bodied
fittings generally are more expensive than compact fittings.!? All waterworks
fittings and accessories must conform to standards set by the American

Waterworks Association (AWWA) and the American National Standards Institute

(ANSI), the standards setting bodies for the waterworks industry.

1058 Fed. Reg. 37908 (July 14, 1993).
llgeport at I-5. Ductile iron is stronger, more flexible and more
resistant to corrosion and therefore is becoming increasingly popular with end

users.

12Report at I-5.



Waterworks fittings are used with certain accessories which attach the
fittings to pipes and other waterworks products. These accessories consist of
a standard ductile iron gla‘nd,13 a styrene butadiene rubber (”SBR”) gasket,

4 Accessories are

and a number of Cor-Ten steel or ductile iron T-head bolts.!
sold both separately and together in kits, called ”accessory packs,” Sut T-
head bolts, nuts, and gaskets are included in Commerce’s scope only when sold
as an ”accessory pack.”!® Iron glands, however, are included in the scopé
when sold separately.

In this final investigation we find three like products: (1) all iron
waterworks fittings; (2) all iron glands; and (3) accessory p;cks. In
defining the like products; we considered three principal like product issues:
(1) whether the like product corresponding to CDIW fittings includes full-
bodied fittings, gray iron fittings, and fittings over 16 inches in nominal

diameter; (2) whether iron glands are a separate like product or should be

included in the same like product as iron waterworks fittings or accessory

135 gland is a ring of metal used, along with other accessories, to
connect waterworks products to each other.

Y4The scope of this investigation includes two types of CDIW fittings,
mechanical joint fittings, which account for approximately 90 percent of
domestic consumption, and push-on fittings. Both are made of the same
materials and used for the same applications. Mechanical joint fittings use
four types of accessories while push-on fittings use only one accessory, a
rubber gasket.

15In the preliminary determination, the Commission found four separate
like products: (1) all iron waterworks fittings; (2) iron glands; (3) SBR
gaskets; (4) Cor-Ten steel or ductile iron T-head bolts and hexagonal nuts.
Preliminary determination at 11. We found the domestically-produced product
like the imported CDIW fittings to be all iron waterworks fittings and found
each type of accessory to be a separate like product. At petitioners’
request, Commerce amended the portion of its scope determination concerning
accessories after the Commission made its preliminary determination to remove
T-head bolts, nuts, and gaskets when sold separately. Glands, however, are
included in the scope as individual items. See 58 Fed. Reg. 37908 (July 14,
1993).



packs; and (3) whether fittings accessories when sold in an accessory pack are
a separate like product or are the same like product as either iron waterworks
fittings or iron glands. Petitioners argue that the Commission should find a
single like product consisting of CDIW fittings 16 inches and under in
diameter and glands and accessory packs for use with such fittings.
Respondents did not appear at the hearing or submit briefs in this final

investigation.

A. Whether the Like Product Corresponding to CDIW
Fittings Includes Other Types of Waterworks Fittings

@) Whether to Include Full-bodied Fittings in
the Like Product ’

In this final investigation, we include full-bodied ductile iron
waterworks fittings as well as CDIW fittings in the like product because they
have similar characteristics and uses, are interchangeable to some degree, are
produced using common manufacturing facilities and production employees, and
are sold through the same channels of distribution.

Compact and full-bodied fittings have many physical characteristics in
common. Both have essentially the same shape, but differ somewhat in design
and differ greatly in weight. As compared to compact fittings, full-bodied
fittings are far bulkier, thicker walled, heavier, and have a longer laying
length.'® Full-bodied fittings must conform to AWWA/ANSI’s C110 standard,
while compact fittings conform to a separate standard, AWWA/ANSI C153. The
two standards, however, provide that both full-bodied fittings and compact

fittings can be used with the same accessories, thus making them

6Tr. at 13.
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interchangeable with each other with respect to the configuration of their
joints.

Both compact and full-bodied fittings have similar end uses.!® Both are
sold in the market for construction of new municipal water systems and other
construction projects and in the replacement market. Whether compact or full-
bodied fittings are initially selected is often a matter of the preferences of
contractors and engineers, although there are certain situations in which it
is necessary to use either a full-bodied or compact fitting.!® For example,
certain heavy-duty applications, such as the constructioq of water systems in
earthquake zones, may require full-bodied fittings.?® _

Even petitioners concede that the two’types of fittings are

21

interchangeable, although not completely so. There is somewhat less

interchangeability with respect to fittings sold in the replacement market

7See American National Standard for Ductile-Iron and Gray-Iron Fittings,
3 in. through 48 in., for Water and Other Liquids and American National
Standard for Ductile-Iron Compact Fittings, 3 in. through 16 in., for Water
and other Liquids.

8Report at I-11. Producers of waterworks fittings generally indicated
full-bodied and compact fittings were physically different, but that the uses
of the two types of fittings are ”similar,” “identical,” or “the same.”
Report at Appendix C.

19Ty, at 87-88. While customers often have a preference for either
compact or full-bodied fittings, we note the Court of International Trade has
stated that “[i]f one has to choose a single basis upon which to make a like
product determination, consumer preference would seem to be a poor choice.”

Asociacion Colombiana de Exportadores v. United States, 693 F. Supp. 1165,
1168 (Ct. Int’1l Trade 1988).

20Ty, at 88 and 13. Other limits to interchangeability are that full-
bodied fittings cannot be used with a type of plastic pipe known as
polyvinalchloride or PVC pipe while compact fittings can. In addition, some
municipalities have not rewritten their specifications to allow the use of
CDIW fittings. Report at I-15 & Conference Tr. at 74-77.

21Ty, at 57.
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than in the market for new construction, becaﬁse the shorter lay lengths of
compact fittings may limit interchangeability if the water pipe in the system
is not also being replal.ced.z2

The channels of distribution for compact fittings and full-bodied
fittings are the same. Both are sold either through distributors known as

waterworks houses??

or to end users through a bidding process.

There is little difference in the process used to make the two types of
fittings. Machinery, equipment, and manufacturing employees ﬁsed to produce
the two types of fittings are similar or the same.2*

Although therg is evideﬁce to suggest that certain cﬁstomers perceive
compact and full-bodied fittings to be different, a number of purchasers

reported that the fittings were interchangeable with full-bodied fittings.

Moreover, approximately half indicated that they would consider switching in

22Ty, at 57; 64-65. However, petitioners testified at the hearing that
”“Replacements are often emergency repairs. And if the full-body fitting is
not in stock, you don’t let the water main wash the street away. So you go
ahead and replace it with what’s immediately available.” Tr. at 90.

23These distributors generally are not owned by or affiliated with
waterworks producers, but typically stock primarily the line of one producer.
Tr. at 22.

2%Report at Appendix C. Petitioners assert that production processes and
manufacturing facilities differ because the production of full-bodied fittings
is more labor intensive and expensive, because they are produced in lower
volume batch-type operations, while production of compact fittings is more
automated. Tr. at 15. Petitioners acknowledged, however, that it would be
possible for them to automate production lines for full-bodied fittings or to
retool existing automated lines to produce compact fittings manually.
Petitioners’ Post-Conference Brief at 14-15; Conference Tr. at 18 & 52. Six
of the seven producers stated that the machinery and equipment used to produce
the two types of products were the same, although three producers mentioned
different pattern and corebox equipment. Id.
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response to a sufficient change in the relative pfices of the two types of
fittings.?®

Because fittings are sold on the basis of weight, full-bodied ductile
iron fittings are more expensive than compact fittings of the same nominal
diameter.?® However, we do not find this factor to outweigh the other factors
that indicate that full-bodied fittings should be included within the like
product.

(2) Whether to Include Gray'Iron Fittings in the Like Product

In this final investigation, we include gray iron fittings in the like
product because they are interchangeable to some degree with ‘ductile iron
fittings, are produced using common manufacturing facilities and production
employees, and are sold through the same channels of distribution.

Both gray iron and ductile iron are used in municipal water systems

because of their strength and resistance to corrosion.?’

Gray iron was the
cast iron product initially used in such older systems, buﬁ ductile iron has
been replacing gray iron because ductile iron is stronger, lighter, and more
flexible.?® The differences in the physical properties of the two types of
iron are illustrated by the fact that for the three to twenty-four inch size

range, ductile iron fittings are rated for 350 psi working pressure while gray

iron fittings are rated for 150 to 250 psi working pressure.

25Questionnaire Responses.

25Report at Table 38.

2’Report at Appendix C.

28Report at Appendix C. Gray iron is produced by adding a closely

controlled amount of magnesium alloy to a molten iron of low phosphorous and
low sulfur content. Tr. at 12-13.
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U.S. producers generally reported that, while a compact ductile fitting
and a gray iron fitting of comparable size are interchangeable in most
applications, the CDIW fitting is likely to be the product of choice in new
construction because of its superior strength, higher pressure rating, and

2 Thus, customers often have preferences, but

greater ease of use.
nevertheless consider the two types of fittings somewhat interchangeable.

The production processes for gray iron and ductile iron fittings differ
primarily in the use of a different type of iron, although some producers
mentioned additional production steps and stricter quality control in
producing ductile iron fittings.3® Most domestic producers described the
machinery and equipment used in producing both types of fittings as generally
the same, although several mentioned the need for additional equipment to

! Petitioners argue that ductile iron fittings

produce ductile iron fittings.?®
production is more automated than that for gray iron fittings. This is a
result of the quantities of fittings produced, however, rather than an
intrinsic part of the production process.

The channels of distribution are the same for gray and ductile iron

fittings; the vast majority of each is sold through distributors, although

some are sold directly to end users through bidding.3? Because they are

2%Report at I-12.

30Report at Appendix C.

31Report at Appendix C.

32ps we note in our discussion of fittings over 16 inches in nominal

diameter, a greater proportion of large diameter fittings may be sold directly
to end users through bidding.
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heavier than ductile iron fittings, gray iron fittings generally are more
expensive than ductile iron fittings.3®

(3) Whether To Include Fittings Over 16 Inches in Nominal
Diameter In The Like Product

In this final investigation, we also include fittings over 16 inches
within the like product, because the size limits proposed by petitioners do
not constitute a sufficiently clear dividing line to warrant exclusion in
light of the similarities in the two types of fittings.3* While differences
exist with respect to price and possibly channels of distribution, and
fittings of different sizes are interchangeable to a limited_degree, the
similarities in production processes, physical characteristics and uses, and
customer and producer perceptions justify including them in the same like
product.33

The only difference iﬁ physical characteristics for waterworks fittings
above and below 16 inches in nominal diameter repo;ted by producers was the
difference in the size of the openings.?® The current AWWA/ANSI standard for
compact fittings does not include fittings over 16 inches in nominal diameter,

but the standard for full-bodied fittings does.®’

33Report at Table 38.

S4see, e.g., Polyethylene Terephthalate Film, Sheet, and Strip from Japan
and the Republic of Korea, Inv. Nos. 731-TA-458 and 459 (Final), USITC Pub.

2383 (May 1991).

35In previous investigations the Commission has been reluctant to draw
like product distinctions based on product size alone. See, e.g., Heavy

Forged Handtools from the People’s Republic of China, Inv. No. 731-TA-457
(Final), USITC Pub. 2357 (February 1991) at 7-8.

36Report at Appendix C.

%Compare American National Standard for Ductile-Iron and Gray-Iron
Fittings, 3 in. through 48 in., for Water and Other Liquids with American
National Standard for Ductile-Iron Compact Fittings, 3 in. through 16 in., for
Water and Other Liquids.
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Petitioners argue that waterworks fittings with a nominal diameter
greater than 16 inches have a different end use than fittings with a nominal

38 Most U.S producers and importers, however,

diameter of 16 inches of less.
reported that under 16 inch and over 16 inch waterworks fittings are used in
the same applications. One producer reported that the smaller sizes (6 to 8
inches) are used for distribution purposes, whereas the larger sizes (18-24
inches) are used‘for transmission or feeder lines. Two producers and one of
the importers reported that the job specifications determine the size of the
fitting used.®®

The interchangeability éf the various types of watefworks fittings is
generally determined by the éngineering specifications of the particular
project in which they are employed. There is some interchangeability between
fittings of roughly similar sizes. For example, by using a reducer fitting,
six-inch fitting might be used to replace an eight-inch fitting. The record
does not support a finding, however, that there is interchangeability between
any fittings that differ greatly in size, because of flow requirements.‘? 4!

Production processes for all sizes of waterworks fittings are very

similar, except that production lines producing the larger volume, smaller

38petitioners’ Prehearing Brief at 29.
3%Report at I-55 to I-56.
“%Report at I-11.

“lpetitioners allege that the larger sized fittings have different
channels of distribution, because waterworks up to 16 inches in nominal
diameter are sold through distributors, while pipes and fittings in diameters
greater than 16 inches often are sold for large, municipal public works
projects that are bid as a package consisting of pipes, fittings and
accessories. Report at I-16 to I-17; Tr. at 83.

[V
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fittings are more automated.*? Once again, the volume of the product
produced, however, is important in determining whether production will be
automated or performed manually.*?

Producers and customers perceive the two sizes similarly. Most of the
producers of waterworks fittings reported that fittings larger than 16 inches
in nominal diameter and smaller diameter fittings had similar physical

4 Fifteen out of twenty-one purchasers stated

characteristics and end uses.*

that iron waterworks fittings over 16 inches are used in the same applications

as are iron waterworks fittings with a diameter of 16 inches and under.*’
Because fittings are sold by weight, the prices for larger fittings are

¢ Nevertheless, due

generally much higher than for smaller diameter fittings.®
to the similarities in production processes, physical characteristics and

uses, and customer and producer perceptions, we include fittings over 16

inches in nominal diameter within the like product.

B. Whether Iron Glands Are a Separate Like Product or the Same Like
Product as Iron Waterworks Fittings

Petitioners urge the Commission to find that glands should be included

with iron waterworks fittings in a single like product.‘’ In light of their

“2But Cf. Butt-Weld Pipe Fittings from China and Thailand, Inv. Nos. 731-
TA-520 and 521 (Final), USITC Pub. 2528 (June 1992) (Commission found like

product to be limited to carbon steel butt-weld pipe fittings having an inside
diameter of less than 14 inches, in part because larger diameter fittings were
produced on significantly different machinery and equipment).

43Report at Appendix C.

“%Report at Appendix C.

“5Responses to purchaser questionnaires.

“éReport at Table 38.

47Tr. at 17 & 26-27.
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significant differences with respect to almost every like product factor, we
find that glands are a separate like product from waterworks fittings.
Waterworks fittings are used to join two or more pipes or to join pipes
to other waterworks products. Glands (and other accessories) are used to
secure those fittings to either the pipe or other waterworks products. Thus,
while their uses are related and complementary, their specific use is not the
same. In addition, glands are used to secure other waterworks products in
waterworks systems, such as valves and hydrants, as well as fittings. Glands
and fittings share certain physical characteristics because both are made from
either gray or ductile iron, but they have different shapeé,‘are very
different in appearance, #nd are covered by different AWWA/ANSI standards.®
In terms of physical characteristics and uses, therefore, there are more
differences than similarities between glands and waterworks fittings.
Fittings and glands (like other accessories) are not interchangeable,
but are sold through the same channels of distribution, i.e., through
waterworks distributors and directly to end users.?> Petitioners assert that
the vast majority of fittings and accessories are sold together as a
package,® but acknowledge that fittings are sometimes sold separately from
glands because distributors stock glands and other accessories separately.
Glands, like fittings, are cast in foundries on either automatic or

manual production lines.®” The production process for the glands, like that

84Glands and other waterworks fittings accessories are covered by the
AWWA/ANSI C1l11 standard while fittings must meet either the C110 or C153
standards.

85Report at I-12.

8Report at I-25.

87Report at I-19.
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for fittings, includes making the mold, and casting and finishing the

product . 88

Unlike fittings, however, glands are not lined with cement, but
may be coated with bitﬁmen to prevent corrosion. Five of the eight producers
of iron waterworks fittings also produce iron glands. However, only four
produce glands in the same establishment, and using the same production

equipment on which they produce fittings.®®

At least one producer of iron
glands does not produce waterworks fittings.?%°

The price differential for fittings and glands is quite large, with
fittings often priced approximately ten times higher than glands of
corresponding size.’! .

Based on the discussion above, we find iron glands to be a separate like
product from iron waterworks fittings. They have different physical
characteristics and uses, are not interchangeable, have different purchaser
and producer perceptions, and differ dramatically in price. In light of these
differences, we do not believe that the fact that they share certain

production processes or are sold through the same channels of distribution is

sufficient to warrant including them in the same like product.’? Because we

8Report at I-19.

8%Report at Table 1.

%%Report at Table 1.

%1See Report at Tables 27, 28, 29, 30, 32, & 33.

%2petitioners assert that a primary reason for including glands in the
same like product as fittings is that CDIW fittings cannot function properly
without iron glands. But see Digital Readout Systems and Subassemblies
Thereof from Japan, Inv. No. 731-TA-390 (Final), USITC Pub. 2150 (January
1989) (Commission rejected petitioners’ argument that two products used
together constituted a single like product when both products were subject to
investigation).
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included gray iron fittings in the fittings like product, we also include gray

iron glands in the like product consisting of iron glands.

C. Whether Accessory Packs Are a Separate Like Product or

the Same Like Product as Iron Waterworks Fittings or
Iron Glands

In light of their significant differences in physical characteristics
and uses, lack of interchangeability, and differences in production processes,
customer and producer perceptions and price, we find that accessory packs are
a separate like product from either iron glands or iron waterworks fittings.®
Accessory packs are packages containing all of the items needed to attach the
waterworks fitting to a water'line. Accessory packs and élands share certain
physical characteristics because the accessory pack includes a gland. An
accessory pack, however, has certain additional physical characteristics
because it includes other items, ;ég*, T-head bolts, nuts and a gasket.“ All
of the items have the same general “use” in that they are all used to attach
waterworks fittings to other waterworks products, but all of the items have
different functions in making the connection. Thus, glands and accessory
packs are not interchangeable.

Both glands and accéssory packs generally are sold through either
waterworks distributors or directly to end users. Glands that ultimately will

be packaged in accessory packs, however, may be sold to packaging companies or

93As the discussion makes clear, accessory packs are no more “like” iron
waterworks fittings than are iron glands. Accordingly, we direct our
attention to the similarities and differences between accessory packs and
glands.

9%The specifications for all of the accessories are included in the same
AWWA/ANSI standard. Report at I-7.
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to other fittings manufacturers before they are sold either to distributors or
end users.®’

For accessory packs and iron glands, there is some degree of overlap in
manufacturing processes and equipment with respect to the manufacture of

6 Accessory packs, however, also contain steel nuts and bolts and a

glands.®
rubber gasket. Completely different production equipment and processes are
necessary for the production of such nuts, bolts, and gaskets. Accessory
packs’also require some degree of assembly. The price of a gland is generally
between 50 and 70 percent of the price of an accessory pack.®’
II. Domestic Industries |

In this final investigation we find three domestic industries
corresponding to the three like products: the domestic producers of (1) iron
waterworks fittings, (2) iron glands, and (3) accessory packs. We now address
whether a particular producer of iron waterworks fittings and glands should be
excluded from those domestic industries as a related party.- Secondly, we
address the issue of who are the domestic producers of accessory packs.

A. Related Parties

The related parties provision, section 771(4)(B) of the Tariff Act of
1930, allows for the exclusion of certain domestic producers from the domestic
industry for the purposes of an injury determination. Applying the provision

involves two steps. First, the Commission must determine whether a domestic

producer meets the definition of a related party. If a producer is ”“related”

%5Conference Tr. at 54; Questionnaire Responses.

%See previous section for discussion of the production processes for
glands.

%7Report at I-42.
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under section 771(4)(B), the Commission then-determines whether ”“appropriate
circumstances” exist to exclude that producer from the definition of the
domestic industry.®® Exclusion of a related party is within the Commission’s
discretion based upon the facts presented in each investigation.®®

In this investigation, one producer of iron fittings and glands shares
common ownership of a waterworks distributor with an importer of subject CDIW
fittings from China, and also purchases subject iron glands from that
importer.!®® This producer is thus a related party in the fittings and gland
industries. We therefore must decide whether appropriate circumstances exist
to exclude it from the domestic industries producing iron Qaterworks fittings
or iron glands.

According to information collected in this investigation, this producer
accounted for a small percentage of total U.S. iron waterworks fittings
production and iron gland production over the period of investigation; thus
neither its inclusion in nor exclusion from the domestic industry will skew

01

the overall industry data.? There also is no evidence to suggest that it

9819 U.S.C. § 1677(4)(B).

99See Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’1l
Trade 1992), aff’d, Nos. 92-1383 and -1392 (Fed. Cir., Mar. 5, 1993); Sandvik

AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l Trade 1989), aff’d
without opinion, 904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United
States, 675 F. Supp. 1348, 1352 (Ct.Int’l Trade 1987). The rationale for the
related parties provision is the concern that domestic producers that are
related parties may be in a position that shields them from any injury that
might be caused by the imports. See S. Rep. No. 249, 96th Cong., 1lst Sess. 83
(1979). Thus, including these parties within the domestic industry would
cause the industry to appear healthier than it in fact is. See, e.g.,
Sandvik, 721 F. Supp. at 1331-32 (related party appeared to benefit from
dumped imports).

100Report at I-17, n. 39

10lQuestionnaire Responses.
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has been shielded from any detrimental effects-of LTFV imports from China as a
result of its related party status. We therefore decline to exclude this
producer from either tﬁe domestic industry producing iron waterworks fittings
or the domestic industry producing iron glands.

B. Domestic Industry Producing Accessory Packs

No producer of either waterworks fittings or glands currently produces
all the articles contained in an accessory pack and only one producer actually
assembles accessory packs. We therefore must consider: (1) whether the
manufacturers of the articles contained in the accessory packs, and (2)
whether the companies that,paékage such articles, are partvof the domestic
industry producing accessory'packs. We include the producers of iron glands,
T-head bolts, and SBR gaskets in the domestic industry producing accessory’

102 However,

packs because we find them to be engaged in domestic production.
we decline to include packaging companies within the domestic industry because
we find that their activities do not constitute production.

In deciding whether a firm qualifies as a @omestic producer, the

Commission has analyzed the overall nature of a firm’s production-related

activities in the United States.!®® Information eollected in this

192Because it has not been possible to aggregate trade data for the
producers of the accessory packs, we have discussed the various segments of
the industry producing accessory packs separately. By doing so we do not
intend to suggest that individual accessories constitute separate like

products. Compare Uranium for the U.S.S.R., Inv., Ne. 731-TA-539
(Preliminary), USITC Pub, 2471 (December 1991), at 18; Certain Telephone

Systems and Subassemblies Thereof From Japan and Taiwan, Inv. Nos. 731-TA-426
and 428 (Final), USITC Pub. 2237 (November 1989) at 17-25.

103gpecifically, the Commission has examined such factors as: (1) the
extent and source of a firm’s capital investment; (2) the technical expertise
involved in U.S. production activity; (3) the value added to the product in
the United States; (4) employment levels; (5) the quantities and types of
parts sourced in the United States, and (6) any other costs and activities in
the United States directly leading to production of the like product,
including where production decisions are made. E.g., DRAMs of One Megabit and
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investigation reveals that, for accessory paéks for 6 or 8 inch CDIW fittings,
the glands accounted for between 50 and 70 percent of the purchase price.%
T-head bolts and the SER gasket together account for most of the remainder of
the price.0

Producers of fittings and glands generally purchase rubber gaskets,
bolts and nuts from unrelated producers. They then sell or send on
consignment the individual items to a packaging company which assembles the
components into accessory packs and returns the completed accessory pack to

the fittings producer.1%

Packaging companies generally supply only labor and
packaging materials, which make up a small percentage of the cost of the
accessory pack.?’

Thus, we find that the mere packaging of purchased components into an

accessory pack is a relatively minor finishing operation and does not involve

Above from the Republic of Korea, Inv. No. 731-TA-556 (Preliminary), USITC
Pub. 2519 (June 1992) at 11-12. The Commission has emphasized that no single
factor -- including value added -- is determinative, and that value added
information becomes more meaningful when other production activity indicia are
taken into account. See, e.g., Color Television Receivers from the Republic
of Korea and Taiwan, Inv. Nos. 731-TA-134 and 135 (Final), USITC Pub. 1514
(May 1984) at 7, 8. The Commission also has stated that it will consider any
other factors it deems relevant in light of the specific facts of any

investigation. Erasable Programmable Read Only Memories from Japan, Inv. No.
731-TA-288 (Final), USITC Pub. 1927 (Dec. 1986).

104Report at I-42.

105Three of the producers of standard ductile iron glands sell accessory
packs along with CDIW fittings. One ductile iron gland producer sells its
fittings with glands, but does not sell accessory packs. Only one gland
producer assembles accessory packs, and no domestic gland producer currently
produces nuts, bolts or gaskets contained in the packs.

06conference Tr. at 54; questionnaire responses.

1077e note that the number of employees engaged in packaging operations
is also relatively small.
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sufficient production-related activity to warrant inclusion of accessory pack
assembly operations in the domestic industry.
III. Condition of the Domestic Industries

In determining whether the domestic industry is materially injured by
the LTFV or subsidized imports from the subject countries, the Commission
considers all relevant economic factors which have a bearing on the state of
the industry in the United States. These include output, sales, inventories,
capacity utilization, market share, employment, wages, productivity, profits,
cash flow, return on investment, ability to raise capital and research and
development. No single factor is determinative, and the Coﬁmission considers
all relevant factors ”within the business cycle and conditions of competition

»108

distinctive to the affected industry. In evaluating the condition of the

domestic industry, we look at the domestic industry as a whole.1%?

A. Condition of the Domestic Iron Waterworks Fittings Industry

A condition of competition in this industry is that the demand for iron

waterworks products depends upon the level of construction and replacement of

5.110

municipal water distribution system Over the period of investigation

there is evidence of fewer housing starts and delayed funding for capital

111

spending projects by municipalities. Consequently} the iron waterworks

1081_d_.

10%Jelded Steel Pipe from Malaysia, Inv. No. 731-TA-644 (Preliminary),
USITC Pub. 2620 (April 1993) at 19-20 and n.79 (“The Commission may take into
account the departures from an industry or the unique circumstances of
individual companies, but ultimately must assess the condition of the industry
as a whole, and not on a company -by-company basis.”), citing, Metallverken
Nederland B.V. v. United States, 728 F. Supp. 730, 735 (Ct. Int’l Trade 1989).

110pc-Q-087 at 18.

Nlpeport at I-23.
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fittings industry experienced an overall decline in consumption over the
period of investigation, although consumption did increase somewhat from 1991
to 1992.112

A second condition of competition is an increase in the sales of CDIW
fittings relative to sales of all other types of iron waterworks fittings.!13
The percentage of units of waterworks fittings shipped by U.S. producers
represented by CDIW fittings not over 16 inches in nominal diameter increased
over the period of investigation, as did the volume of subject LTFV Chinese
imports, which are exclusively CDIW fittings not over 16 inches in diameter.

All waterworks fittings were full-bodied fittings until‘CDIW fittings
were introduced in the 1970s. Many municipal water authorities and other
users of waterworks products did not rewrite their specifications to allow the
use of CDIW fittings, however, until 1984, when the AWWA/ANSI promulgated a
new standard (Cl53) for compact fittings. Since the time this standard went
into effect, CDIW fittings have gained much wider acceptancerand are raﬁidly
replacing full-bodied fittings in the market. Imports of CDIW fittings first
entered the market in significant quantities in the mid-1980s.!

Evidence collected in this investigation indicates that the domestic
industry’s production, capacity utilization, shipments, and share of
consumption each declined over the period of investigation. Apparent
consumption by quantity of all iron waterworks fittings declined by 12.8
percent from 1990 to 1991. Apparent cdnsumption then rose by 6.2 percent from

1991 to 1992, resulting in an overall decrease of 7.3 percent over the three-

112peport at Table D-1.
113peport at appendix C; Report at I1-23.

141y, at 18-20.
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year period. - Apparent consumption was 2.4 percent lower in interim 1993
compared with interim 1992.1%3

At the same timelthat apparent consumption decreased, U.S. producers’
market share measured by quantity also decreased, falling from 96.7 percent in-
1990 to 90.0 percent in 1992. U.S. producers’ share of apparent consumption
was 88.3 percent in interim 1993 compared with 91.8 percent in interim
1992.116

Domestic production of iron waterworks fittings declined from 194.5
million pounds in 1990 to 160.2 million pounds in 1991, then increased to
171.8 million pounds in 1992,lresulting in an overall decrease of 11.6 percent
from 1990 to 1992.17 Domestic production was 38.9 million pounds in interim
1993 compared with 45.2 million pounds in interim 1992.1*% From 1990 to 1992,
U.S. producers’ capacity increased by 1.4 percent. However, U.S. producers’
capacity utilization fell by 9.1 percent over the same period and fell further
from interim 1992 than to interim 1993.1%° |

U.S. producers’ domestic shipments of waterworks fittings declined from

187.9 million pounds in 1990 to 158.5 million pounds in 1991.!2° Such

115Report at Table D-1. By value, apparent consumption decreased by 4.9
percent from 1990 to 1991 and increased from 1991 to 1992 by 16.2 percent.
Apparent consumption was 9.5 percent higher in interim 1993 compared with
interim 1992.

116Report at Table D-1. By value, U.S. producers’ share of apparent
consumption declined from 97.0 percent in 1990 to 92.8 percent in 1992 and
fell from 94.1 percent in interim 1992 to 92.4 percent in interim 1993. Id.

117Report at Table D-1.

118Report at Table D-1.

11%Report at Table D-1.

120peport at Table 6.
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shipments increased by 2.3 percent to 162.1 million pounds in 1992, resulting
in an overall decrease of 13.7 percent for the three-year period. Such
shipments were 34.8 miilion pounds in interim 1993 compared with 36.8 miilion
pounds in interim 1992.1%

U.S. producers’ inventories of all waterworks fittings declined from
56.8 million pounds in 1990 to 51.4 million pounds in 1992, resulting in a
decrease of 9.5 percent over the three-year period. Inventories were 53.3
million‘pounds in interim 1993 compared with 57.4 million pounds in interim
1992.122 The ratio of inventories to shipments increased from 1990 to 1991,
but decreased from 1991 to 19§2 and was lower in interim 1993 compared with
interim 1992.

The number of production workers, hours worked and the level of total
compensation also decreased from 1990 to 1992.12° The value of U.S.
producers’ net sales of waterworks fittings decreased from $158.6 million in
1990 to $144.3 million in 1991, but then increased to $157.3 million in 1992
and was $35.1 million in interim 1993 compared with $33.6 million in interim
199212

The cost of goods sold (”COGS”) decreased from $149.8 million in 1990 to
$131.7 million in 1991, then increased to $143.0 million in 1992, resulting in

an overall decrease of 4.6 percent. COGS was $31.5 million in interim 1993

12lpeport at Table 6. By value U.S. producers’ domestic shipments also
decreased from 1990 to 1991 and increased from 1991 to 1992. Those shipments,
however, increased by 1.0 percent over the three year period. Shipments by
value were higher in interim of 1993 compared with interim 1992.

122Report at Table D-1.

123Report at Table 10.

12peport at Table D-1.
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compared with $30.3 million in interim 1992. Unit COGS increased over the
three-year period of investigation from $0.81 in 1990 to $0.82 in 1991 and to
$0.85 in 1992. Unit COGS was $0.87 in interim 1993 compared with $0.79 in
interim 1992. COGS as a percentage of sales decreased from 94.4 percent in
1990 to 91.3 percent in 1991 and further decreased to 90.9 percent in 1992125
Operating income rose from an operating loss of ($2.7 million) in 1990
to a profit of $35,000 in 1991, then further increased to $1.3 million in
1992. Operating income was $108,000 in interim 1993 compared with $185,000 in
interim 1992. Operating income as a percentage of net sales, while remaining
low, improved somewhat over the three-year period, rising ffdm a loss of (1.7)
" percent in 1990, to less‘tﬁan 0.05 percent in 1991 and then to 0.8 percent in
1992. This ratio was 0.3 percent in interim 1993 compared with 0.6 percent in
interim 1992. Operating losses were incurred by five domestic producers on
their iron waterworks fittings operations in 1990, three producers in 1991,
and four producers in 1992.1%¢ The domestic industry's.capifal expenditures
were $6.8 million in 1990, $12.8 million in 1991 and $4.0 million in 1992.
Such expenditures were $0.7 million in interim 1993 compared with $1.9 million

in interim 1992 127 128

125Report at Table D-1. Selling, general and administrative expenses
(”SG&A”), however, increased by 13.5 percent over the three year period and
were 11.4 percent higher in interim 1993 compared with interim 1992. Id.

126Report at Table 13.

127Report at Table D-1.

128pased upon examination of the relevant statutory factors and the
unique conditions of competition for this industry, Chairman Newquist and

- Commissioner Rohr conclude that the industry is currently experiencing
material injury.
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B. Condition of ‘the Domestic Industry Producing Iron Glands

Iron glands are .used almost exclusively with waterworks products
including fittings, water pipe, vaives, and hydrants.!?® Glands, like
fittings, afe sold in both the new construction market and the replacément or
repair market.!® |

While glands sometimes are sold by pro4ucers directly to end users in
conjunction with fittings, the Qaét majority of glands sold in the United
States, whether doméstically produced or imported, are sold through waterworks
houses. Iron glands intended for use with waterworks fittings are shipped to
distributor customers in lgose form (i.e., separate from fittings) or as part
of an accessory pack. 3! ‘A small percentage of glands, however, is also sold
by gland producers to other domestic producers of waterworks fittings that do
not produce either glands or accessory packs . 132

Unlike fittiﬁgs; apparent ﬁ.S.'consumption'of iron glands by quantity -
increased over the périod of investigation, decreasing by~12.6 percent from
1990 to 1991; then increasing by 25.9'percenf from 1991 to 1992, resulting in

an overall increase of 10 percent. Consumption was 21.1 percent higher in

interim 1993 compared with interim 1992.1% U.S. producers’ share of such

12%Report at I-17. A given fitting may use from two to four glands.

130Report at I-17.

13lReport at I-24.

132peport at 1-24 to I-25.

13%Report at Table D-8. By value, consumption decreased by 5.9 percent
from 1990 to 1991, then increased by 22.6 percent in 1992, resulting in an
overall increase of 15.4 percent over the three year period. Consumption of

iron glands by value was 16.5 percent higher in interim 1993 compared with
interim 1992.
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134 By

consumption, however, decreased throughout the period of investigation.
quantity U.S. producers’ market share decreased froxﬁ 97.9 percent in 1990 to
92.5 percent in 1992 anrl was 92.0 oercent Ain interim 1993 compared with 92.2
percent in interix'n 1992 .13 |

i)omestic production of iron giands felll by 9.5 percent from 1990 to
1991, then rose by 5.9 percent in 1992, resulting in an overall decrease of
4.2 percent over the three year period. Domestic production was higher in
interim 1993 con;pared with interim 1992.1% U.s. .producers' average capacity

also rose throughout the period of investlgatlon 187

U S. producers’ rate of
capac1ty utlllzatlon, however fell 31gn1f1cantly from 1990 to 1992 and then
dropped further in interim 1993, as compared to 1992.138

The quantity of domestic oroducers' U.S. ehipments of iron glands
decreased by 16.9 percent from 1990 to 1991, then increased by 25.1 percent in
1992, resulting in an overall increase of 4.0 percent over the three year

period. Such shiﬁments were 21.0 percent higher in interim 1993 compared with

interim 1992.1%° The average unit value of such shipments, however, decreased

134peport at Table D-8.

135Report at Table D-8. By value, U.S. producers’ share of apparent
domestic consumption declined from 97.8 percent in 1990 to 92.8 percent in
interim 1993.

136Report at Table D-8.

137Report at Table D-8.

13%geport at Table D-8.

13%Report at Table D-8. By value, U.S. producers shipments also

decreased from 1990 to 1991, increased from 1991 to 1992 and were hlgher in
interim 1993 compared with interim 1992 . . :
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from 1990 to 1992, but were higher in interim 1993 compared with interim
1992140
U.S. producers’ inventories of iron glands rose by 30.0 percent over the

three year period of investigation.!%!

From interim 1992 to interim 1993, the
level of such inventories fell by slightly over 1 percent. The ratio of
inventories to production and inventories to shipments increased from 1990 to
1991, then declined from 1991 to 1992 and was lower in interim 1993 compared
with interim 1992.1%2

The number of production and related workers'employed in the U.S.
establishments producing iron.glands fell by 12 percent frém-1990 to 1991 and
fell an additional 4.3 percent from 1991 to 1992. The number of such workers
was 24.9 percent higher in interim 1993 compared with interim 1992, but
remained at a lower level than in 1990143

The value of net sales of glands increased by 6.4 percent from 1990 to
1991, then decreased by 4.4 percent from 1991 to 1992, resuiting in an
increase of 1.7 percent over the three year period. The value of net sales
was 32.8 percent higher in interim 1993 compared with interim 1992.1%¢

COGS increased from 1990 to 1992 by 6.9 percent and was 28.4 percent

higher in interim 1993 compared with interim 1992. The ratio of COGS to sales

increased from 1990 to 1992, but was lower in interim 1993 compared with

140Report at Table D-8.
l4lReport at Table 9.

l42Report at Table D-8.
l43Report at Table D-8.

l44Report at Table D-8.
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interim 1992. *5 The level of SG&A expenses increased by 17.3 percent from
1990 to 1992 and was 23.8 percent higher in interim 1993 compared with interim
1992 148 |

The indicators of financial performance for the domestic industry
producing iron glands worsened and the industry experienced operating losses
throughout the period of investigation. The magnitude of such losses
increased by 644.2 percent over the three year period. The level of losses
was 46.0 percent lower in interim 1993 compared with interim 1992.'*’ The
domestic industry’s operating income as a percentage of net sales was negative
throughout the period of investigation, with the magnitude of industry losses
increasing over the three year period. Such losses were less severe in
interim 1993 compared with interim 1992 148 149

The level of capital expenditures increased from 1990 to 1991, then fell
in 1992. Such expenditures were 60.1 percent lower in interim 1993 compared

with interim 1992.130

C. Condition of the Domestic Industry Producing Accessory Packs
As discussed above, the domestic industry producing accessory packs is

composed of the domestic producers of iron glands, the domestic producers of

145peport at D-8.

l46Report at Table D-8.

147Report at Table D-8.

148Report at Table D-8.

149Based upon examination of the relevant statutory factors and the
unique conditions of competition for this industry, Chairman Newquist and
Commissioner Rohr conclude that the industry is currently experiencing

material injury.

150Report at Table D-8.
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s.151  The condition of

T-head bolts, and the domestic producers of SBR gasket
the domestic industry producing iron glands is discussed above and the
condition of domestic producers of gaskets and T-head bolts follows.
1. Producers of SBR Gaskets
By volume domestic production of SBR gaskets decreased by 40.1 percent

n.}® The capacity utilization of

over the three-year period of investigatio
gasket producers also decreased. Domestic producers’ U.S. shipments by
quantity decreased from 1990 to 1992, as did end-of-period inventories, and
productivity.!%3

The value of net sales of SBR gaskets decreased from 1-990 to 1992. COGS
also decreased from 1990 to 1992, as did SG&A expenses.® Operating income
fell from 1990 to 1992. COGS as a percentage of sales increased from 1990 to
1991, then decreased in 1992. Operating income as a percentage of sales was
lower in 1991 compared with 1991 and then increased in 199‘2.155 Capital

expenditures dropped from 1990 to 1991, then rose in 1992.1%¢

151The Commission collected data from only those producers of bolts and
gaskets that produce such products specifically for waterworks. From the
limited information collected in this investigation, only a few producers make
such products and those that do, do so exclusively for the waterworks
industry. For purposes of this investigation, such information is the best
information available but our decision to use such information does not imply
that on a fuller record we would find such products to be separate and
distinct from other fasteners or other rubber gaskets.

132peport at Table D-16.
153Report at Table D-16.
134Report at Table D-16.
155Report at Table D-16.

13%6Capital expenditures were lower in interim 1993 compared with interim
- 1992.
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2. Producers of T-Head Bolts

By quantity, domestic production of T-head bolts increased by 42.6
percent from 1990 to 19§1 and by 98.0 percent from 1991 to 1992, resulting in
an overall increase of 182.5 percent over the three year period. U.S.
producers’ capacity utilization increased by 6.0 percent from 1990 to 1991 and
increased by 56.8 percent from 1991 to 1992.' U.S. producers’ shipments by
quantity also increased greatly from 1990 to 1992 (235.6 percent).!®®

End-of-period inventories decreased from 1990 to 1991, then increased
from 1991 to 1992, resulting in an overall increase for the three-year
period.!®® The number of prodﬁction workers, hours worked and total
compensation increased from 1990 to 1992.160

The value of net sales increased by 24.9 percent from 1990 to 1992.16!
By quantity, net sales increased by 235.6 percent. Operating income as a
percentage of net sales decreased from 1990 to 1991, then increased in

1992. 162 163

157Report at Table D-15.

158y value, U.S. producers’ shipments increased by 233.3 percent from
1990 to 1992.

15%Report at Table D-15.

160Report at Table D-15.

16lReport at Table D-15.

162Report at Table D-15.

163Based upon examination of the relevant statutory factors and the
unique conditions of competition in this industry, including the three

q

distinct segments of the industry, Chairman Newquist and Commissioner Rohr

conclude that the industry producing accessory packs is currently experiencing
material injury.
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IV. Material Injury By Reason of LTFV Imports

In determining whether a domestic industry is materially injured by
reason of the imports as to which Commerce has made affirmative
determinations, the statute directs the Commission to consider in each case:

(I) the volume of imports of the merchandise which is the subject
of the investigation;

(II) the effect of imports of that merchandise on prices in the
United States for like products, and

(III) the impact of imports of such merchandise on domestic

producers of like products, but only in the context of production

operations within the United States . . . .16

In making its determinafion, the Commission may consider ”such other
economic factors as are relevant to the determination . . .” but must explain
why they are relevant.®® Although we may consider information that indicates
that injury to the industry is caused by faqtors other than the LTFV imports,
we do not weigh causes.®® The Commission need not determine that imports are
”167

~the principal, a substantial or a significant cause of material injury.

Rather, a finding that imports are a cause of material injury is

sufficient 168 169 170

16419 U.S.C. §1677(7)(B)(i).
16519 U.S.C. § 1677(7)(B).

166Ccitrosuco Paulista S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct.
Int’l Trade 1988); Encon Industries Inc. v. United States, Slip Op. 92-164 at
4 and 5 (Ct. Int’l Trade, September 24, 1992).

1675, Rep. No. 249, 96th Cong., lst Sess. 57, 74 and 75 (1979)(”Any such
requirement has the undesirable result of making relief more difficult to
obtain for industries facing difficulties from a variety of sources,
industries that are often the most vulnerable to less-than-fair-value

imports.”).

168g g., Metalverken Nederland, B.V. v. United States, 728 F. Supp. 730,
741 (Ct. Int’l Trade 1989); Citrosuco Paulista S.A. v. United States, 704 F.

Supp. 1075, 1101 (Ct. Int’l Trade 1988).




36

A. No Material Injury By Reason of LTFV Imports of Iron
Waterworks Fittings'’! 172

1¥%yice Chairman Watson notes that the courts have interpreted the
statutory requirement that the Commission consider whether there is material
injury ”by reason of” the subject imports in a number of different ways.
Compare, e.g., United Engineering & Forging v. United States, 779 F. Supp.
1375, 1391 (Ct. Int’1l Trade 1989)(”rather it must determine whether unfairly-
traded imports are contributing to such injury to the domestic industry. Such
imports, therefore, need not be the only cause of harm to the domestic
industry” (citations omitted)); Metallverken Nederland B.V. v. United States,
728 F. Supp. 730, 741 (Ct. Int’l Trade 1989)(affirming a determination by two
Commissioners that ”“the imports were a cause of material injury”); USX
Corporation v. United States, 682 F. Supp. 60, 67 (Ct. Int’l Trade 1988) (”any
causation analysis must have at its core, the issue of whether the imports at
issue cause, in a non de minimis manner, the material injury to the industry .

.ll) .

Accordingly, Vice Chairman Watson has decided to adhere to the standard
provisions, which state that the Commission must satisfy itself that, in light
of all the information presented, there is a ”“sufficient causal link between
the less-than-fair-value imports and the requisite injury.” S. Rep. No. 249,
96th Cong., lst Sess. 75 (1979).

70Commissioner Brunsdale and Commissioner Crawford note that the statute
requires that the Commission determine whether a domestic industry is
“materially injured by reason of” the allegedly LTFV imports. Many, if not
most, domestic industries are subject to injury from more than one economic
factor. Of these factors, there may be more than one that independently is
causing material injury to the domestic industry. It is assumed in the
legislative history that the ”“ITC will consider information which indicates
that harm is caused by factors other than the less-than-fair-value imports.”
S. Rep. No. 249 at 58, 75. However, the legislative history makes it clear
that the Commission is not to weigh or prioritize the factors that are
independently causing material injury. Id. at 57, 74; H.R. Rep. No. 317 at
47. The Commission is not to determine if the allegedly LTFV imports are “the
principal, a substantial or a significant cause of material injury.” S. Rep.
No. 249 at 57, 74. Rather, it is to determine whether any injury “by reason
of” the allegedly LTFV imports is material. That is, the Commission must
determine if the subject imports are causing material injury to the domestic
industry. “When determining the effect of imports on the domestic industry,
the Commission must consider all relevant factors that can demonstrate if

unfairly traded imports are materially injuring the domestic industry.” S.
Rep. No. 71, 100th Cong., 1lst Sess. 116 (1987) (emphasis supplied).

Ylyice Chairman Watson and Commissioner Nuzum do not join in this
discussion.

Y2Commissioners Brunsdale and Crawford do not join this portion of the
Commission’s opinion. See their dissenting views.
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The subject imports of iron waterworks fittings more than doubled from
1990 to 1992 and declined significantly from interim 1992 to interim 1993.173
However, despite the rapid 1990 to 1992 increase, such imports achieved a
relatively small percentage of domestic consumption.

The volume of subject imports as a share of apparent domestic
consumption of iron waterworks fittings increased from 2.4 percent in 1990 to
6.6 percent in 1992 and was 6.5 percent in interim 1993 as compared to 5.3
percent in interim 1992.Y7% Conversely, ﬁ.S. producers’ market share fell
from 96.7 percent in 1990 to 93.5 percent in 1991 and declined to 90.0 percent
in 1992.%75 U.S. producers’ market share continued to fallvin interim 1993
when it was 88.3 as compared with 91.8 in interim 1992.

Pricing data suggest that LTFV imports from China, imported in the
quantities reported during the period of investigation, did not have
significant price suppressing effects on the domestic industry prodﬁcing iron
waterworks fittings during this period. The prices of both the domestic and
imported fittings generally rose over the period of investigation.’® The
imported Chinese products, however, were priced below the domestic product in
33 of 39 possible price comparisons.!’”” In spite of this underselling,
however, the financial condition of the domestic industry improved somewhat

over the period of investigation while the volume of LTFV imports increased.

173Report at Table 23.
174Report at Table 25.

175Report at Table 25. U.S. producers’ market share by quantity was also
3.5 percentage points lower in interim 1993 than in interim 1992.

176Report at Tables 27, 28, and 29.

177Report at Table 36.
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Thus, although it is a close question, we find that the current volume
‘of LTFV imports, while increaéing rapidly, has not had a sufficient impact on
the domestic industry'as a whole to warrant a finding that the domestic
industry producing iron waterworks fittings is currently sﬁffering material
injury by reason of LTFV imports.

B. Material Injury by Reason of LTFV Imports of Iron Glands

The quantity of subject imports of iron glands increased nearly four-
fold over the three-year period of investigation. By value, such imports rose
nearly fivefold over the same period.!”® By quantity, the market share of
U.S. shipments of subject iron glands rbse from zero percent in 1990 to 4.9
percent in 1992. By value, it rose from zero percent in 1990 to 4.1 percent
in 1992.Y7° Subject imports’ market share was 1.1 percent by quantity in
interim 1993 as compared to 6.3 percent in interim 1992.18% VWe find the
volume of those imports to be significant.

Evidence collected in this investigation indicatés that price

competition is relatively important in the market for iron glands, as in the

81

market for iron waterworks fittings.1 Most of the responding purchasers

reported that the quality of the domestic and Chinese product is similar,?!®?

178Report at Table 24. The quantity and value of subject imports
declined significantly from the interim 1992 period to the interim 1993
period. 1Id.

175Report at Table 26.

180peport at Table 26. By value, market share was &4 percentage points
lower in interim 1993 than in interim 1992.

18lReport at Table I-65 to I-66. When asked to rank in order of
importance the major factors they considered in deciding from whom to purchase
iron waterworks fittings and accessories, purchasers mentioned quality most
frequently as an important factor. Price and availability, however, were
given almost as often.

182peport at I-66, no.95.
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and we note that both imported and domestic giands must conform to AWWA/ANSI
standards.

Price data collecﬁed in this investigation reveal that there has been a
significant degree of underselling by the subject imports. Such data show
that the imported Chinese products were priced below the domestically-produced
products in 24 of 26 comparisons.183

The record in this investigation indicates that LTFV imports of iron
glands from China have had significant price suppressing effects. As noted
earlier, the data concerning the industry’s performance showed operating
losses throughout the period Qf investigation despite an increase in shipments
and net sales.

Much of the decline in operating income appears to be attributable to
increases in the industry’s COGS that were greater than the increases in net
sales. The fairly widespread underselling by the LTFV imports, in conjunction
with price competition in this market and the increase ih costs of production
for the domestic industry is evidence that the imports suppressed prices to a
significant degree. Moreover, LTFV imports of the subject glands from China
captured a larger portion of the incféase in domestic consumptioh than did the
domestic industry, which is reflected in the industry’s relatively low levels
of capacity utilization and decreasing employment. Thus, notwithstanding some
positive indicators of industry performance, such as an increase in shiéments,
we conclude that the LTFV imports of iron glands contributed to significant

price suppression and adversely affected the industry by depriving it of a

183Report at Table 37. While direct price comparisons were possible only
for glands for use with small diameter CDIW fittings, we note that this is a
substantial segment of the market and one that is growing in importance.
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significant portion of an increase in consumption, both of which are reflected
in the weakened financial condition of the industry.

Critical Circumstances -

Commerce found, based on the best information available (BIA), that
critical circumstances exist with respect to all imports from China.!® When
Commerce makes an affirmative determination with respect to critical
circumstances, the Commission must determine, for each domestic industry for
which it makes an affirmative injury determination, “whether retroactive
imposition of antidumping duties on the merchandise appears necessary to
prevent recurrence of mgterial injury that was caused by massive imports of

~#185  An affirmative

the merchandise over a relatively short period of time.
critical circumstances determination is a finding that, absent retroactive
application of the dumping order for a period 90 days prior to the notice of
suspension of liquidation, a surge in LTFV imports will prolong or cause a

¢ The purpose of the

recurrence of material injury to the domestic industry.®
provision is to provide relief from effects of massive imports and to deter
importers from attempting to circumvent the dumping laws by making massive
shipments immediately after the filing of an antidumping petition.!®’

In this investigation, the petition was filed on July 8, 1992 and

Commerce suspended liquidation on February 18, 1993, retroactive to November

20, 1992. Thus, retroactive duties would only be imposed on imports entering

18458 Fed. Reg. 37908 (July 14, 1993).
18519 y.S.C. § 1673d(b) (&) (A)(i).
18619 U.S.C. § 1673d(c)(4).

1875ee H.R. Rep. No. 317, 96th Cong., lst Sess. 63 (1979).
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the United States after November 20, 1992. Given the levels of LTFV imports
over the relevant period, we determine that retroactive imposition of
antidumping duties én the merchandise is not necessary to prevent recurrence
of material injury. We thus make a negati§e-determination with respect to
critical circumstances on imports of iron glands from China.

c. No Material Injury by Reason of LTFV Imports of Accessory Packs!®®

We find no material injury to the domestic industry producing accessory
packs by reason of LTFV imports from China. In determining whether material
injury exists, the Commission must consider the volume of impprts, their
effect on prices for the 1ikebpr§duct, and their impact on domestic producers

189  Because

of the like product in the context of U.S. production operations.
there have been no imports of accessory packs from China over ;he period of
investigation, théy,have had no volume or price effects or other impact on the
United States mafket.19d 4
V. Threat of Material Injury by Reason of LTFV Imports

The statute specifies ten factors that we must consider in making threat
detefminations. These factors include: (1) any increase in production
capacity or existing unused or unde:ﬁtilized capacity in the exporting country
likely to result in a significant increase in imports; (2) any rapid increase
in United States market penetratioﬁ and the likelihood that the penetration

will increase to anbinjurious level; (3) the probability that imports of the

merchandise will enter the United States at prices that will have a depressing

188Commissioner Brunsdale and Commissioner Crawford join this portion of
the opinion.

18919 U.s.C. § 1677(7)(B)(i).

190Report at I-49, n.70.
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or suppressing effect on domestic prices; (4) any substantial increase in
inventories of the merchandise in the United States; and (5) any other
demonstrable adverse tfends 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 inju.ry.191 It further
states that any affirmative threat determination “shall be made on the basis
of evidence that the threat of material injury is real and that actual injury
is imminent.” The Commission’s determination ”“may not be made on the basis of

mere conjecture or supposition,”1%?

A. Threat of Material Injury by Reason of LTFV Imports of Iron
Waterworks Fittings

In our evaluation of threat of material injury by réason of the subject
LTFV imports of CDIW waterworks fittings from China, we have considered the
conditions of competition distinctive to the waterworks fittings industry as a
whole. One such condition of competition, noted previously, has been the
growing importance of the segment of the market consisting of CDIW fittings
under 16 inches in diameter.

While domestic consumption of all iron waterworks fittings decreased
overall during the period of investigation,!®® CDIW fittings not over 16
inches in diameter accounted for an increasing percentage of domestic

consumption for each year of the period. The percentage of consumption

19119 y.s.C. § 1677(7)(F). Because these investigations concern neither
subsidy allegations nor agricultural products, the first and ninth threat
factors are not applicable here and will not be discussed further. The eighth
factor (product shifting) is also inapplicable because we have no evidence
that the facilities used to produce other articles subject to antidumping and
countervailing duty investigations can be used to produce CDIW fittings.

19219 y.s.C. § 1677(7)(F)(ii).

193Report at Table 1.
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accounted for by CDIW fittings not over 16 inches in interim 1993 was also
higher than in interim 1992.1% By contrast, the share of domestic
consumption accounted for by every other segment of the market remained stable
or declined throughout the period of investigation, with the exception of the
market share of CDIW fittings over 16 inches in nominal diameter.!®>

Moreover, U.S. producers’ loss of market share was moré pronounced in the
rapidly expanding market segment for smaller diameteerDIW fittings than in
the market for iron waterworks fittings as a whole.!%

Imports of the subject waterworks fittings from China increased rapidly
from 1990 to 1992, more than &oubling by both quantity and &élue.197 The
quantity and value of such iﬁports from China, however, were significantly
lower in interim 1993 than in interim 1992.2°% The volume of U.S. shipments
of Chinese imports also more than doubled between 1990 and 1992. Such
shipments also increased in interim 1993 as compared with interim 1992.%%°

The market share of the subject imports by.qﬁantity also doubled from
1990 to 1992, increasing from 2.4‘percent to 6.6 percent. Such market share
increased from 5.3 percent in interim 1992 to 6.5 percent in interim 1993.20°

The market penetration of the subject imports in the segment of the domestic

1%Report at Table D-2.

195Report at Tables D-3, D-4, D-5, D-6, and D-7.
1%Report at Table D-2.

197Report at Table 23.

198Report at Table 23.

19%Report at Table D-1.

200gnd-of period inventories of imports from China also increased from
1990 to 1992 and were down from interim 1992 to interim 1993.
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industry made up of CDIW fittings 16 inches and under in diameter was even
greater. Market penet:ation of LTFV Chinese imports increased from 6.9
percent in 1990 to 17.2 percent in 1992 and was 17.5 percent in interim 1993
as compared with 15.4 percent in interim 1992.20!

In light of the recent rapid increase in subject imports, we find that
existing unused capacity in China to produce the subject merchandise is likely
to result in a significant increase in imports of the merchandise into the
United States. Not all Chinese produéers supplied information in this final
investigation, so we have very limited information regardipg capacity to

202 Tnformation collected in this.

produce iron waterworks fi;tings in China.
investigation, however, indicates that two Chinese factories produce
waterworks fittings and iron glands of a quality that meets AWWA/ANSI
standards and that these two factories>produce almost exclusively for export
to the United States.2°3. For this reason we find it likely that any increase
in exports w§u1d be dirécted to the United States. |

Pricing data indicate that fuﬁure LTFV imports from China are likely to
have suppressing or depressing effects on domestic prices of iron waterworks

fittings. Price competition is important in the market for iron waterworks

fittings, with most U.S. producers and importers reporting that the domestic

201peport at Table D-2.

2020ne factory indicated in the preliminary investigation that it
operated at close to full capacity in 1990 and 1991, but predicted that its
exports to the United States, which increased rapidly from 1990 to 1991, would
continue to increase in 1992, but decrease in 1993. A second facility
provided no capacity information and a third was able to supply actual
capacity information only through 1991. Report at I-47 to I-49 and Table 22.

203Report at I-47 to I-49.
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4 Therefore

- product and the imported Chinese product are of similar quality.?°
an increase in the supply of the subject imports is likely to exert downward
pressure on the U.S. market price for iron waterworks fittings and'any
increase in the volume of LTFV imports is likely to come at the expense of
U.S. producers’ sales of iron waterworks fittings, rather than increasing the
level of domestic consumption of iron waterworks fittings.20%

The Commission requested pricing information from U.S. producers and
importers and from purchasers of the subject products from China. Because all
of the subject imports are CDIW fittings, direct price comparisons were
possible only for sales of such fittings.?°® However, in light of the current
and growing importance of this segment of the market, we find these pricing

trends to be particularly relevant to our threat analysis.207 208

20%Report at I-54.
205gC-Q-087 at 18.

206Chairman Newquist and Commissioner Rohr note that in drawing
conclusions about the probability of price suppression or depression for
purposes of their threat analysis, they placed greater weight on the CDIW
segment of the industry because that segment is increasing the most in market
share and having increasingly greater impact on the industry as a whole.

207Je note that the Court of International Trade has approved
consideration of whether the imports are having a greater or lesser impact in
various market segments. See Iwatsu Electric Co. v. United States, 758
F.Supp. 1506, 1511, n. 7 (Ct. Int’l Trade 1991) (focus to some extent on
rental market is not inconsistent with making a determination of material
injury to an industry “as a whole”); Gifford-Hill Cement Co. v. United States,
615 F. Supp. 577, 582-584 (Ct. Int’1l Trade 1985) (geographic submarkets).

208 gee, e.g., Internal Combustion Engine Forklift Trucks from Japan,
Inv. No. 731-TA-377 (Final), USITC Pub. 2082 (May 1988) at 26 (focusing on

pricing data pertaining to the segment of the forklift market where
“competition between imported and domestic products was the most vigorous”);
Candles from the People’s Republic of China, Inv. No. 731-TA-282 (Final),
USITC Pub. 1888 (August 1986) at 16-17)(analyzing effects in mass
merchandizing, wholesale distribution, and specialty store segments).
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The data in this investigation show that the imported Chinese products
were priced below the domestically-produced products in most instances.?20°
This pricing informatioh, when viewed in conjunction with data concerning
changes in the industry’s costs and its financial performance, evidences
significant price suppression in the small diameter CDIW segment of the market
caused by underselling of the subject imports by margins which increased over

the period of investigation.?f

An examination of the market segment for
small diameter CDIW fittings illustrates this price suppression. From 1991 to
1992, apparent domestic consumption by quantity 1ncreased_by 15.0 percent.
The U.S. industry’s market shgre, hoﬁever, decreased from 86.6 percent to 79.9
percent, while the market share held by Chinese imports increased from 11.6
percent to 17.2 percent. During this period the domestic industry’s COGS
increased. While the unit values of the domestic product also increased, they
increased at a lower rate than did COGS.

As a result of this increase in volume and apparent price suppression by
LTFV imports, the operating income of the smaller diameter CDIW segment of the
domestic industry declined precipitously and this segment of the industry
suffered operating losses. We note that the COGS for this segment of the
domestic industry continued to rise in the interim period. In view of the
increasing importance of the smaller diameter CDIW segment of the industry, we
view the adverse price effects of the imports'on this segment to be of

increasing importance and to constitute an imminent probability of price

suppression or depression in the future on the industry as a whole.

209geport at Table 36.

210peport at Table 36; Table D-9.




47

Information on the record indicating that domestic producers lost sales
because of lower prices offered on the subject imports provides further
evidence that increased volumes of LTFV imports are likely to have a
suppressing effect on domestic prices.?!! Moreover, U.S. importers’
inventories of the subject Chinese CDIW fittings increased dramatically over
the three year period, before falling in the interim period, but remained at
levels above those in 1990.2'? Finally, information collected in this
investigation indicates that LTFV imports from China have had a detrimental
effect on the capital investments of certain domestic producers.?!3

_For the reasons set forth above, we determine that the domestic indusfry
producing iron waterworks fiétings is threatened with material injury by
reason of the subject LTFV imports from China.

But For Determination

Finally, the statute requires that when the_Commission makes a final
affirmative determination on the basis of threat, it aiso make a finding as‘to
whether material injury by reason of subject imports would have been found but

for the suspension of liquidation of entries of such imports.?

This finding
is required so that Commerce may impose dumping duties as of the appropriate
date. Suspension of liquidation on subject imports from China became

effective on November 20, 1992.2}5 We find that the performance of the

domestic industry had not deteriorated to the point where imports during the

21lReport at I-67 to I-69.
212pReport at Table 20.

213peport at Appendix E.

2lsee 19 U.S.C. § 1673d(b) (4)(B).

21558 Fed. Reg.37908 (July 14, 1993).
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relevant period would have resulted in material injury. We therefore conclude
that there would not have been material injury to the domestic iron waterworks

fittings industry, but for the suspension of liquidation of entries.

B. No Threat of Material Injury by Reason of LTFV Imports of

Accessory Packs?6

There has been no rapid increase in the market penetration of Chinese
imports of accessory packs, which has remained at zero throughéut the period
of investigation. Peﬁiticners allege that Chinese producers are likely to
begin exporting accessory packs to the United Statés. However, there is no
evidence on the record ﬁo support these allegations. Thereforg, we find that
no likelihood that any increase iﬁ capacity or existing unused capacity in the
exporting country is likely to result in a significant increase in imports of
the merchandise to the United St#tes, no likelihood that market penetration of
subject imports will increase to an injurious level, and no 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.
Because there have been no imports, there has been no substantial increase in
inventories of Chinese accessory packs in the United States, or any effects on
the industry’s development and production efforts.

In sum, there is no history of Chinese accessory pack imports to the
United States nor any evidence to suggest that future imports are likely.
Consequently, we determine that the U.S. industry producing accessory packs is

not threatened with material injury by reason of imports from China.

28%Commissioner Brunsdale and Commissioner Crawford join this portion of
the opinion.
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DISSENTING VIEWS OF COMMISSIONERS BRUNSDALE AND CRAWFORD

Compact Ductile Iron Waterworks Fittings and Accessories Thereof
from the People’s Republic of China
. Inv. No. 731-TA-621 (Final)

On the basis of information obtained in this final
investigation, we determine that no industry' in the United States
is being materially injured or threatened with material injury by
reason of imports of compact ductile iron waterworks fittings and
accessories found by the Department of Cémmerce to be sold at less-
than-fair-value (LTFV).

I. NO MATERIAL INJURY BY REASON OF LTFV IMPORTS -

In determining whether a domestic industry is materially
injured by reason of the imports under inveétigation, the statute
directs the Commission to consider:

(I) the volume of imports of the merchandise which is
the subject of the investigation,

(I1) the effect of imports of that merchandise on prices
in the United States for like products, and

(III) the impact of imports of such merchandise on
domestic producers of like products, but only in
the context of production operations within the
United States . . . .2

In assessing the effect of dumped imports, we compare the

current condition of the domestic industry to that which would have

! commissioner Crawford joins the majority in determining that
all fittings and glands are separate like products. The evidence
central to her analysis (i.e. market share, substitutability,
dumping margin, capacity utilization and elasticities) is
essentially identical in this investigation for the industries
producing the separate like products. Therefore, her analysis in
these Views is the same for both industries, and she determines
that neither of the separate industries is materially injured or
threatened with material injury by reason of LTFV imports.

19 U.S.C. § 1677(7)(B)(1i). In making its determination, the
Commission may consider "such other economic factors as are
relevant to the determination." 19 U.S.C. § 1677(7) (B) (ii).
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existed had imports not been dumped.? Then, taking into account
the condition of the industry, we determine whether the resulting
change of circumstances constitutes material injury. For the
reasons discussed below, We find that the domestic industry
producing fittings and glands is not materially injured by reason
of dumped imports from the PRC.
A. Volume of the Subject Imports

U.S. producers accounted for 93 percent of the combined
fittings and glands market in terms of value in 1992. The market
share of Chinese producers is extremely small in comparison. We.
do not find this volume to be significant, particularly in light
of its effects.
B. Effect of ILTFV Imports on Domestic Prices

To analyze the effect of subject imports on domestic prices
of the like product and on the domestic industry, we consider a
number of factors about the industry and the nature of the
products, such as the availability of substitute products in the
market, the degree of substitutability between the subject imports
and the domestic like product, the presence of fairly traded
imports, and the dumping margin, which was found to be 127.38
percent.® We find the subject imports had no significant price
effect.

There are no feasible substitutes for iron fittings and
glands, either in the replacement or original waterworks system

markets. Moreover, since the price of fittings and glands is only

19 U.S.C. § 1677(7) (C) (iii).
Report at I-4.
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a small part of a system’s overall cost, demand for fittings and
glands is 1likely to be fairly unresponsive to small changes in
price.’

Fittings and glands of the same size and shape from all
countries are close substitutes for each other, so long as they.
meet the AWWA/ANSI standard. Chinese fittings and glands do suffer
from "Buy America" requirements and the perception of some that
they are inferior in quality. Moreover, sellers distinguish
fittings and glands with the same technical characteristics by
differences in reliability of supply, shorter - @elivery times,
coverage for product liability, and a broader range of products.
The subject imports are therefore reasonably good, but not perfect,
substitutes. The staff estimated an elasticity of substitution of
2 to 4 for fittings alone. We think this reasonable.®

Using the Commerce Department’s dumping margin, the subject
imports would have sold at prices up to 127.38 percent higher than
their dumped price. Since these imports are reasonably
substitutable with fittings and glands from the U.S., it is likely
that they would have been largely, if not entirely, priced out of
the market. Because U.S. producers are operating at low levels of
capacity utilization, they could easily increase production to meet
the demand supplied by subject imports. Given the small market

share of subject imports, and the excess capacity in the United

> Economics memorandum (EC-Q-087) at 19.

Because fittings and glands are complementary, our broader
like product definition will not reduce this elasticity. Because
most of the factors that limit substitutability of Chinese and
U.S. fittings limit substitutability of Chinese and U.S. glands
as well, they do not increase it either.
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States, domestic prices are not 1likely to have increased.
Competition among domestic producers with excess capacity would
have held prices at the same level.
c. Impact on the Domestic Industry

In assessing the impact of LTFV imports on the domestic
industry, we consider, among other relevant factors, output, sales,
inventories, capacity utilization, market share, employment, wages,
productivity, profits, cash flow, return on investment, ability to
raise capital and research and development.’ These factors either
encompass or reflect the volume and price effects of the dumped
imports, and so we must gauge the impact of the dumping through
those effects.

With the high dumping margins, it is quite unlikely that any
Chinese imports would have entered at fairly traded prices.
Domestic shipments may have increased somewhat if subject imports
were fairly traded. However, because of the small market share of
-subject imports, it is unlikely that U.S. producers could have
increased their volume of sales to a significant degree. It is
also very unlikely that prices would have increased. Therefore,
although it 1is a close call, we determine that the domestic
industry would not have been materially better off if subject
importé had been fairly traded.

For these reasons, we conclude that the domestic industry is
not materially injured by reason of LTFV imports of fittings and
glands from the PRC.

IT. NO THREAT OF MATERIAL TNJURY BY REASON OF LTFV TMPORTS

’ 19 U.S.C. § 1677(C) (iii).
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We have considered the enumerated‘statutory factors that we
are required to consider in our determination.® A determination
that an industry "is threatened with material injury shall be made
on the basis of evidence that the thfeat 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."’

We are mindful of the statute’s requirement that our
determination must be based on evidence, not conjecture or
supposition. Accordingly, we have distinguished between mere
assertions, which constitute conjecture or suppoéition, and the
positive evidence!® that we are required by law to evaluate in
making our determination.

The data regarding' Chinese capacity and production are
limited. However, the evidence shows that the only Chinese
factories that produce and export subject products of a quality
that meets AWWA/ANSI standards produce exclusively for U.S.
importers. The data obtained in the preliminary investigation and
this final investigation support a conclusion that capacity
utilization is quite high. In addition nearly all of the subject
products were exported to the United States.!’ Thus, imports of
Chinese products cannot increase significantly absent additional
production capacity.

Petitioners offer no evidence that Chinese capacity will

19 U.S.C. § 1677 (F) (i).

19 U.S.C. § 1677(7) (F) (ii).
1 gSee American Spring Wire Corporation v. United States, 590
F., Supp. 1273 (1984).
1 Report at I-47 to I-49.
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increase. Rather, they assert that "[a]s the foreign trading
partner with whom the United States carries a tfade deficit second
only to Japan, China has demonstrated a growing ability to supply
an ever widening array of high-quality products to the U.S. market.
Therefore, one could assume that further development of foundries
that manufacture and export simple industrial products such as
waterworks fittings is not beyond the ken of the Chinese."!? While
this assertion addresses the ability to expand, petitioners offer
no evidence that expansion is planned or that action to expand has
beenv taken. Therefore, petitionérs' asser;ions are mere
speculation.

Even at its highest, the market share of subject imports was
small in 1992. The large percentage increase from 1990 to 1991 is
a function of the small base in 1990. Given the evidence of high
capacity utilization in China, the évidence that nearly all subject
products are exported to the United States, and the 1lack of
evidence that Chinese'production will increase, we conclude that
there is no likelihood that subject imports will increase to an
injurious level.

In our determination that there is no material injury by
reason of dumped imports, we demonstrated that subject imports have
had no significant effect on domestic prices. We find no evidence
that this will change in the immediate future. Therefore, we
conclude that there is a very low probability that dumped imports
will enter the United States at prices that will have a depressing

or suppressing effect on domestic prices.

2 pet. Prehg. Br. at 57-58.
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In absolute terms, there was a substantial increase in
inventories of subject imports in the United States from 1990 to
1991. However, this increase was not substantial in relation to
imports. In additioﬁ, such inventories decreased from 1991 to 1992
in absolute terms, and there was a substantial decrease in such
inventories as a percentage of imports from 1991 to 1992.° Taken
together, these data do not constitute evidence that any threat of
material injury is real or that actual injury is imminent.

We find no evidence of any other demonstrable adverse trends
that indicate the probability that subject impo;ts will be the
cause of actual injury.‘ In addition, we find that, particularly
in light of the significance of transportation costs, small levels
of inventories of subject imports in China do not constitute
sufficient evidence that any threat of material injury is real or
that actual injury is imminent.

At most, the record would support the conclusion that, in the
absence of antidumping duties, the level of subject imports would
return to what it was before the preliminary duties were imposed.
Since we have concluded that this 1level, at this time, is not
materially injuring the domestic industry, we also conclude it is

not threatening the domestic industry either.

13 Report at I-46 to I-48.
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DISSENTING VIEWS OF COMMISSIONER BRUNSDALE
Compact Ductile Iron Waterworks Fittings and Accessories Thereof
from the People’s Republic of China
Inv. No. 731-TA-621 (Final)
Unlike my colleagues, I find that fittings and glands aré

one like product. I write separately to explain why.

A. Fittings and Glands

The Commission’s traditional approach to the definition of a
like product is much like the Supreme Court’s old approach to the
definition of pornography: We know it when we see it. 1In this
- investigation, the majority squints hard at the record and finds
three like products corresponding to the one class or kind of
merchandise described by the Commerce Department in its scope of
investigation.

Defining a particular like product is never very easy when
the statute defines a like product generally to mean "a product
which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an
investigation." 19 USC § 1677(10).

Such a tautological definition has not helped us or our
reviewing courts define the concept of like product with very
much precision at all. Our usual analysis of the issue is a
recitation that the domestic industry consists of the domestic
producers of a like product; that the like product is the product
produced in the United States that is like, or in the absence of

like, most similar to, the imports under investigation; that the
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Commerce Department defines the scope of the imports under
investigation; and that the Commission defines the like product
as "a factual matter," on a "case-by-cése basis."

That analysis, invoked again today by my colleagues, raises
three distinct problems, all of them nicely illustrated by the
facts of this inveétigation. The first is choosing what
characteristics of the foreign and domestic merchandise to
compare for "likeness." The Commission usually follows a
traditional six-factor test. These are physical characteristics
and uses, interchangeability, channels of distribution, common
manufacturing facilities and employees, and price. Op. at 6 n.é6.

The second problem is one of grouping. Sometimes the
Commission will treat the class or kind of foreign merchandise as
a single set, and sometimes it will treat the class or kind as a
series of distinct subsets. Thus, if the class of merchandise
were defined by Commerce to be lemons and oranges, we might
search for a single like product "like" both lemons and oranges,
or it might search for two like products, one like lemons and one
like oranges. We would probably not, however, explain our
choice.

The third problem is how to apply whichever test is chosen
against whichever subset of foreign merchandise is used. The
Commission’s traditional analysis traditionally consists of a bit
of discussion about each factor, followed by a prepositional
phrase such as "On balance" or "In conclusion" followed by its
determination. It is not surprising that our analyses have

created considerable unpredictability and inconsistency. For one
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thing, the factors of a particular test rarely, if ever, point in
one direction.

Each of these problems is present here. The majority
carefully lists and discusses the various factors; divides the
one class or kind of merchandise found by Commerce into three
subsets and defines a like product corresponding to each; and
then proceeds to a conclusion that does not follow in any clear
way from the discussion that preceded it.

The way to escape this muddle is, in my view, to begin with
the recognition that the antidumping and countervaiiing duty laws
do not call on the COmmissién to evaluate the impact of the
imports that Commerce investigates on the U.S. economy as a
whole, or on upstream industries, or downstream industries, or
service industries associated with the imported products, but
only the industry producing the like product. The definition of
a like producf, then, must be seen not as a game of free
association, but as a way of segregating a particular industry or
industries that will be most likely harmed by the unfair trade
practice under investigation.

Except perhaps in eccentric cases, the harm caused by the
excessively low price of the imports under investigation will be
caused by its effects on the production and consumption of some
products made by a domestic industry. A search for a like
product should be a search for those products whose production or
consumption would respond most in the short term to a change in
price of the imports under investigation by thé Commerce

Department. It should be, in short, a search for those products
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with very large (or at least the largest) elasticities of
substitution in either supply or demand.

As T wrote four years ago

our purpose is not to define separate products,
but to identify separate industries. The critical
issue, therefore, is not whether two products are
comfortably differentiated, but rather whether
those products are traded in separate markets
occupied by separate industries. If an economic
event, like the onset of dumping, is likely to
have a simultaneous impact on production and sales
of two physically different articles, then we can
comfortably conclude that the producers in those
markets comprise one industry producing one like
product. : :

Industrial Belts from Israel et al., Invs. Nos. 701-TA-293 and

731-TA-412-419 (Final), USITC Pub. 2194 (May 1989) at 53.

Practically, of course, the data do not exist for the
calculation of the relevant elasticities. So I look at the
willingness, based on the evidence in the administrative record
of the investigation, of consumers to switch from the imports to
a proposed like product; or the ease with which manufacturers of
two or more "different articles" can switch production between or
among them.

I therefore agree with my colleagues that full-bodied and
compact fittings, gray and ductile iron fittings, and large and
small diameter fittings should all be considered one like product
corresponding to the imported fittings described in the scope of
investigation. The point is not that these are all used to carry

water (so are pipes) or are all made from iron (so are

horseshoes), or even are all perceived by customers to be
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interchangeable (they are not.)1 Insteéd, they are "like" in the
sense that they are all made in the same factories on the same
equipment by the samé processes -- or at least processes
sufficiently similar that most producers can with a fair degree
ease switch production from one type of fitting to anothef, from
ductile to gray iron, from compact to full-bodied fitting, and so

forth. 2

In contrast, the majority finds that glands are a separate
like product even though fully half of the producers (accounting
for the preponderance of pfoduction of both glands and fittings,
I-14, Table 1; see also Pet. Preh. Br. at 38) produce both of
them on the same production equipment in the same factories, even
on the same casting.3 The reasons the majority gives are most
unpersuasive. They state that fittings and glands do not have
the same uses -- but neither do tees and reducers‘(the one used
to divert or join flow, the other to increase its velocity), or
large and small diameter fittings (one used for transmission, the
other for distribution). See I-5, op. at 14-15. They state that

fittings have different appearances than glands -- but so do

1 A customer who needs a tee cannot use a reducer, a customer
who needs a 24 inch fitting for transmission cannot use a 6 inch
fitting intended for distribution, and so on.

I am aware that not all the factories produce all fittings,
but all produce some, with enough overlap, see I-14, Table 1,
that a change in relative prices would reverberate quickly
throughout the entire group. That is what makes them one
industry. ,

Petitioners noted that "[t]he manufacture of fittings and
glands is, in fact, so integrally related that patterns for some
CDIW fittings include a pattern for a gland, called a ’‘rider.’"
Pet. Preh. Br. at 38; Tr. at 53, 68. It is no surprise, then,
that price changes in the fittings market have a great effect on
the gland market. See Pet. Preh. Br. at 56.
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full-bodied and compact fittings (which differ only in bulk,
weight, thickness and length, op. at 9). They state that there
are large price differences between fittings and glands -- as
there are between compact and full-bodied fittings, op. at 11; or
larger and smaller fittings, op. at 16; or gray and ductile iron,
op. at 13. Perhaps most egregiously, they state that fittings
are different from glands because they are covered by different
AWWA/ANSI standards -- just like full-bodied and coﬁpact
fittings, op. at 9 (and unlike compact fittings over 16 inches in
diametér, which are not covered by a standard at &11, op. 14).

In short (to induige in a prepositional phrase myself), the
majority is wrong. On this issue, I agree with the petitioners,

and find that fittings and glands are one like product.

B. Accessory Packs

In contrast to glands, accessory packs (or the primary
components thereof) are not produced by the same companies on the
same production lines by the same processes. They are certainly
not perceived as good substitutes by the consumer (who, of
course, views them as complementary). See op. at 19. They are,

therefore, not the same like product.4

¢ The more interesting questions of whether the primary
component parts of an accessory pack (i.e., gland, gasket, and
fasteners) should each be a different like product, or whether
accessory packs should be the same like product as their
components (because of the ease with which consumers could
assemble their own accessories), need not be answered. As the
majority points out in section IV.B and V.C, no domestic industry
(however defined) can be injured or threatened with injury by
reason of dumped accessory pack imports. There are none, and so
I join in that section of the opinion.
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Having defined the like product, defining the domestic
industry is easy. It is the producers of fittings or glands, or

both.">

51 join the majority’s discussion of the related parties

issue.
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INFORMATION OBTAINED IN THE INVESTIGATION
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INTRODUCTION

Following a preliminary determination by the U.S. Department of Commerce
(Commerce) that certain compact ductile iron waterworks (CDIW) fittings and
accessories thereof! from the People’s Republic of China (China) are being, or
are likely to be, sold in the United States at less than fair value (LTFV),2
the U.S. International Trade Commission (Commission), effective February 9,
1993, instituted investigation No. 731-TA-621 (Final) under section 735(b) of
the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) to determine whether an industry
in the United States is materially injured or threatened with material injury,
or the establishment of an industry in the United States is materially
retarded, by reason of imports of such merchandise.® Notice of the
institution of the Commission’s investigation, and of the public hearing to be
held in connection therewith, was given by posting copies of the notice in the
Office of the Secretary, U.S. International Trade Commission, Washington, DC,
and by publishing the notice in the Federal Register of March 10, 1993 (58

! CDIW fittings and accessories thereof are defined by Commerce to include
the following: (1) CDIW fittings of 3 to 16 inches nominal diameter
regardless of shape, including bends, tees, crosses, wyes, reducers, adapters,
and other shapes, whether or not cement lined and whether or not covered with
bitumen or similar substance, conforming to American Waterworks
Association/American National Standards Institute (AWWA/ANSI) specification
C153/A21.53, and rated for water working pressure of 350 pounds per square
inch (PSI); and (2) certain CDIW fittings accessories that typically consist
of a standard ductile iron gland, a styrene butadiene rubber (SBR) gasket, the
requisite number of Cor-Ten steel or ductile iron T-head bolts, and hexagonal
nuts, for fittings in sizes 3 to 16 inches, conforming to AWWA/ANSI
specification C111/A21.11, and rated for water working pressure of 350 PSI.
Gaskets, bolts, and nuts are included only if they are imported as an
accessory pack with a gland. However, glands imported separately are included
in the scope of the investigation. CDIW fittings with nominal diameters
greater than 16 inches, and the accessories used with CDIW fittings with
nominal diameters greater than 16 inches, are specifically excluded from the
scope of the investigation. Nomnmalleable cast iron fittings (also called gray
iron fittings) and full-bodied ductile fittings are also specifically excluded
from the scope of this investigation. See the section of the report entitled
U.S. Tariff Treatment for tariff provisions covering the subject goods.

2 On Mar. 31, 1993, petitioners alleged before Commerce that critical
circumstances exist with respect to exports by China National Metal Products
Import and Export Corp. On May 6, 1993, Commerce preliminarily determined
‘that critical circumstances exist and published a notice to this effect in the
Federal Register (58 F.R. 26960). Critical circumstances were also found to
exist by Commerce in its final determination.

3 On Feb. 12, 1993, Commerce received a request from the China National
Metal Products Import and Export Corp. that Commerce postpone the date of its
final determination by 60 days. On Mar. 3, 1993, Commerce published a notice
in the Federal Register (58 F.R. 12220) postponing the date of its final
determination until July 6, 1993.
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F.R. 13278).% The hearing in this investigation was held in Washington, DC,
on July 8, 1993.°

Commerce’s final LTFV determination was published in the Federal
Register of July 14, 1993 (58 F.R. 37908). The applicable statute directs
that the Commission make its final injury determination within 45 days after
the final determination by Commerce.

BACKGROUND

This investigation results from a petition filed by the U.S. Waterworks
Fittings Producers Council and its individual members, Clow Water Systems,
Tyler Pipe Industries, Inc., and Union Foundry Co. (hereinafter “petitioners”)
on July 8, 1992, alleging that an industry in the United States is materially
injured or threatened with material injury by reason of LTFV imports of CDIW
fittings and accessories thereof from China. 1In response to that petition,
the Commission instituted investigation No. 731-TA-621 (Preliminary) under
section 733 of the Tariff Act of 1930 (19 U.S.C. § 1673b(a)) and, on August
19, 1992, determined that there was a reasonable indication of such material

injury.

PREVIOUS AND RELATED INVESTIGATIONS

CDIW fittings and CDIW fittings accessories from China or from any other
source have not been the subject of previous Commission investigations.

NATURE AND EXTENT OF SALES AT LTFV

On July 14, 1993, Commerce published in the Federal Register its final
determination that certain CDIW fittings and acessories thereof from China are
being, or are likely to be, sold in the United States at LTFV. The weighted-
average LTFV dumping margin determined by Commerce was 127.38 percent.®

In making its final determination, Commerce relied on the information
supplied by the petitioners as the best information available (BIA), noting
(1) the failure of the Government of China to respond to its request for the
identity of all Chinese exporters and their respective exports of the subject
products and (2) the inadequacy of a consolidated questionnaire response from
the Chinese Government 'on behalf of all Chinese producers and exporters.
Using the information provided by petitioners, Commerce compared the United
States price (USP) with the foreign market value (FMV) of CDIW fittings and

4 Copies of cited Federal Register notices are presented in app. A.

5 A list of witnesses who appeared at the hearing is presented in app. B.

6 In the Separate Rates section of its Federal Register notice of
determination, Commerce determined that, having reconsidered of its policy of
issuing separate rates in nonmarket economy investigations, it is
inappropriate to issue separate LTFV margins to state-owned enterprises. (See
Commerce’s Federal Register notice, app. A.)
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accessories thereof. USP was based on official import statistics from January
through April 1992, as contained in the petition. Using India as the
surrogate, FMV was based on the factors of production-cost methodology.

In addition to its finding of sales at LTFV, Commerce also concluded,
relying again on BIA, that there have been massive imports of the subject
merchandise from China over a relatively short period of time and, therefore,
determined that critical circumstances exist.

THE PRODUCT
Description and Uses

Waterworks fittings are used to join pipes, valves, and hydrants in
straight lines and to change, divert, divide, or direct the flow of raw or
treated water (primarily in municipal water distribution systems). Waterworks
fittings are produced in a variety of shapes (e.g., bends, tees, crosses,
elbows, wyes, reducers, and adapters) and range in size from 2 inches to 54
inches in nominal diameter (figure 1).’

The standard material for conveying water and sewage in municipal
utility and industrial piping systems traditionally has been cast iron, which
is available in essentially two forms--gray and ductile.® Ductile ironm is
more expensive to produce than gray iron.’ However, because ductile iron has
proven to be a far superior material in terms of strength, ductility, and
corrosion resistance, it has, to a large degree, replaced gray iron as the
material of choice for a significant number of end users. Further, gray iron
waterworks (GIW) fittings are generally rated at not higher than 250 pounds
per square inch (PSI), compared with 350 PSI for ductile iron waterworks
fittings.

Waterworks fittings come in either full-bodied or compact designs, that
differ primarily in size and weight. Compact fittings have a shorter body
design, or lay-length, and thinner walls than full-bodied fittings; as a
result, they weigh only about half as much as comparably sized full-bodied
fittings.!® Although full-bodied ductile iron waterworks (FBDIW) fittings
typically have the same use as CDIW fittings, conditions in which FBDIW
fittings must be used include “extra heavy duty applications,” such as water
systems in earthquake zones, or municipalities that have not updated their
specifications to include CDIW fittings. Some municipalities that have highly
corrosive soils prefer full-bodied fittings because of their thicker walls.!
Each end of a waterworks fitting is designed so that it can be attached to a
pipe, hydrant, valve, or to another fitting with a mechanical joint (MJ) or

7 Conference transcript, p. 102.

8 McWane, Inc., C. Mac Luna, Corporate Vice President, testimony, hearing
transcript, p. 12.

% Ibid., p. 13.

10 petitioners’ prehearing brief, p. 16.

11 Mr. Luna, testimony, hearing transcript, pp. 13 and 14; and petitioners’
prehearing brief, pp. 19-20.
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Figure 1
Typical compact ductile iron waterworks fittings
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Source: McWane, Incorporated, Pipe Economy 91.
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push-on joint. Both types of joints are used with certain accessories. MJ
waterworks fittings require the use of an iron gland, a styrene butadiene
rubber (SBR) gasket, and the requisite number of steel or iron T-head bolts
and nuts to secure the fitting to the pipe (figure 2). The gland is placed
around the plain end of the pipe; the pipe and gasket are then ”“stuffed” into
the bell-end of the fitting. The joint is then secured with the T-head bolts
and hexagonal nuts.!? Push-on waterworks fittings perform the same function
as MJ fittings, except that push-on fittings require only an SBR gasket to
secure the fitting to the pipe. The SBR gasket is placed in the fitting
socket, and the plain end of the pipe is then forced into the socket, forming
a positive seal with the gasket.?® Although the glands and accessories may be
sold separately, some companies assemble them in a box and sell them as a
gland or an accessory pack.

All waterworks fittings and accessories must conform to standards set by
the American Waterworks Association (AWWA) and the American National Standards
Institute (ANSI). Standards established for CDIW fittings of ductlle iron are
provided for under AWWA/ANSI standard C153/A21.53 (there are no compact
fittings made of gray iron); those for full-bodied waterworks fittings made of
either ductile or gray iron are provided for under AWWA/ANSI standard
C110/A21; and those for fittings accessories, including ductile iron and
gray iron glands, gaskets, T-head bolts, and hexagonal nuts, are provided for
under AWWA/ANSI standard C111/A21.11-85.%°

Only those CDIW fittings with nominal diameters of 3 to 16 inches are
covered by this investigation. CDIW fittings over 16 inches in nominal
diameter are not yet covered by the AWWA/ANSI C153/A21.53 standard and are not
widely used in the waterworks industry. Unlike smaller diameter CDIW
fittings, which are used in water distribution systems, CDIW fittings over 16
inches are generally used in water transmission systems.!®

Because all the subject waterworks fittings sold in the United States
conform to AWWA/ANSI specifications, domestic and imported products are
generally recognized as interchangeable.!’ End users generally know the
origin of the product being used because the specifications require the name

of the manufacturer to be cast on the product.

12 petitioners’ prehearing brief, p. 35.

13 Tbid. .

14 A third type of waterworks fitting (not included in the scope of the
petition or in Commerce’s investigation), ductile iron flanged fittings, is
also covered in the AWWA/ANSI standard C110/A21. The most significant
differences in the standards are the working pressure requirements and joint-
type requirements. The C110 standard for full-bodied fittings permits
fittings to be rated at 250 PSI or 350 PSI, depending on whether the fitting
is a mechanical joint, push-on joint, or flanged joint. The C153 standard
 requires all compact fittings to be rated for 350 PSI working pressure.

15 petitioners’ prehearing brief, pp. 6 and 7.
16 petitioners’ prehearing brief, p. 29.
17 Mr. Luna, testimony, hearing transcript, pp. 71-73.
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Figure 2
Typical accessories used with CDIW fittings
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Manufacturing Process

The manufacturing process for CDIW fittings of all sizes begins with the
melting of scrap iron in an electric or cupola furnace. Other materials, such
as silicon and calcium carbide, are added to improve the iron base and reduce
the sulfur content of the iron to 0.15 percent or less. The iron is then
stored in an electric holding furnace or transferred directly to a specially
designed vessel where magnesium is introduced to convert the iron to ”ductile”
strength.!® The addition of magnesium allows the iron to undergo permanent
changes in shape without rupture. The molten ductile iron is then “tapped”
from the furnace and poured either manually or mechanically into molds.

The manufacture of FBDIW fittings tends to be a more labor intensive,
batch-type process than the production of CDIW fittings.!® At the first stage
of the molding process for both CDIW and FBDIW fittings, a pattern is placed
in a flask and covered with molding sand. Each flask holds multiple compact
patterns but only one or two full-bodied patterns. The sand is compacted
around the pattern, which is then removed; the resulting sand core is inserted
into the molding cavity to form the inside of the fitting. This half of the
mold is then paired securely with the other half of the mold prepared in a
separate flask. The completed mold then advances to the casting stage in
which molten iron is poured from a ladle into the mold. Once cast and cooled,
the FBDIW castings are manually removed from the mold and the excess sand is
removed (shaken out) by hand.?® For CDIW fittings, excess sand is removed on
a continuous automated shakeout line.?! The casting is then further cooled
before undergoing finishing, machining, and coating.

The production process for CDIW fittings with nominal diameters greater
than 16 inches is similar to that for CDIW fittings of smaller nominal
diameters, except that the production process for the smaller fittings tends
to be more automated, according to respondents to the producers’ questionnaire
in this investigation. The production of the larger fittings often requires
larger and more expensive machinery and equipment; production of the larger
diameter CDIWs accounts for about 5 percent of total CDIW production.??

Accessory glands, like fittings, can be made either on an automatic
production line or on a manual production line.?® The production process for
the glands, like that for the fittings, includes making the mold and casting
and finishing the gland. In the finishing stage, both the fittings and glands
are shot-blasted to remove excess material or irregularities. Fittings, but
not glands, may be lined with cement. Both fittings and glands may be coated

18 The addition of magnesium changes the chemical structure of the graphite
content of the iron from the flake form found in gray iron to a spheroidal
form. This change in chemical structure gives ductile iron twice the strength
of gray iron. (See conference transcript, pp. 91-95.)

19 Mr. Luna, testimony, hearing transcript, p. 15.

20 Tbid.

2 1bid.

22 Mr. Luna, testimony, hearing transcript, p. 16.

23 petitioners’ prehearing brief, p. 38.
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with bitumen, a tar-like substance to prevent corrosion.?*

SBR gaskets for MJ waterworks fittings are produced by either the
injection molding process or the compression molding process. In the
injection molding process, rubber is fed into a molding press. The resulting
gasket is visually inspected and hand finished. In the compression molding
method, extruded rubber is molded in compression molds in hydraulic molding
presses. The gaskets are processed in a liquid nitrogen solution to enhance
their sealant characteristics; then they are visually inspected and hand
finished.?®> The production of SBR gaskets for push-on fittings is very
similar to the compression molding process used for MJ fittings.

Like Product Considerations_

Four like-product issues were addressed during the Commission’s
preliminary investigation. Those issues were as follows: (1) whether all
CDIW fittings and accessories thereof constituted a single-like product; (2)
whether the like product should include gray iron as well as ductile iron
fittings; (3) whether the like product should include full-bodied as well as
compact fittings; and (4) whether the like product should include fittings
over 16 inches in nominal diameter. On the basis of information developed
during the preliminary investigation, the Commission determined that there
were four separate like-products and four domestic industries corresponding to
those products:?® iron waterworks fittings,?” iron glands, SBR gaskets, and
Cor-Ten T-head bolts?® and hexagonal nuts. However, the Commission indicated
its intent to reexamine this issue in any final investigation.?®

The Commission’s producers”’ questionnaire used in this investigation
sought to collect information on the relevant domestic industries producing
iron waterworks fittings, iron glands, SBR gaskets, and Cor-Ten T-head bolts
and hexagonal nuts. The information compiled from questionnaire responses is,
whenever possible, presented separately in the report in order to facilitate
consideration of like-product issues. The questionnaire also requested
comments from U.S. producers of waterworks fittings regarding the differences
and similarities of ductile iron versus gray iron waterworks fittings, of CDIW
fittings versus FBDIW fittings, and of waterworks fittings 16 inches and under

24 1bid.
25 Information supplied by Reeves Rubber, Inc., July 16, 1993.
26 y.s. International Trade Commission, Certain Compact Ductile Iron

Waterworks Fittings and Accessories Thereof from the People’s Republic of
China, Investigation No. 731-TA-621 (Preliminary), USITC publication 2552,
Aug. 1992, p. 10. o

27 Including compact ductile, gray iron, full-bodied, and fittings over 16
inches in diameter. ‘

28 Cor-Ten steel is a weathering steel known for its atmospheric corrosion
resistance.

29 y.S. International Trade Commission, Certain Compact Ductile Iron
Waterworks Fittings and Accessories Thereof from the People’s Republic of
China, Investigation No. 731-TA-621 (Preliminary), USITC publication 2552,
Aug. 1992, p. 12.
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in nominal diameter wversus those over 16 inches. Comments received from U.S.
producers are presented in appendix C and summarized below.

Ductile Iron vs. Gray Iron Waterworks Fittings

Ductile iron and gray iron waterworks fittings are generally similar in
physical characteristics, manufacturing processes, production machinery and
equipment used, and end uses. Physically, ductile iron fittings have greater
strength and ductility than gray iron fittings. Ductile iron fittings also
have the advantage of being lighter in weight than gray iron fittings.
Through much of the manufacturing process, ductile and gray iron fittings
follow the same basic production steps and use common machinery and equipment.
However, additional manufacturing steps (desulfurization and the addition of
magnesium to the molten iron) are required to convert iron from gray to
ductile. These additional production steps also require the use of machinery
and equipment not otherwise needed in the production of gray iron fittings.
Ductile and gray iron fittings have similar end use applicationms.

CDIW Fittings vs. FBDIW Fittings

CDIW fittings have thinner walls and shorter laying lengths than FBDIW
fittings. Consequently, the former is significantly lighter in weight than
the latter. Both types of fittings utilize similar manufacturing processes
and, with the exception of different types of molds and core flasks, use the
same production machinery. Nonetheless, because many of the production
functions of FBDIW fittings are performed manually, the production process for
this type of fitting is much more labor intensive than that for CDIW fittings.
Although both types of fittings have similar end use applications, each type
has advantages and disadvantages in certain limited applications. CDIW
fittings, for example, because of their lighter weight, can be used with PVC
pipe, whereas full-bodied fittings cannot. On the other hand, FBDIW fittings
would be more appropriate for use in water systems in earthquake zones.

Waterworks Fittings Not Over 16 Inches in Nominal Diameter
vs. Fittings Over 16 Inches in Nominal Diameter

Except for the obvious differences in the size of the opening and
weight, waterworks fittings under and over 16 inches in nominal diameter are
similar in terms of physical characteristics. The production process for the
larger diameter fittings (that is, over 16 inches) is less automated and
requires generally larger and more expensive machinery and equipment.
Waterworks fittings of all sizes are used to join pipes in straight lines or
to change, divert, divide, or direct the flow of water or other liquids.
Large diameter fittings, however, are more likely to be used to join high-
pressure flow transmission pipes in straight lines, whereas fittings 16 inches
and under are likely to be used on lower pressure distribution pipes to
change, direct, or divert the flow of liquids.3® ‘

30 Conference transcript, p. 67.
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Interchangeability

The interchangeability of the various types of waterworks fittings is
usually determined by pressure-rating requirements and by the engineering
specifications of a particular municipal water authority. U.S. producers
generally indicated in questionnaire responses that, although a CDIW fitting
and a gray iron fitting of comparable size are interchangeable in most
applications, the CDIW fitting is likely to be the product of choice in new
construction because of its superior strength, higher pressure rating, and
greater ease of use. Similarly, the same producers indicated that, although
CDIW fittings can be interchanged with FBDIW fittings, they generally are not,
particularly in changes and repairs to existing systems, because of the extra
excavation, cutting, and additional materials (for instance, pipe and sleeves
and/or spool pieces) required to replace a FBDIW fitting with a CDIW fitting.
Large diameter fittings are generally not interchangeable with small diameter
fittings because of flow requirements. Fittings made of plastics are not
practical substitutes for CDIW fittings because of unreliable performance and
quality characteristics.3!

Waterworks fittings sold in the United States (both domestic and
imported) are manufactured in accordance with standards set by the
AWWA/ANSI .32 For this reason, U.S.-produced waterworks fittings and
waterworks fittings imported from China are believed to be completely
interchangeable. Furthermore, both U.S.-produced waterworks fittings and
waterworks fittings imported from China flow through the same chammels of
distribution, primarily waterworks distributors.

Iron glands and gland or accessory packs are not interchangeable with
waterworks fittings but rather are used to ensure the completeness of the seal
between the fitting and the pipe. Iron glands and accessory packs are sold
through the same channels of distribution as fittings, that is, through
waterworks distributors.

U.S. Tariff Treatment

Imports of waterworks fittings subject to this investigation are
provided for in subheading 7307.19.30 of the Harmonized Tariff Schedule of the
United States (HTS). The column l-general (most-favored-nation or MFN) rate
of duty for CDIW fittings is 6.2 percent ad valorem. Imports of separately
imported T-head bolts, SBR gaskets, and standard ductile iron glands are
provided for in HTS subheadings 7318.15.20, 4016.93.00, and 7307.19.90,
respectively. Under these tariff provisions, the MFN rate of duty for T-head
bolts is 0.7 percent ad valorem; the MFN rate for SBR gaskets is 3.5 percent
ad valorem; and the MFN rate for standard ductile iron glands is 6.2 percent

31 Mr. Luna, testimony, hearing transcript, p. 66.

32 AWWA/ANSI specification C153/A21.53 provides for compact ductile iron
fittings, 3 inches through 16 inches in nominal diameter, for water and other
liquids. AWWA/ANSI specification C110/A21.10 provides for full-bodied ductile
iron and gray iron fittings, measuring 3 inches through 48 inches in nominal
diameter, for use with water and other liquids.
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ad valorem. If bolts and gaskets enter in a single shipment with an
appropriate number of glands, the accessories are probably classified with the
glands, assuming that Customs decides to treat them as entireties, and are
dutiable at 6.2 percent ad valorem.

THE U.S. MARKET
U.S. Producers

In the Commission’s preliminary investigation, questionnaires were sent
to the five firms listed in the petition and to the two additional firms that,
the Commission had reason to believe, produced the subject waterworks
fittings. 1In this investigation, questionnaires were again sent to the 7
firms that supplied information in the preliminary investigation, and to an
additional 28 firms. Firms in the latter group were sent questionnaires based
on information obtained by the Commission from industry sources, including
petitioners, that they produced either iron glands, SBR gaskets, and/or Cor-
Ten steel T-head bolts. Responses were received from 25 firms, of which 10
indicated that they did not produce the subject products during the period for
which information was requested. The same seven firms that supplied
information on their waterworks fittings operations in the preliminary
investigation also supplied information in this investigation. One other firm
supplied information on its operations producing iron glands; one supplied
information with respect to its operations packaging gland packs; three
supplied information on their operations producing SBR gaskets; and two
supplied information on their operations producing Cor-Ten steel T-head bolts.
Information compiled from questionnaire responses of U.S. producers of SBR
gaskets and Cor-Ten steel T-head bolts is presented in appendix D.

Information concerning all known current U.S. producers of waterworks fittings
and iron glands is presented in table 1.

American Cast Iron Pipe Co. (American Cast Iron) produces waterworks
fittings and iron glands. It produces fittings in both ductile and gray iron,
whereas glands are produced only in ductile iron. #*%** the sale of ductile
iron pipe, valve products, welded steel pipe, and other steel products. As a
share of total reported U.S. production in 1992 of all waterworks fittings and
iron glands, American Cast accounted for #**%* percent and *** percent,
respectively.

Petitioner Clow Water Systems Co. (Clow) is a wholly owned subsidiary of
McWane, Inc., a Birmingham, AL, company with manufacturing interests in pipes,
fittings, waterworks valves, and fire hydrants.3® Clow has its corporate
offices in Oak Brook, IL, and produces pressure pipe and waterworks fittings

33 Other principal operating companies under McWane’s control include
Atlantic States Cast Iron Co., Phillipsburg, NJ; Clow Valve Co., Oskaloosa,
IA; Kennedy Valve Co., Elmira, NY; M & H Valve Co., Anniston, AL; McWane Cast
Iron Pipe Co., Birmingham, AL; Pacific States Cast Iron Co., Provo, UT; and,
Union Foundry Co., Anniston, AL. McWane also owns and controls two Canadian
operations: Canada Pipe Co., located in Hamilton, Ontario, and Clow Canada,
located in Concord, Ontario.



Table 1
Waterworks fittings and iron glands: Current U.S. producers, position on petition, location of production facility, products produced, ownership, and
establishment employment and production, 1992

Location of Subject

Position on production products Percent of
Firm petition facility produced Parent ownership
American Cast Iron Pipe Co. Wk Birmingham, AL A,B,C,D,E None $3)
Clow Water Systems Co. Petitioner ~ Coshocton, OH A,B,C McWane, Inc. 100
Griffin Pipe Products kK Lynchburg, VA A,B Wik hadd
Russell Pipe & Foundry tok Alexander City, AL Cc,D,E " None )
Shelco Foundries hadoded Jacksonville, AL E el bededd
Tyler Pipe Industries, Inc. Petitioner Tyler, TX; Felton, GA A,B,C,D,E,Fz v Tyler Corp. 100
Union Foundry Co. : Petitioner Anniston, AL A,B,D,E McWane, Inc. iOO
U.S. Pipe & Foundry Co. b Chattanoosa, TN . . A,B,D,E hadadel e

Average number of ' Reported establishment Share of total )

workers® employed Share of " production in 1992 - reported production

in 1992 in report- reported ' Waterworks Waterworks

ing establishment(s employment fittings Iron glands _fittings Iron glands

Percent @ =  ----e-me---- 1,000 pounds ---Percent-----=~----

American Cast Iron Pipe Co. boddd badalel hddd deded Bk : hddd
Clow Water Systems Co. ww ke etk 1y Wk (1)
Griffin Pipe Products hahdd habadd hdadd (1) kol 1)
Russell Pipe & Foﬁndry Heke hdd Hehk } ) ) hdedd (4)
Shelcleoundries wokede whh (1) | . T (1) ki
Tyler Pipe Industries, Inc. www . hahdd hadadd bl b Keked
Union Foundry Co. *hk whk ) kW - £.2 1 3 L2 22 *hh
U.S. Pipe & Foﬁndry Co. T3 g Wk Rk whk hhk *hk

A=CDIW fittings. B=FBDIW fittings. C=FBGIW fittings. D=Other waterworks fittings. E=Iron glands. F=SBR ;askets. G=T-head bolts and nuts.

1 Not applicable. .
Prior to April 1993, Tyler produced SBR gaskets through a subsidiary company known as Southeastern Assembly Co. In April 1993 Tyler sold the
sugsidiary to management and transferred gasket production to another Tyler-owned subsidiary, Tyler Couplings Co. located in Marshfield, MO.
4 Production and related workers producing all products.

Not available.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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at its production facility located in Coshocton, OH. Clow is also a sister
company to another McWane-owned CDIW producer, Union Foundry Co.

Griffin Pipe Products, a wholly owned subsidiary of #¥%%, produces
compact and full-bodied ductile iron waterworks fittings at its production
facility located in Lynchburg, VA. However, these waterworks fittings
accounted for only *** percent of its overall establishment net sales in its
most recent fiscal year. Ductile iron pressure pipe and gray iron soilpipe
represent the majority of its manufacturing operations.

Russell Pipe & Foundry (Russell), which *** the petition, produces gray
iron waterworks fittings and glands. Although Russell was unable to supply
the Commission with data on its U.S. production of glands, its reported 1992
production of waterworks fittings accounted for *** percent of total U.S.
production. ' ’

Shelco Foundries (Shelco), located in Jacksonville, AL, *%** produces
ductile iron glands using less than *%% of its workforce of production and
related workers. 'As a share of total U.S. production, it accounted for »#**
percent of the total in 1992.

Petitioner Tyler Pipe Industries (Tyler) is the largest U.S. producer of
waterworks fittings and glands, accounting for *%% percent and *** percent,
respectively, of U.S. production of such products in 1992. It is one of two
operating companies owned by Tyler Corp. of Dallas, TX, a holding company.
During the period for which information was requested, Tyler or its related or
affiliated companies produced ductile and gray iron waterworks fittings, iron
~glands, SBR gaskets, watermain pipe, fabricated pipe, tapping sleeves,
municipal castings, retainer glands, valve and service boxes, and grooved and
swivel hydrant fittings. Tyler also plans to begin manufacturing T-head nuts
and bolts in the United States in late 1993.

Petitioner Union Foundry Co. (Union), owned by McWane, Inc., produces
ductile iron waterworks fittings and glands at its manufacturing facility
located in Anniston, AL. About *%%* percent of the value of Union's total
establishment sales are accounted for by waterworks fittings; ductile iron
glands account for about *¥* percent of such sales. As a share of total U.S.
waterworks fittings and glands production, Union accounted for **¥* percent and
*%% percent, respectively, in 1992,

U.S. Pipe and Foundry Co. (U.S. Pipe), a subsidiary of *¥*, produces
waterworks fittings (ductile iron only) and glands at its production facility
~ located in Chattanooga, TN. U.S. Pipe typically sells waterworks fittings in
conjunction with the sale of waterpipe. '

The U.S. producers of SBR gaskets that the Commission’s staff was able
to identify include Champion Rubber, Inc. (Magnolia, TX); Reeves Rubber, Inc.
(Albertville, AL); Southeastern Assembly Co. (a former Tyler-owned company
located in Felton, GA); and Specification Rubber Products, Inc. (Alabaster,
AL). According to information supplied by Champion and Southeastern, their
" SBR gaskets are dedicated exclusively for use with MJ and push-on waterworks
fittings. Reeves Rubber and Specification Rubber, on the other hand,
indicated that they produce SBR gaskets for various uses, including such uses
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as waste container lids and hydrant and valve parts. The Commission’s staff
was also able to identify three U.S. producers of Cor-Ten steel T-head bolts.
These include Birmingham Fastener & Supply, Inc. (Birmingham, AL); Unytite,
Inc. (Peru, IL); and Vulcan Rivet & Bolt Corp. (Birmingham, AL). All three
firms indicated that the T-head bolts produced by them are dedicated for use
only with MJ waterworks fittings. :

U.S. Importers

According to information presented in the petition and according to
testimony presented at the Commission’s conference held in connection with the
preliminary investigation, two U.S. importers--Sigma Corp. (Sigma) and Star
Pipe Products, Inc. (Star)--account for close to 100 percent of the U.S.
imports of waterworks fittings and glands from China.3® Sigma has been
importing waterworks products into the United States and Canada since 1986.

It is :?* and is the  larger of the two U.S. importers of CDIW fittings from
China. - '

Star, which imports waterworks fittings mostly from China and Brazil,
started doing business in 1990 after it acquired the inventory of a firm that
previously imported.®® Star is ***-percent owned by *¥*,

Channels of Distribution

The vast majority of -all waterworks fittings and component parts (that
is, glands and/or accessory packs) sold in the United States, whether
domestically produced or imported from China, are sold through waterworks
distributors or so-called “waterworks houses.” For certain producers,
however, waterworks fittings are also sold directly to end-user customers in
conjunction with the sale of water pipe. Similarly, a small percentage of
glands is also sold to other domestic producers of waterworks fittings that do
not produce the glands or accessory packs.

The prominence of waterworks distributors in the distribution chain has
evolved only since the 1980s. Previously, sales of waterworks fittings were
generally made directly from the manufacturer to the end user as part of the
sale of water pipe.®’ Currently, U.S. waterworks distributors number in the
thousands and generally handle the full spectrum of waterworks products,
including iron glands, gland or accessory packs, pipes, valves, fire hydrants,

3 petition, p. 8, and conference transcript, pp. 123 and 124.
35 ek,

36 Star *¥%%, %% currently imports man-hole covers but not waterworks
fittings. '
37 Conference transcript, p. 23.
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and so forth.3® Most waterworks distributors are independent firms, not owned
by or affiliated with U.S. producers or importers.3’

In terms of waterworks fittings and accessories, waterworks distributors
are more active in smaller diameter fittings and accessories than in larger
size products.*’ For this reason, distributors usually inventory a full and
complete range of fittings and accessories in sizes 16 inches and under in
diameter. This practice allows end users a greater flexibility in meeting
their immediate requirements.

Apparent U.S. Consumption
Waterworks Fittings

Data on apparent U.S. consumption of waterworks fittings are presented
in table 2. Reflecting a generally weak economy, particularly in the area of
new construction and homebuilding, the quantity of apparent U.S. consumption
fell irregularly by 7 percent from 1990 to 1992 and declined by 2 percent from
January-March 1992 to January-March 1993. Apparent U.S. consumption decreased
from *** pounds, valued at $***, in 1990 to *** pounds, valued at $*** in
1992. From January-March 1992 to January-March 1993, apparent U.S.
consumption dipped from *** pounds, valued at $***, to **%* pounds, valued at
Sk

Iron Glands

Within the same size dimensions, MJ waterworks fittings, MJ water pipe,
valves, and hydrants have common joints. Glands are used almost exclusively
with these products because of the interchangeability of the joints.*! In
waterworks fittings, glands are used to secure the MJ fitting to
the pipe with the aid of an SBR gasket and the requisite number of T-head
bolts. Glands, like fittings, serve both the new construction market and the
replacement or repair market. Given the various configurations of MJ
waterworks fittings, for instance, crosses, tees, and wyes, no fewer than two
and as many as four glands may be required for a given fitting.

38 gigma Corp. alone sells imported waterworks fittings through more than
400 distributors throughout the United States (conference transcript, pp. 104
and 105). The company also sells imported products through two firms that it
describes as ”“master wholesalers.” These two so-called “master wholesalers”
buy waterworks fittings from Sigma and then resell the products to
distributors. These wholesalers are given exclusive territorial rights in
markets that are limited in size. Such markets include Alabama, Florida,
Georgia, Idaho, Kentucky, North and South Carolina, Oregon, and the State of
Washington.

3% One known exception is the relationship between Sigma Corp. and **%,6 a
firm in which Sigma *¥*%. #*%% is one of two “master wholesalers” of Sigma’s
imported waterworks products. *¥%% is also partly owned by *¥¥,

40 petitioners’ posthearing brief, p. 11.

41 petition, p. 5. See also conference transcript, pp. 63 and 64.
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Table 2

Waterworks fittings: U.S. shipments of domestic product, U.S. shipments of
imports, and apparent U.S. consumption, 1990-92, January-March 1992, and
January-March 1993

Jan.-Mar. --
Item 1990 1991 1992 1992 1993

Quantity (1.000 pounds)

Producers’ U.S. shipments.... *kk *x% *kk *x% *kk
Importers’ U.S. shipments:
China (subject)............ *kd Tk *kk *k% Sk
Other sources.............. *k% Fk% *%% Fk%k *k%
Total..........covivnnn. *kk *x% *kk *kk *kk
Apparent consumption... *kk *xk xx% Seksk *kk

Value (1,000 dollars)

Producers’ U.S. shipments.... *kk *xk *kk *k% *kk
Importers’ U.S. shipments:

China (subject)............ *kk *¥% *kk Fxk *kk

Other sources.............. *kk *x% *¥k% *%% *x%k

Total.........oovvinnnn. fatax,d *k¥ hakakad **% Fk%

Apparent consumption... *kk dh% hatakd kX *k%

Share of the quantity of U.S. consumption
(percent)

Producers’ U.S. shipments.... 96.7 93.5 90.0 91.8 88.3
Importers’ U.S. shipments:

China (subject)............ 2.4 4.1 6.6 5.3 6.5

Other sources.............. 9 2.4 3.4 2.9 5.1

Total..............ouun.. 3.3 6.5 10.0 8.2 11.7

Share of the value of U.S. consumption
(pexcent)

Producers’ U.S. shipments.... 97.0 94.9 92.8 94.1 92.4
Importers’ U.S. shipments:

China (subject)............ 2.2 3.3 4.4 3.7 4.1

Other sources.............. .8 1.9 2.8 2.2 3.5

Total.......ovvvinnenn.. 3.0 5.1 7.2 5.9 7.6

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.
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The quantity and value of apparent U.S. consumption of glands fluctuated
appreciably during the period for which information was requested. Apparent
U.S. consumption rose irregularly from *** pounds, valued at $***, in 1990 to
*%% pounds, valued at $*¥*, in 1992 (table 3). The uneven 1990 to 1992
increase represented a 9-percent gain by quantity and a 15-percent gain by
value. This trend continued into 1993 as the quantity and value of apparent
U.S. consumption increased by 21 percent and 17 percent, respectively, from
January-March 1992 to January-March 1993.

CONSIDERATION OF MATERIAL INJURY TO AN INDUSTRY IN THE UNITED STATES

The information in this section of the report was compiled from
responses to questionnaires of the U.S. International Trade Commission. Seven
firms, which are believed to account for virtually all U.S. production of
waterworks fittings, supplied information on their operations producing
waterworks fittings. These seven firms include American Cast Iron, Clow,
Griffin Pipe Products, Russell, Tyler, Union, and U.S. Pipe. American Cast
Iron, Tyler, Union, and U.S. Pipe also supplied information on their
operations producing iron glands. Together with information supplied by
another firm, Shelco Foundries, these five firms are believed to account for a
significant share of the total of all U.S. production of iron glands used with
waterworks products.

Two firms, Package Distribution Systems and Russell Pipe Sales Corp.,
supplied information on their operations involved in packaging/assembling
gland or accessory packs.‘? Questionnaire responses were also received from
two firms, Birmingham Fastener & Supply, Inc. (Birmingham, AL), and Unytite,
Inc. (Peru, IL), that produce Cor-Ten steel T-head bolts, and from four firms,
Champion Rubber, Inc. (Magnolia, TX); Reeves Rubber, Inc. (Albertville, AL);
Specification Rubber Products, Inc. (Alabaster, AL); and Tyler, that produce
SBR gaskets.

The information that follows is based on questionnaire responses of the
firms mentioned above. Additional and summary information supplied by the
responding firms is presented in appendix D.

U.S. Production, Capacity, and Capacity Utilization
‘Waterworks Fittings

U.S. production of all waterworks fittings declined irregularly from
194.5 million pounds in 1990 to 171.8 million pounds in 1992, a decrease of
nearly 12 percent (table 4). Production continued to trend downward in 1993,
falling from 45.2 million pounds in January-March 1992 to 38.9 million pounds
in January-March 1993, a decrease of 14 percent. Although U.S. producers’

42 package Distribution Systems *¥%.  #*%* packages gland packs exclusively
for the U.S. importer Sigma. Sigma, which has a **¥-percent equity interest
in **¥ sells about *%* percent of the volume of its U.S. imports of iron
glands to #**%* for packaging into gland packs.
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Table 3
Iron glands: U.S. shipments of domestic product, U.S. shipments of imports,

and apparent U.S. consumption, 1990-92, January-March 1992, and January-March
1993 : .

Jan.-Mar. --
Item 1990 1991 1992 1992 1993

Quantity (1.000 pounds)

Producers’ U.S. shipments.... Fokk ook Fokk *kk Fkek
Importers’ U.S. shipments:
China (subject)............ *kk ke *kk Fkk okt
Other sources.............. *hk *kk *kk *xk Fkxk
Total...........oovevann. bkl *kk Fkk *kk k¥
Apparent consumption... fakakad *k% *x% sk *kk

Value (1,000 dollars)

Producers’ U.S. shipments.... ke *kk *kk k% *k%
Importers’ U.S. shipments:

China (subject)............ *xk ¥k *k%k *kk ke

Other sources.............. *kk ok *x% *kk *k%k

Total........covvvinnnnn. Fkk akakad ¥k *k%k *k%k

Apparent consumption... dk% dk% k. Fx% *xk

Share of the quantity of U.S. consumption
(pexcent)

Producers’ U.S. shipments.... 97.9 93.1 92.5 92.2 92.0
Importers’ U.S. shipments:

China (subject)............ 0 1.6 4.9 6.3 1.1

Other sources.............. 2.1 5.3 2.5 1.5 6.8

Total.................... 2.1 6.9 7.5 7.8 8.0

Share of the value of U.S. consumption
(percent)

Producers’ U.S. shipments.... 97.8 93.7 93.4 93.3 92.8
Importers’ U.S. shipments:

China (subject)............ 0 1.4 4.1 5.1 .9

Other sources.............. 2.2 5.0 2.5 1.5 6.2

Total.................... 2.2 6.3 6.6 6.7 7.2

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.
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Table 4

Waterworks fittings: U.S. capacity, production, and capacity utilization,
1990-92, January-March 1992, and January-March 1993

' Jan.-Mar. --
Item 1990 1991 1992 1992 1993
Average-of-period capacity
(1,000 pounds)............. 282,237 279,951 286,177 71,695 71,596
Production (1,000 pounds).... 194,473 160,236 171,827 45,151 38,869
Average-of-period capacity -
utilization (percent)...... 70.5 58.6 61.4 64.4 55.6

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.

production capacity changed only marginally during the period for which
information was requested, there was a noticeable decline in U.S. producers’
capacity utilization. Capacity utilization declined from 71 percent in 1990
to 61 percent in 1992 and fell from 64 percent in January-March 1992 to 56
percent in the corresponding 1993 period.®

Data on U.S. producers’ production capacity of CDIW fittings measuring
not over 16 inches in nominal diameter are presented in table D-2. U.S.
producers’ capacity and production of such fittings represented a significant
share of U.S. producers’ overall capacity and production of all
waterworks fittings,* as shown in the following tabulation (in percent):

* * * * * * *

Iron Glands

After falling by 10 percent to 22.4 million pounds from 1990 to 1991,
U.S. producers’ production of iron glands rose by 6 percent to 23.7 million
pounds in 1992 and increased by 10 percent from January-March 1992 to January-
March 1993 (table 5). U.S. producers’ average-of-period capacity rose
steadily during the period for which information was requested, increasing

4 U.s. producers reported capacity on the basis of operating, on average,
56 hours per week, 48 weeks per year.

4“4 Excluding ***, which was unable to provide usable detail on its CDIW
fittings not over 16 inches.
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Table 5
Iron glands: U.S. capacity, production, and capacity utilization, 1990-92,
January-March 1992, and January-March 1993

Jan. -Mar. --
Item 1990 1991 1992 1992 1993
Average-of-period capacity :

(1,000 pounds)............. Kk *kk Frk ks ok
Production (1,000 pounds).... 24,789 22,423 23,746 5,051 5,555
Average-of-period capacity

utilization (percent)...... Fk%k *hsk *xk ek Fkk

Note.--Capacity utilization is calculated u31ng data of firms providing both
capacity and production information.

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

from *** pounds in 1990 to *** pounds in 1992 and increasing from *¥¥% pounds
in January-March 1992 to *¥** pounds in the comparable 1993 period. U.S.
producers’ capacity utilization fell unevenly from #*** percent in 1990 to *¥*
percent in 1992 and dropped from #*** percent in January-March 1992 to *¥*
percent in January-March 1993.

**% accounted for the bulk of U.S. production of glands used with CDIW
fittings during the period for which .information was requested. Their
combined share of production totaled *** percent in 1990, **%* percent in 1991,
*%¥% percent in 1992, and *¥* percent in the first 3 months of 1993.

Data on U.S. producers’ production and production capacity of glands
used with CDIW fittings by sizes are presented separately in tables D-9 and D-
10. U.S. producers’ production of ductile iron glands used with CDIW fittings
not over 16 inches in nominal diameter as a share of U.S. production of all
glands increased from **%* percent in 1990 to *¥* percent in 1992, and
increased to *** percent in the first three months of 1993, as shown in the
following tabulation (in percent):

% * * * * * *

Although firms reported their production of glands on the basis of the
intended use of the gland with specific types of waterworks fittings, as
requested in the Commission’s questionnaire, it should be noted that glands
made of ductile iron may be used with either CDIW fittings, FBDIW fittings, or
FBGIW fittings. The same is not true for glands made of gray iron, which are
generally limited to use with gray iron fittings.
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U.S. Producers’ Shipments
Waterworks Fittings

The volume of U.S. producers’ shipments of waterworks fittings is slowed
or advanced, in part, by the level of spending for new residential
construction or for repairs to existing municipal water systems. Slowed
housing starts and delayed funding for capital spending projects by
municipalities were particularly in evidence during the period for which
information was requested in this investigation. Partly as a result of
these adverse economic conditions, U.S. producers‘’ total U.S. shipments
(company transfers and domestic shipments) of waterworks fittings declined
from *¥** pounds in 1990 to *** pounds in 1992 (table 6).% However, such
shipments increased in value from $*** to $¥** over the same period. From
January-March 1992 to January-March 1993, such shipments fell from *¥* pounds,
valued at $***, to *** pounds, valued at $***  The average unit value of U.S.
producers’ U.S. shipments rose steadily during the period for which
information was requested, increasing from *%* per pound in 1990 to **%* per
pound in the interim 1993 period. )

As a share of the quantity of U.S. producers’ U.S. shipments of all
waterworks fittings, CDIW fittings not over 16 inches accounted for about
*%% of the total during the period for which information was requested, as
shown in the following tabulation (in percent):

* * * * * * *

In terms of value, U.S. producers’ U.S. shipments of CDIW fittings not over 16
inches as a share of U.S. producers’ U.S. shipments of all waterworks fittings
fell from *** percent in 1990 to *** percent in 1992, and dropped from *¥*
percent in January-March 1992 to **%%* percent in January-March 1993.

The Commission’s producers’ questionnaire also requested U.S. producers
to report their U.S. shipments of waterworks fittings on the basis of the
number of individual pieces shipped. Only three firms, *%% 6 *%% and #*%%,
correctly supplied this information. As shown in the following tabulation, in
terms of units, U.S. producers’ U.S. shipments of CDIW fittings not over 16
inches in nominal diameter accounted for between *¥** percent and *** percent
of U.S. producers’ U.S. shipments of all waterworks fittings during the period
for which information was requested: '

* * * * % * *

4 Tyler’s reported U.S. shipments declined by *** percent from 1990 to
1992 and by *** percent from January-March 1992 to January-March 1993. 1In his
letter to shareholders in Tyler Corp.‘s 1992 annual report, Robert R. Woodson,
chief executive officer, states: "Again this year Tyler Pipe was confronted
by depressed nonresidential construction markets which caused a decline in
tonnage. Notwithstanding this drop in volume, better prices produced modestly
higher sales and a significant advance in operating profit.”
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Table 6
Waterworks fittings: Shipments by U.S. producers, by types, 1990-92,
January-March 1992, and January-March 1993

' Jan.-Mar. --
Ite 1990 1991 1992 1992 1993
Quantity (1,000 pounds)

Company transfers............ *kk *kk *kk Fkk *kk

Domestic shipments.......... 187,891 158,505 162,123 36.775 34,770
Subtotal................. *kk Fkk Fkk *kk *kk

Exports............oooiint .. bakakud kd% *k% *%k% *%k%
Total...........oovnn.. *xk *kk *kk *kk *k%

Value (1.000 dollars)

Company transfers............ *kk *kk *dkek ek ek

Domestic shipments.......... 153,266 142.362. 154,802 ~ 33.834 36,651
Subtotal................. *kk *kk *kk *kk *kk

Exports........ ... *xk *%x% *kk kkk Fkk
Total..........covvvivnnn. *kk ¥k Eaatud k% *kk

Unit value (per pound)

Company transfers............ $Hrkk Sk Sk §edek Sk

Domestic shipments........... .82 .90 .95 .92 1.05
Average...........cuun... Fekek Fkk *kk. *kk *kk

Exports......... oot *k% *xk *x% *xk F*kk
Average................ .. *kk *kk *%k *kk *kk

1 ek

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.

*%** were the only two firms that reported export shipments of waterworks
fittings during the period for which information was requested. However, such
exports were relatively small, accounting for *%% percent of the quantity and
*** percent of the value of the two firms’ combined total shipments in 1992.

Iron Glands

Iron glands intended for use with waterworks fittings are shipped to
distributor customers in loose form (that is, separate from the fittings) or
as part of an accessory pack. A small percentage of glands is also sold to
other domestic producers of waterworks fittings that do not produce the glands
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or accessory packs.“® As a matter of course, U.S. producers generally do not

record the number of accessory packs that are sold with fittings.%’ However,
petitioners estimate that the vast majority of fittings and accessories are
sold as a package.‘® Tyler, which accounts for *** of U.S. gland production,
estimates that at least *%¥ percent of its fittings are sold with accessory
packs.

The quantity and value of U.S. producers’ total shipments of iron glands
(exports were negligible) increased unevenly from 1990 to 1992 and rose from
January-March 1992 to January-March 1993. Such shipments increased from ***
pounds, valued at $***, in 1990 to *** pounds, valued at $¥**, in 1992 (table
7). From January-March 1992 to January-March 1993, U.S. producers’ total
shipments rose from *** pounds, valued at $**¥, to *** pounds, valued at §$¥¥*,
The average unit value of such shipments fluctuated marginally from #**%* per
pound in 1990 to *** per pound in 1992 and increased from *** per pound in
January-March 1992 to *** per pound in the corresponding 1993 period.

The quantity of U.S. producers’ U.S. shipments of ductile iron glands
intended for use with CDIW fittings not over 16 inches in nominal diameter as
a share of the quantity of U.S. producers’ U.S. shipments of all glands rose
from *** percent in 1990 to #*** percent in 1992, and fell from *%** percent in
January-March 1992 to *** percent in the corresponding 1993 period, as shown
in the following tabulation (in percent):

* % % * * * *

U.S. Producers’ Inventories

Waterworks Fittings

U.S. producers’ inventories of all waterworks fittings declined from
56.8 million pounds in 1990 to slightly over 51 million pounds in 1991-92 and
fell from 57.4 million pounds in January-March 1992 to 53.3 million pounds in
January-March 1993 (table 8). The ratio of inventories to production and the
ratio of inventories to shipments fluctuated between 29 percent and 34 percent
and between *¥** percent and *%* percent, respectively, during the period for
which information was requested.

4 Posthearing brief, p. 13, n. 12.
47 1bid., p. 12, n. 11.
48 Ibid., pp. 12 and 13.
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Table 7
Iron glands: Shipments by U.S. producers, by types, 1990-92, January-March
1992, and January-March 1993

Jan. -Mar, --
Item 1990 1991 1992 1992 1993

Quantity (1.000 pounds)

Company transfers............ *hk *kk F*kk kkk *kk
Domestic shipments......:..... _18,537 14,687 18,343 3.847 4,252
Subtotal................. *kk Fkk F*kk *kk ek
Exports........cooiiiinn. *xk *xk Fekk k% Kk
Total.........c..oovnnnn. *%%k *kk *k¥ Foksk Sk

Value (1,000 dollars)

Company transfers............ *kk *xk L I F*kk
Domestic shipments........... 7,543 6,611 7.898 1,791 1,573
Subtotal................. *kk Fdek Fkk *kk Fekede
Exports..........ooiiiiiiin Fkk *xk bkl kkk k%
Total..............coonn *%% *kk Fkk Kk d

Unit wvalue (per pound)

Company transfers............ Sk Sk Shkk Sk Sk
Domestic shipments........... .51 .52 .46 .51 48
Average.......... . ci0innn Fxk *k%k **% ddk *kk
Exports........ccoiiiiiienn bkl fakutad *kk Fkk *kk
Average.........c.civunenn Fkk *kk *kk Fkk dkk

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.
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Waterworks fittings: End-of-period inventories of U.S. producers, 1990-92,
January-March 1992, and January-March 1993 ‘

Jan.-Mar, --

Item 1990 1991 1992 1992 1993

Inventories (1,000 pounds)... 56,753 51,329 51,375 57,392 53,330
Ratio of inventories to--
Production (percent)....... 29.2 32.0 29.9 31.8 34.3
U.S. shipments (percent)... *kk *kk *hk ko ke
Total shipments (percent).. *kk *kk Fkk *hk *kk

Note.--Ratios are calculated using data of firms supplying both numerator and
denominator information. Part-year inventory ratios are annualized.

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

U.S. producers’ inventories of CDIW fittings not over 16 inches in
nominal diameter as a share of inventories of all waterworks fittings
increased steadily from 1990 to 1992 but then declined from January-March 1992
to January-March 1993, as shown in the following tabulation (in percent):

‘ Jan.-Mar. --
1990 1991 1992 1992 1993
CDIW fittings not )
over 16”7........... 27.0 29.1 30.7 32.9 31.0

Iron Glands

U.S. producers’ inventories of iron glands increased from *** pounds in
1990 to *** pounds in 1991 and 1992 (table 9). From January-March 1992 to
January-March 1993, such inventories fell by just over 1 percent. The ratios
of inventories to production and inventories to shipments increased sharply
from 1990 to 1991 and then declined significantly from 1991 to 1992 and from
January-March 1992 to January-March 1993.

U.S. Producers’ Purchases

U.S. producers’ purchases of U.S.-produced waterworks fittings decreased
irregularly by 13 percent from 1990 to 1992 and increased by 34 percent from
January-March 1992 to January-March 1993, as shown in the following tabulation
(in 1,000 pounds):

* * * * * * *
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Table 9 .
Iron glands: End-of-period inventories of U.S. producers, 1990-92,
January-March 1992, and January-March 1993

Jan. -Mar. --
Item ' 1990 1991 1992 1992 1993

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

In contrast, U.S. producers’ purchases of U.S.-produced glands used with CDIW
fittings increased by 37 percent from 1990 to 1992 and decreased by 9 percent
from January-March 1992 to January-March 1993. U.S. producers’ purchases of
Chinese-produced waterworks fittings fluctuated upward from 1990 to 1992 and
decreased to **% from January-March 1992 to January-March 1993. Such
purchases of glands used with CDIW fittings increased steadily during the
period for which information was requested.

Employment, Wages, and Productivity
Waterworks Fittings

All seven firms that produce waterworks fittings were able to supply
employment information related to their U.S. establishments in which
waterworks fittings are produced. Of the seven firms responding to the
questionnaire, three (***) indicated that they reduced the number of
production and related workers (PRWs) producing waterworks fittings during the
period for which information was requested. Of the *¥%* PRWs affected by these
reductions, *** were permanently displaced.“’ Reduced sales volume and lack
of work were the two reasons cited by these three firms for their labor
reductions. PRWs employed by all but two of the firms, **¥, are covered under
union contracts.’

Employment data supplied by U.S. producers are shown in table 10.
Generally, the employment indicators declined from 1990 to 1991, increased
from 1991 to 1992, and declined from January-March 1992 to January-March 1993.
The total number of PRWs producing waterworks fittings fell by 8 percent from

4 %%%* reported a permanent reduction of *** PRWs in 1991 and temporary
reductions of *** and *** PRWs in 1992 and 1993, respectively. The duration
of these temporary reductions was from #***% to *%% days. %*¥%*% reported
permanent reductions of *¥** and *%* PRWs in 1992 and 1993, respectively. ¥¥%*,
on the other hand, reported a reduction of *** PRWs in 1990 and *** in 1992,
*%% of which were permanently displaced. '

50 %% indicated in its questionnaire response that *¥%,
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Table 10

Average number of U.S. production and related workers producing waterworks
fittings, hours worked,! wages and total compensation paid to such employees,
and hourly wages, productivity, and unit production costs,? 1990-92,
January-March 1992, and January-March 19933

Jan. -Mar, --

Item 1990 1991 1992 1992 1993
Production and related

workers (PRWs)............. 1,890 1,732 1,740 1,730 1,738
Hours worked by PRWs (1,000

hours)..................... 4,107 3,528 3,433 912 822
Wages paid to PRWs (1,000

dollars).........ccecuuunnn. 46,889 41,952 42,450 10,430 9,942
Total compensation paid to

PRWs (1,000 dollars)....... 62,673 58,112 57,850 14,279 13,638
Hourly wages paid to PRWs.... $11.42 $11.89 $12.37 - $11.44 $12.09
Hourly total compensation -

paid to PRWs............... $15.26 $16.47 $16.85 $15.66 $16.59
Productivity (pounds per

hour).............. ... ... 47.4 45.4 50.1 49.5 47.3
Unit labor costs (per

pound)..... ettt e, $0.32 $0.36 $0.34 $0.32 $0.35

! Includes hours worked plus hours of paid leave time.

2 On the basis of total compensation paid.

3 Firms providing employment data accounted for 100 percent of reported
total U.S. shipments in 1992.

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.

1990 to 1991 and increased only marginally (by 8 workers) from 1991 to 1992
and from January-March 1992 to January-March 1993. The number of hours worked
and the total compensation paid to such workers declined steadily during the
period for which information was requested. The number of hours worked by
PRWs fell by 16 percent from 1990 to 1992 and by nearly 10 percent from
January-March 1992 to January-March 1993. Similarly, total compensation paid
to PRWs fell by 8 percent from 1990 to 1992 and declined by 4 percent from
January-March 1992 to January-March 1993. Productivity of those same workers
dipped from 47 pounds per worker hour in 1990 to 45 pounds per worker hour in
1991, increased to 50 pounds per worker hour in 1992, and fell from about the
same level in January-March 1992 to 47 pounds per worker hour in January-
March 1993. U.S. producers’ unit labor costs, on a per-pound basis, increased
from 32 cents in 1990 to 36 cents in 1991, fell back to 34 cents in 1992, and
rose to 35 cents in January-March 1993 from 32 cents in the corresponding 1992
period.
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Iron Glands

Five firms supplied employment information relating to their
establishments in which glands are produced. All but one of these firms also
produce waterworks fittings.

As shown in table 11, the number of PRWs employed in the five U.S.
establishments fell by 16 percent, or by 42 workers, from 1990 to 1992 and
increased by 51 workers, or by 25 percent, from January-March 1992 to January-
March 1993. The number of hours worked by such workers rose steadily over the
same period, increasing by 9 percent from 1990 to 1992 and by 6 percent from
January-March 1992 to January-March 1993. Total compensation paid to PRWs
increased irregularly, by slightly over 1 percent, from 1990 to 1992 and
increased by nearly 13 percent from January-March 1992 to January-March 1993.
Hourly total compensation paid to PRWs declined steadily from 1990 to 1992,
falling from $15.56 per hour in 1990 to $14.43 per hour in 1992. However,
this trend was reversed in the first 3 months of 1993 as hourly total
compensation rose from $14.14 in January-March 1992 to $14.97 in the
comparable 1993 period. Productivity of PRWs fell by nearly 14 percent from
1990 to 1991 and increased only slightly from 1991 to 1992 and from January-
March 1992 to January-March 1993. U.S. producers’ unit labor costs rose
irregularly from 38 cents per pound in 1990 to 40 cents per pound in 1992, and
increased by a penny per pound from January-March 1992 to January-March 1993.

Financial Experience of U.S. Producers
Seven producers,®® accounting for all known U.S. production of
waterworks fittings in 1992, supplied the financial data presented in this
section.%? Financial data for producers of CDIW fittings under 16 inches,
iron glands, and gland (accessory) packs are also presented in this section.

Overall Establishment Operations

In addition to the products under investigation, the producers’
establishments manufacture other types of fittings, pipes, valves, and
castings on some of the same equipment as waterworks fittings. The overall
establishment financial data are not presented in this report because of the
wide variation in the proportion of fittings to total sales for each company.

51 These producers are American, Clow, Griffin, Russell, Tyler, Union, and
U.S. Pipe.

52 Summary financial data on the specific types of fittings (CDIW, full-
bodied, and gray iron) as well as size delineation (over and under 16”) are
presented in appendix D. Financial data for producers of SBR gaskets and
Cor-ten steel T-head bolts are also presented in appendix D.
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Table 11

Average number of U.S. production and related workers producing iron glands,
hours worked,! wages and total compensation paid to such employees, and hourly
wages, productivity, and unit production costs,? 1990-92, January-March 1992,
and January-March 19933

Jan.-Mar. --

Item 1990 1991 1992 1992 1993
Production and related

workers (PRWs)............. 267 235 225 205 256
Hours worked by PRWs (1,000

hours).........ccivvene... 598 626 653 154 164
Wages paid to PRWs (1,000

dollars)......cciivuvuennn. 6,747 6,722 6,889 1,591 1,802
Total compensation paid to

PRWs (1,000 dollars)....... 9,306 9,196 9,425 2,178 2,455
Hourly wages paid to PRWs.... §11.28 $10.74 $10.55 ©$10.33 $10.99
Hourly total compensation ’

paid to PRWs............ ... $15.56 $14.69 $14.43 $14.14 $14.97
Productivity (pounds per

hour)........... ..., 41.5 35.8 36.4 32.8 33.9
Unit labor costs (per

pound)........ oot $0.38 $0.41 $0.40 $0.43 $0.44

! Includes hours worked plus hours of paid leave time.

2 On the basis of total compensation paid.

3 Firms providing employment data accounted for 100 percent of reported
total U.S. shipments in 1992.

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.

Operations on All Waterworks Fittings

The income-and-loss experience of U.S. producers on their operations
producing all waterworks fittings is presented in table 12. Net sales
decreased by 9.0 percent, from $158.6 million in 1990 to $144.3 million in
1991. 1In 1992, sales were $157.3 million, an increase of 9.0 percent over
1991 sales. Operating losses were $2.7 million in 1990. Operating income was
$35,000 in 1991 and $1.3 million in 1992. Operating income (loss) margins, as
a ratio to net sales, were (1.7) percent in 1990, less than 0.05 percent in
1991, and 0.8 percent in 1992. Operating losses were incurred by five
companies in 1990, three in 1991, and four in 1992.

Net sales in interim 1993 were $35.1 million, an increase of 4.6 percent
over interim 1992 sales of $33.6 million. Operating income was $185,000 in
interim 1992 and $108,000 in interim 1993. Four companies incurred operating
losses in interim 1992 and interim 1993.
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Table 12

Income-and-loss experience of U.S. producers on their operations producing
all waterworks fittings, fiscal years 1990-92, January-March 1992, and
January-March 19931 2

Januarx-March-;
Item 1990 1991 1992 1992 1993 .

Value (1,000 dollars)

Net sales....... ... 158,627 144,283 157,326 33,552 35,112
Cost of goods sold........... 149,770 131.671 142,955 30,260 31,542
Gross profit................. 8,857 12,612 14,371 3,292 3,570
Selling, general, and . '

administrative expenses....__11,531 12,577 13,092 3,107 3.462
Operating income or (loss)... (2,674) 35 1,279 185 108
Startup or shutdown expense.. sk ke *kk ke F*kk
Interest expense®............ Fkk kst Fkk ok *kk
Other expense, net........... *%¥* *x% *%¥ - adatad F%kk
Net (loss) before income

EAXES . ivneeneecenanenonns (17,818) (10,984) (4,152) (1,498) (1,647)
Depreciation and amortiza-

tion....ovviiiiiiiii e 4,930 6.886 6,987 1.647 1.811
Cash flow*................... (12,888) (4.098) 2,835 149 164

Ratio to net sales (percent)

Cost of goods sold........... 94 .4 91.3 90.9 90.2 89.8
Gross profit................. 5.6 8.7 9.1 9.8 10.2
Selling, general, and

administrative expenses.... 7.3 8.7 8.3 9.3 9.9
Operating income or (loss)... (1.7) (5) 0.8 0.6 0.3
Net (loss) before income

BAXES. .o ivvererrtrennnnnnns (11.2) (7.6) (2.6) (4.5) (4.7

Number of firms reporting

Operating losses..... e 5 3 4 4 4
Net losses........cvvvveennnn 6 5 5 5 5
Data.....ciiiiviinneinnnennn 7 7 7 7 7

! The producers are American, Clow, Griffin, Russell, Tyler, Union, and U.S.
Pipe.

2 Fiscal years for American, Clow, Russell, Union, and Tyler end December
31. U.S. Pipe’s fiscal year ends May 31, and Griffin’s ends September 30.

3 Interest expense was primarily for two companies (¥¥%¥), kkk

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

5 Less than 0.05 percent.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Selected income-and-loss data, by company, are presented in table 13.
There was a wide variation in performance among the producers. Some of these
differences may be due to variations in product mix and such regional economic
factors as the level of spending for nonresidential construction, governmental
infrastructure expenditures, and seasonal spending patterns related to
weather. These factors were noted in the annual reports of two of the
producers.

As stated in Amstead’s (Griffin) 1991 annual report:

"Ductile iron pressure pipe and fittings for water transmission
and cast iron soil pipe for wastewater transmission are
manufactured by Griffin Pipe Products Co. The level of housing
starts and the improvements being made to municipal water systems
are the principal factors underlying the demand for water and
wastewater pipe.">

Tyler’s 1992 annual report stated the following:

"Again this year Tyler Pipe was confronted by depressed
nonresidential construction markets which caused a decline in
tonnage. Notwithstanding this drop in volume, better prices
produced modestly higher sales and a significant advance in
operating profit."

"The coming quarter’s (1993) earnings comparison may be weak due
to Tyler Pipe’s unusual seasonal pattern in 1992. An extremely
mild winter resulted in a significant volume increase during
first-quarter 1992 while tonnage for the year as a whole was down
modestly. "%

Tyler’s data were verified by the staff. %%,

Per-Unit Analysis

A summary of the income-and-loss data on all waterworks fittings, by
firms, on a dollars-per-pound basis is shown in table 14. Because of the
diverse product mix (size and/or type of fitting), the aggregate per-unit
values do not reflect the wide variations among the individual producers.

In the aggregate, average unit sales values and the cost of goods sold
increased in every subsequent period. However, the increase in unit sales
values and unit costs may be due to a change in the product mix, i.e., larger
units with higher value being produced and shipped.

% Amstead Industries, "Operations Review," 1991 Annual Report, p. 8.
% Tyler Corporation, "Letter from the Chief Executive Officer”, 1992

Annual Report, p. 4.
3 1bid., p.5.
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Table 13 ,

Income-and-loss experience of U.S. producers on their operations producing all
waterworks fittings, by firms, fiscal years 1990-92, January-March 1992, and
January-March 1993 ,

» January-March--
Item 1990 1991 1992 1992 1993

Value (1,000 dollars)
Net sales:

American............ . k%% Fkk *dkk ek *kk
Clow........oievunn *¥k%k Xk sk ko ks
Griffin............. Fkk ke _ *%k *kk *kk
Russell............. *kk *kk *kk *kek *kk
Tyler............... *kk Fekedk Fkk *kk Kk
Union............... F*ekok sekk Fkk Jekk ks
U.S. Pipe........... *k% Fkk *kk *kk *k%

Total............. 158,627 144,283 157,326 33,552 35,112

Operating income or -

(loss):
American............ *kk Fokk Jedkesk %k Kk
Clow......covveennnn Kk dkk L ek Ferkk dekk
Griffin............. k% *kk *kk Fkk k%
Russell......... e ek ek kk sk Fokk
Tyler............ e ek *kk *hk N i *kk
Union............... *xKk *kk Fk% *kk *kk
U.S. Pipe........... Fkk *kk *okok Kok Fokk

Total............. (2.674) 35 1.279 185 108

Ratio to net sales (percent)

Operating income or

(loss):
American............ *dk *kk xRk dk¥ ekk
Clow..........ooon. *kk *kk Kk Jokk *kk
Griffin............. F¥k k¥ *dk *k%k *kk
Russell............. *k%k Fokk *k% Fkk ek
Tyler............... *kk Fekk *Rk *kk Fokk
Union............... *kk *k% *kk *%k%k kkdk
U.S. Pipe....... o *kk *kk Yok k%% *k%k

Average........... (1.7) S 0.8 0.6 0.3

! Less than 0.05 percent.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 14

Income-and-loss experience on a dollars-per-pound basis of U.S. producers on
their operations producing all waterworks fittings, by firms, fiscal years
1990-92, January-March 1992, and January-March 1993

. - : January-March- -
Item _ 1990 1991 1992 1992 -1993

Quantity (pounds)
Net sales: . :
American............ FRk xkk Fkok Fkk ekt
Clow.............. .. *kk Kk Fxk F*ksk ek
Griffin............. ek ek Fkk sk Fkk
Russell............. Fkk Fkk *kk ko *kk
Tyler.......ooovnvnn. *kk Fakk L ek Fokk kst
Union............... = sk o ek *kk *kk ekt
JU.S. Pipe........... Kk Fkk *kk *kek Kk
Total............. 185,825 160,717 167,582 38.395 36,135
Value (per pound)
Net sales: '

- American............ §axkx $ekk Gk Sk Gk
Clow........... e Bt Lt I Kk *kk Kk
Griffin............. Fkk ekt kkk Fhk *kk
Russell............. S *kk Tk *k ek
Tyler.....oouveuuun. *kk *kk Sekk Kk Kk
Union............... *%kk *k¥k okt *k% Kk
U.S. Pipe........... *kk *x% ekl Fkk *kk

Average........... .85 .90 .94 .87 .97

Cost of goods sold: ’ . ‘
American............ *kk Tkt Fkk *kd Kk
Clow............ e *kk k% *kk *kk Tk
Griffin............ . *kk *kk B *h¥ *kek ek
Russell............. ok ek kst Fkk ek
Tyler......... e *x% *%% *%% *k Fx¥
Union............. .. *kk *%k% kkk *kk *kk
U.S. Pipe.......... . Fkk bakatad k% Fkk *kk

Average........... .81 - .82 .85 .79 .87

Gross profit or ' :

(loss):
American............ Fhk *hk . Fkk Fkk *%k
Clow................ *hk Kk *kk - ek Kkt
Griffin............. o fdek ks R Kk
Russell............. *xk *kk Fkk ek KAk
Tyler............... Fkk vk L Kk Tk ok
Union......... e *kk ke *kek *kk ke
U.S. Pipe....... e *kk *k Sk ok ' F%

Average........ .05 .08 .09 .09 .10

Continued on next page.
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Table 1l4--Continued

Income-and-loss experience on a dollars-per-pound basis of U.S. producers on
their operations producing all waterworks fittings, by firms, fiscal years
1990-92, January-March 1992, and January-March 1993

January-March- -
Item 1990 1991 1992 1992 1993

Value (per pound)

Selling, general, and

administrative

expenses N .
American............ §hkx $hkk $xkx $hkk Gkkx
Clow.....ccvvvenn. *kk Kk *kk kot dekk
Griffin............. *kk kkk *kk Jokk dekk
Russell............. *x% *kk *kk *k% k%
Tyler............... *kek *k% ke *kk *kk
Union............... ks *kk *kk R *kk
U.S. Pipe........... Fkk dedek Sk Sk Fokek

Average........... .06 .08 .08 .08 .10

Operating income or

(loss):
American............ *d%k *kk *kk *kk Fekk
Clow................ *kk *dk *kk *k%k kkk
Griffin............. *kk Fkk Fkk kkw *kk
Russell............. *dk *kk *kk *%kk *kk
Tyler.......ccvvunnn *kk *kk *kk Fkk *kw
Union............... *k%k Fekk k¥ . kR *k%
U.S. Pipe........... *kk *%% *kk *xk F*kk

Average........... (.01) ) .01 Q) )

1 Less than (0.005.)
2 Less than 0.005.

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

Operations on CDIW Fittings Not Over 16 Inches

In 1992, the three petitioners (Clow, Tyler, and Union) accounted for
89.0 percent of all reported sales of CDIW fittings under 16 inches, but only
for 48.9 percent of sales of all waterworks fittings. U.S. producers’ sales
of such fittings and their shares of total sales are shown in the tabulation
below (in 1,000 dollars, except as noted):
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Company All fittings Percent CDIW<16” Percent

American..... £ *kk *kk Jedkek
Clow......... , ®hk sk stk *kk
Griffin...... ek Fksk *kk ks
Russell...... *kk sk ek ks
Tyler........ *kk ek Kbk Sk
Union........ *kk Kk *kk Kk
U.S. Pipe.... Fkk *kk *kk *ok¥

Total...... 157,326 100.0 46,270 100.0

The income-and-loss experience of U.S. producers on their operations
producing CDIW fittings under 16 inches is presented in table 15. Net sales
decreased by 9.4 percent, from $46.4 million in 1990 to $42.0 million in 1991.
In 1992, sales were $46.3 million, an increase of 10.2 percent over 1991
sales. Operating losses were $2.6 million in 1990. Operating income was
$49,000 in 1991, but there was an operating loss of $449,000 in 1992.
Operating income (loss) margins, as a ratio to net sales, were (5.5) percent
in 1990, 0.1 percent in 1991, and (1.0) percent in 1992. Operating losses
were incurred by two companies in 1990, one in 1991, and two in 1992.

Net sales in interim 1993 were $9.7 million, an increase of 2.0 percent
over interim 1992 sales of $9.5 million. There was an operating loss of
$242,000 in interim 1993, but there was an operating income of $153,000 in
interim 1992. Three companies incurred operating losses in interim 1992 and
interim 1993.

Selected income-and-loss data, by company, are presented in table 16.
Factors affecting profitability differences between companies are similar to
those regarding waterworks fittings.

A summary of the income-and-loss data for CDIW fittings under 16 inches,
by firms, on a dollars-per-pound basis is shown in table 17. Factors affect-
ing differences in unit values are similar to those regarding waterworks
fittings.

Cost of Goods Sold Elements for All Waterworks Fittings

Iron is the basic raw material used in the production of fittings. In
its 1992 annual report, Tyler indicated the following:

”“Tyler Pipe obtains iron, the basic raw material used in its

products, by melting and refining iron and steel scrap to the

required specifications. Most of the scrap metal is purchased directly
from scrap dealers in areas where Tyler Pipe’s trucks make deliveries
and is returned to the plants by its trucks as backhaul. Other basic
materials used include coke, limestone, fluorspar, resin, bentonite,
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Table 15

Income-and-loss experience of U.S. producers on their operations producing
CDIW fittings not over 16 inches, fiscal years 1990-92, January-March 1992,
and January-March 1993% 2

January-March--
Item 1990 1991 1992 1992 1993

Value (1,000 dollars)

Net sales..........ccovnnnn. 46,379 42,001 46,270 9,532 9,723
Cost of goods sold........... 46,038 38,927 43,357 8,651 9.169
Gross profit................. 341 3,074 2,913 881 554
Selling, general, and

administrative expenses....__2,900 3,025 3.362 728 796
Operating income or (loss)..._(2.559) _49 (449) 153 (242)

Ratio to net sales (percent)

Cost of goods sold........ ... 99.3 92.7 93.7 90.8 94.3
Gross profit................. 0.7 7.3 6.3 9.2 5.7
Selling, general, and

administrative expenses.... 6.3 7.2 7.3 7.6 8.2
Operating income or (loss)... (5.5) 0.1 (1.0) 1.6 (2.5

Number of firms reporting

Operating losses............. 2 1 2 ‘ 3 3
Data.............ciiiiiiaa 4 4 4 4 4

! The producers are Clow, Tyler, Union, and U.S. Pipe.
2 Fiscal years for Clow, Tyler, and Union end Dec. 31. U.S. Pipe’s fiscal
year ends May 31.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 16

Income-and-loss experience of U.S. producers on their operations producing
CDIW fittings not over 16 inches, by firms, fiscal years 1990-92, January-
March 1992, and January-March 1993

January-March- -

Item 1990 1991 1992 1992 __ 1993
Value (1,000 dollars)
Net sales:
Clow................ *kk *hk *h% *kek *kk
Tyler............... Fh¥ *k¥ Fkk *kk *kk
Union............... sk ks Kk Kkt kst
U.S. Pipe........... *k% *kk Fekk *hk *k%
Total............. 46,379 42,001 46,270 9,532 9,723
Operating income or
(loss): '
Clow........cvevenn.. *xk *kk khk *kk *kk
Tyler............... Kk *kk *hk *xk ek
Union............... *kk skt Fokk *rkk k%
U.S. Pipe........... hakatd *h% *kk *kk *k¥
Total............. (2,559 49 (449) 153 (242)

Ratio to net sales (percent)

Operating income or

(loss):
Clow.............. E *kk Tk sk Kk
Tyler............... Fkk ek *kk *kk *hk
Union............... *%k *X¥X *kk *kk Kk
U.S. Pipe........... Kk k%% Kk Kk *kk
Average........... (5.5) 0.1 (1.0) 1.6 (2.5)

! Less than (0.005) percent.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 17

Income-and-loss experience on a dollars-per-pound basis of U.S. producers on
their operations producing CDIW fittings not over 16 inches, by firms, fiscal
years 1990-92, January-March 1992, and January-March 1993

January-March- -

Item 1990 1991 1992 1992 1993
Quantity (pounds)
Net sales:
Clow................ *x¥ *kk KRk F*kk Kk
Tyler............... *kk *xk Fkk *kek kst
Union............... Fkk F*xk *xk *hk Federk
U.S. Pipe........... *kk *kk Fekk *kk Fkk
Total............. 63,529 54,000 57.170 11,778 11.868
Value (per pound)
Net sales: 7
Clow. ..oovvrunnnnnnn Gk Gorxk Gk Gk Gk
Tyler.........cc.... *kk *kk Foksk *kk F*okk
Union............... ek *k% Fkk Kk Kkt
U.S. Pipe........... *h¥ *Ek *kk k% *kk
Average........... .73 .78 .81 .81 .82
Cost of goods sold:
Clow...........out. *kk *kk *kk *kk *kk
Tyler............... Rk ok Fkk *kk *kk
Union............... *k *kk ke Fkk Fk
U.S. Pipe........... bakakad *kk Fkk *%k *kk
Average........... .72 .72 .76 - .73 .77
Gross profit or
(loss):
Clow................ k% *kk Fkek *kk ek
Tyler............... *kk Sk ke *kk ek
Union............... ek *hk *k¥ *ek *ER
U.S. Pipe........... *kk *kk *k% *kk *kk
Average........... .01 .06 .05 .07 .05
Selling, general, and
administrative
expenses:
Clow................ *kk *hk F*kk Foksk *kk
Tyler......ooouvenn. kk *k%k ek ok *kk
Union............... ok F*kk Fekk Fekk *kk
U.S. Pipe........... bakakad *k% Fkk Skt *kk
Average........... .05 .06 .06 .06 .07
Operating income or
(loss):
Clow.........oovvunn *Ek *kk *kk Fkk Foksk
Tyler............... *kk Kk Fkk Fkk ke
Union............... xhk F*kk Fkk *¥kk *hk
U.S. Pipe........... kil Jokk Kok Fkk Kk
Average........... (.04) - ® (.01) .01 (.02)

! Less than $0.005.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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silicon, sand and core oils, all of which have been generally available
from multiple sources. Tyler Pipe experienced no problems in obtaining
these materials during 1992. No shortages of basic raw materials appear
imminent or likely. Tyler Pipe has no material contractual arrangements
with any of its suppliers of raw materials.”>3¢

A breakdown of the cost of goods sold for all waterworks fittings, for
1992, is shown in the tabulation below (in thousands of dollars):

Cost element Amount
Raw materials.......... 22,430
Labor........ccvvu.... 26,654
Overhead............... 93,871

Total.............. 142,955

Major overhead items include costs for energy, maintenance and repair,
medical and health insurance, molds (patterns), and raw materials (additives).
Industry practice is for the molds to be expensed to current-operations,
rather than capitalized (depreciated). Raw materials (additives) which are
not used in the steel making process are considered as overhead expense in
this industry.

Discussion of Tyler’s Income-and-Loss Data

In its posthearing brief, Tyler said *** 37 Also, Tyler #i¥% 58 59 €0

Fksk |

Foksk

As indicated in the following section, based on the available financial
data, ¥%%,
Operations on Iron Glands and Gland (Accessory) Packs

Producers provided the following information with respect to their
sources of iron glands and accessory packs:®!

% Tyler’s 1992 10-K report, p. 3.

57 posthearing brief of the petitioner, pp. 2-3.

8 1bid, pp. 2-3.

99 ek,

€0 Tndustry income-and-loss data for glands and gland packs are discussed
later.

61 A gland (accessory) pack consists of the iron gland, SBR gaskets, bolts,
and nuts.
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Company

American ¥%%,
Clow *kk,
Griffin  %¥%%,
Russell  *%%,
Tyler *XKk,
Union *kk,
U.S. Pipe #*%%,

As noted above, five producers manufacture iron glands. Three of these
producers (***) provided income-and-loss data on their operations producing
iron glands. Iron glands, the main component of a gland (accessory) pack,
make up about 70 percent of the cost of the accessory pack.®? The main cost
component of *** gland packs is *¥%,

The income-and-loss data for glands and gland packs include products
used with all types of fittings, not just CDIW fittings under 16 inches. An

income-and-loss summary for iron glands, by firms, is shown in the tabulation
below (in thousands of dollars, except as shown):

Interim
1990 1991 1992 1992 1993
Net sales:
EEX Kk Fkk k% Kk k%
B *kk Fkk *kk Fkk *kk
Ek akaiad *kk *%% *kk ekk
Total................ 10,667 11,351 10,852 2,183 2,900
Operating income or
(loss):
TR e *kk *k¥k Jeksk Kk dekk
R *xk *k¥x ek ke dkk
ko *x%k *%x% Fdkk *xk ek
Total................ (95) (270) (707) (137) (74)
Operating income or
(loss) as a share
of net sales:
Ea *kk Fh¥k ks *kk ok
FEK Kkk *kt *kk Fkk k%
Ea *x% *k%k *kk *¥k% ek
Average (percent).... (0.9) (2.4) (6.5) (6.3) (2.6)

62 Transcript of hearing, p. 91. Statement of Mr. Luna, Corporate Vice-
President of McWane, Inc.
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There are no current producers of all of the gland pack components.$?
Tyler produces iron glands internally and purchases SBR gaskets. It pur-
chases bolts and nuts from outside sources, but it intends to initiate
production of bolts and nuts in September.®

) An income-and-loss summary for gland packs, by firms, is shown in the
tabulation below (1,000 dollars, except as shown):

* * * % * * *

Investment in Productive Facilities

U.S. producers’ investment in property, plant, and equipment and return
on investment are shown in table 18.

Capital Expenditures

Capital expenditures by U.S. producers are shown in table 19.

Research and Development

Research and development expenses (by *%%*) were $*¥* in 1990, $*** in
1991, $%** in 1992, $*** in interim 1992, and $*** in interim 1993,

Capital and Investment

The Commission requested U.S. producers to describe and explain the
actual and potential negative effects of imports of CDIW fittings and acces-
sories thereof and of iron glands and gland packs from China on their growth,
investment, ability to raise capital, and existing development and production
efforts, including efforts to develop a derivative or improved version of
their product. Their responses are presented in appendix E.

63 g
64 Statement by Joel Blair, Utility Sales Manager, Tyler, Transcript of
hearing, p. 92. :
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Table 18

All waterworks fittings: Value of assets of U.S. producers’ establishments
wherein all waterworks fittings are produced, fiscal years 1990-92, January-
March 1992, and January-March 1993

(In_thousands of dollars)
As of the end of fiscal

year- - As of March 31--
Item 1990 1991 1992 1992 1993
Fixed assets:
Original cost............ 90,169 103,399 102,771 102,022 104,586
Book value............... 31,412 38,962 34,667 35,992 32,767

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

Table 19
All waterworks fittings: Capital expenditures by U.S. producers of all

waterworks fittings, fiscal years 1990-92, January-March 1992, and January-
March 1993

(In thousands of dollars)

January-March- -

Item i 1990 1991 1992 1992 1993
Land and land improve- :

ments.......cvveeveennanns k¥ *¥k¥k *¥k Kk ek
Building and leasehold

improvements............... dkk *hFk Yk ke *hk
Machinery, equipment, and

fixtures................ . datad dudud Fkk *hk *kk

Total............. ..., 6,795 12,756 3,987 1,926 713

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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CONSIDERATION OF THE QUESTION OF THREAT OF MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

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 the merchandise, the Commission shall consider,
among other relevant economic factors®s--

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

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

(II1) 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 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,

65 Section 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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(VIII) the potential for product-shifting if produc-
tion 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 706 or 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 affirma-
tive determination by the Commission under section
705(b) (1) 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. %6

The available 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 appendix E. Available information on U.S. inventories of the subject
products (item (V)); foreign producers’ operations, including the potential
for “product-shifting” (items (II), (VI), and (VIII) above); any other threat
indicators, if applicable (item (VII) above); and any dumping in third-coun-
try markets, follows. Other threat indicators have not been alleged or are
otherwise not applicable.

U.S. Importers’ Inventories

Waterworks Fittings

U.S. importers’ inventories of the subject Chinese CDIW fittings measur-
ing not over 16 inches in nominal diameter increased from *** pounds in 1990

6 Section 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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to *%¥* pounds in 1991, declined to *** pounds in 1992, and fell from #***%
pounds in January-March 1992 to *** pounds in January-March 1993 (table 20).
The ratio of inventories to imports of the Chinese products fell unevenly from
*%% percent in 1990 to *** percent in 1992, and increased, due to sig-
nificantly reduced imports, from **¥ percent in January-March 1992 to *%*%
percent in the corresponding 1993 period.

Iron Glands

U.S. importers reported no inventories of Chinese-produced iron glands
in 1990 (table 21). However, such inventories totaled #**%* pounds in 1991,
declined to *** pounds in 1992, and declined from *** pounds in January-March
1992 to *** pounds in January-March 1993. The ratio of inventories to imports
fell significantly from 1991 to 1992.

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

According to information compiled during the Commission’s preliminary
investigation, two Chinese factories produce and export waterworks fittings
and iron glands to the United States of a quality that meets the standards set
by the AWWA/ANSI.®” According to the testimony presented at the Commission’s
conference by Mr. Siddharth Bhattacharji, vice president, Sigma Corp., these
two factories produce exclusively for U.S. importers.®® Song Zhuang Foundry
Factory (Song Zhuang) and Bin He Foundry (Bin He), both of which are under the
control of the China National Metals Products Import & Export Corp. (CNMP),
produce almost exclusively for Sigma; the Xiangfan Tractor Factory, con-
trolled by Hubei Mineral and Metals Import and Export Corp. (Hubei), produces
almost exclusively for Star. Information presented in this section of the
report was provided by counsel for CNMP on behalf of Song Zhuang and Bin He.
Hubei did not respond to the Commission’s request for information in this
investigation.®’

%7 Conference transcript, pp. 115 and 116.

68 Tbid., p. 124.

9 Hubei did supply information, with respect to its Xiangfan Tractor
Factory operations, in the Commission’s preliminary investigation. 1In
response to the Commission’s foreign producers’ questionnaire in the prelimi-
nary investigation, Hubei stated that its factory was primarily engaged in the
manufacture of tractor engines and trailers and that CDIW fittings and glands
accounted for about *** percent of its aggregate annual sales. Based on the
data provided, Hubei’s Xiangfan Tractor Factory operated at near *%% percent
capacity in 1990 and 1991. *%* was also projected for 1992 and 1993.
Furthermore, Hubei projected that its exports to the United States, which #%%
from 1990 to 1991, would #**¥% production in 1992 and *** in 1993.



I-48

Table 20
Waterworks fittings: End-of-period inventories of U.S. importers, by sources,
1990-92, January-March 1992, and January-March 1993

Jan.-Mar. - -
Item 1990 1991 1992 1992 1993
* * * * * * *

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

Table 21
Iron glands: End-of-period inventories of U.S. importers, by sources,
1990-92, January-March 1992, and January-March 1993 )

Jan. -Mar. - -
Item 1990 1991 1992 1992 1993
* * * * * * *

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

Waterworks Fittings

The combined production of all waterworks fittings by Song Zhuang and
Bin He increased steadily from 1990 to 1992, rising from *** pounds in 1990 to
**% pounds in 1992 but then falling sharply from *** pounds in January-March
1992 to *** pounds in January-March 1993 (table 22). Exports to the United
States increased from *** pounds in 1991 and to *** pounds in 1992 and then
fell from *%** pounds in January-March 1992 to **%* pounds in January-March
1993. End-of-period inventories of waterworks fittings declined steadily from
1990 to 1992, falling by *** percent from 1990 to 1991 and by *** percent from
1991 to 1992. Such inventories declined by #*** percent from January-March
1992 to January-March 1993.

Production of the subject CDIW fittings (that is, 16 inches and under in
nominal diameter) as a share of all waterworks fittings production increased
from *** percent in 1990 to *** percent in 1992 and decreased from *¥** percent
in January-March 1992 to *** percent in the comparable 1993 period. The
subject CDIW fittings accounted for between *** and *** percent of Song
Zhuang’s and Bin He’s total exports of waterworks fittings to the United
States during 1991 and 1992.
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Table 22

All waterworks fittings and iron glands: Capacity, production, export
shipments, and inventories of Bin He and Song Zhuang Foundries, 1990-92,
January-March 1992, and January-March 1993

(1,000 pounds, except as noted)

Jan. -Mar. --
Item 1990 1991 1992 1992 1993
* * * * * * *

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

Iron Glands

Data on Song Zhuang’s and Bin He’s production, export shipments, and
inventories of iron glands are also shown in table 22. The trends in produc-
tion and exports to the United States are similar to those for waterworks
fittings, that is, significant increases from 1990 to 1991, somewhat less
dramatic increases from 1991 to 1992, and significant decreases from January-
March 1992 to January-March 1993. The United States accounted for more than
*%*% percent of total exports in 1991 and 1992. Both factories reported **%*
inventories.

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

U.S. Imports

Sigma and Star accdunt for nearly 100 percent of U.S. imports of
waterworks fittings and iron glands from China.’® The questionnaire responses
of the six U.S. importers (including Sigma and Star) that supplied data are
therefore relied upon in lieu of official import statistics.

Waterworks Fittings

U.S. imports of all waterworks fittings rose from *** pounds, valued at
$xx%, in 1990 to *** pounds, valued at $*¥*, in 1992 (table 23). From
January-March 1992 to January-March 1993, U.S. imports declined from ¥¥¥
pounds, valued at $*¥*, to *** pounds, valued at $¥**, The average unit value
(on a per pound basis) of U.S. imports increased from *** cents in 1990 to ¥***
cents in 1991 and 1992 and increased from *** cents to **% cents from January-
March 1992 to January-March 1993. U.S. imports of the subject CDIW fittings
measuring 16 inches and under from China rose similarly, increasing from **¥

70 Neither Sigma nor Star imports complete accessory packs.
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Table 23
Waterworks fittings: U.S. imports, by sources, 1990-92, January-March 1992,
and January-March 1993

Jan.-Mar. --
Item 1990 1991 1992 1992 1993
* * * * * * *

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

pounds, valued at $***, in 1990 to *** pounds, valued at $***, in 1992. Such
imports fell significantly from January-March 1992 to January-March 1993,
declining from *** pounds, valued at $***, to *** pounds, valued at $***,  The
average unit value (per pound) of the subject imports was unchanged at #*¥*
cents in 1990 and 1991, increased to *** cents in 1992, and rose from *%%
cents in January-March 1992 to *¥* cents in January-March 1993.

In the Commission’s questionnaire, U.S. importers were asked whether
they had arranged for the importation of the subject CDIW fittings from China
for delivery after March 31, 1993. Only *** responded in the affirmative,
stating that it plans to take delivery of an estimated **%*, or *** pounds of
CDIW fittings during the months of *%¥* and *¥%* 1993,

Iron Glands

Data on U.S. imports of iron glands are presented in table 24. As
shown, the quantity of U.S. imports increased irregularly from *%* pounds
(valued at $***) in 1990 to *** pounds (valued at $***) in 1992. U.S. imports
declined from *** pounds (valued at $***) in January-March 1992 to *** pounds
(valued at $***) in the corresponding 1993 period. The average unit value of
U.S. imports fell by 14 percent, from *** cents in 1990 to *** cents per pound
in 1991, increased by 36 percent to *** cents per pound from 1991 to 1992, and
increased by 4 percent, from *** cents to **%% cents per pound, from January-
March 1992 to January-March 1993.

U.S. imports of iron glands for use with the subject CDIW fittings not
over 16 inches in nominal diameter from China increased irregularly from #%%%
pounds, valued at $***, in 1990 to *** pounds, valued at $***,6 in 1992. Such
imports fell to virtually nil from January-March 1992 to January-March 1993.

Critical Circumstances
So that the Commission might consider the question of critical cir-

cumstances, Sigma and Star were both asked to supply information on their
imports from China of CDIW fittings not over 16 inches and iron glands, by
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Table 24
Iron glands: U.S. imports, by sources, 1990-92, January-March 1992, and

January-March 1993

: Jan.-Mar. - -
Item 1990 1991 1992 1992 1993

* * % * * * *

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

month, from January 1992 through June 1993. The combined monthly imports as
reported are shown in the following tabulation:

* * * * * * - *

Market Penetration of Imports
Waterworks Fittings

The quantity and value of U.S. importers’ U.S. shipments of the subject
waterworks fittings imported from China as a share of apparent U.S. consump-
tion of all waterworks fittings rose steadily during the period for which
information was requested.’’ Such shipments increased from 2.4 percent of the
quantity and 2.2 percent of the value of apparent U.S. consumption in 1990 to
6.6 percent and 4.4 percent of the quantity and value, respectively, of
apparent U.S. consumption in 1992 (table 25). From January-March 1992 to
January-March 1993, the market penetration of U.S. importers’ shipments by
quantity rose by over one percentage point, increasing to 6.5 percent. The
market penetration of such shipments by value also increased over the same
period but by less than a full percentage point. U.S. producers’ market share
in quantity fell steadily during the period for which information was re-
quested, falling by 6.8 percentage points from 1990 to 1992 and by 3.5
percentage points from January-March 1992 to January-March 1993.

Iron Glands

The market share of U.S. importers’ U.S. shipments of subject Chinese-
produced iron glands for use with all fittings rose from zero in 1990 to 5.0
percent and 4.1 percent by quantity and value, respectively, in 1992 (table
26).72 U.S. importers’ market share fell by just over 5 percentage points by
quantity from January-March 1992 to January-March 1993. By value, the drop in
market share over the same period was 4 percentage points.

7} See table D-2 for market shares relating to CDIW fittings not over 16
inches in nominal diameter.
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