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PART I
DETERMINATION AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-644 (Final)

WELDED STAINLESS STEEL PIPE FROM MALAYSIA

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.S.C. § 1673d(b)) (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 Malaysia of welded austenitic stainless steel pipe, provided for in subheadings 7306.40.10 and
7306.40.50 of the Harmonized Tariff Schedule of the United States, that have been found by the
Department of Commerce to be sold in the United States at less than fair value (LTFV).

Background

The Commission instituted this investigation effective September 1, 1993, following a
preliminary determination by the Department of Commerce that imports of welded stainless steel pipe
from Malaysia were being sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C.
§ 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 September 22, 1993 (58 F.R. 49317). The hearing was held in Washington,

DC, on January 27, 1994, and all persons who requested the opportunity were permitted to appear in
person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR §
207.2(5).

? Chairman Newquist and Commissioner Rohr dissenting.
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VIEWS OF THE COMMISSION'

Based on the record in this final investigation, we determine that an industry in the United
States is neither materially injured nor threatened with material injury by reason of imports of welded
austenitic stainless steel pipe from Malaysia that have been found to have been sold at less than fair
value (LTFV).?

L LIKE PRODUCT

A. In General

In determining whether an industry in the United States is materially injured or 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 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 . . ."* In turn, the Act defines "like product” as "a product which is like, or in the
abscince of like, most similar in characteristics and uses with, the article subject to an investigation .

The Department of Commerce ("Commerce") has defined the articles subject to this
investigation as:

welded austenitic stainless steel pipe of circular cross section (WSSP).
WSSP is produced according to standards and specifications set forth
by the American Society for Testing and Materials (ASTM). The
designations for this product include, but are not limited to, ASTM
A-312, ASTM A-358, ASTM A-409, and ASTM A-778.° ¢

! Chairman Newquist and Commissioner Rohr concur only with respect to like product, the domestic
industry and related parties. See Dissenting Views of Chairman Newquist and Commissioner Rohr.

Material retardation of the establishment of an industry is not an issue in this investigation and will not
be discussed further.

* 19 U.S.C. § 1677(4)(A).
19 U.S.C. § 1677(10). The Commission’s like product determinations are factual, and the Commission
applies the statutory standard of "like” or "most similar in characteristics and uses” on a case-by-case basis.
E.g., Torrington v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278
(Fed. Cir. 1891). )

In analyzing like product issues, the Commission considers a number of 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 (6) where appropriate, price. Calabrian Corp. v. United States, 794 F. Supp. 377,
382 n.4 (Ct. Int’l Trade 1992). No single factor is dispositive, and the Commission may consider other factors
relevant to a particular investigation. The Commission looks for clear dividing lines among possible like
products, and disregards minor variations. See e.g., S. Rep. No. 249, 96th Cong. 1st Sess. 90-91 (1979);
Torrington, 747 F. Supp. at 748-49.

See 59 Fed. Reg. 4023, 4024 (January 28, 1994) and Confidential Report ("CR") at A-6, Public Report
("PR") at A-6. Commerce further notes that "[t]his product is classified under the following Harmonized
Tariff Schedule of the United States (HTSUS) subheadings: 7306.40.5005, 7306.40.5015, 7306.40.5045,
7306.40.5060, and 7306.40.5075. These subheadings are defined to encompass welded stainless steel tube as
well as WSSP; however, the only product subject to this investigation is WSSP. Although the HTSUS
subheadings are provided for convenience and customs purposes, our written description of the scope of this
investigation is dispositive.” Id.

See 58 Fed. Reg. 13742 (March 15, 1993) and Report at II-3 n.1. ASTM A-409 products should not be
confused with grade 409 tube excluded from the like product in the Commission’s determination in Certain
Welded Stainless Steel Pipes from the Republic of Korea and Taiwan, Invs. Nos. 73 1-TA-540-541 (Final),ed

(continued...)
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Welded stainless steel pipes ("WSS pipe") are generally used as conduits to transmit liquids
or gases.” The major applications for WSSP are: digester lines; blow lines; pharmaceutical lines;
petrochemical lines; general food processing lines; automotive lines; and paper processing machines.®

The scope of Commerce’s investigation in this case is broader than the scope in the pair of
antidumping investigations which covered only imports of A-312 pipe from the Republic of Korea
and Taiwan.” There, the Commission concluded that the product like the imports subject to those
investigations consisted of all welded austenitic stainless steel pipe and pressure tube.” The scope of
Commerce’s investigation here includes all welded austenitic stainless steel pipe, including, but not
limited to A-312 pipe, but not tube."

B. Like Product Issues

In our preliminary determination, we defined the like product to be all welded austenitic
stainless steel pipe and austenitic pressure tube ("WSS pipe and pressure tube").” In this final
investigation, petitioners reassert the position made in their petition that the like product should be
defined more narrowly than in prior determinations -- i.e., as only welded austenitic stainless steel
pipe, and not ?ressure tube, but make no persuasive new arguments and provide no new information
on this point.” ' Instead, they rely on the arguments regarding differences in physical dimensions
and end uses that were rejected by the Commission in the preliminary investigation. Respondent
concurs with the Commission’s like product determination from the preliminary determination.”

Information gathered in this investigation relevant to like product is consistent with the record
in the preliminary investigation. Although there are differences between WSS pipe and pressure tube
in terms of physical dimensions and end uses, the products share a number of similarities in

& .
(...continued)
USITC Pub. 2585 (December 1992)(hereinafter "Korea/Taiwan Final"). "Grade 409" tubing is ferritic stainless
~ steel whereas ASTM A-409 pipe, along with A-358 and A-778, are austenitic. See CR at I-6 n.8, PR at II-5
n.8.

7 Stainless steel pipe can be sold in either seamless or welded form. Commerce did not include seamless
pipe in the scope of this investigation. In previous findings, the Commission has determined that welded and
seamless pipe and tube are separate like products. See e.g., Stainless Steel Pipes and Tubes from Sweden, Inv.
No. 731-TA-354 (Final), USITC Pub. 2033 (November 1987). None of the parties in this investigation have
challenged these previous determinations and no new facts have come to light in this investigation to suggest
that the Commission should reconsider its previous finding on this point.
® 59 Fed. Reg. 4023, 4024 (January 28, 1994); CR at A-6, PR at A-6.

° Korea/Taiwan Final at A-5 and A-18. The petition in these investigations was filed on November 18,
1991, and the Commission made its preliminary determinations in January 1992.

See CR at I-6, 0.8, PR at [I-5, n.8, for further discussion.

Although the scope of this investigation is not limited to A-312 pipe, according to petitioners, A-312
WSS pipe is the only pipe product being imported from Malaysia. Antidumping Petition, Welded Stainless
Steel Pipe from Malaysia (February 16, 1993) at 15 (hereinafter "Petition").

12 See Welded Stainless Steel Pipe from Malaysia, Inv. No. 731-TA-644 (Preliminary), USITC Pub. 2620
at 8-9 (April 1993) (hereinafter "Malaysian Pipe Preliminary”).

13 See Petition at 25; Petitioners’ Pre-Hearing Brief at 2-6; Petitioners’ Post-Hearing Brief at exhibit 2 (we
note that petitioners attached their Pre-Hearing Brief in the Korea/Taiwan Final to this exhibit). The Court of
International Trade has stated that "the Commission is not obligated to follow its prior decisions if new
arguments or facts are presented that support a different conclusion. . . ." Citrosuco Paulista, S.A. v. United
States, 704 F. Supp. 1075, 1088 (Ct. Int’l Trade 1988).

™ Commissioner Nuzum appreciates petitioners’ response in their Post-Hearing Brief to the questions she
raised during the public hearing concerning the like product. See Petitioners’ Post-Hearing Brief at Attachment
2. She was not persuaded, however, by petitioners’ analogy to the Commission’s like product analysis in the
preliminary determinations on Flat-Rolled Carbon Steel Products. Welded stainless steel pipe and tube can be
produced on the same production lines. See CR at I-8, PR at 6. By contrast, hot-rolled steel is produced in a
strip mill, which cannot produce cold-rolled steel. Cold-rolled steel, in turn, is hot-rolled steel that proceeds
through a cold-reduction mill.

'S” Respondent’s Pre-Hearing Brief at 4 n.1.
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production processes, machinery, and employees." In considering this issue in the final
investigations of WSS pipe from Korea and Taiwan, the Commission concluded that pressure tube is
like the imported A-312 pipe subject to those investigations.” Further, the Commission has
previously rejected arguments that welded stainless steel pipe and pressure tube constitute separate
like products.'®. No new facts or arguments have been presented in this investigation which warrant a
different conclusion. Accordingly, we reaffirm our preliminary determination that the like product is
welded austenitic stainless steel pipe and pressure tube.

II. DOMESTIC INDUSTRY AND RELATED PARTIES

A. Domestic Producers

In light of our like product determination, we reaffirm our determination in the preliminary
investigation that there is a single domestic industry comprised of the domestic producers of welded
austenitic stainless steel pipe and pressure tube.

In this investigation, the Commission received information from seventeen of the twenty-one
known domestic producers of WSS pipe and pressure tube, accounting for 95.4 percent of total
domestic production. Of the seventeen responding firms, five produce only WSS pipe, four produce
only WSS pressure tube, and eight produce both WSS pipe and pressure tube. The eight producers
of both WSS pipe and pressure tube all have some degree of overlap in the production machinery
and personnel used to produce WSS pipe and tube.”

B. Related Parties

In the preliminary determination, we determined that appropriate circumstances did not exist
to exclude one domestic producer who imports the subject product from Malaysia. Petitioners have
argued that this domestic producer should be excluded from the definition of the domestic industry ”

Under section 771(4)(B) of the Act, producers who are related to exporters or importers, or
who are themselves importers of dumped or subsidized merchandise are considered related parties
and may be excluded from the domestic industry in "appropriate circumstances."” Z The rationale

'8 The existence of common essential characteristics between WSS pipe and pressure tube is further

confirmed by the fact that WSS pipe and pressure tube are generally produced by a similar process through the
welding stage, sometimes on the same production lines. In fact, pipe and pressure tube producers can usually
produce either product on their mills, with die changes for different diameter specifications. The typically
higher price of pressure tube compared with that of pipe is attributable in part to the lower-volume production
lots and in part to value added by additional production steps. ~ CR at I-7-8, PR at II-5-6.
7 Korea/Taiwan Final at 13.
See Malaysian Pipe Preliminary at 8.
®  CR at I-12-14, PR at II-7-8.
Petitioners’ Pre-Hearing Brief at 6-8.
19 U.S.C. § 1677(4)(B). Exclusion of a related party is within the Commission’s discretion based upon
the facts presented in each case. See e.g., Torrington Co. v. United States, 790 F. Supp. 1162 (Ct. Int’l
Trade 1992); 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).
2 The primary factors the Commission has examined in deciding whether appropriate circumstances exist

to exclude related parties include:

(1) the percentage of domestic production attributable to related producers;

(2) the reasons why the domestic producers have chosen to import the product under

investigation -- to benefit from the unfair trade practice, or to enable them to continue

production and compete in the domestic market; and

(continued...)
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for excluding related parties is the concern that the overall industry data may be skewed by inclusion
of the related parties who are shielded from any injury that might be caused by the subject imports.
Exclusion gf a related party is within the Commission’s discretion based upon the facts presented in
each case.

The indicators on which we based our preliminary determination not to exclude this domestic
producer as a related party have remained essentially unchanged. Thus, they do not indicate that this
producer was shielded from the effects of unfairly traded imports. Inclusion of such data would not
have a skewing effect on the industry’s aggregate data.” In view of these facts, we do not believe
that appropriate circumstances exist to exclude this producer from the domestic industry.

II. NO MATERIAL INJURY BY REASON OF LTFV IMPORTS
A. LEGAL STANDARD

The Commission is required to make a final determination of whether an industry in the
United States is materially injured or threatened with material injury by reason of LTFV imports.”
In making our determination, the Act provides that the Commission:

(i) shall consider--

O the volume of imports of the merchandise which is the subject of the
investigation,

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

()  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; and

(ii) may consider such other economic factors as are relevant to the determination regarding
whether there is material injury by reason of imports.”
The Commission may consider alternative causes of injury, but it is not to weigh causes.”

2 (...continued)
(3) the position of the related producers vis-a-vis the rest of the domestic industry, i.e.,
whether inclusion or exclusion of the related party will skew the data for the rest of the
industry.
See Torrington, 790 F. Supp. 1161 (Ct. Int’l Trade 1992).
See e.g., Torrington, 790 F. Supp. 1162 (Ct. Int’l Trade 1992).

*  See Table 1, CR at I-13, I-14, PR at II-8.

® 19 U.S.C. § 1673d(b). We decline to cumulate imports from Malaysia with imports from Korea and
Taiwan, which are subject to antidumping orders, for the reasons cited in our preliminary determination. See
Malaysian Pipe Preliminary at 14-18. We note that imports from Korea and Taiwan no longer were unfairly
traded after they became subject to antidumping orders in late December 1992; those orders are now fourteen
months old. Amended Final Determination and Antidumping Order; Certain Welded Stainless Steel Pipe from
Taiwan, 57 Fed. Reg. 62300 (Dec. 30, 1992); Antidumping Duty Order and Clarification of Final
Determination; Certsin Welded Stainless Steel Pipes from Korea, 57 Fed. Reg. 62301 (Dec. 30, 1992).

% 19 U.S.C. § 1677(7)(B). The statute also indicates that the presence or absence of any factor pertaining
to volume, price effects, or impact "shall not necessarily give decisive guidance” to the Commission’s
determination. See 19 U.S.C. § 1877()E)(ii).

7 See e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’] Trade 1988).
Alternative causes may include the following:

(continued...)
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The statutory language regarding causation of material injury by reason of LTFV imports has, in the
past, been interpreted differently by different Commissioners.”

B. BACKGROUND

The Act requires the Commission to consider all relevant economic factors which have a
bearing on the state of the industry” and to consider these factors within the context of the business
cycle and conditions of competition distinctive to the affected industry.® Regarding the conditions of
competition distinctive to the industry producing WSS pipe and pressure tube, we first note that WSS
pipe and tube are inputs into downstream products. Therefore, U.S. consumption of WSS pipe and
pressure tube is driven by demand from downstream industries, which include the chemical, pulp and
paper, and energy industries.* The greater the demand for the downstream products, the greater the
demand for pipe and tube. When inputs represent a small percentage of the value of the downstream
product, then changes in the price of the input are less likely to lead to significant changes in the
quantity demanded. This responsiveness of quantity demanded following price changes is measured
by the price elasticity of demand. The record indicates that demand for pipe and tube is
characterized by low price elasticity.” Given these demand characteristics, consumption of pipe and
tube is less likely to be affected by price changes and more likely to be affected by demand for
downstream products that use pipe and tube as an input.

We also note that the cost of raw materials, which represents a major component of cost of
goods sold, declined throughout the period of investigation.” In that connection, we note that the
unit cost of goods sold declined more rapidly in interim 1993 as compared to the full year periods
during the period of investigation. Further, the declines in unit cost of 3goods sold were greater than
declines in unit prices for WSS pipe and pressure tube in interim 1993.

Another condition affecting competition was the institution of the Korea and Taiwan
investigations in November 1991 and the subsequent suspension of liquidation in those investigations
in June 1992.% The overlap of the period examined in the Korea/Taiwan investigations with the
period examined here complicates our analysis because we must be careful not to attribute to the
subject imports from Malaysia adverse effects that were actually caused by the unfair imports from

7 (...continued)
the volume and prices of imports sold at fair value, contraction in demand or
changes in patterns of consumption, trade restrictive practices of and
competition between the foreign and domestic producers, developments in
technology, and the export performance and productivity of the domestic
industry.
S. Rep. 249, 96th Cong., 1st Sess. 74 (1979). Similar language is contained in the House Report. H.R. Rep.
No. 317, 96th Cong., Ist Sess. 47 (1979).
% See Defrost Timers from Japan, Inv. No, 731-TA-643 (Final), USITC Pub. 2740 at 17 nn.47, 48 & 49
(February 1994).
® In making our determination, we consider the impact of the imports on the industry "as a whole.” See
e.g., United Engineering & Forging v. United States, 779 F. Supp. 1375 (Ct. Int’l Trade 1991). However, we
are not prevented from focusing on appropriate market segments. See Iwatsu Electric Co. v. United States,
758 F.Supp. 1506, 1511 n.7 (Ct. Int’l Trade 1991); Gifford-Hill Cement Co. v. United States, 615 F. Supp.
577, 582-584 (Ct. Int’l Trade 1985). See also Copperweld Corp. v. United States, 682 F. Supp. 552, 566 (Ct.
Int’]l Trade 1988). _
% See 19 U.S.C. § 1677(TX(C).
" CR at [-43, PR at [I-7.
2 See Memorandum EC-R-020 at 17-18 (February 22, 1994).
® CR at I-28, PR at [I-19.
* CR at I-28, PR at II-19.
*  Imports from Korea and Taiwan declined significantly during 1992. See Malaysian Pipe Preliminary at
I-29.
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Korea and Taiwan in 1992. As discussed below, we do not find that the subject imports from
Malaysia simply replaced unfair imports from Korea and Taiwan.

C. VOLUME

In determining whether there is material injury by reason of LTFV imports, the statute
directs the Commission to consider "whether the volume of imports of the merchandise, or any
increase in that volume, either in absolute terms or relative to production or consumption in the
United States, is significant."*

In 1990, there were no subject imports from Malaysia.” In 1991, imports from Malaysia
were commercially insignificant at 150 tons, constituting 0.1 percent of the domestic WSS pipe and
pressure tube market. By 1992, imports from Malaysia reached a commercially more significant
volume of 3,553 tons, but still constituted only 3.4 percent of the domestic WSS plpe and pressure
tube market by quantity.® Imports from Malaysia rose slightly, from 2,197 tons in interim 1992 to
2,397 tons in interim 1993, accounting for 2.8 percent and 2.9 percent of the domestic pipe and tube
market by quantity, respectlvely and 2.1 percent and 2.2 percent of the domestic pipe and tube

market by value, respectively.’

As noted above, the subject imports from Malaysia were increasing in 1992 and interim 1993
at the same time that imports from Korea and Taiwan, which were subject to previous antidumping
investigations and subsequent suspensions of liquidation, were declining. Petitioners argue, in
essence, that imports from Malaysia rushed in to fill the vacuum left by the elimination of unfairly
traded imports from Korea and Taiwan.“

In our view, the petitioners overstate the importance of the increase in imports from Malaysia
during this time period. We note that as subject imports from Malaysia increased from 0.1 percent
market share in 1991 to 3.4 percent by volume in 1992,* and the cumulated unfairly traded imports
from Korea and Taiwan declined from 13.3 percent of the market to 5.3 percent by volume during
the same time period,” the domestic mdustry s market share by volume increased from an already
substantial 77.1 percent to 82.9 percent.” During this same period, imports from other sources
declined from 9.4 percent to 8.1 percent.* As for interim 1993, we note that while the domestic
industry’s market share declined 1.9 percentage points as compared to interim 1992, the increase in
the Malaysnan products’ market share was very small -- from 2.8 percent in interim 1992 t0 2.9
percent in interim 1993.“ Imports from Korea and Taiwan, which became subject to antidumping
duties at the end of 1992, declined from 5.4 percent in interim 1992 to 5.1 percent in interim 1993
in terms of market share.“ Imports from other sources, by contrast, increased from 7.6 percent of
the market in interim 1992 to 9.6 percent in interim 1993, with about three quarters of that increase
attributable to imports from Canada.”

% 19 U.S.C. § 1677(TXC)3).

7 See Table 16, CR at [-41-42, PR at [1-26-27.

* In 1992, the subject imports Cconstituted 2.5 percent of the domestic WSS pipe and pressure tube market
by value See Table 16, CR at [-41-42, PR at 1-26-27.

See Table 16, CR at I-41-42, PR at 11-26-27.

©  See Petition at 27.

“ See Table 16, CR at I-41-42, PR at 11-26-27.

“  See Memorandum INV-R-028 (February 24, 1994).

#  See Table 16, CR at 1-41-42, PR at I1-26-27.

“  See Memorandum INV-R-028 (February 24, 1994).

“  See Table 16, CR at 1-41-42, PR at I-26-27.

% See Memorandum INV-R-028 (February 24, 1994).

¥ See Memorandum INV-R-028 (February 24, 1994). We note that 38 percent of Canadian imports in
interim 1993 were pressure tube. See Petitioners’ Pre-Hearing Brief at 25-26 and Table 5C.
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Contrary to petitioners’ arguments, it is not at all clear that the Malaysian products displaced
domestic product.® To the extent that such displacement may have occurred, the increase in the
volume of subject imports from Malaysia, both in absolute terms and in relation to domestic
production or consumption, was not significant.” Rather, the domestic industry appeared to capture
the major share.of the market vacated by the unfairly traded imports from Korea and Taiwan in
1992, and then lose some market share to imports from sources other than Malaysia in interim 1993.
Notwithstanding the domestic industry’s market share decline between the interim periods, domestic
shipments increased by 1,291 tons from interim 1992 to interim 1993, as compared to a 200-ton
increase for the Malaysian producer,” and a 1,953-ton increase for imports from other countries.”

We therefore do not find the volume or increase in volume of LTFV imports to be
significant.

D. PRICE EFFECTS

In evaluating the effect of LTFV imports on prices, the Commission considers whether there
has been significant price underselling® by the subject imports and whether the subject imports
depress prices to a significant degree or prevent price increases that otherwise would have occurred,
to a significant degree.™ A number of factors are relevant to our determination as to price
depression or suppression, including the degree of substitutability between domestic and subject
imported WSS pipe, the availability of domestic supply and non-subject imports, the size of the
weighted average dumping margin, and the size of the market share held by subject imports.” * The
more substitutable the products, the more likely that potential purchasers will make their purchasing
decisions largely based upon price differences between the products. Conversely, when products are
less substitutable, relative prices are less likely to be a determining factor in purchasing decisions.
For example, when there is a high degree of product differentiation, relative prices may matter less.

Regarding the substitutability of pipe, both petitioners and respondent agree that WSS pipe
meeting American Society for Testing and Materials (ASTM) specifications is highly fungible -- a
perception confirmed by distributor questionnaire responses.” Most purchasers reported that quality
and speed of delivery were in some cases important in their purchasing decisions, but only when
price differentials were minor.® We conclude that domestically-produced A-312 pipe is highly
substitutable with pipe from Malaysia.”

Another important factor affecting price is the availability of domestic supply. If domestic
producers have the ability to easily increase their shipments in response to the elimination of LTFV

“  See Petition at 27.

¥ See Table 16, CR at I-41-42, PR at 11-26-27.

% See Table 16, CR at I-41-42, PR at [I-26-27.

' See Table 16, CR at [-41-42, PR at 11-26-27.

2 The 1,953-ton value excludes Korea and Taiwan, which saw declines of 30 tons and 90 tons,
respectively. See Memorandum INV-R-028 (February 24, 1994).

% Commissioner Brunsdale and Commissioner Crawford do not rely on underselling data in this case, and
they do not join any discussion based on these direct price comparisons. They note that it is not clear that
comparing the largest sale in each periqd gives an accurate account of overall price differences. CR at I-46-
54; PR at I1-29-30.

* 19 U.S.C. § 1677 (TH(C)Gi).

In this investigation, Commissioner Nuzum has taken these factors into account, but not by means of
any formulaic or econometric approach.

Vice Chairman Watson believes that in some cases the record is sufficient to allow a consideration of
the dumping margins, which although not required by the Act, can be relevant.

7 Hearing Transcript (January 27, 1994) (hereinafter "Tr.") at 29, 49-50, 52-53, 124; CR at [-45-46, PR
at 11-28-29.

% CR at I-45-46, PR at 11-28-29.

% See Memorandum EC-R-020 at 14-17 (February 22, 1994).

55
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imports and there is competition in the marketplace, then such elimination will not necessarily lead to
a significant increase in prices. In this investigation, the domestic industry has sufficient unused
capacity to easily supply any increase in demand for WSS pipe.* Staff estimates that the supply
elasticity of domestic producers is high.® Thus, domestic shipments would likely change quickly in
response to small changes in price. Under these conditions, it would be difficult to raise prices.

Domestic price increases are also limited by the availability of non-subject imports in the
market that substitute for domestic WSS pipe and subject imports. The greater the substitutability
between non-subject imports and domestic product and the higher the elasticity of supply of non-
subject imports, the more unlikely it is that domestic prices will increase following the elimination of
LTFV imports.

In light of the high availability of domestic supply and non-subject imports, any adverse
effects of subject imports would be expected to be reflected primarily in lost sales volume and
market share by the domestic industry, rather than in price effects. As discussed above, however,
we found that the subject imports from Malaysia did not have significant adverse volume effects.

Domestic producers’ prices of WSS pipe decreased sharply during 1990 and 1991, before the
subject products from Malaysia were present in the U.S. market in commercially significant amounts.
Although domestic prices continued to decline from 1991 to 1992, and from interim 1992 to 1993,
the declines were neither steady nor nearly as dramatic as they were from 1990 to 1991.%

Depending upon the product, prices showed upward fluctuations throughout the latter portion of the
period examined.

Prices for Malaysian products tended to show an overall decline when compared to their
prices during their initial entry into the domestic market. However, prices did not move steadily
downward, but rather showed upward fluctuations as well, again depending upon the product
examined.®

In interim 1993, domestic product prices decreased and then increased; prices for the
Malaysian products, by contrast, first increased and then decreased.® Thus, prices for the domestic
product and subject imports did not display similar movements. To the extent that Malaysian prices
did decline, the significance of those declines is mitigated by the increases in domestic producers’
shipments, which were far greater than the increases in imports from Malaysia during this period.®
The significance of Malaysian product price declines is also mitigated by the increase in imports
from other, non-subject sources.* :

With respect to underselling, the margins of underselling ranged from very small to relatively
large margins. We note, however, that the larger margins of underselling by the Malaysian products
generally corresponded to smaller volume sales, while larger volume sales tended to have smaller
margins of underselling.” Thus, although underselling was consistent throughout the period of
investigation, we do not find the underselling to be significant. Domestic consumption of WSS
pipe and pressure tube declined during 1991 and 1992,% as did the unit cost of goods sold.” Under
these market conditions, one would not expect prices to increase, especially considering the excess
domestic production capacity available” and numerous sources of supply from non-subject

®  See Tr. at 120; Table 2, CR at I-16, PR at II-10; see generally Memorandum EC-R-020 (February 22,
1994); Memorandum INV-R-028 (February 24, 1994).

" Memorandum EC-R-020 at 12 (February 22, 1994).
See Tables 17-19, Figures 1-2, CR at 1-49-53, PR at II-30.
See Tables 17-19, Figures 1-2, CR at I-49-53, PR at 1I-30.
See Tables 17-19, Figures 1-2, CR at [-49-53, PR at [1-30.
See Table 3, CR at [-17, PR at II-11.
See Table 16, CR at I-41-42, PR at I1-26-27.
See Tables 17-19, Figures 1-2, CR at 1-49-53, PR at II-30.
See Table 16, CR at I-41-42, PR at 11-26-27.
CR at [-28, PR at II-19.
™  See Table 16, CR at I-41-42, PR at [1-26-27.
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countries.” Although domestic producers’ prices declined somewhat,”” these producers also increased

their shipments™ and market share during that period.” Moreover, during the 1993 interim period,
declines in unit cost of goods sold” exceeded declines in unit prices.”

Price declines in the market were much greater before the Malaysian products entered the
market than they were afterwards.” In fact, relative to 1990 and 1991, prices in 1992 and interim
1993 have generally stabilized.™ Petitioners contend, however, that the subject imports from
Malaysia nevertheless had significant adverse price effects because they prevented domestic producers
from raising their prices as much as they should have been able to in light of the decline of imports
from Korea and Taiwan.” Given the availability of supply and the market conditions discussed
above, we are not persuaded that the subject imports from Malaysia had a significant depressing or
suppressing effect on domestic prices.* *

Finally, since any injury to the domestic industry must be by reason of the dumped imports,
we have considered the effect of dumped imports compared with the effect those imports would have
had had they been fairly traded, this being an economic factor which is relevant to the present injury
determination.” In general, the less the difference between the dumped price of imports and their
price at fair value, the less the impact that dumping will have on sales of the subject imports and, in
turn, on the domestic industry’s volume of sales and domestic prices.

The weighted average dumping margin in this case was 9.13 percent.” If Malaysian imports
had been fairly traded, demand for domestic WSS pipe would not have increased significantly.*
Malaysian imports had only a limited market share relative to the domestic product. Therefore, any
reduction in import market share would have a proportionately smaller impact on sales of the
domestic product. Thus, we believe that any increase in demand for the domestic product would
have been limited. Because of the small Malaysian market share and the ready availability of
domestic supply, it is unlikely that the elimination of LTFV imports would lead to significant price
increases.” Therefore, it is unlikely that LTFV imports resulted in significant price suppression or
in a significant decrease in the volume of domestic sales.

On the basis of the above discussion, we conclude that the LTFV imports from Malaysia

“have not had significant adverse price effects.

E. IMPACT ON THE DOMESTIC INDUSTRY

In assessing whether the domestic industry is materially injured by reason of the LTFV
imports, the Commission considers all relevant economic factors which have a bearing on the state of

" Memorandum INV-R-028 (February 24, 1994).

™ See Tables 17-19, Figures 1-2, CR at [-49-53, PR at I1-30.

?  See Table 3, CR at I-17, PR at II-11.

™ See Table 16, CR at I-41-42, PR at 11-26-27.

” CR at I-28, PR at II-19.

®  See Table 3, CR at I-17, PR at II-11.

7 See Tables 17-19, Figures 1-2, CR at I-49-53, PR at II-30.

™ See Tables 17-19, Figures 1-2, CR at [-49-53, PR at II-30. Due to more complete data provided by
producers and importers, we place greater emphasis on their pricing data than on that of purchasers. See CR
at I-54, PR at I1-30.

™ Petitioners’ Post-Hearing Brief at 9 and Attachment 3 at 1.
Commissioner Nuzum does not join in the discussion in the remainder of this section on price effects.
Consistent with his views articulated in footnote 56, Vice Chairman Watson also does not join in the
following discussion of dumping margins.

£ See 19 U.S.C. § 1677(7)(B)(ii); Copperweld Corp. v. United States, 682 F. Supp. 552, 560-564 (Ct.
Int’]l Trade 1988).

¥ See 59 Fed. Reg. 4023, 4029 (January 28, 1994).

% Malaysian WSS pipe, if sold at fair value, would have been on average 9.13 percent more expensive.
See 59 Fed. Reg. 4023, 4029 (January, 28, 1994); Memorandum EC-R-020 at 3 (February 22, 1994).

¥ See Memorandum EC-R-020 (February 22, 1994).
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the industry in the United States. These factors include output, capacity utilization, sales,
inventories, market share, employment, wages, productivity, profits, return on investment, cash
flow, ability to raise capital, and research and development.® No single factor is determinative, and
we consider all relevant factors "within the context of the business cycle and conditions of
competition that are distinctive to the affected industry."” In this case, due to the lack of significant
volume or price effects of the Malaysian imports, we do not find a sufficient impact by the LTFV
imports on the domestic industry to warrant an affirmative determination.

The condition of the domestic industry was mixed between 1990 and 1992, but generally
improved in interim 1993 as compared with interim 1992. U.S. consumption of WSS pipe and
pressure tube declined 3.0 percent between 1990 and 1992, falling from 108,037 tons in 1990 to
104,819 tons in 1992.% In the 1993 interim period, however, consumption rose 4.3 percent.”

Despite declining demand from 1990 to 1992, U.S. producers’ average capacity increased
from 140,348 tons in 1990 to 144,981 tons in 1992, a gain of 3.3 percent. Capacity also increased
2.5 percent in interim 1993 as compared with interim 1992, rising to 114,830 tons from 112,044
tons, respectively.” Capacity utilization was relatively low in 1990 at 62.0 percent, but remained
stable throughout the period of investigation as capacity increased.”

Production rose from 87,033 tons in 1990 to 89,317 tons in 1992, an increase of 2.6 percent,
and increased 1.5 percent in the interim period, rising from 67,606 tons in interim 1992 to 68,596
tons in interim 1993.” The quantity of U.S. shipments of WSS pipe and pressure tube increased
from 85,992 tons to 86,934 tons between 1990 and 1992. Shipments increased further in the interim
period, rising from 65,661 tons in interim 1992, as compared with 66,952 tons in interim 1993.”
Furthermore, although domestic inventories increased 15.1 percent between 1990 and 1992, they
decreased 11.8 percent in interim 1993 as compared with interim 1992.>

As discussed previously, despite declining demand from 1990 to 1992, the domestic
producers increased their share of the U.S. WSS pipe and pressure tube market, gaining 3.3 percent
by quantity and 0.7 percent by value. Although the domestic industry lost 1.9 percent of the U.S.
market by quantity and 1.6 percent by value in the interim Period, the Malaysian share increased
only 0.1 percent in both quantity and value by comparison.™

The number of production workers fell throughout the period of investigation, dropging from
1,602 in 1990 to 1,436 in 1992, a decline of 10.4 percent, but leveled off in interim 1993.
Conversely, production and shipments increased.” The decline in production workers was
accompanied by an increase in productivity.”

The value of net sales declined from $348.9 miilion in 1990 to $313.7 miilion in 1991, and
$305.7 million in 1992. Net sales declined slightlz; more in the interim period, from $233.4 million
in interim 1992 to $232.9 million in interim 1993.” These declines in net sales appear to reflect the
decline in prices discussed previously.

*  The Commission received information concerning research and development expenditures from only one

domestic producer. See Table 12, CR at I-32, PR at II-20. We have not, therefore, attributed much
significance to the information concerning this factor.
¥ See 19 U.S.C. § 1677(TNC)(ii).
58 See Table 16, CR at I-41-42, PR at 11-26-27.
¥ See Table 16, CR at I-41-42, PR at [1-26-27.
See Table 2, CR at I-16, PR at II-10.
See Table 2, CR at I-16, PR at I1-10.
See Table 2, CR at I-16, PR at II-10.
See Table 3, CR at I-17, PR at II-11.
See Table 4, CR at I-18, PR at II-12.
See Table 16, CR at [-41-42, PR at I1-26-27.
See Table 5, CR at I-19, PR at II-13.
See Table 2, CR at I-16, PR at [1-10; Table 3, CR at I-17, PR at II-11.
Productivity rose 23.0 percent between 1990 and 1992. See Table 5, CR at I-19, PR at II-13.
See Table 9, CR at I-27, PR at II-18.
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Operating income experienced its largest decline from 1990 to 1991, when subject imports
had only 0.1 percent of the domestic market.'” In 1992, when subject imports had their greatest
presence in the U.S. market, the decline in domestic producers’ operating income was much less
significant.'” Even at this 1992 level of subject import penetration, the domestic industry remained
relatively profitable.'” Operating income increased 5.2 O?ercent in the interim period, rising from $9
million in interim 1992 to $10 million in interim 1993.'" Operating income as a percentage of net
sales displayed a similar trend, declining from 7.2 percent in 1990 to 3.6 percent in 1992, but
increasing to 4.3 percent in interim 1993 as compared with 4.1 percent in interim 1992." Thus, the
declining trend in operating income appears to have been reversed in interim 1993 as compared with
interim 1992, notwithstanding the slight decline in net sales that occurred during that period.

One factor that appears to have contributed to the industry’s profitability is the decline in unit
cost of goods sold. The unit cost of goods sold declined steadily over the period of investigation,
including interim 1993 as compared with interim 1992.'% '*

Many indicators of the industry’s performance showed improvement in 1992, the first year in
which Malaysian imports entered the United States in commercially significant quantities, overlapping
in time with imports from Korea and Taiwan. Some of the improvement likely was due to the
suspension of liquidation of imports from Korea and Taiwan that occurred in July 1992, and the
imposition of antidumping orders in December 1992.

Nevertheless, the trends in several key indicators do not reveal any significant negative
impact on the domestic industry that is attributable to imports from Malaysia."” While demand
declined from 1990 to 1992 by 3.0 percent, the domestic producers’ market share increased by 3.3
percent.'® Simultaneous with the entry of Malaysian imports, the domestic industry experienced
improvement in production, shipments, productivity, and capital e)(g)enditures, and had declining
selling, general and administrative expenses and production costs.'” To the extent that some
financial indicators continued to decline in 1992, they declined more slowly than during 1990 to
1991, and the decline occurred at a time of the largest decrease in demand during the period
examined.

In addition to continued profitability and an increase in market share, there were other
favorable indicators in interim 1993. As noted, the quantit‘y and value of U.S. consumption
increased in interim 1993 as compared with interim 1992.'" The quantity and value of U.S.
shipments similarly increased."’ Accordingly, we see no nexus between stable or slightly increased
subject imports in interim 1993 and any adverse impact on the domestic industry.

' In 1991, operating income declined 41.2 percent. See Table C-2, CR at C-5-6, PR at C-5-6.

' In 1992, operating income declined 25.4 percent. See Table C-2, CR at C-5-6, PR at C-5-6.

2 From 1990 to 1992, operating income declined from $25 million to $11 million. See Table 9, CR at I-
27, PR at 0I-18.

1% See Table 9, CR at I-27, PR at II-18.

' See Table 9, CR at I-27, PR at II-18.

' See Table 9, CR at I-27, PR at I1-18; CR at I-28, PR at II-19.

1% For purposes of cost trends analysis, we find that unit cost of goods sold is a more useful indicator than
total cost of goods sold, which often masks true cost trends with changes in sales quantities. Unit cost of
goods sold takes such changes into account.

' Commissioner Brunsdale and Commissioner Crawford do not join in the discussion in this and the
following paragraph as they do not engage in any analysis of trends.

'®  See Table 16, CR at [-41-42, PR at [1-26-27.

1% See Table C-2, CR at C-5-6, PR at C-5-6. We also note that capital expenditures increased 101.6
percent from 1990 to 1992, rising from about $6 million in 1990 to about $12 million in 1992. Capital
expenditures declined 47.7 percent in interim 1993 as compared with interim 1992. See Table 11, CR at I-31,
PR at I1-20.

0 The quantity and value of U.S. consumption increased 4.3 percent in quantity and 3.7 percent in value
in interim 1993 as compared with interim 1992. See Table 16, CR at I-41-42, PR at 11-26-27.

"' The quantity and value of U.S. shipments increased 2.0 percent and 1.8 percent, respectively. See
Table 3, CR at I-17, PR at I-11.
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With declining demand and costs of production, low capacity utilization, and high
substitutability between subject and domestic products, it is difficult for domestic producers to raise
prices without being undercut by competitors."” Thus, the competitiveness of the domestic market
may have constrained profitability. A

An economic analysis of the effect of dumped LTFV Malaysian imports estimates that
revenue suppression due to unfair pricing of subject imports was insignificant."” '* Despite the high
substitutability of the domestic and Malaysian product discussed above, the Malaysian product is not
present in the U.S. market in sufficient quantities to have a significant suppressing or depressing
effect on the price of the domestic product.

Based on our analysis of the factors discussed above, including the small market share held
by the subject imports and the availability of domestic supply, we find a lack of causal nexus
between the performance of the domestic industry and the LTFV imports. We conclude, therefore,
that the domestic WSS pipe and tube industry is not materially injured by reason of the LTFV
imports from Malaysia.

IV. NO THREAT OF MATERIAL INJURY BY REASON OF LESS THAN
FAIR VALUE IMPORTS

We further determine that there is no threat of material injury by reason of LTFV imports
from Malaysia. Under the statute, the Commission is required to consider ten factors in its threat
analysis,"* only six of which are factually relevant to this investigation. In making our
determination, we considered whether increases in production capacity or existing unused capacity in
the exporting country are likely to result in a significant increase in imports of the merchandise to
the United States; whether there were rapid increases in United States market penetration and the
likelihood that the penetration will increase to an injurious level; the probability that subject imports
will enter the United States at prices that will have a depressing or suppressing effect on domestic
prices; whether there has been a substantial increase in inventories of the subject merchandise in the
United States; whether there is underutilized capacity for producing the merchandise in the exporting
country; and whether there are any other demonstrable adverse trends that indicate the probability
that importation of the merchandise will be the cause of actual injury."*

In applying these criteria, we do not make a finding of threat of material injury unless
evidence of threat is real and actual injury is imminent. A finding of threat of material injury also
cannot be based on "mere conjecture or speculation, """’

We note that, with respect to threat, evidence from the most recent portion of the period of
investigation provides the point of departure for our analysis. It is the latest reflection of the
condition of the industry and nature of market conditions which are essential to a meaningful analysis
of threat. As discussed previously, the evidence from the interim period showed a slight upturn in

"2 Commissioner Nuzum does not join in this paragraph.

3 Memorandum EC-R-020 at 3 (February 22, 1994).

" Vice Chairman Watson and Commissioner Nuzum do not join in the discussion in this paragraph.

' See 19 U.S.C. § 1677(T)(F)().

16 19 U.S.C. $1677(TYF)YTD), (i), (AV), (V), (VI), and (VII). Since this investigation does not involve a
subsidy or an agricultural product, Factors I and IX are not applicable. Product shifting, Factor VII, is not an
issue because there is no evidence that foreign manufacturers of WSS pipe and pressure tube produce any other
products currently under investigation or subject to an order. Factor X is not significant in this investigation,
because the WSS pipe and pressure tube industry is a mature industry with little, if any, development and
production or derivative products. In addition, we must consider whether dumping findings or antidumping
remedies in markets of foreign countries against the same class or kind of merchandise suggest a threat of
material injury to the domestic industry. See 19 U.S.C. § 1677(7)(F). There is no evidence of such dumping
findings or remedies concerning WSS pipe from Malaysia.

U7 See 19 U.S.C. § 1677(NY(F)(ii).
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the domestic industry’s profitability after three years of declines. Consumption of WSS pipe and
tube products also showed an upturn in the interim period after three years of declines.

We note first that Malaysian production capacity increased rapidly from 1990 to 1992 and
was projected to increase somewhat more in 1993."® The significance of this increase as well as the
extent of existing unused capacity for purposes of a threat analysis, however, must be assessed in the
context of trends in consumption and the performance of the domestic industry. Viewed in that
context, we do not believe that existing unused Malaysian capacity is significant. Were the
Malaysian producer to fully utilize existing capacity to increase exports to the United States, it is not
clear that subject imports would increase to injurious levels, given the substantial market share held
by the domestic industry, the small market share held by the Malaysian producer, and the evidence
of increasing consumption for WSS pipe and tube in the United States, as well as imports of WSS
pipe from a significant number of other, non-subject sources."” Thus, an increase in capacity or
capacity utilization does not necessarily mean that all additional production will be shipped to the
United States.

In view of the fact that there were no imports from Malaysia until late 1991, the increase in
those imports from 0.1 percent market share in 1991 to 3.4 percent in 1992, could arguably be
characterized as a "rapid increase."'” ' Several factors mitigate against this increase as constituting
evidence of a threat of material injury, however. While the increase may have been rapid, it
nonetheless resulted in a small market share relative to domestic consumption and production, and a
volume that we found was not significant. We also do not find substantial evidence that imports
from Malaysia are likely to continue to increase at that same rate in the near future. More recent
data i{lzcziicate that the Malaysian producer’s U.S. market share remained relatively flat in interim
1993.

We also do not find substantial evidence indicating a sufficient probability that imports from
Malaysia will enter the United States at prices that will have suppressing or depressing effects on
domestic prices. As discussed earlier, we did not find evidence of significant adverse price effects
caused by the Malaysian products during the period of investigation. We find no evidence indicative
of a likely significant change in pricing effects attributable to the Malaysian products in the near
future.

We also note that end-of-period inventories of subject imports in the United States decreased
from 1991 to 1992, and also declined in interim 1993."” Further, even at their highest level, the
inventories were very small relative to domestic consumption or production.'”

Finally, we find no evidence of other demonstrable adverse trends that indicate the
probability that imports from Malaysia will be the cause of actual injury. To the contrary, we find
evidence of demonstrable positive trends, such as increasing consumption and improving profitability

" See Tables 14, 16, CR 1-37, [-41-42, PR at 11-24, II-26-27. Although Respondent asserts that it
intends to move existing production capacity elsewhere, thereby decreasing production capacity, we discount
this evidence as inconclusive. See Tr. at 139; Respondent’s Pre-hearing Brief at 24-25; Respondent’s Post-
heal;glg Brief at 10-15; see also Memorandum INV-R-029 (February 24, 1994).

1

' See Table 16, CR at I-41-42, PR at 11-26-27.

' The percentage increase in subject imports may be large, but this is a function of the small base from
which the percentage figures were calculated. Therefore, in this investigation, we decline to place much weight
on the percentage increase in subject imports.

'2 " We recognize that the subject imports were likely affected by suspension of liquidation, which occurred
towards the end of the period of investigation. However, given the other evidence concerning the growth in
apparent consumption and the domestic industry’s improving performance, we are not persuaded that the
sub_iect imports would have increased to injurious levels in the absence of suspension of liquidation.

2 See Table 4, CR at I-18, PR at II-12.

'*  See Table 2, CR at I-16, PR at II-10; Table 16, CR at I-41-42, PR at 11-26-27.
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in the domestic industry.’” Accordingly, we conclude that the domestic industry is not threatened
with material injury by reason of the dumped imports from Malaysia.

CONCLUSION

In view of the small volume of subject imports, the absence of significant adverse price
effects, and the improving condition of the domestic industry, among other reasons, we find that the
domestic industry producing welded stainless steel pipe and pressure tube is neither materially injured
nor threatened with material injury by reason of LTFV imports from Malaysia.

%  See Table 9, CR at I-27, PR at II-18; Table 16, CR at [-41-42, PR at [1-26-27.
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ADDITIONAL VIEWS OF COMMISSIONER JANET A. NUZUM

In this final investigation, | make a negative determination and concur for the most part with
the views set forth in the majority opinion. These Additional Views provide additional insight into
my analysis, particularly on the issue of threat.

In order to reach an affirmative determination, there must be positive evidence on the record
that the domestic industry is materially injured or threatened with material injury by reason of the
imports subject to investigation. For the reasons discussed in the majority opinion, I conclude that
the domestic industry is not experiencing present material injury by reason of the subject imports
from Malaysia. The issue of threat, frankly, was more difficult.

An affirmative determination based on threat of material injury requires finding that the
threat of injury is real and that actual injury is imminent. The Commission may not speculate about
the future impact of unfair imports on the domestic industry. Theories and hypotheses about the
effects of the subject imports, however plausible they may be, are not a sufficient basis by
themselves for making a determination. Accordingly, I look for information in the record about the
abilities of the foreign producer or producers to maintain or increase their exports to the United
States at prices that have depressing or suppressing effects, and the incentives for the foreign
producer or producers to do so. I then consider whether this information indicates that there is a
sufficiently reasonable likelihood that the subject imports will cause actual injury in the near future.

I view the evidence from the most recent portion of the period of investigation as the point of
departure for the analysis of threat. In this record, that means the information relating to the first
three quarters of 1993 ("interim 1993") was the most probative. This portion of the record provides
the most current information on the condition of the industry, trends in the market, and the position
of subjlect imports, that helps form the basis for concluding what will likely happen in the near
future.

As petitioners acknowledge, the domestic industry showed improvement in several key
factors during 1991-1992 and the first three quarters of 1993. Specifically, the industry’s ?roduction
and shipments of welded stainless steel pipe and tube increased steadily during this period.” Indeed,
the industry showed relatively sizeable increases in shipments in 1992 at the same time that
consumption was at its lowest level during the period examined.’ Further, several other key factors
also showed improvement, including inventories, productivity and unit cost of goods sold.*

Several of these factors continued to show improvement in interim 1993, including
production, shipments, inventories and unit cost of goods sold.’ In addition, the trend in operating
income, which had been declining throughout the period of investigation, reversed, albeit
marginally.® Importantly, these improvements occurred at a time of growing consumption, which
also occurred for the first time during the period examined. The record thus paints a picture of an
industry whose vulnerability to the adverse effects of unfair imports, by interim 1993, is reduced.
With these factors in mind, I turn to assess the likely effects of the subject imports from Malaysia.

Malaysian capacity, production and shipments of the subject merchandise all increased from
small levels to levels that remain smaller than the U.S. industry.” The rate of these increases was,

! I have also taken into account that the volume of subject imports may be affected in the most recent part

of the period examined by the antidumping investigation itself. In this particular investigation, suspension of
liquidation for the subject imports occurred in September 1993.
> See Tables 2 and 3, CR at I-16, I-17, PR at [I-10, I-11.
See Table 3, CR at I-17, PR at II-11.
See Tables 4, 5, 9, CR at I-18, I-19, 1-27; PR at I-12, I1-13, 11-18.
See Tables 2, 3, 4, 9, CR at I-16, I-17, I-18, 1-27; PR at [I-10, II-11, II-12, 1I-18.
See Table 9, CR at I-27, PR at 1I-18.
See Table 14, CR at I-37, PR at II-24.
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howevaer, quite rapid. By 1992, a significant proportion of the shipments was directed to the United
States.

In presenting their arguments concerning threat, petitioners pointed to the Malaysian
producer’s demonstrated ability to "flood" the U.S. market with low-priced pipe, as evidenced by the
increase in import volume during 1991-1992. Petitioners stated in their posthearing brief, "Under
these circumstances, the historical behavior of Kanzen and common sense leave no doubt that Kanzen
could and would again immediately inundate the U.S. market with its pipe were suspension of
liquidation ended."” As discussed in the majority’s views, however, neither the volume of imports
nor the impact of those imports on domestic prices was significant. Since I was not persuaded that
the domestic industry is currently materially injured by the level of imports from Malaysia in 1992
and interim 1993, evidence of the likelihood of a return by those imports to those same levels would
not be sufficient, by itself, to constitute a threat of material injury.

Thus, I carefully examined other information in the record to see if it supported an
affirmative determination of threat. Although the Malaysian producer has the capability to increase
its exports to the United States above levels recorded during the period examined, it is not clear that
those possibly higher levels would be injurious to the domestic industry, given the increase in
consumption and improvement in the domestic industry in interim 1993.

Nor is it clear that all additional production, if any, will result in increased exports to the
United States. The record concerning the Malaysian producer’s shipments to its home market and to
third cguntry markets, as well as to the United States, does not support an affirmative finding of
threat. .

Respondent also noted its plans to move some portion of its current production capacity out
of Malaysia." The record is inconclusive as to the firmness of these plans and I suspect that the
motivations underlying those plans are tied to the developments in this investigation. Nevertheless, it
does appear that there have been relatively extensive and detailed discussions concerning these plans.
I have not placed significant weight on this evidence, but note that there also is no evidence to the
contrary. In sum, the record concerning the respondent’s ability to increase significantly its

" capacity, production and exports of WSS pipe to the United States is mixed, but does not indicate a
sufficient likelihood that any such increases will result in actual injury to the domestic industry. My
assessment is based not only on the improvement in the condition of the domestic industry and
increase in consumption, but also on the fact that the subject imports that did enter the United States
during the period examined did not have significant adverse volume or price effects. If, however, in
a future investigation, the record shows different trends, I might reach a different conclusion. Based
on this record in this investigation, however, I cannot conclude that the foreign producer’s capacity,
production and shipments are likely to increase to injurious levels without engaging in speculation.
The statute expressly prohibits such speculation and conjecture. Accordingly, I make a negative
determination.

K.
Petitioner’s Post-hearing Br. at 13.
' See Table 14, CR at I-37, PR at [I-24.
" See Respondent’s Prehearing Br. at 24-25; Post-hearing Br. at Exhibit 4.
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DISSENTING VIEWS OF CHAIRMAN NEWOQUIST AND COMMISSIONER ROHR

We find that the domestic industry producing welded stainless steel pipe and pressure tube is
materially injured by reason of imports of pipe and tube from Malaysia which the Department of
Commerce has determined to be sold in the United States at less than fair value ("LTFV").

As a preliminary matter, we note that, in our view, an affirmative determination here is
consistent with the Commission’s affirmative determinations in Certain Welded Stainless Steel Pipes
from the Republic of Korea and Taiwan.' The condition of the domestic industry is virtually the
same today as it was at the time of those determinations, and imports from Malaysia are as much a
cause of injury now as imports from Korea and Taiwan were then.

We concur with the majority’s discussion concerning like product and domestic industry. As
the majority is silent on the condition of the domestic industry, we begin these dissenting views with
our discussion of the condition of the domestic industry.

L CONDITION OF THE INDUSTRY

In determining whether there is material injury to a domestic industry by reason of the LTFV
imports, we are directed to consider "all relevant economic factors that have a bearing on the state of
the industry in the United States[.]"* These include production, consumption, shipments, inventories,
capacity utilization, market share, employment, wages, productivity, financial performance, capital
expenditures, and research and development.” No single factor is determinative, and we consider all
relevant factors "within the context of the business cycle and conditions of competition that are
distinctive to the affected industry."

With respect to the conditions of competition distinctive to the industry producing welded
stainless steel pipe and pressure tube, we first note that U.S. consumption of pipe and tube is driven
by the demand in the downstream industries (e.g., the chemical industry, the pulp/paper industry,
and the energy industry).” Demand in these industries has generally declined during the period of
investigation. Raw material prices are another factor affecting competition in this market. During
the period of investigation, declines occurred in the prices of raw materials used in the production of
pipe and tube.® Institution of the Korea and Taiwan investigations in November 1991, suspension of
liquidation in June 1992, and the Commission’s final affirmative determinations in those
investigations in December 1992 also affected competition.”

Apparent U.S. consumption declined at an increasing rate during the period of investigation
(1990-92), falling from 108,037 short tons (tons) in 1990 to 107,179 tons in 1991, and to 104,819
tons in 1992, or by 3.0 percent overall.® Consumption declined more substantially in terms of value,
by 12.7 percent, reflecting the steady decline in the unit value during the period” Comparing the
interim periods, January-September 1992 to January-September 1993, consumption increased 4.3
percent by volume, and 3.7 percent by value.

' Invs. Nos. 731-TA-540 and 541 (Final), USITC Pub. 2585 (December 1992).

2113 U.S.C. § 1677(TO)Gii).

‘Id.

5 Confidential Report ("CR") at -43; Public Report ("PR") at II-27.

® CR at I-28; PR at 11-19. Nickel and ferrochromium costs represent a substantial portion of the cost of
raw materials in producing austenitic stainless steel pipe and tube.

7 Certain Welded Stainless Steel Pipes from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-540 and
541 (Final), USITC Pub. 2585 (December 1992). Imports from Korea and Taiwan accounted for nearly 60
percent of all imports and 13.3 percent of domestic consumption in 1991; in 1992, imports from Korea and
Taiwan accounted for just 30 percent of all imports and 5.2 percent of domestic consumption. Report at Table
16; INV-R-028 (February 24, 19%4).

: Report at Table 16.

Id.
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Following the initiation of the Korea and Taiwan investigations, the domestic industry gained
market share in 1992, for an overall gain in market share of 3.3 percentage points over the period of
investigation.'” The U.S. market share by value was slightly higher in each year during the period
due to the higher average unit values of the domestic product compared with those of imports." The
U.S. producers” market share in interim 1993 fell by 1.9 percent, by volume, and also fell 1.6
percent by value, compared to interim 1992.

The U.S. average-of-period productive capacity increased marginally during the period of
investigation, from 140,348 tons in 1990 to 144,981 tons in 1992, or by 3.3 percent.” The U.S.
industry’s productive capacity continued to increase in interim 1993, by 2.5 percent. Production
declined slightly from 1990 to 1991, falling from 87,033 tons to 86,735 tons, before rising in 1992,
to 89,317 tons, an overall increase of 2.6 percent.” In interim 1993, U.S. production increased
slightly compared to interim 1992, by 1.4 percent. Capacity utilization also declined marginally
during the period, from 62.0 percent in 1990 to 61.6 percent in 1992. Interim 1993 capacit?'
utilization was 59.7 percent, a decrease of 0.6 percentage points compared to interim 1992.'

U.S. shipments, which accounted for the vast majority of total shipments by U.S. producers,
increased marginally by volume during 1990-1992, from 85,992 tons to 86,934 tons, or by 1.1
percent.” The value and unit value of U.S. shipments, however, declined during the period. The
value of U.S. shipments fell steadily over the period, from $374 million in 1990 to $334 million in
1991, and to $329 million in 1992, for an overall decline of 12.0 percent. The value of U.S.
shipments increased slightly in interim 1993 compared to interim 1992, from $246 million to $250
million, or by 1.8 percent. The unit value of U.S. shipments also fell steadily, from $4,345 per
ton in 1990 to $3,784 per ton in 1992, a drop of 12.9 percent. Unit values in interim 1993 also
declined”when compared to interim 1992, from $3,746 per ton to $3,739 per ton, or by 0.2
percent.

The greater declines in shipments relative to production are reflected in changing inventory
levels. End-of-period inventories rose sharply from 9,913 tons in 1990 to 11,658 tons in 1991 and
then fell somewhat to 11,405 tons in 1992. Inventory levels in interim 1993 fell by 11.8 percent
compared to levels in 1992, from 12,066 tons to 10,644 tons.” The ratio of inventories-to-
shipments followed a similar trend, rising from 11.5 percent in 1990 to 14.1 percent in 1991, and
declining to 13.1 percent in 1992. This trend continued in interim 1993, falling to 11.9 percent,
compared to a ratio of 13.8 percent in interim 1992."

The number of production and related workers, their hours worked, and total wages and
compensation paid, all declined steadily during the period of investigation.” Employment fell overall
by 10.4 percent, hours worked by 19.0 percent, and total compensation by 16.7 percent. Hourly
total compensation rose overall by only 1.9 percent. Productivity rates rose steadily and significantly
during 1990-92, by 23.0 percent. The comparison between interim 1993 and interim 1992 data for
these indicators shows nominal improvement. In the interim period, hours worked, total
compensation, and hourly total compensation increased, by 0.3 percent, 3.1 percent, and 1.7 percent

10 Id
" g
2 Report at Table 2.
B 1d.
"I

s f{_éport at Table 3.
' 1d.

l7ﬁ

'8 Report at Table 4.
19 &
* Report at Table 5.
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respegtizyely. Employment continued to decline, however, falling by 0.4 percent in the interim
period.

The financial performance of the industry deteriorated steadily from 1990 to 1992. At least
in part, this decrease was due to per-unit revenue declines which consistently outpaced per-unit cost
declines. Although the domestic industry showed some recovery in interim 1993, compared to 1992,
increases were generally quite small.” Net sales fell from $349 million in 1990 to $314 million in
1991, and to $306 million in 1992, an overall decline of 12.4 percent.” Net sales in interim 1993
fell slightly compared to interim 1992, by less than 1 percent.

Costs of goods sold per ton also declined steadily, but at lesser rates; gross profit margins,
therefore, also fell steadily, from 15.5 percent of sales in 1990 to 13.6 percent in 1991, and to
12.3 percent in 1992, Interim 1993 gross profit margins rose less than 0.5 percent compared to
interim 1992.* Gross profit per ton dropped overall from $642 in 1990 to $464 in 1992, a decline
of nearly 28 percent. Interim 1993 gross profit per ton rose slightly over the 1992 interim rate,
from $450 per ton in 1992 to $466 per ton in 1993, an increase of less than 4 percent.”

Selling, general, and administrative expenses, as a percent of net sales, were relatively stable
during the period. As a result, changes in the operating margin generally tracked changes in the
gross profit margin.” The industry realized operating profits of 7.2 percent of net sales in 1990,

4.7 percent in 1991, and 3.6 percent in 1992. Interim 1993 operating profits were 4.3 percent of net
sales, compared to 4.1 percent in interim 1992.” On a per-ton basis, operating income fell from
$298 in 1990 to $135 in 1992 -- down almost 55 percent. Operating income per ton in interim 1993
was $160, only slightly higher than the interim 1992 rate of $153. Cash flow fell by more than

39 percent from 1990 to 1991, from $23.3 million to $14.1 million, and dropped by nearly 22
percent in 1992 to $11.0 million. Interim 1993 cash flow was $10.2 million compared to the interim
1992 cash flow of $8.7 million.”®

The value of total assets of the domestic industry producing the like product declined steadily
during the period of investigation, falling by 5.4 percent between 1990 and 1992.” Most producers
reported no research and development expenses.”

Based on the declines in production and shipments and the substantial declines in net sales,
operating income, and employment, we determine that the domestic industry is materially injured.

IL MATERIAL INJURY BY REASON OF L TFV IMPORTS

In determining whether the domestic industry is materially injured by reason of the subject
imports, the statute requires that we consider:

(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

2t &
Z CR at 1-26 through I-33; PR at II-17 through II-21.
:‘: Report at Table 9.

Id.

®Id.
*1d.
7 1d.
2 Hd.
» Report at Table 13.
* Report at Table 12.
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(III) the impact of the imports of such merchandise on domestic
producers of like products, but only in the context of production
operations in the United States.”

In making this determination, the statute permits us to consider "such other factors as are relevant to
the determination . . . ," including those within the conditions of competition that are distinctive to
the affected industry.” We are not required to determine that LTFV imports are "the principal, a
substantial or a significant cause of material injury."® Rather, a finding that LTFV imports are a
cause of material injury is sufficient. As discussed above, one factor particularly important to our
affirmative determination is that this industry "has long been battered by unfair import competition
[such that] very small additional quantities of unfair imports may be more than negligible. "
Although this legislative history is directed to the negligibility exception to cumulation of imports
from more than one subject country,* the underlying rationale provides equally relevant guidance
here, namely: slightly more than a year ago, a majority of the Commission determined that imports
of welded stainless steel pipes and tubes from the Republic of Korea and Taiwan were a cause of
material injury to the domestic industry.” Thus, while cumulating imports from Malaysia with those
from the Regublic of Korea and Taiwan which are subject to an antidumping duty order might not be
appropriate,” the continuing adverse effects of those imports are an important condition of trade as
those imports significantly hindered the industry’s ability to withstand additional unfair imports from
Malaysia.

Imports of welded stainless steel pipe and tube from Malaysia increased throughout the
period of investigation, from zero imports in 1990 to 150 tons in 1991; between 1991-92 the imports
rose dramatically to 3,553 tons.” Interim 1993 (January to September) imports were approximately
2,400 tons compared to 2,200 tons in interim 1992 By value, imports from Malaysia followed a
similar trend, increasing from $0 in 1990 to $437,000 in 1991, then increasing significantly to nearly
$10 million in 1992.* The value of imports from Malaysia in interim 1993 was more than $400,000
greater than for the same period in 1992.%

Imports from Malaysia accounted for an increasing share of domestic consumption of pipe
and tube throughout the period of investigation, from 0 percent in 1990 to just 0.1 percent in 1991,

119 U.S.C. § 1677(T)(B)().

219 U.S.C. §§ 1677(T)(B)(ii), 1677(7)(C).

®'S. Rep. No. 249, 96th Cong., Ist Sess. 57 and 74 (1979).

* See, e.g., Metallverken 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).

*"H.R. Rep. 40, 100th Cong., 1st Sess. 130, 151 (Part I, 1987).

%19 U.S.C. § 1677(T)(C)(V).

3 Certain Welded Stainless Steel Pipes from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-540 and
541 (Final), USITC Pub. 2585 (December 1992).

% Chairman Newquist does not assess whether cumulation is appropriate here since he finds that imports
from Malaysia alone are a cause of material injury. In the absence of such a finding, Chairman Newquist
would consider cumulating imports from Malaysia with those from the Republic of Korea and Taiwan.

Commissioner Rohr has considered whether to cumulate the subject imports with those from Korea and
Taiwan. The statute requires that to be appropriate candidates for cumulation, the imports must be subject to
investigation. The investigations on Korea and Taiwan were filed in November 1991, and concluded in
December 1992. These imports are thus no longer subject to investigation, and have not been for more than
one year. While the Commission has considered cumulating imports on which orders have already been issued,
it has done so in only limited circumstances. In particular, it has not done so when the order was issued as
long as one year ago, as is the case here. Commissioner Rohr declines to cumulate the subject imports from
Malaysia with the imports already subject to antidumping duties from Korea and Taiwan.

* Report at Table 16.

“1d. In fact, in 1992, imports from Malaysia were more than two and one-half times greater than imports
from Korea, and only 605 tons less than imports from Taiwan. INV-R-028 (February 24, 1994).

:; Report at Table 16.

Id.

1-24



then rising substantially to 3.4 percent in 1992.° The subject import’s share of domestic
consumption in interim 1993 was 2.9 percent compared to 2.8 percent in interim 1992.%

We find the rapid increase in volume, value and market share of imports from Malaysia
betweer}s 1990 and 1992 significant, particularly in light of declining total consumption during the
period. -

Both producers and importers agree that the domestic product and the subject imports are
wholly interchangeable.” Moreover, there are virtually no substitute products for welded stainless
steel pipe and tube.” As demand for pipe and tube is derived by demand in the downstream
industries, demand is relatively price inelastic. In other words, changes in pipe and tube prices have
little effect on the quantities demanded by the downstream industries. Rather, an increase in the
volume of unfairly priced imports results in the downstream industries shifting from suppliers of
domestic pipe and tube to suppliers of the lower priced, unfair imports from Malaysia.

Unit value per ton of the subject imports declined throughout the period of investigation,
falling from $2,915 in 1991 to $2,785 in 1992.% Interim 1993 unit value was $2,726 compared to
$2,784 in interim 1992.” These unit values were between 26-28 percent lower than the unit values
of the domestic product, which similarly declined during the period.”

The Commission collected sales price data for three types of pipes and pressure tubes. For
all three products, the subject imports undersold the domestic like product in every available price
comparison.” There was no discernible trend in the selling prices of the Malaysian products -- they
fluctuated upward and downward from quarter to quarter.” In contrast, although there were
irregular increases in the domestic selling prices between quarters, over the entire period of
investigation, domestic prices for all three products declined.”

We find that in light of the price sensitive nature of the market, the subject import’s lower
unit value and consistent underselling depressed and suppressed domestic prices to a significant
degree as manifested by the domestic product’s falling unit values and sales prices.

ML CONCLUSION

Based on the foregoing, we determine that the domestic industry producing welded stainless
steel pipe and pressure tube is materially injured by reason of imports of such pipe and tube from
Malaysia which are sold in the United States at less than fair value.

43 I d

“Id.

* Although the volume and value of total domestic consumption increased slightly between the interim
periods, the domestic share of both the volume and value of consumption actually declined. Report at Table
16.

“ CR at I-45; PR at I1-28.

“ CR at I-11; PR at I1-7.

“ Report at Table 15.

49 I d

% Report at Tables 7, 15.
:; Report at Tables 17-19.
Id

53fa‘:
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INTRODUCTION

Following a preliminary determination by the U.S. Department of Commerce (Commerce)
that imports of welded stainless steel pipe' from Malaysia are being sold in the United States at less
than fair value (LTFV) (58 F.R. 47120), the U.S. International Trade Commission (the
Commission), effective September 1, 1993, instituted investigation No. 731-TA-644 (Final) under
section 733(a) of the Tariff Act of 1930 (the Act) (19 U.S.C. § 1673b(a)) 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 a public hearing to
be held in connection therewith was posted in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and published in the Federal Register on September 22, 1993 (58
F.R. 49317). The hearing was held in Washington, DC, on January 27, 1994 Commerce’s final
LTFV determination was made on January 28, 1994. The applicable statute directs that the
Commission make its final injury determination within 45 days after the final determination by
Commerce.

This investigation results from a petition filed by Avesta Sheffield Pipe, Schaumburg, IL
(owned by Avesta Sandvik Tube AB, Fagersta, Sweden); Bristol Metals, Bristol, TN (owned by
Synalloy Corp., Spartanburg, SC); Damascus Tube Division of the Nes Bishop Tube Co.,
Greenville, PA (owned by Marcegaglia, SpA, Mantova, Italy); Trent Tube Division of Crucible
Materials Corp., East Troy, WI; and the United Steelworkers of America, on February 16, 1993,
alleging that imports of welded stainless steel pipe from Malaysia are being sold in the United States
at less than fair value (LTFV) and that an industry in the United States is materially injured and
threatened with material injury by reason of such imports. In response to that petition the
Commission instituted investigation No. 731-TA-644 (Preliminary) under section 733(a) of the Act
(19 U.S.C. § 1673b(a)) and, on April 2, 1993, determined that there was a reasonable indication of
such injury. A summary of the data collected in this investigation is presented in appendix C.

PREVIOUS COMMISSION ANTIDUMPING AND COUNTERVAILING DUTY
INVESTIGATIONS CONCERNING WELDED STAINLESS STEEL PIPE

The Commission has conducted four other antidumping investigations concerning welded
stainless steel pipe. The first investigation, No. AA1921-180,* covered imports of welded stainless
steel pipe and tube from Japan, and resulted in a negative determination by the Commission in July
1978. The second investigation, No. 731-TA-354 (Final), covered imports of welded stainless steel

! For the purposes of this investigation, welded stainless steel pipe consists of any welded pipe, of circular
cross section, that is made from austenitic stainless steel. This type of pipe is produced according to the
standards and specifications set forth by the American Society for Testing and Materials (ASTM). The
designations for this product include, but are not limited to, A-312, A-358, A-409, and A-778. Welded pipes
are generally used as conduits to transmit liquids or gases. Major applications for welded stainless steel pipes
include, but are not limited to, digester lines, blow lines, pharmaceutical lines, petrochemical lines, brewery
process and transport lines, general food processing lines, automotive lines, and paper processing machines.
Welded stainless steel pipes are covered by statistical reporting numbers 7306.40.1000, 7306.40.5005,
7306.40.5015, 7306.40.5045, 7306.40.5060, and 7306.40.5075 of the Harmonized Tariff Schedule of the
United States (HTS).

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

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

* Welded Stainless Steel Pipe and Tube from Japan, USITC Pub. 899, July 1978.
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pipe and tube from Sweden and, following a court remand, resulted in an affirmative determination.’
The third and fourth investigations, Nos. 731-TA-540 and 541 (Final),® covered imports of welded
stainless steel ASTM A-312 pipe from Korea and Taiwan, and resulted in affirmative determinations.
Antidumping duty orders were implemented on such imports in December 1992 (57 F.R. 62300,
December 30, 1992). ,

The Commission also conducted a countervailing duty investigation (No. 701-TA-281
(Final)), on stainless steel pipe and tube from Sweden, and reached a negative determination in that
investigation.

NATURE AND EXTENT OF SALES AT LTFV

Commerce’s affirmative final determination in this case was based primarily on respondent’s
(Kanzen Tetsu Sdn. Bhd.) data. U.S. price was based on purchase price calculations, and foreign
market value was derived from home market sales data and constructed value. The final dumping
margin was 9.13 percent for Kanzen Tetsu and for all other producers/exporters.

THE PRODUCT
Description

The welded stainless steel pipe from Malaysia that is the subject of this investigation is
produced according to standards and specifications set forth by the ASTM in product designations A-
312, A-358, A-409, and A-778. These designations cover both seamless and welded austenitic
(chromium-nickel) pipe; however, only the welded product is subject to this investigation. Because
welded stainless steel pipe must meet particular specifications regarding raw material usage, method
of manufacture, tolerances, and dimensions, the imported and domestic products are essentially
fungible.

In its most recent investigations covering imports of ASTM A-312 pipe from Korea and
Taiwan, the Commission determined that the like product consisted of all welded austenitic stainless
steel pipe and welded austenitic stainless steel pressure tube (ASTM A-249, A-269, A-270, and A-

5 Stainless Steel Pipe and Tube from Sweden, USITC Pub. 2033, Nov. 1987. This investigation also
involved seamless stainless steel pipe and tube, for which the Commission’s original final determination was
affirmative. The original negative determination with respect to welded stainless steel pipe and tube was
appealed to the U.S. Court of International Trade and remanded to the Commission for further consideration.
On remand, the Commission determined that an industry in the United States was materially injured by reason
of imports of welded stainless steel pipe and tube from Sweden found by Commerce to have been sold in the
United States at LTFV. Welded Stainless Steel Pipe and Tube from Sweden, USITC Pub. 2304, Aug. 1990.
The case was appealed to the U.S. Court of Appeals for the Federal Circuit, which affirmed the Commission’s
affirmative remand determination. Trent Tube Div., Crucible Materials Corp. v. United States, No. 91-1173
(Fed. Cir. July 27, 1992).

¢ Certain Welded Stainless Steel Pipes from the Republic of Korea and Taiwan, USITC Pub. 2585, Dec.
1992.

7 Stainless Steel Pipe and Tube from Sweden, USITC Pub. 1966, Apr. 1987.
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688 tubing).® Accordingly, data on both pipe and tube products were collected in this investigation
and are presented in this report.

In this investigation, petitioners assert that only welded austenitic stainless steel pipe
constitutes the product that is "like" the imported product. According to petitioners, pressure tube
should not be included within the like product definition.’

Although there are differences between pipe and pressure tube in terms of physical
dimensions and end uses, the products share a number of similarities in production processes,
machinery, and employees. Certain industry officials indicated that the choice of the term "pipe” or
“tube" is often a matter of semantics rather than a specific reference to the characteristics of a
particular type of tubular product; no tariff distinction is made on this basis.

Pipe generally has thicker walls, standard diameters and lengths, and is produced in high
volumes. Pressure tube generally has thinner walls, a wide variety of dimensions, and is produced
in small quantities.” However, there is some overlap in physical characteristics, and while pipe is
generally distinguishable from pressure tube, there are no absolutes when attempting to define these
products.

Pipe tends to be used as a conduit to transmit liquids or gases. In contrast, pressure tube
generally is manufactured to exact dimensions and other physical characteristics specified by the
customer, and is generally used in heating and cooling applications.

Pipe and pressure tube are generally made with similar production processes (at least through
the welding stage), sometimes on the same production lines. Pipe and pressure tube producers can
generally produce either product on their mills, with die changes for different diameter specifications.
The critical factor is the diameter of the product, not whether it is a pipe or a pressure tube.
However, it is generally more cost effective to keep pipe production lines dedicated due to higher-
volume orders for pipe than for pressure tube. The generally higher price of pressure tube compared
with that of pipe is attributable in part to the lower-volume production lots and in part to value added
by additional production steps, including cold drawing, cold working, and further annealing.

Within the different ASTM pipe categories, there are differences in physical characteristics
and overlaps in production resources. For example, A-312 pipe is welded using no filler material,
and is annealed (heat treated) and hydrostatically tested. A-778 pipe is welded using filler material
and is not annealed or hydrostatically tested. In general, A-312 pipe has heavier walls than A-778
pipe and, consequently, can withstand greater pressure. Both are sometimes produced on the same
machinery and equipment.

® The Commission determined that mechanical/ornamental tubing, ASTM A-554, was not included in the
like product. It is of a lower quality than pressure tubing and as a resuit cannot serve the same function as
pressure tubing. Mechanical/ornamental tubing is much thinner and lighter than welded stainless steel pipe,
and in some instances is not round like pipe. These different physical characteristics of mechanical/ornamental
tubing reflect the different end uses served. Mechanical/ornamental tubing is used either for structural or
ornamental purposes, such as fumniture and hand railings. The production process mechanical/omamental
tubing must undergo is much simpier than that of welded stainless steel pipe, given the less sophisticated nature
of that type of tubing. Mechanical/ornamental tubing is generally not annealed. The weld bead is not smooth
and flush. It may not even be straightened subsequent to the forming and welding process.

The Commission also excluded grade 409 tubing (different from ASTM A-409, which is a large-
diameter austenitic pipe) from the like product in its recent investigations. Grade 409 tubing is an example of
ferritic (containing chromium but no nickel) tubing and is used principally for automotive exhaust systems. It
is not pressure tested and it cannot be used in any applications that require sustenitic tubing. Grade 409 tubing
producers tend to be limited to a discrete group of companies that manufacture grade 409 tube products, in
many instances for captive consumption, but do not generally manufacture pipe.

* Petitioners’ prehearing brief, pp. 2-5.
*® Virtually all pipe is sold in standard 21-foot lengths according to petitioners, whereas pressure tubing
varies considerably in length, depending on the application. Hearing transcript, pp. 70-71.
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Among the various pressure tube products there are similar production methods and different
physical specifications. A-249 and A-269 pressure tube are generally produced on the same
production machinery (in fact many tubes are produced to both specifications), with A-249 tube
undergoing additional processes designed for its greater pressure applications.

As used in this report, the terms "pipe" and "tube” refer to welded austenitic stainless steel
pipe and welded austenitic stainless steel pressure tube, respectively, unless otherwise specified.

Manufacturing Processes

There are three primary methods for producing welded tubular products: the continuous-
mill process, the press-brake process, and the spiral-weld process. Both pipe and tube are made
using these production methods. The ASTM sets forth specific requirements regarding the materials,
method of manufacture, finishing operations, and testing to which welded pipe must conform to meet
certain production and performance standards; accordingly, domestic and foreign production
processes for this product are believed to be essentially the same.

The continuous-mill process, which is the principal method of producing welded stainless
steel pipe and pressure tube, begins with coils of cold-rolled sheet, strip, or plate. Each coil has
been annealed and pickled and produced to the dimensional, physical, and metallurgical limits
specified by the pipe and/or tube producer. The coil is guided through a series of paired forming
rolls. As it progresses through these rolls, its cross-sectional profile is changed into a tubular shape
with the butted edges ready for welding.

Following the welding process, pipe is generally annealed (A-778 pipe is not), then cut to
length, pickled, tested hydrostatically, and stenciled. For some pipe products, the removal or
smoothing of the interior weld bead is required prior to annealing.

The continuous-mill production process for welded stainless steel pressure tubing is
fundamentally the same as that for welded pipe up through the welding process, although the
equipment required to produce each product sometimes differs in size and in tooling. Welded tubing
and some smaller diameter pipe generally undergo additional processes and refinements, including
cold drawing, cold working, and further annealing.

Another method of manufacturing welded stainless pipe and pressure tube is the press-brake
process, in which a steel coil is cut to length and scored, or marked, in specified increments along
the coil’s end. A hammer press is manually placed on the coil at each score, gradually bending the
sheet into a cylindrical shape. The resulting pipe or tubular product is subsequently welded (with
filler material) and can also be annealed. The press-brake process is labor-intensive, but conforms
more easily to the production of a broader range of sizes and smaller-volume orders than the
continuous-mill method.

A third method of welded pipe and tubular product manufacture is the infrequently used
spiral-weld process, in which a steel strip is spiraled and welded along the spiral. This process can
be used to produce products of any diameter, but the looped weld running throughout the product,
rather than along a single longitudinal weld, is reportedly a disadvantage in terms of weld refinement
and potential end use.

Uses

Welded stainless steel pipe, both domestic and imported, is generally used as a conduit to
transport liquids and gases from one process to another in a process industry facility. Major uses for
A-312 pipe include digester lines, pharmaceutical lines, petrochemical lines, automotive lines, and
various processing lines such as those in breweries, paper mills, and general food facilities. Other
types of austenitic pipe appear to be less broadly used. For example, A-358 pipe, a specialized
heavier-wall product category, is used primarily in highly critical applications such as nuclear power
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plants and liquified natural gas facilities; and A-778 pipe is used in less demanding pressure
applications and is generally categorized as paper mill pipe.

Pressure tube, on the other hand, has a wider range of applications than pipe, ranging from
less demanding structural uses to more critical applications. Pressure tube is often used to transform
products from one product form to another as in chemical processing. A-249, A-269, and A-688
tube are used primarily in heating and cooling apparatus such as heat exchangers, condensers,
boilers, and feed water heaters. A-270 tube has a special finish and is intended for use in the dairy
and food industry.

Substitute Products

There are few, if any, instances in which pipe made of substitute materials such as plastics
and advanced materials can be used in the same applications as welded stainless steel pipe."
Properties imparted to the pipe by the use of stainless steel, such as corrosion resistance, strength
(e.g., ability to withstand pressure), and temperature resistance, generally are not imparted by the
use of plastics. Similarly, carbon steel pipe and other relatively lower-priced steel pipe are not
functional substitutes for stainless steel pipe.

Although there is some overlap in the end uses for welded and seamless stainless pipe and
tube, the two types of tubular products are generally not commercially interchangeable, principally
because of price and technical differences. Seamless tube tends to be more expensive to produce and
is more commonly used in demanding applications that require exceptional strength, high-pressure
containment, and a great degree of reliability.

U.S. Tariff Treatment

Imports of welded stainless steel pipe from Malaysia are classified for tariff purposes in
subheadings 7306.40.10 and 7306.40.50 of the HTS, covering welded tubes, pipes, and hollow
profiles, of stainless steel, and of circular cross section.

The column 1-general (most-favored-nation) rate of duty for the subject stainless steel pipe,
applicable to products of Malaysia, is 7.6 percent ad valorem for pipe having a wall thickness of less
than 1.65mm (HTS subheading 7306.40.10) and 5 percent ad valorem for pipe having a wall
thickness of 1.65mm or more (HTS subheading 7306.40.50).

U.S. PRODUCERS

There are 21 known producers of welded stainless steel pipe and tube in the United States.”
Seventeen firms, accounting for 95.4 percent of estimated 1992 total austenitic pipe and tube
production, and 93.8 percent of estimated 1992 total austenitic pipe production, responded to the
Commission questionnaire. Data coverage in this report includes all 17 firms unless otherwise noted.
Responding producers’ plant locations, product lines, production shares, and positions regarding the
petition are presented in table 1.

Of the 17 responding firms, 5 produce only pipe, 4 produce only tube, and 8 produce both
pipe and tube. The pipe and tube producers are capable of handling larger diameter pipe and tube
than the firms producing only tube; most of the pipe and tube producers are capable of producing
small diameter pipe and tube down to 1/2 inch; some tube producers only manufacture miniature

! Although plastics, such as reinforced fiberglass plastics, can be used for selected applications, they are not
generally interchangeable with stainless steel. Conference transcript, testimony of Joseph Avento, p. 42.
2 Of those 21 firms, ***,
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instrumentation tubing of 1/8 to 1/2 inch in diameter. The pipe and tube producers all have some
degree of overlap in the production machinery and personnel used to produce pipe and tube.
The 4 petitioners accounted for ***, Producers supporting the petition accounted for *** "
One producer, ***, imported pipe from Malaysia. Its 1992 imports from Malaysia totaled

L2 23

Table 1
Welded stainless steel pipe and pressure tube: Producers’ product lines, shares of reported 1992
production of pipe and tube, plant locations, and position on the petition, by firms

* * * x % * %*

U.S. IMPORTERS

There are 8 known importers of pipe from Malaysia. All 8 importers, accounting for 89.1
percent of 1992 imports from Malaysia as reported by Commerce, responded to the Commission
questionnaire with usable data.” Importer data presented in this report include all 8 responding firms
unless otherwise noted.

CHANNELS OF DISTRIBUTION

Information obtained in response to the Commission’s questionnaires on the channels of
distribution of pipe and tube in 1992 is presented in the following tabulation (in percent based on
quantity):

*x *= * % x® * *

The channels of distribution differ somewhat between pipe and pressure tube. U.S.
manufacturers and importers of Malaysian product sell the great majority of their pipe to distributors,
who then resell to end users in process industries. Due to the specialized nature of tubing products,
a majority of tubing is sold directly to end users.

Both pipe and pressure tube are used in initial construction or in the replacement of existing
facilities. Consequently, the market is characterized by end users that purchase small quantities of
pipe and/or tube for their purposes as needed. Distributors usually maintain inventories of the most
frequently used sizes and schedules (denoting wall thickness) of pipe, generally less than 6 inches in
diameter and schedule 40 and lower, and order from importers and domestic manufacturers those
sizes and schedules which are less common. Some distributors also inventory the more common
sizes of pressure tube, but in smaller quantities than pipe.

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

Section 771(7)(B) of the Act (19 U.S.C. § 1677(7)(B)) provides that in making its
determination in this investigation the Commission--

" Two producers, ***, opposed the petition.
" There may be unidentified importers of Malaysian pipe accounting for the remaining 10.9 percent of 1992
Malaysian imports reported in Commerce official statistics. *¥%,
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Shall consider (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 (II) 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; and

May consider such other economic factors as are relevant to the determination
regarding whether there is material injury by reason of imports.

Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C)) further provides that—

In evaluating the volume of imports of merchandise, the Commission shall consider
whether the volume of imports of the merchandise, or any increase in that volume,
either in absolute terms or relative to production or consumption in the United States
is significant.

In evaluating the effect of imports of such merchandise on prices, the Commission
shall consider whether (I) there has been significant price underselling by the
imported merchandise as compared with the price of like products of the United
States, and (II) the effect of imports of such merchandise otherwise depresses prices
to a significant degree or prevents price increases, which otherwise would have
occurred, to a significant degree.

In examining the impact required to be considered under subparagraph (B)(iii), the
Commission shall evaluate (within the context of the business cycle and conditions of
competition that are distinctive to the affected industry) all relevant economic factors
which have a bearing on the state of the industry in the United States, including, but
not limited to, (I) actual and potential decline in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (II) factors affecting
domestic prices, (II) actual and potential negative effects on cash flow, inventories,
employment, wages, growth, ability to raise capital, and investment, and (IV) 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.

Available information on the volume of imports (item (B)(I) above) is presented in the section
of this report entitled "U.S. Imports." Information on the other factors specified is presented in this
section, and (except as noted) is based on the questionnaire responses of 17 firms that accounted for
95.4 percent of U.S. production of autstenitic pipe and pressure tube during 1992.

U.S. Producers’ Capacity, Production,
and Capacity Utilization

Data for U.S. production, capacity, and capacity utilization for pipe and tube are summarized
in table 2. From 1990 to 1992, pipe and tube capacity, production, and capacity utilization grew
slightly. Between interim 1992 and interim 1993, capacity increased more than production, resulting
in a small decline in capacity utilization.
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Table 2

Welded stainless steel pipe and pressure tube: U.S. capacity, production, and capacity utilization, by
products, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—

Item 1990 1991 1992 1992 1993

Average-of-period capacity (fons)
Pipe ..................... 75,356 75,156 77,006 57,192 57,942
Pipe and pressuretube ... ....... 140,348 141,748 144,981 112,044 114,830

Production (tons)
Pipe ......... ... . ... .. ... 50,391 46,668 51,984 39,897 38,904
Pipe and pressuretube . ......... 87,033 86,735 89.317 67,606 68.596
Capacity utilization (percent)

Pipe ..................... 66.9 62.1 67.5 69.8 67.1
Pipe and pressuretube . ...... ... 62.0 61.2 61.6 60.3 59.7

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

Commission.

U.S. Producers’ Shipments

U.S. producers’ shipments of pipe and tube are presented in table 3. From 1990 to 1992,
U.S. shipments of pipe and tube increased in quantity by 1.1 percent and declined in average unit
value by 12.9 percent, resulting in a substantial decrease of 12.0 percent in the total value of U.S.
shipments. Between the interim periods, U.S. shipments rose slightly more in quantity than in value,

reflecting a slight decline in average unit value.
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Table 3

Welded stainless steel pipe and pressure tube: Shipments by U.S. producers, by products and by

types, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—-
Item 1990 1991 1992 1992 1993
Quantity (rons)
Pipe:
Company transfers . . . ......... o *xx wEE s wxx
Domestic shipments . ... ....... *Ex *rx s il *xx
Subtotal . ................ 49,767 45,123 50,040 38,225 39,025
Exports .................. 463 737 1,604 1,112 983
Total . .................. 50,230 45,860 51,644 39,337 40,008
Pipe and pressure tube:
Company transfers . . . ......... *EE *xE X wxE xR
Domestic shipments . . ......... il il HERX e *ax
Subtotal . ................ 85,992 82,648 86,934 65,661 66,952
Exports .................. 1,618 2,423 2,974 2,003 2,619
Total . .................. 87.610 85.071 89.908 67,664 69.571
Value (1,000 dollars)
Pipe:
Company transfers . . . .. ....... X rrx wEx o X
Domestic shipments . . ......... xx kil HERE s e
Subtotal . ................ 213,461 170,884 175,152 132,604 130,997
Exports . ................. 2,242 3,153 6,158 4,153 3,619
Total .. ................. 215,703 174,037 181,310 136,757 134,616
Pipe and pressure tube:
Company transfers . . . ... ...... o i wEE i o
Domestic shipments . . ......... *Ex *rx s kbl e
Subtotal . ................ 373,654 333,916 328,953 245,969 250,365
Exports .................. 8.000 11,651 12,552 8.316 11,678
Total .. ................. 381,654 345,567 341,505 254,285 262,043
Unit value (per ton)
Pipe:
Company transfers . . . ......... grx* grxx grxx grxx Frxx
Domestic shipments . .......... *rx *E¥ *Ex i ok
Average . ................ 4,289 3,787 3,560 3,469 3,357
Exports .................. 4,842 4,278 3.83% 3,735 3,682
Average . ... ............. 4,294 3,795 3,511 3,477 3,365
Pipe and pressure tube:
Company transfers . . . ......... *EE ok wxx rax wa
Domestic shipments . .......... hrk ki *xx *xx Hex
Average ................. 4,345 4,040 3,784 3,746 3,739
Exports .................. 4,944 4,809 4,220 4,152 4.459
Average ................. 4356 4.062 3,798 3,758 3,767

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

Commission.
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U.S. Producers’ Inventories

Data on U.S. producers’ end-of-period inventories of pipe and tube are presented in table 4.
Inventory levels were high and grew from 1990 to 1992. There was a substantial decline between
the interim periods, although ending inventories in September 1993 were higher than in December
1990.

Table 4

Welded stainless steel pipe and pressure tube: End-of-period inventories of U.S. producers, by
products, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Quantity (tons)
Pipe ...... ..., 7,750 8,591 8,931 9,346 7,791
Pipe and pressuretube . ......... 9,913 11,658 11,405 12,066 10,644

Ratio to production (percent)

Pipe ..................... 15.4 18.4 17.2 17.6 15.0

Pipe and pressure tube . ... ... ... 114 134 12.8 13.4 11.6
Ratio to U.S. shipments {percent)

Pipe ..................... 15.6 19.0 17.8 18.3 15.0

Pipe and pressuretube . ......... 11.5 14.1 13.1 13.8 11.9

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. Employment, Compensation, and Productivity

Data on employment, compensation, and productivity are shown in table 5. From 1990 to 1992,
the number of production workers, hours worked, total compensation paid, and unit labor costs
declined significantly, while hourly compensation rose slightly and productivity increased
dramatically. Between interim 1992 and interim 1993, the number of production workers declined,
while there were slight increases in unit labor costs, total hours worked, total compensation, and
hourly compensation.

II-12



Table 5

Average number of total employees and production and related workers in U.S. estabhshments

wherein welded stainless steel pipe and pressure tube are produced, hours worked,' total compensanon

paid to such employees, and hourly compensation, productivity, and unit production costs,” by

products, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Number of employees

Allproducts . . . ... ........... 2,674 2,513 2,351 2,339 2,402

Number of production and related

workers (PRWs)
Allproducts . . .. ............. 2,093 2,012 1,849 1,855 1,921
Pipe .. .... .. 0. 856 745 789 805 761
Pipe and pressure tube . ... ... ... 1,602 1,511 1,436 1,433 1,427
Hours worked by PRWs (I &K hours)

Allproducts . . ... ............ 4,095 3,920 3,422 2,645 2,706
Pipe ..................... 1,479 1,404 1,215 956 878
Pipe and pressuretube . ... ... ... 3,195 3,040 2,587 1,987 1,993

Total compensation paid to PRWs

(1.000 dollars)
Allproducts . . .. ............. 66,621 63,773 58,880 45,480 46,706
Pipe . ... ... .. . ... 26,134 23,297 21,089 15,732 15,800
Pipe and pressuretube . ......... 51.971 48,705 43,300 32,715 33,741
Hourly total compensation paid to PRWs

Allproducts . . .. ............. $16.27 $16.27 $17.09 $17.10 $17.02
Pipe ....... ... ... ... ... 17.67 16.59 16.96 16.19 17.27
Pipe and pressuretube ... ....... 16.27 16.02 16.58 16.34 16.61

Productivity (fons per 1,000 hours)
Pipe ........... ... ... ..... 33.7 33.0 40.1 39.6 41.1
Pipe and pressuretube . ......... 27.1 28.4 333 33.0 33.0

Unit labor costs (per ron)

Pipe ..................... $523.82 $503.52 $410.02 $398.56 $410.61
Pipe and pressure tube . ......... 600.59 564.14 487.79 486.97 49495

' Includes hours worked plus hours of paid leave time.

? On the basis of total compensation paid.

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

information.

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

Commission.
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Financial Experience of U.S. Producers

Thirteen producers," representing 90.8 percent of reported U.S. welded stainless steel pipe
and pressure tube production in 1992, submitted usable financial data on welded stainless steel pipe
and tube. )

Operations of Overall Establishments

Overall establishment income-and-loss data for the producers are shown in table 6. The
downward trend in overall establishment operating income and net income before income taxes
corresponds to similar trends for welded stainless steel pipe and welded stainless steel pipe and
pressure tube combined, although net income before taxes for pressure tube alone actually improved
during 1990-92. Establishment products produced other than welded stainless steel pipe and pressure
tube include seamless pipe and tube, nickel alloy pipe and tube, and mechanical tubing. As a share
of 1992 establishment net sales revenues, welded stainless steel pipe and pressure tube net sales were
76 percent.

Operations on Welded Stainless Steel Pipe

Income-and-loss data for the producers of welded stainless steel pipe are shown in table 7.
Although there was an improvement in 1992 quantities sold compared to the 1991 level, the
reporting companies in the aggregate experienced their worst operating results in 1992. The
deterioration of profit margins between 1990 and 1992 appears to be the consequence of average net
prices decreasing at a greater rate than costs. On an average per-ton basis, net sales declined from
$3,997 in 1990 to $3,344 in 1992, or by 16 percent during the period. Cost of goods sold on an
average per-unit basis also decreased, but at a lower rate, from $3,411 per ton in 1990 to $3,090 per
ton in 1992, or by 9 percent.'®

Raw material costs for purchased (except LTV and Allegheny, which manufacture their own)
cold-rolled stainless steel sheet, strip, and plate represent the major component of cost of goods sold
for the producers of welded stainless steel pipe. Costs of the basic purchased materials are evidently
decreasing as the suppliers are passing on savings from reduced mineral surcharges and increased
supply of domestic alloy scrap and ferrochromium refining capacity. Either by reduced prices or
increased manufacturing efficiencies, the producers have been able to steadily reduce their per-unit
raw material costs, as shown in the following tabulation of raw material, direct labor, and factory
overhead costs (per ton):

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Raw materials ............... $2,463 $2,333 $2,264 $2,281  $2,135
Directlabor . . ............... 355 371 348 360 364
Other factory costs . . . ... ...... 593 521 478 515 462
Total cost of goods sold . ... ... 3,411 3,225 3,090 3,155 2,960

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

" The companies are ***. *** companies have fiscal year ends of ***,
' Product mix changes may yield results different from those had the product mix been constant throughout
the period.
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Table 6

Income-and-loss experience of U.S. producers on the overall operations of their establishments wherein
welded stainless steel pipe and pressure tube are produced, fiscal years 1990-92, Jan.-Sept. 1992, and

Jan.-Sept. 1993

Jan.-Sept.--
Item 1990 1991 1992 _1992 1993
Value (1,000 dollars)

Netsales................... 455,384 406,724 400,352 307,776 303,933
Costofgoodssold . ............ 382,945 349,108 350,375 269.699 263,255
Grossprofit . . .. ............. 72,439 57,616 49,977 38,077 40,678
Selling, general, and

administrative expenses . ........ 40.526 37,931 36.573 25,755 25,561
Operatingincome . ............ 31,913 19,685 13,404 12,322 15,117
Interest expense . ............. 13,665 13,784 11,483 10,122 8,598
Other expense, net . . . .......... 1,136 337 526 352 665
Net income before income

TAXES . . . . e e 17,112 5,564 1,395 1,848 5,854
Depreciation and amortiza-

ton . ... ... 12,580 12,724 11,667 9.368 9311
Cashflow* ................. 29.692 18,288 13,062 11,216 15,165

Ratio to net sales (percent)

- Costofgoodssold . ............ 84.1 85.8 87.5 87.6 86.6
Grossprofit . ................ 15.9 14.2 12.5 12.4 13.4
Selling, general, and

administrative expenses . ... ... .. 8.9 93 9.1 8.4 8.4
Operating income . ............ 7.0 4.8 33 4.0 5.0
Net income before income

TAXES . . .t e e 3.8 1.4 0.3 0.6 1.9

Number of firms reporting
Operating losses . ............. 2 4 6 4 4
Netlosses .. ................ 3 6 6 7 7
Data ..................... 13 13 13 13 13

! The companies are ***

*** companies have fiscal year ends of ***,
? Cash flow is defined as net income or loss plus depreciation and amortization.

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

Commission.

II-15



Table 7

Income-and-loss experience of U.S. producers on their operations producing welded stainless steel pipe,
fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993'

Jan, -Sept.--
Item 1990 1991 1992 1992 1993
Quantity (fons)
Netsales................... 46.149 40,915 44,932 34.868 34,356
Value (1,000 dollars)

Netsales................... 184,467 147,634 150,297 120,248 111,558
Costof goodssold . . ........... 157.418 131,954 138,846 110,021 101,723
Grossprofit . . ... ............ 27,049 15,680 11,451 10,227 9,835
Selling, general, and

administrative expenses . . . ... ... 16,066 14,530 13,707 10,056 8.883
Operating income or (loss) . ....... 10,983 1,150 (2,256) 171 952
Interest expense . ............. 1,728 1,062 g22 709 787
Other income or (expense),

net . ........ ... 508 92 54 17 97)
Net income or (loss) before

incometaxes ............... 9,763 180 (3,124) (521) 68
Depreciation and amortiza-

tion . . ....... .. .. ... 3.019 3.051 3.204 2,385 2,625
Cashflow* ................. 12,782 3,231 80 1,864 2,693

Ratio to net sales (percent)

Costof goodssold . .. .......... 85.3 89.4 92.4 91.5 91.2
Grossprofit . . ............... 14.7 10.6 7.6 8.5 8.8
Selling, general, and

administrative expenses . . ....... 8.7 9.8 9.1 8.4 8.0
Operating income or (floss) . ....... 6.0 0.8 (1.5) 0.1 0.9
Net income or (loss) before

incometaxes ............... 53 0.1 2.1 0.4) 0.1

Value (per ton)*

Netsales................... $3,997 $3,608 $3,344 $3,448 $3,247
Costofgoodssold . . ........... 3,411 3,225 3.090 3,155 2,960
Grossprofit . ................ 586 383 254 293 286
Selling, general, and

administrative expenses . . . ... ... 348 355 305 288 258
Operating income or (loss) . ....... 238 28 (50) 4 27

Number of firms reporting

Operating losses .. ............ 2 4 6 5 5
Netlosses . ................. 2 4 5 5 6
Data . .................... 9 g 8 8 8

" The companies are ***_ *** companies have fiscal year ends of ***,
? Cash flow is defined as net income or loss plus depreciation and amortization.
* Because of rounding, figures may not add to totals shown.

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

Commission.
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Raw material, direct labor, and factory overhead costs as a percentage of cost of goods sold
are shown in the following tabulation:

Jan.-Sept.-—-
Item ) 1990 1991 1992 1992 1993
Raw materials .. ............. 72.2 72.3 73.3 72.3 72.1
Directlabor ... .............. 10.4 11.5 11.3 11.4 12.3
Other factory costs . ........... 17.4 16.2 15.5 16.3 15.6
Total cost of goods sold . ... ... 100.0 100.0 100.0 100.0 100.0

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

Net sales revenues, operating income (loss), and operating income (loss) margins for welded
stainless steel pipe, by firm, are presented in table 8. Four companies experienced lower net sales
revenues in 1992 than in 1991 and 1990, and four companies realized improved net sales revenues in
1992 compared to 1991."7 All nine reporting companies experienced lower net sales revenues in
1991 compared to 1990. All companies experienced lower operating income margins in 1992
compared to 1990. *** were the only companies to reverse the trend in 1992 with an improvement
in operating income/loss margins compared to 1991. Only *** were able to experience positive
operating margins in 1992.

Table 8
Income-and-loss experience of U.S. producers on their operations producing welded stainless steel
pipe, by firms, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

* * * *® *® * *

Operations on Welded Stainless Steel Pipe and Pressure Tube

Income-and-loss data for the producers’ operations on welded stainless steel pipe and pressure
tube are shown in table 9. In 1992, stainless steel pipe accounted for 49 percent of aggregate sales
but, because of higher costs and/or lower prices, only 31 percent of gross profits and all
operating/net losses (average operating income margins were (1.5) and 8.5 in 1992 for stainless steel
pipe and pressure tube, respectively). The differences are largely accounted for by the fact that the
four producers” of pressure tube only were much more profitable than the other producers
(weighted-average operating margins of 11.8 percent and 0.3 percent, respectively, in 1992).

Net sales values and profit margins for the combined operations decreased during 1990-92,
much the same as for the welded stainless steel pipe operations. Similar to those operations, the
deterioration of profit margins for the combined operations of welded stainless steel pipe and
pressure tube are due to average unit prices decreasing at a greater rate than decreasing average unit
costs. Although 1992 quantities sold improved from the 1991 level, the 1992 operating income was
at its lowest level during 1990-92, and was just 44 percent of the 1990 operating income, the most
profitable year during the period for which data were collected. The January-September 1993
experience indicated an improvement in profitability from the same period in 1992, largely as the
result of reduced costs, since revenues did not differ significantly between the two periods.

:: One producer, ***, reported sales of stainless steel pipe only in fiscal year 1990.
Fkaqk
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Table 9

Income-and-loss experience of U.S. producers on their operations producing welded stainless steel
pipe and pressure tube, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Quantity (tons)
Netsales................ 83,993 78.852 80,784 62.482 62,547
Value (1,000 dollars)

Netsales................ 348,872 313,733 305,734 233,406 232,893
Costof goodssold . . ........ 294,948 271,043 268,247 205,234 203,706
Grossprofit . . ............ 53,924 42,690 37,487 28,172 29,187
Selling, general, and

administrative expenses . . . . .. 28.898 27,974 26,514 18.604 19,124
Operating income . . ........ 25,026 14,716 10,973 9,568 10,063
Interest expense . .......... 12,081 12,040 9,865 8,922 7,706
Other expense, net . . . ....... 1,500 493 698 471 670
Net income before income

17:. - 11,445 2,183 410 175 1,687
Depreciation and amortiza-

tion . ................. 11,902 11,940 10,631 8.529 8,514
Cash flow” . ............. 23,347 14,123 11,041 8,704 10,201

Ratio to net sales (percent)

Costof goodssold . . . ....... 84.5 86.4 87.7 87.9 87.5
Grossprofit . .. ........... 15.5 13.6 12.3 12.1 12.5
Selling, general, and

administrative expenses . . .. .. 8.3 8.9 8.7 8.0 8.2
Operating income . ......... 7.2 4.7 3.6 4.1 4.3
Net income before income

taxes . .. ... ..ieee 3.3 0.7 0.1 0.1 0.7

Value (per ton)’

Netsales................ $4,153 $3,978 $3,784 $3,735 $3,723
Costof goodssold . . ........ 3,511 3,437 3,320 3,284 3.256
Grossprofit . .. ........... 642 541 464 450 466
Selling, general, and

administrative expenses . . . . . . 344 354 328 297 305
Operating income . ......... 298 186 135 153 160

Number of firms reporting

Operating losses . . ......... 1 4 6 5 5
Netlosses . .............. 3 6 6 7 7
Data .................. i3 13 13 13 13

' The companies are ***. *** companies have fiscal year ends of ***
? Cash flow is defined as net income or loss plus depreciation and amortization.
* Because of rounding, figures may not add to totals shown.

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

Commission.
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Net sales revenues, operating income, and operating income as a ratio to net sales revenues,
by firm, are presented in table 10. Except for ***, the producers exhibited net sales revenues in
1992 greater than the 1990 level, although *** experienced increases in net sales revenues in 1992
compared to 1991. Analogous to the trends in net sales revenues, operating incomes were lower in
1992 than in 1990 (with the exception of **¥*), but ***  As with welded stainless steel pipe, raw
material costs (Allegheny and LTV manufacture their own raw material) represent the major
component of cost of goods sold. Unit costs for raw materials, direct labor, and factory overhead
are shown in the following tabulation (per ton):

Jan.-Sept.—
Item 199 1991 1992 1992 1993
Raw materials . .............. $2,371 $2,329 $2,295 $2,246  $2,197
Directlabor . .. .............. 359 377 363 368 369
Other factory costs . . .......... 782 731 663 _671 690
Total cost of goods sold . . ... .. 3,511 3,437 3,320 3,284 3,256

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

The respective percentages for raw materials, direct labor, and factory overhead are shown in
the following tabulation:

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Raw materials .. ............. 67.5 67.8 69.1 68.4 67.5
Directlabor . ... ............. 10.2 11.0 10.9 11.2 11.3
Other factory costs . ........... 223 21.3 20.0 20.4 21.2
Total cost of goods sold . . ... .. 100.0 100.0 100.0 160.0 100.0

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

Table 10
Income-and-loss experience of U.S. producers on their operations producing welded stainless steel
pipe and pressure tube, by firms, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

* * x* * * * x®
Capital Expenditures

Capital expenditures provided by the producers” for welded stainless steel pipe and pressure
tube are shown in table 11. The expenditures are almost entirely for machinery and equipment.

Research and Development Expenses

*** research and development expenses for welded stainless steel pipe and pressure tube
operations, as presented in table 12.

19 sk
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Table 11

Capital expenditures by U.S. producers of welded stainless steel pipe and pressure tube, by products,

fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

{1,000 dollars)

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
All products:
Land and land improve-
ments . ................ 33 0 10 10 0
Building and leasehold
improvements . . ........... 573 273 337 237 322
Machinery, equipment, and
fixtures . ... ............ 6.915 7,445 11,944 9,427 5.203
Total ................. 7,521 7,718 12,291 9,674 5,525
Pipe:
Land and land improve-
ments . ................ 13 0 5 5 0
Building and leasehold
improvements . . ... ........ 85 28 19 3 27
Machinery, equipment, and
fixtures .. .............. 2,555 3.878 3,150 2,522 1,682
Total .. ... ... ... ........ 2,653 3,906 3,174 2,530 1,709
Pipe and pressure tube:
Land and land improve-
mentS . ................ 33 0 10 10 0
Building and leasehold
improvements . . ... ........ 448 78 285 194 237
Machinery, equipment, and
fixtures . ............... 5.417 6.702 11,597 9,018 4,582
Total ................. 5,898 6,780 11,892 9,222 4,819
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission.
Table 12

Research and development expenses of U.S. producers of welded stainless steel pipe and pressure tube,

by products, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Investment in Praductive Facilities

*x

*x

The investments in productive facilities for the producers are presented in table 13 for their
operations on welded stainless steel pipe and/or pressure tube.

Impact of Imports on Capital and Investment

The Commission requested the U.S. producers to describe any actual or potential negative effects
of imports of stainless steel pipe from Malaysia on their growth, development and production efforts,
investment, and ability to raise capital (including efforts to develop a derivative or improved version of

the product). Their comments are presented in appendix D.
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Table 13
Value of assets and return on assets of U.S. producers’ operations producing welded stainless steel pipe and
pressure tube, by products, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

As of the end of fiscal
: year-- As of —
Item 1990 1991 1992 1992 1993

Value (1,000 dollars)

All products:

Fixed assets:
Original cost . ............. 125,586 125,766 127,716 127,009 138,055
Bookwvalue ............... 76,808 74,008 71,234 72,398 77,148
Total assets® . . . .. ........... 190,862 182,008 181,608 162,813 164,002
Pipe:
Fixed assets:
Original cost . ............. 50,200 46,149 47.790 46,135 46,874
Bookvalue ............... 27,677 27,267 27,022 26,220 26,083
Total assets® . . .. ............ 66,668 57,927 58,545 32,607 25,350
Pipe and pressure tube:
Fixed assets:
Original cost .............. 106,343 103,522 104,439 100,262 115,897
Bookwvaiue ............... 68,051 65,322 62,190 60,969 69,723
Total assets® . . . ... .......... 184,669 175,908 175.020 150.927 156,267

Return on total assets (percent)

All products:

Operating return’ . . . .. ........ 14.3 9.9 7.3 ¢ Y]

Netreturn® .. ... ........... 6.8 2.9 1.4 y) ¢
Pipe:

Operating return’ . . . .. ........ 12.7 2.2 (1.9) y) ¢

Netreturn® . ............... 9.9 0.2 3.7 V) Y
Pressure tube:

Operating return’ . . . .. ........ 11.1 10.7 11.1 O O

Netreturn® . ............... 0.8 1.0 2.9 Y] ¢
Pipe and pressure tube:

Operating return® . . . . ....... .. 11.7 7.9 6.8 y) O

Netreturn® . ............... 4.1 0.7 0.7 Y] O

! *xx did not provide total assets. *** did not provide product fixed assets, although *** did provide
total establishment fixed assets. ***,

? Defined as book value of fixed assets plus current and noncurrent assets. Total establishment assets
were apportioned by firm to product groups on the basis of the ratios of the respective book values of
fixed assets. Nine firms provided total assets for the annual periods and eight firms provided total assets
for the interim periods.

* Defined as operating income or (loss) divided by segment total assets.

* Not applicable.

* Defined as net income or (loss) divided by segment total assets.

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

Sectiqn TTHTYF)() of the Act (19 U.S.C. § 1677(7)(F)(i)) provides that-—-

In determining whether an industry in the United States is threatened with material
injury by reason of imports (or sales for importation) of any merchandise, the
Commission shall consider, among other relevant economic factors™--

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

(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,

(IIT) 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,

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

(IX) in any investigation under this title which involves imports of
both a raw agricultural product (within the meaning of paragraph
(4)(E)(iv)) and any product processed from such raw agricultural

® 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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product, the likelihood that there will be increased imports, by reason
of product shifting, if there is an affirmative determination by the
Commission under section 705(b)(1) or 735(b)(1) with respect to
either the raw agricultural product or the processed agricultural
product (but not both), and

(X) the actual and potential 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.”

Items (I) and (IX) are not relevant to this investigation. Information on the volume, U.S.
market penetration, and pricing of imports of the subject merchandise (items (II) and (IV) above) is
presented in the section entitled "Consideration of the Causal Relationship between Imports of the
Subject Merchandise and Alleged Material Injury,” and information on the effects of imports of the
subject merchandise on U.S. producers’ existing development and production efforts (item (X)) is
presented in the section entitled "Consideration of Alleged Material Injury to an Industry in the
United States.” Available information on U.S. inventories of the subject products (item (V)); foreign
producers’ operations, including the potential for "product-shifting” (items (II), (VI), and (VIII)
above); any other threat indicators, if applicable (item (VII) above); and any dumping in
third-country markets, follows.

U.S. Importers’ Inventories
U.S. importers reported ***,

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

According to official government sources, there are two producers of welded stainless steel
pipe in Malaysia: Kanzen Tetsu Sdn. Bhd., a producer and exporter to the United States, and
Amalgamated Stainless Steel Mill Bhd., which exported very little of its production to the United
States and currently produces only about 60 tons per year. The general manager of Amalgamated
declined to provide company data, saying that the firm no longer exports to the United States.”
Counsel representing Kanzen Tetsu supplied data concerning its production, inventories, and
shipments, as shown in table 14.

Kanzen Tetsu’s capacity, production, shipments, exports to the United States, and inventories
**% from 1990 to 1992, and there was *** to produce the subject product. Exports to the United
States are ***.”

% 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.”

z Telegram from U.S. embassy in Kuala Lumpur (No. 9987), Dec. 22, 1993. The petition (exhibit 5, p. 1)
claims that Amalgamated produced an estimated 1,800 tons of welded stainless steel pipe and tube in 1992.

The petition did not indicate the amount of Amalgamated’s estimated production which is attributable to the

subjaect product. ¥kk,
ke
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Table 14
Welded stainless steel pipe: Kanzen Tetsu’s capacity, production, inventories, and shipments, 1990-
92, Jan.-Sept. 1992-93, and projected 1993-94

* x * * * ® *x

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

U.S. Imports

The Commission received import data in response to its questionnaire to U.S. importers, but
the resulting data coverage was incomplete, accounting for approximately 89 percent of estimated
total U.S. imports from Malaysia in 1992. Accordingly, the import data presented in table 15
consist of official U.S. import statistics of Commerce. However, even these data have some
limitations. For example, the official statistics encompass not only pipe, but also include unknown
quantities of tube. For the purposes of this investigation it is assumed that welded austenitic stainless
steel pipe accounts for 100 percent of U.S. imports under the HTS subheadings reserved for welded

Table 15
Welded stainless steel pipe: U.S. imports, by sources, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993
Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Quantity (tons)

Malaysia . . . ......... ... .... 0 150 3,553 2,197 2,397

Othersources . . .............. 22.045 24.382 14.332 10,165 11,998
Total . .................. 22,045 24.531 17.885 12,362 14,395

Value (1,000 dollars)'

Malaysia . . ................. 0 437 9,896 6,116 6,535
Othersources . ..........oo.... 76,708 77,512 54,251 35.649 41.428
Total . .. ... .. .. 76,708 77,949 64.147 41,765 47,963

Unit value (per fon)

Malaysia . .. ................ @ $2,915 $2,785 $2,784 $2,726
Other SOUFCES . . . v v v v v vt e i e $3.480 3.179 3,785 3,507 3.453
Average ... .............. 3,480 3,178 3,587 3,379 3,332

' Landed, duty-paid value.
? Not applicable.

Note.--Because of rounding, figures may not add to the totals shown; unit values are calculated from
unrounded figures.

Source: Compiled from official statistics of the U.S. Department of Commeice.
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stainless steel pipe and tube; although this may somewhat overstate the amount of imports of subject
pipe, it is believed that imports of other pipe and tube are quite small.” * Imports of pipe from
Malaysia began in late 1991 and increased dramatically in 1992. There was a slight increase in
imports from interim 1992 to interim 1993. Average unit values for imports from Malaysia declined
steadily and were consistently well below domestic producers’ average unit values during the period
for which data were collected.

Apparent Consumption and Market Penetration of LTFV Imports

Table 16 presents data on apparent U.S. consumption of pipe and tube, and imports of pipe
from Malaysia and all other countries as a share of apparent consumption. From 1990 to 1991,
consumption of pipe and tube decreased in quantity and value, although the decline in value was
greater, reflecting a decrease in average unit values during that period. From 1991 to 1992,
consumption again decreased in quantity, value, and average unit value. The quantity of imports of
subject pipe from Malaysia increased as a share of consumption of pipe and pressure tube from less
than 1 percent in 1991 to 3.4 percent in 1992. U.S. producers’ market share of pipe and pressure
tube experienced an early erosion from 1990 to 1991, but grew in 1992, for an overall increase of
over 3 percentage points during 1990-92. Between interim 1992 and interim 1993, consumption
increased in quantity and value. Imports from Malaysia maintained market share while U.S.
producers lost almost 2 percentage points of market share to imports from other countries.

Prices
Market Characteristics

The demand for welded austenitic stainless steel pipe depends on the level of industrial
activity in process industries (such as chemicals, pulp and paper, food and beverages, and
pharmaceuticals) that require the transfer of corrosive liquids, solids, and gases. End users’
purchases of pipe vary depending on the level of new and replacement construction at processing
facilities. The majority of domestic producers, importers, and distributors queried indicated reduced
or stable demand for pipe during the more recent part of the period for which data were collected in
this investigation.

Sales of welded austenitic stainless steel pipe are transacted on both an f.0.b. and delivered
basis, depending upon the supplier and the size of the order. Four of the 10 responding U.S.
producers sell pipe mainly on an f.o.b. mill basis, while the remaining 6 commonly sell both ways,
depending on the quantities involved.” Two of the eight responding importers sell on an f.0.b. U.S.
port or dock basis, while the remaining six sell on both an f.0.b. and delivered basis. Reported
transportation costs in the United States account for only a small percentage of the total delivered
cost of pipe, ranging from less than 1 percent to S percent for most importers and producers.

* The HTS subheadings in the petition, in the Commission’s notice of institution, and in Commerce’s notice
of initiation exclude certain welded stainless steel pipe and tube over 406.4 mm in outside diameter. Although
pipe having an outside diameter over 406.4 mm is included within the scope of this investigation, imports of
certain products over 406.4 mm are not included in the official statistics presented herein. However, imports
of ggoducts over 406.4 mm are believed to be very small.

sk

* For example, *** sells on an f.0.b. basis for quantities up to 5,000 Ibs and on a delivered basis for
quantities over 5,000 lbs. *** reported that all orders under 15,000 Ibs east of the Rockies are sold on an
f.0.b. basis, while all other sales are on a delivered basis.
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Table 16

Welded stainless steel pipe and pressure tube: U.S. shipments of domestic product, U.S. imports, and
apparent U.S. consumption, by products, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Quantity (tons)

Pipe: :
Producers’ U.S. shipments . ... ... 49,767 45,123 50,040 38,225 39,025
U.S. imports from--

Malaysia . . ............... 0 150 3,553 2,197 2,397
Othersources . . . ........... 22,045 24,382 14,332 10,165 11,998
Total .................. 22,045 24,531 17.885 12,362 14,395

Apparent consump-
tion . ................ 71,812 69,654 67,925 50,587 53,420

Pipe and pressure tube:

Producers’ U.S. shipments . ... ... 85,992 82,648 86,934 65,661 66,952
U.S. imports from--

Malaysia . . ............... 0 150 3,553 2,197 2,397

Other sources . . ............ 22,045 24,382 14,332 10,165 11,998

Total . ................. 22,045 24,531 17,885 12,362 14,395

Apparent consump-
tion . ................ 108.037 107.179 104,819 78,023 81,347
Value (1,000 dollars)
Pipe:
Producers” U.S. shipments . . ... .. 213,461 170,884 175,152 132,604 130,997
U.S. imports from--
Malaysia . . . ....... .. ... .. 0 437 9,896 6,116 6,535
Other sources . . .. .......... 76,708 77,512 54,251 35,649 41,428
Total . ................. 76.708 77.949 64.147 41,765 47,963
Apparent consump-
tion................. 290,169 248,833 239,299 174,369 178,960
Pipe and pressure tube:
Producers’ U.S. shipments . . ... .. 373,654 333,916 328,953 245,969 250,365
U.S. imports from--
Malaysia . . . .............. 0 437 9,896 6,116 6,535
Other sources . . ............ 76.708 77,512 54.251 35,649 41,428
Total . ................. 76,708 77.949 64.147 41,765 47.963
Apparent consump-
tion................. 450,362 411.865 393,100 287,734 298,328
Continued.
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Table 16--Continued

Welded stainless steel pipe and pressure tube: U.S. shipments of domestic product, U.S. imports, and
apparent U.S. consumption, by products, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Share of the quantity of U.S. consumption
(percent)
Pipe:
Producers’ U.S. shipments . ... ... 69.3 64.8 73.7 75.6 73.1
U.S. imports from--
Malaysia . . ............... 0 2 5.2 4.3 4.5
Othersources . . . ........... 30.7 35.0 21.1 20.1 22.5
Total .. ................ 30.7 35.2 26.3 24.4 26.9
Pipe and pressure tube:
Producers’ U.S. shipments . . . . ... 79.6 77.1 82.9 84.2 82.3
U.S. imports from--
Malaysia . . . .............. 0 1 3.4 2.8 2.9
Othersources . . ............ 20.4 22.7 13.7 13.0 14.7
Total . ................. 20.4 229 17.1 15.8 17.7
Share of the value of U.S. consumption
(percent)
Pipe:
Producers’ U.S. shipments . . ... .. 73.6 68.7 73.2 76.0 73.2
U.S. imports from--
Malaysia . . ............... 0 2 4.1 35 3.7
Othersources . . ............ 26.4 31.2 22.7 20.4 23.1
Total .................. 26.4 313 26.8 24.0 26.8
Pipe and pressure tube:
Producers’ U.S. shipments . . ... .. 83.0 81.1 83.7 85.5 83.9
U.S. imports from--
Malaysia . . . .............. 0 1 2.5 2.1 2.2
Other sources . . ............ 17.0 i8.8 13.8 12.4 13.9
Total . ................. 17.0 18.9 16.3 145 16.1

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

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

Commission and from official statistics of the U.S. Department of Commerce.

Use of price lists for pipe varies and, when used, lists typically function as a base from which
discounts are offered, depending upon the quantity purchased and current market conditions.” Six of

10 U.S. producers reported publishing price lists and that they typically discount from these lists.

One producer, ***  reported that average discounts have increased from *** percent in 1990 to ***
percent in 1993. No importers reported publishing price lists, although one indicated that it uses U.S.
industry price sheets as a basis for negotiating prices, provided the prices permit realization of profit

7 Payment terms typically require the total balance within 30 days and offer a 2-percent reduction for

prompt payment (10 days or less).
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goals. Other importers indicated basing quotes on the value of the transaction and competitive
circumstances. U.S. producers and purchasers were asked about standard minimum quantity
requirements on sales. Ten out of 12 purchasers indicated no minimum quantity requirement for
sales from domestic or international manufacturers. *** listed 20 tons (one truckload) as its
minimum quantity requirement and *** cited no minimum quantity requirement.

Most U.S. producers of pipe sell only on a spot basis, although two large producers (***)
sell approximately *** and *** percent on contract, respectively. Response time between order
and delivery to a customer ranges from 3-5 days to 4 weeks for shipments from inventory and from
2 to 12 weeks for shipments of orders that cannot be filled through existing inventory. Most
importers sell exclusively on a spot basis. Response time for pipe orders ranges from less than a
week for shipments from inventory to 1-5 months for deliveries from Malaysian producers.”

Product Comparisons

The majority of responding U.S. producers and all responding importers of the subject
product reported that U.S. and Malaysian pipe can be used interchangeably in virtually all
applications. When asked specifically about quality, 9 out of 10 responding producers and 7 out of 8
importers stated that quality differences between the U.S. product and imports were not a major
factor affecting domestic sales. ***, the *** reporting U.S. manufacturer of welded and seamless
pipe and tube products, indicated the finished condition of Malaysian pipe was unacceptable
compared to its domestically-produced full-drawn equivalent. ***, accounting for 4 percent of
reported 1992 imports and the only importer to purchase Malaysian pipe from ***, indicated that
differences in quality between the Malaysian and the U.S.-produced product were a significant factor
in sales. The firm stated that the quality of the Malaysian pipe is perceived as not altogether
uniform for certain critical usage applications.

Twelve purchasers of pipe and tube products responded to the Commission’s questionnaire
with usable information. Only one, ***® had first-hand experience with the Malaysian pipe® and
generally purchases from both U.S. and Malaysian sources. They reported that the quality of the
Malaysian pipe is equal to that produced in the United States. All responding purchasers indicated
that the three major factors influencing their purchasing decisions were price, quality, and
availability. Three, including ***,*' ranked price above quality and delivery, and the remaining nine
stipulated that the product, whether domestically- or internationally-produced, must be certified to
U.S. standards and specifications before lower-priced items would be considered. Other factors cited
as being important were shipping costs, reliability of the supplier, terms of sale, and the relationship
with the supplier. Most of the purchasing directors of the responding firms reported that quality and
speed of delivery were in some instances significant enough to override price differentials that they
considered minor. The majority of responding purchasers reported that shipping costs account for
less than 5 percent of the delivered price for most pipe products, and that they (the distributors) pay
shipping costs.

2 sk g large importer of pipe products, reported that in 1992 the Malaysian manufacturer lost sales to
othezg international producers because of late shipments of its product.
sk
* The Commission contacted all identified distributors of austenitic pipe, requesting each to provide views
on various aspects of the market, including prices, channels of distribution, transportation costs, and quality

congiderations in the purchaser questionnaire.
FAoR

I1-28



Price Data

The Commission requested U.S. producers and importers to report net f.0.b. selling prices
for sales of specified welded austenitic stainless steel pipe to unrelated U.S. distributors, as well as
the total quantity shipped and the total net f.0.b. value shipped in each quarter to all unrelated
distributors. Quantity and value data were requested for the largest single sale and for total sales of
the products specified, by quarters, from January 1990 through September 1993. Purchasers were
requested to provide data on their net f.0.b. purchase prices from U.S. producers and importers for
stainless steel pipe. The products for which pricing data were requested are as follows:

Product 1: ASTM-A-312, welded, grade AISI 304L pipe, 2-inch schedule 40
Product 2: ASTM-A-312, welded, grade AISI 304L pipe, 3/4-inch schedule 40
Product 3: ASTM-A-312, welded, grade AISI 316L pipe, 1/2-inch schedule 40

Seven domestic producers and four importers™ provided pricing data for sales of the three
requested products in the U.S. market, although not necessarily for all three products or for all
quarters over the period examined (January-March 1990 to July-September 1993). Prices of the
Malaysian product were reported beginning in October-December 1991 for product 1, July-September
1991 for product 2, and January-March 1992 for product 3.

Domestic selling prices

Domestic weighted-average prices for the specified welded austenitic stainless steel products
during the period studied initially trended downward. Data in tables 17 and 18 show that, in the
case of products 1 and 2, domestic prices decreased unevenly from *** and *** per hundred feet in
January-March 1990 to respective lows of *** and *** per hundred feet in April-June 1993, before
increasing to *** and *** per hundred feet in the third quarter of 1993. Domestic prices of product
3 reached a low of *** per hundred feet in April-June 1992, before recovering to a price of *** per
hundred feet in the third quarter of 1993 (table 19). Price data for the selected products are
displayed graphically in figures 1 and 2.

Malaysian selling prices

Four importers of Malaysian welded austenitic stainless steel pipe provided price data.
Because imports of Malaysian pipe began late in the period for which data were collected, it is
difficult to determine a Malaysian price trend, and few price comparisons were possible for periods
prior to 1992. The respective prices of products 1 and 2 fell unevenly over the intervals of the
period for which there are data. During October 1991 through June 1993 and January 1992 through
September 1993 products 1 and 2 were sold for between *** and *** per hundred feet and *** and
*** per hundred feet, respectively. The Malaysian product was lower-priced than the domestic
product by respective margins ranging from *** to *** percent and *** to *** percent. The one
price reported for product 2 from Malaysia in 1991 was *** percent below the domestic price. The
price of product 3 from Malaysia fluctuated to a maximum of *** in October-December 1992, before
decreasing to a price of *** per hundred feet in the third quarter of 1993. The Malaysian product
undersold the equivalent domestic product by margins ranging from *** to *** percent.

32 The seven U.S. manufacturers (***) accounted for *** of total reported 1992 shipments of pipe.
Responding importers of the Malaysian product (***) accounted for a collective share equivalent to *** of
reported imports in 1992.
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Table 17
Weighted-average net f.0.b. prices and quantities for sales of product 1 to distributors reported by
U.S. producers and importers, and margins of underselling, by quarters, Jan. 1990-Sept. 1993

* x® * * * * ®

Table 18
Weighted-average net f.0.b. prices and quantities for sales of product 2 to distributors reported by
U.S. producers and importers, and margins of underselling, by quarters, Jan. 1990-Sept. 1993

* x * * * = %*

Table 19
Weighted-average net f.0.b. prices and quantities for sales of product 3 to distributors reported by
U.S. producers and importers, and margins of underselling, by quarters, Jan. 1990-Sept. 1993

* * * * * ® *

Figure 1
Weighted-average net f.0.b. prices reported by U.S. producers and importers for sales of products 1
and 2 to distributors, by quarters, Jan. 1990-Sept. 1993

x * * * * * *

Figure 2
Weighted-average net f.0.b. prices reported by U.S. producers and importers for sales of product 3
to distributors, by quarters, Jan. 1990-Sept. 1993

%* * * % * * *

Purchaser Price Data

Purchase prices for the domestically-produced and imported welded austenitic pipe from
Malaysia were based on weighted-average net f.0.b. prices reported by distributors in questionnaire
responses. Five distributors purchasing domestic and/or Malaysian-produced pipe provided usable
price data for January 1991-September 1993, but data were sparse for products | and 2 and available
only for 1992-93 for product 3. Weighted-average f.0.b. purchase prices for products 1-3 are shown
in tables 20-22. Weighted-average purchase prices for U.S.-produced 2-inch schedule 40 pipe
reported by distributors fluctuated between *** and *** per hundred feet, but decreased 16 percent
over the period examined. Prices for 3/4-inch schedule 40 pipe and grade 316L, 1/2-inch pipe
fluctuated but decreased by 8.8 and 17.8 percent, respectively, during the interval studied.

Very little data were received from purchasers for products 1 and 2 from Malaysia. The
available prices show the Malaysian products to be lower in price than the domestic equivalents;
product 1 undersold the domestic material by 10.2 percent, and product 2 was approximately 9
percent lower in price than the domestic item. The price of product 3 from Malaysia declined
unevenly from April-June 1992 to April-June 1993, and was below that of the domestic material in
the five quarters for which data were available. The margin of underselling ranged from 25.6
percent in July-September 1992 to 15.9 percent in April-June 1993.
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Table 20
Weighted-average net f.0.b. prices and quantities for purchases of product 1 by distributors, and
margins of underselling, by quarters, Jan. 1991-Sept. 1993

%* * * * * x *

Table 21
Weighted-average net f.0.b. prices and quantities for purchases of product 2 by distributors, and
margins of underselling, by quarters, Jan. 1991-Sept. 1993

* * *x * * * *x

Table 22
Weighted-average net f.0.b. prices and quantities for purchases of product 3 by distributors, and
margins of underselling, by quarters, Jan. 1991-Sept. 1993

* * * * * * *

Exchange Rates

Quarterly data reported by the International Monetary Fund indicate that, during January-
March 1990 through July-September 1993, the nominal value of the Malaysian ringgit fluctuated
slightly, appreciating 5.9 percent overall relative to the U.S. dollar (table 23).® Adjusted for
movements in producer price indexes in the United States and Malaysia, the real value of the
Malaysian currency showed an overall appreciation of 13.8 percent for the period January-March
1990 through the fourth quarter of 1992, the most recent period for which official price data are
available. Malaysian exchange rate data is displayed graphically in figure 3.

Lost Sales and Lost Revenues

U.S. producers identified no specific instances of lost sales or revenues. Producers’
questionnaire responses indicate that pipe products are sold to distributors where the product often
loses its traceability, making it difficult to determine the source of imports responsible for possible
lost sales and/or revenues.

3 International Financial Statistics, Jan. 1994,
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Table 23
Exchange rates:' Indexes of nominal and real exchange rates of the Malaysian ringgit, and indexes
of producer prices in the United States and Malaysia,’ by quarters, Jan. 1990-Sept. 1993

U.S. Malaysian Nominal Real
producer producer exchange exchange

Period price index price index rate index rate index’
1990:

January-March . ... 100.0 100.0 100.0 100.0

April-June . . ... .. 99.8 100.4 99.8 100.4

July-September . ... 101.6 102.1 100.3 100.8

October-December . . 104.7 108.2 100.3 103.7
1991:

January-March . ... 1025 108.0 99.6 104.9

April-June . . .. ... 101.5 106.2 98.0 102.5

July-September . ... 101.4 106.2 97.6 102.2

October-December . . 101.5 106.9 98.7 103.9
1992:

January-March . ... 101.3 106.6 103.2 108.6

April-June . . ... .. 102.3 107.3 107.0 112.2

July-September . ... 102.8 108.6 108.3 114.5

October-December . .  102.9 109.5 107.0 113.8
1993:

January-March . ... 103.3 W) 103.7 : O

April-June . . .. ... 104.4 ¥ 105.3 )

July-September . ... 103.9 Y] 105.9 A

' Exchange rates expressed in U.S. dollars per Malaysian ringgit.

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

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

“ Not available.

Note.--January-March 1990 = 100.

Source: International Monetary Fund, International Financial Statistics, Jan. 1994.
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Figure 3
Indexes of nominal and real exchange rates of the Malaysian ringgit in U.S. dollars, by quarters, Jan.

1990-Sept. 1993
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Source: International Monetary Fund, International Financial Statistics, January 1994,

I1-33






APPENDIX A

FEDERAL REGISTER NOTICES

A-1






Federal Register:/ Vol. 58, No. 182 / Wednesday, September 22, 1893 / Notices 48317

Welded Stainless Stee! Pips From
iisisysis; institution of Finaf
Antidumping investigation

&ag=scy: Unitsd Ststes Intemstional
Tiade Commigsion,

ACTION: Institution and scheduling of a
finsl entidumping investigation.

si==225%: The Commission hereby gives
notics of ths institution of nsl
antidumping investigation No. 731-TA—
844 (Final) under section 735(b) of the
Tariff Act of 1830 (18 U.S.C. 1673d(b))
{ths Act) to determine whsther an
industry in the Unitsd States is
materislly infured, or is threstened with
masterisl injury, or the establishment of
&n industry in the Unitsd Statss is
tromMahy:Ay £ ld:f:l
pom of we
ni of circular cross
for in subhsadings
730640-10!!16730040500“1:0
Hearmonized Tariff Schedule of the
Uiiited States. Pursuant to & request.
from respondent, Kenzen Tetsu. the
Department of Commercs has extendsd




48318 Foderal Register: / Vol.-58,-No. 182./ Wednesday, September 22, 1993 / Notices

\i\l ———————
- the date for its final delerminstion in Limited Disclosure of Business - filing posthsaring briefs is Febriary 4, -
the entidumping investigstion of the gg.ig;l. 1004; witness must be filed
subject producis. Accosdingly; the Administrative Protective Order{APO)  no later than three (3) before the
Commission’s scheduls for its finai end BPI Service List - - hearing. In addition, any persan-who
si&&ﬁaaswwnuaa&., Pursuant to ssction 207.7(s) af the - wﬂ.ﬂa.ﬂa&.sﬁ.!le.n.i&
decision to extend its Commission’s rulss, the Secretary will %&.ﬂwgn

determinstion until janusty 21, 1884, tnsks BPT gathered in this finsl’
; E«%ﬁ.ﬁgwsﬁr&i pertinent to the subject of the

904, All written submissions must
cation, consuit the Commission . Ly
twen after ths of the Commission’s rules; an
Practice and rocedure, part ?v:..wu-h. ) ey e & the Fedaral Sabmiscians that contain BPI must also
bparts A through E(19 CFRPE!t  poyicer A separate service list willbe  conform with the requirements
and part 207, subperis A and maintained by ths Secrtary for thoss 201.8, 207.3, and 207.7 of the
CFR part 207). perties authorized to receive BFI under Commission’s rules.
EFFECTIVE DATE: September 1, 1083 the APO. san%.unﬂaom Egaadwr&mm? o
FOR FURTHER INFORMATION CONTACT: Staff Report by & perty to ths investigation must be
ympia DeRosa Hand (202-205-3182 The prehearing staff report in this sexved on all other parties to ths
ca of investigations, US. investigstion will be placed inths investigation (as identified by sither the
ternational Trade Commission, 500 E . nonpublic record on jammary 13, 1964 public or BPI servics list), and
trest SW., Washington, DT 28436, -.E-ﬁ—ﬁﬁ&ﬂi:—r.i certificats of service must be timely
esring-impaired persons can obtsin pursuant o § 207, the filed. The Secretary will not accs
information on this matter by contacting Commission’s rules. documsnt for filing without a certificats
Eﬁ..ﬁ-ﬂuﬂ-ﬂ-ggsl Heariog - of sarvice.
05-1810. Persons with mobility  Autherity: This investigation
impairments who will nesd special Egnoﬁg%% .%ggaaﬁo.wuﬂbn
assistance in gaining access to the conn ot 9:30 am. 0n of 1030 title VIL This nntice is published
Commission should contact the Office gc.m.r_.!.&_ﬂg-_ﬂ-u de E_B.QBQEE.
the Secretary at 202-205-2000 Commission Buildizg. Requasts By order of the Cammissica. -
SUPPLEMENTARY INFORMATION: appesr at the hearing beflledin - jppued: Septamber .
writing with the Secretary ¢o the 16,1083
Background Commission an ﬂ.fr““pg 2, Em P.ull__!
This investigation is being instituted ﬁ«upﬁn P e Commaission’s Y (PR Doc. 93-23228 Filed 9-21-03; 8:45 ami
as a result of an affirmative preliminary. 4o erations may request permission to  SRASG COUS 7ess-40-#
rmination by the Department of present s short statement st the heering. .
Commercs that imports of weldsd All parties and nonparties desiring
g o iy b e g i b e
than fair value within the meaning oo

of ;
section 733 of the Act (19 U.S.C. 1673b}. 24,1004, st the US.
The investigation was requested in.a - gﬁﬂg? :
petition filed on Februsry 16, 1983, by Eﬂggi%
A 5 37&3&3.’}

sid Pi
Bristol Matais_ Rristal, TN; Damascus hsaring are govesned by §5 201.80K2),
guun?g.uu?e&?
Tube Division, Crucible Materials Corp., Commission’s rules. Partiss are strongly

East Troy, WL and the United encoursged to submit eseerly inths
Steslworkars of America. i@&gﬂv"ml?si
Participation in the Investigation and  fastimony in tion.of their hesrisg
Public Servics List _

m. wishing to perticipats in ths w

ersons’ Each perty is encoursged to subsmit
investigation as parties must fileen ; Eﬂns.rogla.
entry of eppesrancs with ths Sscretary EE&EE&?
to the Commission, as provided in cas of § 207.22 of ths
§ 201.11 of the Commission’s rulss, not .ﬁlﬂt roies: the desdline for
ggg&u&ﬁnﬁ& Enunﬂrug»».aoﬂ.gs
publication of this notice in the Federal - also fils written testimany in conuecticr

Register. The Secrstary will preparea  ~ with their presentstion at ths heering, s
public service list containing the names. . provided in § 207.23(b) of the ,
and sddresses of sll pessons, o= their Commission’s rules, and posthsering
representatives, who are tothis  briefs, which must conform with the

5%3@8?%3&9- of§z0728cfthe
period for filing entriss of eppesrance.. &-ﬂd%?gb‘



Federal Register / Vol 59, No. 16 / Friday, January 28, 1894 / Notices

fa-ss7-887]

Final Determinstion of Sales st Less
Than Fair Value: Weiced Siainiess
Stes! Pioe From Sfsisyale

agesecy: Impost Adminlstestion,
Intsrmstions! Trads Administestion,
Department of Commercs. )
ESTECTees BATE: Jamusary 25, 1884,

FOR RIiSTiER B 0R=ATN COTACT:
Pamsls Ward o Shewn Thompssa,
Offics of Antidumping Investigstions,
Ismpost Administretion, IS, Dspariment
of Commercs, 14th Strest and
Constitution Avenus, NW., Washingiesa,
DC 20230; {252} 4821174 o=
{252} 482-3883, respeciively.

FRiAl BETERESNMATION: We determine that
welded stsinless stesl pipe fom
Malaysia is being, or is like} toho ssid
: inthoumudsmunlm

valus, as mmnsom.
Tarifl Act of 1838, as amendad (the Adl).

A-5

The estimated mergins are shown in the
“Suspsnsion of Liguidation™ section of
this notice.

Csss Histasy

Sincs the publication of our
effirmstive preliminsry detsrminstion
on Sspismbsr 7, 1983 {58 FR 47120}, the
following events have occurred.

Cn bsr 7, 1883, the sole

in this investigation, Kanzen
Tetsu Sdn. Bhd'f“é”’ estsd 2
of the

-determination. We granted this request,

énd on g, 1883, we

ths finsl dsterminstion until
not lster thin Jenusary 21, 1994 (S8 FR
4m9. September 20, 1883).

13, 1993, KT submitted
ampomotothol)eputmom'ceonof
production {COP) questionnaire. On
Septomber 27, 1883, weissusd &
supplsmental O0P qusstionnsiss to KT.
We recsived the to this
guestionnsire on October 25, 1893,

From November 8 through November
12, 1883, we conducisd our verificstion
in Malsysia of KT's responses to the
De ent’s esles guestionasires
Nevember §, 1883, pstiticners
submitted a letter l':%uming that the
Doputmont reiect KT s Goicber 25,
1883, OOF becswes KT failed
to repost produci-specific production
costs, as requested in the cost

onnaire.

Oz Nowsmbsr 10, 1883, KT
tioners’ November 8, 1883,

os. Alss on November i0we
informad KT that we hed determined
that the cnst of manuiacture {COM)
information contained in the Ociober
25, 1983, submission was ok
sdequstsly product-specificto mest the
Dspertment’s requirements, and that,
eccordingly, we would not verify that '
portion of the October 25, 1883,
submission.

From November 22 through
Novsmber 25, 1993, we conducted our
verificstion in Malaysis of KT &

tothe Dapnnment'n Ssptersbsr
13, 199;&!)? gusstionnsire X dent Bled
ticners an mpon ent
case brisfs on December 20, 1803, and
rebuttal briefs on December 28, 1983.

O December 23,1003, KT submitied

revised salss, OOP, constructed valus

is

correcting
verification. On Januery §, 1994,
pstitioners submitted a letter nquuting

thet the Depertment reject thie
gubmiscion becsues it contninad

‘gevisions tn KT s date which were

unsupported by the record of this
investigation. On Jenuary 7, 1994, KT
repisced its COP, CV, and concordancs
dstsbssss in ordsr to correct clerical

4023 .
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errors made in its Dscember 23, 1883,
submission. Ws reviswed this
submission end confirmed that it
contained no new information.

- Scope of Investigation

The product covered by this
investigstion is welded sustsnitic
stainless stesl pipe of circuler cross
section (WSSP). WSSP is produced
according to standards and .
specifications set forth by the American
Socisty for Testing and Masterisls
{ASTM). The designations for this
product include, but ere not limited to,
ASTM A-312, ASTM A-358  ASTM A~
408, and ASTM A-778. Welded pipes
are generally used as conduits to
transmit liquids or gasss. The maior
applications for WSSP are: Digester
lines; blow lines; pharmacsutical lines:
pstrochemics! lines; brswery procsss
and transport lines; geners! food
processing lines; sutometive lines; and
paper processing machines.
his product is classified under the
following Harmonized Tariff Schedule
of the United States (HTSUS]
subheadings: 7306.40.1000,
7308.40.5005, 7306.40.50185,
7308.40.5045, 7305.40.5088, end
7306.40.5075. These subheadings are
defined to encompass welded stainless
stesl tubs as well as WSSP; however,
the only product subject to this
investigation is WSSP. Although the
HTSUS subheadings are provided for
convenience and cusioms purposss, our
written description of the scops of this
investigation is dispositive.
Peried of Investigation .

The period of investigation {(POI) is
. September 1, 1992, through February
28, 1993. - .

Such or Similar Comparisons

We have determined that the product
" covered by this investigation comprises
a single category of “such or similar”
merchandiss, We made similer
merchandise comparisons on the besis
of: (1) ASTM or equivalent
specification, (2) grade of stesl, (3]
nominal sizs, {4} bot or cold faish, {5}
wall thickness schedule, and (8) end
finish, as described in Appendix V of
the questionnaire. We mede adjustments
for differences in the physical
characteristics of the merchandiss, in
accordancs with ssction 77382}{4}C) of
the Act.

Fair Valuc Comparisons

To determins whether sales of WSSP
from Malsysis io the United States wers
made st less than fair valus, we
compsred the United Ststes prics {USP]
to the foreign market value (FMV), as

specified in the “United States Price™
end “Foreign Market Valus™ ssctions of
this notics.
United States Price
We based USP on purchass prics, in
accordance with section 772{bj of the
Act, because the subject merchandise
was sold to unrelsted purchasers in the
United States prior to importation and
becausa exportsr's sales prics
methodology was not otherwise -
indicated. . :
Afer correciing the data used in our
calculstions for sreors and omissions
found at verification, we calculated
purchase price based on packed F.O.B.
prices to unrelated customers. In
accordance with section 772(d}{2)(A) of
the Act, we made deductions, where
sppropriate, for foreign inlend freight,
forsign brokerags handling, ccssn
freight, merine insurance, and
containerization expensss. Regarding
merine insurancs, KT paid en insurance
premium plus a commission to ane of
its marins insursnce suppliers At
verificstion, we found that KT hed
inconsistently reported its marine
insurance expsnss for this supplier {i.c..
KT included the commission inons
obssrvation yst excluded {t in sncther
observation). KT explained that this
commission wes an intracompany
servics fes which its t company
chargsd KT for heolding the group policy
with the insurance company. However,
KT could not substentiste st verificstio
that it had properiy excluded this
commission. As a result, we resorted to
the uss of best information available
(BLA), in eccordance with section 776(c)
of the Act. AsBlA, weheve madean
edverse sesumption and incressed the
smount reporied for merine insurancs to
scoount for this commission for afi
transections {except those we found at
verification to bs correct) by the emount
of the commission.
_Foreign Market Valuve
In order to determins whether thers
were sufficient saies of WSSP in the
homs markst i sstvs ss & visbls besis
for calculsting FMV, we compared the
volume of home market sales of WSSP
to the volums of third country ssfes of
the same produci, in ecoordsncs with
section 773({a}{1}{B) of the Act. KT had
@ visble homs market with respect to
sales of WSSP during the POL
As stated in our preliminary
determination, the t initisted
en investigation under ssction 773(b] of
the Act to determine whether KT made
home market sales ot lese then their

copP.
If gver 0 percent of respondent’s
sales of & given modsl wers st pricss

A-6

above the COP, we did not disregard
any bslow-cost sales becsuss ws
determined that the below-cost sales
were not made in substantisl quantities.
If between ten and 90 percent of the
sales of & given model were made at
prices below the COP, and such sales
were made over an extended period of
time, we discarded only the below-cost
sales. Where we found that more than
90 percent of respondent’s sales were at
prices below the COP, and such sales

.were over an extended period of time,’

we disregarded all sales of that modsl
and calculated FMV based on CV. No
evidence was presented to indicate that
bslow-COP prices would permit
recavery of ell costs within s reasonable
period of time in the normal course of
trade. . .

fn order to determine that below-cost
sales were made over an extended
period of time, we performed the
following anslysis on & modsl-spscific
basis: (1) If respondent soid s model in
only one month of the POl and there
wers sales in thst month bslow the COP.
or (2) if respondent sold a model during
two months or more of the POl and
there were sales balow the OOP during
two or more of those months, then
below-cost sales wers considersd to
have besn made over an extended
period of time.

in order io dstermine whether home
markst prices wers below the COP, we
calculsted the COP based on the sum of
the respondent’s cost of materials.
fabricstion, and genersl expsnses. We
corrected the reported COP and CV data
for ervors and omissions found st
verification. We relied on the submitted
COP and CV.data, except in the
following instances where the costs
were not appropriately quantified or
valued:

1. We increased KT s general and
sdministrative expensss (C&A) to (1)
sccount for G&A incurred by KT's
parent company becsuse KT was unable
to demonsirsts that it had included
these expenses in its roporisd G&A, (2}
sccount for the amortization of pre-

operating sxpsness which were not
included in the submission, end (3)
edjust for & clerical error found at

verification. (See, Comment § in the
“Interested Party Comments" section of
this notice.)

2. We incressed KT s cost of materials
to offsst the gain on forsign sxchangs
reporied by KT that was related to the
ecquisition of machinery used to
preducs nan-subject merchandise. (See.
Commeni 8.) .

in sccordencs with ssction »

773(e)1)(B)i) of the Act, we included i

CV the grester of respondent’s reported
general expensss, adjusted es detailed
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gbove, or the ststutory minimum of ten
percent of the COM. For profit, we used
the actual profit on home market sales
becauss this amount was grestsr than
the stsf mi.nin:um of olghtg:mm
of COM and gensrsi expsnsss. Sss,
section 773(e}{1)(B}{ii) of the Act.

In where we made price-to CV
com we madohdmmmaus-
of-ssle adjustments, whers sppropriats,
for henk cherpss and credit expsnses.

- Regarding credit expensss, KT
calculsted both home markst and U.S.
credit ness using its respsciive
gversgs chori-term interest rates in

Malaysien Ringitte during the POL We

recaicuisted home market credit

expenses using the consolidated short-
term interest raie of KT and {ts persnt
compeny, which was bsssd upon KT
and its parent company's borrowings
dencominated in Maslsysisn Ringitts. In
addition, KT failed to deduct discounts
from the grose unit prics in {ts home
market credit calculation. We made the
sppropriete deductions in our
recalculstion.

g U.S. cedit sxpensss, we
recalculated KT's U.S. interest rate
using the amounts of all U.S. dollar-

- denominsted lcans ststed in U.S.
dollars, (Sse, Comment 13.) We also
recalculated the peyment period for
ssch transaction ss the time bstween the
date of shipment from KT's factory and
the dste of payment by the U.S.
customer. (See, Comment 14.) We then
recalculated U.S. credit expenses using
the revisad interest rate and payment

In cases where we made prico-u{’ s

rice-comparisons, we comparsd .
falu to home merkst ssles meds at ths
same level of trads, where possibls, in
sccordsncs with 19 CFR 353.58 {1903).
In addition, we disregarded home
market sales of odd-length merchandise
becsuss we determined that these sales
were mads outside the ordinary course
of trade. We slso disrsgardsd certsin
ssles io end ussr cusiomsrs, bscsuss we
found st verificstion that the dates of
sale for thess transactions were outside
the POL

We adjusted the reported home

market data for errors and omissions
found at verification. We then
calculsted FRMV bassd on packed F.OE.
prices charged to unrelsted customers in
the boms merkst. We made deductions,
whers appropriate, for discounts and
sebstes. Ws slso mads deductions,
where appropriate, for inland freight.
We deducted home market pecking
costs and added U.S. packing costs, in
sccordancs with section 773{s}{i} of the

Act.
Pursusnt to 18 CFR 353.58(e}{1) and
18 CFR 352.58{e}{2) we made

circumstances-of-sale adjustments, where
appropriate, for differences in bank

and credit expanses, adjusted as
described sbovs.

Currency Conversios

Becauss certified exchange rates from
the Federal Reserve were not avaiisbis,
we made currency conversions bassd on
the official monthly exchengs rates in
sfiecionthedstesofths US. ssfesas
wu;i:.d by tlie international Monetary
F .

Verificstion

As provided in ssction 778(b) of the
Act, we verified informstion provided
the respondent by using standard
verificstion procedures, including the
examinstion of relevant sales and
finsncisl records, and sslection of
original source documentation
containing relsvant sales informstion.

Criticsl Circumstansss

Petitioners allege that “critical
circumstances” exist with respect to
imports of WSSP from Malsysia. Section
735(2){3) of the Act provides thet critical
circumstances exist if we detsrmine that
there is & reasonsble basis to believe or

that: )

x)(l) There is & history of dumping in
the United States or eisswhere of the
class or kind of merchandise which is
the m‘l;gt of the investigstion, or

person by whom, or for whose
scoount, the merchandise was imported
knew or should hsve known thst the
exporter was selling the merchandise
which is the subject of the investigation
&t less than its fair value, and
{2} Thers heve been mescive imporis

. of the claes or kind of merchandiss

which is the subjsct of the investigation
omﬁvol - ghart p:god. ing.

e of dum
petitioners have argued that IKQ
existence of U.S. antidumping orders on
WSSP from Taiwan and Korea is
sufficient for the Dspartment to find s
history of dumping in this case.
However, the Department’s practice in
this ares is to consider only those orders
oa subject merchandies from the
country under investigation as sufficient
evidencs of s history of dumping.
Conssquently, because thers have been
no antidumping orders on WSSP from
Melsyeis, we find no history of
dumping.

In determining whether any importer
had knowledgs of dumping, we
normalily consider margine of 25 psrcsnt
or more sufficient to impute know
of dumping under ssction 735(sl{1}{A}
of the Act whcnaug is m
purchess prics. uss
dumping margin for KT is less than 25
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" assert that the Departm

t, we do not imfuu imporisr
owledge of sales at less than fair
valus, under ssction 735(a)(3)(A)(ii) of
the Act Sincs the cxiteria necessary to
find the existencs of critical
circumstances under ssction
735{}{3}{A} are not pressnt. we donot
nead to dstermine whethsr imports of
subject merchandiss have been massive
over a relstively short period, in
accordance section 735(2){3)(B) of
Accordinely, we determins thst .
critical circumstances do not exist with

-mato imports of WSSP from
yeis,

intsrssied Pasty Commsnts

Comment 1: Petitioners argus that KT
was unsble to substantiate its cost data
st verification. As & result, pstitioners
contend thst thess dats ere unussble
and the Department is required to reject
KT s cost dats completsly and bsse the
final detsrminstion on BIA. Petitioners
maintsin thst, under the sistuts and the
Depariment’s reguistions, the

ent must uss BIA to ast
antidumping duty margins whenever a
respondent “refusss or is unsbls to
produce information requesied in a
timely manner and in the form required,
or otherwiss significantly impedes an
investigation® (see, section 776(b) of the
Act). Pstitioners further ssssri that the
De ent must also uss BIA ifitis
“unshie to verify the sccurscy of the
informstion submitied” by & respondent
(see, saction 776(c) of the Act).

ing to petitioners, the

problems that the Department
discovered during verification are
significant snd psrvasive. {Sss,
Comment 2 through Comment & for ths

specific issues raised by petitioners.)
Petitioners contend tlm.g;auu of the

serious nature of the deficienciesin .
KT's cost data, the Depariment cannot.
and should not, develop en alternative
besis for constructing KT's production
costs. Rather, petitioners argus that the
De ¢ should resort to total BIA.
in sslecting the BIA rsts, pstitioners
ent should use
the highest rate poseible, which is the
highest margin contained in the
P'l%'rim that the De; is
srgues that partment
suthorized to use BIA if e “refuses
or is unsble to produce information
requested in & timely manner and in the
form required,” or if s panty
*significantly impedes an
investigation ” KT ssesrte thet, in order
for thess conditions to be sstisfied, the
Dspsriment must hsve requested the
informsticn end the s t must
have sither failed to supply the
information or have been unable to

4025
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comply with the request. Furthermore, |
KT argues that, even where the
Department hes requested informetion,
it is not authorized to uss BIA unless it
has provided respondsat with a8 waming
and an opportunity to corrsct any
deficiencies. KT asserts that, sinces it {1}
pmﬁdo&at:lyﬁmm.;io? )in
requsst L] t, {2} in no
way impeded this investigation, snd (3}
did not have an opportunity o correct
?mivod deficiencies, there is no basis
or the Depariment to resort to any form
of BIA. - .

KT claims thst if the Department
determines that it is spproprisie to uss
BIA for purposes of the final
dsterminstion, it should uss e non-
punitive, partial BIA, to reallocate KT's
fabrication costs. {See, Comment 3,
helow.] According to KT, sincs KT hee
fuliy coopersted with the Depertment
throughout this investigation, there is
no resson fo;lt‘l::muumm to
complstsly KT s entire cost
submission.

DOC Position: We sgree with KT. The
De ent hes determined thst KT
reported the msjority of its productien
cost with no material problems. (See,
cost verificstion report, dated December
9, 1993.) Becauss we have determined
the KT's cost submission is relisble,
thers is no reason to complstsly
disregard KT s entirs cost submission.
(Se:;;lommenaﬁbolow fw; dilsit;t;ssion

ing g c issuss of va )
mgConut:zsemp?iKT contends thst tixyo
Department should scospt the matsrial
costs reporisd in its Ssptembsr 13, 1883,
response. KT arguss thst the Dspartment
verified that KT sccurstsly reportsd in
this responss lts ectusl preduction
quantities and actusi masterisl costs
incurred during the POL According to
KT, since the submitted product-
- specific material costs are the result of
sctusl material expensss divided by
sctusl production quentities, thers isno
basis for suspsciing thst the reportsd
per unit meterial coste are incorrect. KT
also maintains thst its calculstion of
stes] coil costs on e grade-by-grade besis
is np&roprlm because the cost of the
coil did not vary based on gauge.

Additionally, KT maintains that,
contrary to petitioners’ assertions,
product-specific material costs reported
in its September 13 submission ere
different from produdi-spscific msterial
costs reported in its October 25
submission for a legitimats reason-—
becsuss the methocologies ussd in sach
submission were different.

Finally, KT notes that although the
weighted-average material expenses
decreased slightly between the
September and October responses, the
percentags of the five most frequently

sold home-markst producis that were
eold st prices below the cost of
production remained exactly the same,
regardless of which responss’s matarial
costs sre ussd. Thus, KT maintsins thst
the differencs betwesa ths two
submissions in mstsrial expsness doss
not materially affect the margin
calculation. i

According to petitioners, since KT did
not submit actual costs on a produci-
specific basis, acosptancs of its cost dats
would be improper and inconsistent -
with the 's normal practics.
Thus, pstitionsrs contsad thet KT s cost
submission should bs rejected.

Moresver, pstitionsrs claim that the
caiculstion msthodslogies ussd io
prepare KT's September and October
responses wers fdentical.
According to petitionaers, for both the

embsr and Ocicher responsss, KT

culsted iis material costs by
multip the aversge per-kilogram
material cost by the nominal weight of
the pipe. Petitioners assert that the
somins! weights ussd for thess
calculations were identical becauss KT
stated that the nominal t of the
pipe was determined to
ASTM A-312 specificstions. Thus,
petitioners contend thst differences in
the materials costs could only arise if
KT ussd diffsrsnt sversgs psr kilogrem
meaterials costs for its Ssptember and
October responsss. Petitioners maintain
that these per kilogram materiais costs
ere diffsrent for no spparent resson end
ers therefore suspsct.

Pstitioners contend thst KT is
incorrect in its assertion that the
differencs in the maierial costs reporied
in the two cost responsss is immsterisl
io whether home markst sales were '
made at pricss below KT's cost of
produciion. According o pstitioners,
KT s analysis mistakenly assumes thst
the undersistement of its costs can be
correcisd by mersiy using thecosts in
KT s unverified October response.
Consequently, petitioners argus that the
Dspartnent should sejsct both of KT
cost responses and usé BIA to establish
KT's final dumping margin.

DOC Position: We agres with KT. The
De verified that KT sccurately

ed its sctual material expenses
incurred during the POL Although the
ent noted st verification thet KT
did not bresk out material costs hatwsen
fic dimensions of pips within s
particuler grade for the verified
submission, the record indicates that the
company incurred the same per
kilogram cost for differing gauges of coil
within a grads of stssl.

We thet s comperison of the

msthodologies used in Ssptember and

_Octohor responsss is irrelovant becauss
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we only verified the methodology used
in the Ssptember responss. Prior to
verification, we determined that the
cosis coniained in the Ociober
submission were not adequately

B!:duaapedﬁc to meet oth ; :
partment’s requirements: therefore,
we informed KT that we would not
verify the COM portion of that response.
Rather, the Department verified the
msterial costs used in the September
submission. ' :

Bscsuss ths methodologies used to
compile the dsta in the two submissions
were diffsrent, the costs reported in the
submissions aiso differed. Therefore, the
fact thst the Ssptember dsts differsd
from the October data does not provide
sufficient grounds to reject thess costs.
Because we verified the ressonableness
of the Ssptember coste, we have
scospted them for purposss of the finsl
determination.

Comment 5: Petitionsrs argus that the
Dspartment should rsjsct ths cost of
production data contained in KT's
original cost submission bscauss ths
Deparimeni was unable to verify the

fabrication coste. Specifically:

{1) The fabrication costs reparted by KT
in its Ssptembesr 13, 1803, submission
were allocsted to cost centers besed on
budgsted usags rates which could not b
reconciled t? l)('g__ nctun&zgl .
experience; (2 s msthedelogy ©
nllo:gnﬁ febricstion costs b.m°‘zen
ind snd ornamental pips yields s
result which is inconsistent with its

ed production process steps; and
(3) total manufacturing costs for
industris] pipe were allocsted to each
subjsct product bessd on ths wsight of
production rather then machins time.

Petitioners note that, to the extent the
Department resorted to weight-based
ellocations in a previous case involving
WSSP {sss, Finsl Dsterminstion of Sales
&t Lass than Fair Value: Certain Welded
Stsinless Steel Pipe from Taiwan {58 FR
53705, November 12, 1802} (WSSP from
Taiwen]), that cass repressnts en
shsrretion from the Department’s ususl
g:':‘ua snd is clesrly distinguishsble

the facis in the pressnt csss.
Pstitionsrs maintsin that in WSSP from
Taiwan the Deperiment scospted the
Teaiwaness respondsnt’s allocation
because it concluded that the aliocation
*did not materially affect the cost
calculation becauss labor and overhead
repressnted s small part of total cost of

uction.” In this case, bowsver,
petitioners contend that KT's submitted
dsts demonstrats that febrication costs
c=n herdly be coneidered immaterial in
reletion to the submitied total cost of
production. .

Thus, pstitionsrs contend that KT's
reliance on WSSP from Taiwan as &
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besis for claiming thst weight-based
allocations are sccsptable is misplaced.
Alternstively, petitioners asssrt thst the
Department acospts allocstion
methodologies based on weight only
whene ¢ effirmstively shows
that such allocations make senss in light
of the specific fabrication process for the
product under investigation and when
sllocations basad on mechine time
cannot be performed. Accordingto
petitioners, neither criterion has been
satisfied by KT, and thusthe
Department should reject KT's weight-
based sllocations in favorof BIA.
KT dissgrees, claiming thst the cost
verification report clearly indicates that
KT accurately reported all direct labor
and factory overhead incurred
during the POL Thus, KT contends thst
petitioners’ claim that the Department
was unable to verify KT's fabrication
costs should be dismissed out of hand.
KT states thst it sllocsted fabricstion
costs between industrial and ornamental
pipe production based on the sctusl
staffing for factory laborers, the actual
usage of production ;gulpmanx. the
company's actual production experiencs
and, for varisble overhsad expsnsss,
budgeted usage rates. According to KT,
the difference between fabrication
expenses per kilogram for industrisl and
omamental pips reflects the fact that KT
produces more industrial pipe than
omamcnuﬂl.gipe.
Additionally, KT claims that the
Dspartment should sccept its
submission methodology of allocating
fabrication costs on ths of weight
for three reasons. First, the methodology
conforms with the way in which KT

calculates the cost of goods sold in the

_normal coures of business, and there is
no evidence on the record that
allocating fsbrication expensss on the
basis of weight is in fact distortive.
Second, during the POI, KT did not
track the information nesdsd to sllocate
fsbrication costs on the basis of machine
time. Thisd, the Department hae
sccepted weight-based allocstions of
these costs in past cases involving
stainless stes] pipe. Accordingly, KT
arguss that the Department should
sccept its sllocation of fabrication
expensss for purposss of the final
determination.

DOC Position: At verificstion, we
determined that KT accurstely reported
its aggregats fabricstion costs during the
POL Therefore, we disagres with
petitioners that KT's fabrication costs
should be dismissed for purposss of the

in casss whers mschinery of
processes were dedicated to the
production of specific product types
- (e.g.. WSSP), KT assigned costs dirsctly

to thess products without allocation.
For example, KT assigned dsprecistion
expenses on machinery dedicated to the
production of WSSP directly to WSSP.
Only in casss where KT incurred
fabricstion costis common to the
production of both subject and non-
subject merchandiss did KT allocste
thess costs.

We recognizs that KT's basis for the
gllocstion of thess costs to ths subject

erchandise used b estimates

m udgsted
. which KT wes unsble to reconcile to its

sctusl production experience during the
POL However, we found at verification
that KT did not maintsin the level of
detailed records in its normal
sccounting system thst permitted such &
reconcilistion. Morsover, the
Dspartment determined that thess
estimstes are reasonsbls bassd on visual
ion of ths production procsss
and analysis of KT's documentation.
Contrary to pstitionsss’ asserticas,
du.riﬁ.du POl KT did ot maintain its
records at & sufficient level of dstail to
perform & more product
allocation (e.g.. records of machins time,
etc.). Accordingly, we find that KT's
ellocstion methodology is reesonsblis, in
light of the specific circumstancss of
this case. Thus, we have acospted the
use of KT's methodalogy in this cass for
purposes of the final determination.

Comment 4: Petitioners srgus thet KT
calculsted its production costs on the
basis of theoretical production weights
that overstate the weight of finished
production, thus astificially lowering its
submitied per unit production costs.
Therefore, petitioners contend that the
cost dsts in KT s Sspismber 13, 1883,
submission is unussble and should be
rejected by the Department.

KT contends thst the uss of
theorstica!l weights does not effect the
sccurscy of ite submitied production
costs. According to KT, since KT used
the same conversion facior for its
calculstion to convert (1) pips
production ststed in fest to production
stated in kilograms, and (2) production
cost per kilogrem to & production cost
per foot, the conversion factors are
vniformly over- or under-ststed by the
gsme smount.

DOC Position: We agree with KT. KT8
calculation of theoreticsl production
weights overstates the actual weight of
production during the POL However, s
informstion on the record indicates, this
sams theorstical production weight was
used to convert the production cosis .
from a per kilogram cost to a per foot
cost. Thus. the sffect of overstating the
weight of production is offsst by the uss
of the same formuls in converting the
per kilogram cost back to a per foot cost.
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. are pro

- Accordingly, no adjustment is desmed

necssssry.

Comment 5: KT contends that it
properly reported all expenses
essociated with management and
financisl services provided to KT by its
parent as part of its submitted G&A. KT
states thst fess for thess servicss are

direcily to KT and are reflecied
in the mansgement fes amount KT's
t company received from its

- peren
eubeidisries in FY 1883, According to

KT, becsuss all t fees that

ly allocsbls to KT ere siready
directly to the company, thers.
is no basis for charging any additional
amount to KT.

Petitioners contend that KT
undsrstated its submitisd G&A by not
including a portion of its parent
company's e incurred during
1882, Petitionsrs argus thet, sincs KT's

t is principslly an investment
olding compeny, all G&A incurred by
the parent directly relats to its
investment holdings. Pstitionsrs
maintain that KT s claim that all
ent fses and finencisl ssrvicss
provided by its parent company to KT
ere eccounted for in its submission is
unverified and unsupporisd. According
to pstitionsrs, the Depertment has no
wey of knowing if KT's mansgement
fses were comrecily calculated end
Additiensily, pstiticners claim
that the Ds ¢ should incresss
KT s submitted G&A by the omitted
emortizstion of pre-opsrating sxpsnsss
&s noted st verification.

DOC Position: We with
pstitioners. In cases where & parent
compeny is an investment holding -
compeny, it is the Department’s practice
to ;ln:.dtl.) a portion of G&A oxpenmm
in y the parent company o the
respondent under the theory thst the
mnt's G&A expensss are incurred on

if of the parent’s investment
holdings. {Ses, e.g., Final Determination
of Sales at Less Than Fair Valus:
Ferrosilicon from Venezusla (58 FR
27524, Msy 10, 1803).] Since there is no
verified information on the record to
support KT's claim thst all GRA
expensss incurred b; KT's parent for the
bensfit of KT wers dy charged to
XT and included in the submitted GEA
caloulstion we adjusted KT C2A t0

include a proportionsl amount of its
parent’s -X:lnhmtivo costs bessd on

KT's parent’s stock ownership of KT.
Additionally, we revissd KTs G&A

computstion to include the
omitied emontizstion of pre-opersting
expenses as recorded on the company’s
Sinsnciel stetements, ez well s to
correct for & clerical ervor found st
verificstion.
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Comment &: Pstitionere claim that the Commaent 8: Petitioners uguo thetthe packing

relied upon by the Department for its
finsl determination. s

KT srguss that profuciion yisids srs
imlov.::gx:l because the costs used for the
final determination are KTs actual
material sxpenses, not standard costs.
Thus, KT maintains that whether or aot
the production yield used under the
standard cost system is accurats is
irrelsvant to the Department’s analysis.

- DOC Position: The spparent -
unreslistic production yislds sppserto
be genersted from KT's of
theorstical production weights. Sincs
this same theoretical weight was used to
convert production cosis iom & unit of
weight basis to & unit of length besis, the
effect of the apparent yield
rats is ofisst. {Sss, Comment 4, sbove.}
Therefore, no adjustment was deemed
necssssry for the Basl determinstion.

Comment 7: Petitioners coniend that
the stainless steel coil costs KT used in
its originsi res were not consistent
with informstion on the ooil inveicss
obtained by the Department at
verificstion and, moreover, wers
inconsistent with the cofl costs reportsd
by KT in its sscond cost questionnsire
response. Petitioners that the
Department, therefore, should reject the
stainless steel cofl coets reported by KT.

KT argues thst petitioners’ claim that
KT reported inconsistent stainless steel
costs is incorrect. KT asserts that
petitioners are basing this claimon &
comparisca of non-com ls figures.
Spscifically, KT ststes that ths figurss
taken from Exhibit 18 of its original cost
response are net of all adjustments for
work in process, exchange gains, and
scrap expensa and revenus, whereas the
figures in the second responss inciude

disagree with
petitioners. The Depariment verified the
sccuracy of the coil oosts contsined only
in ths first submission {Ses, the “Cass
History™ secticn of this nctics for
further discussion.} Thus, any
differsnces between the first and second
responses are irrelevant. Morsover, it is
niot relevant thst the weightsd-sversgs
material costs reported in the first
submission differ from ssiscied invoices
incl;dad es exhibits to thﬁc cnl:; e
verificstion report. S cally,
weighted-avers png:im based on
the entire popuistion of inveices which
compriss KT's rew materiel requisition
values, while the invoices included as.
verification exhibiis are onliy s sslected
portion of them. To the extent that the
individusl valuss are nct identicsl, they
should differ from the sversge valus.

‘hoshe market

exhibits to ths cost verificstion report
demonstrate that an exchange rate gain
claimed by KT as an offsst to foreign
exchengs lossss doss not relate to the
merchandiss under investigstion and,
sccordingly, should not be included in
KT s submitted cost of manufacturing.
DOC Pasition: We sgres. Accordingly,

we have not allowed an offsst for this

_ gain for purposes of the final

determinstion.
Comment 9: Petitioners contend that
¢ cannot rely on KT s
sscond cost submission becsuss it
contains unverified dsts. Thus,
petitioners maintain that the
Depsrtment’s conclusion in the cost
verificstion report that material costs in
the first submission are lower than
meaterial cosis reposied in the second
cost submiesion doss net, aad should
not, lend any oecdibility tothedata in
the first submission. According to
petitioners, both submissions are flawed
end should be rejected in their entirety.
DOC Position: We sgres with
pstitioners thet the material cost date
contsined in KT s sscond submissien
mhs.:l:otvuig;d‘;.ndthwldwho
Telisd upon Deperiment.
Therefore, no conclusions were drewn
&8 & result of compsring material costs
contsined in both the Gref end sscond
submissions.
Comment 10: KT argues that the
t should acospk iis reporied
ue for work in process. KT asserts
thet, slthoush it opening end closing
work in procsss for the POl ars valued
&t stenderd cost, without eny
edjustment for the variencs during the
od, it is mathemstically impossible
this to result ip an understatsment
of KT s costs becsuss KT had & negative
varisnos for FY 1803.
DOC Position: We egres. Sincs KT bed
& negstive vesiancs during the relsvant
peviods, ths sffect of valuing work-in-
st sisndard cost would be to

procses
- overstate its costs. Therefore. no

adjustment is deemed .
Comment 12: KT en sversge
expenss for
—— m:du:!. each month of
expssess uring mon
the period. Petitioners contend that the
Department should use the monthly
packing labor expensss in calculsting
KT s bome maskst expensss
instead of the POl sverage. Petitioners
esssri thet the Department's
longstanding policy is to use data that
are as ssles-specific as possible.
According to pstitionsss, in this cass the
mest specific dats svailsbie are the

KT argues that using monthly packing
lshor costs would distort KT's perunit
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- spedific

expenses. KT maintains that it

is appropriats to spread packing labor
over the salss quantities
during the entire six-month POI because
of fluctustions in monthly ssles
volumes, KT asserts that this
methodology yieids a more
repressntative per unit expsnss for the
POI becauss pscking lsbor is & fixed
cost. '

DOC Position: We sgres with KT.

. Normally, the Department prefers

respondents o report trensaction-

p::du' the theory that
rices are set to cover
individusl {i.s., transsction-spscific}
costs. In this case, however, the costs
are not transaction-specific. Moreover,
bscsuss KT 's packing lsbor expsnsss are
fixed, they do not vary by sales volume.
Thersfore, fluctustions in the monthly
sales volumes create differences in the
monthly s expsnss amounts,
Becauss thess fluctuations in sales
expsnsss are not translsted into changes
in the per unit prices, they distort the
margin calculstion. We sgres with KT
that using the POl-average minimizess
the sffect of thess fluctustions.

Thersfors, ws find thst ths PO
everags is more repressntstive of KT's
per unit packing labor costs.
Accordingly, we have sccepted this
everags for purposss of ths final
determination. '

Comment 12: KT argues thet the
Dspertment should affirm it
preliminary determinstion that critical-
crcumsisnces donotexist withrs
to KT s exports of subject merchandise
to the United States. KT maintains that
there is no history of dumping of subjsct
merchendiss imported from Malaysia.
In addition, KT clsims that its exports
weoTs ot massive.

DOC Position: We egrss. Sss, the
Critical Circumstances ssction of this
nistics for further discussion,

Comment 13: Both KT and pstitioners
contend thst the Depariment should
calculste KT's short-term interest rate
on U.S. dollar-denominsted loans using
ths interest incurred and the
principal outstanding denominated in
U.S. dollars rather than U.S. dollar-
amounts converted to Malaysian
Ringitts. KT notes that calculsting the
interest rate in this way eliminstes from
the calculstion ths effect of exchange
rate fluctustions.

DOC Position: We agree. At
verificstion, we noted that KT had

individual

- calculated its U.S. interest rate by

converting U.S. dolisr-denominated
loans and interest payments to
Malsysian Ringitts Ws rscalculsted its
interest rate based on the original

of the loene and the intsrest
psyments (i.e., US. dollars] and used



Federal Register / Vol 59. No. 19 / Friday, January 28. 1994 / Notices

this revissd rais in our U.S. credit adjustments in cases where sales of non-
calculstiss hat identical merchandise are comparsd.
gnhugniuﬂi §§ui’.§.‘—e

be Department should caloulste KT respondant Becsuss the Deparunent bes
.bn&......n,&...s.e.&c& relied 0a KT's COP data. we have used
voics, rather than dats of shipment  ¢p g dets 10 make our difmer
from the faciory. Respoadeat sistes that 44 ements.
the invoice date is same as the bill of of S of
leding dste and is the dste on which the Coatinuatics of Suspensica

; uss . We are the Custams Servies
lading dete s the date on which the” e &% SUvcting e Cumoms
merchandiss lssves KT s posssssion, ths entries of WSSP that are i or
Deparniment would b ovemstating KT s withdrswn from wased for
credit expenses far e US emles il it on o sRer ber
used an esriisr dats. However. KT gn.»aou. .ro‘.s-tﬂ& :ﬂm.!.o!-a
contsnds that. should the Dspartmeat Mirmative pre 1.&:3_ inati
ind it nacessary to use shipment dates, . °\ e oy _E-F!u..:s
the Department should uss the Sesvice shall -blll-ﬂur gﬂuﬂ
ghipment detes in its (ctaber 283883, the &-ﬂﬁ 8.—.3.—.&.
submission. KT notes thst thess dats _}_ Hnl_:vogo_.
were verified by the Dopartment. the " .B_o_ﬁu to this
Petitionses srgus thet KT s proposed investigation excesds the USP as st
methodology of using bill of lading date below. This of
S. credit calculstion should nat oy o 000 F.i.!naﬂnﬁa:f__:ﬁkiu r noti

EmasdysDopammmmtintho fasl dumping
determinsiien Potitionses sccort thet 5%&; lows: margins
%ogao.atgg.ﬁo

partment’s longstending policy es

Ss fo==thes Falr Vales: Waldad aserempones s=g=g= | o=
mBE—.Rm.nl_ ﬁs!-rrul-.uo s= ===
FR 20 7.1883
Department use A= Omece 13 | na
g!rﬂ.:&vn-ﬂ.gon.hﬂﬂﬂ.

°DOC Position: W agres with e :

: We

petitionsrs. As ststed in our preliminary  En scoosdancs with esciiss 735(d)
determinstion. it is the Depariment’s . s AcL we have nolified the

ractice to calculste credit expenses International Trade Commissioa {TTC) of
using the period between shipment of  our determinstion. As our final
the merchandise from the fectory and ~ dstermination is affirmative. the ITC
peyment. (Ses. o.g.. Final Determination Wil determine whether these importa
Sales at Less Than Fair Valus:. &ss mat=sislly infurins ectheesten
errosilicon From Venezuela. 58 FR msterial infury to, the US. industry
522 (Me &o&.l._.pn.. Fae withis 45 daya.
Determinstion of Seles et Than

ws: Cartain Hot-Rolled Leed and Rstificetion to Intcvesticd Pastiss
Bismuth Carbhon Stesl Producis From This actice ales ssrves as the only
the United Kingdom, 58 FR 6207 reminder o parties subject to
{lenuery 27, 100311 Moseover, wengte  admisieentics protectics esdec (APO of
that using the date of shipment from the theis resnonsibiiity concerming the
factory does not overststs KT's US. rets or destrucsios of propristasy

credit expenss becsuss. contrery 0 KT 8 informsties disclosed under AFO in

e
generzily follows the dete of lavelcias  Falluce ¢o comnly fe o violation afthe
ey 8 This determinstion

flersnce in merchandise (difmer) pursusnt to seciien 733{d) of the Act
edjustmest ia soy instence where such .4 10 CFR 353 2004
en adjustrent would lower KT s FMV.
Petitionsrs bass their srgument on'tbe Deted: jenuary 21, 1904.
fact thst the difmer sdjustments are Jessph A. Spetrinl,
ESR.H-J-&BE Acting Asswient Secretery for lespost

" Respondest msintains that the PR Dsc. 84-1887 Filsd 1-27-84: e8]
.EEEE ssis=css=s=wms=s






APPENDIX B

LIST OF WITNESSES

B-1






CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States International Trade
Commission’s hearing:

Subject : WELDED STAINLESS STEEL PIPE FROM
MALAYSIA

Inv. No. : 731-TA-644 (Final)

Date and Time : January 27, 1994 - 9:30 a.m.

Sessions were held in connection with the investigation in the Main Hearing Room 101 of the
United States International Trade Commission, 500 E St., S.W., Washington, D.C.

Opening Remarks

Petitioner

Respondents

In support of Imposition of
Antidumping Duties:

Collier, Shannon, Rill & Scott
Washington, D.C.
On behalf of

Avesta Sheffeld Pipe

Bristol Metals, Inc.

Damascus Tubular Products

Trent Tube Division, Crucible Materials Corp.
United Steelworkers of America

Joseph Avento, President, Bristol Metals, Inc.
George Werner, President, Damascus-Bishop Tube Co.

Clarisse A. Morgan, Assistant Director, Georgetown
Economic Services

David A. Hartquist )
Jeffrey S. Beckington )--OF COUNSEL
Kathleen W, Cannon )



In Opposition to the Imposition of
Antidumping Duties:

Willkie Farr & Gallagher
Washington, D.C.
On behalf of

Kanzen Tetsu, Sdn. Bhd.
(Malaysian Producer)

Kenneth R. Button, Vice President,
Economic Consulting Services, Inc.

Walter J. Spak )
)--OF COUNSEL
Vincent Bowen )
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Table C-1
Welded stainless steel pipe: Summary data concerning the U.S. market, 1990-92, Jan.-Sept. 1992, and Jan.-Sept.
1993

(Quantity=tons, value=1,000 dollars, unit values, unit labor costs, and unit
COGS are per ton, period changes=percent, except where noted)

Reported data Period changes
Jan.-Sept.-- Jan.-Sept.
Item 193¢0 1991 1992 1992 1983 1990-92 1990-91 1991-92 1992-93
U.S. consumption quantity:
Amount..........iieiniiennn 71,812 69,654 67,925 50,587 53,420 -5.4 -3.0 -2.5 +5.6
Producers’ share 1/........ 69.3 64.8 73.7 75.6 73.1 +4.4 -4.5 +8.9 -2.5
Importers’ share: 1/
Malaysia.........o00vnnn. 0 0.2 5.2 4.3 4.5 +5.2 +0.2 +5.0 +0.1
Other sources............ 30.7 35.0 21.1 20.1 22.5 -9.6 +4.3 -13.9 +2. 4
Total..............u. 30.7 35.2 26.3 24. 4 26.9 -4.4 +4.5 -8.9 +2.5
U.S. consumption value:
AMOUNT. . ...t enerrennnnnnnn 290,169 248,833 239,299 174,369 178,960 -17.5 -14.2 -3.8 +2.6
Producers’ share 1/........ 73.6 68.7 73.2 76.0 73.2 -0.4 -4.9 +4.5 -2.8
Importers’ share: 1/
Malaysia................. 4] 0.2 4.1 3.5 3.7 +4.1 +0.2 +4.0 +0.1
Other sources............ 26.4 31.2 22.7 20.4 23.1 -3.8 +4.7 -8.5 4+2.7
Total............. ... 26.4 31.3 26.8 24.0 26.8 +0.4 +4.9 -4.5 +2.8
U.S. importers’ imports from--
Malaysia:
Imports quantity......... 0 150 3,553 2,197 2,397 2/ 2/ 3/ +9.1
Imports value............ 0 437 9,896 6,116 6,535 2/ 2/ 3/ +6.9
Unit value............... 2/ $2,915 $2,785 $2,784  §$2,726 2/ 2/ -4.5 -2.1
Ending inventory qty..... 0 4] 360 329 412 2/ 4] 2/ +25.2
Other sources:
Imports quantity......... 22,045 24,382 14,332 10,165 11,998 -35.0 +10.6 -41.2 +18.0
Imports value............ 76,708 77,512 54,251 35,649 41,428 -29.3 +1.0 -30.0 +16.2
Unit value............... 83,480 83,179  $3,785 $3,507 83,453 +8.8 -8.6 +16.1 -1.5
Ending inventory qty..... 2,781 2,501 1,506 1,534 1,121 -45.8 -10.1 -39.8 -26.9
All sources:
Imports quantity......... 22,045 24,531 17,885 12,362 14,395 -18.9 +11.3 -27.1 +16.4
Imports value............ 76,708 77,949 64,147 41,765 47,963 -16.4 +1.6 -17.7 +14.8
Unit value............... $3,480 $3,178 $3,587 $3,379 $3,332 +3.1 -8.7 +12.9 -1.4
U.S. producers’--
Average capacity quantity.. 75,356 75,156 77,006 57,192 57,942 +2.2 -0.3 +2.5 +1.3
Production quantity........ 50,391 46,668 51,984 39,897 38,904 +3.2 -7.4 +11.4 -2.5
Capacity utilization 1/.... 66.9 62.1 67.5 69.8 67.1 +0.6 -4.8 +5.4 -2.6
U.S. shipments:
QUAntitY. .o eeeeeeenenn.. 49,767 45,123 50,040 38,225 39,025 40.5 -9.3 +10.9 +2.1
Value........ooviiinennns 213,461 170,884 175,152 132,604 130,997 -17.9 -19.9 +2.5 -1.2
Unit value............... $4,289 $3,787 $3,500 $3,469 $3,357 ~18.4 -11.7 -7.6 -3.2
Export shipments:
QUANEitY..ovvvirinnnn... 463 737 1,606 1,112 983  +246.4 4+59.2  +117.6 -11.6
Exports/shipments 1/..... 0.9 1.6 3.1 2.8 2.5 +2.2 +0.7 +1.5 -0.4
Value........oooviiueennnn. 2,242 3,153 6,158 4,153 3,619 +174.7 +40.6 +95.3 -12.9
Unit value............... $4,842  $4,278  $3,839  $3,735  $3,682 -20.7 -11.7 -10.3 -1.4
Ending inventory quantity.. 7,750 8,591 8,931 9,346 7,791 +15.2 +10.9 +4.0 -16.6
Inventory/US shipments 1/.. 15.6 19.0 17.8 18.3 15.0 +2.3 +3.5 -1.2 -3.4
Production workers......... 856 745 789 805 761 -7.8 -13.0 +5.9 -5.5
Hours worked (1,000s)...... 1,479 1,404 1,219 956 878 -17.6 -5.1 -13.2 -8.2
Total comp. ($1,000)....... 26,134 23,297 21,089 15,732 15,800 -19.3 -10.9 -9.5 +0.4
Hourly total compensation.. §17.67 816.59 $16.96 $16.1¢9 $17.27 -4.0 -6.1 +2.2 +6.7
Productivity (tons/1,000
hours)..........covvvvnn 33.7 33.0 40.1 39.6 41.1 +18.9 -2.3 +21.7 +3.7
Unit labor costs........... $523.82 $503.52 $410.02 §398.56 $410.61 -21.7 -3.9 -18.6 +3.0
Continued.



Table C-1i--Continued
Welded stainless steel pipe: Summary data concerning the U.S. market, 1990-92, Jan.-Sept. 1992, and Jan.-Sept.
1993

{Quantity=tons, value=1,000 dollars, unit values, unit labor costs, and unit
COGS are per ton, period changes=percent, except where noted)

Reported data Period changes
) Jan.-Sept.-- Jan.-Sept.
Item 193¢ 1991 1892 1982 1983 1990-92 1950-91 1991-92 1992-93
U.S. producers’--
Net sales--
Quantity........cccnveun. 46,149 40,915 44,932 34,868 34,356 -2.6 -11.3 +9.8 -1.5
Value. . ... ..ioiiiiiinnnnn 184,467 147,634 150,297 120,248 111,558 -18.5 -20.0 +1.8 -7.2
Cost of goods sold (COGS).. 157,418 131,954 138,846 110,021 101,723 -11.8 -16.2 +5.2 -7.5
Gross profit (loss)........ 27,048 15,680 11,451 10,227 9,835 -57.7 -42.0 -27.0 -3.8
SGSA expenses.............. 16,066 14,530 13,707 10,056 8,883 -14.7 -9.6 -5.7 -11.7
Operating income (loss).... 10,983 1,150 (2,256) 171 952 -120.5 -89.5 -296.2 +456.7
Capital expenditures....... 2,653 3,906 3,174 2,530 1,709 +18.6 +47.2 -18.7 -32.5
Unit COGS.................. $3,411 $3,225 $3,090 $3,155 §2,961 -9.4 -5.5 -4.2 -6.2
COGS/sales 1/.............. 85.3 89.4 92.4 91.5 91.2 +7.0 +4.0 +3.0 -0.3
Op.income (loss)/sales 1/.. 6.0 0.8 (1.5) 0.1 0.9 -7.5 -5.2 -2.3 +0.7

1/ “Reported data are in percent and "“period changes" are in percentage points.
2/ Not applicable.
3/ An increase of 1,000 percent or more.

Note.--Period changes are derived from the unrounded data. Because of rounding, figures may not add to the
totals shown. Unit values and other 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
and from official statistics of the U.S. Department of Commerce.



Table C-2
Welded stainless steel pipe and pressure tube: Summary data concerning the U.S. market, 1990-92, Jan.-Sept.
1992, and Jan.-Sept. 1993

(Quantity=tons, value=1,000 dollars, unit values, unit labor costs, and unit
COGS sre per ton, period changes=percent, except where noted)

Reported data Period changes
Jan.-Sept.-- Jan.-Sept.
Item 1990 1991 1992 1992 1993 1990-92 1930-%1 19%1-92 1992-93
U.S. consumption guantity:
Amount.............cciiinann 108,037 107,179 104,819 78,023 81,347 -3.0 -0.8 -2.2 +4.3
Producers’ share 1f........ 79.6 77.1 82.9 84.2 82.3 +3.3 -2.5 +5.8 -1.9
Importers’ share: 1/
Malaysia............ccou0 1] 0.1 3.4 2.8 2.9 +3.4 +0.1 +3.2 +0.1
Other sources............ 20.4 22.7 13.7 13.0 14.7 -6.7 +2.3 -9.1 +1.7
Total......ovvvevnnnnnn 20.4 22.9 17.1 15.8 17.7 -3.3 +2.5 -5.8 +1.9
U.S. consumption value:
AMOUNT. . ..oviivinerneinnnas 450,362 411,865 393,100 287,734 298,328 -12.7 -8.5 -4.6 +3.7
Producers’ share 1f........ 83.0 81.1 83.7 85.5 83.9 +0.7 -1.9 +2.6 -1.6
Importers’ share: 1f
Malaysia........cccoonnn 0 0.1 2.5 2.1 2.2 +2.5 +0.1 +2.4 +0.1
Other sources............ i7.0 18.8 13.8 12.4 13.8 -3.2 +1.8 -5.0 +1.5
Total......oovvvvinnnnn 17.0 18.9 16.3 14.5 16.1 -0.7 +1.9 -2.6 +1.6
U.S. importers’ imports from--
Malaysia:
Imports quantity......... 0 150 3,553 2,197 2,397 2/ 2/ 3/ +9.1
Imports value............ 4] 437 9,896 6,116 6,535 2/ 2/ 3/ +6.9
Unit value............... 2/ $2,915 $2,785 $2,784 $2,726 2/ 2/ -4.5 -2.1
Ending inventory qty..... 0 0 360 329 412 2/ 0 2/ +25.2
Other sources:
Imports quantity......... 22,045 24,382 14,332 10,165 11,998 -35.0 +10.6 -41.2 +18.0
Imports value............ 76,708 77,512 54,251 35,649 41,428 -28.3 +1.0 -30.0 +16.2
Unit value............... §$3,480 $3,179 $3,785 $3,507 $3,453 +8.8 -8.6 +19.1 -1.5
Ending inventory qty..... 2,781 2,503 1,506 1,534 1,121 -45.8 -10.0 -39.8 -26.%
All sources:
Imports quantity......... 22,045 24,531 17,885 12,362 14,385 -18.¢ +11.3 -27.1 +16.4
Imports value............ 76,708 77,949 64,147 41,765 47,963 -16.4 +1.6 -17.7 +14.8
Unit value............... $3,480 $3,178  $3,587 $3,379  $3,332 +3.1 -8.7 +12.9 -1.4
U.S. producers’--
Average capacity quantity.. 140,348 141,748 144,981 112,044 114,830 +3.3 +1.0 +2.3 +2.5
Production quantity........ 87,033 86,735 89,317 67,606 68,596 +2.6 -0.3 +3.0 +1.5
Capacity utilization 1/.... 62.0 61.2 61.6 60.3 59.7 -0.4 -0.8 +0.4 -0.6
U.S. shipments:
Quantity.......ocv0nnnnnn 85,992 82,648 86,934 65,661 66,952 +1.1 -3.9 +5.2 +2.0
Value. .. ... .o 373,654 333,916 328,953 245,969 250,365 -12.0 -10.6 -1.5 +1.8
Unit value............... $4,345 84,040 $3,784 $3,746 $3,739 -12.9 -7.0 -6.3 -0.2
Export shipments:
Quantity........co00vennn 1,618 2,423 2,974 2,003 2,619 +83.8 +49.8 +22.7 +30.8
Exports/shipments 1/..... 1.8 2.8 3.3 3.0 3.8 +1.5 +1.0 +0.5 +0.8
Value.........ooiiiiinnn. 8,000 11,651 12,552 8,316 11,678 +56.9 +45.6 +7.7 +40.4
Unit value............... $4,944 $4,809  $4,220 $4,152  $4,45% -14.6 -2.7 -12.2 +7.4
Ending inventory quantity.. 9,913 11,658 11,405 12,066 10,644 4+15.1 +17.6 -2.2 -11.8
Inventory/US shipments 1/.. 11.5 14.1 13.1 13.8 11.9 +1.6 +2.6 -1.0 -1.9
Production workers......... 1,602 1,511 1,436 1,433 1,427 -10.4% -5.7 -5.0 -0.4
Hours worked (1,000s)...... 3,195 3,040 2,587 1,987 1,993 -1%.0 -4.9 -14.9 +0.3
Total comp. ($1,000)....... 51,971 48,705 43,300 32,715 33,741 -16.7 -6.3 -11.1 +3.1
Hourly total compensation.. §16.27 $16.02 $16.58 $16.34 $16.61 +1.9 -1.5 +3.5 +1.7
Productivity (tons/1,000
hours)................... 27.1 28.4 33.3 33.0 33.0 +23.0 +4.9 +17.3 4/
Unit labor costs........... $600.59 §564.14 $487.79 $486.97 $494.95 -1ig8.8 -6.1 -13.5 +1.6
Continued.



Table C-2--Continued
Welded stainless steel pipe and pressure tube: Summary data concerning the U.S. market, 19%90-92, Jan.-Sept.
1992, and Jan.-Sept. 1993

(Quantity=tons, value=1,000 dollars, unit values, unit labor costs, and unit
COGS are per ton, period changes=percent, except where noted)

Reported data Period changes
Jan.-Sept.-- Jan.-Sept.
Item 1890 1991 1992 1992 1993 1990-92 1990-91 1991-92 1992-93
U.S. producers’--
Net sales--
Quantity........cooinneen 83,993 78,852 80,784 62,482 62,547 -3.8 -6.1 +2.5 +0.1
Value.........ooiiinnon.. 348,872 313,733 305,734 233,406 232,893 -12.4 -10.1 -2.5 -0.2
Cost of goods sold (COGS).. 294,948 271,043 268,247 205,234 203,706 -%.1 -8.1 -1.0 -0.7
Gross profit (less)........ 53,924 42,690 37,487 28,172 29,187 -30.5 -20.8 -12.2 +3.6
SGSA expenses.............. 28,898 27,974 26,514 18,604 19,124 -8.2 -3.2 -5.2 +2.8
Operating income (loss).... 25,026 14,716 10,973 9,568 10,063 -56.2 -41.2 -25.4 +5.2
Capital expenditures....... 5,8%8 6,780 11,892 9,222 4,819 +101.6 +15.0 4+75.4 -47.7
Unit COGS......covivnnnnn. $3,512  $3,437  $3,321 $3,285 §3,257 -5.4 -2.1 -3.4 -0.8
COGS/sales 1/.............. 84.5 86.4 87.7 87.9 87.5 +3.2 +1.8 +1.3 -0.5
Op.income (loss)/sales 1/.. 7.2 4.7 3.6 4.1 4.3 -3.¢6 -2.5 -1.1 +0.2
1/ "Reported data' are in percent and "period changes" are in percentage points.
2/ Not applicable.
3/ An increase of 1,000 percent or more.
4/ A decrease of less than 0.05 percent.

Note.--Period changes are derived from the unrounded data. Because of rounding, figures may not add to the
totals shown. Unit values and other 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
and from official statistics of the U.S. Department of Commerce.
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APPENDIX D

COMMENTS RECEIVED FROM PRODUCERS ON THE IMPACT OF IMPORTS
OF WELDED STAINLESS STEEL PIPE FROM MALAYSIA ON THEIR
GROWTH, INVESTMENT, ABILITY TO RAISE CAPITAL, AND
DEVELOPMENT AND PRODUCTION EFFORTS
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ACTUAL NEGATIVE EFFECTS

%* * * * * ® *

ANTICIPATED NEGATIVE EFFECTS

* x x * x % *

INFLUENCE OF IMPORTS ON CAPITAL INVESTMENT

* * * * * *® x









