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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 701-TA-363 and 364 (Preliminary) and
Investigations Nos. 731-TA-711-717 (Preliminary)

OIL COUNTRY TUBULAR GOODS FROM ARGENTINA, AUSTRIA,
ITALY, JAPAN, KOREA, MEXICO, AND SPAIN

Determinations

On the basis of the record' developed in the subject investigations, the Commission
determines, pursuant to sections 703(a) and 733(a) of the Tariff Act of 1930 (19 U.S.C. § 1671b(a)
and 1673b(a)), that there is a reasonable indication that an industrx in the United States is materially
injured by reason of imports of oil country tubular goods (OCTG) from Austria and Italy that are
alleged to be subsidized, and from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain that
are alleged to be sold in the United States at less than fair value (LTFV). The subject merchandise
is provided for in subheadings 7304.20, 7305.20, and 7306.20 of the Harmonized Tariff Schedule of
the United States. '

Background

On June 30, 1994, petitions were filed with the Commission and the Department of -
Commerce by Bellville, Bellville, TX; IPSCO, Camanche, IA; Koppel, Beaver Falls, PA; Maverick,
Chesterfield, MO; North Star, Youngstown, OH; U.S. Steel, Pittsburgh, PA; and USS/KOBE,
Lorain, OH,’ alleging that an industry in the United States is materially injured or threatened with
material injury by reason of subsidized imports of OCTG from Austria and Italy and by reason of
LTFV imports of OCTG from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain.
Accordingly, effective June 30, 1994, the Commission instituted countervailing duty investigations
Nos. 701-TA-363 and 364 (Preliminary) and antidumping investigations Nos. 731-TA-711-717
(Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference to be
held in connection therewith was given by posting copies of the notice in the Office of the Secretary,
U.S. International Trade Commission, Washington, DC, and by publishing the notice in the Federal
Register of July 7, 1994 (59 F.R. 34864). The conference was held in Washington, DC, on July 22,
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(f)).

* The imported merchandise covered by Commerce’s antidumping investigations is hollow steel
_ products of circular cross-section, including oil well casing, tubing, and drill pipe of iron (other than
cast iron) or steel (both carbon and alloy), whether seamless or welded, whether or not conforming
to API or non-API specifications, whether finished or unfinished (including green tubes and limited
service OCTG products). These petitions do not cover casing, tubing, or drill pipe containing 10.5
percent or more by weight of chromium.

* Lone Star, Dallas, TX, and Newport, Newport, KY, joined as petitioners in these investigations
subsequent to the filing of the petitions.
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VIEWS OF THE COMMISSION

Based on the record in these preliminary investigations, we unanimously determine
that there is a reasonable indication that an industry in the United States is materially injured
by reason of imports of oil country tubular goods from Argentina, Austria, Italy, Japan,
Korea, Mexico, and Spain that are allegedly sold in the United States at less than fair value
(LTFV), and by reason of imports of oil country tubular goods from Austria and Italy that
are allegedly subsidized.'

L THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard in preliminary antidumping and countervailing duty investigations
requires the Commission to determine, based upon the best information available at the time
of the preliminary determination, whether there is a reasonable indication that a domestic
industry is materially injured or threatened with material injury by reason of the allegedly
subsidized and LTFV imports.” In applying this standard, the Commission weighs the
evidence before it and determines whether "(1) the record as a whole contains clear and
convincing evidence that there is no material injury or threat of material injury; and (2) no
likelihood exists that any contrary evidence will arise in a final investigation."

1I. LIKE PRODUCT
A. In_General

In determining whether there is a reasonable indication that an industry in the United
States is materially injured 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 absence of like, most similar in characteristics
and uses with, the article subject to an investigation."

The Commission’s decision regarding the appropriate like product(s) in an
investigation is essentially a factual determination, and the Commission applies the statutory
standard of "like" or "most similar in characteristics and uses" on a case-by-case basis. No

' Whether there is a reasonable indication that the establishment of an industry in the United States
is materially retarded is not an issue in these investigations.

? 19 U.S.C. §§ 1671b(a), 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994
(Fed. Cir. 1986); Calabrian Corp. v. United States Int’l Trade Comm’n, 794 F. Supp. 377, 381 (Ct.
Int’l Trade 1992).

* American Lamb Co. v. United States, 785 F.2d at 1001; see also Torrington Co. v. United
States, 790 F. Supp. 1161, 1165 (Ct. Int’l Trade 1992), aff’d without opinion, 794 F. Supp. 377, 381
(Ct. Int’l Trade 1992).

‘19 U.S.C. § 1677(4)(A).

* 19 U.S.C. § 1677(10).

¢ See Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d,
938 F.2d 1278 (Fed. Cir. 1991) ("[E]very like product determination must be made on the particular

record at issue’ and the 'unique facts of each case.’"). In analyzing like product issues, the
(continued...)
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single factor is dispositive, and the Commission may consider other factors it deems relevant
based upon the facts of a particular investigation. Generally, the Commission requires "clear
dividing lines among possible like products” and disregards minor variations.’

B. The Like Product

The Department of Commerce ("Commerce") defines the imported products subject
to these investigations in the following manner:

[oil country tubular goods] are hollow steel products of
circular cross-section, including oil well casing, tubing, and
drill pipe, of iron (other than cast iron) or steel (both carbon
and alloy), whether seamless or welded, whether or not
conforming to American Petroleum Institute ("API") or non-
API specifications, whether finished or unfinished (including
green tubes and limited service OCTG products). These
petitions do not cover casing, tubin§, or drill pipe containing
10.5 percent or more of chromium.

Oil country tubular goods (OCTG) are used in drilling oil and gas wells and for
transporting oil and gas to the surface.” OCTG are generally produced to the American
Petroleum Institute’s (API) standards and specifications.'® There are some instances in which
OCTG do not carry an API rating and/or in which OCTG are produced to proprietary or
other non-API specifications." The different specifications establish the strength of the
products and testing conditions."

Petitioners argue that there should be one like product consisting of all OCTG.
Respondents raise several like product arguments. The Japanese respondents and the
Mexican respondent (Tubos de Acero de Mexico, S.A. "TAMSA") argue that casing, tubing
and drill pipe should be three separate like products.” TAMSA argues that casing should be

¢ (...continued)
Commission generally considers six factors, including: (1) physical characteristics and uses; (2)
interchangeability; (3) channels of distribution; (4) customer and producer perceptions; (5) common
manufacturing facilities and production employees; and (6) where appropriate, price. Calabrian Corp.
v. United States Int’] Trade Comm’n, 794 F. Supp. at 382 n.4. Alternatively, when appropriate, the
Commission may engage in a finished/semi-finished product analysis to determine whether products at
different stages of production are like products, as discussed further below.

7 Torrington Co. v. United States, 747 F. Supp. at 748-49.

Initiation of Antidumping Duty Investigations: Oil Country Tubular Goods From Argentina,
Austria, Italy, Japan, Korea, Mexico, and Spain, 59 Fed. Reg. 37962 (July 26, 1994). There was no
U.S. production of OCTG containing 10.5 percent or more by weight of chromium during the period
of investigation. Public Report ("PR") at II-5; Confidential Report ("CR") at I-6 n.5.

’ PR at II-5; CR at I-6.

' PR at II-7; CR at I-9.

" PR at 1I-7; CR at I-10.

2 PR at II-7-8; CR at I-10-11.

" Postconference Brief on Behalf of Japanese Respondents: Sumitomo Metals Industries, Ltd.;
Kawasaki Steel Corporation; NKK Corporation; and Nippon Steel Corporation (hereinafter "Japanese
Respondents’ Postconference Brief) at 15-27; Postconference Brief on Behalf of Tubos de Acero de
Mexico, S.A. (hereinafter "Postconference Brief of TAMSA") at 12-19.
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broken out further into large diameter (greater than 10% inches) and smaller diameter (10%
inches or less) casing products.” The Japanese respondents argue that unfinished ("green")
drill pipe should not be included in the drill pipe category," however, TAMSA and the
Argentine respondents argue that unfinished and finished OCTG are one like product.'® One
party, the Mexican respondent Hylsa, S.A. de C.V. ("Hylsa"), argues in favor of separate
like products for seamless and welded OCTG."” Finally, the Austrian respondents argue that
the likelproduct should include all OCTG plus line pipe which is threaded for use as

OCTG.

In the previous investigations involving OCTG, the Commission found that the like
product consisted of two like products: (1) all OCTG, whether finished or unfinished,
welded or seamless, carbon or alloy; and (2) drill pipe.” The Argentine respondents were
the only parties to argue that the Commission should stand bg its previous finding that there
are two like products consisting of all OCTG and drill pipe.” For purposes of these
preliminary investigations, we find that there is one like product consisting of casing, tubing
and drill pipe, whether welded or seamless, and whether finished or unfinished.

1. Whether casing, tubing and drill pipe should
constitute separate like products

Despite differences among casing, tubing, and drill pipe, it is difficult to conclude
that the dividing lines between these products are clear. The record in these investigations
indicates that casing, tubing and drill pipe have overlapping physical characteristics, are at
least somewhat interchangeable, are sold in the same channels of distribution, and are

' Postconference Brief of TAMSA at 12, 15-17.
'S Japanese Respondents’ Postconference Brief at 17.

¢ Postconference Brief of TAMSA at 17; Postconference Brief on Behalf of Siderca, S.A.1.C. and
Siderca Corporation (hereinafter "Argentine Respondents’ Postconference Brief™) at 4.

7 Postconference Brief of Hylsa, S.A. de C.V. (hereinafter "Postconference Brief of Hylsa") at 2-
11. i

"* Postconference Brief of Voest-Alpine Stahlrohr Kindberg GmbH and Voest-Alpine Tubular
Corp. (hereinafter "Austrian Respondents’ Postconference Brief") at 5-8.

" See Oil Country Tubular Goods from Brazil, Korea, and Spain, Invs. Nos. 701-TA-215-217

(Final), USITC Pub. 1633 (Jan. 1985); Oil Country Tubular Goods from Austria, Romania, and
Venezuela, Invs. Nos. 701-TA-240-241 and 731-TA-249-251 (Preliminary), USITC Pub. 1985 (Apr.

1985); Oil Country Tubular Goods from Argentina and Spain, Invs. Nos. 731-TA-191 and 195 (Final),
USITC Pub. 1985 (May 1985); Oil Country Tubular Goods from Argentina, Canada, and Taiwan,
Invs. Nos. 701-TA-255-256 and 731-TA-275-277 (Preliminary), USITC Pub. 1746 (Sept. 1985); Qil
Country Tubular Goods from Israel, Invs. Nos. 701-TA-271 and 731-TA-318 (Preliminary), USITC
Pub. 1840 (Apr. 1986); Oil Country Tubular Goods from Canada and Taiwan, Invs. Nos. 701-TA-
255 and 731-TA-276-277 (Final), USITC Pub. 1865 (June 1986); Oil Country Tubular Goods from
Israel, Invs. Nos. 701-TA-271 and 731-TA-318 (Final), USITC Pub. 1952 (Feb. 1987).

® The Commission’s reasoning for this distinction was that drill pipe was found to be thicker than
casing and tubing, to be made only from seamless pipe, and that the record showed fhat casing and
tubing could be substituted for each other but not for drill pipe. See, e.g., Oil Country Tubular Goods
from Brazil, Korea, and Spain, Invs. Nos. 701-TA-215-217 (Final), USITC Pub. 1633 (Jan. 1985) at
5-6. In contrast, the record in these investigations reveals evidence that casing and tubing can be
substituted for drill pipe in certain circumstances. Furthermore, the physical distinctions relied upon in
previous OCTG investigations, that drill pipe is thicker than casing and tubing, have also been disputed
in these investigations. PR at II-5; CR at I-8 n.10.
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produced by many producers using the same manufacturing facilities and production
employees.

While there are certain notable differences between drill pipe on the one hand, and
casing and tubing on the other, there are also overlapping characteristics. First, there are a
number of API wall and diameter specifications that are similar for casing, tubing and drill
pipe. It also appears that the pipe bodies of all three types of OCTG are very similar, with
the main distinction being the end finishes; drill pipe is unique in that it is fitted with a tool
joint.* Although drill pipe is always seamless, we note that there is evidence that there are
API specifications which require certain casing products to be seamless as well.? Also, as
noted above, there is evidence that in certain instances, casing and tubing can be substituted
for drill pipe, although once a drill pipe is fitted with a tool joint, it cannot be substituted for
casing and tubing.” In addition, the record indicates that all types of OCTG are sold through
the same channels of distribution,” and approximately one-third of domestic producers
manufacture casing, tubing, and drill pipe using common production facilities and
employees.” ,

For the foregoing reasons we find that the record in these preliminary investigations
does not establish clear dividing lines between casing, tubing and drill pipe.” We intend to
explore more fully in any final investigations whether drill pipe should be a separate like
product.

2 PR at II-5 and II-10; CR at I-8 nn. 9 and 10 and I-16.
Z PR at II-8-9; CR at I-13-14; Petitioners’ Postconference Brief at A-4 n.6 and A-7 n.18.

® PR at II-5 and II-7; CR at I-8-9 and n.10. Indeed, petitioners argue that the interchangeability
of casing and tubing for drill pipe is substantial. Petitioners’ Postconference Brief at A-4 and n.7.
This is an issue that we intend to explore fully in any final investigations. Specifically, we will seek
information as to which casing, tubing and drill pipe products are used interchangeably and the
percentage of instances in which such interchangeability actually occurs.

* PR at II-19; CR at I-30. We also will explore further respondents’ claims that most distributors
of drill pipe deal exclusively in drill pipe or only handle minor quantities of casing and tubing. See
Postconference Brief of TAMSA at 18; Argentine Respondents’ Postconference Brief at 3.

® PR at II-7, II-11, and II-16; CR at I-9 n.12, I-17 n.34, and I-27.

% As noted, supra, TAMSA argued that the Commission should find that casing be further
subdivided into larger diameter and smaller diameter casing products. Postconference Brief of
TAMSA at 12, 15-17. Because we find that casing is not a separate like product, we also do not find
that casing of differing diameters are separate like products. The record indicates that there is a
continuum of casing sizes with no clear dividing lines between them. In each well, a string of
concentric layers of casing are used with the largest sizes at the top of the well and the smaller sizes at
the bottom. PR at II-5; CR at I-6.

7 In addition to seeking more information regarding the interchangeability and channels of
distribution of drill pipe as compared with casing and tubing, we also intend to request specific
information regarding the range of sizes, specifications and testing procedures of drill pipe as
compared with casing and tubing, the differences in end finishing operations of casing, tubing and drill
pipe, customers’ perceptions of the products, and price differentials between drill pipe and the other
OCTG products.
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2. Whether welded OCTG and seamless OCTG
should constitute separate like products

We find that the evidence in these investigations reveals that the dividing lines are not
clear between welded and seamless OCTG. We therefore find that welded and seamless
OCTG constitute a single like product.”

The API specifications for most grades of OCTG provide that either welded or
seamless products are acceptable (exceptions are for drill pipe and extremely thick casing),
which indicates that they are interchangeable.” Because of technological developments in the
production of welded OCTG, it is now possible for welded OCTG to be made as a higher
strength corrosion resistant product and it therefore can be used in many of the same
applications as seamless OCTG.* In addition, both welded and seamless types of OCTG are
sold through the same channels of distribution.” Although welded and seamless OCTG
undergo different production processes in different production facilities, the finishing
processes of both welded and seamless OCTG appear to be the same and can be performed
in the same facilities using the same employees.” Finally, there is evidence that the prices of
welded and seamless OCTG are comparable.” Therefore, we find that welded and seamless
OCTG are one like product.™

3. Whether the definition of the like product
should also include unfinished OCTG

In these investigations, the Japanese respondents have argued that unfinished OCTG
should not be included in the same like product as finished OCTG. Their analysis is
specifically limited to an argument that unfinished drill pipe should constitute a separate like

* In past OCTG investigations, the Commission consistently found seamless and welded OCTG to
be one like product. See, e.g., Oil Country Tubular Goods from Brazil, Korea, and Spain, Invs. Nos.
701-TA-215-217 (Final), USITC Pub. 1633 (Jan. 1985); Qil Country Tubular Goods from Austria,
Romania, and Venezuela, Invs. Nos. 701-TA-240-241 and 731-TA-249-251 (Preliminary), USITC
Pub. 1985 (April 1985); Qil Country Tubular Goods from Israel, Invs. Nos. 701-TA-271 and 731-
TA-318 (Final), USITC Pub. 1952 (Feb. 1987).

® PR at II-9; CR at I-13-14.

¥ PR at II-10; CR at I-16.

> PR at II-19; CR at I-30.

2 PR at II-9-11; CR at I-13-16 and I-17 n.35.

¥ See Austrian Respondents’ Postconference Brief at 18-19 (producers of electric resistance welded
OCTG are now substantial price competitors in the markets for seamless casing and seamless tubing).

* We note that in other pipe investigations involving non-OCTG products, we have found seamless
and welded pipes to be separate like products. See, e.g., Certain Seamless Carbon and Alloy
Standard, Line and Pressure Steel Pipes from Argentina, Brazil, Germany, and Italy, Invs. Nos. 731-
TA-707-710 and 701-TA-362 (Preliminary), USITC Pub. 2801 (Aug. 1994); Welded Stainless Steel
Pipe from Malaysia, Inv. No. 731-TA-644 (Preliminary), USITC Pub. 2744 (Mar. 1994) at I-6 n.7;
Stainless Steel Pipes and Tubes from Sweden, Inv. No. 701-TA-281 (Final), USITC Pub. 1966 (Apr.
1987) at 6; Stainless Steel Pipes and Tubes from Sweden, Inv. No. 731-TA-354 (Preliminary), USITC
Pub. 1919 (Dec. 1986) at 7; Certain Seamless Steel Pipes and Tubes from Japan, Inv. No. 731-TA-87
(Final), USITC Pub. 1347 (Feb. 1983) at 4. However, the record in these investigations indicates less
clear dividing lines between seamless and welded OCTG as compared to other seamless and welded
pipe products. Most notably, here there are completely overlapping API specifications and a greater
degree of interchangeability between seamless and welded OCTG.
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product from finished drill pipe. Based on the evidence of record, we conclude that
unfinished and finished OCTG are one like product.”

In determining whether unfinished OCTG should be included within the definition of
the like product, we have determined to use our five-factor finished/semifinished product
analysis.” ¥ No single factor is determinative. There is a continuum in the production
process of OCTG, beginning with the production of unfinished OCTG which is then further
processed into the final OCTG product by performing a variety of finishing operations (which
may include such processes as straightening, threading, coupling, upsetting the ends,
quenching and tempering, heat treating, inspecting, testing, cold drawing, and coating).*

The evidence indicates that the vast majority of unfinished OCTG products is
dedicated for use as OCTG, which would also lead us to conclude that there are not
perceived to be separate markets for unfinished and finished OCTG.* The physical
characteristics of unfinished OCTG are the same as those for finished, with the exception that
the ends are finished differently.® Finally, we note that there is a significant range in the
value added by the finishing process, and in the types of further processing performed on the
unfinished OCTG, depending upon the desired specifications of the end product.”

Accordingly, there is not a consistent difference in the costs or value of the two types
of OCTG, and there also is a wide range in the significance and extent of the processes used
to transform the upstream article. On balance, we find no clear case for finding unfinished
OCTG to be a separate like product from finished OCTG, particularly in light of the fact that
the essential physical characteristics and functions of the unfinished and finished product are

* Because we found drill pipe to be within the same like product category as casing and tubing,
we limit our analysis to whether all unfinished OCTG should be considered the same like product as
all finished OCTG, and we do not undertake a separate analysis of whether unfinished drill pipe is like
finished drill pipe. We note that in past OCTG investigations, the Commission considered both
unfinished OCTG ("green tubes") and finished OCTG to be one like product. See, e.g., Oil Country
Tubular Goods from Brazil, Korea, and Spain, Invs. Nos. 701-TA-215-217 (Final), USITC Pub. 1633
(Jan. 1985); Oil Country Tubular Goods from Austria, Romania, and Venezuela, Invs. Nos. 701-TA-
240-241 and 731-TA-249-251 (Preliminary), USITC Pub. 1985 (April 1985); Oil Country Tubular
Goods from Israel, Invs. Nos. 701-TA-271 and 731-TA-318 (Final), USITC Pub. 1952 (Feb. 1987).

* Under the semifinished product analysis, we examine five factors to determine whether
semifinished products should be included in the same like product definition as a finished product: (1)
whether the upstream article is dedicated to the production of the downstream article or whether it has
independent uses; (2) whether there are perceived to be separate markets for the upstream and
downstream articles; (3) differences in the physical characteristics and functions of the upstream and
downstream articles; (4) differences in the costs or value of the vertically differentiated articles; and
(5) significance and extent of the processes used to transform the upstream into the downstream
articles. See, e.g., Certain Seamless Carbon and Alloy Standard, Line and Pressure Steel Pipes from
Argentina, Brazil, Germany, and Italy, Invs. Nos. 731-TA-707-710 and 701-TA-362 (Preliminary),
USITC Pub. 2801 (Aug. 1994); Stainless Steel Bar from Brazil, India, Italy, Japan, and Spain, Invs.
Nos. 731-TA-678-682 (Preliminary), USITC Pub. 2734 (Feb. 1994) at I-12.

¥ In any final investigations, we invite the parties to address the appropriateness of the
finished/semifinished analysis in examining the finished versus unfinished OCTG like product issue.

* PR at 1I-10; CR at I-15.

* PR at II-18; CR at I-27-28 and n.44; Conference Transcript (hereinafter "Tr.") at 35 and 54;
Petitioners’ Postconference Brief at A-12-13; Postconference Brief of TAMSA at 17-18; Argentine
Respondents’ Postconference Brief at 3.

“ PR at II-18; CR at I-27 n.43.
‘" PR at II-18; CR at I-28.

I-10



similar and the overwhelming majority of unfinished OCTG has no independent use and is
dedicated to the manufacture of the finished product.

In conclusion, for the purpose of these preliminary investigations we determine that
there is a single like product consisting of casing, tubing, and drill pipe, regardless of size,
whether welded or seamless, or finished or unfinished.”

III. DOMESTIC INDUSTRY

A. In General

Section 771(4)(A) of the Act defines the relevant domestic industry as the "domestic
producers as a whole of a like product, or those producers whose collective output of the like
product constitutes a major proportion of the total domestic production of that product."®

B. Production-Related Activities in the United States

Although no party raised the issue, the Commission requested the parties to address
the argument of whether finishers or processors of unfinished OCTG should be included
within the definition of the domestic industry. Petitioners responded that finishers should not
be included, but none of the respondents expressed an opinion. For purposes of these
preliminary investigations, and based on the very limited data on the record with respect to
this issue, we find that finishers of OCTG should not be included within the domestic
industry. However, we intend to explore this issue more fully in any final investigations,
especially in light of the fact that in determining which firms should be included in the
domestic industry, the Commission’s general practice has been to include all domestic
production, whether toll-produced, captively consumed or sold in the open market.

In deciding whether a firm qualifies as a domestic producer, the Commission
generally considers six factors relating to the overall nature of a firm’s production-related

“ We also considered the arguments of the Austrian respondents to include line pipe threaded for
use as OCTG in the like product, but we do not find the facts warrant its inclusion. While produced
on some of the same production equipment, the mechanical properties of line pipe and OCTG differ
due to the lower yield strength of line pipe, and line pipe is designed for horizontal rather than vertical
use. Therefore, its use as OCTG is very rare (limited to shallow wells) and is not an accepted
practice. Line pipe is also less expensive than OCTG. PR at II-8-9; CR at I-13; telephone notes,
Aug. 5, 1994. Thus, based on the differences in physical characteristics and uses, at best limited
interchangeability, producer perceptions and price differences, we decline to add line pipes to the like
product in these investigations.

In addition, we do not find a basis to find separate like products for carbon and alloy OCTG.
The record indicates that they have overlapping API specifications, are interchangeable, are
manufactured in the same facilities using the same production employees, and their channels of
distribution are the same. PR at II-7-8, II-11, and II-19; CR at I-11-12, I-17 and I-30. Therefore, we
also find carbon and alloy OCTG to be one like product.

“ 19 U.S.C. § 1677(4)(A).
“ See 19 U.S.C. § 1677(4)(A); Fresh Garlic from China, Invs. No. 731-TA-683 (Preliminary),
USITC Pub. 2755 (Mar. 1994) at I-10; Certain Flat-Rolled Carbon Steel Products from Argentina,

Australia, Austria, Belgium, Brazil, Canada, Finland, France, Germany, Italy, Japan, Korea, Mexico,

the Netherlands, New Zealand, Poland, Romania, Spain, Sweden, and the United Kingdom, Invs. Nos
701-TA-319-332, 334, 336-342, 344, 347-353 and 731-TA-573-579, 581-592, 594-597, 599-609, 612-

619 (Final), USITC Pub. 2664 (Aug. 1993) (hereinafter "Certain Flat-Rolled Carbon Steel Products”),
Vol. I, at 17.
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activities in the United States.” With respect to the first factor, i.e. the extent and source of

a firm’s capital investment, limited available data indicate that the capital investment of
finishers is relatively small compared to that involved in overall OCTG production. Very
little data were obtained regarding the other factors except that with respect to the third
factor, as noted above, the available data indicate that the extent of finishing operations can
vary widely depending upon the end product specification. For example, one or more of the
following operations could be performed on an unfinished OCTG product: heat treatment,
quenching and tempering, upsetting, threading, coupling, and testing.” Correspondingly,
there is a wide range of reported value added by finishing operations depending on the
degree of finishing required by the desired specifications and the types of finishing operations
performed.® Based on the information provided in these preliminary investigations, the value
added by finishing operations may range from three to 53 percent.”

For purposes of these preliminary investigations, we do not include finishers in the
domestic industry based on the limited evidence of record that the capital investment of the
finishers and their employment levels do not appear to be substantial. However, we note that
this issue should be explored in detail in any final investigations, particularly in light of the
mixed information of record concerning the degree of value added in finishing operations.

IV.  CONDITION DOMESTIC INDUSTRY

In assessing whether there is a reasonable indication that the domestic industry is
materially injured by reason of allegedly subsidized and LTFV imports, the Commission
considers all relevant economic factors that bear on the state of the industry in the United
States.® These factors include output, sales, inventories, capacity utilization, market share,
employment, wages, productivity, profits, cash flow, return on investment, ability to raise
capital, and research and development. No single factor is dispositive and all relevant factors
are considered "within the business cycle and conditions of competition distinctive to the
industry."* '

A significant condition of competition in the OCTG industry is that the demand for
oil country tubular goods depends on the level of oil and gas drilling.” The amount of

“ The six factors the Commission examines are: (1) source and extent of the firm’s capital
investment; (2) technical expertise involved in U.S. production activities; (3) value added to the
product in the United States; (4) employment levels; (5) quantity and type of parts sourced in the
United States; and (6) any other costs and activities in the United States directly leading to production

of the like product. See, e.g., Silicon Carbide from the People’s Republic of China, Inv. No. 731-
TA-651 (Final), USITC Pub. 2779 (June 1994) at I-11 n.49; see also Certain Carbon Steel Butt-Weld

Pipe Fittings from China and Thailand, Invs. Nos. 731-TA-520-521 (Final), USITC Pub. 2528 (June
1992) at 6-7 and n.16. No single factor is determinative and the Commission may consider any other
factors it deems relevant in light of the specific facts of any investigation. Silicon Carbide from The
People’s Republic of China, USITC Pub. 2779 at I-11 n.49.

“ Petitioners’ Postconference Brief at A-14 and Exhibit 25. One finishing firm reported that its
current equipment and machinery is valued at ***, and another stated that it had a capital investment
of ***_ Telephone notes, Aug. 8, 1994.

“ PR at 1I-18; CR at 1-28.

L E

¢ 1d.

%19 U.S.C. § 1677(7)(C)(iii).
' 19 U.S.C. § 1677(T)(C)(iii).
2 PR at II-15; CR at 1-23.
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drilling is determined by such factors as prices of oil and natural gas, environmental
regulations, and government energy policy.” Oil drilling activity in the United States
declined from 1991 to 1992, but then increased in 1993 and early 1994.* Apparent U.S.
consumption of OCTG mirrored the trends in oil drilling activity between 1991 and 1993,
decreasing from 1991 to 1992, and then increasing significantly in 1993.* Almost all other
industry performance indicators followed a similar pattern from 1991 to 1993. We also note
that most of the domestic industry’s performance indicators were lower in the period of
January through March 1994 (interim 1994) as compared with January through March 1993
(interim 1993).

In terms of volume, U.S. consumption of oil country tubular goods decreased from
1.3 million short tons in 1991 to 1.1 million short tons in 1992, then increased to 1.7 million
short tons in 1993. U.S. consumption, however, was lower in interim 1994 (362,778 short
tons) as compared with interim 1993 (393,330 short tons). Similarly, the value of U.S.
consumption decreased from $991.2 million in 1991 to $701.3 million in 1992, but increased
to $1.1 billion in 1993. The value of domestic consumption was lower in interim 1994
($229.7 million) compared to interim 1993 ($247.2 million).*

U.S. production increased from 1.3 million short tons in 1991 to 1.5 million short
tons in 1993. Production, however, was lower in interim 1994 (324,173 short tons) as
compared with interim 1993 (386,631 short tons).” Average capacity increased from 3.0
million short tons in 1991 to 3.1 million short tons in 1993. Average capacity was also
higher in interim 1994 (795,911 short tons) compared to interim 1993 (746,830 short tons).*
Capacity utilization of 42.3 percent in 1991 decreased to 37.5 percent in 1992, but increased
to 48.4 percent in 1993. It was lower in interim 1994 (40.7 percent) than in interim 1993
(51.8 percent).”

The volume of U.S. shipments of domestic OCTG decreased from 1991 to 1992, and
then increased in 1993 to above 1991 levels; in interim 1994, however, the volume of
shipments was lower than interim 1993 levels. In 1991, U.S. shipments were 994,143 short
tons, decreasing to 1992 levels of 963,900 short tons, before rising in 1993 to 1.4 million
short tons. U.S. shipments in interim 1993 (335,969 short tons) were higher than in interim
1994 (279,861 short tons).” The value of these shipments followed that same trend, '
decreasing from $692.0 million in 1991 to $558.3 million in 1992, and then increasing to
$817.5 million in 1993. The value of shipments was $197.8 million in interim 1993 as
compared with $168.3 million in interim 1994.

% PR at 11-47; CR at 1-80.

PR at II-15; CR at I-24. Respondents report that between the last peak demand year of 1984
and 1992, drilling activity fell 72 percent and demand for OCTG fell 70 percent. They further state
that in no year from 1991 to 1993 did drilling activity rise above 36 percent of the prior peak in 1984.
Respondents’ Postconference Economic Report at 1. Commissioner Crawford notes that the overall
low demand for OCTG may explain in part the low capacity utilization during the period of
investigation.

% PR at II-19; CR at I-31.

% PR at II-20; CR at I-32, Table 3.
7 PR at 1I-23; CR at I-34, Table 4.
s8 1d.

® 1d.

“ PR at II-20; CR at I-32, Table 3.

61 Ld-
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The end-of-period inventories of the U.S. producers decreased from 1991 to 1992,
but increased in 1993 and were higher in interim 1994 as compared with interim 1993.%
Similarly, the ratio of inventories to total OCTG shipments decreased from 1991 to 1993,
from 16.2 percent to 13.1 percent, but was higher in interim 1994 at 18.3 percent than in
interim 1993 at 14.2 percent.®

The data for the number of production workers, hours worked, wages paid and total
compensation paid followed the same pattern as U.S. consumption, U.S. shipments and
capacity utilization from 1991 to 1993, i.e., each of these indicators decreased between 1991
and 1992, increased in 1993 to above 1991 levels. However, these indicators were higher in
interim 1994 as compared with interim 1993. Productivity also increased steadily from 1991
to 1993, but was lower in interim 1994 as compared with interim 1993.%

With respect to the financial performance indicators, the value of net sales declined
from $887.6 million in 1991, to $662.8 million in 1992, and then increased to $879.4
million in 1993. Net sales were also lower in interim 1994 ($179.0 million) than in interim
1993 ($211.2 million). Gross profits were positive in 1991 at $19.3 million, but there were
gross losses in 1992 and 1993, at $24.1 million and $5.1 million, respectively. There was a
gross profit of $1.2 million in interim 1993 compared with a gross loss of $7.7 million in
interim 1994. The domestic industry experienced operating losses in all periods. Operating
losses increased from $26.2 million in 1991 to $59.4 million in 1992, declined somewhat to
$42.0 million in 1993, but were $15.8 million in interim 1994 compared with $8.8 million in
interim 1993. The domestic industry experienced an operating loss as a percentage of net
sales of 3.0 percent in 1991, 9.0 percent in 1992, and 4.8 percent in 1993. The operating
loss was higher in interim 1994 (8.8 percent) than in interim 1993 (4.2 percent).*

_ The value of the cost of goods sold declined from $868.3 million in 1991 to $687.0
million in 1992, before rising to $884.5 million in 1993. It was lower in interim 1994
($186.7 million) than in interim 1993 ($210.0 million).” The cost of goods sold as a ratio to
net sales increased from 97.8 percent in 1991 to 103.6 percent in 1992, and subsequently
declined to 100.6 percent in 1993. The cost of goods sold as a ratio of net sales was higher
in interim 1994 (104.3 percent) than in interim 1993 (99.5 percent).* The unit cost of goods
sold fell from $686.73 in 1991 to $592.98 in 1993, but was higher in interim 1994 as
compared to interim 1993.” Selling, general and administrative expenses declined from
$45.5 million in 1991 to $35.5 million in 1992, and increased somewhat in 1993 to $36.8
million. These expenses were lower in interim 1994 ($8.1 million) than in interim 1993
($10.0 million).™ Capital expenditures declined significantly throughout the period of

PR at II-24; CR at I-38, Table 6.
1d.

PR at II-25; CR at 1-40, Table 7.
PR at [I-28; CR at I-44, Table 9.
Id.

1d.

1d.

PR at II-29; CR at 145, Table 10.
PR at II-28; CR at I-44, Table 9.

3 ¢ 2 3 8 2 2 2 8
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investigation.” Research and development expenditures also declined from 1991 to 1993, but

were higher in interim 1994 as compared with interim 1993.7 ™

V. UMULATION™
A. In_General

In determining whether there is material injury by reason of allegedly LTFV imports,
the Commission is required to assess cumulatively the volume and effects of imports from
two or more countries of like products subject to investigation if such imports are reasonably
coincident with one another and compete with one another and with the domestic like product
in the United States market,” unless imports from a subject country are negligible and have
no discernible adverse impact on the domestic industry.”

Petitioners state that all of the criteria for cumulation are met in these investigations.
Respondents raise two cumulation issues: lack of competition and negligibility. First,
respondents representing ltaly, Japan, Korea, and Spain claim that their imports do not
compete with either the U.S. products or with imports from the other countries subject to
investigation.” Second, respondents representing Austria, Italy, Korea, Hylsa of Mexico,”
and Spain each claim that cumulation is inappropriate because the imports from those
countries are negligible.

B. Reasonable Overlap of Competition

In assessing whether imports compete with each other and with the domestic like
product, the Commission has generally considered four factors:

(1) the degree of fungibility between the imports from different countries and between
imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

" PR at II-32; CR at I-50, Table 13. We note that the domestic industry reduced its costs of
production through restructuring, relocating and modernizing their operations. PR at II-26; CR at I-
43,

™ PR at II-32; CR at I-50, Table 14.

? Based on the foregoing, Commissioners Rohr and Newquist find that there is a reasonable
indication that the domestic industry is experiencing material injury.

™ Commissioner Newquist does not join this section of the opinion. See Separate Views of
Commissioner Newquist.

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

™ 19 U.S.C. § 1677(T)(C)(V).

7 Only the Argentine respondents and the Mexican respondent TAMSA (who represented ***
imports of OCTG from Mexico over the period of investigation) did not raise any cumulation
arguments. The Argentine respondents did make a very brief reference in a footnote in their
postconference brief that "imported seam-anneal welded OCTG products do not compete with Siderca’s
seamless OCTG imported from other countries.” No further elaboration, however, was provided. See
Argentine Respondents’ Postconference Brief at 4 n.5.

™ Hylsa began production and U.S. exports of welded OCTG in May 1994. Postconference Brief
of Hylsa at 1.
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(2) the presence of sales or offers to sell in the same geographical markets of imports
from different countries and the domestic like product;

(3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

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

While no single factor is determinative, and the list of factors is not exclusive, these
factors are intended to provide the Commission with a framework for determining whether
the imports compete with each other and with the domestic like product.* Further, only a
"reasonable overlap" of competition is required.”

Based on the information available in these preliminary investigations, we determine
that there is a reasonable overlap of competition among subject imports from all countries
and between the subject imports and the domestic like product. The evidence shows that
subject imports are present in the same geographical markets with the primary entry locations
of the subject imports in the Gulf ports and the majority of distributors located in the
Southern and Southwestern states.™ In addition, imports and the domestic product have
similar channels of distribution,” and are simultaneously present in the market.*

However, we find that the evidence on the record with respect to the degree of
fungibility of the imported and domestic products is mixed and incomplete. Petitioners argue
that OCTG is a commodity product, that domestic OCTG producers currently manufacture or
could manufacture virtually all of the products used in oil and natural gas wells, and that
subject imports and the domestic product are interchangeable and compete for virtually all
sales.* Respondents argue that imports from Italy, Japan, Korea, and Spain do not compete
with other subject imports or with the U.S. products because of quality or market niche
differences or because of shortages in U.S. supply.*

P See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos.
731-TA-278-280 (Final), USITC Pub. 1845 (May 1986) at 8 n.29, aff’d, Fundicao Tupy, S.A. v.
United States, 678 F. Supp. 898 (Ct. Int’l Trade), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

% See Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989); Granges
Metallverken AB v. United States, 716 F. Supp. 17 (Ct. Int’l Trade 1989); Florex v. United States,
705 F. Supp. 582 (Ct. Int’] Trade 1989).

' See Wieland Werke, AG v. United States, 718 F. Supp. at 52 (completely overlapping markets
are not required); Granges Metallverken AB v. United States, 716 F. Supp. at 21-22 (Commission
need not track each sale of individual sub-products and their counterparts to show that all imports
compete with all other imports and their domestic like products, but need only find evidence of
reasonable overlap in competition); Florex v. United States, 705 F. Supp. at 592 (completely
overlapping markets not required).

® PR at II-15 and 11-48; CR at I-24 and I-82.

¥ All types of OCTG are sold directly to end users in the oil drilling industry and to distributors,
which in turn sell the products to end users. With the exception of the Japanese product, almost all
OCTG is sold by U.S. producers and importers to distributors. PR at II-19; CR at 1-30.

# PR at II-20; CR at I-32.

¥ Petitioners’ Postconference Brief at 6-7.

% All U.S. producers of OCTG with sufficient information to answer the question stated in
Commission questionnaires that they found the subject imports completely interchangeable with the

domestic OCTG products. PR at 1I-48; CR at I-83. Conversely, most importers (16 out of 18) stated
(continued...)
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For purposes of these preliminary investigations we find a sufficient degree of
fungibility to warrant cumulation of all subject imports; we note, however, that this decision
is based on what limited data are available on the record and that we intend to collect more
detailed information in any final investigations.”’

The Italian, Japanese, Korean and Spanish respondents have each provided specific
OCTG product categories of imports which they claim do not compete with other imports or
the domestic product.®* We note that these product categories are based on narrower product
breakouts than the Commission requested the parties to provide. Thus, the record in these
investigations does not provide a sufficient basis for confirming whether respondents’ specific
allegations are accurate.”

Available data raise significant issues with respect to fungibility which will need to be
explored in any final investigations. For example, importer data indicate that while other
subject countries exported seamless casing and tubing to the United States, Korea exported
only welded casing and tubing. However, available data suggest that seamless casing and
tubing may be interchangeable with the type of welded casing and tubing that is imported
from Korea.® Further, four subject countries (Argentina, Japan, Mexico and Spain) exported
drill pipe to the United States, while the remaining subject countries (Austria, Italy and
Korea) did not.”® There is, however, some evidence that drill pipe can be used
interchangeably with casing and tubing, at least in some instances.” Although no prices were
reported for the products from Spain for the particular products requested for pricing
comparison purposes, there is other evidence of the presence of similar types of subject

% (...continued)
that the imported OCTG were not interchangeable either with the domestic product or with other
subject imports. Id.

¥ We note that previous Commission determinations in almost all instances found OCTG imports
and domestic products to be fungible. See, e.g., Oil Country Tubular Goods from Austria, Romania,
and Venezuela, Invs. Nos. 701-TA-240-241 and 731-TA-249-251 (Preliminary), USITC Pub. 1985
(Apr. 1985); Oil Country Tubular Goods from Argentina, Canada, and Taiwan, Invs. Nos. 701-TA-
255-256 and 731-TA-275-277 (Preliminary), USITC Pub. 1746 (Sept. 1985); Qil Country Tubular
Goods from Israel, Invs. Nos. 701-TA-271 and 731-TA-318 (Preliminary), USITC Pub. 1840 (Apr.
1986); Oil Country Tubular Goods from Brazil, Korea, and Spain, Invs. Nos. 701-TA-215-217
(Final), USITC Pub. 1633 (Jan. 1985).

*# Specifically, the respondents have argued that the following subject imports do not compete:
seamless OCTG (10% inches outside diameter and greater) and seam-annealed welded OCTG from
Italy; high-quality OCTG for critical use applications, high-quality seamless casing with an outside
diameter greater than 10% inches, high-quality seamless tubing, and finished drill pipe from Japan;
low-end, J-55, carbon grade, seam-annealed, plain-end tubing from Korea; and "chemically
specialized” completely unfinished OCTG from Spain.

® In this regard, we will request respondents to provide a detailed list of each niche or specialty
product imported to the United States. We will also seek information from producers on shipments of
such products. In addition, we will seek information regarding the differences of OCTG products used
in shallow versus deeper wells. Respondents have argued that the increasing ratio of deep wells to
shallow wells has increased demand for subject imports due to the unavailability of such products from
U.S. producers. Respondents’ Postconference Economic Report at Exhibit 7.

% PR at II-53; CR at 1-109.
" PR at II-44; CR at 1-75.

* Moreover, limited data obtained from purchasers indicate at least a degree of competition
generally between subject imports from five of the seven countries under investigation. PR at II-53;
CR at I-109-111.
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products from Spain in the U.S. market.” Thus, with respect to casing and tubing products

from Spain, we believe there is sufficient evidence of a reasonable overlap of competition to
warrant cumulation in these preliminary determinations.

The Commission’s price comparisons also indicate a certain degree of competition
between imports and the domestic product although we note that we will seek additional
pricing comparisons in any final investigations. For purposes of these preliminary
investigations, the Commission chose seven specific products for price comparisons.* A
review of the prices reported for these seven product categories shows that certain similar
products were offered for sale both by domestic producers and by certain importers in six of
the seven product categories.” This further confirms some overlap in competition since
similar products are available domestically as well as from six of the seven countries subject
to investigation.”

C. Negligible Imports

Section 771 of the Act, as amended, provides that the Commission is not required to
cumulate imports in any case in which it determines that imports of the merchandise subject
to investigation from a particular country are negligible and have no discernible adverse
impact on the domestic industry.” In determining whether imports are negligible, the
Commission considers all relevant economic factors, including whether:

(I) the volume and market share of the imports are negligible,

(IT) sales transactions involving the imports are isolated and sporadic, and

(IIT) the domestic market for the like product is price sensitive by reason of the
nature of the product, so that a small quantity of imports can result in price
suppression or depression.”

The legislative history states that the negligible imports exception is to be applied

narrowly and that it is not to be used to subvert the purpose and general applicability of the
mandatory cumulation provision of the statute.” Moreover, the Court of International Trade

? PR at II-53; CR at I-111.

* In choosing the specific OCTG products for price comparisons, the Commission consulted with
U.S. producers, importers and counsel for the foreign respondents. See PR at [1-49-50; CR at 1-84-
85.

* There are only price comparisons between the domestic and imported products in six out of
seven product price comparisons requested by the Commission because for one product (Product 3)
there were no domestic OCTG prices reported. PR at II-49; CR at I-85.

% To sell OCTG, producers and importers are frequently required to meet qualification
requirements imposed by oil companies. The record indicates that these requirements vary widely.
PR at II-47; CR at I-80. In any final investigations, we intend to explore further the differences in the
qualification processes of the end users for the different OCTG products.

719 U.S.C. § 1677(T)(C)(V).
® 19 U.S.C. § 1677(7)(C)(V).

® See H.R. Rep. No. 40, Part I, 100th Cong., 1st Sess. 131 (1987); H.R. Rep. No. 576, 100th
Cong., 2d Sess. 621 (1988). The Ways and Means Committee Report states that the exception is to be
applied:
(continued...)
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has directed the Commission "to interpret the negligible import provision in a manner that
makes sense in light of the market."'®

In addition to the three enumerated statutory factors concerning the negligible imports
exception, the Commission has considered additional factors, for example: whether imports
have been increasing;'" whether the domestic industry is "already suffering considerable
injury and has long been battered by import price competition”; trends in market penetration;
the degree of competition between the imported product and the domestic product; and any
relationships of foreign producers to one another and to common importers.'®

As noted above, respondents argue that imports from Austria, Italy, Korea, Mexico,
and Spain are negligible. For purposes of these preliminary investigations, we do not find
subject imports from any of these countries to be negligible.'”

1. Imports from Austria

Austrian respondents argue that their imports are negligible and have no discernible
impact on the domestic industry.'™ The market share of the Austrian imports in the calendar

% (...continued)
only in circumstances where it is clear that the imports from that source are so small

and so isolated that they could not possibly be having any injurious impact on the
U.S. industry. The ITC shall apply this exception with particular care in situations
involving fungible products, where a small quantity of low-priced imports can have a
very real effect on the market.

H.R. Rep. 40, at 130.

' Torrington Co. v . United States, 790 F. Supp. at 1161, 1171 (Ct. Int’l Trade 1992).

"1 See Certain Steel Wire Rod from Brazil and Japan, Invs. Nos. 731-TA-646 and 648 (Final),
USITC Pub. 2761 (Mar. 1994) at I-17; Coated Groundwood Paper from Austria, Belgium, Finland,
France, Germany, Italy, the Netherlands, Sweden, and the United Kingdom, Invs. Nos. 731-TA-486-
494 (Preliminary), USITC Pub. 2359 (Feb. 1991) at 31; PET Film, Sheet and Strip from Japan, the
Republic of Korea and Taiwan, Invs. Nos. 731-TA-458-460 (Preliminary), USITC Pub. 2292 (June
1990) at 20 n.69.

%2 See, e.g., Certain Steel Wire Rod from Brazil and Japan, Invs. Nos. 731-TA-646 and 648
(Final), USITC Pub. 2761 (Mar. 1994) at I-17-8 (considering relationship between a foreign producer
and another major exporter); Certain Flat-Rolled Carbon Steel Products, USITC Pub. 2664, Vol. ], at
49 ("the Commission has considered upward trends in imports as a reason not to exercise its discretion
to find imports are negligible. The Commission has also examined the degree of competition between
the imported product and the domestic product.”); Certain Stainless Steel Butt-Weld Pipe Fittings from
Korea and Taiwan, Invs. Nos. 731-TA-563-564 (Preliminary), USITC Pub. 2534 (July 1992) at 16
n.61 (listing the factors cited in the text).

8 Vice Chairman Nuzum and Commissioner Rohr note that there is no numerical standard for

negligibility. See, e.g., Certain Carbon Steel Butt-Weld Pipe Fittings from France, India, Israel,

Malaysia, the Republic of Korea, Thailand, the United Kingdom, and Venezuela, Invs. Nos. 701-TA-
360 and 361 and 731-TA-688-695 (Preliminary), USITC Pub. 2767 (Apr. 1994), at I-17 n.104

(emphasizing "no bright lines” for negligibility determinations). They further note, however, with
respect to each of these five countries, that the market shares are higher than that which the
Commission has generally considered to be negligible in past determinations. See generally the
discussion of cumulation and negligibility in Certain Flat-Rolled Carbon Steel Products, USITC Pub.
2664 (Aug. 1993).

' Austrian Respondents’ Postconference Brief at 10-14.
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years investigated, while declining from 1991 to 1993, has increased between the interim
periods.'”

Based on the information of record, we do not find imports from Austria to be
isolated or sporadic. In this regard, we note that the Commission obtained pricing data for
Austrian imports in 10 out of the 13 quarters covered by the period of investigation.' In
addition, there is some anecdotal evidence from at least two purchasers of the Austrian
product that imports from Austria are price competitive, and in some instances lower priced
than U.S. OCTG."”

With respect to the price sensitivity of the market, we note that there is mixed
evidence: producers do not consider non-price factors to be very important in purchases of
OCTG, however, the majority of importers found non-price factors to be very important.'® '®

Thus, for purposes of these preliminary investigations, we determine that the subject
Austrian imports are not negligible.

2. Imports from Italy

Italian respondents also argue that imports from Italy are negligible."® Italian
imports’ share of domestic consumption fluctuated from 1991 to 1993, but was higher in
interim 1994 than in interim 1993.""

With respect to whether imports from Italy were isolated and sporadic, we note that
the available pricing data reveals that there were no prices for products from Italy in 1991 or
1992, but beginning in the second quarter of 1993, imports from Italy have been consistently
available."” There is anecdotal evidence on the record that at least one distributor stated that
imports from Italy tend to be lower priced than comparable U.S.-produced products."” For

'%  We note that Austrian imports’ share of domestic consumption was *** percent in 1991, *¥**
percent in 1992, and *** percent in 1993. In interim 1993, their market share was *** percent, which
is lower than the market share of *** percent in interim 1994, which represented an increase of ***
percent. In terms of value, their share of domestic consumption was somewhat higher: *** percent in
1991, *** percent in 1992, *** percent in 1993, *** percent in interim 1993 and *** percent in
interim 1994, with an increase of *** percent in interim 1994 as compared with interim 1993. PR at
11-46; CR at I-79, Table 24, and C-3, Table C-1.

' PR at II-51; CR at 1-95, Table 25.

' PR at II-53; CR at I-111.

'® See PR at II-47; CR at I-81. In any final investigations we will seek more information
regarding the price sensitivity of the market, and we will consider monthly import statistics of the
various OCTG categories to determine whether subject imports are isolated and sporadic.

'® The mixed evidence regarding the price sensitivity of the market applies to purchases of OCTG
from all subject countries.

" Postconference Brief on Behalf of Dalmine S.p.A., TAD USA, Inc., Dalmine USA, Inc., and
Acciaierie Tubificio Arvedi S.p.A. at 3.

"' In terms of quantity, the share of domestic consumption of the imports from Italy was ***
percent in 1991, *** percent in 1992, and *** percent in 1993. In interim 1993, their market share
was *** percent, compared with *** percent in interim 1994. In terms of value, their share of
domestic consumption was *** percent in 1991, *** percent in 1992, *** percent in 1993. In interim
1993 the value was *** percent and was marginally higher in interim 1994 at *** PR at [I-46; CR at
I-79, Table 24.

"2 PR at II-51-52; CR at 1-96-97, Tables 26 and 27.
"> PR at II-53; CR at I-111.
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purposes of these preliminary investigations, we determine that the subject Italian imports are
not negligible.

3. Imports from Korea

Korean respondents argue that imports from Korea are negligible and that in 1993,
the Korean share of U.S. apparent consumption was only 1.0 percent with an average share
of a little over one percent over the period of investigation.'

Korean imports’ market share increased between 1991 and 1993 and was higher in
interim 1994 than in interim 1993."* Furthermore, the evidence does not indicate that such
imports were isolated and sporadic.'

In addition, there is anecdotal evidence that Korean imports are adversely impacting
the domestic industry. For instance, some purchasers of OCTG reported that the imports
from Korea are priced lower than domestically produced OCTG, and that the Korean
presence in the market has exerted downward pressure on prices during 1993 and 1994.""
For purposes of these preliminary investigations, we do not find imports from Korea to be
negligible.

4. Imports from Mexico

As noted above, respondent Hylsa states that the industry should be divided into
welded and seamless OCTG. Hylsa states that it only imported welded OCTG in May 1994
after the POI examined by the Commission, the other Mexican respondent TAMSA only
imported seamless OCTG, thus, Hylsa reasons that its imports are negligible.

Hylsa’s argument is not applicable given that we find welded and seamless OCTG to
be one like product. As such, we note that the import penetration rates of the Mexican
product have been increasing both in terms of quantity and value.'® There is also some
evidence that imports from Mexico are price competitive with domestic OCTG.'”

4" Postconference Brief of Hyundai Pipe Co., Ltd., Union Steel Manufacturing Co., Ltd., Pusan
Steel Pipe Co., Ltd., Dongbu Steel Co., Ltd., and Korea Steel Pipe Co., Ltd. at 13.

S PR at I1-46; CR at I-79, Table 24. In terms of quantity, Korean imports’ share of domestic
consumption was 1.0 percent in 1991, 2.3 percent in 1992, and 2.0 percent in 1993. In interim 1993,
their market share was 1.7 percent compared to 1.8 percent in interim 1994. In terms of value, their
share of domestic consumption was 0.8 percent in 1991, 2.1 percent in 1992, and 1.6 percent in 1993.
In both interim 1993 and 1994 the value was 1.4 percent. Id.

"¢ The Commission obtained pricing data for imports from Korea in three out of seven product
categories (Products 4, 5, and 6). Prices of the Korean imports were reported for each of the 13
quarters for Product 4; in all but three of the 13 quarters for Product §; and in five of the 13 quarters
for Product 6. PR at II-52; CR at I-97-99, Tables 27, 28, and 29. Further, the Korean imports were
priced below the U.S. product in 17 out of 27 possible price comparison. PR at II-53; CR at 1-101-
02.

" PR at II-53; CR at 1-108-09.

" In terms of quantity, Mexican imports’ share of domestic consumption was *** percent in
1991, *** percent in 1992, and *** percent in 1993. In interim 1993, the market share was ***
percent, increasing to *** percent in interim 1994. In terms of value, the share of domestic
consumption was *** percent in 1991, *** percent in 1992, *** percent in 1993, *** percent in
interim 1993, and *** percent in interim 1994. PR at 1I-46; CR at 1-79, Table 24.

" PR at 1I-53; CR at I-111.
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5. Imports from Spain

The Spanish respondent also argues that imports from Spain are negligible.'”
Although the market shares of subject imports from Spain are within the range that we have
considered to be negligible in the past, we note that U.S. shipments of the Spanish imports
*** from 1991 to 1993 by *** from 1991 to 1993."" The record does not contain any
pricing comparisons for the Spanish imports, however, there is some anecdotal evidence in
the record, based on information obtained from an OCTG distributor, that casing and tubing
products from Spain tend to be lower priced than the comparable U.S. products.” Because
there are no available pricing data for Spanish imports in the product categories examined by
the Commission, we cannot conclude that such imports are not adversely impacting the
domestic industry. Thus, under the standard set forth in American Lamb Co. v. United
States, we are unable to conclude at this juncture that the record as a whole contains clear
and convincing evidence that there is no material injury or threat of material injury and there
is no likelihood that any contrary evidence will arise in a final investigation.”

Because we find that there is a reasonable overlap of competition among the subject
imports and between the imports and the domestic like product, and because we find that
none of the imports from any of the subject countries is negligible, we assess the cumulative
effect of all subject imports in determining whether there is a reasonable indication of
material injury by reason of the allegedly subsidized and LTFV imports.

VI. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF
ALLEGEDLY SUBSIDIZED AND LTFV IMPORTS

A. Legal Standard

In preliminary antidumping duty and countervailing duty investigations, the
Commission determines whether there is a reasonable indication that an industry in the
United States is materially injured by reason of the imports under investigation.” The
Commission must consider the volume of imports, their effect on prices for the like product,
and their impact on domestic producers of the like product, but only in the context of U.S.
production operations.'”

12 Ppostconference Brief on Behalf of Spanish Respondent Tubos Reunidos, S.A. at 6; Tr. at 144.

"2 PR at I1-20; CR at I-32. The market shares of the Spanish imports in terms of quantity, were
*dk percent in 1991, *** percent in 1992, and *** percent in 1993. In both interim 1993 and 1994,
their market share was *** percent. In terms of value, their share of domestic consumption was ***
percent in 1991, *** percent in 1992, and *** percent in 1993. In both interim 1993 and 1994 the
value was *** percent. PR at II-46; CR at 1-79, Table 24.

'Z Because the Spanish imports were all unfinished OCTG, they did not fit into any of the product
categories requested for pricing comparisons. We will seek pricing data for Spanish imports in any
final investigations. PR at II-53; CR at I-111.

2 See 785 F.2d at 994, 1001 (Fed. Cir. 1986).
' 19 U.S.C. §§ 1671b(a), 1673b(a).
%19 U.S.C. § 1677(7)(B)().
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Although the Commission may consider alternative causes of injury to the industry
other than LTFV imports, it is not to weigh causes.”” ' '* '® For the reasons discussed
below, we find that there is a reasonable indication that the domestic industry producing
OCTG is materially injured by reason of LTFV imports from Argentina, Austria, Italy,
Japan, Korea, Mexico, and Spain and by reason of allegedly subsidized imports from Austria
and Italy.

B. Volume of Subject Imports

The volume of subject imports on a cumulated basis decreased from 295,262 short
tons in 1991 to 85,968 short tons in 1992, but then increased in 1993 to 280,067 short tons.
Imports increased from 39,086 short tons in interim 1993 to 58,844 short tons in interim
1994." The import market share followed a similar pattern: by volume, the market share
fell from 16.7 percent in 1991 to 12.9 percent in 1992, then increased to 16.0 percent in

% See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade

1988). Alternative causes may include the following:
[T]he 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. No. 249, 96th Cong., 1st Sess. 74 (1979).
Similar language is contained in the House Report. H.R. Rep. No. 317, 96th Cong., 1st
Sess. 46-47 (1979). :

"7 For Chairman Watson’s interpretation of the statutory requirement regarding causation, see
Certain Calcium Aluminate Cement Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub.
2772, at I-14 n.68 (May 1994).

' Vice Chairman Nuzum, Commissioner Rohr and Commissioner Newquist further note that the
Commission need not determine that imports are "the principal, a substantial, or a significant cause of
material injury.” S.Rep. No. 249, at 57, 74. Rather, a finding that imports are a cause of material
injury is sufficient. 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. at 1101.

'® Commissioner Crawford notes that the statute requires that the Commission determine whether
a domestic industry is "materially injured by reason of" the allegedly subsidized and LTFV imports.
She finds that the clear meaning of the statute is to require a determination of whether the domestic
industry is materially injured by reason of allegedly subsidized and LTFV imports, not by reason of
allegedly subsidized and LTFV imports among other things. Many, if not most, domestic industries
are subject to injury from more than one economic factor. Of these factors, there may be more than
one that independently are causing matenal injury to the domestic industry. It is assumed in the
legislative history that the "ITC will consider information which indicates that harm is caused by
factors other than less-than-fair-value imports.” S. Rep. No. 249, at 75. However, the legislative
history makes it clear that the Commission is not to weigh or prioritize the factors that are
independently causing material injury. Id. at 74; H.R. Rep. No. 317, at 46-47. The Commission is
not to determine if the allegedly subsidized and LTFV imports are "the principal, a substantial or a
significant cause of material injury.” S. Rep. No. 249, at 74. Rather, it is to determine whether any
injury "by reason of” the allegedly subsidized and LTFV imports is material. That is, the Commission
must determine if the subject imports are causing material injury to the domestic industry. "When
determining the effect of imports on the domestic industry, the Commission must consider all relevant
factors that can demonstrate if unfairly traded imports are materially injuring the domestic industry."
S. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987) (emphasis added).

1% PR at II-45; CR at I-76, Table 23. In terms of value, the volume of subject imports fell from
$243.6 million in 1991 to $78.0 million in 1992, then rose to $194.1 million in 1993. The value of
subject imports was lower in interim 1993 ($30.3 million) than in interim 1994 ($43.1 million). Id.
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1993. In interim 1994, the market share of subject imports (19.2 percent) was higher than in
interim 1993 (13.4 percent).”

U.S. producers’ market share in terms of quantity, increased from 74.1 percent in
1991 to 85.9 percent in 1992, but then declined to 80.2 percent in 1993. There was also a
decline when comparing interim periods -- 85.4 percent in interim 1993 compared to 77.1
percent in interim 1994.'*

Based on the above, we find that the cumulated volume and market share of subject
imports is significant. U.S. producers lost market share concurrent with the gain in market
share of the subject imports both in 1993 and in interim 1994." We also find significant the

“fact that U.S. shipments of subject imports by quantity increased by a rate of 31.5 percent
between interim 1993 and interim 1994, despite declines in overall U.S. consumption from
interim 1993 to interim 1994 in the amount of 7.8 percent.™

C. Effects of Allegedly Subsidized and LTFV Imports on Domestic Prices

The evidence collected in these preliminary investigations indicates that prices for
both subject imports and domestic OCTG have generally declined in the six product
categories for which price comparisons were possible.”™ However, we find the evidence
regarding any under or overselling by the subject imports to be mixed and inconclusive."
While the pricing data we obtained for these preliminary determinations are incomplete, the
price declines indicated by questionnaire data are generally confirmed in the unit value data
for shipments of both the domestic like product and the subject imports.”’ '**

The price declines do not appear to be explained by other factors, particularly in
view of the increase in demand from 1991 to 1993."® The downward trend in import prices

' Subject imports’ market shares in terms of value followed the same trend but were higher.
Their market share fell from 21.0 percent in 1991 to 18.4 percent in 1992, then rose to 20.4 percent
in 1993. The market share in terms of value rose from 19.1 percent in interim 1993 to 23.7 percent
in interim 1994. PR at 1I-46; CR at I-79, Table 24.

12 PR at I1-46; CR at 1-79, Table 24. The same trend was evidenced in the value of the domestic
producers’ ‘market share: increasing from 69.8 percent in 1991 to 79.6 percent in 1992, and
decreasing to 75.3 percent in 1993. Their market share was also lower in interim 1994 (73.3 percent)
than in interim 1993 (80 percent). Id.

' Commissioner Crawford does not find this correlation sufficient to determine causality.

'™ PR at C-34; CR at C-3-4, Table C-1. In any final investigations, we will seek information
regarding any secondary market for refurbished OCTG and the effect such a secondary market may
have on U.S. consumption of OCTG.

* PR at II-50; CR at I-86.

% Commissioner Crawford rarely gives much weight to evidence of underselling since it usually
reflects some combination of differences in quality, other nonprice factors, or fluctuations in the
market during the period in which price comparisons were sought.

"7 PR at C-3-4; CR at C-3-4, Table C-1.

" Further, Commissioners Rohr and Newquist note that several purchasers contacted by the
Commission staff investigating lost sales/lost revenue allegations stated that subject imports have
exerted downward pressure on prices or have been priced lower than the domestic product. See PR at
II-53; CR at I-108-11.

' While respondents have argued that there are many other reasons for the domestic industry’s
declining prices (e.g., competition between domestic producers and stocking programs), we are not
persuaded that subject imports have not depressed prices to a significant degree. In any final
investigations, we will consider the effect of stocking programs and fixed price contracts on prices.
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and inability of U.S. producers to raise prices to cover increases in raw material costs
supports a conclusion of significant price depression by the subject imports. In light of the
available pricing information we find a reasonable indication that the cumulated subject
imports depressed prices to a significant degree for purposes of these preliminary
investigations.'“

D. Impact on the Domestic Industry

Information in these preliminary investigations indicates that the increasing volumes
and declining prices of the cumulated subject imports had an adverse impact on the domestic
industry, as reflected most notably in the declining prices for the domestic like product and
in the industry’s profits and operating income.'' Despite reducing costs of production
through restructuring, relocating and modernizing their operations, the domestic industry has
been unprofitable in every period during the period of investigation.'?

The most recent information also indicates a decline in U.S. shipments and market
share by the domestic industry of a greater magnitude than the decline in U.S. consumption,
while subject imports’ market share increased and their overall unit values decreased.'® '“

Y To analyze the effect of the allegedly subsidized and LTFV imports on domestic prices,
Commissioner Crawford compares domestic prices that existed when the imports were subsidized and
dumped with what domestic prices would have been had imports been fairly priced. In making this
evaluation she considers a number of factors relating to the industry and the nature of the products.
These factors include the degree of substitutability between subject imports and the domestic like
product, the presence of non-subject imports, and the capacity utilization in the domestic industry.

If distinct market segments exist, then the degree of substitutability depends on whether
domestically produced OCTG and subject imports compete within each market segment. If domestic
OCTG and the subject imports do not compete with each other in each market segment then they are
not good substitutes and purchasers would not have been likely to buy significantly more domestic
OCTG even had the subject imports been fairly priced. If subject imports and like product compete
with each other in each market segment, or if there is little distinction between market segments, then
they are more likely to be good substitutes and purchasers would likely have purchased more domestic
OCTG had the subject imports been fairly priced.

There is conflicting evidence regarding the substitutability between domestically produced
OCTG and the subject imports. In these preliminary investigations, Commissioner Crawford has given
the benefit of doubt to the Petitioners and assumed that domestically produced products compete in all
market segments and are good substitutes for the subject imports. As discussed above, this implies
that purchasers likely would have reduced their purchases of the subject imports and bought more
domestic OCTG had the subject imports been fairly priced. However, because the domestic industry
was characterized by substantial excess capacity, a reasonable degree of competition among the
domestic producers, and a significant amount of non-subject imports, it is unlikely that the domestic
producers would have been able to sustain significant increases in the price of OCTG even if subject
imports had been priced fairly. Accordingly, Commissioner Crawford finds that the subject imports
had no significant price effects on the domestic industry.

"' From 1991 to 1993, the domestic industry experienced a 126.4 percent decline in gross profits
(resulting in gross losses in 1992 and 1993), and a decline of 765.6 percent when comparing interim
1993 to interim 1994 (resulting in a gross loss in interim 1994). In addition, from 1991 to 1993, the
domestic industry experienced an increase of 60.2 percent in operating losses; operating income was
also 79.5 percent lower in interim 1994 than in interim 1993. PR at C-4; CR at C-4, Table C-1.

"2 PR at II-26; CR at 1-43.

3 PR at C-4; CR at C-4, Table C-1.

" In her analysis of material injury Commissioner Crawford determines whether the price, sales,

and revenue effects of the subsidies and dumping, either separately or together, demonstrate that the
(continued...)
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CONCLUSION

In light of the significant volume and market share of the subject imports, the
evidence of price depressing effects by the subject imports, and the deteriorating condition of
the domestic industry overall, we find that there is a reasonable indication of material injury
to the domestic industry producing OCTG by reason of allegedly subsidized and LTFV
cumulated imports from Argentina, Austria, Italy, Japan, Korea, Mexico and Spain.

4 (...continued)

domestic industry would have been materially better off if the subject imports had been priced fairly.
If the subject imports had not been subsidized or dumped, it is likely that at least a substantial portion
of the subject imports would have been priced out of the domestic market. To the extent that the
market consists of distinct segments, and domestically produced OCTG and subject imports do not
compete in these segments, then is it unlikely that there would have been any significant effect on
demand for domestic OCTG even if subject imports had been fairly priced. In these preliminary
investigations, however, Commissioner Crawford has given the benefit of doubt to the Petitioners and
assumed that domestic OCTG and subject imports are generally good substitutes. Therefore, it is
likely that demand for domestically produced OCTG would have increased significantly had subject
imports been fairly priced. In other words, the domestic industry would have been able to increase
significantly the quantity of its production and sales, and thus its revenues, if the allegedly subsidized
and LTFV imports had been priced fairly. Therefore, the domestic industry would have been
materially better off if the subject imports had been fairly priced. Accordingly, Commissioner
Crawford concludes that, in these preliminary investigations, there is a reasonable indication of
material injury to the domestic industry by reason of the allegedly subsidized imports and LTFV
imports from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain.
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SEPARATE VIEWS OF COMMISSIONER NEWQUIST

I concur with my colleagues that there is a reasonable indication that the domestic
industry producing oil country tubular goods is materially injured by reason of imports of
this product from Austria and Italy which are alleged to be subsidized, and by imports from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain which are alleged to be sold in
the United States at less than fair value. However, my approach to cumulation of the subject
imports differs significantly from that of my colleagues; therefore, I present separate views
on this issue.

I. CUMULATION

In reaching my affirmative determinations, I have cumulated the adverse impact of
imports from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain.'

The statute requires that I cumulatively assess the subject imports if: (i) there is
competition between the subject imports themselves and the domestic like product;’ and (ii)
no one country’s imports are negligible and without discernible adverse impact on the
domestic industry.’

As 1 explained in the Flat-Rolled Carbon Steel investigations,* 1 view this language to
require scrutiny of primarily geographic and temporal competition between the subject
imports and the domestic like products; assessing competition on the basis of the
substitutability of these products is a lesser consideration.” Nowhere does the cumulation

1

I note that the allegedly dumped imports from Austria and Italy are precisely those covered by
the countervailing duty investigation. Accordingly, cross-cumulation, which our reviewing court has
held to be mandated by the statute, is not an issue in these investigations. See Bingham & Taylor v.
United States, 673 F. Supp. 793 (Ct. Int’] Trade 1986), aff’d, 815 F.2d 1482 (Fed. Cir. 1987).

2 19 U.S.C. § 1677(7)(C)(iv)(I). In addition, I need find only a "reasonable overlap” of
competition. Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int’l Trade 1988),
aff’d, 859 F.2d 915 (Fed. Cir. 1988).

> 19 U.S.C. § 1677(7)(C)(V).

*  USITC Pub. 2616 (August 1993).

* My interpretation of this language also reflects my interpretation of the Commission’s
traditional four factor "competition for cumulation” test. This four factor test has generally been
articulated as follows:

(1) the degree of fungibility between the imports from different countries and between
imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

(2) the presence of sales or offers to sell in the same geographic markets of imports
from different countries and the domestic like product;

(3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

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

See, e.g., Certain Cast Iron Pipe Fittings from Brazil, Korea, and Taiwan, Invs. Nos. 731-TA-278-
280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States, 678 F.

Supp. 898, 902 (Ct. Int’l Trade 1988), aff’d, 859 F.2d 915 (Fed. Cir. 1988).
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provision state that competition is a function of interchangeability based upon the imported
and domestic products’ characteristics and uses. Such competition is appropriately addressed
in the like product analysis.® In my view, once a like product determination is made, that
determination establishes some inherent level of fungibility within that like product. Only in
exceptional circumstances could I anticipate finding products to be "like," and then turn
around and find that, for purposes of cumulation, there is no reasonable overlap of
competition based upon some roving standard of fungibility.

Rather, in my analytical framework, fungibility is more relevant to the assessment of
whether imports are negligible. In that analysis, the fungibility within any like product can
be pertinent in determining what level of imports may or may not have a discernible adverse
effect on the industry producing the like product.” In this regard, I note that there is no
magical bellwether to determine negligibility. What may be negligible and without
discernible adverse impact will vary from industry to industry -- a function of both the
characteristics and condition of the industry.

At the outset, I note that no respondent in these preliminary investigations argues that
cumulation is not appropriate because subject imports are not simultaneously present in the
same geographic markets. Moreover, although OCTG is sold throughout the United States,
sales tend to be concentrated in areas where drilling is the most common, i.e., the Gulf area,
Southwestern and Western states, the West Coast, and Alaska.®

In addition, for purposes of these preliminary investigations, I conclude that there is a
reasonable indication that no country’s imports are negligible and without discernible adverse
impact on the domestic OCTG industry.

A. Argentina
1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from
Argentina, the other subject imports, and the domestic like product. OCTG was imported
from Argentina throughout the period of investigation, and Argentine producers reported
pricing data for each of the 13 quarters of the period of investigation.’

2. Negligibility

I find that imports from Argentina are not negligible. I note that Argentine
respondents did not make any assertions to the contrary. Imports from Argentina increased
irregularly during the period and were greater in interim 1994 than in interim 1993."° The
value of imports from Argentina followed a similar trend." Although confidential, the share
of domestic consumption accounted for b?' imports from Argentina throughout the period of
investigation is, in my view, significant.’

S See 19 U.S.C. § 1677(10).

’ 19 U.S.C. §§ 1677(7)(C)(v), 1677(7T)(F)(iv). Accordingly, I address the parties’ "lack of
competition” arguments in my assessment of whether each country’s imports are negligible.

s Confidential Report ("CR") at 1-82; Public Report ("PR") at 1I-48.
®  Report at Tables 3, 25, and 26.

' Report at Table 3.

"Id.

2 Report at Table 24.
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Based on the foregoing, I determine that it is appropriate to cumulate imports from
Argentina.

B. Austria

1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Austria,
the other subject imports, and the domestic like product. OCTG was imported from Austria
throughout the period of investigation, and Austrian producers reported pricing data for 10 of
the 13 quarters of the period of investigation."”

2. Negligibility

Contrary to the arguments of Austrian respondents,“ I find that imports from Austria
are not negligible. Imports from Austria declined between 1991-92, then returned in 1993 to
roughly the 1991 level.” Interim 1994 imports from Austria were significantly greater than
in interim 1993." The value of imports from Austria followed a similar trend.'” Although
confidential, the share of domestic consumption accounted for by imports from Austria
throughout most of the period of investigation is, in my view, not without discernible adverse
impact on the domestic industry."

Based on the foregoing, I determine that it is appropriate to cumulate imports from
Austria.

C. Italy
1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Italy,
the other subject imports, and the domestic like product. OCTG from Italy was imported
throughout the period of investigation, and Italian producers reported pricing data for 4 of
the most recent quarters of the period of investigation.”

2. Negligibility
Contrary to the arguments of Italian respondents,” I find that imports from Italy are

sufficiently fungible and are not negligible. The Italian respondents argue primarily that
much of their imports compete with only a small segment of domestic product or that there is

" Report at Tables 3 and 25.

Austrian Respondents’ Postconference Brief at 10-12.
¥ Report at Table 3.

* o Id

7 Id

' Report at Table 24.

¥ Report at Tables 3 and 26.

Italian Respondents’ Postconference Brief at 3-4, 7-10.
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insufficient domestic supply.” Imports from Italy declined significantly between 1991-92,
then increased in 1993 to above the 1991 level.” Imports in interim 1994 were marginally
greater than for the same period 1993.” The value of imports followed a similar trend,
though the 1993 level was slightly less than that in 1991.* Although confidential, the share
of domestic consumption accounted for by imports from Italy throughout most of the period
of investigation is, in my view, not without discernible adverse impact on the domestic
industry.”

Based on the foregoing, I determine that it is appropriate to cumulate imports from
Italy.

D. Japan
1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Japan,
the other subject imports, and the domestic like product. OCTG was imported from Japan
throughout the period of investigation, and Japanese producers reported pricing data for all
13 quarters of the period of investigation.”

2. Negligibility

Contrary to the arguments of the Japanese respondents,” for the reasons explained
above, I find that imports from Japan are sufficiently fungible. The Japanese respondents
assert that much of their imports do not compete with either other subject imports or the
domestic like product.” The Japanese respondents do not assert, however, that their imports
are negligible. Imports from Japan declined significantly between 1991-92, then increased in
1993 to above the 1991 level.” Imports in interim 1994 were greater than for the same
period 1993.* The value of imports followed a similar trend, though the 1993 level was

slightly less than that in 1991.* The share of domestic consumption accounted for by
imports from Japan decreased from 8.8% in 1991 to 5.5% in 1992, then rebounded to 7.1%
in 1993.” Interim 1994 consumption was 10.1% compared with 7.0% in interim 1993.”
The share of domestic consumption accounted for by imports from Japan throughout the
period of investigation is, in my view, significant.

#* Id. at 7-10.

2 Report at Table 3.

I

*d

¥  Report at Table 24.

% Report at Tables 3, 25 and 26.
7 Japanese Respondents’ Postconference Brief at 13, 29-34.
7 I

®  Report at Table 3.

1

Id

2 Report at Table 24.

¥ Id
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Based on the foregoing, I determine that it is appropriate to cumulate imports from
Japan.

E. Korea

1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Korea,
the other subject imports, and the domestic like product. OCTG was imported from Korea
throughout the period of investigation, and Korean producers reported pricing data for all 13
quarters of the period of investigation.*

2. Negligibilit

Contrary to the arguments of Korean respondents,” for the reasons explained above,
I find that imports from Korea are sufficiently fungible and are not negligible. The Korean
respondents assert that their imports do not compete with other subject imports, and compete
to only a limited degree with the domestic like product.® The Korean respondents further
assert that their imports are negligible.”” Imports from Korea increased by more than 150%
between 1991-93, and were only marginally lower in interim 1994 compared with interim
1993.* The value of imports from Korea followed a similar trend.” The share of domestic
consumption accounted for by imports from Korea increased from 1.0% in 1991 to 2.3% in
1992, then declined slightly to 2.0% in 1993.° Interim 1994 consumption was 1.8%
compared with 1.7% in interim 1993.* The share of domestic consumption accounted for by
imports from Korea throughout the period of investigation is, in my view, significant.

Based on the foregoing, 1 determine that it is appropriate to cumulate imports from
Korea.

F. Mexico

1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Mexico,
the other subject imports, and the domestic like product. OCTG was imported from Mexico
throughout the period of investigation, and Mexican producers reported pricing data for 8 of
the 13 quarters of the period of investigation.®

*  Report at Tables 3, 27, 28 and 29.
Korean Respondents’ Postconference Brief at 3-11, 13.

% Id. at 4-11.

7 Id. at 13.

*  Report at Table 3.
¥ oId

“  Report at Table 24.
4 Id.

“?  Report at Tables 3, 26 and 30.
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2. Negligibility

Contrary to the arguments of one of the Mexican respondents,” I find that imports
from Mexico are not negligible. Imports from Mexico declined between 1991-92, then
increased in 1993 to well-above the 1991 level.“ Imports in interim 1994 were also
substantially greater than in interim 1993.“ The value of imports from Mexico followed a
similar trend.* Although confidential, the share of domestic consumption accounted for by
imports from Mexico throughout the period of investigation is, in my view, significant.”

Based on the foregoing, I determine that it is appropriate to cumulate imports from
Mexico.

G.  Spain
1. Reasonable overlap of competition

I find that there is a reasonable overlap of competition between imports from Spain,
the other subject imports, and the domestic like product. OCTG from Spain was imported
throughout the period of investigation.®

2. Negligibility

Contrary to the arguments of the Spanish respondents,” for the reasons explained
above, I find that imports from Spain are sufficiently fungible and are not negligible.
Spanish respondents assert that their imports are only of unfinished OCTG, and that such
imports do not compete with the other imports and the domestic like product.® Spanish
respondents further assert that their imports are negligible.” Imports from Spain declined
significantly between 1991-92, then increased in 1993 to above the 1991 level.” Imports in
interim 1994 were marginally less than for the same period 1993.* The value of imports
followed a similar trend.* Although confidential, the share of domestic consumption
accounted for by imports from Spain throughout most of the period of investigation is, in my
view, not without discernible adverse impact on the domestic industry.”

“  Hylsa’s Postconference Brief at 12. See discussion of "like product” in the Commission’s

views.
“  Report at Table 3.
R (
“ W

“ Report at Table 24.
“  Report at Table 3. Spanish respondents’ quarterly pricing data were incomplete.
Spanish Respondents’ Postconference Brief at 6, 9-10.

Id. at 9-10. For purposes of these preliminary investigations, however, the Commission has
determined that finished and unfinished OCTG constitute one like product. See discussion of "like
product” in the Commission’s views.

49

50

. Id. at6.

2 Report at Table 3.
B Id.

* 1.

% Report at Table 24.
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Based on the foregoing, I determine that it is appropriate to cumulate imports from
Spain.

In summary, I have determined to cumulate imports from all subject countries. In
my view and consistent with my analytical framework discussed in detail above, there is a
reasonable overlap of geographic and temporal competition among all subject imports and
with the domestic like product. Further, for purposes of these preliminary investigations,
there is a reasonable indication that imports from each of the subject countries have had a
discernible adverse impact on the domestic industry and, therefore, no country’s imports are
negligible.
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INTRODUCTION

On June 30, 1994, petitions were filed with the Commission and Commerce by Bellville,
Bellville, TX; IPSCO, Camanche, IA; Koppel, Beaver Falls, PA; Maverick, Chesterfield, MO;
North Star, Youngstown, OH; U.S. Steel, Pittsburgh, PA; and USS/KOBE, Lorain, OH.' The
petitions allege that an industry in the United States is being materially injured and is threatened with
further material injury by reason of allegedly subsidized imports from Austria and Italy and allegedly
LTFV imports from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain’ of OCTG.’
Accordingly, effective June 30, 1994, the Commission instituted countervailing duty investigations
Nos. 701-TA-363 and 364 (Preliminary) under section 703(a) of the Act and antidumping
investigations Nos. 731-TA-711 through 717 (Preliminary) under section 733(a) of the Act to
determine whether there is a reasonable indication that an industry in the United States is materially
injured or threatened with material injury, or the establishment of an industry is materially retarded,
by reason of imports of such merchandise into the United States.

Notice of the institution of these investigations was posted in the Office of the Secretary,
U.S. International Trade Commission, Washington, DC, and published in the Federal Register of
July 7, 1994 (59 F.R. 34864). Commerce published its notice of initiation in the Federal Register of
July 26, 1994 (59 F.R. 37962). Copies of the Commission’s and Commerce’s Federal Register
notices are presented in appendix A.

The Commission held a public conference in Washington, DC, on July 22, 1994, at which
time all interested parties were allowed to present information and data for consideration by the
Commission. A list of the participants in the conference is presented in appendix B. The
Commission voted on these investigations on August 10, 1994. The statute directs the Commission
to make its preliminary determination within 45 days after receipt of the petition, or in these
investigations by August 15, 1994.

PREVIOUS AND RELATED COMMISSION INVESTIGATIONS

OCTG has been the subject of several Commission investigations from 1984 to 1987.
Information concerning these Commission investigations is presented in table 1.*

' Lone Star, Dallas, TX, and Newport, Newport, KY, joined as petitioners in these investigations
subsequent to the ﬁlmg of the petitions.

? Bellville joins only in the antidumping petitions against Korea and Italy, USS/KOBE and North Star do not
join in the antidumping petition against Japan, and Lone Star joins only in the countervailing duty petition
concernmg Italy and antidumping petitions concerning Argentina, Italy, Korea, and Spain.

* The imported merchandise covered by Commerce’s antidumping investigations is hollow steel products of
circular cross-section, including oil well casing, tubing, and drill pipe of iron (other than cast iron) or steel
(both carbon and alloy), whether seamless or welded, whether or not conforming to API or non-API
specifications, whether finished or unfinished (including green tubes and limited service OCTG products).
These petitions do not cover casing, tubing, or drill pipe containing 10.5 percent or more by weight of
chromium. The subject products are provided for in subheadings 7304.20, 7305.20, and 7306.20 of the HTS.
Commerce’s scope language for the initiation of the countervailing duty investigations is essentially the same
except that it omits the language "whether seamless or welded" and "limited service OCTG products. "

“In addition, on June 13, 1984, countervailing duty petitions were filed with Commerce on OCTG from
Argentina and Mexico. Because these countries were not signatories to the GATT, the Commission was not
required to make injury determinations concerning imports from these countries.
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Table 1

OCTG: Previous and related investigations

Investigation Report
Item/source No. Date No. Result
Carbon and certain alloy
steel products' . . . .. TA-201-51 1984 USITC 1553 Negative
OCTG:

Argentina . ....... 731-TA-191 (P) 1984 USITC 1555 Affirmative
731-TA-191 (F) 1985 USITC 1694 Negative
731-TA-275 (P) 1985 USITC 1747 Affirmative
731-TA-275 (F) 1986 @ Terminated

Austria . . .. ... ... 701-TA-240 (P) 1985 USITC 1679 Affirmative
701-TA-240 (F) 1985 @ Petition withdrawn
731-TA-249 (P) 1985 USITC 1679 Affirmative
731-TA-249 (F) 1985 @ Petition withdrawn

Brazil .......... 701-TA-215 (P) 1984 USITC 1555 Affirmative
701-TA-215 (F) 1985 USITC 1633 Affirmative
731-TA-192 (P) 1984 USITC 1555 Affirmative
731-TA-192 (F) 1985 @ Petition withdrawn

Canada . ......... 701-TA-255 (P) 1985 USITC 1747 Affirmative
701-TA-255 (F) 1986 USITC 1865 Affirmative
731-TA-276 (P) 1985 USITC 1747 Affirmative
731-TA-276 (F) 1986 USITC 1865 Affirmative

Israel .. ......... 701-TA-271 (P) 1986 USITC 1840 Affirmative
701-TA-271 (F) 1987 USITC 1952 Affirmative
731-TA-318 (P) 1986 USITC 1840 Affirmative
731-TA-318 (F) 1987 USITC 1952 Affirmative

Korea .......... 701-TA-216 (P) 1984 USITC 1555 Affirmative
701-TA-216 (F) 1985 USITC 1633 Negative
731-TA-193 (P) 1984 USITC 1555 Affirmative
731-TA-193 (F) 1984 @ Petition withdrawn

Mexico . ........ 731-TA-194 (P) 1984 USITC 1555 Affirmative
731-TA-194 (F) 1984 @ Petition withdrawn

Romania . ........ 731-TA-250 (P) 1985 USITC 1679 Affirmative
731-TA-250 (F) 1985 @ Petition withdrawn

Spain . .......... 701-TA-217 (P) 1984 USITC 1555 Affirmative
701-TA-217 (F) 1985 USITC 1633 Affirmative
731-TA-195 (P) 1984 USITC 1555 Affirmative
731-TA-195 (F) 1985 USITC 1694 Affirmative

Taiwan . . ........ 701-TA-256 (P) 1985 USITC 1747 Affirmative
701-TA-256 (F) 1985 @ Terminated
731-TA-277 (P) 1985 USITC 1747 Affirmative
731-TA-277 (F) 1986 USITC 1865 Affirmative

Venezuela . ....... 701-TA-241 (P) 1985 USITC 1679 Affirmative
701-TA-241 (F) 1985 @ Petition withdrawn
731-TA-251 (P) 1985 USITC 1679 Affirmative
731-TA-251 (F) 1985 @ Petition withdrawn

' The subject products included OCTG, as well as other pipes and tubes that are not the subject of the present
investigations.
? No report was issued.

Source: USITC publications.
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THE PRODUCT
Description and Uses

The product subject to these investigations is OCTG, which is casing, tubing, and drill pipe
used in drilling oil and gas wells and in transporting oil and gas to the surface.’

Casing is used in the drill hole to provide a firm foundation for the drill string’ by supporting
the walls of the hole to prevent caving in both during drilling and after the well is completed. After
the casing is set, concrete is pumped between the outside of the casing and the wall of the hole to
provide a secure anchor.” Casing also serves as a surface pipe designed to prevent contamination of
the recoverable oil and gas by surface water, gas, sand, or limestone. The casing must be
sufficiently strong to carry its own weight and to resist both external and internal pressure. Because
the amount of open hole that can be drilled at any one time is limited, a string of concentric layers
of casing rather than a single casing is used for larger wells. Several sizes of casing are set inside
the well after it has been drilled, with the larger sizes set at the top of the well and the smaller sizes
set toward the bottom (figure 1). In general, the deeper the well, the larger the casing must be.® In
certain instances, tubing can be substituted for casing.’

Tubing is used within the casing to conduct the oil or gas from the subsurface strata to the
surface either through natural flow or through pumping. Casing is often substituted for tubing in
high-volume wells. Tubing must be strong enough to support its own weight, that of the oil or gas,
and that of any pumping equipment suspended on the string.

Drill pipe is used to transmit power from ground level to below the surface in order to rotate
the drill bit and to conduct drilling fluid (mud) down to the drill bit in order to flush drill cuttings to
the surface for removal. Drill pipe must have sufficient tensile strength to support its own weight,
the weight of the contained drilling fluids, and that of drill collars and the drill bit. In certain
instances, casing and tubing can be substituted for drill pipe.'

* OCTG containing 10.5 percent or more by weight of chromium (stainless steel) is not included in the
scope of these investigations. There was no U.S. production of this product during the period of investigation.
However, iron (other than cast iron) is included in the scope of the investigations. All U.S. producers and
importers reported that they did not produce nor import this product during the period of investigation. In fact,
one producer indicated that he did not even know what iron OCTG was, and two importers indicated that iron
is "not applicable” to OCTG. )

A "string" is a series of individual pipes that are attached at the ends by couplings or, in limited instances,
by welds.

7 Concrete may or may not be pumped the full length of the well. ***, telephone conversation, ***.

® %+ telephone conversation, ***. Several U.S. producers stated that there is a continuum of different
sizes of casing with no clear dividing line between the large and small sizes and that different sizes of casing
are used in the same well. Because of this, they view all different sizes of casing as interchangeable. The
U.S. producers produce a wide range of casing sizes, from 4.5 inches to 20 inches in diameter. *** produce
the larger, as well as the smaller sizes of OCTG. ***, telephone conversations, ***

® There are a number of API wall and diameter specifications that are the same for casing and tubing. In
these instances, casing is the same as tubing. ***, telephone conversations, ***,

' Mr. Donald Dabkowski, U.S. Steel, indicated that within the API specifications there are a significant
number of drill pipe wall and diameter specifications that are the same as those for casing and tubing. He
added that U.S. Steel has a customer to whom they sell a product that can be turned into either casing or drill
pipe. Conference transcript, p. 18. *** added that drill pipe is interchangeable in certain instances with casing
and tubing. ***, telephone conversation, ***, However, Argentine respondents argue that drill pipe is not
interchangeable with casing and tubing because of wall thickness, length, torque, and compression
requirements. Post-conference brief on behalf of Argentine respondents, pp. 2-3. Finally, *** stated that drill
pipe can be used only as drill pipe because the wall thickness relative to the diameter of the pipe is too large
for it to be used practically for casing or tubing. He added, however, that in shallow wells tubing can be
substituted for drill pipe. *** telephone conversation, ***,
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Figure 1

OCTG: Arrangement of casing and tubing in the completed well
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In 1993, casing accounted for *** percent of U.S. consumption (on a tonnage basis) of all
OCTG, tubing accounted for *** percent, and drill pipe accounted for ***."' During the same
period, U.S. shipments of the U.S. product consisted of *** percent casing, *** percent tubing, and
**x percent drill pipe;'> whereas U.S. shipments of the imported product subject to these
investigations consisted of *** percent casing, *** percent tubing, and *** percent drill pipe.”

OCTG is generally produced according to standards and specifications established by the
API. The API is a trade organization that develops basic minimum design standards for materials
used in the oil and gas industries to ensure interchangeability and reliability of parts. This
organization has worked to standardize dimensions and properties in OCTG for casing and tubing
(API 5CT) and for drill pipe (API 5SD). These standards, which are sometimes used by the U.S.
Government as Federal standards, were adopted by API after extensive research and industry
consensus. They offer OCTG purchasers a guide for selecting products with proper outside
diameters, wall thicknesses, and steel grades necessary to perform under every combination of
stresses. The majority of OCTG in use today meets API specifications for such articles."

There are, however, certain applications in which OCTG is used where it need not carry an
API rating. These non-API products may be either products that did not pass the API standards
quality testing or products that have not been sufficiently used or tested for API to write standards
for them. Seconds, rejects, and other low-quality non-certified material (sometimes referred to as
"limited service" material) may be used in shallow wells and in drilling conditions where high-
strength and high-quality pipes are not required. In addition, some OCTG is produced to proprietary
or other non-API specifications. These products may or may not meet the API specifications." Other
products may be produced to specifications that are extended beyond those published by the API.
These products are sometimes referred to as "critical service products” and are typically used in very
deep wells or wells that may be affected by harsh or sensitive environments, such as those operating
in Alaska.'® Some OCTG products are otherwise produced to API specifications, but have certain
proprietary finishing operations (for instance, threading) performed on them. OCTG is inspected and
tested at various stages during production to ensure strict conformity to API or other proprietary
specifications.

"' The data for the U.S. producers and importers were received in response to Commission questionnaires;
however, not all U.S. producers were capable of providing separate data for casing, tubing, and drill pipe.
The U.S. producers providing these data accounted for *** percent of 1993 OCTG production. In addition,
some of the data provided by U.S. producers and importers were used in this presentation but contain
inconsistencies and are not fully reliable, while other data provided were submitted too late to be corrected or
were so badly flawed that they were unusable.

"2 The three U.S. producers that reported production of all three types accounted for *** percent of 1993
OCTG production.

" U.S. shipments of the Argentine product were comprised of ***; U.S. shipments of the Austrian product
were comprised of ***; U.S. shipments of the Italian product were comprised of ***; U.S. shipments of the
Japanese product were comprised of ***; U.S. shipments of the Korean product were comprised of ***; U.S.
shipments of the Mexican product were comprised of ***; and U.S. shipments of the Spanish product were
comprised of ***,

* Conference transcript, pp. 21, 48, and 68.

' The proprietary products which meet API specifications may compete with products carrying an API
rating. It is estimated that the shipment volumes of U.S.-produced sub-API material can be as high as 10
percent. Conference transcript, p. 135.

' Mr. Erich Klementich, the Consulting Engineer for Oil Technology Services, estimates that critical
service products account for about 20 percent of the market. He also intimated that this segment of the market
is not served well by the U.S. producers. The petitioners, however, aggue that the U.S. producers can, and
do, provide critical service products to the market. Conference transcript, pp. 113, 121, 128, and 157.
Questionnaire responses indicate that several U.S. producers shipped OCTG to Alaska during the period of
investigation, although it is not entirely clear whether all of these products were critical service products.
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OCTG exists in a wide range of API and proprietary grades reflecting the strength of the
product and the conditions under which it has been tested for use. The most common API grades
for OCTG generally range from the low-grades J-55 and K-55 (minimum yield strength of 55,000
psi) to the high-grades N-80 (minimum yield strength of 80,000 psi) and P-110 (minimum yield
strength of 110,000 psi), although lower and higher grades OCTG are also used. Lower strength
grades are used where less pressure and less hostile conditions are encountered in drilling and
production. These lower strength grades are typically carbon steel products and are used primarily
in relatively shallow wells."” Conversely, higher grades of OCTG are used when more strength is
required, such as in deeper wells, with high bottom hole pressures and more hostile exposures. A
higher strength product can be obtained by heating a carbon steel tubular product, rapidly cooling it
with water, and then slightly reheating and slowly recooling it. This "quench and temper" process
raises the minimum yield strength and increases the hardness of the tubular product.® A similarly
strong tubular product meeting the same requirements of the particular specification can also be
produced by using more expensive metal alloys. In these instances, alloy and carbon OCTG can be
used interchangeably.”

Information was requested in these investigations concerning carbon and alloy OCTG.” For
information collected, U.S. producers reported that in 1993, 78 percent of their OCTG shipments
were of carbon and 22 percent were of alloy.* U.S. importers reported that 44 percent of their U.S.
OCTG shipments were of carbon and 56 percent were of alloy. However, the participants in the
U.S. market define alloy and carbon differently. Some define alloy OCTG as any higher grade
OCTG, regardless of whether it is "quench and tempered" carbon or metal alloy, whereas others
define alloy OCTG according to its chemical makeup. Data on carbon and alloy collected in these
investigations have been provided according to these separate definitions.”

Both the U.S.-produced and imported OCTG are inspected, tested, and certified to the same
API and proprietary specifications. Therefore, for its general end-use application in drilling oil and
gas wells and for transporting oil and gas to the surface, there is little difference between the
domestic and imported OCTG.” In fact, the majority of U.S. producers of OCTG consider the
subject imports and the U.S.-produced OCTG to be completely interchangeable; however, for many
of the U.S. importers, the domestic and imported OCTG are not considered interchangeable in use
(see the "Prices” section).

Substitute Products

The majority of the U.S. OCTG producers and importers reported that no other products
exist that can be substituted for OCTG in its end-use applications. However, two U.S. producers
and the Austrian importer indicated that, in general, this is true but that on rare occasions, and only
in shallow oil wells where low-grade J-55 OCTG is used, a high-grade X-42 line pipe that is finished

17 s jndicated that the majority of the wells in the United States are shallow.

'® Through this process, a low-grade J-55 tubular product can be upgraded to a high-strength N-80 product.
Conference transcript, p. 36.

" Conference transcript, pp. 38-39 and 54.

® Several U.S. importers and most of the U.S. producers were unable to accurately provide separate data
on carbon and alloy.

% U.S. producers that produce both carbon and alloy OCTG accounted for about 90 percent of 1993 U.S.

roduction.

e U.S. producers tend to define alloy OCTG according to grade, whereas the U.S. importers (as well as
Customs) define alloy OCTG according to its chemical makeup. ***, telephone conversation, ***; conference
transcript, p. 112; and questionnaire responses.

® Conference transcript, pp. 49, 55, and 61.
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with OCTG threads and couplings can be substituted for casing.* The importer adds that the
mechanical properties are not the same for grade X-42 (minimum yield strength 42,000 psi and
tensile strength 60,000 psi) and grade J-55 (minimum yield strength 55,000 psi and tensile strength
75,000 psi) and that the X-42 line pipe is priced $20-50 per ton below the J-55 casing.

Manufacturing Process

All OCTG is either of welded or seamless construction.”® API specifications for most grades
of casing and tubing specify that either welded or seamless is acceptable for its end-use application.”
Exceptions include drill pipe and extremely thick casings, which the API specifies must be seamless.

Welded OCTG is formed by passing flat-rolled products through a series of rollers that shape
the products into cylinders to be seam-welded. The most commonly used process for welding OCTG
is electric resistance welding, in which the cylinder’s lengthwise edges are heated to a very high
temperature with an electric resistance welder and are forced together under pressure exerted by
rolls. Some large-diameter material (over 24 inches), which is used in offshore drilling, is
submerged arc welded. Under this process, the cylinder’s lengthwise edges are connected using
molten metal from a welding rod. After welding, the tube is heat-treated either by "full-body
normalizing" or by "seam annealing.” In the full-body normalizing process, the entire tube is heated
to a very high temperature to make the molecular structure of the weld identical to that of the rest of
the tube, whereas in the seam annealing process, several inches of the pipe along each side of the
weld are heated to a high temperature. Regardless of the welding process, the wall thicknesses of all
welded OCTG are uniform, whereas the wall thicknesses of seamless OCTG are less uniform.

Seamless OCTG is produced by forming a central cavity in a solid steel round. The central
cavity may be formed by either the rotary piercing or the hot extrusion process. Most seamless
pipes and tubes are produced through the rotary piercing method, the more traditional method for
producing such material. The rotary piercing and hot extrusion methods are described below.

In the rotary piercing and rolling method, a conditioned steel round of proper grade,
diameter and weight is heated to a suitable forging temperature and rotary pierced in
one of several available types of mills which work the steel and cause it to flow
helically over and around a so-called piercer-point, yielding a seamless hollow billet.
This billet is then roller elongated either in a succession of plug mills or in one of
several mandrel mills. Finally the elongated tubular product is sized by further
rolling without internal support in one or more of the sizing mills. The tension mill
stretches the material between stands and makes wall reduction possible; the rotary
sizing mill frequently is used in conjunction with one of the other mills to make final
precision sizing of the outside diameter.

% o6 estimated that the X-42 line pipe sold for use as J-55 casing accounts for less than one percent of the
market and is typically used at a depth of 200 to 500 feet. *** telephone conversation, ***. *** jndicated
that because of its low strength it is priced 12 percent below J-55 OCTG and can only be used as surface
casing. ***, telephone conversation, ***,

33k reported the production of both seamless and welded OCTG during the period of investigation ***.

% One U.S. producer asserted that, for its customers, there is little distinction between welded and seamless
OCTG. Conference transcript, p. 73. In addition, several importers indicated in their questionnaire responses
that seamless and welded OCTG are substitutes for each other. *** added that not only are seamless and
welded OCTG interchangeable, but that both processes may be used for the production of all sizes of OCTG,
including larger diameter casing. ***, telephone conversation, ***.
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The extrusion process also starts with a conditioned steel round of desired grade,
diameter and weight. This billet may be cold drilled or hot punched-pierced either
separate from or as part of the extrusion process. The drilled or punched billets are
hot extruded by axially forcing the material through a die and over a mandrel.”

Because of its lower costs, the rotary piercing method is the preferred method of producing
seamless pipes and tubes of all grades of steel. However, the more expensive extrusion method is
preferred when pipes and tubes of steels having poorer hot-working properties are produced. The
higher the chromium content and the smaller the diameter of the tubular product, the poorer the hot-
working properties of the steel will be.

After the welded or seamless tubular product is formed it is subjected to certain finishing
operatlons that may include straightening, inspection, and testing. The product then may either be
sold as is or it may undergo additional operations before bemg sold. These additional operations
include heat treating, cold drawing, testing, and coating.”

After finishing operations on the tube are complete, the ends are finished. Two general end
finishes for casing are "threaded and coupled” and "plain end." End finishes for tubing include
threaded and coupled, non-upset or upset,” or plain end. These end finishes for tubing and casing
are provided both by the U.S. producers and by separate U.S. finishers. For drill pipe, the tubular
product is typically finished to customer specifications and the ends are upset by the U.S. producer;
however, the couplings and tool joints are applied to the ends by drill pipe finishers. These drill
pipe finishers are either contracted by the U.S. producers to perform these processes, or they provide
these servxces for the end users.® The drill bits are then attached to the tool joint by the end user at
the well site.”

Welded products are more commonly used when high strength is not required, whereas
seamless products are more typically used where greater pressures or hostile environments are
encountered in drilling and production. Full-body normalized welded OCTG is considered to be
stronger than other welded products. However, technological developments have made these
distinctions less relevant because of improvements in the production processes for the welded OCTG
products. These developments have made it possible for the welded OCTG to be a higher strength
product.

In 1993, according to information received in response to Commission questionnaires, welded
and seamless OCTG accounted for 42 percent and 58 percent of U.S. OCTG consumption (on a
tonnage basis), respectively.” During the same period, U.S. shipments of the U.S. product were
comprised of 52 percent seamless and 48 percent welded, whereas U.S. shipments of the imported
product subject to these investigations consisted of 80 percent seamless and 20 percent welded.”

7 American Iron & Steel Institute, Steel Products Manual: Steel Specialty Tubular Products, Oct. 1980, p.
16.
% In general, the higher the alloy content and the more specialized or proprietary the product, the greater
the number of additional processes that will be required.
® Upset ending is a forging process under which the end of the tubing is flared and thickened, and thereby
strengthened to compensate for the tensile strength that is lost during threading.
*"Several U.S. producers indicated that there are no U.S. producers of drill pipe that apply couplings or
tool r]omts to drill pipe in-house. Conference transcript, pp. 34-35; and ***, telephone conversations, ***.
Post-conference brief on behalf of the Argentine respondents, p. 2; and **x , telephone conversation, ***,
2 Not all questionnaire respondents provided accurate data on seamless and welded OCTG. Therefore
these shares were calculated based on less than complete data.
# U.S. shipments of OCTG imported from Argentina, Austria, Mexico, and Spain were seamless OCTG;
U.S. shpments of the Korean product were welded OCTG; U.S. shipments of the Italian product were
comprised of *** percent seamless and *** percent welded; and U.S. shipments of the Japanese product were
comprised of *** percent seamless and *** percent welded.
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Carbon and. alloy OCTG are produced in the United States, for the most part, using the same
productlon facilities and emp]oyees while at least some of the U. S OCTG producers manufacture
casing, tubing, and drill pipe using the same production facilities and employees.* However, it
appears”that there are no common production facilities for the manufacture of seamless and welded
OCTG.

U.S. Tariff Treatment

The imported OCTG that is subject to these investigations is classified under several HTS
subheadings covering "casing, tubing and drill pipe, of a kind used in drilling for oil or gas."
According to the HTS, of the subject countries, only goods of Mexico, under NAFTA, are eligible
for special tariff treatment; non-originating Mexican goods are dutiable at the general rates. Imports
of OCTG enter the United States under the HTS subheadings and at the column 1-general and special
rates of duty shown in the following tabulation:

HTS Column 1-rates of duty

subheading General Special
(percent ad valorem)

Seamless casing, of iron or nonalloy

steel, threaded or coupled . . ............... 7304.20.10 6.0 5.4
Welded casing, of iron or nonalloy
steel, threaded or coupled . ................ 7305.20.20 6.0 54
7306.20.10 6.0 5.4
Seamless casing, of iron or nonalloy
steel,other . ........... ... ... ... ... 7304.20.20 0.5 0.4
Welded casing, of iron or nonalloy
steel,other . ......................... 7305.20.40 0.5 0.4
7306.20.20 0.5 0.4
Seamless casing, of alloy steel,
threaded orcoupled ... .................. 7304.20.30 6.2 5.5
Welded casing, of alloy steel,
threaded orcoupled . .................... 7305.20.60 6.2 5.5
7306.20.30 6.2 5.5
Seamless casing, of alloy steel,
other . ...... ... ... ... ... . .. ... .e... 713042040 33 29
Welded casing, of alloy steel,
other . ....... ... .. .. 7305.20.80 3.3 29
7306.20.40 3.3 2.9
Seamless tubing, of iron or
nonalloysteel . . ....................... 7304.20.50 8.0 7.2
Welded tubing, of iron or
nonalloy steel . . ............... . 7306.20.60 1.9 1.7

* Six out of 13 U.S. producers of OCTG indicated that common production facilities and workers were
employed in the production of casing and tubing. These producers accounted for *** percent of 1993 OCTG
production. Three firms reported common facilities and employees for casing, tubing, and drill pipe. These
three firms accounted for *** percent of 1993 OCTG production. Also see Conference transcript, pp. 18-19.

% Certain finishing operations (e.g., heat treatment, testing, end-finishing, threading, and coupling) are
performed using common facilities and employees for both welded and seamless OCTG.
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Seamless tubing, of alloy steel . . . . ............ 7304.20.60 7.5 6.7
Welded tubing, of alloy steel ................ 7306.20.80 4.9 44
Seamless drill pipe, of iron or

nonalloy steel . . .. ...... ... . ... ... . ... 7304.20.70 8.0 7.2
Seamless drill pipe, of alloy steel . . ............ 7304.20.80 7.5 6.7

THE NATURE AND EXTENT OF ALLEGED SUBSIDIES

The petitioners allege that manufacturers, producers, or exporters of OCTG in Austria and
Italy receive countervailable subsidies. These allegations are discussed below.

Austria

Commerce has reviewed the petitioners’ allegations of subsidies provided to producers of
OCTG in Austria and has initiated an investigation based on the following programs:

Equity (Capital) Infusions to Voest-Alpine AG: 1983, 1984, and 1986
Pre-Restructuring Grants to Voest-Alpine AG

Assumption of Losses at Restructuring by Voest-Alpine AG

Equity Infusions to certain Voest-Alpine AG subsidiaries under Law 298/1987
Post-Restructuring Equity Infusions to Voest-Alpine AG

Post-Restructuring Grants to Voest-Alpine AG

Post-Restructuring Grants to Voest-Alpine Stahl AG

NoUunkwLbde

The petitioners have also alleged that Voest-Alpine Kindberg, the Austrian producer of
OCTG, receives upstream subsidies through its purchase of steel blooms from a related company,
Voest-Alpine Donawitz. Commerce has reviewed the petitioners’ upstream subsidy allegation and
has found that the criteria have been met to initiate an investigation. .

Italy

Commerce has initiated an investigation based on the following programs alleged by
petitioners to have provided subsidies to producers of OCTG in Italy:

1988/89 Equity Infusion

Subsidized Loans under Law 675/77

Grants under Law 193/84

Retraining Grants

Preferential Export Financing under Law 227/77

Exchange Rate Guarantee Program under Law 796/76
European Coal and Steel Community Loans and Interest Rebates

NoUnRELD -~

The following programs alleged by the petitioners to be benefitting the Italian producers of
OCTG were not included by Commerce in the initiation of the investigation based on petitioners’
lack of evidence or information:

"Indirect” Equity Infusion into Dalmine

Secured and Unsecured Loans from Italian Banks to Dalmine

Debt Forgiveness to Dalmine in Connection with the 1981 and 1988 Restructuring Plans
European Investment Bank Loans to Dalmine

POD -
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5. European Regional Development Fund Subsidies
6. Early Retirement Benefits for Dalmine under Law 193/84
7.  Grants to Dalmine from the Cassa per il Mezzogiorno

THE NATURE AND EXTENT OF ALLEGED SALES AT LTFV

The petitioners allege that imports of OCTG from Argentina, Austria, Italy, Japan, Korea,
Mexico, and Spain are being, or are likely to be, sold in the United States at LTFV. These
allegations are discussed below.

Argentina

The USP of the subject imports from Argentina, as calculated by the petitioners, is based on
a quoted transaction price offered to a U.S. distributor by Siderca S.A.I.C., an OCTG producer in
Argentina. The petitioners made two comparisons of USP with FMV. In the petitioners’ first
comparison, FMV was based on home market sales. This comparison resulted in a negative
dumping margin. In the second comparison, FMV was based on CV. The petitioners calculated CV
as the basis for FMV because Siderca S.A.I.C. allegedly sold the subject merchandise at a price
substantially below its COP. The petitioners’ comparison of USP with FMV based on CV resulted
in a 41.6 percent margin. Based on the COP allegation, Commerce initiated a COP investigation of
Siderca S.A.I.C.’s home market sales.

Austria

The petitioners based the USP of the subject imports from Austria on a sale made by a U.S.
trading company related to Voest-Alpine Kindberg, an Austrian producer of the subject merchandise,
to an unrelated U.S. customer. The petitioners made two comparisons of USP with FMV. In the
petitioners’ first comparison, FMV was based on a bid given to a Russian oil production association
by Voest-Alpine Kindberg.*® This comparison resulted in a 16.5-percent margin. In the second
comparison, FMV was based on CV. The petitioners calculated CV as the basis for FMV because
Voest-Alpine Kindberg allegedly sold the subject merchandise to Russia at prices below its COP.
The petitioners’ comparison of USP with FMV based on CV resulted in a 41.7-percent margin.
Based on the COP allegation, Commerce initiated a COP investigation of Voest-Alpine Kindberg’s
sales to Russia.

Italy
The petitioners based the USP of the subject imports from Italy on quoted transaction prices
to U.S. distributors by the Italian producer, Dalmine. The petitioners calculated FMV based on CV

because home market and third country sales were unavailable. The range of margins alleged by the
petitioners based on a comparison of USP with CV is 41.60 percent to 49.78 percent.

Japan

The USP of the subject imports from Japan was based on two price offers for seamless
OCTG tubing manufactured by two Japanese producers, Sumitomo Metal and Nippon, to unrelated

% Petitioners demonstrated that for the calculation of FMV the home market was not viable and a third
country was selected based on certain similarities. In this case, Russia was chosen as the appropriate third
country market on which to calculate FMV.
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parties for purchase prior to importation into the United States. The petitioners made two
comparisons of USP with FMV. In the petitioners’ first comparison, FMV was based on Japanese
sales contract prices for OCTG exported to China obtained from a Chinese trading company.” The
range of margins alleged by the petitioners, based on third country sales, is 10.4 percent to 24.8
percent. In the second comparison, FMV was based on CV because the petitioners claim that
Sumitomo Metal’s and Nippon’s sales to China are being made at prices below COP. The
petitioners’ comparison of USP with FMV based on CV resulted in a range of margins from 36.5
percent to 44.2 percent. Based on the COP allegation, Commerce initiated a COP investigation of
Sumitomo Metal’s and Nippon’s sales to China.

Korea

The USP of the subject imports was calculated by the petitioners on the basis of the sales
price of two Korean-produced OCTG tubing products made to a U.S. distributor for sale to end
users. For the calculation of FMV, a third country market was selected by the petitioners because of
the absence of a market for OCTG in Korea. In this case, the petitioners selected Canada based on
certain similarities and calculated FMV on the basis of Canadian distributor prices to end users. In
their comparison of USP with FMV, the petitioners allege a range of margins from 2.68 percent to
12.23 percent.

Mexico

The petitioners based the USP of the subject imports from Mexico on two price quotes to
parties in the United States for OCTG manufactured by Tubos de Acero, a Mexican producer of
OCTG. Although the petitioners assumed the Mexican market for OCTG to be viable, they were
unable to obtain any home market prices for the calculation of FMV. Because home market prices
were unavailable, the petitioners based FMV on CV. As alleged by the petitioners, the range of
dumping margins of OCTG from Mexico based on a comparison of USP with CV is 40.44 percent
to 45.22 percent.

Spain

Since actual U.S. sales price information was unavailable to the petitioners, the USP of the
subject imports from Spain was calculated using the average Customs values for seamless carbon
steel OCTG tubing derived from statistics published by the U.S. Census Bureau. Seamless carbon
steel OCTG tubing products were chosen because the petitioners claim these items to be
representative of U.S. imports of OCTG produced by Tubos Reunidos S.A. in Spain. After
demonstrating that the home market for Spanish OCTG was not viable and that sales to third country
markets were not reasonably available, the petitioners calculated FMV based on CV. The alleged
dumping margins as calculated by petitioners based on a comparison of FMV with CV ranged from
5.3 percent to 18.6 percent.

37 petitioners demonstrated that the home market was not viable for a FMV calculation, and a third country
was selected based on certain similarities. In this case, China was chosen as the appropriate third country
market.
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THE MARKET
Worldwide

In general, the demand for OCTG is dependent on the level of drilling activity, which is
determined by a number of factors, including the price of oil and gas.* From 1991 to 1992,
international oil rig activity declined substantially; however, it increased from February 1993 to
February 1994. The number of oil rigs in operation in selected countries (as provided by the Oil &
Gas Journal) is presented in the following tabulation:

As of February--

Region/Country 1991 1992 . 1993 1994
Western Hemisphere:

Argentina ........... 60 49 24 63

Mexico ... .......... 109 80 44 29

United States . ........ 860 721 684 755

Allother . ........... 228 217 363 444'
Asia-Pacific:

Japan . ... ... ... ... 6 7 10 10

Korea .............. 0 0 0 0

Allother ............ 242 223 222 213
Europe:

Austria .. ........... 2 2 1 0

Italy .............. 25 23 16 10

Spain . ............. 1 0 0 0

Allother ............ 140 108 93 98
All other regions ........ _223 246 229 205

- Worldtotal ......... 1,896 1,676 1,686 1,827

! The increase from Feb. 1993 to Feb. 1994 for "all other" countries in the Western
Hemisphere was attributable primarily to an increase in Canada.

United States

Oil drilling activity in the United States declined from 1991 to 1992, but increased in 1993
and early 1994. An increase in 1993 for natural gas prices in response to two extremely cold
winters on the East Coast encouraged this increase in drilling activity.” The majority of U.S.
drilling for oil and natural gas occurs in the Southern and Southwestern States, and it is in these
areas that the majority of U.S. OCTG distributors are located. The entry locations of subject
imports into the United States are primarily Gulf ports.*

The presentation of data in the body of this report is for all OCTG, except where noted.
Presented as appendixes to this report are summary data on all OCTG presented in the body of this

3 Other factors that may affect demand for OCTG in the United States are the depth and drilling conditions
of the wells and level of inventories maintained by producers, importers, distributors, and end users.
Conference transcript, p. 91, and the 1993 10K Report of the NS Group.

* The increase was also stimulated, in part, by the elimination of the Federal alternative minimum tax of
ind%)endent oil companies. Conference transcript, pp. 102-104.

Conference transcript, p. 61, and petition, vol. II, p. 3.
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report (appendix C) and separate data concerning casing, tubing, drill pipe, seamless, and welded
OCTG (appendix D).“ The period for which information was requested in these investigations is
from January 1991 to March 1994.

U.S. Producers

The Commission sent producers’ questionnaires to 15 firms identified in the petition and by
industry directories as U.S. producers of OCTG. These firms are believed to account for virtually
all OCTG production in the United States for the period 1991 to the present. *** firms provided
some type of response to the Commission’s request for information, although not all of the
questionnaire responses were fully complete or totally usable.” Presented in table 2 are the firms
that provided information in these investigations, each firm’s position on the petitions, share of
reported U.S. production in 1993, location of U.S. production facilities, and parent company. The
types of OCTG produced by each company are presented in the following tabulation:

Firm Types of OCTG

Allied . . . ... ...... Welded casing & tubing

Bellville .......... Welded casing & tubing