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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 731-TA-753-756 (Final)

Certain Carbon Steel Plate from
China, Russia, South Africa, and Ukraine

DETERMINATION

On the basis of the record' developed in the subject investigations, the United States International
Trade Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b))
(the Act), that an industry in the United States is threatened with material injury® by reason of imports from
China, Russia, South Africa, and Ukraine of cut-to-length carbon steel plate,? provided for in provisions of
headings 7208 through 7212 of the Harmonized Tariff Schedule (HTS) of the United States,* that have been
found by the Department of Commerce to be sold in the United States at less than fair value (LTFV).?

BACKGROUND

The Commission instituted these investigations effective November 5, 1996, following receipt of a
petition filed with the Commission and the Department of Commerce by Geneva Steel Co., Provo, UT, and
Gulf States Steel, Inc., Gadsden, AL. The final phase of the investigations was scheduled by the Commission
following notification of preliminary determinations by the Department of Commerce that imports of cut-to-
length carbon steel plate from China, Russia, South Africa, and Ukraine were being sold at LTFV within the
meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the scheduling of the Commission’s
investigations and of a public hearing to be held in connection therewith was given by posting copies of the
notice in the Office of the Secretary, U.S. International Trade Commission, Washington, DC, and by
publishing the notice in the Federal Register of August 20, 1997 (62 FR 44287). The hearing was held in
Washington, DC, on October 28, 1997, 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)).

? Commissioner Crawford determines that an industry in the United States is materially injured by reason of the
subject imports. Pursuant to section 735(b)(4)(A) of the Act (19 U.S.C. § 1673d(b)(4)(A)), Commissioner Crawford
makes a negative determination regarding critical circumstances.

* For purposes of these investigations, cut-to-length carbon steel plate is hot-rolled iron and nonalloy steel universal
mill plates (i.e., flat-rolled products rolled on four faces or in a closed box pass, of a width exceeding 150 mm but not
exceeding 1,250 mm and of a thickness of not less than 4 mm, not in coils and without patterns in relief), of rectangular
shape, neither clad, plated, nor coated with metal, whether or not painted, varnished, or coated with plastics or other
nonmetallic substances; and certain iron and nonalloy steel flat-rolled products not in coils, of rectangular shape, hot-
rolled, neither clad, plated, nor coated with metal, whether or not painted, varnished, or coated with plastics or other
nonmetallic substances, 4.75 mm or more in thickness and of a width which exceeds 150 mm and measures at least
twice the thickness. Included in this definition are flat-rolled products of nonrectangular cross-section where such cross-
section is achieved subsequent to the rolling process (i.e., products which have been “worked after rolling™), such as
products which have been bevelled or rounded at the edges. Excluded from this definition is grade X-70 plate.

* Cut-to-length carbon steel plate is currently covered by the following statistical reporting numbers of the HTS:
7208.40.3030; 7208.40.3060; 7208.51.0030; 7208.51.0045; 7208.51.0060; 7208.52.0000; 7208.53.0000;
7208.90.0000; 7210.70.3000; 7210.90.9000; 7211.13.0000; 7211.14.0030; 7211.14.0045; 7211.90.0000;
7212.40.1000; 7212.40.5000; and 7212.50.0000.

3 The Commission further determines, pursuant to 19 U.S.C. § 1673d(b)(4)(B), that it would not have found material
injury but for the suspension of liquidation of entries of the merchandise under investigation.
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VIEWS OF THE COMMISSION

Based on the record in these antidumping duty investigations, we find that an industry in the United
States is threatened with material injury by reason of imports of certain carbon steel plate from China, Russia,
South Africa, and Ukraine that have been found by the Department of Commerce (“Commerce™) to be sold in
the United States at less than fair value (“LTFV™).!

L DOMESTIC LIKE PRODUCT AND INDUSTRY
A. In General

To determine whether an industry in the United States is materially injured or threatened with
material injury by reason of subject merchandise, the Commission must first define the “domestic like
product” and the “industry.” Section 771(4)(A) of the Tariff Act of 1930 (“the Act”) defines the relevant
industry as the “producers as a [w]hole of a domestic like product, or those producers whose collective output
of the domestic like product constitutes a major proportion of the total domestic production of that product.™
In turn, the Act defines “domestic 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 . . . .

Our decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses™ on a case-by-case basis.* Although the Commission must accept the determination
of Commerce as to the scope of the imported merchandise sold at less than fair value, the Commission
determines what domestic product is like the imported articles Commerce has identified.’

Congress has directed the Commission to look for “clear dividing lines among possible like products
and further that “[t]he requirement that a product be ‘like’ the imported article should not be interpreted in
such a narrow fashion as to permit minor differences in physical characteristics or uses to lead to the
conclusion that the product and article are not ‘like each other. . . .

! Commissioner Crawford finds that the domestic industry producing CTL plate is materially injured by reason of CTL
plate imports from China, Russia, South Africa, and Ukraine that have been found to be sold at LTFV. See Views of
Commissioner Carol T. Crawford, infra. Except as noted, she joins in sections I-III of these Views.

219U.S.C. § 1677(4)(A).
*19U.S.C. § 1677(10).

“ See, e.g., Nippon Steel Corp. v. United States, 19 CIT __, Slip Op. 95-57 at 11 (Apr. 3, 1995); Torrington Co. v.
United States, 14 CIT 648, 652 n.3, 747 F. Supp. 744, 749 n.3 (Ct. Int'l Trade 1990), affd, 938 F.2d 1278 (Fed. Cir.
1991) (“every like product determination ‘must be made on the particular record at issue’ and the ‘unique facts of each
case’”). The Commission generally considers a number of factors including: (1) physical characteristics and uses; (2)
interchangeability; (3) channels of distribution; (4) common manufacturing facilities, production processes and
production employees; (5) customer or producer perceptions; and, where appropriate, (6) price. See The Timken Co. v.
United States, 20 CIT __, 913 F. Supp. 580, 584 (Ct. Int’] Trade 1996). No single factor is dispositive, and the
Commission may consider other factors relevant to a particular investigation. The Commission looks for clear dividing
lines among possible like products, and disregards minor variations. See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess.
90-91 (1979); Torrington, 14 CIT at 651-2, 747 F. Supp. at 748-49.

$ Hosiden Corp. v. Advanced Display Manufacturers, 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find
single like product corresponding to several different classes or kinds defined by Commerce); Torrington, 14 CIT at
651-6, 747 F. Supp. at 748-753 (affirming Commission determination of six like products in investigations where
Commerce found five classes or kinds).

¢S. Rep. 249, 96™ Cong., 1* Sess. 90-91 (1979).




B. Products Covered by the Scope of these Investigations
In its final determinations, Commerce defined the scope of merchandise subject to investigation as:

hot-rolled iron and non-alloy steel universal mill plates (i.e., flat-rolled products rolled on
four faces or in a closed box pass, of a width exceeding 150 mm but not exceeding 1250 mm
and of a thickness of not less than 4 mm, not in coils and without patterns in relief), of
rectangular shape, neither clad, plated nor coated with metal, whether or not painted,
varnished, or coated with plastics or other nonmetallic substances; and certain iron and non-
alloy steel flat-rolled products not in coils, of rectangular shape, hot-rolled, neither clad,
plated, nor coated with metal, whether or not painted, varnished, or coated with plastics or
other nonmetallic substances; and certain iron and non-alloy steel flat-rolled products not in
coils, of rectangular shape, hot-rolled, neither clad, plated nor coated with plastics or other
nonmetallic substances, 4.75 mm or more in thickness and of a width which exceeds 150
mm and measures at least twice the thickness. Included as subject merchandise are flat-
rolled products of nonrectangular cross-section where such cross-section is achieved
subsequent to the rolling process (i.e. products which have been “worked after rolling™) - for
example, products which have been bevelled or rounded at the edges. Excluded from the
subject merchandise within the scope of the petition is grade X-70 plate.”

Most cut-to-length carbon steel plate (“CTL plate”) is produced by U.S. mills on a reversing mill, a
Steckel mill, or on a hot strip mill. The CTL plate produced on a reversing mill is never coiled,® whereas the
CTL plate produced from a hot-strip mill is always coiled, then uncoiled and cut to length.’ The CTL plate
produced on a Steckel mill either can be produced in a conventional reversing style or coiled first, and then
uncoiled and cut.'® In addition, some service centers buy coiled plate and cut it to length.

Of the CTL plate produced and sold by U.S. mills in 1996, approximately 79 percent was “discrete”
plate that had never been in coil form, and 21 percent was cut from hot-rolled coils. When the product of
U.S. service centers is considered as well as that of the mills, approximately 60 percent of the CTL plate
produced in 1996 was “discrete” plate that had never been in coil form, and 40 percent was cut from hot-
rolled coils.!!

In the preliminary phase of these investigations, the majority of the Commission did not include CTL
plate cut at service centers in the domestic like product.!? > But, given the significant similarities between
CTL plate cut to length by service centers and U.S. mills, the Commission indicated that it would explore
more closely in any final phase investigations whether to include plate in coil form cut to length by service

762 Fed. Reg. 61731 (November 19, 1997).

# Confidential Report (“CR”) at I-5, Public Report (“PR”) at I-4.
°CR at I-5-6, PR at I-4-5.

"CR at1-6-7, PR at I-5.

"CRatI-7,PR atI-5.

12 Preliminary Determination at 8.

¥ Commissioner Crawford included CTL plate produced by service centers in the domestic like product, stating that
in her view, it makes no difference what entity cuts the CTL plate so long as the CTL plate is “like” the subject imports.
Preliminary Determination, Additional Views of Commissioner Carol T. Crawford at 27.
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centers in the like product.’ In addition, the Commission indicated that it intended to examine closely in any
final phase investigations whether the like product should include all plate in coil form.!*

In the following sections, we consider three domestic like product issues: (1) whether plate in coil
form should be included in the domestic like product, regardless of whether it is shipped to a service center
for cutting or used for other purposes; (2) whether “certain coil” i.e., coiled product which is produced to the
same specifications, chemistries, or widths as cut-to-length carbon steel plate and generally shipped to
processors, service centers, or distributors,'® should be included in the domestic like product, and (3) whether
CTL plate produced by service centers should be included in the like product.

1. Whether Plate in Coil Form Should be Included in the Domestic Like Product

Petitioners argue that the domestic like product does not include coiled plate, whether using the
traditional analysis or the semifinished product analysis.!” Respondents do not address the issue.'®

The domestic like product includes CTL plate made by more than one production process. It
includes both plate that is coiled and decoiled during its production process (i.e., plate produced on a hot strip
or Steckel mill) and CTL plate produced on a reversing mill (and therefore never coiled and decoiled). Plate
in coil form and CTL plate produced from a hot strip or Steckel mill process naturally share many more
similarities overall than plate in coiled form and CTL plate produced on a reversing mill, because plate in coil
form is the upstream input of CTL plate cut from coils. Most of the differences between plate in coil form
and CTL plate produced on reversing mills also exist between CTL plate produced on a hot strip or Steckel
mill and CTL plate produced on a reversing mill. No party argues, however, that CTL plate produced on hot
strip or Steckel mills and CTL plate produced on reversing mills should be considered separate domestic like
products.’® We address immediately below the traditional like product factors, taking into account the fact
that CTL plate is produced both from coiled plate and as “discrete” plate.

a. Physical Characteristics and End Uses

We find that there are differences in physical characteristics and end uses between plate in coiled
form and CTL plate. The physical characteristics of CTL plate differ from those of coiled plate consistently
in form (CTL plate is a flat product while coiled plate is, as its name implies, in coiled form) and in length,
and may differ in thickness.® The primary distinctions in the physical characteristics of CTL plate produced
and sold by U.S. mills and coiled plate stem from each item’s method of manufacture and the form in which it

!4 Preliminary Determination at 8.
13 Preliminary Determination at 6.
CRatI-15,PR atI-11.

17 Bethlehem Steel and U.S. Steel Group, unit of USX Corporation, non-petitioning members of the domestic

industry, also argued that the domestic like product should not include plate in coils. See Prehearing Brief of Bethlehem
Steel and USX at 4-12.

' The South African respondents suggested, without argument, that the domestic market should be defined in terms of
coiled plate and CTL plate. South African Prehearing Brief at 11. The Joint Respondents’ prehearing brief did not
address this issue. Joint Respondents stated in their posthearing brief that throughout these investigations, they have
been more concerned with the Commission including all CTL plate than with the Commission including plate in coil
form. Joint Respondents” Posthearing Brief, Attachment A, Answer to Commission Questions at 1, n.1.

** Approximately 60 percent of domestic produced CTL plate is produced as discrete plate and 40 percent is produced
from coiled plate (when the production of service centers is included). CR atI-7, PR at I-5.

¥ CRatI-18,PR atI-13.



is sold.*! Plate in coil form and CTL plate produced on a hot strip or Steckel mill share many of the same
physical characteristics. However, all coiled plate shares the dimensional limitations of the hot-strip and
Steckel mills, whereas these dimensional limitations are not shared by discrete CTL plate.?

There are also some significant differences in end use between coiled plate and CTL plate. The
principal uses of coiled plate (other than that sold to service centers) are the production of pipes and tubes
and automotive applications.” The principal uses for CTL plate are for the production of machinery,
industrial equipment, tools, construction and contractors’ products, transportation equipment, oil and gas
industry equipment, fabrication, storage tank production, barges and rail cars, and the manufacture of
agricultural and mining equipment.®*

b. Interchangeability

The record indicates that there are some limitations on the interchangeability of CTL plate and coiled
plate.”® CTL plate is required for applications requiring thicker, wider, or flatter product including bridge
work, critical structural applications, and part burning, whereas purchasers reported that CTL plate could not
be used in tubular production processes and long-run stamping operations.?® Both U.S. producers and end-
users were split on the issue of whether coiled plate could be a substitute for CTL plate. Four mills
(representing 38.9 percent of 1996 mill production of CTL plate) reported that coiled plate in general could
be considered a substitute product for CTL plate.?” Six end users reported that CTL plate and coiled plate
could be used in the same applications, whereas seven end users reported that they could not be used in the
same applications.”® Five purchasers reported shifting purchases of CTL plate to coiled plate in the previous
three years, while 44 reported that they had not.

¢. Channels of Distribution

There is an overlap in the channels of distribution for CTL plate and coiled plate. In 1996, 47.5
percent of domestically produced CTL plate was shipped to distributors, processors, and service centers,
whereas 52.5 percent was shipped to end users.*® Similarly, in 1996, 36 percent of U.S. mill shipments of
coiled plate went to intermediaries, whereas 64 percent went to end users.* As discussed above, however,
CTL plate is sold primarily to different end users than coiled plate.

2 CTL plate produced on a reversing mill has a greater range of thicknesses and widths than plate in coil form (or
CTL plate produced on a hot strip or Steckel mill). CR atI-5-7, PR at I-4-5.

2 Petitioners’ Posthearing Brief, Answer to Commission Questions at 70.
B CRatl-14-15,PR atI-11.
#CRatl-9,PRatI-7.

% While 32 responding purchasers reported that mill-produced CTL plate and coiled plate in general are used in the
same application, 13 disagreed, citing thickness limitations, flatness and gauge problems, and product specifications.
However, 20 of 42 U.S. purchasers reported that there were applications that required the use of CTL plate and other
applications that required the use of coiled plate. CR atI-14, PR atI-10-11.

%CRatl-14,n41,PRatI-11,n41.
7 CR atI-14, PR at I-10.
®CRatl-14,n42,PR at1-11,n.42.
®CRatl-14,PRatI-11.

* TableI-1, CR at I-12, PR at I-9.

' CR atI-14-15,PR at I-11.



d. Production Facilities, Processes, and Employees

There are some differences in production facilities, processes and employees between CTL plate and
coiled plate, particularly when the production of “discrete” plate is considered. Reversing plate mills are
usually separated from hot-strip mills and employ different production workers than coiled operations, even
when located in the same facility.** Approximately 60 percent of CTL plate production in the United States
is discrete plate,” although there appears to be a trend by steel mills away from producing CTL plate on a
reversing mill and towards production on combination Steckel mills that produce both plate in coils and CTL
plate that has not been coiled.>* In addition, we note that the manufacture of CTL plate from coiled plate
requires the additional manufacturing step of decoiling and cutting to length the decoiled product, and
therefore requires additional manufacturing equipment.

e. Customer or Producer Perceptions

The record is somewhat mixed as to whether CTL plate and coiled plate are perceived to be different
products. As noted in the interchangeability discussion above, U.S. producers representing 38.9 percent of
domestic production indicated that they viewed plate in coils and CTL plate to be substitutable. Purchaser
responses were mixed, with some indicating that CTL plate and coiled plate were interchangeable, whereas
others indicated that, for at least some applications, they were not interchangeable. In addition, we note that
customers differentiate between CTL plate and coiled plate in their orders.>

f. Price

There are differences in the average unit value of CTL plate and coiled plate. The average unit value
of CTL plate produced by U.S. mills ranged from $437 to $465 per short ton during the POI, while the price
of plate in coil produced in U.S. mills was considerably lower at $322 to $360 per short ton.3¢ Plate in coil
form that has been further cut by service centers generally sold at slightly lower prices than that produced in
the mills -- $389 to $439 per short ton -- but still at a higher price than that for coiled plate.

Based on the different physical characteristics and end uses, limited interchangeability, different
manufacturing facilities for the majority of CTL plate and coiled plate, and differences in price, we do not
include coiled plate in the domestic like product in these final investigations.’

32CR at1-4,n.14, PR at I-4, n.14.

» CR atI-7, PR at I-6. During the period of investigation (“POI”), 5 producers produced CTL plate on reversing
mills, 3 on strip mills, 1 on both a strip mill and a reversing mill, 1 on both a Steckel mill and a reversing mill, 2 on
Steckel mills, and 2 on bar or structural mills. CR atIII-1,n.2, PR at III-1, n.2.

3 CR at1-7,n.22, PR at I-5, n.22.
35 Petitioners’ Prehearing Brief at 18.
3 Table I-2, CR at I-13, PR at I-9.

37 We also find that the semifinished product analysis does not support inclusion of coiled plate in the domestic like
product. The Commission has employed a semifinished product analysis rather than its traditional analysis when
analyzing whether a product at an earlier stage of its production process is “like” a finished or further processed product.
Under this analysis, the Commission examines: (1) whether the upstream article is dedicated to the production of the
downstream article, or 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. Large Newspaper Printing Presses and

(continued...)



2. Whether “Certain Coiled Plate” Should be Included in the Like Product

The Commission also collected information on “certain coiled plate,” a subset of coiled plate which
is produced to the same specifications, chemistries, or widths as CTL carbon steel plate and generally shipped
to processors, service centers, or distributors.® Petitioners argue against the inclusion of “certain coiled
plate” in the domestic like product. Respondents did not address inclusion of certain coiled plate in the
domestic like product.

We determine that the domestic like product does not include “certain coiled plate” for the same
reasons that we do not include all coiled plate in the domestic like product. We do not find any clear dividing
line between “certain coiled plate” and all coiled plate, other than the product widths or ASTM specifications
enumerated in the Commission questionnaires.

3. Inclusion of Domestic CTL Plate Cut by Service Centers

Petitioners argue that the Commission should limit the domestic like product to CTL plate produced
by U.S. mills.** Respondents argue that CTL plate cut by service centers is the same as CTL plate cut at
mills, and that there is no basis for excluding service center CTL plate from the domestic like product.* We
determine that the domestic like product includes all CTL plate, whether produced in a mill by an integrated
producer or in a service center.*

The Commission’s traditional six factor like product analysis weighs strongly in favor of inclusion of
CTL plate cut by service centers in the like product. There is little evidence in the record that CTL plate cut
by service centers differs from that which is cut to length by U.S. mills. Regardless of whether plate is cut
from a coil at a mill or at a service center, such plate has the same physical characteristics and uses since it is
essentially an identical product which has the same chemistry, metallurgy, and physical dimensions. To the
extent there are distinctions in the physical characteristics of CTL plate produced and sold by U.S. mills and

37 (...continued)
Components Thereof, Whether Assembled or Unassembled, from Germany and Japan, Invs. Nos. 731-TA 736 and 737
(Final), USITC Pub. 2988 (Aug. 1996) at 6 n.23. With respect to the first factor, there are independent uses for coiled
plate other than in the manufacture of CTL plate. As to the second factor, the record suggests that while there is some
overlap in markets for coiled plate and CTL plate, the major end-user markets for coiled plate, pipe and tube conversion
and automotive uses, are not shared by CTL plate. As to the third factor, the physical characteristics of CTL plate differ
from those of coiled plate consistently in form and in length, and may also differ in thickness. We note that the
distinctions are greater between reversing mill CTL plate and coiled plate than for CTL plate that has been produced
from coiled plate. As to the fourth and fifth factors, coiled plate can undergo a variety of transformation processes,
typically linked to the designated end use. For example, steel service centers that operate cut to length processing lines
level and shear coiled plate, converting it from a coiled to a flat product with a defined length. The costs and processes
involved in transforming coiled plate to CTL plate are not trivial, as discussed below in the discussion of domestic
industry.

% CRatl-15,PR atI-11.

* Hearing Transcript at p.18. Petitioners’ arguments in their prehearing brief pertaining to service centers, however,
are primarily directed to the exclusion of service centers as domestic producers, rather than to the definition of the like
product. Petitioners’ Prehearing Brief at 5-22.

%0 Respondents’ Joint Prehearing Brief at 5.

“! In the most recent 1993 CTL plate investigations, no party raised the issue of whether plate in coil form that has
been cut by service centers should be included in the CTL domestic like product, and the Commission did not address
the issue. Today, service centers are playing an increasingly significant role in the cutting and distribution of plate. In
1996, shipments of CTL plate cut by service centers from both imported and domestic coil accounted for 23.8 percent of
all domestic CTL plate production. CR atI-7, PR at I-6.



CTL plate that is cut to length by service centers from coiled plate, these distinctions are derived from each
item’s method of manufacture, rather than the location of the manufacturing equipment. As discussed above,
CTL plate produced by U.S. mills as “discrete” plate on reversing mills is available in wider widths and
greater thicknesses, and may possess superior mechanical properties than plate cut from coil.“> These
dimensional differences arise from the manufacturing process, and can limit the interchangeability of
“discrete” plate with plate cut from a coil.** However, these dimensional differences also apply to plate
produced by hot strip mills and, depending on the production method used, plate produced by Steckel mills.
Moreover, 35 responding purchasers reported that mill-produced CTL plate and CTL plate that has been cut
to length by a processor from coiled plate are used in the same applications, while 5 disagreed, in whole or in
part, citing thickness limitations, flatness and general quality problems, and customer specifications.*

The channels of distribution of CTL plate produced at a mill overlap to some extent with that of CTL
plate cut by a service center. The former may go through a service center or a distributor prior to sale to the
ultimate end user, or it may be shipped directly to an end user.* CTL plate cut by a service center is more
likely to be sold directly to an end user than is CTL plate from a mill.

Twenty-one percent of CTL plate produced by U.S. mills utilizes the same manufacturing methods as
CTL plate that is cut to length from coiled plate by U.S. service centers.* For this plate, regardless of
whether it is cut to length by a mill or a service center, the process and equipment used to cut plate from coil
are essentially the same.”’

Based on the similar physical characteristics and uses, interchangeability, manufacturing processes
and equipment and overlapping channels of distribution, we inchide CTL plate cut from coiled plate by
service centers in the domestic like product.

C. Domestic Industry
1. In General

The Commission is directed to consider the impact of the subject imports on the domestic industry,
defined as “the producers as a [w]hole of a domestic like product.”*® In defining the domestic industry, the
Commission’s general practice has been to include in the industry producers of all domestic production of the
domestic like product, whether toll-produced, captively consumed, or sold in the domestic merchant market.*
In light of our domestic like product determination, we define the domestic industry as all producers of CTL
plate.

In defining the members of the domestic industry in these investigations, we address two issues: (1)
whether production of CTL plate includes operations of processors such as steel service centers, which

“2CRatl-9,PRatl-7.
“ Ibid.

“CRatI-11, PR atI-8. The distinction in thicknesses also applies to plate produced on a reversing mill versus a hot
strip or Steckel mill, and does not reflect a broader distinction between service center CTL plate and plate cut to length
by U.S. mills. Moreover, of the 11 responding end users that purchase CTL plate, only one reported that it could not use
CTL plate converted from coil by a processor. CR atI-11,n.39, PR atI-8, n.39.

 Table I-1, CR at I-12, PR at I-9.

“CR atI-7,PR atI-5.

“CR at I-8-9, PR at I-6-7.

“®19U.S.C. § 1677(4)(A).

* See e.g, Large Newspaper Printing Presses, USITC Pub. 2988 at 7-8.
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purchase coiled plate and decoil it and cut it to length to produce CTL plate, and (2) whether any producers
should be excluded from the industry pursuant to section 774(4)(B) of the Act.

2. Inclusion of Processors

There are three types of companies that could be considered members of the CTL plate industry: (1)
integrated mill producers, which manufacture either discrete CTL plate or CTL plate from coiled plate that
they also produce; (2) nontoll processors, primarily service centers, which purchase coiled plate and decoil it
and cut it to length to form CTL plate; and (3) toll processors, which perform the same function as nontoll
processors except that ownership of the coil is maintained by another entity, such as a mill or service center.

Petitioners argue that toll processors should be included in the domestic industry, but nontoll
producers should be excluded. Respondents argue that all processors should be included in the domestic
industry. We note at the outset that the processing performed by steel service centers — i.e., using coiled
plate as an input and decoiling and cutting it to length to form CTL plate — changes the product from one
which we specifically found was not part of the domestic like product into a product that corresponds to the
domestic like product.®*® More typically, when this issue is raised, the production-related activities involve
further processing of a product that is already within the domestic like product definition.*

In deciding whether a processing firm qualifies as a domestic producer, the Commission generally
has analyzed the overall nature of the firm's production-related activities in the United States to determine
whether its production-related activities are sufficient to constitute domestic production.> The Commission
has not established a specific level of U.S. value added required to qualify as a domestic producer.>® The
Commission generally considers the following factors:

%% Commissioner Crawford finds that the analysis to determine whether processors are producers of the domestic like
product follows from the like product finding. The production related activity required to convert the plate in coil form
into CTL plate is by definition sufficient to convert one like product into a different like product. Therefore, it follows
that converting plate in coil form into CTL plate constitutes “production” of CTL plate. She therefore finds that the six
factor test to analyze production-related activities does not apply and thus she does not join in the discussion of this test.
For her complete analysis of this issue, see Views of Commissioner Carol T. Crawford, infra.

3! See Oil Country Tubular Goods from Argentina, Austria, Italy, Japan, Korea, Mexico. and Spain, Invs. Nos. 701-
TA-363-364 and 731-TA-711-717 (Final), USITC Pub. 2911 (Aug. 1995).

%2 Ferrovanadium and Nitrided Vanadium from Russia, Inv. No. 731-TA-702 (F inal), USITC Pub. 2904 (June 1995)
at I-8.

% See Aramid Fiber Formed of Poly Para-Phenylene Terephthalamide from the Netherlands, Inv. No. 731-TA-652
(Final), USITC Pub. 2783 at I-8-I-9 & n.34 (June 1994) ("no single factor -- including value added -- is determinative

and . . . value added information becomes more meaningful when other production activity indicia are taken into
account), Low Fuming Brazing Copper Wire and Rod from New Zealand, Inv. No. 731-TA-246 (Final), USITC Pub.
1779 (Nov. 1985) (the Commission concluded that twenty percent value added by flux coaters was sufficient); see also
Low Fuming Brazing Copper Wire and Rod from South Africa, Inv. No. 731-TA-247 (Final), USITC Pub. 1790 (Jan.
1986) (value added in the United States was ten to twenty percent).

The Commission has also stated that a "modest percentage of domestically sourced parts or raw materials as a
percentage of cost does not necessarily mean that a firm is not a domestic producer." Certain All Terrain Vehicles from
Japan, Inv. No. 731-TA-388 (Final), USITC Pub. 2163 (Mar. 1989) at 13-14. Conversely, the Commission has decided
not to include a firm in the domestic industry where its operations contributed only a "minor percentage of the total
value" of the product. Certain Radio Paging and Alerting Devices from Japan, Inv. No. 731-TA-102 (Final), USITC
Pub. 1410 (Aug. 1983) (operations involved assembly and soldering of foreign sourced parts involving little technical
skill); see also Color Television Receivers from the Republic of Korea and Taiwan, Invs. Nos. 731-TA-134 and 135
(Final), USITC Pub. 1514 (Apr. 1984) at 7-8 (Commission emphasized for the first time that no single factor--including
value added--is determinative).

10



(1) the source and extent of the firm's capital investment;

(2) the technical expertise involved in U.S. production activities;

(3) the value added to the product in the United States;

(4) employment levels;

(5) the 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.>*

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.*

We find that all processors should be included in the domestic industry, whether the processing is
done on a toll or nontoll basis. The record indicates that investment for cut-to length lines producing a
combination of products, gauges, and widths may be as much as $15 million to $18 million.> Total capital
investment by processors for their operations producing CTL plate ranged from $17.9 million to $19.4
million during the 1994-96 period.”” While the total capital investment of the U.S. mills was significantly
higher, we consider these investments to be significant.

Significantly, the manufacturing equipment and processes used by service centers to decoil and cut to
length coiled plate is the same as that used by the domestic mills to produce CTL plate from coiled plate.>
There is a range of opinion on the expertise required to perform processing operations, ranging from “not
very high” to “moderate” to “high.” At a minimum, equipment operators require a high school education,
with an emphasis on reading and math skills. Many processors prefer cut-to-length operators with
mechanical skills, and most stress on-the-job training, typically for 90 days. Most processors emphasized the
need to understand the principles of leveling and to record accurate dimensional measurements.*

Although the number of operators in any given service center may be low, processors reported
aggregate employment levels ranging from a low of 558 to a high of 692 from 1994 to January-March 1997.
During the same period, U.S. mills reported employment ranging from 6,854 to 7,173 workers.® Therefore,
the processors account for approximately 10 percent of all production workers in the CTL industry.

The value added to carbon steel plate by processing operations varies, depending on the operation
performed by the processor. The value added (defined as the conversion costs (labor and factory overhead)
divided by the total cost of goods sold) by the reporting nontoll processors of all coiled plate (of domestic and
foreign origin combined) in 1996 ranged from 2.6 to 23.1 percent, and averaged 5.3 percent. Including

% See, e.g., Large Newspaper Printing Presses, USITC Pub. 2988 at 7-8.

%5 See Qil Country Tubular Goods from Argentina, Austria, Italy. Japan, Korea, Mexico. and Spain, Invs. Nos. 701-
TA-363-364 and 731-TA-711-717 (Final), USITC Pub. 2911 (Aug. 1995) atI-11 n.37; 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.
% CR at1-8-9,PR at I-7.
5" CR at III-8, PR at III-7. The most common source of capital investment for U.S. processors was internally-

generated funds, followed by bank financing, foreign parent companies, domestic parent companies, and equity
offerings. CR at ITI-8, PR at IlI-7.

%8 Total capital investment of U.S. mills ranged from $188.9 million to $308.1 million. Table VI-5, CR at VI-14, PR
at VI-6. The mill investment is significantly larger than the processor investment in part because the data reported by
integrated mills include allocated investment for operations such as slab casting and coiling, when these operations lead
to the production of CTL plate by or on behalf of U.S. mills.

¥ CR atI-8,PR at I-6.
% CR at I1I-9, PR at ITI-7.

¢! Table I1I-7, CR at ITI-13, PR at III-10. We note, however, that these data include information from U.S. processors
engaged in tolling operations on behalf of U.S. mills producing CTL plate.
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SG&A expenses in the conversion costs increased the average value added to 11.1 percent.%? Processors
source both domestic and imported coiled plate to produce CTL plate. However, the amount of CTL plate
produced by processors from domestic coil significantly exceeded the amount produced from imported coil.

In addition to these traditional factors, we have also considered the fact that the processing activities
in question impart the defining characteristic to the like product -- i.e., by converting a non-like product
(coiled plate) into the like product.

In our view, the facts support the inclusion of toll and nontoll processors of imported and domestic
coil in the domestic industry.** They invest a significant amount of capital in relatively sophisticated
processing operations, and account for a significant percentage of overall employment of the U.S. industry.
While the value added is relatively small, this factor is not determinative of the outcome. Rather, we have
placed considerable importance on the fact that the processing performed by the service centers involves
changing a product that we have affirmatively decided not to include in the domestic like product -- coiled
plate -- into the domestic like product.

Based on the foregoing, we include all producers of CTL plate in the domestic industry, whether toll
producers, integrated producers, or processors.®* %

2 CR at1-19-20, PR at I-14. The value added by reporting nontoll processors of domestic coil in 1996 ranged from
2.5 to 23.1 percent, and averaged 5.4 percent. Including SG&A expenses in the conversion costs increased the average
value added to 11.6 percent. The value added by reporting nontoll processors of imported coil in 1996 ranged from 2.7
to 17.7 percent, and averaged 4.9 percent. Including SG&A expenses increased the value added to 9.6 percent. Ibid.

% In 1996, processors produced 1,226,405 short tons of CTL plate from domestic coil versus 426,230 short tons from
imported coil. In terms of total U.S. CTL production, 17.7 percent was produced by processors from domestic coil and
6.1 percent was produced by processors from imported coil. CR atI-7, PR at I-6.

 We reject petitioners’ argument that toll production should be included and nontoll production should not be
included in the domestic CTL plate industry. A significant percentage of the processing of coiled plate is performed on a
toll basis. See, e.g., Table III-3, CR at III-7-8 and n.1, PR at III-5 and n.1. Other than ownership, there is no difference
in the processing activity that takes place on a toll and nontoll basis. Moreover, we note that petitioners’ assertion that
toll producers are entirely dependent on U.S. mills is not supported by the record. Tolling for U.S. mills accounted for
49.9 percent of all tolling in 1996, tolling for service centers accounted for 48.2 percent, and tolling for other customers
accounted for 1.9 percent of toll production. CR at I-20, n.62, PR at I-14, n.62.

% Chairman Miller and Vice Chairman Bragg note that the processors in these investigations are in a somewhat
different position than the domestic mill producers of CTL plate with respect to their vulnerability to unfair import
competition.

The processors are either toll processors, that charge their customers a fee for performing the processing, or are
independent (nontoll) processors, which purchase either domestic or imported coiled plate and decoil it and cut it to
length to manufacture CTL plate. Many nontoll producers also resell domestic or imported CTL plate that they have not
produced in their processing operations. Accordingly, a significant number of processors appear to be insulated from
the effects of dumped imports in a way that the operations of the domestic mills are not.

For the reasons given above, Chairman Miller and Vice Chairman Bragg believe that the processors should be
included in the domestic industry. However, they believe that it is appropriate to take into account the greater
vulnerability of the domestic mills to the effects of dumped imports in determining whether the domestic industry as a
whole is experiencing material injury by reason of subject imports. Thus, while they have looked at the data for the
entire domestic industry, they have placed particular emphasis on the condition of the domestic mills in reaching their
finding that subject imports threaten the domestic CTL plate industry with material injury. They note, however, that this
emphasis did not alter the outcome of their decision with respect to the CTL plate industry. Finally, their decision to
include processors in the domestic industry producing CTL plate should not be construed as an indication that in any
future investigations they will necessarily determine that processors will be included in the industry. An analysis of the
facts specific to each investigation will govern their treatment of this issue.

% Commissioner Newquist considers the industry as a whole in evaluating whether the domestic industry is injured or
threatened with material injury by reason of subject imports.
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D. Related Parties

We must further determine whether any producer of the domestic like product should be excluded
from the domestic industry pursuant to section 771(4)(B).

North Star Steel Co. (“North Star”) is a mill producer, and Cargill Steel & Wire Div. of Cargill, Inc.
(“Cargill”) is a processor of the domestic like product. Both are wholly owned by Cargill, Inc., which also
owns Cargill Ferrous International Div. of Cargill, Inc., a company that imports subject merchandise. In
addition, Feralloy Corp. (“Feralloy™) is related through common ownership (Preussag North America) to
importer Preussag International Steel Corp., which imports subject merchandise. Thus, North Star, Cargill,
and Feralloy are related parties, and the Commission may exclude them from the domestic industry if
“appropriate circumstances™ exist.”’

None of these companies imported the subject product, and their interests therefore would appear to
be in domestic production rather than importation of the subject merchandise.®® Operating income data for
*¥* are somewhat *** than the industry average. However, several other companies in the domestic industry
that are not related parties had similar, or ***, operating margins. *** operating income margins, which
ranged between ***, were *** than the industry average.® Also, *** accounts for only a *** of domestic
CTL production in 1996.7° Similarly, *** accounted for *** percent of processor production, which
corresponds to *** percent of total domestic production (mills and processors) in 1996.” Given these ***
volumes, we conclude that neither exclusion nor inclusion of any of these producers’ data would skew data
for the industry. On balance, we find that appropriate circumstances do not exist for excluding any of these
producers from the domestic industry.

IL CONDITION OF THE INDUSTRY

In assessing whether a domestic industry is materially injured or threatened with material injury by
reason of LTFV imports, we consider 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

19 U.S.C. § 1677(4)(B). No party has argued that these companies should be excluded from the domestic industry.
Factors the Commission has examined in deciding whether appropriate circumstances exist to exclude a related party
include the percentage of domestic production attributable to the importing producer; the reason the U.S. producer has
decided to import the product subject to investigation; whether inclusion or exclusion of the related party will skew the
data for the rest of the industry; the ratio of import shipments to U.S. production for related producers; and whether the
primary interest of the related producer lies in domestic production or importation. See, e.g., Torrington Co. v. United
States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992), aff’'d without opinion, 991 F.2d 809 (Fed. Cir. 1993). See also

Engineered Process Gas Turbo-Compressor Systems from Japan, Inv. No. 731-TA-748 (Final), USITC Pub. 3042
(June 1997) at 10 n.26.

%8 For this reason, Commissioner Crawford finds that these firms should not be excluded from the domestic industry.
She does not join in the remainder of this discussion.

% *¥*°5 operating income margins on its CTL plate operations ranged from *** percent during the POI, which is ***
than the industry mill average of 2.2 to 5.5. Table VI-3, CR at VI-9, PR at VI-4. With respect to ***, operating income
margins ranged from ***, which were *** compared to nontoll processors and to mills and processors combined.

7 Table III-1, CR at III-3, PR at III-3; Table C-1, Table C-4, CR at C-6, C-12, PR at C-6. C-12.

7! See Tables III-1 and I1I-2, CR at ITI-3 and 7-8, PR at ITI-3 and 5-7; Table C-4, CR at C-12, PR at C-12, as adjusted
for toll production.

719 U.S.C. § 1677(7)(C)(ii).
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research and development.” No single factor is dispositive and all relevant factors are considered “within the
context of the business cycle and conditions of competition that are distinctive to the affected industry.””*

A condition of competition pertinent to our analysis is the growing importance of steel service
centers in this industry. Service centers accounted for 23.8 percent of domestic production of CTL plate in
1996.7

In addition, demand for CTL plate increased overall during the period of investigation. Producers,
importers, and end-use purchasers attributed the increase in demand to a strong economy, and to such specific
factors as low interest rates, increased spending on capital goods, and increased general construction
spending. 76 77 8

The quantity of apparent U.S. consumption of CTL plate declined from 7.92 million short tons in
1994 to 7.75 million short tons in 1995, and then rose to 8.68 million short tons in 1996. Apparent U.S.
consumption was 2.26 million short tons in interim (January-March) 1997 compared with 2.07 million short
tons in interim 1996.” During the same period, U.S. producers’ share of consumption by quantity fell from
82.9 percent in 1994 to 82.6 percent in 1995 and to 79.4 percent in 1996. U.S. producers’ share of the
quantity of U.S. consumption was 73.4 percent in interim 1997 compared with 84.9 percent in interim
1996.%° U.S. producers’ share of consumption by value fell from 84.3 percent in 1994 to 83.8 percent in
1995 and to 81.6 percent in 1996, and was 76.8 percent in interim 1997 compared with 85.8 percent in
interim 1996.%

The domestic industry’s capacity to produce CTL plate fell from 9.06 million short tons in 1994 to
8.96 short tons in 1995, and rose to 9.22 million short tons in 1996. The domestic industry’s capacity to
produce CTL plate was 2.33 million short tons in interim 1997 compared with 2.27 million short tons in
interim 1996.%2 The domestic industry’s production volume declined from 6.68 million short tons in 1994 to
6.53 million short tons in 1995, and then increased to 6.94 million short tons in 1996. The domestic
industry’s production volume was 1.70 million short tons in interim 1997 compared with 1.77 million short

7 Commissioner Crawford joins her colleagues in these investigations in a discussion of the “condition of the
industry” even though she does not make her determination based on industry trends. Rather, she views the discussion
as a factual recitation of the data collected concerning the statutory factors.

19 U.S.C. § 1677(7)(C)(ii).
5 CR atI-7, PR at I-6.
6 CR at II-2, PR at II-2.

77 Respondents argue that these investigations warrant our consideration of data gathered in the preliminary
investigation so that we can analyze four complete years of data. Joint Respondents’ Prehearing Brief at 19. We decline
to consider four years of data in these final investigations. We note that it is not our standard practice to consider data
from the preliminary phase of our investigations for the sole purpose of extending the period of our final investigation.
Such an approach is particularly problematic in these investigations since we included processors in the industry, and
such data were not obtained in the preliminary phase.

7® Certain domestic producers internally transfer production of CTL plate for production of downstream products.
Thus, we have considered whether the captive production provision applies in these investigations. The captive
production provision may be applicable if, as a threshold matter, significant production of the domestic like product is
internally transferred and significant production is sold in the merchant market. 19 U.S.C. § 1677(7)(C)(iv). In 1996,
only *** of domestic production (including processors) was captively consumed. CR at ITI-11 and n.14, PR at ITI-9 and
n.14; Tables C-1 and C-4, CR at C-6 and C-12, PR at C-6 and C-12. We find this level of captive consumption to be
insignificant and therefore do not apply the captive production provision.

" Table C-4, CR at C-11, PR at C-11.
& Ibid.
8bid.
& Ibid.
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tons in interim 1996.%* Capacity utilization fell from 73.6 percent in 1994 to 72.9 percent in 1995, and then
rose to 75.3 percent in 1996. Capacity utilization was 72.7 percent in interim 1997 compared with 77.9
percent in interim 199634

The domestic industry’s total U.S. shipments of CTL plate, by volume, fell from 6.57 million short
tons in 1994 to 6.39 million short tons in 1995, and rose to 6.89 million short tons in 1996. Total U.S.
shipments were 1.66 million short tons in interim 1997 compared with 1.76 million short tons in interim
1996.%° The U.S. industry’s total U.S. shipments by value rose from $2.84 billion in 1994 to $2.93 billion in
1995, and to $3.10 billion in 1996. The value of U.S. producers’ U.S. shipments was $745.18 million in
interim 1997 compared with $784.50 million in interim 1996.%¢ The quantity of U.S. producers’ end-of-
period inventories fluctuated throughout the period examined, increasing from 313,570 short tons in 1994 to
336,100 short tons in 1995, and then declining to 317,594 short tons in 1996. End-of-period inventories
were 347,744 short tons in interim 1997 compared with 328,779 short tons in interim 1996 %

The average number of production and related workers (PRWs) employed by the domestic industry
producing CTL plate declined from 7,489 in 1994 to 7,383 in 1995, and then increased to 7,778 in 1996.
The number of PRWs was 7,474 in interim 1997 compared with 7,908 in interim 1996. Hours worked
increased from 16.60 million in 1994 to 16.67 million in 1995, and to 17.33 million in 1996. Hours worked
were 4.14 million in interim 1997 compared with 4.46 million in interim 1996.%8

The domestic industry’s net sales by quantity fell from 6.34 million short tons in 1994 to 6.28
million short tons in 1995, and then rose to <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>