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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 731-TA-781-786 (Final)

STAINLESS STEEL ROUND WIRE FROM CANADA, INDIA, JAPAN,
THE REPUBLIC OF KOREA, SPAIN, AND TAIWAN

DETERMINATIONS

On the basis of the record' developed in the subject investigations, the United States
International Trade Commission unanimously determines, pursuant to section 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1673d(b)) (the Act), that an industry in the United States is not materially injured or
threatened with material injury, and the establishment of an industry in the United States is not
materially retarded, by reason of imports from Canada, India, Japan, Korea, Spain, and Taiwan of
stainless steel round wire® 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 16, 1998, following receipt
of a petition filed with the Commission and the Department of Commerce by ACS Industries, Inc.,
Woonsocket, RI; Al Tech Specialty Steel Corp., Dunkirk, NY; Branford Wire & Manufacturing Co.,
Mountain Home, NC; Carpenter Technology Corp., Reading, PA; Handy & Harman Specialty Wire
Group, Cockeysville, MD; Industrial Alloys, Inc., Pomona, CA; Loos & Co., Inc., Pomfret, CT; Sandvik
Steel Co., Clarks Summit, PA; Sumiden Wire Products Corp., Dickson, TN; and Techalloy Co., Inc.,
Mahwah, NJ. The final phase of these investigations was scheduled by the Commission following
notification of preliminary determinations by the Department of Commerce that imports of stainless
steel round wire from Canada, India, Japan, Korea, Spain, and Taiwan 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 December 2, 1998 (63 FR
66577). The hearing was held in Washington, DC, on April 6, 1999, 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(%)).

? For purposes of these investigations, Commerce has defined the subject stainless steel round wire (SSRW) as
“any cold-formed (i.e., cold-drawn, cold-rolled) stainless steel product of a cylindrical contour, sold in coils or
spools, and not over 0.703 inch (18 mm) in maximum solid cross-sectional dimension. SSRW is made of iron-
based alloys containing, by weight, 1.2 percent or less of carbon and 10.5 percent or more of chromium, with or
without other elements. Metallic coatings, such as nickel and copper coatings, may be applied.” (See e.g., Final
Determination of Sales at Less Than Fair Value— Stainless Steel Round Wire from Japan (64 FR 17318,

Apr. 9,1999.)

These products, if imported are currently covered by statistical reporting numbers 7223.00.1015,
7223.00.1030, 7223.00.1045, 7223.00.1060, and 7223.00.1075 of the Harmonized Tariff Schedule of the United
States (HTS). 1






VIEWS OF THE COMMISSION

Based on the record in these investigations, we find that an industry in the United States is not
materially injured or threatened with material injury by reason of imports of stainless steel round wire
(“SSRW?) from Canada, India, Japan, Korea, Spain, and Taiwan that have been found by the Department
of Commerce (“Commerce™) to be sold at less than fair value (“LTFV”).

I. 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 imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.” Section 771(4)(A) of the Tariff Act of 1930, as amended
(“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 a domestic like product constitutes a major proportion of the
total domestic production of the 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 . . . .

The 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.* No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products, and disregards minor
variations.® Although the Commission must accept Commerce’s determination as to the scope of the
imported merchandise sold at LTFV, the Commission determines what domestic product is like the
imported articles Commerce has identified.’

1 19 U.S.C. § 1677(4)(A).
2 19U.S.C. § 1677(4)(A).
3 19 U.S.C. § 1677(10).

* See, e.g.,Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995). The Commission generally considers a
number of factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of
distribution; (4) customer and producer perceptions of the products; (5) common manufacturing facilities,
production processes and production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455, n.4;
Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’1 Trade 1996).

° See, e.g., Nippon Steel, 19 CIT at 454-55.
¢ Torrington, 747 F. Supp. at 748-49.

7 Hosiden Corp. v. Advanced Display Mfrs., 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, 747 F. Supp. at
748-752 (affirming Commission determination of six like products in investigations where Commerce found five
classes or kinds).




B. Product Description

In its notice of initiation, Commerce defined the imported merchandise within the scope of these
investigations as:

stainless steel round wire (SSRW). SSRW is any cold-formed (i.e. cold-drawn, cold-
rolled) stainless steel product of a cylindrical contour, sold in coils or spools, and not
over 0.703 inch (18 mm) in maximum solid cross-sectional dimension. SSRW is made
of iron-based alloys containing, by weight, 1.2 percent or less of carbon and 10.5 percent
or more of chromium, with or without other elements. Metallic coatings, such as nickel
and copper coatings, may be applied.®

The subject merchandise is an intermediate product used to make a multitude of wire products, such as
fasteners, springs, wire mesh, strand, wire rope, welding wire, medical instruments, and wire of other
cross sections. Producers provide SSRW in a wide range of diameters, grades, mechanical properties
and tensile strengths to meet customer specifications. SSRW is favored over carbon and lower alloy
steels for its corrosion resistance and strength under extreme conditions. SSRW sold in the United States
ranges from 0.003 to 0.703 inch (0.08 to 18 mm) in diameter, with the primary grades (chemical
composition) being 302, 304, 302HQ, 316, and 430.°

In the preliminary phase of these investigations, the Commission determined that there was one
like product. We have been presented with no new arguments or new evidence to change that finding in
this final phase of these investigations. Accordingly, for the same reasons articulated in the preliminary
phase -- the common physical characteristics, channels of distribution, manufacturing facilities and
production employees, interchangeability, and customer perceptions -- we determine that there is one
domestic like product in these investigations, consisting of all SSRW, as defined in Commerce’s scope
determination.

C. Domestic Industry

The domestic industry is defined as “the producers as a [w]hole of a domestic like product . . . .”1°
In defining the domestic industry, the Commission's general practice has been to include in the industry
all of the domestic production of the like product, whether toll-produced, captively consumed, or sold in
the domestic merchant market.!" Based on our finding that the domestic like product consists of all
SSRW, we define the corresponding domestic industry as all producers of SSRW in the United States, as
the Commission did in the preliminary determination.'

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). That provision of the statute allows

¥ See, e.g., Stainless Steel Round Wire From Canada, 64 Fed. Reg. 17324 (DOC, Apr. 9, 1999); Final Staff
Report on Investigations Nos. 731-TA-781 through 786 (Final) (“CR”), App. A.

® CR & PR atI-6.
1 19 U.S.C. § 1677(4)(A).

'!" See United States Steel Group v. United States, 873 F. Supp. 673, 681-684 (Ct. Int'l Trade 1994), aff'd, 96 F.
3d 1352 (Fed. Cir. 1996).

2 Stainless Steel Round Wire From Canada, India, Japan, Korea, Spain, and Taiwan, Invs. Nos. 731-TA-781-786
(Preliminary), USITC Pub. 3111 at 5 (“Preliminary Determination™).



the Commission, if appropriate circumstances exist, to exclude from the domestic industry producers that
are related to an exporter or importer of subject merchandise, or which are themselves importers.
Exclusion of such a producer is within the Commission’s discretion based upon the facts presented in
each case.”

In the preliminary phase of these investigations, the Commission found that five producers were
related parties: Al Tech, as a company controlled by Korean SSRW exporter Sammi Steel; *** as
importers of the subject merchandise, and Wire Industries and Sumiden, as both importers of the subject
merchandise ***.* Therefore, we may exclude these companies'® from the domestic industry if
“appropriate circumstances” exist.! ]

As in the preliminary phase of the investigations, we determine that appropriate circumstances
do not exist to exclude any of these companies from the domestic industry. None of the parties argued
for the exclusion of any company other than Sumiden. Subject imports did not represent a significant
percentage of production for *** or Sumiden."”” Al Tech ***, and supported the petition against Korea
throughout the investigation. Sumiden supported the petition against Japan in its questionnaire response,
asked to be treated as a petitioner, and testified that it had been injured by reason of subject imports.!3
This information suggests that these companies’ primary interest lies with domestic production, rather

"* See Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l Trade 1989), aff’d without opinion,
904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’1 Trade 1987).
The primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude
such parties include:

(1) the percentage of domestic production attributable to the importing producer;

(2) the reason the U.S. producer has decided to import the product subject to investigation, i.e.,
whether the firm benefits from the LTFV sales or subsidies or whether the firm must import in
order to enable it to continue production and compete in the U.S. market; and

(3) the position of the related producer vis-a-vis the rest of the industry, i.e., whether inclusion or
exclusion of the related party will skew the data for the rest of the industry.

See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’1 Trade 1992), aff’d without opinion,
991 F.2d 809 (Fed. Cir. 1993). The Commission has also considered 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., Sebacic Acid from the People’s Republic of China, Inv. No. 731-TA-653
(Final), USITC Pub. 2793, at I-7 - 1-8 (July 1994).

* CR at I11-6 - I1I-7, PR at I1I-4 - III-5.

' In the final phase of these investigations, *** reported that it was not an importer of record of subject
merchandise during the investigation period, as it had reported in the preliminary phase, so it is not a related party.

' See Torrington Co. v. United States, 790 F. Supp. at 1168; Sandvik AB v. United States, 721 F. Supp. 1322,
1331-32 (Ct. Int’l Trade 1989), aff’d without opinion, 904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United
States, 675 F. Supp. 1348, 1352 (Ct. Int’l Trade 1987).

' During 1998, imports represented *** percent of total sales for *** and *** percent for Sumiden. See
Importer Questionnaire Responses of *** and Sumiden at 5. Although *** imports increased from 1997 to 1998,
its profits decreased by ***,

18 Tr. at 113-115, 194.




than importing.” We also note that each of the related parties accounted for a relatively small share of
total domestic production, so their inclusion does not skew the overall industry data.?’ !

Accordingly, in this final phase of the investigations we determine that appropriate
circumstances do not exist to exclude any of the related parties. We therefore define the domestic
industry to consist of all domestic producers of SSRW.

IL NEGLIGIBILITY

Imports from a subject country corresponding to a domestic like product that account for less
than three percent of all such merchandise imported into the United States during the most recent 12
months for which data are available preceding the filing of the petition shall be deemed negligible.? By
operation of law, a finding of negligibility terminates the Commission’s investigations with respect to
such imports.”® The Commission is authorized to make “reasonable estimates on the basis of available
statistics™ of pertinent import levels for purposes of deciding negligibility.?*

The parties do not contest the Commission’s findings in the preliminary phase of the
investigations that imports from India, Japan, Korea, Spain, and Taiwan are not negligible, and the
record indicates no reason to revisit those findings.* Canadian producers have argued that Commerce
should have employed the standard test for determining the country of origin of carbon steel wire rod.
Under this framework, Commerce would treat all of the SSRW drawn in Canada as the product of some
other country, resulting in Canadian imports being negligible. Commerce rejected this argument, and
determined that the imports in question were subject imports.?’

Section 735(b) of the Act states that “[t]he Commission shall make a final determination” of
whether “injury, threat of injury, or material retardation to a domestic industry has occurred by reason of
imports . . . with respect to which the administering authority has made an affirmative determination
under subsection (a)(1).””* Accordingly, in light of Commerce’s finding, we consider the imports

' Commissioners Crawford and Hillman observe in addition that Petitioners have not argued for the exclusion
of Wire Industries and, thus, in light of their negative determinations they have included this company in the
domestic industry.

% Shares of 1998 production were: Al Tech, *** percent; ***; Sumiden, *** percent; and Wire Industries, ***
percent. CR & PR, Table III-1.

2! Commissioner Crawford does not join in this sentence.
2 19 U.S.C. § 1677(24)(D).
B 19 U.S.C. § 1673d(b)(1).

# 19 U.S.C. § 1677(24)(C). See also The Uruguay Round Agreements Act, Statement of Administrative Action,
H.R. Doc. 103-316, Vol. 1, at 856 (1994) (“SAA”).

% The subject countries had the following shares of total imports in 1997: India, 4.9 percent; Japan, 7.8 percent,
Korea, 16.4 percent; Spain, 3.6 percent; and Taiwan, 9.5 percent. CR & PR, Table IV-1. Spain accounted for 2.2
percent of total imports in 1998, but for the exact 12-month period preceding the filing of the petition in March
1998, it accounted for 3.5 percent of total imports. CR at IV-6, PR at
Iv-2.

% See Superior Wire v. United States, 669 F. Supp. 472 (Ct. Int’l Trade 1987).

%7 Stainless Steel Round Wire from Canada, 64 Fed. Reg. 17324, 17326 (Apr. 9, 1999) (Final), CR & PR,
App. A.

% 19 U.S.C. § 1673d(b) (emphasis added).




described in that finding to be Canadian subject merchandise, and determine that imports from Canada
are not negligible.””

II1. CUMULATION
A. In General

Section 771(7)(G)(I) of the Act requires the Commission to cumulate imports from all countries
as to which petitions were filed on the same day, if such imports compete with each other and with
domestic like products in the United States market.*°

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;

(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 necessarily 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.®> Only a “reasonable overlap” of competition is
required.*

B. Analysis

The petitions in these investigations were filed on the same day, so the first statutory test for
cumulation is satisfied. Therefore, we are required to determine whether there is a reasonable overlap of
competition both between the domestic like product and subject imports from each of the subject
countries, and among the imports from the subject countries. In the preliminary phase of the

* Canadian imports represented 17.7 percent of total imports in 1997 and 13.0 percent in 1998. CR & PR, Table
IV-1.

%19 U.S.C. § 1677(7)(G)(1). There are four exceptions to the cumulation provision, none of which apply to these
investigations.

31 See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Inv. Nos. 731-TA-278-
280 (Final), USITC Pub. 1845 (May 1986), 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).
32 See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989).

% See Goss Graphic System, Inc. v. United States, 22 CIT __, slip op. 98-147 at 8 (Oct. 16, 1998) (“cumulation
does not require two products to be highly fungible); Wieland Werke, 718 F. Supp. at 52 (“Completely
overlapping markets are not required.”); United States Steel Group v. United States, 873 F. Supp. 673, 685-86 (Ct.
Int'l Trade 1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996).




investigations, the Commission cumulated imports from all six countries subject to investigation.* It
found that the subject imports had a significant degree of fungibility with each other and the domestic
merchandise. Domestic producers and importers reported that the subject imports from the six countries
were interchangeable with each other, as were the subject merchandise and the domestic like product.
The Commission also found that the domestic like product and imports from the subject countries
compete in the same geographic markets, namely, throughout the United States.® The Commission
further found an overlap in channels of distribution for the subject imports and domestic like product,
which was primarily sales to end users, but also to distributors.’” Finally, the record showed that LTFV
imports from each of the subject countries were present in the U.S. market during each year of the
investigation period.*®

In the final phase of these investigations, we have obtained no contrary information that would
lead to a different cumulation finding. In fact, the record provides further support for the finding that
subject imports are fungible® both with each other and with the domestic like product.** Moreover, no
party argued during the preliminary or final phases of the investigations that the Commission should not
cumulate the subject imports from Canada, India, Korea, Spain, or Taiwan.

Japanese producer Suzuki Metal Industries Co., Ltd. argued that SSRW imported from Japan
should not be cumulated because these imports consist primarily of niche products that have no
counterparts among the domestic like product or the merchandise from other subject countries. The
record in this final phase of the investigations shows, however, that such niche products accounted for
only 36 percent of total imports from Japan over the entire investigation period, and 28 percent of such
imports in 1998.41 42

34 Preliminary Determination at 8.
% Id.
% 1d.
37 I—d
38 i‘;

% Commissioner Crawford finds that substitutability, not fungibility, is a more accurate reflection of the statute.
In these investigations, she finds there is sufficient substitutability to conclude there is a reasonable overlap of
competition among the subject imports and between the subject imports and the domestic like product. Therefore,
she concurs in the decision to cumulate the subject imports from all countries. See Dissenting Views of
Commissioner Carol T. Crawford in Stainless Steel Bar from Brazil, India, Japan, and Spain, Inv. Nos. 731-TA-
678, 679, 681, and 682 (Final), USITC Pub. 2856 (Feb. 1995), for a description of her views on cumulation.

“ Purchasers, who were not queried during the preliminary phase of these investigations, generally found that the
domestic and subject imports from Canada, India, Japan, Korea, Spain, and Taiwan were interchangeable. CR at II-
12, PR at II-7.

! Further, Suzuki has understated the degree of competition that it faces from U.S. and Korean producers of one
of the “niche” products, nickel-coated spring wire, which accounted for 21 percent of Japanese imports in 1998.
Domestic producers sold *** of this product in the United States as Japanese producers did. CR & PR, Table F-1.
Although Suzuki cited *** purchasers who rated domestic nickel-coated spring wire as unusable, the purchasers’
questionnaires *** of Sumiden, the sole U.S. producer of this product, failing to meet certification requirements or
being dropped for quality reasons. CR & PR, Table II-2. This statistic indicates that, as a general rule, domestic
nickel-coated spring wire meets customers’ demands, and does not have a large quality disadvantage against Japan.
Korean producers also shipped nickel-coated spring wire to the United States throughout the investigation period,
and their share of total sales of the product increased from 1996 to 1998. CR & PR, Table F-1. Since nickel-coated
spring wire represented a not insignificant share of total Japanese imports, we find that these data demonstrate a

(continued...)
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Suzuki also argues that imports from Japan outside of the niche product categories, which
accounted for the majority of such imports, faced little or no competition from domestic merchandise or
the remainder of the subject merchandise. The record shows otherwise. While most purchasers rated
Japanese SSRW as superior to domestic in terms of product quality and consistency, they generally
described Japanese products as interchangeable with both domestic and other subject merchandise.** In
addition, Japanese SSRW was used in the same applications as SSRW from the other subject countries
and the United States.*

Although Suzuki alleges that imports from Korea of nickel-coated spring wire “appear to be
targeted towards a different customer base,” the record shows that, overall, a sizable portion of total
imports from Japan and Korea consisted of commercial shipments to end users.* Therefore, it appears
that they are sold in the same channels of distribution.

Accordingly, we find that the domestic like product and subject merchandise are sufficiently
fungible, were sold in the same geographic markets and similar channels of distribution, and were
simultaneously present in the market. We therefore find a reasonable overlap of competition among the
subject imports and between the subject imports and the domestic like product and have cumulated the
LTFV imports from all six subject countries for our analysis of material injury by reason of the subject
imports.

Iv. NO MATERIAL INJURY BY REASON OF LTFV IMPORTS

In the final phase of antidumping duty investigations, the Commission determines whether an
industry in the United States is materially injured by reason of the dumped imports under

41(...continued)
reasonable overlap in competition among domestic, Japanese, and Korean products. The record also showed that
domestic resulfurized free-machining SSRW achieved levels of machinability comparable to those of Japanese
leaded SSRW, which provides further evidence of an overlap of competition. Tr. at 80-81, Petitioners’ prehearing
brief at 8-9.

“ Commissioner Askey notes that there were no imports of nickel-coated spring wire from Canada, India, Spain,
or Taiwan and, therefore, does not find a reasonable overlap of competition for those niche products among imports
from the subject countries. She nevertheless has cumulated imports from the subject countries because of the
relatively small market share held by niche products.

“ CRatII-10 - II-13, PR at II-6 - II-7. In addition, almost all importers and producers described the Japanese
product as at least somewhat interchangeable with imports from the other countries, and a majority found them
“always” interchangeable. CR at II-9 - II-10, PR at II-5 - II-6.

“ Imports from Japan fell into four of the seven end-use types for which the Commission gathered data: (1) cold
heading, which also included shipments of U.S., Canadian, Indian, Korean, and Taiwanese SSRW; (2) welding,
which also included shipments of U.S., Canadian, Korean, and Taiwanese SSRW; (3) springs, which also included
shipments of U.S., Canadian, Indian, Korean, and Spanish SSRW; and (4) weaving/braiding/knitting/tying, which
also included shipments of U.S., Canadian, Indian, Korean, Spanish, and Taiwanese SSRW.

4 Suzuki prehearing brief at 10.

4 CR & PR, Table I-1.



investigation.”’ *® In making these determinations, the Commission must consider the volume of the
dumped imports, their effect on prices for the domestic like product, and their impact on domestic
producers of the domestic like product, but only in the context of U.S. production operations.” The
statute defines “material injury” as “harm which is not inconsequential, immaterial, or unimportant.”*
In assessing whether the domestic industry is materially injured by reason of dumped imports, we
consider all relevant economic factors that bear on the state of the industry in the United States.! 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.”*? 53

4719 U.S.C. § 1673d(b).

“8 Commissioner Crawford notes that the statute requires that the Commission determine whether a domestic
industry is materially injured “by reason of” 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 unfairly traded imports,
not by reason of the unfairly traded 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 material injury to the domestic industry. It is assumed in the legislative history that the “ITC will consider
information which indicates that harm is caused by factors other than the less-than-fair-value imports.” S. Rep. No.
96-249 at 75 (1979). 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. 96-317 at 46-47
(1979). The Commission is not to determine if the unfairly traded imports are “the principal, a substantial or a
significant cause of material injury.” S. Rep. No. 96-249 at 74. Rather, it is to determine whether any injury “by
reason of” the unfairly traded 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. 100-71 at 116 (1987) (emphasis added); Gerald Metals v.
United States, 132 F.3d 716 (Fed. Cir. 1997) (rehearing denied).

For a detailed description and application of Commissioner Crawford’s analytical framework, see Certain
Steel Wire Rod from Canada, Germany, Trinidad & Tobago, and Venezuela, Inv. Nos. 731-TA-763-766 (Final),
USITC Pub. 3087 at 29 (March 1998) and Steel Concrete Reinforcing Bars from Turkey, Inv. No. 731-TA-745
(Final), USITC Pub. 3034 at 35 (April 1997). Both the Court of International Trade and the United States Court of
Appeals for the Federal Circuit have held that the “statutory language fits very well” with Commissioner
Crawford’s mode of analysis, expressly holding that her mode of analysis comports with the statutory requirements
for reaching a determination of material injury by reason of the subject imports. United States Steel Group v. United
States, 96 F.3d 1352, 1361 (Fed. Cir. 1996), aff’g 873 F. Supp. 673, 694-95 (Ct. Int’l Trade 1994).

* 19U.S.C. § 1677(7)(B)(I). The Commission “may consider such other economic factors as are relevant to the
determination,” but shall “identify each [such] factor . . . and explain in full its relevance to the determination.” 19
U.S.C. § 1677(7)(B).

0 19 U.S.C. § 1677(7)(A).

1 19 U.S.C. § 1677(7)(C)(iii).

52 19 U.S.C. § 1677(7)(C)(iii).

% Although Petitioners stress that they have not “formally requested” an extension of the three-year investigation

eriod, they have suggested that information outside of that period “be utilized essentially as a benchmark” in
p g
our material injury and threat of material injury analyses. However, the record in these investigations does not
present the circumstances that the Commission has previously cited as favoring an extended period of investigation.
See, e.g., Portable Electric Typewriters From Singapore, Inv. No. 731-TA-515, USITC Pub. 2681 at 11 (Sept.
1993) (a five-year period “covers both the decline of Smith Corona’s domestic production and the growth of

BIUSA’s domestic production, [which] is important to our evaluation of the changing nature of competition in the
(continued...)
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For the reasons discussed below, we determine that the domestic stainless steel round wire
industry is not materially injured by reason of dumped imports from the six subject countries.

A. Conditions of Competition

Several distinctive conditions of competition are relevant to our determination.>* All parties
agreed that SSRW consists of a multitude of permutations of grade, size, and end-use.”® We note that
some companies specialized in producing SSRW for particular end uses.® However, such specialization
does not restrict competition to a significant degree because the merchandise is made to customer
specifications, and each of the domestic producers is capable of making all or most of the specific
products.’” More than 40 companies produced SSRW during the investigation period,’® suggesting a
high degree of competition among domestic producers, even without LTFV and other imports.

We find that domestically produced SSRW and the subject merchandise are substitutable.
Purchasers rated domestic products as comparable to most of the LTFV imports in several areas: product
quality, product consistency, product range, packaging and discounts offered.®® There were substantial
quantities of domestic merchandise sold corresponding to each of the “niche product” categories
identified by Respondents.® ¢!

53(...continued)
market”); Large Newspaper Printing Presses, Assembled or Unassembled, From Germany and Japan, Invs. Nos.
731-TA-736 & 737, Pub. 2988 at 8-9; Grain-Oriented Silicon Electrical Steel From Italy and Japan, Invs. Nos. 701-
TA-355 and 731-TA-660 (Final), USITC Pub. 2778 at I-10 (May 1994). We also did not accede to Petitioners’
request to consider data from 1995 “as a benchmark.” The Commission was only able to obtain 1994 and 1995 data
for a subset of the domestic producers that performed quite differently from the domestic industry as a whole in
1996-1998. Therefore, we found that the producers who submitted 1994 and 1995 data were not sufficiently
representative for us to use their data to draw conclusions about the performance of the industry as a whole.
Although the 1994 and 1995 data covered approximately 80 percent of domestic production, those producers had
lower operating profits than the industry as a whole, and their profitability statistics for 1996-98 moved in different
directions and by different degrees than the industry as a whole. Compare CR & PR, Table C-2 with CR & PR,
Table C-1.

5 Because only small amounts of SSRW are used internally to produce downstream products, we find that the
captive production provision of the statute, 19 U.S.C. § 1677(7)(C)(iv), does not apply. See CR & PR, Table III-4.

% CR & PR at I-6; Petitioners’ prehearing brief at 4; Respondents’ joint prehearing brief at 18-19.
% Tr. at 75.

7 CR at I-6 & I-8, PR at I-6 - I-7; Tr. at 76.

® CR & PR at ITI-1.

% CR & PR, Table II-3.

% See CR & PR, Table F-1. However, we note that the level of substitutability was somewhat lower for imports
from Japan and Spain. See CR & PR, Table II-3.

S! As discussed previously, Commissioner Crawford concurs that Japanese imports are sufficiently substitutable
to constitute a reasonable overlap of competition for cumulation purposes, even though a portion of Japanese
imports consists of niche products. Nonetheless, the substitutability of Japanese imports is reduced by these niche
products, particularly nickel-coated spring wire. For this reason, Commissioner Crawford finds that the subject
imports from Japan are only moderate substitutes for the domestic product and the other subject imports. She finds
that the domestic product and the subject imports from the other countries are all fairly good substitutes for each
other.
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Costs for raw materials have a direct effect on the prices charged by the domestic industry.
Surcharges were one mechanism by which raw materials influenced prices. On approximately three-
quarters of the sales made by domestic suppliers during the investigation period, purchasers paid
surcharges tied to the prevailing market price for their suppliers’ main raw material inputs, including
stainless steel wire rod, chromium, nickel, and molybdenum.5? Therefore, when raw material prices
increased or decreased, prices for sales subject to surcharges automatically increased or decreased by the
same amount, as stipulated in purchasers’ contracts. Aggregate domestic industry data showed that
average unit values generally changed by the same amount as the average unit cost of goods sold,®
suggesting that price movements as driven by surcharges were emblematic of a larger tendency within
the industry for prices to move in tandem with costs, whether or not the particular cost item was subject
to a surcharge or the producers opted to impose one.*

Finally, demand for SSRW is derived from the demand for the products in which SSRW is
used,® such as springs, fasteners, knitted mesh for auto exhaust systems, and welding, which are
themselves inputs into much larger products. Thus, SSRW generally accounts for a small share of the
cost of most of the final end-use products in which it is used,® and demand for SSRW is not greatly
affected by changes in SSRW prices.*’

B. Volume of the Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the
volume of imports of the merchandise, or any increase in that volume, either in absolute terms or relative
to production or consumption in the United States, is significant.”s

The quantity and value of the subject imports increased over the investigation period. On a
quantity basis, the cumulated subject imports increased from 24.3 million pounds in 1994 to 32.5 million
pounds in 1998, an increase of 34 percent. On a value basis, the cumulated subject imports increased
from $50 million to $55.7 million from 1996 to 1998, an increase of 11.4 percent.® The market share
held by subject imports increased from 12.3 percent of apparent domestic consumption, as measured by
volume sold, in 1996 to 14.9 percent in 1997, and then to 15.8 percent in 1998. As measured by value,

% CR & PR, Table I-1.
% See CR & PR, Table VI-3.

* Raw material prices declined rapidly during the investigation period, which not only depressed prices, but also
served to depress domestic profitability through an “inventory effect.” This effect occurred because SSRW sold at
the time of declining raw material prices had been manufactured with raw materials that cost the producer more
than the then-prevalent market price. Once raw material prices level off, as occurred at the very end of the
investigation period, this depressive effect should cease. Vice Chairman Miller and Commissioner Hillman do not
join this footnote.

% CR & PR at I1-2.
% CRatII-2 - II-3, PR at II-2.
¢ CRatII-3, PR at II-2.
% 19 U.S.C. § 1677(T)(C)(D).
% CR & PR, Table IV-3.
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subject import market share rose from 11.2 percent in 1996 to 12.3 percent in 1997, and then 12.9
percent in 1998.7°

Although these increases were sizable, we find that they were not significant.” > Domestic
demand increased by almost the same amount as the cumulated subject imports from 1996 to 1998, so
the domestic market share changed by a relatively small amount. In fact, the greatest increase in
cumulated subject import volume, which occurred from 1996 to 1997, was accompanied by an even
greater increase in the volume of U.S. shipments, both of which came at the expense of nonsubject
merchandise. Domestic producers’ market share remained unchanged.” From 1997 to 1998, the volume
of subject imports increased in conjunction with a decrease in U.S. producers’ shipments.” However,
the changes were relatively small, leaving the domestic producers’ volume of shipments 3 million
pounds greater than in 1996 and their market share lower than in 1996 by only slightly more than one
percentage point.”

C. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of the subject imports,

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

7 CR & PR, Table IV-4.

"' Chairman Bragg notes that, when viewed in isolation, the increasing volume of subject imports can be
considered significant. However, in light of the price and non-price factors discussed below, and based upon the
entirety of the record in these investigations, she finds that the increasing volume of subject imports is not
significant.

2 Commissioner Crawford joins only in the factual, numerical discussion of the volume of imports here. She
does not rely on any analysis of trends in the market share of subject imports or other factors in her determination of
material injury by reason of the subject imports. She makes her finding of the significance of volume in the context
of the price effects and impact of the subject imports. For the reasons discussed below, she finds that the volume of
subject imports is not significant in light of its price effects and impact.

3 See CR & PR, Table IV-3.

™ We considered whether the decreases in Canadian and Spanish imports from 1997 to 1998 were “related to the
pendency of the investigation,” and should consequently be accorded diminished weight, pursuant to Section
771(7)(I) of the Act. However, Petitioners requested that we cumulatively assess the volume and price effects of
subject imports pursuant to Section 771(7)(G) of the Act and, as noted above, we do so here. The aggregate volume
of subject imports continued to increase after the filing of the petition, giving us no reason to conclude that
importers or foreign producers changed their marketing practices in response to the pendency of these
investigations. In addition, we note that the volumes of subject imports from different countries did not move in
lock step prior to the filing of the petition, so that the differing volume trends following the filing of the petition are
not in themselves incongruous. Therefore, in our analyses of volume, price, and impact, we did not accord lesser
weight to data pertaining to the period after the filing of the petition

 CR & PR, Table IV-4.
6 19 U.S.C. § 1677(7)(C)(ii).
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Given the substitutability of the domestic merchandise and the subject imports, price was a
factor in purchasing decisions, but not the only factor. Important non-price factors noted by purchasers
included quality, reliability, and delivery time.””

We note that the prices for subject merchandise and the domestic like product declined
throughout the investigation period, both as measured by the quarterly pricing data reported by the
parties and by average unit values.” We find that this trend was not due, to a significant degree, to the
subject imports. The average unit value of domestic merchandise, which provides a useful aggregate
measurement of changes in prices, declined by 11.2 cents from 1996 to 1997, and by 4.2 cents from 1997
to 1998. The domestic producers’ average unit cost of raw materials declined by 9.6 cents from 1996 to
1997 and by 3.2 cents from 1997 to 1998,% while their average cost of goods sold per unit declined by

7 CR & PR, Table II-1.

7® Commissioner Crawford concurs that the subject imports are not having significant effects on domestic prices.
To evaluate the effects of dumped imports on domestic prices, Commissioner Crawford compares the domestic
prices that existed when the imports were dumped with what domestic prices would have been had the imports been
fairly traded. In most cases, if the subject imports had not been dumped, their prices in the U.S. market would have
increased. In these investigations, the market share of cumulated subject imports was 15.8 percent in 1998.
However, at fairly traded prices only a small amount of this demand would have shifted away from the subject
imports. The subject imports from Korea and Taiwan held a combined market share of 8.2 percent in 1998, the
majority of the market share of the cumulated subject imports, and the dumping margins for these two sources are
very small, only 3 percent and less than 5 percent, respectively. Given these very small margins, it is likely that all
or nearly all of the subject imports from Korea and Taiwan would have continued to be sold in the U.S. market at
fairly traded prices, and thus there would not have been a shift in demand away from these subject imports.
Similarly, with margins of less than 12 percent, only some portion of the 1998 market share of 3.4 percent for the
subject imports from Canada likely would have shifted away from this source of subject imports. As noted
previously, Japanese imports are only moderate substitutes for the domestic product and the other subject imports.
Therefore, even with margins ranging from about 15 - 30 percent, only some portion of the Japanese 1998 market
share of 2.1 percent likely would have shifted away from this source of subject imports, had they been fairly traded.
With margins of almost 19 percent, it is likely that a larger portion of the 1998 market share of 1.5 percent for the
subject imports from India would have shifted away from this source of subject imports. ~With margins exceeding
25 percent, it is likely that most of the 1998 market share of 0.6 percent for the subject imports from Spain would
have shifted away from this source of subject imports. Therefore, the shift in demand away from the cumulated
subject imports would have consisted of little or none of the combined 8.2 percent market share of the subject
imports from Korea and Taiwan; only some of the 3.4 percent market share of the subject imports from Canada;
only some of the 2.1 percent market share of the subject imports from Japan; a larger portion of the 1.5 percent
market share of the subject imports from India; and most of the 0.6 percent market share of the subject imports from
Spain. Overall, the total shift in demand away from the cumulated subject imports would have been small.
Nonsubject imports accounted for 10.3 percent of the market in 1998, and thus represented some competition in the
market in that year, so it is likely that they would have captured some of the small shift in demand away from the
subject imports. Given the small shift in demand away from the subject imports and the competition from
nonsubject imports, the shift in demand towards the domestic product would not have been significant. Absent a
significant increase in demand for its product, the domestic industry would not have been able to raise its prices.
Therefore, significant effects on domestic prices cannot be attributed to the unfair pricing of the subject imports.
Consequently, Commissioner Crawford finds that subject imports are not having significant effects on prices for
domestic SSRW.

™ See CR at V-15 - V-17, PR at V-10 - V-11, CR & PR Table C-1.
% CR & PR, Table VI-3.
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11.5 cents from 1996 to 1997, and by 3.2 cents from 1997 to 1998.5! As we note above, one element of
the domestic industry’s cost structure is expressly tied to price through the mechanism of raw material
surcharges. This linkage of cost and price, along with the high degree of competition among domestic
producers, caused prices to change roughly in parallel with changes in the cost of goods sold. Therefore,
we find that these factors unrelated to imports were primarily responsible for the decline in prices that
occurred during the investigation period.

We considered whether the subject imports prevented the industry from halting the downward
trend in prices engendered by its falling cost of goods sold. The record contains no indication that
domestic producers made a sustained effort to stabilize or raise prices, either through announced changes
to list prices or by contacting individual customers. We also note that there appeared to be little
correlation between changes in volume and average unit values of subject imports and the average unit
values of domestic merchandise. When subject imports’ volume increased and unit values decreased
from 1996 to 1997, domestic producers’ unit values decreased by a far smaller amount, unit COGS fell
by more than average unit values, and domestic producers’ operating profit margin increased.®? Thus,
the domestic industry appears to have been able to slow the decline in prices somewhat in spite of a
growing subject import presence.

From 1997 to 1998, domestic producers’ average unit values again tracked unit cost of goods
sold, but the domestic producers’ operating profit margins decreased because SG&A costs increased.®
The increase in volume and decrease in average unit values of subject imports were far less in 1998 than
in 1997, and there were also far fewer instances of underselling by the subject imports.®* Since we
concluded that imports did not prevent the domestic industry from lessening the degree of price erosion
in 1997, we find that the lower incidence of underselling, lower rate of increase in volume, and lower
rate of decrease in price that occurred in 1998 are not responsible for the fact that the domestic industry
did not pass increased SG&A expenses on to its customers.

Despite the relative frequency of underselling, we do not find it to be significant. We note that
purchasers placed importance on non-price factors, such as quality and reliability, in their purchasing
decisions, which would limit price-based competition between subject imports and the domestic
merchandise to some degree. In addition, changes in the pattern of underselling in these investigations
appear to be unrelated to any adverse impact on the domestic industry. When the frequency of
underselling increased by 18 percent in 1997, the domestic industry’s operating profit margin actually
increased, and when the incidence of underselling fell back to near its previous level in 1998, the
operating profit margin decreased. Furthermore, while Petitioners made a large number of lost sales and
lost revenue allegations, purchasers who were contacted by the Commission staff denied most of the
allegations.® Accordingly, we find that the subject imports did not adversely affect prices for the
domestic like product to a significant degree. -

8 CR & PR, Table VI-3.
2 CR & PR, Table C-1.

¥ See, e.g., Certain Pasta From Italy and Turkey, 701-TA-365-366, 731-TA-734-735, Pub. 2977 at 26 and 30
(July 1996).

8 See generally CR, App. G.
8 See generally CR at V-19 - V-27, PR at V-13 - V-16.
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D. Impact of the Subject Imports on the Domestic Industry

Section 771(7)(C)(iii) provides that the Commission, in examining the impact of the subject
imports on the domestic industry, “shall evaluate all relevant economic factors which have a bearing on
the state of the industry.” 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 context of the business cycle and conditions of competition that are distinctive to the affected
industry.”s¢ 87 88

Almost all of the relevant indicators of the domestic industry’s performance changed only
slightly over the investigation period, and many improved. The domestic industry produced 153 million
pounds of SSRW in 1996, 163 million pounds in 1997, and 159 million pounds in 1998, maintaining a
capacity utilization of between 71 and 74 percent.*> The domestic industry’s total U.S. shipments began
the period at 148 million pounds, increased in 1997 to 155 million pounds and then decreased slightly to
152 million pounds in 1998. The value of these shipments began the period at $346 million, increased to
$350 million in 1997, and then decreased to $339 million in 1998.*° The number of production and
related workers decreased slightly, but productivity increased.®!

Operating income was $10.2 million in 1996, $12 million in 1997, and $8.3 million in 1998,
which represented operating income margins of 2.9 percent in 1996, 3.4 percent in 1997, and 2.4 percent
in 1998. Thus, margins increased by 0.5 percent from 1996 to 1997, and then decreased by 1 percent in
1998, for a net decrease of 0.5 percent. Net income was positive in 1996 and 1997, but fell to a loss in
1998.” The industry’s cash flow remained positive throughout the investigation period. Capital
expenditures remained high and, although they declined slightly from 1996 to 1997, the value of fixed
assets and domestic production capacity increased from 1996 to 1998,%® which indicates that the

% 19 U.S.C. § 1677(7)(C)(iii). See also SAA at 851 and 885 and Live Cattle from Canada and Mexico, Inv. Nos.
701-TA-386 and 731-TA-812-813 (Preliminary), USITC Pub. 3155 at 25, n.148 (Feb. 1999).

%7 As part of its consideration of the impact of imports, the statute specifies that the Commission is to consider
“the magnitude of the margin of dumping” in an antidumping proceeding. 19 U.S.C. § 1677(7)(C)(iii)(V).
Commerce found dumping margins within the following ranges for the subject countries: Canada, 11.18 to 11.79
percent; India, 18.64 percent; Japan, 15.2 to 29.56 percent; Korea, 3.07 percent; Spain, 24.40 to 35.80 percent; and
Taiwan, 3.94 to 4.75 percent. CR & PR at I-4.

% Chairman Bragg notes that she does not ordinarily consider the magnitude of the margin of dumping to be of
particular significance in evaluating the effects of subject imports on domestic producers. See Separate and
Dissenting Views of Commissioner Lynn M. Bragg in Bicycles from China, Inv. No. 731-TA-731 (Final), USITC
Pub. 2968 (June 1996).

¥ See CR & PR, Tables III-3 and I11-4.
* CR & PR, Table I1I-4.

' CR & PR, Table I1I-6. The domestic industry reported 1,491 production and related workers in 1996, which
decreased to 1,475 in 1997, and 1,458 in 1998. Productivity stood at 48.3 Ibs./hr. in 1996, increased to 51.9 Ibs./hr.
in 1997, and then decreased to 50.9 Ibs./hr. in 1998.

22 CR & PR, Table VI-1.
% CR & PR, Tables III-3 and VI-5.
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domestic industry maintained and even improved its physical plant. Research and development expenses
were relatively small and stable throughout the period.™

This fairly steady level of performance occurred at the same time that the volume of subject
imports increased by 34 percent and their average unit value decreased by 16.8 percent.” ° The fact that
the domestic industry registered a slight improvement in operating income in 1997, when subject import
volume increased the most, average unit values decreased the most, and underselling was the highest,
indicates that subject imports did not have a significant effect on the domestic industry.”’

While domestic revenues declined over the period of investigation, the unit cost of goods sold
declined even faster, leaving the industry with a higher gross profit in 1998 than it had in 1996. These
data, in combination with our conclusion that domestic price decreases occurred primarily because of
changes in the cost of goods sold and the high degree of competition among domestic producers, lead us
to conclude that these factors, rather than subject imports, caused the decline in operating income.

For all of the foregoing reasons, we determine that the domestic industry producing stainless
steel round wire is not materially injured by reason of dumped imports from Canada, India, Japan, Korea,
Spain, and Taiwan.

% CR & PR, Table VI-5.
% CR & PR, Table C-1.

% Commissioner Crawford does not rely on any analysis of the trends in either the statutory impact factors or the
volume of the subject imports in her determination of material injury by reason of the subject imports. However,
she concurs in the conclusion that the subject imports are not having a significant impact on the domestic industry.
In her analysis of material injury by reason of dumped imports, Commissioner Crawford evaluates the impact on
the domestic industry by comparing the state of the industry when imports were dumped with what the state of the
industry would have been had the imports been fairly traded. In assessing the impact of subject imports on the
domestic industry, she considers, among other relevant factors, output, sales, inventories, capacity utilization,
market share, employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital,
research and development and other relevant factors, as required by 19 U.S.C. § 1677(7)(C)(iii). These factors
together either encompass or reflect the volume and price effects of the dumped imports, and so she gauges the
impact through those effects. In this regard, the impact on the domestic industry’s prices, sales and overall
revenues is critical, because the impact on the other industry indicators (e.g., employment, wages, etc.) is derived
from this impact. As she noted earlier, Commissioner Crawford finds that the domestic industry would not have
been able to increase its prices had the subject imports been priced fairly. Therefore, any impact on the domestic
industry would have been on the domestic industry’s output and sales. As noted, at fairly traded prices the shift in
demand away from the subject imports would have been small, and the increase in demand for the domestic product
would not have been significant. Absent a significant increase in the demand for its product, the domestic industry
would not have been able to increase its production and sales, and therefore its revenues, significantly had the
subject imports not been dumped. Therefore, the domestic industry would not have been materially better off if the
subject imports had been fairly traded. Consequently, Commissioner Crawford determines that the domestic
industry is not materially injured by reason of the subject imports.

%" The negative net income in 1998 occurred only because of ***. See CR & PR, Table VI-2, note 1. If imports
were responsible for ***, imports of *** products should have increased in 1998 as they displaced ***’s product.
Instead, subject imports of *** wire decreased by *** percent, which is roughly equivalent to the *** percent
decrease in domestic producers’ shipments of *** wire. These figures indicate that domestic consumption of ***
wire had fallen and that this decline in consumption motivated the ***.
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V. NO THREAT OF MATERIAL INJURY BY REASON OF LTFV IMPORTS

A. Cumulation for Purposes of Threat Analysis

In determining whether a domestic industry is threatened with material injury by reason of
imports from two or more countries, the Commission has the discretion to cumulate the volume and price
effects of such imports if they meet the requirements for cumulation for present material injury.”® In
addition to considering the four cumulation factors described above,” the Commission may also consider
the similarity of trends in the volume and price of subject imports from the countries under
investigation.'® We have exercised our discretion to cumulate all subject imports for purposes of our
threat analysis. The fact that Canadian and Spanish imports decreased while the other subject countries’
imports increased in 1998 is one factor that could suggest that cumulation is not appropriate here.
However, we would not have changed our determination if we had decided not to cumulate any or all of
the subject countries.

B. Statutory Factors

Section 771(7)(F) of the Act directs the Commission to determine whether the U.S. industry is
threatened with material injury by reason of the subject imports by analyzing whether “further dumped
or subsidized imports are imminent and whether material injury by reason of imports would occur unless
an order is issued or a suspension agreement is accepted.”’” The Commission may not make
such a determination “on the basis of mere conjecture or supposition,”'*? and considers the threat factors

% 19 U.S.C. § 1677(7)(H).

% See supra.

1% See Torrington Co. v. United States, 790 F. Supp. 1161, 1172 (Ct. Int’l Trade 1992) (affirming Commission's
determination not to cumulate for purposes of threat analysis when pricing and volume trends among subject
countries were not uniform and import penetration was extremely low for most of the subject countries);
Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741-42 (Ct. Int’l Trade 1989); Asociacion
Colombiana de Exportadores de Flores v. United States, 704 F. Supp. 1068, 1072 (Ct. Int’l Trade 1988).

101 19 U.S.C. §§ 1673b(a) and 1677(7)(F)(ii).

12 19 U.S.C. §1677(7)(F)(ii). An affirmative threat determination must be based upon “positive evidence tending
to show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United States, 744 F.
Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp. v. United States, 590 F. Supp. 1273,

1280 (Ct. Int’l Trade 1984). See also Calabrian Corp. v. United States, 794 F. Supp. 377, 387-88 (Ct. Int’] Trade
1992), citing H.R. Rep. No. 98-1156 at 174 (1984).
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“as a whole.”'” In making our determination, we have considered all factors'® that are relevant to these
investigations.'%

We find no likelihood of substantially increased imports.!® As discussed in our analysis of no
material injury by reason of the subject imports, the volume of subject imports increased from 1996 to
1998, which resulted in an increase of 3.4 percentage points in the market penetration of subject imports
during the same period.'”” Most of this increase, however, occurred between 1996 and 1997, when
import volume increased by 26.9 percent. Import volume increased by only 5.6 percent from 1997 to
1998. This indicates that the rate of increase has leveled off and that a further significant increase is
unlikely.

Furthermore, there is no indication of increased capacity or excess production capacity in the
subject countries that would suggest the likelihood of substantially increased imports. Producers in
India, Japan, Korea, Spain, and Taiwan all reported high levels of capacity utilization at the end of the
investigation period, and projected similar levels in the future.’® Korean producers reported a somewhat
lower capacity utilization rate than these other countries. However, they projected that increased sales in
the future would be directed primarily to export markets outside the United States, and that the volume of
their shipments to the United States would decrease slightly.!® Although Canadian producers report a
relatively low level of capacity utilization,'" this figure remained at the same level throughout the
investigation period without a substantial increase in Canadian exports to the United States. Thus, we
conclude that Canadian capacity does not suggest the likelihood of substantially increased imports. -
Indeed, Canadian producers forecast a decrease in shipments once *** 11!

We find that there is unlikely to be a significant degree of product shifting in the countries of
exportation. Several of the producers are incapable of shifting into or out of SSRW production because
they produce few or no other products.'? Petitioners allege that antidumping duties imposed on stainless
steel wire rod from several countries in 1998'" would lead producers in those countries to circumvent

1% While the language referring to imports being imminent (instead of “actual injury” being imminent and the
threat being “real”) is a change from the prior provision, the SAA indicates the “new language is fully consistent
with the Commission’s practice, the existing statutory language, and judicial precedent interpreting the statute.”
SAA at 184.

1% The statutory factors have been amended to track more closely the language concerning threat of material
injury determinations in the Antidumping and Subsidies Agreements, although “{n}o substantive change in
Commission threat analysis is required.” SAA at 185.

1% 19 U.S.C. § 1677(7)(F)(i). Factor I regarding countervailable subsidies and Factor VII regarding raw and
processed agriculture products are inapplicable to the product at issue. See 19 U.S.C. § 1677(7)(F)(i)(I) and (VII).

196 19 U.S.C. § 1677(7)(F)(i)(LID).
17 CR & PR, Table IV-4.
105 CR & PR, Tables VII-1, VII-2, VII-3, VII-4, VII-5, and VII-6.

1 CR & PR, Table VII-4. This projection is consistent with our finding that the rate of increase in the volume of
subject imports will level off.

10 CR & PR, Table VII-1.
1 CR & PR at VII-4.
112 See Respondents’ joint prehearing brief at 45.
'3 Antidumping duties were imposed on stainless steel wire rod from Germany, Italy, Japan, Korea, Spain,
Sweden, and Taiwan. See 63 Fed. Reg. 49327-49335 (Sept. 15, 1998)
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the orders by drawing their wire rod into wire and shipping the wire to the United States.!"* However,
Petitioners admitted that the imposition of the wire rod orders did not in fact lead to the decline in the
supply of wire rod that they predicted, suggesting that there was no significant shifting of production
from stainless steel wire rod to SSRW."* Therefore, we decline to speculate that these foreign producers
will shift to SSRW production. Consequently, we do not find that “further dumped . . . imports are
imminent.”!!¢

We do not find that imports of the subject merchandise are likely to enter the U.S. market at
prices that are likely to depress or suppress domestic prices to a significant degree. None of the parties
has suggested that the nature of competition between subject imports and domestic merchandise will
change in the future. We find that imports of SSRW from Canada, India, Japan, Korea, Spain, and
Taiwan are not having significant effects on domestic prices, and we have no evidence to suggest such
effects in the imminent future.

We note that U.S. importers’ volume of inventories of the subject merchandise was a relatively
small fraction of total subject imports. The absolute volume of inventories increased, but so did the total
volume of subject imports, with the result that the ratio of subject import inventories to subject imports
did not change appreciably from 1996 to 1998.!"7 Therefore, we conclude that U.S. inventories of the
subject merchandise do not indicate the likelihood that material injury will occur unless an order is
issued.

Finally, because research and development expenditures fluctuated only slightly during the
investigation period,'"® we conclude that the subject imports are not likely to have negative effects on the
domestic industry’s existing development and production efforts or on “efforts to develop a derivative or
more advanced version of the domestic like product.”’’* We also find no evidence of “any other
demonstrable adverse trends™ that indicate that there is likely to be material injury by reason of the
subject imports from Canada, India, Japan, Korea, Spain, and Taiwan.'?® Therefore, we do not find that
material injury “would occur unless an order is issued or a suspension agreement is accepted.”'2! 122

14 Tr. at 47.

15 Tr, at 60.

116 19 U.S.C. § 1677(7)(F)(ii).

7 CR & PR, Table VII-7.

8 CR & PR, Table VI-5.

119 Tariff Act of 1930, § 771(7)(F)(I)(VILL), 19 U.S.C. § 1677(7)E)I)(VIID).

12 We have considered the present condition of the domestic industry as among the “relevant economic factors”
in our threat of material injury analysis.

21 19 U.S.C. § 1677(7)(F)(iii).

122 The European Union recently imposed provisional antidumping and countervailing duties on certain SSRW
from India and Korea. Official Journal of the European Communities, 24 March 1999 at L 79/1-79. Section
771(7)(F)(iii) of the Act requires the Commission to consider whether “dumping in the markets of foreign countries
(as evidenced by dumping findings or antidumping remedies in other WTO member markets . . . ) suggests a threat
of material injury to the domestic industry.” 19 U.S.C. § 1677(7)(F)(iii)(I). We note that the EU remedy is
provisional and therefore is subject to change. We also note that India and Korea account for 26.4 percent of total
U.S. imports and there is no indication that Indian and Korean exporters are diverting shipments from the EU to the
United States. CR & PR, Table IV-1. Accordingly, we do not find that the provisional EU remedy suggests a
threat of material injury to the domestic industry.
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For the reasons discussed above, we find that the domestic industry producing SSRW is not

threatened with material injury by reason of subject imports from Canada, India, Japan, Korea, Spain,
and Taiwan.

CONCLUSION

For the foregoing reasons, we determine that the domestic industry producing certain stainless
steel round wire is neither materially injured nor threatened with material injury by reason of imports of
stainless steel round wire from Canada, India, Japan, Korea, Spain, and Taiwan, that were found to be
sold in the United States at less than fair value.
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PART I: INTRODUCTION

BACKGROUND

These investigations result from a petition filed by ACS Industries, Inc., Woonsocket, RI; Al
Tech Specialty Steel Corp., Dunkirk, NY; Branford Wire & Manufacturing Co., Mountain Home, NC;
Carpenter Technology Corp., Reading, PA; Handy & Harman Specialty Wire Group, Cockeysville, MD;
Industrial Alloys, Inc., Pomona, CA; Loos & Co., Inc., Pomfret, CT; Sandvik Steel Co., Clarks Summit,
PA; Sumiden Wire Products Corp., Dickson, TN; and Techalloy Co., Inc., Mahwah, NJ, on March 27,
1998, alleging that an industry in the United States is materially injured and threatened with material
injury by reason of LTFV imports of stainless steel round wire' from Canada,? India, Japan,® Korea,
Spain, and Taiwan. Information relating to the background of the investigations is provided below.*

Mar. 27, 1998 | Petition filed with Commission; Commission institutes 63 FR 16827,
investigations Apr. 6, 1998
May 12,1998 | Initiation of investigations by Commerce 63 FR 26150,

May 12, 1998

June 11, 1998 Commission’s preliminary determinations 63 FR 33393,
June 18, 1998

Nov. 16, 1998 | Commerce’s preliminary determinations and postponement of | 63 FR 64042,
final determinations! Nov. 18, 1998

Nov. 16, 1998 | Scheduling of final phase of the Commission’s investigations | 63 FR 66577,
Dec. 2, 1998

Continued on next page.

! For purposes of these investigations, Commerce has defined the subject stainless steel round wire (SSRW) as
“any cold-formed (i.e., cold-drawn, cold-rolled) stainless steel product of a cylindrical contour, sold in coils or
spools, and not over 0.703 inch (18 mm) in maximum solid cross-sectional dimension. SSRW is made of iron-
based alloys containing, by weight, 1.2 percent or less of carbon and 10.5 percent or more of chromium, with or
without other elements. Metallic coatings, such as nickel and copper coatings, may be applied.” SSRW is provided
for in subheading 7223.00.10 (statistical reporting numbers 7223.00.1015, 7223.00.1030, 7223.00.1045,
7223.00.1060, and 7223.00.1075) of the HTS, with a 1999 normal trade relations or general duty rate of 4.6 percent
ad valorem, applicable to imports from the subject countries. A complete description of the imported products
subject to investigation is presented in The Product section of this part of the report.

? Carpenter and Techalloy are not petitioners in the Canadian investigation.

* Sumiden was not a petitioner in the Japanese investigation during the Commerce proceeding. However, the firm
has indicated its support for the petition (Sumiden questionnaire response (“QR”), p. 3, and hearing transcript
(“HTR”), pp. 113-114). In addition, the firm currently wishes to be considered as a petitioner in the investigation
involving Japan, but has been unable to amend the petition because Commerce’s record has closed (Apr. 8, 1999,
submission of Robert Olson, President, Sumiden Wire Products Corp.).

* Federal Register notices cited in the tabulation since Commerce’s initiation are presented in app. A.
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Apr. 2, 1999 Commerce’s final determinations 64 FR 17317,
Apr. 9, 1999
Apr. 6, 1999 Commission’s public hearing? Not applicable
May 10, 1999 | Commission’s vote Not applicable
May 18,1999 | Commission determinations due to Commerce Not applicable

ORGANIZATION OF THIS REPORT

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) provides that in
making its determinations of injury to an industry in the United States, the Commission--

shall consider (1) the volume of imports of the subject merchandise, (II) the
effect of imports of that merchandise on prices in the United States for
domestic like products, and (III) the impact of imports of such merchandise
on domestic producers of domestic like products, but only in the context of
production operations within the United States; and. . . may consider such
other economic factors as are relevant to the determination regarding
‘Whether there is material injury by reason of imports.

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

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

In evaluating the effect of imports of such merchandise on prices, the
Commission shall consider whether. . .(I) there has been significant price
underselling by the imported merchandise as compared with the price of
domestic like products of the United States, and (II) the effect of imports of
such merchandise otherwise depresses prices to a significant degree or
prevents price increases, which otherwise would have occurred, to a
significant degree.
In examining the impact required to be considered under subparagraph
(B)(i)(1I]), the Commission shall evaluate (within the context of the
business cycle and conditions of competition that are distinctive to the
affected industry) all relevant economic factors which have a bearing on
the state of the industry in the United States, including, but not limited to
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... (D) actual and potential decline in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (II) factors
affecting domestic prices, (III) actual and potential negative effects on cash
Sflow, inventories, employment, wages, growth, ability to raise capital, and
investment, (IV) actual and potential negative effects on the existing
development and production efforts of the domestic industry, including
efforts to develop a derivative or more advanced version of the domestic
like product, and (V) in [an antidumping investigation], the magnitude of
the margin of dumping.

Information on the subject merchandise, margins of dumping, and domestic like product are
presented in Part I. Information on conditions of competition and other relevant economic factors are
presented in Part II. Part III presents information on the condition of the U.S. industry, including data on
capacity, production, shipments, inventories, and employment. The volume and pricing of imports of the
subject merchandise are presented in Parts IV and V, respectively. Part VI presents information on the
financial experience of U.S. producers.

The statutory requirements and information obtained for use in the Commission’s consideration of
the question of threat of material injury are presented in Part VII.

SUMMARY DATA

A summary of data collected in the investigations is presented in appendix C.> Except as noted, U.S.
industry data are based on questionnaire responses of 24 firms that accounted for approximately 85 percent
of U.S. production of SSRW during 1997. U.S. imports are based principally on official statistics of
Commerce.®

PREVIOUS INVESTIGATIONS

Previous petitions for import relief for SSRW products were filed pursuant to section 201 of the
Trade Actof 1974 (19 U.S.C. § 2411) and pursuant to the Antidumping Act of 1921 (19 U.S.C. § 160). The
201 action began on December 12, 1975, when the domestic industry filed a petition with the Commission
seeking relief from imports of SSRW. In June 1976, the Commission found that SSRW was not being
imported into the United States in such increased quantities as to be a substantial cause of serious injury, or
threat thereof, to the domestic industry.” On July 14, 1978, the U.S. industry filed an antidumping petition
with the U.S. Treasury Department concerning imports of SSRW from Japan. On April 17, 1979, petitioners
asked that the petition be withdrawn because the “trigger price mechanism” program that was being
administered by Treasury covered SSRW. On May 3, 1979, Treasury published a notice terminating the
antidumping investigation.®

5 Available summary data concerning SSRW for the period 1994-98 is presented in table C-2.
¢ For further discussion of the use of official import statistics see the U.S. Imports section of Part IV of this report.
7 Round Stainless Steel Wire, USITC Pub. 779, Inv. No. TA-201-13 (June 1976).
8 Petition, pp. 7-8.
I-3



THE NATURE AND EXTENT OF SALES AT LTFV

Commerce determined that the subject products from Canada, India, Japan, Korea, Spain, and
Taiwan are being, or are likely to be, sold in the United States at LTFV. The following tabulation
provides the weighted-average dumping margins (in percent ad valorem) determined by Commerce for

countries and companies subject to these investigations:®

Country and company

Canada--

Central Wire . . ......................

Greening Donald . . . .............

Allothers ....................
India--

Raajratna ..........................

Allothers ....................
Japan--

Nippon Seisen ......................

Suzuki .......... ... ... .. ...

Allothers ....................
Korea--

KoreaSangsa .......................

Allothers ....................
Spain--

Inoxfil ........ ... ... ... .. . .. ...

Allothers ....................
Taiwan--

Dumping margins--!

Preliminary  Final
(percent ad valorem)
11.89 11.79
5.30 11.18
10.23 11.64
18.972 18.64
18.97 18.64
29.567 29.56
29.56% 29.56
15.20 15.20
1.333 3.07
0.00 3.07
35.80? 35.80
24.40 24.40
3.95 3.94
1.83° 4.75
3.95 4.47

' Commerce’s period of investigation was January 1, 1997, through December 31, 1997.
* Adverse facts available rate; the firms failed to respond to Commerce’s questionnaire.

3 De minimis.

® As indicated, Commerce made a negative preliminary determination with respect to imports from Korea.

Pending Commerce’s final determination, however, the final phase of the Commission’s investigation with respect

to imports from Korea was scheduled, for purposes of efficiency.
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THE PRODUCT

Commerce has defined the imported stainless steel round wire subject to the scope of its
investigations as--'°

“any cold-formed (i.e., cold-drawn, cold-rolled) stainless steel product of a cylindrical
contour, sold in coils or spools, and not over 0.703 inch (18 mm) in maximum solid
cross-sectional dimension. SSRW is made of iron-based alloys containing, by weight,
1.2 percent or less of carbon and 10.5 percent or more of chromium, with or without
other elements. Metallic coatings, such as nickel and copper coatings, may be applied.

Commerce also determined that “stainless steel wire rod cold-drawn in Canada to produce stainless steel
round wire is substantially transformed into a Canadian product and is within the scope of the
investigation, regardless of the origin of the stainless steel wire rod input.”!!

DOMESTIC LIKE PRODUCT

During the preliminary phase of these investigations the Commission found a single domestic
like product consisting of stainless steel round wire.’> The Commission noted that “(w)hile there are
numerous distinctions among the many specifications for SSRW, the record describes a broad continuum
of products without any clear dividing lines.”™ During these final investigations no party has argued for
an alternative definition of the domestic like product." Information gathered during these investigations
concerning the like product factors, for both imported and domestically-produced SSRW, is presented
below.

10 See, e.g., Notice of Final Determination of Sales at Less Than Fair Value-Stainless Steel Round Wire From
Japan; 64 FR 17318, Apr. 9, 1999.

11 See, Notice of Final Determination of Sales at Less Than Fair Value-Stainless Steel Round Wire From
Canada; 64 FR 17326, Apr. 9, 1999.

> The Commission’s decision regarding the appropriate domestic products that are “like” the subject imported
products is based on a number of factors, including (1) physical characteristics and uses; (2) common
manufacturing facilities and production employees; (3) interchangeability; (4) customer and producer perceptions;
(5) channels of distribution; and, where appropriate, (6) price. Pricing information is presented in Part V of this
report.

1 See, Stainless Steel Round Wire from Canada, India, Japan, Korea, Spain, and Taiwan, Invs. Nos. 731-TA-781
through 786 (Preliminary), USITC Pub. 3111 (June 1998), p. 4, hereinafter referred to as “Preliminary Report.”

' During these investigations petitioners and respondents agreed that there is one domestic like product (petition,
pp. 53-56, and conference transcript (CTR), p. 120). SSRW is considered to be a continuum product with
numerous overlapping variations in chemistry and end use; nevertheless, it is recognized within the industry as the
same basic product. However, respondents identified several submarkets requiring SSRW with different
characteristics and qualities based on end use, and suggested that this attenuates to a significant degree any impact
that the prices of one type of imported SSRW used in one submarket will have on any other type of domestic
SSRW used in another submarket (prehearing brief of Wilkie Farr & Gallagher (for Suzuki and Daido), pp. 9-14).
See the section entitled Cumulation Considerations in Part IV of this report for a further discussion of product
groups, types, and niche/specialty classifications.
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Physical Characteristics and Uses

SSRW is an intermediate product used to make a multitude of wire products including, but not
limited to, fasteners, springs, wire mesh, strand, wire rope, welding wire, medical instruments, and wire
of other cross sections. SSRW is available in a wide range of diameters, grades, mechanical properties,
and tensile strengths as determined by customer specifications.'” The domestic industry reportedly
produces wire along the entire spectrum of SSRW.'¢ Stainless steel is used in place of carbon and other
lower grade alloy steels primarily for its corrosion resistance and strength under extreme conditions,
including elevated temperature. The size range of SSRW produced in the United States is from 0.003
inch to 0.703 inch (0.08 to 18 mm) in diameter, with the primary grades (chemical composition) being
302, 304, 302HQ, 316, and 430."

Several finishes for SSRW can be applied, depending on the additional processing requirements
of the downstream wire products. As stated at the conference during the preliminary phase of these
investigations, “it is possible to produce a variety of surface finishes by varying the precoat, drawing
lubricants, and drawing dies to meet the customers’ surface finish requirements.”'® These finishes are oil
(or grease) drawn, diamond drawn, copper-coated, tinned, or lead-coated.” Coatings such as copper or
nickel add further lubrication to the wire for additional processing. ***.

Manufacturing Facilities and Production Employees

SSRW is produced by cold finishing® coiled, hot-rolled, and annealed stainless steel wire rod.
The manufacture of SSRW follows a general production process that consists of several sequential steps.
Stainless steel wire rod, a coiled, hot-rolled product, is first annealed to soften the material and then
pickled in an acid bath to remove the scale.’ The rod is coated with lime or borax to prepare it for the
drawing process. This “cold”? process consists of several passes through sequentially narrower dies to,
in effect, stretch the rod down to a smaller diameter wire. The dies are generally made from tungsten
carbide, diamonds, or synthetic diamonds, depending on the size and finish desired. The friction caused
by the passage of the wire through a die is controlled by either a soap-based (dry) or oil-based (wet)
lubricant, depending on the size of the wire.” If the heat generated from the friction is not controlled, the
dies will have a short life and the product surface will suffer.?* The dies are water-cooled throughout the
process.

1 TR, p. 19.
16 Ibid., p. 26.
1 Ibid., p. 19.

8 CTR, p. 26.

' Specialty Steel Industry of North America, “Designer Handbook: Finishes for Stainless Steel,” undated
publication, p. 9.

% Cold finishing includes cold drawing and cold rolling.

21 *+*; fieldtrip notes of Valerie Newkirk and Tracy Quilter, Apr. 10, 1998, and telephone interview with
Carpenter officials, May 19, 1998.

% Cold-drawn refers to the fact that the manufacturing process takes place at ambient temperature.

% Tungsten carbide dies are generally used for larger diameter wires, while diamond (or synthetic diamond) dies
are used for fine wires with diameters of less than 0.05 inch; petition, p. 52. The finer sizes are drawn using a wet
lubricant.

2 Mark Marselli, “Lubrication for wiredrawing,” Wire Journal International, Apr. 1995, p. 38.
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After the wire passes through the dies, it is coiled or spooled. If further processing is required to
draw it down to a finer size, the wire is then annealed, cleaned, and cold-drawn through another set of
dies. This process can be repeated several times, as needed.”

Producers of SSRW obtain stainless steel wire rod from both domestic and foreign sources.
Carpenter and Al Tech are integrated specialty steelmakers that produce stainless steel wire rod, some of
which is captively consumed to make wire. Independent wire drawers buy stainless steel wire rod from
Carpenter, Al Tech, or Republic®® and/or from many foreign suppliers.”” A third segment of the industry
purchases SSRW for further processing.?®

The petitioners have stated that the “process by which these different types of stainless steel
round wire are produced is virtually identical.”” The domestic industry uses the same general types of
production facilities and employees; however, modifications to the machinery are made by individual
companies to increase efficiencies. For example, ***. This is also true of some foreign producers.
Greening Donald of Canada noted that in addition to general wire-producing equipment and methods, its
measuring line ***3° In addition to the rod chemistry, the choice of dies and lubricants determines the
end use of the wire. Allocation of production capabilities depends on market factors. Companies may
focus their production on certain market segments. For example, ***3! The equipment and facilities
used to produce SSRW can be used to produce other types of wire, such as *** 32

SSRW can also be made by cold-rolling wire rod into rough cold-finished or cold-formed wire
that is not suitable for finished products. The wire rod is rolled through continuous sets of rolls, rather
than passed through dies.*» Cold-rolling is considered an intermediate process and reportedly accounts
for only a small percentage of total SSRW production.>*

5 TR, p. 20.
%6 Carpenter purchased a fourth rod producer, Talley, in early 1998.

%7 See U.S. International Trade Commission, Stainless Steel Wire Rod from Germany, Italy, Japan, Korea, Spain,
Sweden, and Taiwan, USITC publication 3060, Sept. 1997. The seven countries subject to those investigations
supplied 92 percent of aggregate U.S. imports of stainless steel wire rod in 1997.

% Data submitted in response to the Commission’s questionnaires indicate that rod as a share of the total cost to
produce SSRW ranged from *** to *** percent for coarse wire, with a weighted average of 60 percent; and from
*** to *** percent for fine wire, with a weighted average of 48 percent. Data from *** producers of SSRW
manufactured from redraw wire indicate that the redraw SSRW as a share of the total cost to produce SSRW
accounted for a weighted average of *** percent for coarse wire, and a weighted average of *** percent for fine
wire.

2 HTR, pp. 19-20.

3% Postconference brief of Coudert Brothers, app. 12-3.

3! Fieldtrip notes of Valerie Newkirk and Tracy Quilter, Apr. 10, 1998.
32 Producer QR of *** p. 4.

% The advances in technology provided by the Morgan-Koch 12-hole machine largely eliminate the cost
advantages of the cold-rolling process as a finer diameter can be achieved without first cold-rolling the wire rod.

3 CTR, p. 68.
17
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Interchangeability and Customer and Producer Perceptions

Generally, foreign and domestic SSRW can be used interchangeably, depending on the
specifications set out by the customer. The qualities of SSRW vary in grade, size, tensile strength, and
end use. Not all producers make all types of SSRW. Counsel for two Japanese producers has argued
that two specialty, lead-containing grades of SSRW (SF20T and DSR16FA) are imported only from
Japan and are not produced domestically.”* Counsel argues that these leaded products are used in the

production of ball point pens, *** 3¢ Respondents suggest that in these applications, these two grades of

SSRW may be more interchangeable with brass wire than with other forms of SSRW.%’
Channels of Distribution

Table I-1 presents data relating to the channels of distribution of SSRW. As shown, U.S.
producers and importers from the subject countries sell to both distributors and end users. The vast

majority of sales are to end users by both U.S. producers (approximately 75 percent of U.S. shipments) -

and U.S. importers (approximately 70 percent of shipments).

Some domestic producers own their distribution system, while others may sell to independent
steel service centers. For example, Carpenter owns its own distribution company with 25 locations
worldwide. Wire redrawers, who are both consumers and producers of SSRW, purchase SSRW for
further processing before selling to end users or distributors. Generally, the industry does not target
particular regions; however, some customers are concentrated in specific areas. For example, a large
number of cold-heading SSRW customers are located in the Northeastern United States, where there is
significant standard fastener production. The aerospace industry in California is another important
customer base.*®

% Prehearing brief of Willkie Farr & Gallagher (for Suzuki), p. 4.

3 Ibid., pp. 5-6.

37 Ibid.

38 Fieldtrip notes of Valerie Newkirk and Tracy Quilter, Apr. 10, 1998.
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(in percent)
Domestic Product 25.2 69.9 5.0 74.8
Imported product from--
Canada 10.0 55.9 34.0 90.0
India 43.1 56.2 0.7 56.9
Japan 14 95.3 3.3 98.6
Korea 55.9 36.3 7.8 441
Spain 8.1 91.9 0.0 91.9
Taiwan 54.6 28.6 16.8 454
Total subject imports 32.1 51.9 16.1 67.9
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET
MARKET SEGMENTS

Most SSRW is sold to end users for the manufacture of an almost infinite number of products,
including fasteners and other cold-headed products, automotive products, springs, strand, rope, welding
wire, woven and knitted products, lashing wire, etc.! These products are critical elements in industries
including aerospace, automotive, chemical, marine, petrochemical, medical, communications, and food-
processing, and in other consumer and industrial applications.2 SSRW, because of its inherent
metallurgical characteristics, such as its hardness, noncorrosiveness, and resistance to very high
temperatures, is required or preferred for particular end-use applications.

U.S. producers reported that in 1998, 74.8 percent of shipments were to end users and 25.2
percent were to distributors. Importers of SSRW from the subject countries reported that in 1998, 67.9
percent of shipments were to end users and 32.1 percent were to distributors.?

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply

The sensitivity of the domestic supply of SSRW to changes in price depends upon such factors as
the existence of excess capacity, the levels of inventories in relation to sales, the ease of shifting facilities
to the production of other products, and the existence of export markets. Most evidence indicates that
the supply is fairly sensitive to changes in price. U.S. producers of SSRW manufacture virtually the
entire range of wire (almost every grade, size, and type) that is consumed worldwide.* U.S. capacity
utilization rates increased from 71.2 percent in 1996 to 72.2 percent in 1998, indicating that the industry
has the ability to expand output in response to changes in price. The availability of inventories also
points to some flexibility in adjusting output in response to price changes. The ratio of end-of-period
inventories to U.S. shipments was 16.0 percent in 1996, 15.9 percent in 1997, and 16.4 percent in 1998.
In addition, the largest U.S. producers are able to shift their facilities from production of SSRW to other
products in response to changing market conditions. Ten producers, which accounted for over 76 percent
of U.S. shipments of SSRW in 1998, reported that the machinery and equipment they used in making
SSRW is also used to make other products, including stainless steel bar and rod, high nickel alloy wire,
and antenna wire. All of these producers reported that they have never shifted from SSRW to other
products in response to price changes. However, *** said that during the past 3 years it has attempted to
develop more nickel alloy business because of decreasing prices received for SSRW. *** indicated that
it ceased manufacturing all 300 series SSRW and now purchases it instead. This firm found this process
to be more cost effective than manufacturing SSRW itself due to price competition and process
restrictions.

The export data indicate that producers have little flexibility in diverting shipments to or from
export markets in response to changes in the price of SSRW. Exports account for a relatively small share
of total shipments, ranging between 3.1 percent and 3.6 percent annually during 1996-98. Therefore,
exports are not a significant factor that increases the sensitivity of supply to changes in price.

ICTR, p. 11.

ZHTR, p. 25.
3 Importers sell the same range of SSRW to the same types of end users as do domestic producers.
* Individual producers, however, do not produce the entire range of products. HTR, pp. 75-76.
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U.S. Demand

The demand for SSRW depends upon the demand in a wide variety of end-use applications by
major industrial consumers, including the U.S. auto industry and others.® When asked to list the most
common end uses of this product, producers and importers frequently reported that it is used in the
production of springs, fasteners, knitted wire mesh for auto exhaust systems, lashing wire, and welding
applications. When asked how overall demand for SSRW has changed in the United States since 1996,
the majority of producers and importers reported that demand has remained stable or has increased
during this period. Of the 16 producers that responded, 6 reported an increase in demand, 6 reported that
demand has been stable, and 4 stated that it has decreased.® Of the 27 importers that responded, 9 said
that demand has increased, 9 reported that it has been stable, 3 stated that it has decreased, and 6 reported
that they did not know.” One of the producers and 2 of the importers that reported reduced overall
demand attributed the decrease to a sharp fall in sales to the airbag industry, which had previously been a
major consumer of SSRW. Since 1995 this industry has shifted from the use of SSRW to the use of
carbon steel wire in the production of airbags.®

The sensitivity of the overall demand for SSRW to changes in price depends upon the
availability of substitute products and the cost of this wire as an input in final products. Since much of
the SSRW marketed in the United States faces little, if any, competition from wire made from other
materials, the demand for SSRW is probably relatively insensitive to changes in its price. At the same-
time, SSRW generally accounts for a small share of the cost of most of the final end-use products in
which it is used as an input.

Substitute Products

Although there are substitutes for SSRW, the potential for substitution is limited in many cases
by the special properties of SSRW. In fact, some producers and the majority of importers and purchasers
stated that there are no substitutes. One producer stated that its unique properties of strength and
corrosion resistance make SSRW superior to carbon steel, aluminum, copper, plastic, and plastic-coated
steel wire. Galvanized steel wire can be a substitute in some applications, but once the galvanized
coating is nicked or worn away the base metal may rust. Nickel alloy is similar to SSRW in corrosion
resistance and strength but is much more expensive.

* Overall demand for SSRW has increased in recent years due to the strength of the economy and the use of
SSRW in new applications to replace carbon steel products. For example, ***; postconference brief, Coudert
Brothers, p. 35.

¢ *** responded that demand had declined based on its sales and not on the market as a whole. Two producers
estimated the annual growth to be between 2 and 3 percent while a third producer estimated that demand has
increased between 6 and 7 percent since 1996.

7 Five importers estimated the growth to be between 3 and 5 percent annually.

® Respondents testified at the conference that there was a surge in demand and a shortage of supply for the type of
SSRW used in airbags in 1995; CTR, p. 87. A witness for the Canadian respondents testified that in late 1996 the
airbag industry developed a new design for driver side inflators, permitting the industry to move away from
stainless steel mesh in favor of cheaper carbon steel. This caused a significant drop in demand for SSRW in the
automotive industry, which may have been compensated for by increasing demand in other industry sectors; CTR,
pp. 107-110 and 123.
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Cost Share

Since SSRW is sold to industrial consumers for use in the production of a wide range of final
products, it is difficult to generalize concerning its typical cost share in final products. The cost share
accounted for by SSRW can vary greatly by application. Purchasers reported cost shares that ranged
from less than *** percent for applications such as automotive exhaust systems and teflon hoses to ***
percent for fasteners.

SUBSTITUTABILITY ISSUES
Factors Affecting Purchases

Some purchasers (20 of 40) stated that they attempt to maintain several sources of SSRW. The
major reasons were to maintain competitive pricing and to ensure availability of wire when needed. One
purchaser responded that it maintains several sources because domestic producers refused to supply the
firm in 1996 and 1997. It also stated that it needs to have several sources of product because of its larger
alloy band requirements.

For those firms that purchased from a single supplier or country, many purchased from the
United States. Reasons for purchasing solely from the United States included: the United States is the
only qualified source, the amount of purchases is small so it is not worth looking for other suppliers,
competitive pricing, and delivery convenience.

Twenty-eight of 59 purchasers reported that they specifically order SSRW from one producer or
country over other possible sources of supply. Purchasers have selected the U.S. product for its shorter
delivery times, long relationships with U.S. suppliers, only qualified source for welding grades
purchased, preference for U.S. products since a U.S. citizen, transport costs have made imports non-
competitive, and extremely low volume does not pay to shop around. One purchaser selected Canadian
product since it meets AWS specs and has been consistent over time. Another purchaser prefers
Canadian product for its quality, technical service, and reliability. Purchasers elected to purchase from
Japan for its better quality and specific products, 0.014 inch diamond-drawn nickel-coated and nickel-
coated diamond-drawn bright, which are not available from domestic mills. Reasons for the selection of
Spanish product included that it is all the firm knows, the stainless steel is less expensive from Spain,

- and the firm has not had any quality problems with the Spanish product. Two firms prefer to purchase
from the non-subject country of Sweden. One purchases proprietary product from Sweden and the other
purchases the Swedish product since the industry has a distinct preference for Swedish material for non-
aerosol sprayer springs. .

Purchasers were asked to rate the importance of 14 different factors in their purchase decisions.
Table II-1 lists the factors and provides the average of the purchasers’ responses by country.

Quality was named by 54 of 61 purchasers as one of the top three factors generally considered
in deciding from whom to purchase SSRW, with 40 naming quality as the number one factor. Price
was named by 52 purchasers, 8 of which named it as the most important factor. Availability and
delivery were also cited as important factors by a large number of purchasers.

Purchasers were asked if the lowest-priced SSRW will always win a sale--2 reported this is
always true, 18 reported usually, 34 reported sometimes, and 5 reported never. Purchasers reported
that they consider a number of other factors, particularly quality, delivery, availability, manufacturer’s
reputation, reliability, packaging available, and technical services.
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Availability 29 2.8 2.8 2.8 29 27 28
Delivery terms 25 24 2.8 25 26 25 24
Delivery time 29 27 2.8 27 238 23 27
Discounts offered 21 25 26 22 24 23 2.7
Lower price 24 24 28 26 2.8 29 28
Minimum gty requirements 23 24 25 2.3 25 2.0 27
Packaging 23 24 25 27 26 2.0 22
Product consistency 3.0 29 3.0 3.0 3.0 2.9 2.9
Product quality 3.0 3.0 3.0 3.0 3.0 3.0 29
Product range 2.1 23 25 24 2.4 23 23
Reliability of supply 29 238 3.0 29 29 27 238
Technical support/service 24 23 2.0 24 24 23 2.0
Transportation network 21 21 25 23 23 22 1.8
U.S. transportation costs 2.2 2.2 2.7 22 2.3 3.0 22

Purchasers provided a variety of answers to the question of what characteristics does your firm
consider when determining the quality of a supplier’s SSRW. The most common characteristics were the
surface finish, tensile strength, chemical analysis, spooling/coiling capabilities, and delivery. Many
purchasers also listed specific industry specifications such as ABS approvals and conformance to ASTM
and AWS specifications.

The majority of producers and importers reported that purchasers often require some form of
product certification before buying SSRW from a supplier of the product being sold.” Most of the
requirements consist of standards set by independent organizations such as the ASTM, the AISI, and
others. Some producers and importers stated that their customers require that the product meet standards
set by the ISO, the International Organization for Standards, which develops world-wide standards for a
wide range of industrial products. In some cases suppliers are required to submit samples for a
qualification process. This process may range from a few weeks to as much as 2 years.

° Twenty-six of 35 purchasers confirmed that they require suppliers to become certified or prequalified with
respect to the quality, chemistry, strength, or other performance characteristics of the SSRW. According to the
purchasers, the time to qualify a new supplier ranged from 1 week to 2 years.
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Purchasers were then asked if any domestic or foreign producers failed in their attempts to
qualify their SSRW or if any producers lost their approved status. Fourteen of 51 purchasers stated that
a supplier has either failed or lost approval status. Table II-2 provides information on suppliers that
failed certification, lost certification approval, or were dropped by a purchaser.

Table 11-2
SSRW: Suppliers that failed certification or were dropped by a purchaser

Comparisons of the Domestic Products to the Subject Imports

U.S. producers of SSRW frequently compete for sales with imports of similar products from
Canada, India, Japan, Korea, Spain, and Taiwan even though some factors limit the competition.
Imported SSRW from these countries is considered broadly interchangeable in use with domestically
produced products by most producers and importers.!® Despite the similarities, questionnaire
respondents frequently reported that they consider the imports to be different from domestic SSRW in
one or more categories, such as quality, availability, or product range. There are also differences in lead
times in delivery.

U.S.-produced SSRW is marketed throughout the United States, as are the imports from most of
the subject countries. When asked to describe the geographic area in which their firm sells SSRW, 13
U.S. producers that responded said that it is sold nationwide and another 6 responded that it is sold
throughout the continental United States. Fourteen importers indicated that they sell SSRW nationwide,
6 indicated they sell it throughout the continental United States, and 13 reported their sales are limited to
particular areas such as the East Coast or West Coast or the Southeast or Northeast.

Most producers considered SSRW from the six countries largely interchangeable with
domestically produced SSRW. Fourteen of 15 producers that compared the U.S. and Canadian products
reported that they can be used interchangeably and the other producer reported that some grades can be
used interchangeably. Three U.S. producers reported that the U.S. product and the Indian product are
interchangeable, one reported some grades are interchangeable, and two indicated the two products
cannot be used interchangeably. Twelve of the 13 firms that compared the U.S. and Japanese products
reported the U.S. and Japanese product to be used interchangeably; 1 reported that the two products are
not interchangeable. Fifteen of the 16 U.S. producers that compared the U.S. and Korean products
indicated that the products can be used interchangeably; 1 reported the two products are not
interchangeable. Eleven of 12 producers that compared the U.S. and Spanish products reported they can
be used interchangeably; 1 reported that they are not interchangeable. Eleven of 12 U.S. producers
indicated that the U.S. and Taiwanese products can be used interchangeable; 1 reported they cannot be
used interchangeably. However, imports are not regarded as identical to domestic SSRW in all respects.
One U.S. producer indicated that the Canadian alloys are usually of higher quality than those
produced/manufactured in the United States. One U.S. producer said that the Indian products are of
lower quality and only used in non-critical applications. Another stated that chemistry inconsistencies
limit the interchangeability between the United States and India, Japan, Korea, Spain, and Taiwan.

19 See also CTR, pp. 7-28.
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As with U.S. producers, most importers consider SSRW from the six countries interchangeable
with the domestic product. Twelve of the 15 importers that compared Canadian SSRW with the
domestic product viewed the two products as interchangeable, 2 reported that some grades can be used
interchangedbly, and 1 indicated that the two products were not interchangeable. Nine of the 14
importers that compared the United States and India reported that the two products were interchangeable,
4 indicated some grades were interchangeable, and 1 stated the two products were not interchangeable.
Twelve of the 16 that compared the U.S. product with the Japanese product reported the two were
interchangeable, 2 indicated that some grades could be used interchangeably, and 2 stated the two
products were not interchangeable. Eleven of the 14 importers that compared the U.S. and Korean
products reported that they are interchangeable and 3 indicated that some grades can be used
interchangeably. Eight of the 11 comparing the products from the United States and Spain reported the
two are interchangeable, 2 indicated that some grades are interchangeable, and 1 stated the two products
cannot be used interchangeably. Eleven of 14 importers reported that the U.S. and Taiwanese products
are interchangeable and 3 indicated that some grades are interchangeable. Similarly to the U.S.
producers, importers did not view the imported SSRW as identical to the domestic product. One
importer stated that poor quality and unreliable delivery are problems with imports from Korea and
Taiwan. Another importer stated that Indian wire is limited by poor quality. However, one importer
stated that India is the only source capable of EPQ production. One importer said that the majority of its
Japanese purchases are of a proprietary chemistry that makes it a strong steel with good non-magnetic
and anti-galling properties which is cold formable to produce fasteners for special applications. Another
importer indicated that Canadian product can meet its product specifications for tensile strength, surface
quality, and finish that domestic mills do not meet. Due to poor quality domestic cold-heading wire, one
importer indicated he switched purchases to Taiwan, where two mills can produce good quality cold-
heading wire.

In addition to the questions relating to interchangeability, producers and importers were also
asked whether factors other than price, such as quality, availability, transportation networks, product
ranges, or technical support, were important in sales competition between U.S.-produced SSRW and
imported SSRW from each of the six countries. U.S. producers generally indicated that these other
factors are not important.!! However, one U.S. producer said that Canada has a reputation as having an
excellent product that allows them access to customers at similar or higher prices. In addition, Indian
wire quality and delivery quantities and times are issues. This same U.S. producer stated that Japan has
limited product ranges and that Korea requires large quantities and long delivery lead times.'?

Importers were much more likely than producers to consider factors other than price important in
sales competition between U.S. producers and importers.”® Six importers stated that the Japanese
product was superior to the domestic product. For example, one importer stated that Japanese cold-
heading wire and welding wire are of better quality than can be purchased from domestic producers. In
addition, the welding wire is in special grades that U.S. mills do not like to produce. Another importer
stated that the Japanese nickel-coated spring wire is superior in quality and generally unavailable from
domestic producers. One importer stated disadvantages with the Indian and Taiwan products as their

' Factors other than price were not considered significant by 11 of 14 producers with respect to Canadian
imports, 7 of 10 with respect to Indian imports, 12 of 15 with respect to Japanese imports, 13 of 16 with respect to
Korean imports, 12 of 13 with respect to Spanish imports, and 10 of 12 with respect to imports from Taiwan.

2 This response was provided by ***, which is owned by ***, an importer of ***.

" Factors other than price were not considered significant by 7 of 10 importers with respect to Canadian imports,
8 of 11 with respect to Indian imports, 5 of 13 with respect to Japanese imports, 5 of 10 with respect to Korean
imports, 2 of 6 with respect to Spanish imports, and 4 of 9 with respect to imports from Taiwan.
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availability, long lead time, and transportation. The Indian product also has the disadvantages of quality
limitations and lack of technical support. A second importer also questioned the quality and delivery
performance of the Indian product. One importer stated that superior quality, wide range of the products,
and on-time delivery of Korean SSRW are significant factors in the firm’s sales. However, another
importer stated that Korea requires large quantities and has long lead times.

The lead times for delivery of U.S.-produced SSRW and imported SSRW from Canada are
generally shorter than for imports from India, Korea, Japan, Spain, or Taiwan. U.S. producers’ lead
times ranged from half a day to 48 days from the time a customer placed an order to the date of delivery.
For Canada, the delivery lead times ranged from 2 to 15 days. Most importers reported lead times that
ranged from 90 to 180 days for India,™ 60 to 180 days for Japan,'® 12 to 131 days for Korea, 90 to 120
days for Spain, and 12 to 150 days for Taiwan.'¢

Purchasers, like the U.S. producers and importers, generally found the domestic and subject
imports from Canada, India, Japan, Korea, Spain, and Taiwan interchangeable. A summary of purchaser
responses concerning comparisons of domestic and subject imports of SSRW is shown in table II-3. In
general, for most of the 14 factors for which purchasers were asked to compare domestic and subject
imported products, the majority of purchasers rated the domestic and subject imported products as
comparable. However, there were some clear differences in some factors. The majority found the
United States superior for delivery time in comparison to all subject countries except Canada, for which
it was found to be comparable. The majority also reported that the United States was superior to Korea,
Spain, and Taiwan for the minimum quantity requirement. The United States was found to be superior to
India, Korea, and Taiwan for technical support. However, the United States was reported to be inferior
to India, Korea, Spain, and Taiwan for lowest price. Also, the United States was reported to be inferior
to Japan for product consistency and product quality.

Comparisons of Subject Products From Different Subject Countries

Producers, importers, and purchasers were asked to compare differences in imported SSRW
among the six subject countries. In general, producers reported that imports from all six countries can be
- used interchangeably."” In fact only one producer reported that the subject imports were not
interchangeable due to chemistry inconsistencies. Although the other U.S. producers indicated that the
subject imports are interchangeable, the producers did not view the subject imports as identical. In
addition to the lead time advantage over other import sources noted above, one producer said that
Canadian quality is better than that of imports from India and that Canada offers a wider product range
than does Japan.'® This producer also said that, unlike Canada, Korea imposes very large purchase
requirements on buyers when making a sale and has long lead times in delivery.

'* One importer that imports from India and other countries provided an average lead time of 4 days.

'> One importer that imports from Japan and other countries provided an average lead time of 5 days.

'® One importer reported 2 days and another reported 4 days. Both imported from multiple countries.

17 Specifically, producers with knowledge of the various country pairs responded as follows: Canada and India,
5-always, 1-no; Canada and Japan, 9-always; Canada and Korea, 9-always, 1-no; Canada and Spain, 7-always, 1-
no; Canada and Taiwan, 7-always, 1-no; India and Japan, 5-always, 1-no; India and Korea, 5-always, 1-no; India
and Spain, 5-always, 1-no; India and Taiwan, 4-always, 1-no; Japan and Korea, 10-always, 1-no; Japan and Spain,
8-always, 1-no; Japan and Taiwan, 7-always, 1-no; Korea and Spain, 9-always, 1-no; Korea and Taiwan, 6-always,
1-no; and Spain and Taiwan, 6-always, 1-no.

'® This response was by ***. A similar response was offered by its parent company, ***.
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Availability 3 11 2 1 3 017 4 0 18 5 1 3 1 05 2 1
Delivery terms 4 11 1 3 1 0 |6 5 017 5 2 1 2 0 4 3 1
Delivery time 2 10 214 0 017 3 1 10 2 2 }3 1 0 j6 0 2
Discounts offered | 2 11 0 }O 3 0 2 8 0 |3 10 0 }oO 2 2 11 5 1
Lower price 5 7 4 10 0 3 12 8 1 1 4 9 10 1 .3 o0 2 7
Minimum qty. 2 11 3 1 1 0 |4 6 1 8 4 2 3 1 0 |4 1 3
requirement

Packaging 0 14 2 1 3 0 o 9 3 12 13 0 1 3 0 ]2 6 0
Product 2 12 2 1 3 0 jo 3 8 |1 11 2 |0 4 0 j2 6 0
consistency

Product quality 3 11 2 1 3 0o |jo 4 7 13 9 2 ]0 4 0 ]2 6 0

Product range 2 12 2 1 3 0 |Jo 10 1 3 9 1 1 3 0 1 7 0
Reliability of 4 10 2 1 3 0 13 7 1 3 9 2 |12 2 0 1 6 1
supply

Technical 5 8 3 ]2 1 1 4 6 1 9 5 o 1 3 0 |6 1 1
support/service

Transportation ‘ 5 11 0 2 1 0 |5 5 1 7 7 0 1 2 0 ]4 4 0
network

U.S. trans- 3 10 2 1 1 1 2 8 1 5 6 3 1}]0 2 2 ]o0 7 1

portation costs

Importers, like the U.S. producers, generally found the subject imports to be interchangeable.'
Importers indicated some differences that would prevent some interchangeability. One importer
indicated that only Japan and Korea produce nickel-coated spring wire and that the Japanese product is
superior. Another importer said that Japan had a quality advantage over any of the other subject import

% Specifically, importers that had knowledge of the various country pairs responded as follows: Canada and
India, 4-always, 2-some, 1-no; Canada and Japan, 7-always; Canada and Korea, 6-always, 1-some; Canada and
Spain, 5-always, 1-some; Canada and Taiwan, 6-always, 3-some; India and Japan, 5-always, 1-some; India and
Korea, 5-always, 2-some; India and Spain, 4-always, 2-some; India and Taiwan, 5-always, 3-some; Japan and
Korea, 6-always, 3-some; Japan and Spain, 5-always, 1-some, 1-no; Japan and Taiwan, 6-always, 1-some; Korea
-and Spain, 4-always; Korea and Taiwan, 8-always; and Spain and Taiwan, 6-always.
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sources. One importer stated that it believed that Canada was the only subject country to produce
measuring lines used by oil and gas companies. One importer stated some Indian mills have acceptable
quality while others do not. The interchangeability depends on the particular mill and also the type of
wire being discussed.

Purchasers also responded that the subject imports are interchangeable. For all the country pairs,
except for Japan and Spain, the majority that indicated knowledge of the possible pairings reported that
the products were always interchangeable.”® As with the U.S. producers and importers, purchasers
reported differences between the subject imports. One purchaser stated that the packaging from Taiwan
is superior to the Korean product and works better with its operations. One purchaser stated that the
Japanese product has better quality than any other source.

Comparisons of the Domestic Products and the Subject Imports
to the Products from Non-Subject Countries

Very little information was available in the questionnaires for comparing imports from the
subject countries with non-subject imports. One importer said that the quality of the SSRW from China
is superior to the U.S. product and imports from the six subject countries. One purchaser stated that the
Chinese packaging is superior to that of Korea. Two purchasers stated that Swedish wire is more
consistent and is preferred for aerosol and non-aerosol springs. One purchaser stated that, generally,
pricing from mills and distributors in the United States has been comparable or even lower than mill-
direct foreign SSRW, with the major difference being quality. Another purchaser reported that, in
general, the material imported is purchased because of quality or unavailability in the United States.
This purchaser added that most items would be impossible to replace from a domestic source.

ELASTICITY ESTIMATES
This section discusses the elasticity estimates used in the COMPAS analysis in appendix D.
U.S. Supply Elasticity?!

The domestic supply elasticity for SSRW measures the sensitivity of the quantity supplied by
U.S. producers to changes in the U.S. market price of SSRW. The elasticity of domestic supply depends
on several factors, including the level of excess capacity, the ease with which producers can alter
capacity, producers’ ability to shift to production of other products, the existence of inventories, and the
availability of alternate markets for U.S.-produced SSRW.?? Analysis of these factors indicates that the
U.S. industry has a moderate ability to increase or decrease shipments to the U.S. market. Staff estimates
that the supply elasticity is between 2 and 4.

% Specifically, purchasers with knowledge of the various country pairs responded as follows: Canada and India,
5-always, 2-no; Canada and Japan, 7-always, 1-some; Canada and Korea, 9-always, 2-some, 1-no; Canada and
Spain, 3-always, 1-some, 1-no; Canada and Taiwan, 6-always, 1-some, 1-no; India and Japan, 4-always, 1-no; India
and Korea, 5-always, 1-no; India and Spain, 2-always, 1-no; India and Taiwan, 3-always, 1-no; Japan and Korea, 8-
always, 1-no; Japan and Spain, 2-always, 2-no; Japan and Taiwan, 3-always, 1-no; Korea and Spain, 6-always, 1-
no; Korea and Taiwan, 6-always, 1-no; and Spain and Taiwan, 3-always, 1-no.

2! A supply function is not defined in the case of a non-competitive market.

2 Domestic supply response is assumed to be symmetrical for both an increase and a decrease in demand for the
domestic product. Therefore, factors affecting increased quantity supplied to the U.S. market also affect decreased
quantity supplied to the same extent.
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U.S. Demand Elasticity

The U.S. demand elasticity for SSRW measures the sensitivity of the overall quantity demanded
to a change in the U.S. market price of SSRW. This estimate depends on factors discussed earlier, such
as the existence, availability, and commercial viability of substitute products, as well as the component
share of SSRW in the production of downstream products. Based on available information, the demand
elasticity for SSRW is likely to be in the range of -0.5 to -1.2. Purchasers would not likely be very
sensitive to changes in the price of SSRW and would continue to demand fairly constant quantities over a
considerably wide range of prices.

Substitution Elasticity

The elasticity of substitution depends upon the extent of product differentiation between the
domestic and imported products.”® Product differentiation, in turn, depends upon such factors as quality
(e.g., chemistry, surfaces, etc.) and conditions of sale. Based on available information, the elasticity of
substitution between domestic and subject product is likely to be moderately elastic and in the range of 2
to 4.

% The substitution elasticity measures the responsiveness of the relative U.S. consumption levels of the subject
imports and U.S. domestic like products to changes in their relative prices. This reflects how easily purchasers
switch from the U.S. product to the subject products (or vice versa) when prices change.
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PART III: CONDITION OF THE U.S. INDUSTRY

Information on capacity, production, shipments, inventories, and employment is presented in this
section of the report, and is based on the questionnaire responses of 24 firms that accounted for an
estimated 85 percent of U.S. production of SSRW during 1997.!

U.S. PRODUCERS?
Overview of Industry

U.S. producers of SSRW are located throughout the United States but are concentrated in the
Northeast and Southeast regions. In the United States, production of SSRW is performed by three fairly
distinct types of firms: (1) the integrated producers (Carpenter and Al Tech);* (2) the independent wire
drawers* (which constitute the majority of known U.S. producers of SSRW); and (3) the small producers
that maintain facilities that allow them merely to re-draw SSRW into finer diameters.* The two
integrated SSRW producers produce wire rod within the plants in which they draw SSRW. The
independent wire drawers purchase their wire rod from U.S. producers or foreign sources and then draw
the SSRW.¢ The integrated producers and the wire drawers specialize in the sizes of SSRW they produce
and the end uses to which they sell.

Table III-1 presents a list of U.S. producers, with each company’s position on the petition, share
of 1998 U.S. production of stainless steel round wire, and production locations.

! Total U.S. production in 1997 was calculated from data provided by Commerce based on its polling of the
industry and responses to the Commission's producer questionnaire. The 10 petitioning firms accounted for
approximately 70 percent of the estimated total production of SSRW in 1997.

% The total number of U.S. producers of SSRW as ascertained by Commerce is estimated to be 50 firms. The
Commission sent questionnaires to the firms identified. In addition to the 24 usable questionnaire responses, 6
firms indicated that they did not produce SSRW during the period of investigation.

* The two integrated producers accounted for approximately *** percent of the reporting firms' aggregate
production in 1998.

* These firms maintain annealing capability and break-down equipment used to convert wire rod into large
diameter SSRW.

* These small re-drawers do not have annealing capability or break-down machines and, therefore, must purchase
redraw wire that they then re-draw into finer wire.

¢ The independent wire drawers may also purchase SSRW for further reduction from the integrated producers,
from other wire drawers, or from foreign sources; CTR, p. 95, and postconference brief of Wilkie Farr & Gallagher
(for Central Wire), pp. 18-19.
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ACS Petitioner *** | Woonsocket, RI
Al Tech Petitioner *** | Dunkirk, NY
Branford Petitioner *** | Mountain Home, NC
Carpenter Petitioner *** | Reading, PA, and Orangeburg, SC
Handy & Harman Petitioner *** | Cockeysville, MD, and Willingboro, NJ
Industrial Alloys Petitioner *** | Pomona, CA
Loos Petitioner *** | Pomfret, CT
Sandvik Petitioner *** | Scranton, PA
Sumiden Petitioner *** | Dickson, TN
Techalloy Petitioner *** 1 Union, IL; Northampton, MA; Baltimore,
MD; and Atlanta, GA?
Subtotal 84.0
Arcos bl *** | Mt. Carmel, PA
National Standard ek *** | Niles, Ml

Ulbrich

dedede

North Haven, CT

Wire Industries

dedek

Dumas, AR

Other producers/
redrawers (10)*

ke

dekek

II1-2

AR, CA, CT, IL, MI, OH, PA, SC
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Company Profiles

Carpenter

Carpenter, the *** U.S. producer of SSRW’ (see table III-2), specializes in SSRW for making
cold-headed products such as fasteners, wire belts, and welding consumables. Carpenter produces over
450 different types of stainless steels, high temperature (iron-nickel-cobalt-base) alloys, electronic
alloys, tool steels, wrought and powder high-speed steels, and other special purpose metals in many
product forms, including bar, rod, wire, strip, and billet, in its Reading, PA, and Orangeburg, SC, plants.
These alloys are used in a wide variety of applications, including advanced automotive, aerospace,
electronic, power generation, medical, industrial and durable goods components, etc.® Carpenter sells the
vast majority of its production through company-owned distributor outlets. The firm sells the remainder
of its output to unrelated end users.

Table I11-2
SSRW: U.S. producers’ production, by firms, 1996-98

Carpenter has over 14,000 customers worldwide, having recently expanded its base in the United
States to Europe, Asia, and Mexico.” In 1996, Carpenter acquired Dynamet, Inc., a leading producer of
titanium bar and wire, and in early 1998 Carpenter acquired Talley, whose metal businesses will expand
Carpenter's capacity to produce stainless steels and specialty alloys.!® Talley will also add another
domestic distribution system to Carpenter's network of 18 service centers in the United States, Canada,
and Europe, and its master distributorship, Green Bay Supply.!! Carpenter owns a *** percent share in
Walsin-CarTech, a stainless steel wire rod producer in Taiwan.'?

7 On the basis of the quantity of SSRW produced in 1998.
® Carpenter often assists its customers in designing specifications based on the end use in question.

° Carpenter's new European Service Center offers warehouse, sales, and technical support, primarily to aerospace,
automotive, electronics, medical, and other consumer product manufacturers. Carpenter's specialty alloys sales
efforts in Asia focus on aerospace, automotive, electronics, medical, and oil and gas industries. The areas of
greatest activity are Korea, Japan, India, China, Taiwan, and Singapore.

' With Talley, Carpenter has completed 11 acquisitions in the past 5 years. Talley produced stainless steel wire
rod, but not SSRW.

' Green Bay Supply is a wholesale purchaser of stainless steel bar which it then resells to independent
distributors in the United States.

12 Carpenter imports stainless steel wire rod from this facility.
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Techalloy

Techalloy, Mahwah, NJ, a large independent wire drawer and the *** SSRW producer in 1998,
makes stainless steel welding wire and electrodes, high nickel alloy wire, spring wire, fine wire, weaving
wire, forming wire, and cold heading and EPQ wire. Some end uses for its SSRW are fasteners, springs,
welding of chemical and food equipment, manufacture of wire baskets and conveyor belts, braided
flexible hoses, fine mesh for filtration, etc. Techalloy operates four manufacturing plants in Illinois,
Massachusetts, Maryland," and Georgia. Techalloy's Atlanta plant reportedly suffered lost business and
Techalloy decided to close it in March 1998."

Handy & Harman

Handy & Harman, an independent wire drawer and the *** U.S. producer, focuses on the
manufacture of corrosion- and heat-resistant specialty wire and cable products, with special expertise in
fine wire diameters. Its Maryland Specialty/Willing B. Wire operations'® provide a wire package
suitable for the production of automotive airbags. Maryland Specialty is also a supplier to the oilfield
services industry, which consumes large quantities of stainless and nickel-based alloy wire for use in
highly corrosive environments. This wire is used to fabricate petroleum well screens to prevent the flow
of silt, grit, and other particles into the product pipeline, where it can cause damage to valves and
controls. In 1996, Maryland Specialty installed a new high-speed intermediate wire drawing machine
with the technology to provide the highest quality spring wire for the aerosol and pump industry."”
Willing B. Wire completed a major plant re-alignment in 1996 to optimize product flow, increase
production efficiencies, and improve quality.'®

Other Producers/Redrawers

Questionnaire responses with usable data were received from the following non-petitioning
firms: Arcos Alloys, Mt. Carmel, PA; Hi Specialty America, Irwin, PA; Illini Wire, Batavia, IL; ITW-
Hobart, Troy, OH; Jewel Wire, Pomfret, CT; Kanthal Alloys, Bethel, CT; National-Standard, Niles, MI;
Sunset Wire, City of Industry, CA; Ulbrich Wire, North Haven, CT; Wire Industries, Dumas, AR; and
Zapp (formerly Ergste Westig), Summerville, SC. ***,

Several of the responding producers of SSRW are owned in whole or in part by foreign entities.
Al Tech is *** percent owned by Sammi Al Tech of Torrance, CA, which in turn is a *** subsidiary of
Sammi Steel, Seoul, Korea;' Techalloy is owned by the French company, Ugine, one of the world's

13 This plant manufactures spring wire, wire for cold-heading applications, and forming wire; CTR, p. 14.

' This facility produces welding wire and electrodes. The Massachusetts and Georgia operations produce fine
wire, weaving wire, and forming wire; Ibid.

13 Techalloy’s aggregate U.S. production of SSRW, *** (see table III-2).

'® Handy & Harman is a subsidiary of the WHX Corp. Maryland Specialty and Willing B. Wire are part of the
Handy & Harman Specialty Wire Group. Maryland Specialty specializes in the types of SSRW suitable for making
*** Willing B. Wire mainly produces ***. Fieldtrip, Apr. 7, 1998.

I CTR, p. 12. :
'8 Handy & Harman, 1996 Annual Report, p. 6.
' Al Tech filed for Chapter 11 bankruptcy protection on Dec. 31, 1997.
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largest producers of stainless steel and a subsidiary of the Usinor Group; Sandvik is a ***; Sumiden is
**%; Hi Specialty America is a ***; Zapp is a ***; and Wire Industries is a ***.

A number of the petitioning firms produce other products on the same equipment and using the
same PRWs as those used to produce SSRW. *** produces stainless steel bar and rod and other alloy
steels. *** produce stainless steel bar and rod on the same rolling mill used for SSRW production. ***
produces nickel alloy wire and antenna wire on the same equipment and with the same PRWs used to
produce SSRW. *** produces high-nickel alloy wire, and *** produces high-nickel alloys and low-alloy
steels on the same equipment used to produce SSRW.

U.S. PRODUCTION, CAPACITY, AND CAPACITY UTILIZATION

Data on U.S. producers' capacity, production, and capacity utilization are presented in table ITI-3.
Total U.S. production of SSRW increased during 1996-97 and then decreased in 1998, but to a level
greater than that in 1996. During 1996-98, U.S. capacity to produce SSRW increased by 1.5 percent:
10 firms increased capacity,” 3 firms decreased capacity,?' and 9 firms maintained the same level of
production capacity. Capacity utilization increased between 1996 and 1997 and decreased during 1998,
but to a level greater than in 1996.

Capacity (1,000 pounds) 212,962 217,198 216,066
Production (1,000 pounds)’ 163,452 162,920 158,698
Capacity utilization (percent)? 71.2 74.0 72.2

™ ™

U.S. PRODUCERS' DOMESTIC AND EXPORT SHIPMENTS

Data provided by U.S. producers on their domestic and export shipments of SSRW during 1996-
98 are shown in table I1I-4. U.S. shipments of SSRW, by quantity, increased between 1996 and 1997 and
then decreased in 1998, but to a level higher than that in 1996. The average unit values of U.S.
shipments declined throughout 1996-98. Export shipments of SSRW, by quantity, increased from 1996
to 1997 but then declined in 1998 to a level lower than that in 1996.

20 wxk
2! The firms included ***.
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Commercial shipments

dedede

dedked

dekek

Internal shipments

dedede

Fedkde

dedede

U.S. shipments

ke

dekede

ek

Less purchases

sk

ek

dekde

U.S. shipments adjusted for

148,242 155,072 152,217

purchases
Export shipments 5,246 5,802 4,875
Total 153,488 160,874 157,092

Commercial shipments

Internal shipments ok sk ok
U.S. shipments el ek s
Less purchases ek sk -
U'Sbus,';w;‘:zts adjusted for 345,802 350,073 338,631
Export shipments 14,796 16,336 13,276
Total 360,598 366,409 351,907

Commercial shipments

Internal shipments

dked

deked

dekedk

U.S. shipments

dedede

dekk

dedede

Less purchases

ekt

dedede

deked

U.S. shipments adjusted for

purchases $2.33 $2.26 $2.22
Export shipments 2.82 2.82 2.72
Total 2.35 2.28 224

111-6

I11-6




U.S. PRODUCERS' INVENTORIES

Data on end-of-period inventories of SSRW for the 3-year period are presented in table III-5.
Such inventories increased during 1996-98. The ratio of end-of-period inventories to U.S. shipments
remained stable during 1996-97, but rose in 1998. U.S. producers reported no unusual occurrences that
would have an impact on inventory levels. Generally, U.S. producers do not produce for inventory but
rather to customer specifications depending on end use.?

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

Data provided by U.S. producers on the number of PRWs engaged in the production of SSRW,
the total hours worked by such workers, and wages paid to such PRWSs during 1996-98 are presented in
table I1I-6. The average number of and hours worked by PRWs fell by approximately 2 percent between
1996 and 1998, and wages paid to such employees increased by 0.2 percent. Hourly wages increased
during 1996-98 (by 3 percent), as did productivity (5 percent), while unit costs declined (by 3 percent).

Techalloy noted that it began curtailing production in 1998 with the termination of 23 PRWs. In
March 1998, Techalloy announced that it would be forced to close its Atlanta, GA, facility before the end
of the year, resulting in 48 additional PRWs being terminated.? :

22 kkk

# CTR, pp. 15-16, and postconference brief of Collier, Shannon, p. 22. Techalloy has 3 other plants that produce
SSRW.
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Inventories

Inventories to--
Production 15.5 15.2 15.8
U.S. shipments 16.0 15.9 16.4
15.5 15.4 15.9

Total shipments

—

PRWs (number) 1,491 1,475 1',458
Hours worked (7,000) 3,138 3,096 3,064
Wages paid ($1,000) 54,695 55,502 54,793
Hourly wages $17.45 $17.98 $17.93
Productivity (pounds per hour) 48.3 51.9 50.9
Unit labor costs (per pound) $0.36 $0.35 $0.35
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PART IV: U.S. IMPORTS, APPARENT CONSUMPTION,
AND MARKET SHARES

U.S. IMPORTERS

The Commission sent questionnaires to 60 firms believed to be importers of SSRW from the
subject countries; 46 of these firms supplied questionnaire data.! The responding firms accounted for 79
percent of subject imports in 1998 (see appendix E, table E-2). Three of the responding firms are also
petitioners in these investigations. ***. Although located throughout the United States, the importing
firms are concentrated in the Northeast and Southeast. The majority of the reporting importers are end
users, including wire redrawers, who use the imported SSRW in their downstream manufacturing
operations. The number of importers reporting data, by country, is shown in the following tabulation:

Number of
Country importers
Canada 7
India 10
Japan 12
Korea 4
Spain 2
Taiwan 15
Other sources 12
Total 46
U.S. IMPORTS

U.S. import data presented in the body of this report are based on official Commerce statistics.
The HTS subheadings covered by the official statistics are specific to the scope of these investigations,
and responses to the Commission’s questionnaires from importers and foreign producers have not been
complete.?

During these final investigations counsel for respondents from Canada and Japan have argued
that because of the differences in treatment of country-of-origin by Commerce* and Customs®, use of

! The Commission sent questionnaires to those firms identified in the petition, along with several firms that, based
on areview of the Customs Net Import File, may have imported SSRW during the period. The Commission also
sent an importer questionnaire to producers of SSRW.

? Total does not add because many importers imported from more than one country.

* Additional data on imports compiled from importers' and foreign producers’ questionnaire responses, as well as
differences in questionnaire responses and official statistics, are presented in app. E.

* Commerce has determined that stainless steel wire rod cold-drawn in Canada to produce stainless steel round
wire is substantially transformed into a Canadian product and is within the scope of the investigation, regardless of
the origin of the stainless steel wire rod input (64 FR 17326, Apr. 9, 1999).

* Counsel reported that Customs has ruled that drawing stainless steel wire rod into SSRW is not substantial
transformation so as to change the country of origin for purposes of customs classification of imports. Prehearing
brief of Coudert Brothers, pp. 2-3, and Feb. 17, 1999, submission of Willkie Farr & Gallagher, p. 1.
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official Commerce statistics regarding imports of SSRW may result in double-counting or
misrepresentation of subject and non-subject imports.® Adjustments to official Commerce statistics have,
therefore, been made based on information regarding country-of-origin reported by ***.” Table IV-1
presents U.S. imports of SSRW.? In addition, figure IV-1 provides a graphic presentation of quarterly
U.S. imports, by subject sources.

The Question of Negligible Imports

Data presented in table IV-1 with respect to shares of total imports (based on quantity) of SSRW
by the subject countries, indicates that Spain accounted for 2.2 percent of total imports of the subject
product during 1998. The statute (section 771 (24)(A)(i) of the Act) provides that imports from a subject
country corresponding to the domestic like product are negligible if such imports account for less than 3
percent of the volume of all such merchandise imported into the United States in the most recent 12-
month period for which data are available that precedes the filing of the petition. During March 1997
through February1998, the 12-month period preceding the filing of the petition, imports of SSRW from
Spain accounted for approximately 1.8 million pounds, or 3.5 percent of total imports of SSRW from all
countries.’

¢ Counsel reported that Greening Donald has consistently applied the Customs methodology to its treatment of
imports of SSRW from Canada during 1996-98, while Central Wire did not implement this methodology until ***
1998. From 1996 through *** 1998, Central Wire had declared its SSRW manufactured from non-Canadian
stainless steel wire rod as a product of Canada pursuant to erroneous advice received from Customs. In addition,
counsel reported that imports of SSRW from Greening Donald “manufactured from U.S.-origin rod have been
declared as originating from Canada for practical reasons (i.e., to receive the preferential NAFTA duty rate under
the NAFTA Preference Override Regulation).” Posthearing brief of Coudert Brothers, pp. 6-7.

7 Information reported in the *** indicates that ***. Differences recorded for other countries in a limited number
of situations related to ***. For example, imports of SSRW ***_ Apr. 8, 1999, telephone interview with ***, In
addition, counsel for Japanese respondents ***,

¥ See app. E, table E-3, for detailed data regarding adjustments to official import statistics.
° Data regarding imports were compiled from monthly official Commerce statistics. There were ***.
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Canada 8,581 9,136 6,997
India 701 2,51 3,009
Japan 3,625 3,998 4,323
Korea 5,747 8,435 11,198
Spain 1,490 1,850 1,163
Taiwan 4,130 4,870 5,829
Subtotal, subject countries 24,276 30,799 32,520
Other sources 24,300 20,736 21,303
Total 48,576 51,535 53,823
Canada 19,775 19,811 15,069
India 874 2,795 3,277
Japan 9,208 9,212 9,435
Korea 10,894 13,693 17,344
Spain 2,328 2,613 1,736
Taiwan 6,946 7,519 8,926
Subtotal, subject countries 50,025 55,643 55,726
Other sources 52,504 47,058 44,919
Total 102,529 102,701 100,645
Canada $2.30 $2.17 $2.14
India 1.25 1.1 1.09
Japan 2.54 2.30 218
Korea 1.90 1.62 1.55
Spain 1.56 1.41 1.49
Taiwan 1.68 1.54 1.53
Subtotal, subject countries 2.06 1.81 1.71
Other sources 2.16 2.27 2.1
Total 2.1 1.99 1.87
— continued on next page.
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Canada 17.7 17.7 13.0
India 1.4 49 5.6
Japan 7.5 7.8 8.0
Korea 11.8 16.4 20.8
Spain 3.1 3.6 22
Taiwan 8.5 9.5 10.8

Subtotal, subject countries 50.0 59.8 60.4
Other sources 50.0 40.2 39.6

Total 100.0 100.0 100
Canada 19.3 19.3 14.9
India 0.9 2.7 3.3
Japan 9.0 9.0 9.4
Korea 10.6 13.3 17.2
Spain 2.3 25 17
Taiwan 6.8 7.3 8.9

Subtotal, subject countries 48.8 54.2 55.4
Other sources 51.2 45.8 446

Total 100.0 100.0
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CUMULATION CONSIDERATIONS

The Commission cumulates subject imports if there is a reasonable overlap of competition.'
Channels of distribution are discussed in Part I of this report and issues of fungibility, geographic
markets, and presence in the market are generally addressed in Part II.

During the preliminary phase of these investigations, petitioners argued that imports from each
of the subject countries competed with imports from the other subject countries. Counsel for the
Japanese respondents contended that the two Japanese niche SSRW products that contain lead, SF20T
and DSR16FA, are not imported from other countries and are not produced in the United States; there is
no reasonable overlap of competition between imports of nickel-coated spring wire and other imports
from Japan and either domestic like products or imports from other subject countries; and imports from
Japan have different prices and volumes and are sold in different submarkets than either other imported
or domestically-produced SSRW.!

During the final phase of these investigations, the Commission requested information in its
questionnaires as to shipments of SSRW by group (2 different diameters of wire), by type (8 categories
of wire), by niche/specialty classifications (5 different products), and for redraw wire (see appendix F).
Shares of shipments/imports for these product groups are presented in table IV-2. In general, the data
indicate that U.S. producers had significant shipments in all product categories. Data provided by
importers indicate that niche/specialty products accounted for varying degrees of total imports from each
country during 1998 as follows: (1) leaded SSRW-7.2 percent of total imports from Japan; (2) non-
leaded, free-machining SSRW-1.3 percent of total imports from India; (3) nickel-coated SSRW-20.5
percent of total imports from Japan and 6.5 percent from Korea; and (4) measuring-line SSRW-0.2
percent of total imports from Canada.

APPARENT U.S. CONSUMPTION AND U.S. MARKET SHARES

Apparent U.S. consumption and respective market shares of U.S. producers' shipments and
imports are shown in tables IV-3 and IV-4.

1% Factors considered include (1) the degree of fungibility between imports from different countries and between
imports and the domestic like product; (2) the presence of sales or offers to sell in the same geographic markets; (3)
the existence of common or similar channels of distribution; and (4) the simultaneous presence of imports in the
marketplace.

' Prehearing brief of Wilkie Farr & Gallagher (for Suzuki), pp. 5-6.
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U.S. producers' U.S. shipments (adj.)

U.S. producers' U.S. shipments (adj.) 148,242 155,072 162,217
U.S. imports (adj.) from--
Canada 8,581 9,136 6,997
India 701 2,511 3,009
Japan 3,625 3,998 4,323
Korea 5,747 8,435 11,198
Spain 1,490 1,850 1,163
Taiwan 4,130 4,870 5,829
Subtotal, subject countries 24,276 30,799 32,520
Other sources 24,300 20,736 21,303
Total imports 48,576 51,535 53,823
Apparent consumption 196,818 206,607 206,040

345,802 350,073 338,631

U.S. imports (adj.) from--
Canada 19,775 19,811 15,009
India 874 2,795 3,277
Japan 9,208 9,212 9,435
Korea 10,894 13,693 17,344
Spain 2,328 2,613 1,736
Taiwan 6,946 7,519 8,926
Subtotal, subject countries 50,025 55,643 55,726
Other sources 52,504 47,058 44,919
Total imports 102,529 102,701 100,645
Apparent consumption 448,331 452,774 439,276
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Apparent consumption

196,818 206,607

Apparent consumption

U.S. producers' U.S. shipments

448,331 452,774

75.3

75.1

206,040
439,276

73.9

U.S. imports from--

Canada 4.4 4.4 3.4
India 0.4 1.2 1.5
Japan 1.8 1.9 2.1
Korea 29 4.1 5.4
Spain 0.8 0.9 0.6
Taiwan 21 24 2.8

Subtotal, subject countries 12.3 14.9 15.8
Other sources 12.3 10.0 10.3

Total imports 247 249 26.1

Apparent consumption

U.S. producers' U.S. shipments

U.S. imports from--

Canada 4.4 4.4 34
India 0.2 0.6 0.7
Japan 2.1 2.0 21
Korea 24 3.0 3.9
Spain 0.5 0.6 04
Taiwan 1.5 1.7 20

Subtotal, subject countries 11.2 12.3 12.7
Other sources 11.7 104 10.2

Total imports 229 227 229

Apparent consumption

100.0
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PART V: PRICING AND RELATED DATA
FACTORS AFFECTING PRICING
Raw Material Costs

Stainless steel wire rod is the predominant material input used in the production of SSRW.
Major alloying elements used in the production of stainless steel include nickel, chromium, and
molybdenum, which together account for a large share of its total cost.! Industry sources have reported
that stainless steel wire rod often accounts for about 70 percent of the total production cost of SSRW,
and is equal to about 50 percent of its final selling price. However, the percentages can be lower for
certain categories of wire where the production process is complex and costly.? Available information
indicates that the cost of stainless steel wire rod declined during 1995-98.3

As a result of fluctuations in the market price of nickel, chromium, and molybdenum, which
caused fluctuations in the cost of stainless steel, some U.S. producers of stainless steel products,
including rod, introduced a surcharge program in 1995 to reflect the increased costs. The costs were then
passed on to SSRW producers who, in turn, passed them on to their customers at the time of shipment.
In theory, this program allowed for monthly charges, which could either increase or decrease depending
upon the monthly average cost of the alloying elements.* Six of 19 producers and 5 of 31 importers
reported including raw material surcharges in their pricing of SSRW. Producers were more likely to
calculate their own formula for the surcharge than were importers, who would either use published price
lists for the surcharge or a pass through from the rod supplier.® Importers have argued that declines in
prices of these elements since 1995 have resulted in lower costs of stainless steel, including rod, and this
has led to lower prices of SSRW. However, one U.S. producer stated that some surcharges were
attempted in 1996 but the market would not tolerate them.

Purchasers were asked the impact of the surcharges. For a majority of the purchasers that
responded, the impact has been slight. Twenty-four of 54 purchasers reported that the surcharges had no
to little impact. One firm estimated that the surcharges in 1998 accounted for less than *** percent of
total dollars spent. Another estimated that material costs increase approximately *** percent when the
surcharges are realized. However, a few firms indicated that the surcharges affected their business. One
purchaser reported that the surcharges resulted in lost business to overseas competitors. Another
purchaser reported that the surcharges would limit its ability to compete in the marketplace, and
therefore it has not purchased wire from any country on the surcharge list since surcharges have been
imposed. There was no consensus on whether surcharges are still being implemented. One purchaser
indicated that all producers except the Japanese and Koreans have imposed surcharges for approximately
4 years. Four purchasers reported that domestic firms charged surcharges, but by 1997 they had ended
the surcharges. However, one purchaser stated that both domestic and importer suppliers have imposed
surcharges since December 1994 and have continued to do so in 1999.

! Postconference brief of Willkie Farr & Gallagher (for Central Wire), p. 10.

2 Discussion with company officials at ***.

3 HTR, p. 99.

4 Postconference brief of Collier, Shannon, pp- 30 and 31; and postconference brief of Wilkie Farr & Gallagher
(for Central Wire), pp. 11 and 12.

3 Usually the formula used by U.S. producers was a variant on the following: (Actual cost of alloy-base cost of
alloy) X alloy percentage X yield ratio.
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U.S. producers and importers were asked to provide surcharges imposed on the various pricing
products as part of these investigations. U.S. producers provided surcharge data on shipments to both
distributors and end users on the following products: 4, 5, 6, 7, 8, 18, 19, and 20 (see pp. V-8 and V-9
for product list). In addition, U.S. producers also provided data on surcharges for shipments to
distributors for products 25 and 26 and surcharge data for shipments to end users for products 9, 10, 11,
12,13, 14, 15, 16, 17, 22, and 24. Importers provided surcharge data on distributor shipments for
products 25 and 26 and on shipments to end users for products 10, 12, 22, 23, and 25. For many
products, the surcharge data do not cover every quarter during the period of investigation, especially the
data provided by importers. Raw material surcharges are shown in figures V-1 through V-8.

Figure V-1
Weighted-average net surcharge (per pound) of grade 302/304 soap coated wire (product 4), by quarters,
1996-98

Figure V-2
Weighted-average net surcharge (per pound) of grade 302 cold heading wire (products 5-7), by quarters,
1996-98

Figure V-3
Weighted-average net surcharge (per pound) of 304 braiding/knitting/weaving wire (products 8 and 9)
and 304/316L shaping wire (products 13 and 14), by quarters, 1996-98

* * * * * * *

Figure V-4
Weighted-average net surcharges (per pound) of grade 304 redraw wire (products 10-12), by quarters,
1996-98

Figure V-5
Weighted-average net surcharge (per pound) of grade 304 EPQ wire (products 15 and 16) and grade 304
weaving/belt wire (product 17) by quarters, 1996-98

* * * * * * *

Figure V-6
Weighted-average net surcharge (per pound) of grade 308L wire (products 18 and 19), by quarters, 1996-
98
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Figure V-7
Weighted-average net surcharge (per pound) of grade 316 wire (products 20 and 26), by quarters, 1996-
98

Figure V-8
Weighted-average net surcharge (per pound) of grade 430 wire (product 25), grade 304 weaving wire
(product 22), and grade 304 soft annealed wire (product 24), by quarters, 1996-98

* * * * * * *

Transportation Costs to the U.S. Market

Transportation charges from subject countries to the U.S. market in 1998 are estimated to be the
following percentages of custom values: Canada, 1.2 percent; India, 5.2 percent; Japan, 4.0 percent;
Korea, 4.8 percent; Spain, 3.2 percent; and Taiwan, 2.9 percent. These estimates are derived from
official import data and represent the transportation and other charges on imports valued on a c.i.f. basis,
as compared to a customs value basis.®

U.S. Inland Transportation Costs

Inland transportation costs generally account for a small share of the delivered price of SSRW.
For U.S. producers, estimates ranged from less than 1.0 percent to as much as 8.0 percent. Similarly,
importers estimated that U.S. inland transportation costs for shipments of imports from all six of the
subject countries fell within a range of less than 1.0 percent to 7.0 percent of the delivered price.
Purchasers estimated that U.S. inland transportation costs for both domestic products and imports ranged
from 0.5 percent to 8.0 percent.

U.S. producers tend to ship SSRW longer inland distances in the United States than do importers.
Questionnaire responses indicate that about 12 percent of U.S. producers’ shipments are for distances of
less than 100 miles, 39 percent are for distances of 100 to 500 miles, and 49 percent are for more than
500 miles. In the case of imports, 43 percent are shipped distances of less than 100 miles, 39 percent are
shipped 100 to 500 miles, and 18 percent of shipments exceed 500 miles.

Exchange Rates

Nominal and real exchange rate data for Canada, India, Japan, Korea, Spain, and Taiwan are
presented on a quarterly basis in figure V-9.” The nominal exchange rates were available for Canada,
India, Japan, Korea and Spain for the entire 1996-98 period, and real exchange rate data for Japan and
Korea were also available for the entire period. Real exchange rates were only available through the
second quarter of 1998 for India and through the third quarter of 1998 for Canada and Spain. For
Taiwan, data on nominal and real exchange rates were only available through the second quarter of 1998.

¢ These estimates were derived using data for HTS number 7223.00.10.
7 Real exchange rates are calculated by adjusting the nominal rates for movements in producer prices in the
United States and the respective foreign country.

V-3



Figure V-9

Exchange rates: Indexes of the nominal and real exchange rates of the currencies of Canada, India,

Japan, Korea, Spain, and Taiwan in relation to the<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>