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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 731-TA-847 and 850 (Final)

CERTAIN SEAMLESS CARBON AND ALLOY STEEL STANDARD, LINE, AND PRESSURE
PIPE FROM JAPAN AND SOUTH AFRICA

DETERMINATIONS

On the basis of the record’ developed in the subject investigations, the United States
International Trade Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 (19
U.S.C. § 1673d(b)) (the Act), that an industry in the United States is materially injured by reason of
imports from Japan and South Africa of certain small diameter seamless carbon and alloy steel standard,
line, and pressure pipe (“small diameter pipe”), provided for in subheadings 7304.10.10, 7304.10.50,
7304.31.30, 7304.31.60, 7304.39.00, 7304.51.50, 7304.59.60, and 7304.59.80 of the Harmonized Tariff
Schedule of the United States, that have been found by the Department of Commerce to be sold in the
United States at less than fair value (LTFV).? The Commission made negative determinations
concerning critical circumstances. The Commission also determines that an industry in the United States
is materially injured by reason of imports from Japan of certain large diameter seamless carbon and alloy
steel standard, line, and pressure pipe (“large diameter pipe”), provided for in subheadings 7304.10.10,
7304.10.50, 7304.31.60, 7304.39.00, 7304.51.50, 7304.59.60, and 7304.59.80 of the Harmonized Tariff
Schedule of the United States, that have been found by the Department of Commerce to be sold in the
United States at LTFV .3

BACKGROUND

The Commission instituted these investigations effective June 30, 1999, following receipt of a
petition filed with the Commission and the Department of Commerce by counsel for Koppel Steel Corp.,
Beaver Falls, PA; Sharon Tube Co., Sharon, PA; U.S. Steel Group, Fairfield, AL; USS/Kobe Steel Co.,
Lorain, OH; and Vision Metals’ Gulf States Tube Div., Rosenberg, TX. The final phase of the
investigations was scheduled by the Commission following notification of preliminary determinations by
the Department of Commerce that imports of small diameter pipe from Japan and South Africa and large
diameter pipe from Japan 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 February 25, 2000 (65 FR 10107). The hearing was held in Washington, DC, on

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

2 Commissioners Jennifer A. Hillman and Thelma J. Askey dissenting with respect to small diameter pipe of
alloy steel. They determine that an industry in the United States producing such pipe is neither materially injured
nor threatened with material injury by reason of imports of such pipe from Japan and South Africa sold at LTFV.

3 Commissioner Thelma J. Askey dissenting with respect to large diameter pipe of alloy steel. She determines
that an industry in the United States producing such pipe is neither materially injured nor threatened with material
injury by reason of imports of such pipe from Japan sold at LTFV. 1



May 4, 2000, and all persons who requested the opportunity were permitted to appear in person or by
counsel.

The Commission transmitted its determinations in these investigations to the Secretary of
Commerce on June 16, 2000. The views of the Commission are contained in USITC Publication 3311
(June 2000), entitled Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From
Japan and South Africa: Investigations Nos. 731-TA-847 and 850 (Final).

By order of the Commission.

Donna R. Koehnke
Secretary

Issued:



VIEWS OF THE COMMISSION

Based on the record in these investigations, we determine that an industry in the United States is
materially injured by reason of imports of certain small diameter seamless carbon and alloy steel
standard, line, and pressure pipe (“small diameter pipe”) from Japan and South Africa that the
Department of Commerce (“Commerce”) found to be sold in the United States at less than fair value
(“LTFV”).! We further determine that an industry in the United States is materially injured by reason of
imports of certain large diameter seamless carbon and alloy steel standard, line, and pressure pipe (“large
diameter pipe”) from Japan that Commerce found to be sold at LTFV .2

I. DOMESTIC LIKE PRODUCT
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 . .. .

! Commissioner Hillman determines that the industry in the United States producing small diameter seamless
carbon steel standard, line and pressure pipe is materially injured by reason of subject imports from Japan and
South Africa sold at LTFV, and that the industry in the United States producing small diameter seamless alloy steel
standard, line and pressure pipe is neither materially injured nor threatened with material injury by reason of subject
imports from Japan and South Africa sold at LTFV. See Dissenting Views of Commissioner Jennifer A. Hillman.

2 Commissioner Askey determines that the industry producing small diameter seamless carbon steel standard,
line and pressure pipe in the United States is materially injured by reason of imports of small diameter seamless
carbon steel standard, line, and pressure pipe from Japan and South Africa that the Department of Commerce
(“Commerce”) has found to be sold in the United States at less than fair value (‘LTFV”). She further determines
that the industry producing large diameter seamless carbon steel standard, line and pressure pipe in the United
States is materially injured by reason of imports of large diameter seamless carbon steel standard, line, and pressure
pipe from Japan that Commerce found to be sold at LTFV. However, she also determines that the industry
producing small diameter seamless alloy steel standard, line, and pressure pipe in the United States is neither
materially injured nor threatened with material injury by reason of subject imports of small diameter seamless alloy
steel standard, line and pressure pipe from Japan found to be sold at LTFV, and that subject imports of small
diameter seamless alloy standard, line and pressure pipe from South Africa are negligible. She further determines
that the industry producing small diameter seamless alloy steel standard, line, and pressure pipe in the United States
is neither materially injured nor threatened with material injury by reason of subject imports of large diameter
seamless alloy steel standard, line and pressure pipe from Japan found to be sold at LTFV. She writes separately to
explain her views. See Concurring and Dissenting Views of Commissioner Thelma J. Askey.

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



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.’

B. Product Description

Petitioners filed petitions regarding small diameter seamless pipe from the Czech Republic,
Japan, Romania, and South Africa, as well as petitions regarding large diameter seamless pipe from
Japan and Mexico. In its final determination as to Japan and South Africa, Commerce defined the
imported merchandise within the scopes of these investigations as follows: '

Small Diameter Carbon and Alloy Seamless Standard, Line and Pressure Pipe

For purposes of the small diameter seamless pipe investigations,
the products covered are seamless carbon and alloy (other than stainless)
steel standard, line, and pressure pipes and redraw hollows produced,
or equivalent, to the ASTM A-53, ASTM A-106, ASTM A-333, ASTM
A-334, ASTM A-335, ASTM A-589, ASTM A-795, and the American
Petroleum Institute (API) SL specifications and meeting the physical
parameters described below, regardless of application. The scope of
these investigations also includes all products used in standard, line,
or pressure pipe applications and meeting the physical parameters
described below, regardless of specification. Specifically included
within the scope of these investigations are seamless pipes and
redraw hollows, less than or equal to 4.5 inches (114.3 mm) in

¢ See, e.g., NEC Corp. v. Dep’t of Commerce and U.S. Int’l Trade Comm’n, 36 F. Supp. 2d 380 (Ct. Int’] Trade
1998); 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’l Trade 1996).

7 See, e.g., S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979).

® Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed.
Cir. 1991).

? Hosiden Corp. v. Advanced Display Manufacturers, 85 F.3d 1561 (Fed. Cir. 1996) (Commission may find a
single like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F.
Supp. at 748-52 (affirming Commission determination of six like products in investigations where Commerce found
five classes or kinds).

1% Commerce also provided lengthy, detailed explanations of the specifications, characteristics, and uses of the
subject pipe, which are not repeated herein.



outside diameter, regardless of wall-thickness, manufacturing process
(hot finished or cold-drawn), end finish (plain end, beveled end,
upset end, threaded, or threaded and coupled), or surface finish."

Large Diameter Carbon and Alloy Seamless Standard, Line and Pressure Pipe

For purposes of the large diameter seamless pipe investigation,
the products covered are large diameter seamless carbon and alloy (other
than stainless) steel standard, line, and pressure pipes produced, or
equivalent, to the American Society for Testing and Materials (ASTM)
A-53, ASTM A-106, ASTM A-333, ASTM A-334, ASTM A-589, ASTM
A-795, and the American Petroleum Institute (API) 5L specifications and
meeting the physical parameters described below, regardless of application.
The scope of these investigations also includes all other products
used in standard, line, or pressure pipe applications and meeting the
physical parameters described below, regardless of specification,
with the exception of the exclusions discussed below. Specifically
included within the scope of these investigations are seamless pipes
greater than 4.5 inches (114.3 mm) up to and including 16 inches
(406.4 mm) in outside diameter, regardless of wall-thickness,
manufacturing process (hot finished or cold-drawn), end finish (plain
end, beveled end, upset end, threaded, or threaded and coupled), or
surface finish."

1165 Fed. Reg. 25907 (May 4, 2000). Commerce specifically excluded from the scope boiler tubing and
mechanical tubing, if such products are not produced to ASTM A-53, ASTM A-106, ASTM A-333, ASTM A-334,
ASTM A-335, ASTM A-589, ASTM A-795, and API 5L specifications and are not used in standard, line, or
pressure pipe applications. In addition, finished and unfinished oil country tubular goods (“OCTG”) are excluded
from the scope of these investigations, if covered by the scope of another antidumping duty order from the same
country. If not covered by such an OCTG order, finished and unfinished OCTG are included in this scope when
used in standard, line or pressure applications. Id.

1265 Fed. Reg. 25907 (May 4, 2000). Specifically excluded from the scope of these investigations are:

A. Boiler tubing and mechanical tubing, if such products are not
produced to ASTM A-53, ASTM A-106, ASTM A-333, ASTM A-334, ASTM
A-589, ASTM A-795, and API 5L specifications and are not used in
standard, line, or pressure pipe applications.

B. Finished and unfinished oil country tubular goods (OCTG), if covered
by the scope of another antidumping duty order from the same country.
If not covered by such an OCTG order, finished and unfinished OCTG
are included in this scope when used in standard, line, or pressure
applications.

C. Products produced to the A-335 specification unless they are used in
an application that would normally utilize ASTM A-53, ASTM A-106,
ASTM A-333, ASTM A-334, ASTM A-589, ASTM A-795, and API 5L
specifications.



C. General Description of Seamless Pipe"

Seamless standard pipes are intended for the low temperature and pressure conveyance of water,
steam, natural gas, air, and other liquids and gasses in plumbing and heating systems, air conditioning
units, automatic sprinkler systems, and other related uses.' Seamless line pipes are intended for the
conveyance of oil and natural gas or other fluids in pipe lines. Seamless line pipes are produced to the
API 5L specification. Seamless pressure pipes are intended for the conveyance of water, steam,
petrochemicals, chemicals, oil products, natural gas, and other liquids and gasses in industrial piping
systems. They may carry these substances at elevated pressures and temperatures and may be subject to
the application of external heat.'”” Seamless pipes are commonly produced and certified to meet all of the
most common standard, line, and pressure pipe requirements (i.e., multiple-certified or multiple-
stenciled).

The primary application of small diameter seamless pipe is in pressure piping systems; other
applications include oil field separator lines, gathering lines, and metering runs, as well as oil and gas
distribution lines for commercial applications.'® The primary application of large diameter seamless
pipes is for use as oil and gas distribution lines for commercial applications; other applications include
use in pressure piping systems and in oil field separator lines, gathering lines, and metering runs."”

D. Line and riser pipe for deepwater application, i.e., line and riser
pipe that is (1) used in a deepwater application, which means for use
in water depths of 1,500 feet or more; (2) intended for use in and is
actually used for a specific deepwater project; (3) rated for a
specified minimum yield strength of not less than 60,000 psi; and (4)
not identified or certified through the use of a monogram, stencil,
or otherwise marked with an API specification (e.g., “API 5L”).

Id. Commerce made exclusions (C) and (D) subsequent to its preliminary determination at petitioners’
request.

1 The information in this section is distilled from Confidential Report (“CR”) at I-5 to I-9, I-11 to I-12, and
Public Report (“PR”) at I-5 to I-11.

14 Seamless standard pipes are most commonly produced to the ASTM A-53 specification and generally are not
intended for high temperature service. If exceptionally low temperature uses or conditions are anticipated, standard
pipe may be manufactured to ASTM A-333 or ASTM A-334 specifications.

13 Seamless pressure pipes sold in the United States are commonly produced to the ASTM A-106 standard.
Alloy pipes made to ASTM A-335 standard must be used if temperatures and stress levels exceed those allowed for
ASTM A-106.

16 Such pipes may also be used in some boiler applications. In addition, redraw hollows are any unfinished pipe
or “hollow profile” of carbon or alloy steel transformed by hot rolling, cold drawing, hydrostatic testing, or other
methods to enable the material to be certified to meet standard, line, and pressure pipe requirements.

17 These applications constitute the majority of the market for the subject seamless pipes. However, ASTM A-
106 pipes may be used in some boiler applications.



D. Domestic Like Product Issues

In the preliminary determination, the Commission found two domestic like products
corresponding to the two scopes of these investigations: small diameter seamless pipe, i.e., pipe with an
outside diameter of not more than 4.5 inches; and large diameter seamless pipe, i.e., pipe with an outside
diameter of more than 4.5 inches, but not more than 16 inches.'®* The Commission also determined that
seamless carbon pipe and seamless alloy pipe did not constitute separate domestic like products.'

In the final phase of these investigations, petitioners and the Mexican respondent argue that the
Commission should continue to find small diameter pipe and large diameter pipe to be separate like
products, while no party argues that they should not be separate domestic like products.?® The Japanese
respondents and importer MC Tubular Co. argue that alloy pipe should be a separate like product from
carbon pipe, while petitioners oppose defining alloy pipe as a separate like product.?!

1. Small Diameter vs. Large Diameter Pipe

Physical Characteristics and Uses. The distinguishing characteristic between small diameter and
large diameter pipe is size, in that small diameter pipe is less than or equal to 4.5 inches in outside
diameter, while large diameter pipe is greater than 4.5 inches in outside diameter. Small and large
diameter seamless pipe have overlapping end uses (i.e., standard pipe applications; line pipe applications;
and pressure pipe applications). Small diameter seamless pipe is primarily used in industrial applications
such as refineries and chemical plants to carry small amounts of liquids or gases under pressure. Large
diameter pipe is primarily used in pipeline applications to convey large volumes of oil or gas over long

18 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the Czech Republic, Japan,

Mexico, Romania, and South Africa, Invs. Nos. 731-TA-846-850 (Preliminary), USITC Pub. 322 (August 1999)
(“Preliminary Determination™) at 7-8.

19 Preliminary Determination at 8-9. The Commission also determined that it did not find high-strength line pipe
and commodity grade pipe to be separate domestic like products, but stated that it intended to seek more
information on this issue in the final phase. Preliminary Determination at 9-10. After the amendment to the scope
of the large diameter investigations excluding certain deep water line pipe, none of the parties are arguing that high-
strength line pipe should be a separate domestic like product, and there is nothing in the record to provide the
Commission with a clearer dividing line between high-strength and commodity grade pipe than the Commission
could ascertain in the preliminary determination. Accordingly, the Commission has no basis to make any different
finding with respect to high-strength line pipe in this final determination.

In the preliminary determination, the Commission also determined not to include seamless pipe exceeding
16 inches in outside diameter in the large diameter pipe domestic like product, and not to include circular welded
pipe in either domestic like product. It further determined that the product most similar in characteristics and uses
to the OCTG included in the scopes of the investigations was seamless pipe and not OCTG generally. Finally, the
Commission determined to include redraw hollows in the small diameter pipe domestic like product. Preliminary
Determination at 8, 10-11. In the absence of any arguments or new information to the contrary, we see no reason to
revisit these determinations.

20 Petitioners’ Prehearing Brief at 6-11; Mexican Respondent’s Prehearing Brief at 1 n.1.

2! Japanese Respondents’ Prehearing Brief at 6-28; MC Tubular’s Posthearing Brief at 1-12; Petitioners’
Prehearing Brief at 16-22. Both the petitioners and the respondents focus their domestic like product arguments on
the comparison of ASTM A-335 small diameter alloy pipe with ASTM A-106 small diameter carbon pipe.
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distances.”? However, multiple stenciling for cross-applications is common in small diameter pipe as well
as in certain large diameter pipes.”

Interchangeability. There is very limited interchangeability between small and large diameter
seamless pipe because of differences in engineering design and specifications.”

Channels of Distribution. U.S. producers sell both small diameter pipe and large diameter pipe
mainly to distributors that tend to purchase seamless pipe in both size ranges. No purchaser reported any
difference in the channels of distribution between small and large diameter pipe.?

Common Manufacturing Facilities, Employees and Methods. The range of sizes a particular
seamless pipe producer can produce is a function of the equipment it uses. Of the major domestic
producers, two produce only small diameter pipe, one produces only large diameter pipe, and one
produces both, using different mills to do so. Two domestic producers produce both large and small
diameter pipe using the same facilities: Timken, a relatively minor producer, and U.S. Steel Group’s
Fairfield mill, which produces small diameter pipe only in the 4.5 inch size.?® The mills that make large
diameter pipe are much larger and have substantially larger capital requirements than those that make
small diameter pipe.”

Producer and Customer Perceptions. Both petitioners and respondents agree that producers and
customers perceive small and large diameter pipe to be different products because of the difference in end
uses.® Commission questionnaires elicited numerous comments that there is no competition between
small diameter pipe and large diameter pipe.”

Price. The productivity rate (in tons per hour) for manufacturing small diameter pipe is much
lower than it is for large diameter pipe, and accordingly variable costs and selling prices are higher for
small diameter pipe. This is reflected in higher average unit values (“AUVs”) for shipments for the
domestic industry producing small diameter pipe.*°

Conclusion. We find that small diameter seamless pipe and large diameter seamless pipe are
separate domestic like products, notwithstanding several similarities between the products. As the
Commission stated in the preliminary determination, the Commission “generally has not drawn lines

22 CR atI-12, PR at I-11. Conference Transcript at 24 (Hill).

B CRatI-6,1-8 to I-9; PR at I-6, I-8 . We note that all of the common grade small diameter and large diameter
seamless pipe products (Products 1-4) for which the Commission collected pricing and quantity data are triple
stenciled. CR at V-8, PR at V-6 to V-7.

* CR at I-20, PR at I-17; Preliminary Staff Report, Appendix D, at D-3 to D-4, D-7.

» CR at II-2 to II-3, PR at II-2. We note that large diameter pipe projects are frequently put up for bid. CR at I-
20, PR at I-18.

% CR at1-18 to I-19, PR at I-16.

" Conference Transcript at 22-23 (Hill).

% CR atII-1, PR at II-1; Conference Transcript at 24 (Hill); Hearing Transcript at 170 (Houlihan).
? Preliminary Staff Report, Appendix D, at D-3 to D-4, D-9.

3% Conference Transcript at 23, 50-51 (Hill); CR and PR at Tables I1I-4 and III-5.
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based on size, and has looked for other points of distinction before finding separate like products.”!
However, in addition to the size difference, we find other important differences between large diameter
and small diameter pipe. Small and large diameter pipe have somewhat different end uses and limited
interchangeability, are priced differently, are perceived as different products by producers and consumers,
and (with few exceptions) are manufactured in different mills with different equipment.

Each domestic like product determination made by the Commission is sui generis, and starts with
the scope of the investigation. Here, with the record showing important differences, with the
investigations having proceeded on the basis of two separate and distinct scopes for small diameter pipe
and large diameter pipe, and with no party objecting to treating small diameter and large diameter pipe as
separate domestic like products, we do not conclude that it is appropriate to expand the domestic like
product corresponding to either scope to include small and large diameter pipe as a single domestic like
product.*?

2. Carbon vs. Alloy Pipe*

In the final phase of these investigations, the parties’ arguments with respect to the chemistry of
seamless pipe concern only small diameter alloy pipe. Commerce’s amendments to the scope of the large

diameter pipe investigations excluded nearly all of the subject large diameter alloy imports from the large
diameter scope.

Physical Characteristics and Uses. As a general matter, seamless pipes and tubes (the vast
majority of which are produced from carbon steel) are used in demanding applications requiring
exceptional strength, high pressure containment, and a great degree of reliability.>* The chemistry of alloy
pipe (more specifically, the chemistry of the upstream product -- the billet)*> makes it particularly suitable
for applications in high pressure, high temperature, or low temperature service. These uses include the

3! Preliminary Determination at 7; see, e.g., Heavy Forged Handtools from the People's Republic of China, Inv.
No0.731-TA-457 (Final), USITC Pub. 2357, at 7-8 (Feb. 1991), citing Sweaters Wholly or in Chief Weight of

Manmade Fibers from Hong Kong, the Republic of Korea and Taiwan, Invs. Nos. 731-TA-488-450 (Preliminary),
USITC Pub. 2334, at 4-5 (Nov. 1989).

32 We note that in Certain Seamless Carbon and Alloy Standard, Line, and Pressure Steel Pipe from Argentina,
Brazil, Germany, and Italy, Invs. Nos. 701-TA-362 & 731-TA-707-710 (Final), USITC Pub. 2910 (July 1995), at
1-7, the Commission determined that the domestic product like imported small diameter seamless pipe -- pipe with
an outside diameter of not more than 4.5 inches -- was seamless pipe not more than 4.5 inches outside diameter. In
those investigations, the scope was limited to small diameter pipe, no party argued that the domestic like product
should be broadened beyond the scope to include large diameter pipe, and the Commission did not address whether
large diameter pipe should be included as part of the domestic like product.

3 Commissioner Hillman does not join this section of the opinion. See her separate views.

*CRatI-11n.14, PR at I-10 n.14. Welded pipes and tubes, in contrast, more commonly are used to transport
liquids at or near atmospheric pressure. Id.

3% Carbon steel contains controlled amounts of carbon and manganese, while alloy steels contain controlled
amounts of alloying elements, such as nickel, chromium, and molybdenum, and provide physical properties not
achievable with carbon steel. CR at1-12, PR at I-12.



most demanding pressure pipe applications, consistent with the service requirements of the Boiler and
Pressure Code.*

The primary function of alloys is to enhance the properties of the steel. The inclusion of elevated
levels of alloying elements, such as nickel, chromium, and molybdenum, gives alloy pipe higher strength
and the ability to withstand higher temperatures. Alloy pipe’s physical properties make it suitable for
more extreme applications for which carbon pipe is not suitable, such as for high temperature, high
pressure or more corrosive service requirements.”” Carbon pipe becomes metallurgically unstable at
higher temperatures because of oxidation and graphitization, and accordingly is not safe to be used in
extremely high-temperature applications.*®

Interchangeability. The manufacture of alloy pipe is limited to smaller production runs, ***, or
for quick turnaround sales.** Therefore, while it is technically possible for alloy pipe to be used for
carbon pipe applications, alloy pipe remains a low-volume specialty product principally used in high
pressure, high temperature, or low temperature applications. The record indicates that actual
interchangeability is rare, given the price differential between the two, as well as other suitability
problems. It is undisputed that carbon pipe cannot be substituted for alloy pipe applications and that it is
dangerous to do so0.%

Channels of Distribution. Both carbon and alloy pipe are sold to distributors rather than directly
to end users. Alloy pipe accounts for only a very small percentage of total seamless pipe shipments in the
United States (less than *** percent from 1997 to 1999), and the number of alloy distributors is
accordingly much smaller than it is for the large network of carbon pipe distributors. Most distributors of
alloy pipe also distribute carbon pipe.*!

Common Manufacturing Facilities, Employees and Methods. Carbon pipe and alloy pipe are both
manufactured in the same facilities using the same equipment and the same employees.** Alloy pipe has

% CR at I-13, PR at I-12.

7 CR at I-12 to I-13, PR at I-12. Respondents contend that the appropriate temperature threshold is 800 degrees.
We are reluctant to accept this as a “bright line” distinction, since it appears that seamless carbon steel ASTM
standard A-106 B pressure pipe may be used in temperatures of up to 1,000 degrees Fahrenheit, at various
American Society of Mechanical Engineers (ASME) code stress levels. Alloy piping made to ASTM standard A-
335 must be used if temperature and stress levels exceed those allowed for A-106 and ASME codes. CR at I-12;
PR atI-11.

3% Hearing Transcript at 260-262 (Prager); Japanese Respondents’ Prehearing Brief at 9-12.
% See, e.g., CR at II-18, PR at I1-13; Hearing Transcript at 242 (Christopher).
40 CR at I-20, PR at I-17; Hearing Transcript at 39, 120 (Hill), 237, 260-261 (Prager).

4 CR at I-21 to I-22, II-3, PR at I-18 to I-19, II-2 to II-3; Hearing Transcript at 239-240 (Lawrence); CR and PR
at Tables C-1, C-4. Given alloy pipe’s small share of the seamless pipe market, we do not find significant the fact
that the number of alloy distributors is likewise small.

2 Seamless standard, line, and pressure pipe may be produced from steel made by either the basic-oxygen
steelmaking process, which uses iron ore, scrap, and alloying materials as raw materials, or by the electric-arc
furnace steelmaking process which uses scrap, direct-reduced iron, cold pig iron, and alloying materials. The
chemical composition of steel, including the level of carbon, manganese, and any alloying elements, such as nickel,
chromium, and molybdenum, is controlled in the melting process, and is not affected by further processing. CR at
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additional processing steps including heat treatment that may take place in different facilities; some
carbon pipe is also heat treated.* Two U.S. producers, Gulf States Tube Division and Michigan
Specialty Tube (both owned by Vision Metals, Inc.), produce small diameter alloy and carbon pipe using
the same facilities, production equipment and workers.* Koppel Steel Corp. produces small diameter
carbon pipe, and has the capacity to produce small diameter alloy pipe.*

Producer and Customer Perceptions. Because alloy seamless pipe can withstand an even wider
range of temperatures and pressures than can carbon seamless pipe, many customers view alloy pipe as a
specialized niche product, although U.S. producers such as Vision Metals, Inc. view carbon and alloy pipe
products as part of the continuum of seamless pipe products.* A number of questionnaire responses from
purchasers and importers suggest that some customers view them as separate products.*’

Price. It is undisputed that alloy pipe is more expensive than carbon pipe, and that *** *

Conclusion. We find that carbon pipe and alloy pipe comprise a continuum of seamless pipe
products. While there are a number of differences between carbon and alloy pipe, we find those
differences to be less significant than their similarities. Seamless alloy pipe varies in chemical
composition and is used in more extreme environments than seamless carbon pipe, but these differences
are not controlling, particularly in the context of the characteristics and uses shared by seamless pipe
products in general. The fact that alloy pipe may be used for particularly demanding, high pressure
applications does not establish it as a separate domestic like product, since this is characteristic of
seamless pipe generally. Moreover, carbon and alloy pipe are manufactured in the same facilities with the
same equipment and the same workers. The carbon/alloy price differential, customer perceptions of alloy
pipe as a specialty product, and the smaller, more specialized alloy distribution network are consistent
with alloy pipe’s small niche within the larger seamless carbon and alloy pipe market.

Based on the above analysis, we find that carbon and alloy seamless pipe should not be defined as
separate domestic like products. Accordingly, we find two domestic like products corresponding to the
two scopes of these investigations: small diameter seamless pipe and large diameter seamless pipe.

III. DOMESTIC INDUSTRY

Section 771(4) of 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 that product.” In defining the domestic industry,
the Commission’s general practice has been to include in the industry producers of all domestic

I-14, PR at I-13.
“ CRatl-14to1-15,1-17, PR at I-13 to I-14, I-16.
* Hearing Transcript at 39-40 (Hill).
 CR at II-5 to II-6, PR at II-4; Conference Transcript at 121 (Ramsey).
 Hearing Transcript at 39, 106 (Hill).
47 Japanese Respondents’ Prehearing Brief at 20-23; CR at II-1, PR at II-1.
“ CR and PR at Tables C-3, C-4; Hearing Transcript at 40 (Hill); MC Tubular’s Prehearing Brief at 6.
919 U.S.C. § 1677(4)(A).
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production of the domestic like product, whether toll-produced, captively consumed, or sold in the
domestic merchant market, provided that adequate production-related activity is conducted in the United
States.”® Based on our finding of two domestic like products, we define two corresponding domestic
industries: a small diameter seamless pipe industry, and a large diameter seamless pipe industry,
encompassing all domestic producers of those products, respectively.

In its preliminary determination, the Commission found that the record supported inclusion of two
domestic redrawer/finishers in the domestic industry producing small diameter pipe: Sharon Tube Co.
and *** 3! In deciding whether a firm qualifies as a domestic producer, the Commission generally
analyzes the overall nature of a firm's production-related activities in the United States.”> We find that the
record in these investigations supports including redrawer/finishers in the domestic industry producing
small diameter pipe. Accordingly, we again determine that Sharon Tube is a domestic producer of small
diameter pipe based on its production-related activity in the United States. With regard to ***, we note
that in the preliminary phase of the investigations, the company identified itself as a domestic producer,
and was found by the Commission to be part of the domestic industry producing small diameter pipe, on
the basis of ***.* However, in response to the Commission’s questionnaire in the final phase of the
investigations, *** did not identify itself as a domestic producer, and stated that ***. Accordingly, we
determine that *** is not a member of the domestic industry producing small diameter pipe.>*

%0 See, e.g., DRAMSs From Taiwan, Inv. No. 731-TA-811 (Final), USITC Pub. 3256 at 6 (Dec. 1999); Stainless
Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-373, 731-TA-
769-775 (Final), USITC Pub. 3126, at 7 (Sept. 1998); Manganese Sulfate from the People’s Republic of China, Inv.
No. 731-TA-725 (Final), USITC Pub. 2932, at 5 & n.10 (Nov. 1995) (the Commission stated it generally
considered toll producers that engage in sufficient production-related activity to be part of the domestic industry);
see, e.g., Oil Country Tubular Goods from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain (“OCTG”),
Invs. Nos. 701-TA-363-364 (Final) and Invs. Nos. 731-TA-711-717 (Final), USITC Pub. 2911 (Aug. 1995) (not
including threaders in the casing and tubing industry because of “limited levels of capital investment, lower levels
of expertise, and lower levels of employment”).

5! Preliminary Determination at 12-13.

52 Preliminary Determination at 12 n.48 and 49. See, e.g., Ferrovanadium and Nitrided Vanadium from Russia
Inv. No. 731-TA-702 (Final), USITC Pub. 2904, at I-8 (June 1995). The Commission generally considers six
factors: (1) source and extent of the firm's capital investment; (2) technical expertise involved in U.S. production
activities; (3) value added to the product in the United States; (4) employment levels; (5) quantity and type of parts
sourced in the United States; and (6) any other costs and activities in the United States directly leading to
production of the like product.

%3 Preliminary Determination at 14.

* CR at I1I-4 n.1, PR at IT1I-3 n.1. We also find *** to be a member of the domestic industry producing small
diameter pipe on the basis of its activities as a finisher/redrawer, but note that it submitted no financial data to the
Commission. CR at I1I-4 n.1, PR at I1I-3 n.1.
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Iv. MATERIAL INJURY BY REASON OF LTFV IMPORTS OF SMALL
DIAMETER PIPE FROM JAPAN AND SOUTH AFRICA®

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 subject imports under investigation.>
In making this determination, the Commission must consider the volume of the subject 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 subject 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.”*

For the reasons discussed below, we determine that the domestic industry producing small
diameter pipe is materially injured by reason of LTFV imports from Japan and South Africa.

A. Cumulation
1. In General

For purposes of evaluating the volume and price effects for a determination of material injury by
reason of the subject imports, Section 771(7)(G)(i) of the Act requires the Commission to cumulate
subject imports from all countries as to which petitions were filed and/or investigations self-initiated by
Commerce on the same day, if such imports compete with each other and with domestic like product in
the U.S. market.’! In assessing whether subject imports compete with each other and with the domestic
like product,®* the Commission has generally considered four factors, including:

%> Commissioner Hillman joins in Part IV with respect to carbon pipe. While she analyzed data for carbon pipe
alone, any difference from the data for carbon and alloy pipe combined that are contained in this portion of the
Commission’s views is minimal with respect to both absolute numbers and trends.

%19 U.S.C. § 1673d(b).

5719 U.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 . . . [a]nd explain in full its relevance to the determination.”
19 U.S.C. § 1677(7)(B); see also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

%19 U.S.C. § 1677(7)(A).
%19 U.S.C. § 1677(7)(C)(iii).
%19 U.S.C. § 1677(7)(C)(iii).
1 19 U.S.C. § 1677(7)(G)(i).

62 The Uruguay Round Agreements Act (URAA) Statement of Administrative Action (SAA) expressly states
that “the new section will not affect current Commission practice under which the statutory requirement is satisfied
if there is a reasonable overlap of competition,” SAA, H.R. Rep. 103-316, vol. I at 848 (1994), citing Fundicao
Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int’] Trade 1988), aff’d, 859 F.2d 915 (Fed. Cir. 1988).
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€))] the degree of fungibility between the subject 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 subject
imports from different countries and the domestic like product;

A3) the existence of common or similar channels of distribution for subject imports
from different countries and the domestic like product; and

“) whether the subject 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 subject imports
compete with each other and with the domestic like product.** Only a “reasonable overlap” of
competition is required.®

Because the petitions in the investigations concerning small diameter pipe from the Czech
Republic, Japan, Romania, and South Africa were filed on the same day, the first statutory criterion for
cumulation is satisfied. In addition, none of the four statutory exceptions to the general cumulation rule

“applies for purposes of this determination.®® Therefore, we are required to determine whether there is a
reasonable overlap of competition both among the subject imports from the Czech Republic, Japan,
Romania, and South Africa, and between the subject imports and the domestic like product.

2. Analysis

Fungibility. The bulk of small diameter pipe imported from each of the subject countries and
produced domestically is in commodity grades.” These grades conform to standards and specifications
published by a number of organizations, including the ASTM, ASME, and API. Comparable
organizations in England, Germany, Japan, and Russia have also developed standard specifications for
steel pipes and tubes.®®

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

% See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989).

6 See Goss Graphic System, Inc. v. United States, 33 F. Supp. 2d 1082 (Ct. Int’l Trade 1998) (“cumulation does
not require two products to be highly fungible”); Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (Ct. Int’]
Trade 1996); Wieland Werke, 718 F. Supp. at 52 (“Completely overlapping markets are not required.”).

% These exceptions concern imports from Israel, countries as to which investigations have been terminated,
countries as to which Commerce has made preliminary negative determinations, and countries designated as
beneficiaries under the Caribbean Basin Economic Recovery Act. 19 U.S.C. § 1677(7)(G)(ii).

7 Hearing Transcript at 41 (Ramsey).

8 CRatI-12, PR at I-11. The specifications met by a pipe product are commonly marked on each piece of pipe
and referred to as a “stencil.”
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Consequently, small diameter pipe from both subject and domestic sources tends to be generally
interchangeable. Indeed, most purchasers indicated that subject imports from each of the four countries
were used in the same applications as U.S.-produced pipe.® Additionally, purchasers generally found the
subject imports from each of the four countries comparable to domestically-produced product in quality.”

Several respondents have argued that particular product characteristics of subject imports from
individual countries limit their fungibility with the domestic like product. Czech, Romanian, and South
African respondents contend that the fungibility of subject imports from those countries is limited because
they are not on approved manufacturers’ lists (AMLs).”" AMLs are widely used, particularly in the
energy business, and product not on a purchaser’s AML may face some limitations in ability to compete
for sales. Nevertheless, a large number of purchasers, including independent oil and gas producers and
engineering and construction subcontractors, do not use AMLs. Moreover, there is some evidence that
purchasers with AMLs may deviate from those AMLs for certain purchases.”” Czech and South African
respondents further argue that imports from those countries had much longer lead times than
domestically-produced product. Although this is confirmed by the purchaser questionnaire responses,
purchasers did not indicate that delivery time was among the most important purchasing factors for Czech
product or South African product.”? Consequently, although respondents have identified some
distinctions between imports from individual subject countries and the domestic like product, we do not
believe that these distinctions seriously limit product fungibility, particularly given the general
interchangeability of small diameter pipe from domestic and subject sources.

Geographic Overlap. The majority of domestic producers report that they serve the entire United
States. Japanese pipe was available in all geographic areas of the United States; Romanian pipe was
present on the ***; Czech pipe was present in ***; and South African pipe was available on ***7* Thus,
at a minimum, the domestic like product and *** were present in the Gulf area.

Channels of distribution. The vast majority of shipments of both subject imports of small
diameter pipe and the domestic like product were to distributors.”

% CRat I1-19, PR at II-13 (Czech Republic); CR at I1-20, PR at II-14 (Japan); CR at II-24, PR at II-17 to II-18
(Romania), CR at I1-26, PR at 1I-18 (South Africa).

" CR at II-19, 11-21, 11-25-26, PR at II-13 to II-14, II-17 to II-18. Japan was the only subject source of alloy
small diameter seamless pipe. Between 1997 and 1999, alloy pipe accounted for *** percent of U.S. imports of
Japanese small diameter seamless pipe. Compare Table C-1 with Table C-4. The Japanese have confirmed that the
bulk of Japanese shipments (of small diameter carbon steel seamless pipe) have always been non-specialized.
Japanese Respondents’ Posthearing Brief, Part II, at 4.

" CR atII-14 to II-16, PR at I1-9 to II-11; Czech Respondent’s Posthearing Brief, Exh. 9; Romanian
Respondents’ Posthearing Brief, Exh. 4.

2 Tr. at 42-43 (Ramsey), 48 (Binder).
3 CR at II-19, 11-26, PR at 1I-13 to II-18.
" CR at II-2, PR at II-1 to II-2.

S CR at I-20, PR at I-17. The Romanian respondents argue that there are ***, but the limited information in the
record is insufficient to corroborate this contention. Romanian Respondents’ Prehearing Brief at 3 and Exh. 1.
Moreover, in light of the other similarities, such a difference in distribution channels would not be sufficient to
support a finding of lack of reasonable overlap of competition.
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Simultaneous Presence. Subject imports from Japan occurred in every month during the period of
investigation; subject imports from the Czech Republic occurred in 31 of the 36 months of the period,
subject imports from Romania occurred in 30 of the 36 months; and subject imports from South Africa
occurred in 28 of the 36 months.”™

Conclusion. Based on the evidence in the record of general fungibility among the subject imports
and between the subject imports and the domestic like product, geographic overlap in at least the Gulf
region, similar channels of distribution, and the simultaneous presence of subject imports in the U.S.
market, we find a reasonable overlap of competition among the subject imports, and between the subject
imports and the domestic like product. Consequently, we cumulate subject imports from the Czech
Republic, Japan, Romania, and South Africa for the purpose of analyzing whether the domestic industry
has been materially injured by reason of the subject imports.

B. Conditions of Competition

Demand for small diameter seamless pipe depends in significant part on the level of activity in the
oil and gas sector. Other important components of demand include industrial construction/reconstruction
and facility repair and maintenance (especially at petrochemical and refinery installations). As
distributors, most purchasers cannot identify precisely the end use applications of their small diameter
pipe; however, only one purchaser described itself as not tied to the oil and gas market.”” Many producers
and importers felt that demand had fluctuated over the period examined, with 1996 and 1997 being
generally stronger years and 1998 and 1999 being somewhat depressed due to declining oil and gas
production in the United States, although a number of producers also attribute shifts in demand to unfairly
traded imports. Declining demand is consistent with trends in apparent U.S. consumption, which fell by
43.1 percent between 1997 and 1999.7 °

While factors such as differences in lead times, product quality, and presence on AMLs may limit
substitutability somewhat, the record indicates a moderately high level of substitutability between subject
imports and the domestic like product.** Moreover, while purchasers rated quality as the number one
consideration in purchasing seamless pipe, price is also important. Further, most common grade products

76 Petitioners’ Prehearing Brief at 33-34 and Exh. 12.

7 CR at [1-10 and n.40, PR at II-7 and n.40. In addition, 16 purchasers reported that rising oil and gas prices
increase demand for large and small diameter pipe. CR at II-11, PR at II-18.

8 CR and PR at Table C-1. While there can be an inverse relationship between activity in the oil and gas
industry and in the petrochemicals industry, such that increased pipe demand in the petrochemical industry offsets a
decline in oil and gas industry pipe demand, this phenomenon was not evident during the period of investigation.
To the contrary, as demand in the oil and gas industry was declining, so too was petrochemical industry demand.
As a consequence, apparent U.S. consumption of small diameter seamless pipe declined sharply during the period
of investigation. CR at II-5, PR at II-3; Conference Transcript at 20 (Hill).

7 Most purchasers reported that there are no viable substitutes for seamless pipe. However, several producers
and importers report that welded pipe can be substituted for small diameter seamless pipe in certain applications.
Plastic tubing and, less frequently, mechanical tubing and OCTG were also mentioned as potential substitutes. CR
at II-12 to II-13, PR at II-9.

80 CR at II-30; PR at I1-20.
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are multi-stenciled to industry standards, which lessens the significance of quality differences.®! We note
that despite respondents’ arguments about the importance of AMLs, Romania held as much as ***
percent of domestic consumption, and as much as *** percent of total imports in 1997 despite not being
on AMLs. Indeed, as explained in the discussion of cumulation, there are a significant number of
purchasers who do not rely on AMLs.* In addition, “Buy American” restrictions covered only about 5
percent of seamless pipe transactions.®

Nonsubject imports declined from 1997 to 1999, and remained well below the level of subject
imports. Nonsubject imports’ market share fell from 1997 to 1999, declining to 6.9 percent in 1999 %

C. Volume of the Cumulated 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.”®

The quantity of subject imports of small diameter seamless pipe rose from 59,017 short tons in
1997 to 83,228 short tons in 1998.% The share of domestic consumption supplied by cumulated subject
imports of small diameter pipe increased from 21.8 percent in 1997 to 35.8 percent in 1998.
This increase in import market share came largely at the expense of the domestic industry, whose market
share declined from 67.8 percent to 54.9 percent in the same period.®”” In 1999, the quantity of subject
imports fell to 35,683 short tons.®®* The domestic industry’s market share rose to 69.3 percent in 1999,*
but we find that this was largely as a result of significant decreases in domestic prices to meet the subject
import prices.”® We also find that subject imports declined in 1999 in part as a result of the filing of the
petitions on June 30, 1999, as is reflected in the significant decline in subject imports in the fourth
quarter of 1999.°! Even after this decline from 1998 levels, the share of domestic consumption supplied

8 CRatII-1, II-15, PR at II-1, II-11.

82 Hearing Transcript at 42-43 (Ramsey), 48 (Binder); CR and PR at Tables IV-3 and IV-7. Moreover, we note
that the vast majority of both small diameter subject imports and domestic production was sold to distributors, so
there are few significant differences in channels of distribution. CR at I-20, PR at I-17.

¥ Conference Transcript at 56-57 (testimony of Mr. Hill: “We took a look at that and the Commission took a
look at that in the 1994/95 case. Back then I personally estimated that the market had declined to less than 15
percent Buy American in the mid-1990s, right now I would estimate it is less than 5 [percent]”).

8 CR and PR at Tables IV-3 and IV-7. We note that nonsubject imports are likely understated in our record.
CR atIV-1n.1, PR at IV-1 n.1. However, census data, which are overinclusive, indicate a similar trend. Id.

19 US.C. § 1677(7)C)G).

% CR and PR at Table IV-3.

8 CR and PR at Table IV-7.

% CR and PR at Table IV-3.

¥ CR and PR at Table IV-7.

* Hearing Transcript at 38 (Hill), 42 (Ramsey), 44-45 (Gajdzik).

°! Hearing Transcript at 282 (Nolan). The decline in imports in the fourth quarter of 1999 is confirmed by
Census data, which may include nonsubject pipe as well as subject pipe, but are nevertheless indicative of the trends
in the subject small diameter pipe market. South African Respondents’ Posthearing Brief, Annex 2. Because the
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by subject imports in 1999 was 23.8 percent, which was higher than the 1997 import market share, and
which we find to be significant.”

Accordingly, we find the volume of subject imports of small diameter seamless pipe to be
significant.

D. Price Effects of the Cumulated 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 —

(D) there has been significant price underselling by the imported merchandise as
compared with the price of domestic like products of the United States, and

(I 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.”

Prices for domestically-produced small diameter pipe declined ***, as shown by a review of
pricing information for products 1-3. While the domestic producers’ prices for these products were
stable in 1997 and 1998, those prices declined *** in 1999. Subject import prices for these products also
generally declined in 1999.** In addition, there was significant underselling by subject imports. There
was underselling by the subject imports in 43 of 44 quarterly comparisons for product 1, 41 of 45
quarterly comparisons for product 2, and 24 of 32 quarterly comparisons for product 3.”> While we view
average unit values (AUVs) in this industry with caution, given product mix issues, AUVs confirm the
pattern shown by the product-specific pricing data. Cumulated AUVs declined significantly from 1997
to 1999; Japan, the largest source of subject imports in 1998 and 1999, showed dramatic declines in
AUVs while its subject import volumes were increasing through the first half of 1999.% %7

1999 decline in subject import volumes is in part attributable to the filing of the petitions, we have reduced the
weight we have accorded to these data pursuant to 19 U.S.C. § 1677 (7)(I), which states: “[TThe Commission shall
consider whether any change in the volume, price effects, or impact of imports of the subject merchandise since the
filing of the petition in an investigation ... is related to the pendency of the investigation and, if so, the Commission
may reduce the weight accorded to the data for the period after the filing of the petition in making its determination
of material injury, threat of material injury, or material retardation of the establishment of an industry in the United
States.”

°2 CR and PR at Table IV-7.

%19 U.S.C. § 1677(T)(C)(ii).

% CR and PR at Tables V-1, V-3, V-5.
% CR and PR at Tables V-1, V-3, V-5.

% CR and PR at Table C-1. We give little weight to the fact that AUV's of Romanian subject imports increased
during the period, since the volumes of imports were declining, and constituted a much smaller proportion of the
subject imports in 1999 than in prior years.

°7 Chairman Bragg has not relied upon AUV data in assessing the price effects of subject imports in these
investigations. Chairman Bragg notes that overall, subject imports of small diameter pipe undersold the domestic
like product in 171 of 186 quarterly price comparisons.
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We have closely examined the decline in demand for small diameter pipe. While this decline did
have an effect on small diameter pipe prices, we find that it does not fully explain the price declines
evidenced in the record. As previously noted, we find a moderately high level of substitutability between
subject imports and the domestic product. Moreover, there was significant underselling by subject
imports, as the pricing comparisons for products 1-3 show, and volumes of subject imports increased
substantially in 1998 while domestic demand was weak. Quarterly pricing data indicate that subject
imports led prices down in 1998 and 1999 as demand softened. Indeed, subject imports from Japan,
which had a mixed pattern of underselling and overselling in 1997 and early 1998, consistently undersold
the domestic product (with only one exception) by the end of 1998.”® Given the dramatic decline in price
levels, along with pervasive and significant underselling and the substitutability of subject imports, we
find that the subject imports depressed domestic prices to a significant degree.

E. Impact of the Cumulated 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
industry.”!®

All the major indicators for the small diameter pipe industry declined significantly between 1997
and 1999. The domestic industry’s operating income fell from $14.6 million in 1997 to $6.9 million in
1998, and to an operating loss of $10.8 million in 1999.!°! In 1999, five of the seven firms in the
domestic industry sustained operating losses, compared with none of the seven firms in 1997.1% In
addition, from 1997 to 1999 there were significant declines in production, shipments, net sales, capacity
utilization, cash flow, productivity, number of production workers, hours worked, wages paid, and hourly
wages.'® Furthermore, there were increases in ending inventories, unit labor costs, and unit cost of

% CR and PR at Table V-3.

%19 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is
facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” Id. at 885).

1019 U.S.C. § 1677(7)(C)Gii).
101 CR and PR at Table VI-1.
102 CR and PR at Table VI-1

1% CR and PR at Tables I11-2, I1I-4, III-7, VI-1. While there were slight increases in the number of production
workers, hours worked, wages paid, and hourly wages from 1998 to 1999, these indicators were still significantly
below their 1997 levels. CR and PR at Table III-7. The respondents argue that the domestic industry was affected
by developments in the OCTG market, in that *** and may have switched production from OCTG to seamless
pipe. However, the record evidence does not support the conclusion that domestic producers shifted production
from OCTG to seamless pipe. CR and PR at Table E-1. Morever, the respondents’ argument that the decline in the
OCTG market as a result of conditions in the oil and gas industry shows that those conditions, and not subject
imports, caused any injury to the domestic seamless pipe industries ignores the significant differences in end uses




goods sold.'™ While capital expenditures increased during the period, these expenditures reflected
capital decisions made before 1998, and thus before the decline in demand and the surge in subject
imports sold at LTFV.!%

While the declines in industry performance indicators were partly attributable to the decline in
demand for small diameter seamless pipe, they were also attributable to the price competition from
subject imports, particularly in 1999 as the domestic industry lowered its prices significantly in order to
recapture substantial market share lost to the low-priced subject imports. Thus, subject imports
significantly exacerbated the effects of the decline in demand on the increasingly unprofitable and poorly
performing industry.

The respondents have also argued that any injury to the domestic industry was temporary, and
that the industry has already returned to health, in light of recent upturns in oil and gas prices. While
small diameter seamless pipe prices have increased somewhat as conditions in the oil and gas industry
have improved, they are still far below their levels in 1997 before the surge in subject imports.'*
Moreover, recent improvements in the condition of the domestic industry have been modest, and are
partly attributable to the filing of these petitions, which caused subject imports to decline and in some
cases withdraw from the market.'”’

Accordingly, we find that the cumulated subject imports have had a significant adverse impact
on the domestic small diameter seamless pipe industry.

F. Critical Circumstances

In its final antidumping determination as to small diameter seamless pipe from Japan and South
Africa, Commerce made affirmative findings of critical circumstances with respect to Japanese small
diameter seamless pipe imports from Sumitomo Metal Industries, Kawasaki Steel Corp., and Nippon
Steel Corp., and with respect to South African small diameter seamless pipe imports from Iscor Ltd.
Commerce made negative findings of critical circumstances with respect to small diameter seamless pipe
in the “all others” category in both the Japan and South Africa investigations.'® Because we have
determined that the domestic small diameter seamless pipe industry is materially injured by reason of
subject small diameter imports from Japan and South Africa, we must further determine “whether the

and demand between the seamless pipe markets and the OCTG market (which is far more directly tied to conditions
in the oil and gas industry). See Petitioners’ Posthearing Brief at 8-10 and Exh. 5.

1% CR and PR at Tables I1I-6, C-1. While our examination of the domestic industry’s financial performance is
based on the industry as a whole, we have examined closely the nature of the relationship between ***_ in
connection with respondents’ contentions concerning USS-Lorain’s raw material costs. The Commission staff
verified the data submitted by USS-Lorain. We do note the ***. CR at VI-5; PR at VI-1; Mexican Respondent’s
Prehearing Brief, Exh. 19. In light of the overall industry performance data discussed in the text, and *** INV-X-
128 at Table VI-2-A, the *** do not alter our evaluation of the impact of subject imports on the domestic industry.

19 Hearing Transcript at 36-37 (Hill); Petitioners’ Posthearing Brief, Exh. 8, at 3.
1% Hearing Transcript at 42 (Ramsey), 45 (Gajdzik).

197 Hearing Transcript at 42 (Ramsey), 45 (Gajdzik), 282 (Nolan).

1% 65 Fed Reg. 25907, 25908 (May 4, 2000).
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imports subject to the affirmative [Commerce critical circumstances] determination . . . are likely to
undermine seriously the remedial effect of the antidumping duty order to be issued.”'® The SAA
indicates that the Commission is to determine “whether, by massively increasing imports prior to the
effective date of relief, the importers have seriously undermined the remedial effect of the order.”!!°

The statute further provides that in making this determination the Commission shall consider,
among other factors it considers relevant:

(D) the timing and the volume of the imports,

(II) a rapid increase in inventories of the imports, and

(IIT) any other circumstances indicating that the remedial effect of the
antidumping order will be seriously undermined.'"

Consistent with Commission practice, in considering the timing and volume of subject imports,
we have considered import quantities prior to the filing of the petition with those subsequent to the filing
of the petition.!"> The record contains monthly export data for the firms subject to the affirmative
Commerce critical circumstances determination. We examined both the six-month periods before and
after filing of the petition, and the three-month periods before and after the filing of the petitions within
those six-month periods.'** 4

Imports from Japan subject to Commerce’s affirmative critical circumstances determination
were lower in the period following filing of the petition than in the period preceding it.!"> Although the
record does not contain information specifically concerning inventories of imports of those firms subject
to the Commerce affirmative critical circumstances finding, the available information concerning
inventories of all subject small diameter pipe imports from Japan in the United States indicates that these

10919 U.S.C. § 1673d(b)(4)(A)(i).
1o SAA at 877.
1119 U.S.C. § 1673d(b)(4)(A)ii).

12 See, e.g., Preserved Mushrooms from China, India, and Indonesia, Invs. Nos. 731-TA-777-779 (Final),
USITC Pub. 3159 at 24 (Feb. 1999).

'3 In addition to examining the six month<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>