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UNITED STATES INTERNATIONAL TRADE COMMISSION
June 2, 1986 ‘

REPORT TO THE PRESIDENT ON INVESTIGATION NO. TA-201-58
CERTAIN METAL CASTINGS

Determinations

On the basis of the information developed in the subject investigation, the
Commission hés determined that tBe following metal castings, whether or not
advanced beyond cleaning, and whether or not machined beyond the removal of fins,
gates, sprues, and risers or to permit lp;ation in finishing machinéry, are not
being imported intp the United States in such increasgd guantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industries producing article; like or di(ectly éompetitive with the imported
articles: 1/

Iron castings and ductile iron castings:

Construction castings, specifically, manhole covers, rings, and
frames, catch basin grates and frames, cleanout covers and frames, and
valve, service, and meter boxes, provided for in items 657.0%, 657.10,
and 657.25 of the Tariff Schedules of the United States (TSUS);

Pressure pipe fittings for water mains, provided for in TSUS items
610.62, 610.683, 610.70, 610.71, 610.74, and 610.82;

Housings for compressors, provided for in TSUS item 661.10; and

Brake drums and rotors, provided for in TSUS items 692.32 and 692.33.

Steel castings: : o :

Parts of valves, including the bodies (or "shells"), bonnets, stems,
wedges, handles, and seat rings, provided for in TSUS items 680.17,
680.25, and 680.27; and

Parts for construction equipment, tractors, and trucks, specifically:

Axle parts, including housings and spindles, for off-highway heavy
construction vehicles, provided for in TSUS item 664.08;

Levers for front end loaders and crawler tractors, provided for in
TSUS item 664.08; : : :

Drive sprockets for track—laying construction machinery and track-—
laying tractors, provided for in TSUS items 664.08, 692.34, and
692.35;

Beam hanger brackets for class 6, 7, and 8 on—highway trucks,
provided for in TSUS items 692.32 and 692.33; and

Sockets and suspension brackets for 5-ton military trucks,
provided for in TSUS item 692.32.

Bronze castings:
Ship propellers, provided for in TSUS items 657.35, 678.50, and 696.15.

1/ Chairwoman Stern determined that cast—steel beam hanger brackets and sockets
and suspension brackets are being imported into the United States in such increased
quantities as to be a substantial cause of serious injury, or the threat thereof,
to the domestic industries producing articles like or directly competitive with the
imported articles. Commissioner Eckes determined that cast-steel parts of valves
are being imported into the United States in such increased quantities as to be a
substantial cause of serious injury to the domestic industry producing an article
like or directly competitive with the imported article. Commissioner Rohr did not
participate with respect to cast—iron brake drums and rotors or cast-steel beam
hanger brackets.



Background

The Commission instituted the investigation, No. TA—201-58, under section
. 201(b)(1) of the Trade Act of 1974 (19 U.S.C. 2251(b)(1)), in order to
determine whether certain metal castings are being imported into the United
States in such increased quantities as to be a substantial cause of serious
injury, or the threat thereof, to the domestic iﬁdustries producing articles
like or directly cbmpetitive wifh the imported articles. The investigation
was instituted following receipt of a petition on December 2, 1985, as amended
on Deéember 12 and December 18, 1985, from the Cast Metals Federation.

Notice of the institution of the Commission's investigation and of a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register of January 2, 1986 (51 F.R. 130). The hearing was held in
Washington, DC, on March 18-19, 1986, and all persons who requested the
opportunitg were permittéd to appear in person or by counsel.

This report is being furnished to the President in accordancé with
section 201(d)(1) of the Trade Act of 1974. The information in the report was
obtained from responses to Commission guestionnaires, fieldwork and interviews
by members of the Commission's stéff, other agencies, information presented at
the public hearing, bhief; submitted by interested parties, the Commission's

files, and other sources. = . ¢
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VIEWS OF THE COMMISSION v 2y

Introduction and Summary

HWe determine that imported cast-metal articles covered in this
investigation are not being imported into the United States in such increased
guantities as to be a substantial cause of serious injury, or the threat
thereof, to the domestic industries produﬁing articles like or directly
competitive with the imported articles. Having found that the requirements of
section 201 of the Trade Act of 1974 Y are not Satisfied, we do not
recommend to the President that import relief be provided. 3/

This investigation concerns the effect of imports on industries producing
ceftain metal castings. Based on the information developed during the course
of this investigation, we find that the imported articles can be grouped into
eleven different categoriés. &/ We also find that there are eleven domestic
industries producing articles "like or directly competitive with” the subject
imports. 24 Imports of all sleven product categories are increasing. 8/

However, the domestic industries producing construction castings, pipe

fittings, brake drums and rotors, and bronze ship propellers are not

1/ Chairwoman Stern dissents from these views with respect to beam hanger
brackets and sockets and suspension brackets.

2/ Commissioner Eckes dissents from these views with respect to steel valve
parts and refers to his separate views.

3/ Commissioner Rohr did not participate in this investigation with respect
to brake drums and rotors and beam hanger brackets for class 6, 7, and 8
on~-highway trucks. '

47 19 U.S.C. § 2251 (“section 201%).

8/ Vice Chairman Licbeler believes that a recommendation that no import
relief be provided is a remedy recommendation. However, because the
Commission finds that the reguirements of section 201(b) are not met, no
remedy recommendation should be made. ,

6/ See pp. 8-9, infra, for the list of the eleven different categories.

7/ Commissioner Brunsdale dissenting. See, infra, n.il.

8/ Vice Chairman Liebeler dissents from this finding with respect to axle
parts. See p. 26, infra.
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experiencing serious injury and are not threatened with serious injury. e
find that the domestic industries producing cast—iron compressor housings,
cast—steel valve parts, axle parts for off-highway construction vehicles, beam
hanger brackets for class 6, 7, and 8 on-highway trucks, o/ levers for
front—end loaders and crawler tractors, drive sprockets for track-laying
construction machinery and track-laying tractors, and sockets and suspension
brackets for 5-ton military trucks are seriously injured, 10/ or threatened

with serious injury, but that increased imports are not a substantial cause of

that serious injury or threat.

Domestic Industry 1/

9/ Chairwoman Stern found that imports of beam hanger brackets are being
imported into the United States in such increased quantities as to be a
substantial cause of serious injury to the domestic industry.

10/ Chairwoman Stern found that imports of sockets and suspension brackets
are being imported in such increased quantities as to present a threat of
substantial injury to the domestic industry.

11/ Commissioner Brunsdale agrees fully with the views of the majority in
this section, except insofar as these views imply the appropriateness of
finding more than seven industries. Even if she had found eleven separate
industries and eleven separate imported products, as did the majority, it
would not have changed any of her determinations.

Commissioner Brunsdale finds there are seven industries. Six of them
are identical to those identified by the majority, and one produces
collectively the five following cast steel items investigated by the
Commission (in addition to other similar items): (1) axle parts (including
housings and spindles) for off-highway heavy construction vehicles; (2) beam
hanger brackets for class 6, 7, and 8 on-highway trucks; (3) levers for
front—end loaders and crawler tractors; (4) drive sprockets for track-laying
construction machinery and track-laying tractors; and (5) sockets and
suspension brackets for 5—ton military trucks. Together, these five imported
items constitute the product that can be called "vehicular steel castings,"
which is produced by the domestic "vehicular steel castings industry."

The data available to the Commission on the domestic vehicular steel.
castings industry cover only those firms that produce at least one of the five
items. They are, however, properly indicative of the effect of the subject
imports on the performance of the entire industry. Moreover, the fact that
the data in this case are limited to those foundries currently producing the
like or directly competitive product is not a fatal impediment to reaching

(Footnote continued on next page)



The relevant domestic industry, for pufposes of section 201, is that

which produces an article "like or directly éompetitive with the imported

12/

article.” Thé iegislative history of the Trade Act of 1974 defines the

terms "like or directly competitive" as follows:

‘like' articles are those which are substantially
identical in inherent or intrinsic characteristics (i.e.,
materials from which make, appearance, quality, texture,
etc.), and ‘'directly competitive' articles are those
which, although not substantially identical in their
inherent or intrinsic characteristics, are substantially
equivalent for commercial purposes, that is, are adapted

{Footnote continued from previous page)
sound conclusions about the more broadly defined industry. The Commission is
reasonably entitled to infer that the portion of the industry that the
petitioners have urged it to look at, corresponding in this case to the
subsequently developed investigative data, would reflect the domestic
industry's best opportunity to persuade the Commission of serious injury and
substantial causation. A

Though the Commission may choose to define the industry as “only that
portion or subdivision of the producer which produces the like or directly
competitive article,® 1% U.S.C. § 2251{(b){3){b), it is not compelled by the
law to do so and may appropriately consider properly justified broader
industry definitions. The majority opinion in this case states that "[I]n
determining which producers constitute the domestic industry, the Commission
generally has considered the productive facilities, manufacturing processes,
and the markets for the products at issue in the investigation." Commissioner
Brunsdale notes that all of these factors direct the Commission toward finding
a single industry encompassing the five cast steel products above. With
respect to productive facilities and manufacturing processes, the best
evidence of feasible diversified production is that two of the largest four
firms produce non—coincident selections of four of the five products and that
several other firms produce two of the five. Memorandum INV-J-094. With
respect to markets, the record indicates that the market for each of these
products involves vehicle producers as the final customer. Report of the
Commission (Report) at II-1-2.
12/ 19 U.S.C. § 2251(b)(1).
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for the same uses and are essentially interchangeable
therefor. 22

Both producers of a like product and producers of a directly competitive
product can be part of the domestic industry under section 201.

Petitioner has identified imports from eleven categories of foundry
products or groups of products that are allegedly a substantial cause of
serious injury, or threat of such injury, to domestic industries producing
castings that are like or directly competitive with those imports. Petitioner
argues that téére are eleven distinct domestic industries producing the like
or directly competitive articles. Further, petitioner maintains that we
should treat as part of each such industry only that portion or subdivision of
the producer that produces the like or directly competitive article. 14/

Several parties in opposition to the petition agree that there are at

least eleven domestic industries, or agree with a specific industry definition

13/ H.R. Rep. No. 571, 93rd Cong., 1st Sess. 45 (1973); S. Rep. No. 1298,
93rd Cong., 2d Sess. 12i-22 (1974). Section 601(5) of the Trade Act of 1974
provides as follows: ‘

An imported article is ‘directly competitive with' a
domestic article at an earlier or later stage of
processing, and a domestic article is ‘directly
competitive with' an imported article at an earlier or
later stage of processing, if the importation of the
article has an economic effect on producers of the
domestic article comparable to the effect of importation
of articles in the same stage of processing as the
domestic article. For purposes of this paragraph, the
unprocessed article is at an earlier stage of processing.

19 U.S.C. § 2481(5).

14/ Petitioner's Post—hearing Brief at 9 and 32-34. For example, the
petitioner would have us measure alleged serious injury caused by imports of
levers by reference to discrete portions of facilities, which portions have
been allocated to the production of levers, rather than by reference to the
overall operations of such facilities.
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proffered by petitioner. 15/ Several parties opposed to the petition, on
the other haﬁd, have argued that the difficulties in allocating productive
facilities militate in favor of making our injury and causation determinations
with reference to the entire foundry operations of producers of the subject
castings, rather than discrete portions of those operations allocated to
production of the relevant castings. 16/ ‘The Commission has, however,
obtained sufficient data on the product line basis proposed by the
petitioner. 17

In determining which producers constitute the domestic industry, the

Commission generally has considered the productive facilities, manufécturing

15/ See, e.q., Prehearing Brief of Brazilian Foundry Ass'n. (ABIFA) at 29-30;
Prehearing Brief of Korea Foundry and Forging Cooperative Ass'n. (KFFCA) at 6
(eleven domestic industries). See also Post-Hearing Brief of J.I. Case Co. at
1-5 (drive sprockets a separate industry). The fundamental point of departure
for most parties in opposition appears to lie with whether specific products
should fall within the eleven like or competitive product categories and,
thereby, form part of a domestic industry. As an example, a number of parties
in opposition argue that "specialty" construction castings should be included
within the scope of the relevant domestic industry definition, though such
castings were not included in the petitioner's definition. See Post-Hearing
Brief of Canadian Foundry Ass'n. (CFA) at 17; Post-Hearing Brief of Ad Hoc
Committee at 13; Post—Hearing brief of H. Bowen Co., Inc. at 3. Similarly,
parties in opposition argue that there should be separate domestic industries
for light iron construction castings and heavy iron construction castings and
cast-iron compressor housings products. Pre-Hearing Brief of Ad Hoc Committee
at 11; Pre-Hearing Brief of CFA at 16 and 18; Pre—Hearing Brief of CFA at 4Z.
Finally, certain parties in opposition seek inclusion or exclusion of a
variety of products from the domestic industries by virtue of their "like" or
“directly competitive"™ nature. See, e.q., id. at 42 (exclude "specialty"
steel valve castings); Post—Hearing Brief of ABIFA at 29 (exclude or separate
carbon steel and separate carbon steel and stainless steel valve castings);
Post-Hearing Brief of Komatsu America Corp. at 2 (exclude spare part imports
of cast-steel axle parts and levers); Pre-Hearing Brief of French Foundry
Producers Ass'n. at 2 (exclude ductile iron manhole covers and frames);
Pre-Hearing Brief of CFA at 28 (exclude machined brake drums and rotors);
Pre-Hearing Brief of KFFCA at 12 (include steel valve castings manufactured by
the “investment" method).

16/ See, e.q., Post-Hearing Brief of H. Bowen Co., Inc. at 4.

17/ The Commission requested and obtained allocation information from 32
foundries. Vice Chairman Liebeler assumes that these allocations are correct
since they make the strongest case for the petitioner.
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processes, and the markets for the products at is#ue. 18/ The facts of this
investigation resemble those of the 1983 stainless and alloy tool steel
investigation. 13/ Production of castings of different metals in the same
facilities is rare, and there exist many differences in production methods and
facilities pertaining to the various subject products. Moreover, the subject
preducts are varied in appearance, size, and shape, perform different
functions, and, for the most part, are sold in different markets.

Based upon the foregoing considerations, we determine that there are
eleven domestic industries producing articles like or directly competitive
with the imported products subject to our investigation: (1) iron
construction castings (specifically manhole covers, rings and frames; catch
basin grates and frames; cleanout covers and frames; and valve service and
meter boxes); (2) cast—iron pressure pipe fittings for water mains;

.(3) cast—iron compressor housings; (4) cast—iron brake drums and rotors;

(5) cast—steel valve parts; (6) axle parts (including housings and spindles)
for off-highway heavy construction vehicles; (7) beam hanger brackets for
class 6, 7 and 8 on-highway trucks; (8) levers for front—end loaders and

crawler tractors; (9) drive sprockets for track-laying construction machinery

and track—laying tractors; (10) sockeis and suspension brackets for 5—ton

18/ See, e.q., most recently Wood Shakes and Shingles, Inv. No. TA-201-56,
USITC Pub. 1826 at 6 (1986).

19/ Stainless Steel and Alloy Tool Steel, Inv. No. TA-201-48, USITC Pub. 1337
(1983). 1In Stainless Steel and Alloy Tool Steel, the Commissioners
unanimously found four separate industries producing (1) stainless steel sheet
and strip, (2) stainless steel plate, (3) stainless steel bar and wire rod,
and (4) alloy tool steel. Though the Commission recognized that all stainless
steel products are interrelated and share certain basic physical properties
(for example, a common metallurgical base), it found that the products were
produced by different industries since they varied in appearance, size and
shape, and were generally produced on different machinery and in different
facilities.
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military trucks; and (11) bronze ship propellers. We further determine that
we should treat as part of these industries only those portiohs or
subdivisions of those producers which manufacture the like or directly

20/

competitive products. =

Statutory Framework

Having defined the domestic industries, we must address statutory
requirements for relief. Before we can make an affirmative determination and
recommend import relief, we must find the following:

(1} that imports of articles concerned are entering the
United States in increased quantities;

(2) that the domestic industry producing an article like
or directly competitive with the imported article is being
seriously injured or threatened with serious injury; and

{3} that increased imports are a substantial cause of the
serious injury or threat thereof to the domestic industry.

After discussing the three statutory requirements, we will apply them to each

of the eleven domestic industries.

&. Increased imports.

The first of the three statutory criteria which must be satisfied under
section 201 is that of increasing imports. Import increases in either

absolute quantities or relative to domestic production satisfy the requirement

21/ 22/

for increased imports. If imports have declined in actual terms,

20/ 19 U.s.C. §2251(b)(3)(B). See Report at a-5, I-4-5, II~3-5, and III-2-3.

21/ 19 U.S.C. § 2251(b)(2){(1). See also Carbon and Certain Alloy Steel
Products, Inv. No. TA-20Gi-51i, USITC Pub. 1553 at 24-28 (1984).

22/ Commissioner Brunsdale finds it unnecessary in this case to decide
whether a relative increase in market share by itself is sufficient. The only
product identified by the majority for which imports decreased absolutely but
increased in terms of relative market share is axle parts. Commissioner
Brunsdale treats this item as part of a five-item single like product, as
.explained in n.11.
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but at a slower rate than domestic production, imports have increased relative
to domestic production and thus, the increased imports criterion has been

23/ The statute is silent with respect to the period of time

satisfied.
during which imports are to have increased; however, the Commission generally

examines the rate of imports over the most recent 5-year period.

B. Serious injury, or threat of serious injury.

The domestic industry must be seriocusly injured or be threatened with
serious injury. The terms "serious injury or threat thereof.,®” are not
expressly defined in the statute, but instead are defined in térms of economic
factors which the Commission is directed to take into account. 1In determining

whether an industry is seriously injured, the Commission is directed to take

23/ The specific language “actual or relative to domestic production® is
contained in 19 U.S.C. § 2251(b)(2)(c). a provision that addresses the
question of substantial cause. In Carbon and Certain Alloy Steel Products,
Inv. No. TA-201-51, USITC Pub. 1553 at 24-28 {1984), we found that the
language is equally applicable to the issue of increased imports.

Vice Chairman Liebeler believes that the threshold question in section
201 cases is limited to whether imports have increased in absclute amount (in
appropriate cases the requirement may be satisfied by an absclute increase in
the value of imports). The clear language of the statute reguires the
Commission to “determine whether an article is being imported into the United
States in such increased guantities as to be a substantial cause of serious
injury, or threat thereof . . . ." 19 U.S.C. 2251(b)(1) (1980) {emphasis
added). When Congress wanted the Commission to consider the relative share of
imports, it used precise langquage to convey its intent:
(C) with respect to substantial cause, an increase in
imports (either actual or relative to domestic
production) and a decline in the proporiion of the
domestic market supplied by domestic producers.

19 U.s.C. 2251(b)(2)(C) (1380) (emphasis added}. Once an absolute increase in
imports has been found, the Commission can examine both the absolute and
relative amounts of the increase to determine whether the increased guantity
of imports has been a substantial cause of serious injury. For example, a
given absolute increase will normally have a larger impact in a shrinking
market than in a growing market. For a more complete discussion, see Wood
Shakes and Shingles, Inv. No. TA-201-56 at 45-59 (Views of Vice Chairman
Liebeler and Commissioner Brunsdale) (Commissioner Brunsdale reserved Judament
on the issue, id. at 46 n.11).
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into account all economic factors it considers relevant, including, but not

limited to, the following:
the significant idling of productive facilities in the
industry, the inability of a significant number of firms
to operate at a reasonable level of profit, and

significant unemployment or underemployment in the
industry. £2 :

In determining whether there is a thfeat of serious injury, the
Commission is to take into account all economic factors it considers relevant,
including, but not limited to, a decline in sales, a higher and growing
inventory, and a downward trend in production, profits, wages, or employment
(or incréasing underemployment) in the domestic industry. 25/ The
Commission has required that the threat be "real rather than speculative" and
that serious injury be “"highly probable in the foreseeable future.® 28/

Among the factors, other than those specifically noted by Congress, that
the Commission has taken into account in prior cases in aésessing a threat of

27/

serious injury are excess capacity in the exporting countries, = the fact

that there is no domestic market for the product in the exporting

’

24/ 19 U.S.C. § 2251(b)(2). S. Rep. No. 1298, 93rd Cong., 2d Sess. 121
(19734).

Vice Chairman Liebeler notes that the Commission recently unanimously
stated that serious injury required "[aln important, crippling, or mortal
injury, one having permanent or lasting consequences." Electric Shavers and
Parts Thereof, Inv. No. TA-201-57, USITC Pub. 1819 at 8 (1984). Vice Chairman
Liebeler views this definition as consistent with a major contraction of a
domestic industry or its extinction. See RNonrubber Footwear, Inv. Ro.
TA-201-50, USITC Pub. 1545 at 32 (1984) (Views of Vice Chairman Liebeler).
25/ 19 U.S.C. § 2251(b)(2).

26/ Nonrubber Footwear, Inv. No. TA-201-50, USITC Pub. 1545 at 19 (1984).
27/ See, e.g., Stainless Steel and Alloy Tool Steel, Inv. No. TA-201-51,
USITC Pub. 756 (1976) at 11.(Opinion of Commissioners Moore and Bedell).
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/ . .. .
a sudden increase in imports or a strong upward trend in

imports, 23/ high inventories maintained by importers, 30/

31/

country,

and a downward
trend in prices of imports. It has been pointed out that although the
threat of injury analysis requires an assessmeht of future events, “the
fundamental statutory tests of injury and causation are no less

32/

rigorous.”

C. Substantial cause.

Substantial cause is defined és *a cause which is important and not less
than any other cause.” 33/ We must therefore (1) identify other potential
causes of injury, and (2) determine whether any cause has a "more important"
injurious effect on the condition of the domestic industry than increased
imports. 34/ The statute further provides that the Commission, in
considering the issue of causation, is to take into account all economic
factors which it considers relevant, including but not limited to “an increase
in imports (either actual or relative to domestic production) and a decline in

the proportion of the domestic market supplied by domestic producers.® 35/

28/ See Heavyweight Motorcycles and Engines and Power Train Subassemblies
Therefor, Inv. No. TA-201-47, USITC Pub. 1342 at 14 (1973) (Views of Chairman
Eckes) (Motorcycles of more than 750cc could not legally be sold in Japan).

29/ Mushrooms, Inv. No. TA-210-17, USITC Pub. 708 at 13-14 (1977).

30/ Heavyweight Motorcycles and Engines and Power Train Subassemblies
Therefor, supra, at 13 (Views of Chairman Eckes). ("[Plrimary factor
underlying threat of injury to this industry consists of importers® and
dealers' inventories.”) Commissioner Stern, however, considered the large
inventories to be the result of an overly optimistic demand forecast, and
predlcted that 11qu1dat10n of inventories would result 1n a reduction in
imports. Id. at 73.

31/ Honey, Inv. No. Ta-201-14, USITC Pub. 781 at 11 (1976)

32/ Heavyweight Motorcycles and Engines and Power Train Subassemblies
Therefore, supra, at 70 (Views of Commissioner Stern). -

33/ 19 U.S.C. § 2251(b)(4).

34/ See Inv. No. TA-201-48 at 47.

35/ 19 U.S.C. § 2251(b)(2)(c).
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The Senate Report on the Trade Act discusses the substantial cause
standard and the Commission's analysis as follows-—

The Committee recognizes that ‘weighing' causes in a
dynamic economy is not always possible. It is not
intended that a mathematical test be applied by the
Commission. The Commissioners will have to assure
themselves that imports represent a substantial cause or
threat of injury, and not just one of a multitude of equal
causes or threats of injury. It is not intended that the
escape clause criteria go from one extreme of excessive
rigidity to compete laxity. An industry must be seriously
injured or threatened by an absolute increase in imports,
and the imports must be deemed to be a substantial cause

of the injury before an affirmative determination should
be made. ’

* * * 3*

With respect to threat of serious injury, the
Commission should consider a decline in sales, a higher
and growing inventory, and downward trend in production,
profits, wages, or employment (or increasing
underemployment) in the affected domestic industry. The
existence of any of these factors such as the growth in
inventory would not in itself be relevant to the threat of
injury from imports if it resulted from conditions
unrelated to imports. Such conditions could arise from a
variety of other causes, such as changes in technology or
in consumer tastes, domestic competition from substitute
products, plant obsolescence, or poor management. It is
the intention of the Committee that the threat of serious
injury exists when serious injury, although not yet
existing, is clearly imminent if imports trends continued
unabated. 36/

Industry—-By-Industry Analysis

In the present investigation, we are unable to find serious injury, or a
threat of such injury, with respect to domestic industr;es producing iron
construction castings, pressure pipe-fittings for water méins, cast—iron brake
drums and rotors, and bronze ship propellers. Because we have determined that
these industries are not seriously injured or threatened with serious injury,

we do not need to address the issue of causation.

36/ S. Rep. No. 1298, 93rd Cong., 2d Sess. 120-21 (1974).
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We determine that the domestic industries producing iron compressor
housings, steel Qalve castings; axle parts, 32/ beam hanger brackets,
levers, drive sprockets, and sockets and suspension brackets for military
trucks are being seriously injured or threatened with serious injury. With
réspect to these industries, we have determined that increased imporits are not

a substantial cause of serious injury, or threat thereof.

1. Construction castinas.

The iron construction castings covered by this inVestigation include
manhole covers, rings, and frames; catch basin grates and frames; cleanout
covers and frames; and valve, service, and meter boxes. These articles are
cast primarily from gray iron, but are occasionally cast from malleable or

. . P . . 9 .
ductile iron. 38/ This investigation 39/ covers gray, ductile and

37/ Since imports of axle parts have not increased in absolute terms, Vice
Chairman Liebeler does not examine the issues of injury or causation.

38/ Gray iron has the majority of its carbon or graphite content in the form
of flakes which are interspersed throughout the metal. Gray iron products are
brittle, having little or no ductility, but they have good wear resistance and
high vibration absorption and can be machined easily. The graphite content of
ductile iron is present in modular or spheroidal form. Products are made of
ductile iron when reduced brittleness and increased strength is required.
Malleable iron has the majority of its graphite in irregularly shaped nodules
and, unlike the other forms of cast iron, requires annealing by heating
rapidly to 1,750°F and then cooling, to achieve the graphite configuration and
the desired ductility, hardness, and other properties required in the cast
product. See Report at I-1.

38/ There is a difference in the product definition for the constructlon
castings included within the scope of this investigation and those subject to
several recent title VII investigations. All manhole covers, rings and
frames, all catch basin grates and frames, and all cleanout covers and frames
if made of iron and classified in the applicable tariff items are included in
this investigation regardless of the amount of special machining that has been
accomplished. The title VII investigations covered standard items and
excluded “specials," such as lock—down and water-tight manhole covers. Id. at
I-2..
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malleable iron castings, and both "light" and "heavy" castings. 40/

Increased imports—Imports of construction castings more than tripled

during the period covered by our investigation, from 20,682 tons in 1981 to

41/

77,763 tons in 1985, In relative terms, the ratio of construction

casting imports to U.S. production increased from 12.7 percent in 1981 to
4 .
36.6 percent in 1985, a2/ Imports have thus increased in both real and

relative terms.

Serious injury or threat thereof—We are unable to find serious injury,

or threat thereof, to the domestic industry. U.S production of construction

castings declined from 162,313 tons in 1981 to 150,375 tons in 1982, but then

43/ During the same period, U.S.

4/

increased to 212,571 tons in 1985.
gapacity rose from 368,375 tons in 1981, to 455,184 tons in 1985,
Though capacity utilization fluctuated during the period, there was an overall
increase in capacity utilization from 44.4 percent in 1981 to 46.7 percent in

1985, 45/ U.S. producers' shipments of construction castings also

40/ “Light" construction castings typically have 1/4 inch thick walls and
generally range in weight from 10 to 120 pounds. The light construction
castings covered by our investigation were valve, service, and meter boxes.
These products are used to encase the underground valves and meters of water,
gas, or other utilities, and to provide access to this equipment for periodic
adjustment or reading. Id. at I-1. ‘"Heavy castings"” usually have walls of 1
inch or greater thickness and generally range in weight from 270 to 1,000
pounds. The heavy.construction castings covered in our investigation
consisted of manhole covers, rings, and frames; catch basin grates and frames;
and cleanout covers and frames. These products are used for drainage or
access purposes in utility, water, and sanitary systems. Manhole sets,
consisting of a cover and a frame, and sometimes accessory parts such as
rings, constitute the bulk of both domestic production and imports of heavy
construction castings. Id.

41/ Id. at I-17, table I-4.

42/ Id. at I-18, table I-5.

43/ Id. at I-20, table I-6.

44/ Id.

45/ Id. at I-21, table I-6.
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. 46/ . . . . . .
increased, —  and inventories of construction castings remained stable in

actual terms, and declined relative to domestic production. a7/
After an initial decline in 1982, the average number of production and

related workers producing construction castings rose steadily, and was greater

in 1984 and 1985 than it had Been in 1981. 48/ The same trend occurred with

respect to hours worked by workers producing construction castings, and with
respect to wages and total compensation paid to such workers. 49/

During the period of investigation, the financial experience of U.S.
producers has been positive. Aggregate net sales of construction castings
declined slightly from $101.3 million in 1981 to $100.4 million in 1982, but
then increased by 31 percent to $131.5 million in 1984. During the interim
periods investigated, séle§ grew from $109.3 million in 1984 to $116.0 million

50/ Both operating income and the operating margin increased after

51/

in 1985.
slight declines in 1982, Further, the fundamental financial position of

the ovérall and divisional operations of U.S. producers remained stable, and

improved by some measures. Total assets, aé well as equity, increased during
the period covered by our investigation while total liabilities remained

virtually unchanged throughout 1981-85, 32/ 33/

46/ Id. at I-24, table I-7. Though shipments decreased from 158,352 tons in
1981 to 152,426 tons in 1982, shipments increased to 170,599 tons in 1983,
197,738 tons in 1984, and 208,544 tons in 1985. 1Id.

47/ Id. at I-26, table I-9.

48/ Id. at I-28, table I-10.

49/ Id.

50/ Id. at I-34, table I-14.

51/ 1d. o ‘ : ,
52/ Given .our definition of the domestic industry against which we are
measuring injury, balance sheet and financial ratios for the overall
operations of producers are not as useful as such data would be if the
domestic industry were defined as the overall operations of all producers.
Such data are, however, among the many indicators we examine in this
investigation in determining whether the domestic industry is experiencing
serious injury, or threat of serious injury.

53/ Report at I-38, table I-17.
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Despite an increase in imports, the performance of the domestic industry
has been improving since 1982, as indicated by rising production, employment,
and sales. Moreover, year-end inventories of imported construction castings
relative to imports have been trending downward during 1981-85, 34/

The§e considerations lead us to conclude that the domestic industry is

not experiencing serious injury, or threatened with seriocus injury, by reason

of increased imports of construction castings.

2. Pressure pipe fittings for water mains (“pipe fittings").

Water main pressure pipe fittings are made principally from gray.anq
ductile iron, and are used to join pipes, to change the direction or diameter
of pipe, or to provide access for cleaning. 35/ These fittings are used in
water distribution systems that deliver water from water authorities to homes,
commercial buildings, and other facilities. Pipe fittings with dimensions
that range from two to 54 inches are manufactured as standard production
items, and pipe fittings larger than 54 inches can be produced on special
order by some foundries. 36/ Though gray iron was until recently the metal
most often used for casting pipe fittings, ductile iron is increasing‘in
popularity due to its lighter weight and higher tensile strength. Gray and
ductile iron fittings are, however, usually interchangeable, and both are

57/

covered in this investigation. —

Increased imports—U.S. imports of cast—iron pipe fittings have increased

in both absolute and relative terms. Imports increased from 1981 levels to

54/ Id. at I-62, table I-31.
55/ Id. at I-2.

56/ Id.

57/ Id. at I-2-3.
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4,148 tons in 1982, and then to 10,594 tons in 1985. The average

imports—to—production ratio for pipe fittings increased from 1981 levels to

4.3 percent in 1982, and then to 8.6 percent in 1985. 58/

Serious injury or threat thereof—The domestic cast-iron pipe fittings

industry is not seriously injured, or threatened with serious injury. Though

production fluctuated during the period covered by our investigation,
production levels in 1984 and. 1985 were well above levels reached in

1981. 29/ Capacity utilization levels in 1984 and 1985 were also higher

than levels reached in 1981. 80/ Domestic shipments of pipe fittings

declined from 99,736 tons in 1981 to 93,168 tons in 1982, but then rose
steadily and reached 120,729 tons in 1984 before declining slightly to 116,842

tons in 1985—a figure well above 1981 and 1982 levels. 81/

Inventories of
pipe fittings remained relatively constant throughout the period under
investigation. §2/ Though there was an irregular decline in the aﬁerage
number of production and related workers producing pipe fittings, the decline
was insubstantial—particularly so in this case because output peE 1,000 hours
worked by production and related workers broducing fittings increased Sy

28 percent betweenv1981 and 1984. 63/ Wages and total compensation paid to
production and related workers increased by 36 percent from 1982 to 1985,

after dipping by three percent in 1982. 4/

at I-17, table I-4; and I-18, table I-5.

58/ 1d.

59/ Id. at I-20, table I-6. -

60/ Id. at I-21, table I-6.

61/ Id. at I-24, table I-7.

62/ Id. at I-26, table I-9. ' o

63/ Id. at I-27. Output per 1,000 hours worked by production and related

declined by one percent in 1985. Id.

&
o0
by
Sy, R
b 3
[« T
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The financial performance of U.S. producers of pipe fittings during the
period covered by our investigation was good. Aggregate net sales of pipe
fittings declined from $122.4 million in 1981 to $118.0 million in 1982, or by

4 percent, and then increased annually, reaching $162.2 million in

65 . . . . Dy ;
1985, 85/ A decline in operating income was reported from $11.3 million in

1981 to $5.8 million in 1982, and an operating loss of $749,000 was reported

in 1983, g6/ Likewise, cash flow from operations decreased from $13.2

million in 1981 to $1.5 million in 1983. 51/ Both trends reversed

themselves, however, and producers reported an aggregate operating income of
$8.1 million in 1984, and $10.8 million in 1985, as well as positive cash flow
from operations of $10.9 million in 1984, and $13.4 million in 1985. 68/
Moreover, on their overall or divisional operations, U.S. producers are
showing an increase in total current assets; property, plant and equipment;
and equity as well as a decrease in long—term debt and current

liabilities. 89/ The current ratio increased, and debt to equity ratio
declined throughout the period covered by our investigation. 29/

Despite an increase in imports, the performance of the domestic industry
has been particularly strong in 1984 and 1985, as indicated by high
production, capacity utilization, shipments, and sales. Moreover, year-end
71/

inventories of imported pipe fittings have been stable during 1981-85.

The indicators examined lead us to conclude that the domestic industry is not

65/ Id. at I-40.

66/ Id.

67/ Id.

68/ Id. at I-41, table I-18.
69/ Id. at I-45, table I-21.
70/ 1d. '

71/ 1d. at I-62, table I-31.
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experiencing material injury, or threatened with serious injury, by reason of

increased imports of pipe fittings.

3. Cast—iron compressor housings.

The cast—iron housing of a compressor contains, supports, and/or anchors
the compressor's operating parts, such as the compressor's gears, bearings,

. 72/ .
and pistons. Some compressors, commeonly known as hermetically sealed
compressors, have a pressed steel exterior housing which surrounds the

. . . . . . 73/
assembled compressor, including the cast—iron interior housing. =™  Pressed
steel exterior housings are not covered in this investigation.

A cast—iron compressor housing may be a single casting, or may be cast in
several pieces. Compressor housings range in weight from 10 to 200 pounds,
for certain refrigeration and air conditioning compressors, to many thousands

. . 74/ .
of pounds for certain air and gas compressors. ™™ Cast-iron compressor

housings are usually made of gray iron. 5/

Increased imports—U.S. imports decreaéed by 62 percent from 1,876 tons

76/

in 1981 to 720 tons in 1983, and then tripled to 2,168 tons in 1985,
The ratio of imports to domestic production declined from 1.7 percent in 1981

to 0.8 percent in 1983 before rising to 2.6 percent in 1985. 21/

There are
thus increasing U.S. imports of compressor housings in both absolute and

relative terms.

72/ Id. at I-3.

73/ 1d.

74/ 1d.

758/ 1d.

76/ Id. at I-17.

77/ Id. at I-18, table I-5.
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Serious injury or thrgat thereof-—The domestic industry is seriously
injured. In contrast with domestic industries producing other iron castings
covered by our investigation, domestic production and shipments of compressor
héusings decreased during the period covered by the investigation. U.S.
production of compressor housings decreased from 107,447 tons in 1981 to
73,505 tons in 1982, or by 32 percent, and increased to 116,141 tohs in 1984,
Production then declined by 29 percent to 81,979 tons in 1985, 18/

Shipments fell from 106,911 tons in 1981 to 74,564 tons in 1982, increased to

114,776 tons in 1984, and then declined by 29 percent to 81,874 tons in

1985. 79/ Capacity utilization decreased over the period from 55.3 percent

80/

in 1981 to 42.9 percent in 1985. But for 1984, during which there was

some expansion, the average number of production and related workers producing
compressor housings, as well as hours worked by these workers, and wages and
total compensation paid to these workers, fell throughout the period covered
by the investigation. 81/

Net sales fluctuated during the period; but showed signs of substantial

82/ In 1982 and the

decline in the interim period ending December 31, 1985.
intehim period ending December 31, 1985, the domestic industry operated at a
net loss and suffered negative cqsh flow and operating losses. 83/ On their
overall or divisional operations, producers reported that the current ratio
decreased, and the debt to equity ratio increased during the period covered by

84/ 85/

our investigation. = Total liabilities more than doubled.

78/ Id. at I-22.

79/ Id. at I-25.

80/ Id. at I-22.

81/ Id. at I-27.

82/ Id. at I-47, table I-22.
83/ Id.

84/ Id. at I-52, table I-25.
85/ Id.
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Production, shipments, capacity utilization, and employment all declined. For
the period as a Qhole, sales, net income, and operating income were low. We
therefore conclude that the domestic industry producing compressor housings is

seriously injured.

Substantial cause—Having found increasing imports, and serious injury or
threat thereof, we must determine whether the increasing imports are a
substantial cause of such injury or threat. The share of the U.S. market
accounted for by imports of compressor housings was small during 1981-85,
ranging from 0.8 percent in 1983 to 2.6 percent in 1985. 86/ In the year
when the domestic industry showed the greatest level of injury, 1982, the
ratio of imports to consumptipn was at its second lowest point, only 1.3
percent. 87/ There appears to have been no relationship between injury and
the level of imports, and minimal—if any—relationship between increasing
imports and pricing. 88/ Given the low levels of imports of compressor
housings, we conclude that imports had a negligible impact, if any, on the
domestic industry. Arguably, increasing imports are not even an important
cause of serious injury, or threat thereof, much less a cause which is equal
to, or greater than, any other cause. 89/

There are more important causes of injury to the domestic industry than
increasing imports of coﬁpressor housings. Increasing imports of completed

compressors have adversely affected sales of domestically produced compressors

during the period under investigation, and dampened demand in end-use markets

o]

6/ Id. at I-62, table I-32.

87/ Id.

88/ See Id. at I-73-78.

89/ Commissioner Eckes concludes that increasing imports of compressor
housings are not an important cause of the serious injury he has found, and
does not join the conclusions concerning other causes of injury to this
industry.
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for domestically produced compressor housings. The real value of U.S. imports
of completed compressors increased by approximately 125 percent during
1981-85, and the share of the compressor market accounted for by imports
nearly doubled during this period. 90/ A significant drop in U.S. exports

of compressors has also reduced demand for domestic compressor

91/

housings. =  We determine that increased imports are not a substantial
cause of serious injury, or threat thereof, to the compressor housing
industry. There are more important causes of thé serious injury being
experienced by the domestic industry than increased imports of compressor

92/

housings. =

4. Brake drums and rotors. 93/

Increased imports—Imports of the cast—iron drums and rotors subject to

this investigation more than tripled, from 26,866 tons in 1981, to 91,137 tons

in 1985, 94/ The imports—to-production ratio has also increased from 5.5

percent in 1981 to 14.7 percent in 1985. 25/

Serious injury or threat thereof—We find that the domestic brake drum

and rotor industry is not seriously injured or threatened with serious
€

injury. Production, capacity utilization and shipments all increased, though '

90/ Report at I-85.

91/ The real value of U.S. compressor exports declined by approximately 44
percent during the period covered by the investigation. Id. at I-86.

92/ Vice Chairman Liebeler finds decreased demand for compressor housings to
be a more important cause of injury to the domestic industry than increased
imports, and therefore increased imports are not a substantial cause of
serious injury. For an explanation of her causation analysis, see Additional
Views of Vice Chairman Liebeler and Commissioner Brunsdale which follow.

93/ Commissioner Rohr did not participate in the investigation as to this
product.

%4/ Report at I-17, table I-4,

95/ Id. at I-18, table I-5.
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somewhat erratically, over the course o% the period covered by the
investigation. U.S. productioﬁ of cast—iron brake drums and rotors decreased
from 487,733 tons in 1981 to 428,559 tons in 1982, but then increased to
679,912 tons in 1984. Production then declined somewhat in 1985, but only to
618,496 tons—a level well above that reached in 1981, 1982 or 1983, 86/
Capacity utilization rose steadily, after a dip in 1982, from 50.4 percent in

97/

1981 to 63.7 percent in 1985. The trend in shipments paralleled the

trend in production, and increased from 479,840 tons in 1981 to 607,414 tons
in 1985, 28/ Though fluctuations occurred during the period covered by our
investigation, the average number of production and related workers producing
brake drums and rotors, as well as hours worked by such workers, and wages and
total compensation paid to them, were at higher levels in 1985 than they had
been in 1581, 1982 or 1983, 23/
The financial experience of the U.S. industry has been positive. Total
net sales declined from $202.1 million in 1981 to $188.3 million in 1982
before surging to $289.6 million in 1984, Though sales were lower in the
interim period ending December 31, 1985, than sales in the interim period
ending December 31, 1984, sales in the most recent interim period were still

100/

well above sales in 1981 and 1982. Net income and aggregate operating

income have followed the same trend. Though net income and aggregate
operating income were down in the interim period ending December 31, 1985,

they were still at higher levels than in 1981 and 1982. 101/

/ Id. at I-20, table I-6.
97/ Id. at I-21, table I-6.
/ Id. at I-24, table I-7.
9/ Id. at I-31, table I-13.



25—

Though there are some signs of financial decliné in 1985 from 1984
levels, 1985 levels of employment, production, shipments, capacity
utilization, total net sales, income, and positive cash flow are all well
above levels reached in 1981 and 1982. Despite an increase in imports, the
performance of the domestic industry has been improving during the period
‘covered by our investigation as indicated by rising production, shipments,
employment, capacity utilization, and séles. Moreover, year-end inventories
of imported brake drums and rotors have been relatively stable during

1981-85. 102/

These considerations lead us to conclude that the domestic
industry is not seriously injured, or threatened with serious‘injury, by

reason of increased imports of brake drums and rotors.

5. Axle parts for off-highway heavy construction vehicles ("axle
rts"). 103/

The cast-steel axle parts covered in our investigation include axle

housings and spindles, which house the drive gears, and axles, which transmit

102/ Id. at I-60.

103/ See, supra, n.ll with respect to the difference between the majority's
definition of the industries producing products 5, 6, 7, 8, and 9, and the
single industry Commissioner Brunsdale finds to be producing vehicular steel
castings. '

Commissioner Brunsdale finds that the single industry producing these
five (and other similar) items is seriously injured, but that an increase in
imports was not a substantial cause, as great as any other cause, of such
injury. Though there are differences in product and industry definitions
between the majority and Commissioner Brunsdale, she agrees with the majority
that the decrease in domestic demand is more important than an increase in
imports in causing the serious inijury currently suffered by beam hanger
brackets, drive sprockets, levers, and axle parts. The majority's conclusion
is based on facts resembling those pertaining to the vehicular steel castings
industry. The reasoning that links those facts to the conclusions is obscure,
however, and also necessarily makes several implicit assumptions about the
nature of the imports and the substitutability between the imports and the
domestic product. A full explanation of Commissioner Brunsdale's reasoning is
contained in her Additional Findings and in the Additional Views of Vice
Chairman Liebeler and Commissioner Brunsdale.
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the motive power to the wheels of the vehicle. These castings range in weight
from approximafely 150 pounds to 5,000 pounds and are used in off-highway
heavy construction vehicles. 1In assembly, the axle housing is attached to the

. . . . . 4
vehicle chassis with the rear wheels and internal gearing. 104/

Increased imports—Imports of axle parts are the only articles under

investigation which.experienced a decline in the absoclute volume of imports
over the period covered by our investigation. Imports of axle parts fell from
almost 2,000 tons in 1981 to 854 tons in 1982. After increasing to 1,767 tons
in 1984, the absolute volume of imports declined to 1,649 tons in 1985. In
the absence of an increase in the absolute volume of imports, the statutory
requirement of increased imports is satisfied if there is an increase in
imports relative to domestic production. 105/ Because the ratio of imports
to production has increased during the period covered by this

06/ '

investigation, 106 we determine that the first statutory

requirement-—increased imports-—is satisfied with respect to axle parts.

Serious iniury or threat thereof—Production of axle parts fell from

14,301 tons in 1981 to 8,012 tons in 1982, and again in 1983 to 7,052

7 . . :
tons. 107/ Though production rose to 12,210 tons in 1984, production then

fell to 10,651 tons in 1985. Production never reached 1981 levels during the

108/

period of 1982-85. Likewise, capacity utilization fell from 52.8

104/ Id. at II-1.

105/ See p. 10, supra. Since imports have not increased in absolute volume,
Vice Chairman Liebeler finds that the increased imports' requirement is not
met with respect to axle parts and, therefore makes a negative determination
with respect to axle parts.

106/ Report at II-19, table II-4.

107/ Id. at II-21, table II-5.

108/ Id.
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percent in 1981 to 26 percent in 1983. Though capacity utilization rose to

46.2 percent in 1984, capacity utilization then fell to 36.2 percent in 1985.

At no time in the period of 1982-85 did capacity utilization reach 1981

109/

levels. U.S. producers' shipments of axle parts followed the pattern

found in production and capacity utilization; shipments fell in 1982 and 1983,

and, though shipments increased in 1984 (before declining in 1985), shipments

110/

never reached 1981 levels during the period of 1982-85. The number of

production and related workers producing axle parts decreased irregularly
between 1981 and 1985, and the number of production and related workers

employed in 1984 and 1985 was well below the number of such workers employed

11/

in 1981 and 1982. The hours worked by production and related workers,

as well as wages and total compensation paid to such workers, fell irregularly

during the period covered by our investigation. 112/

The financial experience of U.S. producers of axle parts has been

negative. Sales declined during the period of investigation from

113/

$19.5 million in 1981 to $10.1 million in 1983. Though sales increased

in 1984 to $18.0 million—a level still below that of 1981—-they then declined

114/

to $14.7 million in 1985. The industry reported aggregate operating

losses, negative operating margins and net losses for each year of the period
covered by this investigation, but for 1984. 115/ On their overall or

divisional operations, U.S. producers reported that total assets and equity

109/ Id. at 1I-22, table II-5.
110/ Id. at II-25, table II-6.
111/ Id. at II-29, table II-8.
112/ Id.
113/ Id. at I1-38, table II-14.
114/ Id.
115/ Id.
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. . . . . . 1186
have declined during the period covered by our investigation. 116/ Return.

on investment declined from a slight positive return in 1981 to a high
negative return in 198Z. The negative return on investment declined during

1983~-84, and rose again in 1985, uz/

The negative production, shipment,
employment, and financial data found show that the domestic industry is

seriously injured.

Substantial cause—Import penetration has been relatively constant

throughout 1981-85. 1In 1982 and 1983, the years in which domestic consumption

was at its lowest level during the period covered by our investigation, import

118/

penetration was also at its lowest level, The ratio of imports to

apparent consumption ranged between 9.2 pércent in 1982, and 13.4 percent in

119/

1985, The import share in 1985 is only 1.3 percentage points higher

than in 1981. 120/

Mot only has import penetration been stable, but we have identified other
causes of serious injury that have had a more important effect on the
condition of the domestic industry than increased imports. The production of
axle parts is closely tied to the sale of construction machinery production in
the United States. 121/ During 1982-83, the U.S. market for construction

machinery, including front-end loaders, crawler tractors, excavators,

bulldozers, and other earth-moving machinery was depressed as a result of low

116/ Id. at II-43, table II-17.

117/ Id. at II-41.

118/ Report at II~74, table II-39.

119/ 1Id.

120/ Commissioner Eckes concludes that increasing imports of axle parts are
not an important cause of the serious injury he has found, and does not join
the conclusions concerning other causes of injury to this industry.

121/ Report at II-83.
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levels of construction and surface mining activity in the United
122/ s .
States. = Activities of Caterpillar Tractor were further slowed by a

123/ In an effort to

strike, and this suppressed demand for axle parts.
remain competitive with foreign producers, several large U.S. construction
machinery manufacturers have shifted production offshore. Such shifts have
led to an increase of imported end—products containing foreign produced axle
parts, which, when imported as an incorporated part of a finished product, are
not subject to this investigation. Demand for construction machinery was
further slowed by high interest rates, the large quantity of idle machinery on
hand following the reéession, and reduced spending on highway construction,
reclamation projects, and Qater and sewer_facilities. ;gé/ The mild
improvement in the outlook for the industry that took place in 1984 and 1985
resulted from a rise in construction activity and an increased demand for
construction machinery. 125/ fAs that improvement occurred, import
penetration remained essentially stable.

after considering alternative causes of injury to the domestic industry,
such as the decline of construction activity and the shift of construction
machinery production offshore, and recognizing that import penetration has
been relatively stable throughout the period under investigation, we have
concluded that increased imports are not a substantial cause of serious

injury, or threat thereof, to the domestic industry within the meaning of

section 201. We further determine that the decline in domestic demand is a

122

123

4

5

.

Id. at II-84.
Id.
1d.
Id.

b |
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more important cause of serious injury, or the threat thereof, to the domestic

. . . 126
industry than are increased imports. 126/

6. Levers for front-end loaders and crawler tractors ("levers®).

A cast-steel lever is a support arm that permits the manipulation of the
bucket or hlade on a front-end loader or crawler tractor used in heavy
construction. The lever is attached to the front of.the vehicle and the back
of the bucket and operates as part of the linkage that controls the

127/

positioning of the bucket and blade. =  Cast-steel levers subject to this

investigation range in weight from approximately 150 pounds to 2,500 pounds.

Increased imporits—The volume of U.S. imports of levers increased during

the period covered by our investigation both in absolute and in relative

terms. There were virtually no imports of levers in 1981. In 1985, several

128/

hundred tons of levers were imported. The ratic of imports to

production rose from a negligible percentage in 1981, to between 5 and 10
percent in 1985. 129/ The first of the threse statutory requirements under

section 201 is thus satisfied.

126/ Vice Chairman Liebeler notes that the “alternative causes of injury" all
relate to domestic demand. As such, the “causes" must be aggregated so that
causation can be examined at the same level of generality. The decline in
demand, because of the decline in construction activity and because of the
shift of construction machinery production offshore, both shift in the
domestic demand curve inward. It is unclear from the text whether these
demand shifts have been aggregated. Vice Chairman Liebeler does aggregate
these “causes® and concurs that the decline in domestic demand is a more
important cause of serious injury, or the threat thereof, to the domestic
industry than are increased imports. For an explanation of her causation
analysis, see Additional Views of Vice Chairman Liebeler and Commissioner
Brunsdale which follow.

127/ Report at II-1.

128/ Id. at II-18, table II-3.

129/ Id. at II-19, table II-4.
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Serious injury or threat thereof—U.S. production of levers fell from
130/

7,711 tons in 1981 to under 4,500 tons in 1983. Though production

increased to 6,226 tons in 1984 (before decreasing to 5,634 tons in 1983},

production did not reach 1981 levels in the period of 1982-85. 131/

Capacity utilization fell below 40 percent each year during the period of

132/

1982-85. The declines in capacity utilization are in part due to

increased capacity. Shipments of levers decreased from 7,673 tons in 1981 to

4,623 tons in 1982, and further fell to 4,082 tons in 1983. 133/

Though
shipments increased to 6,425 tons in 1984, shipments then decreased in 1985,
and never reached 1981 levels during the period of 1982-85. The number of
production and related workers fell during the period covered by the
investigation, with the lowest levels of employment found in 1982 and

1983, 134/ Hours worked by broduction and related workers, and wages and
total compensation paid to such workers, followed the trend set with respect

to the number of production and related workers employed. 135/

130/ Id. at II-21, table II-5.
131/ Id.

132/ Id. at II-20.

133/ Id. at II-25, table II-6.
134/ Id. at II-30, table II-9.
/ Id.
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The financial experience of the domestic industry was generally negative

during the period covered by our investigation. 136/ Aggregate net sales of

levers declined throughout the period, but for an increase in 1984. 137/

Aiggregate operating losses and net losses were reported for each year covered

138/

by our investigation except 1984. On overall operations, the domestic

industry reported decreases in current assets; plant, property and equipment;

39/

and equity. 139 Cash flow from operations was negative throughout

1981-85. 140/

The negative production, shipment, employment, and financial
data found in our investigation show that the domestic industry is seriously

injured.

Substantial cause—Import penetration increased during the period covered

by our investigation. 141/ However, the relative size of the increase is
due to the virtual nonexistence of any imports in 1981. The ratio of imports

to apparent consumption was very small during 1981-84, and remained well below

136/ Only one U.S. producer of levers supplied usable income-and-loss data
for 1981-85. Id. at II-44. The trends evidenced in the usable
income—and-loss data are generally confirmed by data presented in table
II-19. Id. at II-46.

Vice Chairman Liebeler notes that the usable income-and-loss data
represent a very small fraction of actual production. The fact that the data
for all steel castings follow similar downward trends is not helpful when such
a small proportion of each plant's capacity is devoted to levers. See table
II-5. An industry seeking restraints on imports should not be granted relief
when such a low proportion of the industry supplies usable information.
Otherwise, a strong incentive is created for the poor performers to respond
while the healthy firms do not. To find that this industry is seriously
injured, or threatened with serious injury, on the basis of such inadequate
income—and-loss data sets dangerous precedent. Because this industry fails
the substantial cause test anyway, I will assume arguendo that it is seriously
injured.

137/ Report at II-45, table II-18.

138/ Id. at II-44.

139/ Id. at II-49, table II-21.

140/ Id. at II-45, table II-18.

141/ Id. at II-74, table II-39.
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10 percent in 1985, 142/ Imports pf levers rose in 1985, but even with that
increase only several hundred tons of levers were imported. 143/
Given historically low levels of import penetration, we find that other
causes were more important in causing injury to the domestic industry. The
domestic industry faces basic structural problems. It has been unprofitable
throughout 1981-85, and capacity utilization has been under 40 percent since
1982. The production of levers, like the production of axle parts, is closely

tied to the sale of construction machinery. 144/

In 1982 and 1983, the U.S.

market for construction machinery, including excavators, bulldozers, front-end
loaders, crawler tractors, and other earth-moving machinery was depressed as a
result of low levels of construction and surface mining activity in the United

145/

States. Activities of Caterpillar Tractor were further slowed by a

46/

strike, and this further suppressed demand for levers. 146 In an effort to
remain competitive with foreign producers, several large U.S. construction
machinery manufactu(ers have shifted production offshore. Such shifts have
led to the increased importation of finishe& produqts containing foreign
produced levers, which, when imported as parts of a finished product, are not
subject to this investigation. Demand for construction machinery was further
slowed by high interest rates, the large quantity of idle machinery on hand
following the recession, and reduced spending on highway construction,

. . . e 4 .
reclamation projects, and water and sewer facilities. 147/ The improvement

142/ Id. .

143/ Commissioner Eckes concludes that increasing imports of levers are not
an important cause of the serious injury he has found, and does not join the
conclusions concerning other causes of injury to this industry.

144/ Report at II-83.

145/ Id. at II-84.

146/ 1d.

147/ 1d.
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in the outlook for the industry that took place in 1984 and 1985 resulted from
a rise in construction activity and ah increased demand for construction
machinery. 148/

Because import penetration has been low, and after considering
alternative causes of injury to the domestic industry, we have determined that
increased imporis are not a substantial céuse of serious injury to the
domestic industry within the meaning of section 201 of the Trade Act of 1974.
Further, the decline in domestic demand, and the shift of end-product
productiqn offshore, have each been more important causes of serious injury,

or the threat of serious injury. 149/

7. Drive sprockets for track—laving construction machinery and track-—laving
tractors (“drive sprockets®). :

The cast—steel drive sprockets that are subject to this investigation are
contained within the supporting framework of crawler-mounted machinery such as
“tractors, bulldozers, cranes, excavators, bucket loaders, and similar
earth-moving and material-handling equipment. A sprocket is a toothed gear
located at the rear of the undercarriage of a crawlef. Each crawler has two
sprockets (one per side) which receive power from the pinion shaft and
transfer it to the track chain. As the sprocket rotates, its teeth engage the

track chain and propel the crawler either forward or backward. 150/

148/ 1Id.

149/ Vice Chairman Liebeler concurs that the demand shift has been a more
important cause of serious injury or threat of serious injury than increased
imports. She notes that the shift of end-product production offshore results
in a decrease in demand, as does a decrease in construction activity. Factors
that impact domestic demand must be aggregated to provide a proper comparison
with shifts in the import supply curve. For an explanation of her causation
analysis, see Additional Views of Vice Chairman Liebeler and Commissioner
Brunsdale which follow.

150/ Report at II-2.



—35-

Increased imports—U.S. imports of drive sprockets fell from 819 tons in

1981 to 738 tons in 1982. Imports then rose to 1,060 tons in 1984 before

b2 The

declining to 882 tons in 1985, a level higher than that of 1981,
ratio of imports to U.S. production rose, though irregularly, during the

. . . , 152 . .
period covered by our investigation. 152/ Imports thus increased-—albeit

irregularly-—during the period covered by our investigation.

Serious injury or threat thereof—The industry faces basic problems, with

capacity to produce far in excess of demand. U.S. production of drive
sprockets fell below 1981 levels during each year of the period of 1982-85,

with the exception of 1983 when production was at a slightly higher level than

that found in 1981. 153/ Though capacity remained constant throughout the

period, capacity utilization never reached 50 percent and, for most of the

154/

period, remained far below 50 percent. Shipments decreased during the

period, though irregularly, and never reached 1981 levels in the period of

155/

1982-85. The number of production and related workers producing drive

156/

sprockets fell irregularly between 1981 and 1985. The average number

of hours worked by production and related workers producing drive sprockets,
as well as wages paid and total compensation paid to such workers, declined

57/

irregularly duking the period covered by our investigation. 157

/ Id. at II-18, table TI-3.
152/ Id. at II-19, table II-4.

153/ Id. at II-21, table II-5.

154/ Id. at II-22, table II-5.

155/ Id. at II-25, table II-6. Though shipments increased in 1984 from 1983,
these increases were apparently the result, in part, of inventory reductions.
Id. at II-28, table 7.

156/ Id. at II-31, table II-10.

157/ 1d.
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The financial experience of U.S. producers during the period covered by
our investigation was, but for some positive signs in 1981, negative. Net

sales in each year of the period 1982-85 were lower than net sales in

158/ 159/

- 1981.

Net sales were particularly low in 1982 and 1985. In

every year covered by our investigation but for 1981, the industry reported
both operating losses and net losses. 160/ Likewise, in every year covered

by the investigation except 1981, the industry experienced a negative cash

61/

flow from operations. 161 On their overall operations, U.S. producers

reported decreases in total assets and equity, and increases in total

liabilities. 162/ Working capital and the current ratio have decreased,

163/

while the debt to equity ratioc has increased. We find that the

negative financial indicators examined evidence serious injury.

Substantial cause-—U.S. imports of drive sprockets fell to their lowest

level, 738 tons, in 1982. 164/ fpparent U.S. consumption of drive sprockets

165/

also reached its lowest level in 1982. The ratio of imports to

apparent consumption in 1982 rose to the highest ratio shown during the period
covered by our investigation even though the volume of imports decreased
substantially. After the one—time increase in 1982, the ratio of imports to
consumption then decreased. During the same period, apparent U.S. consumption

declined and the rate of importation did not vary by more than 80 tons from

the level of imports in 1981, except in 1984 when imports reached 1,060

Id. at II-50,  table II-22.

158/

159/ Id.

160/ Id.

161/ Id.

162/ Id. at I-53, table I1I-24,

Id.
Id. at II-74, table II-39.
1d.
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tons. 166/ In 1981, the only year of industry profitability, the ratio of.
imports to apparent consumpfion was not much lower than it was in the period
of 1983-85. 167/ Thus, there does not appear to be a significant
relationship between injury to the industry, or threat thereof, and import
penetration. 168/
Mot only has there not been a significant relétionship between injury and
imports, but we find causes other than increased imports to have been more
important causes of serious injury to the domestic industry. As in the case
of axle parts and levers, the production of drive sprockets is closely tied to
the sale of construction machinery made in the United'States. 169/ We have
found that, in 1982 and 1983, the U.S. market for construction machinery,
including front-end loaders, crawler tractors, excavators, bulldozers, and
other earth-moving machinery, was depressed as a result of low levels of
construction and surface mining activify in the United States. 170/ In
particular, shipments of crawler-type méchinery declined sharply; crawler-type
machinery is the major end-product which inéorporates drive sprockets. 171/
Furthermore, in an effort to remain competitive with foreign producers,
several large U.S. construction machinery manufacturers have shifted
production offshore. Such shifts have led to an increase in imports of

finished products containing drive sprockets. Demand for construction

machinery was further slowed by high interest rates, the large quantity of

6/ I

__Z/ d :
168/ Commissioner Eckes concludes that 1ncrea51ng imports of drive sprockets
are not an important cause of the serious injury he has found, and does not
join the conclusions concerning other causes of injury to this industry.

169/ Report at II-83.

170/ Id. at II-84.

171/ Id. at II-83.

I
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idle machinery on hand following the recession, and reduced spending on
highway constrﬁction, reclamation projects, and water and sewer

facilities. 172/ We determine that increased imports are not a substantial
cause of serious injury, or threat thereof, to the domestic industry. There
are more important causes of the sefious injury experienced by the domestic
industry, or the threat of serious injury; than increased imports of drive

sprockets. 173/

8. Beam hanger brackets for class 6, 7, and 8 on—highway trucks (“beam
hanger brackets"). 173/

The beam hanger brackets covered by our investigation are steel castings

that support the suspension system for class 6, 7 and 8 on-highway trucks by
75/

attaching the rear axle suspension springs to the truck chassis. 175 Beam

hanger brackets are always custom made to an individual purchaser's

176/

specifications, and are almost always made from steel. Though some

users have experimented with ductile iron beam hanger brackets, substitution

177/

of ductile iron for steel has been limited. This investigation covers

only cast-steel beam hanger brackets.

172/ Id. at II-84.

173/ Vice Chairman Liebeler concurs that the demand shift has been a more
important cause of serious injury, or threat of serious injury, than increased
imports. She notes that the shift of end-product production offshore results
in a decrease in demand, as does a decrease in construction activity. Factors
that impact domestic demand must be aggregated to provide a proper comparison
with shifts in the import supply curve. For an explanation of her causation
alayisis, see Additional Views of Vice Chairman Liebeler and Commissioner
Brunsdale which follow.

174/ Commissioner Rohr did not participate in the investigation as to this
product.

175/ Report at II-2.

176/ Id.

177/ 1d.
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Increased imports-—The volume of U.S. imports of beam hanger brackets

“increased, though irregularly, during the period of 1981-85. The volume of

imports decreased in 1982, increased by 11.1 percent in 1983, increased by

178/

79.0 percent in 1984, and decreased by 19.5 percent in 1985, The

. 7 .
ratioc of imports to U.S. production also increased. 175/ The first of the

three statutory requirements under section 201 is thus satisfied.

Serious injury or threat thereof-—The production of beam hanger brackets

fell substantially during the five-year period covered by our investigation.

180/

Production plummeted from 1981 to 1983. Though production increased

between 1983 and 1985, production in 1985 was still well below levels of
production reached in 1981. Average capacity to produce beam hanger brackets:
remained constant, while capacity utilization declined irkegularly but

181/ U.S. producers' shipments showed a significant decline from

182/

markedly.
1981 to 1983. Though shipments then increased in 1984 and 1985,
shipments during 1982-85 never approached 1881 levels. 183/ Employment in
the industry declined during the period from 1981 levels. The average number

of production and related workers employed in establishments producing beam

hanger brackets fell from over 40 in 1981 to 6 in 1983, before increasing to

184/

19 in 1985, Hours worked by production. and related workers, as well as

wages and total compensation paid to such workers, declined over the period,

. . . 8
with lowest levels appearing in 1983. 185/

178/ Id. at II-18.

179/ Id. at II-19, table II-4.
180/ Id. at II-21, table II-5.
181/ Id. at II-22--23, table II-5.
182/ I1d. at II-25, table II-6.
183/ Id.

184/ Id. at II-32, table II-11.
185/ Id.
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The financial data for the beam hanger bracket industry also show
decline, tho&gh the industry appears to have shown some improvement in 1985
from weaker performance levels of 1983. Aggregate net sales fell from 1981 to

1983 before rebounding somewhat to a level in 1985 still well below that of

1981. 186/ figgregate operating losses and net losses were sustained

7 . .
throughout 1982-85, 187/ and cash flow from operations was negative
throughout 1982-85. 188/ On their overall or divisional operations, U.S.

producers reported declines in the value of total assets, equity and working

189/

capital. All measures of return on investments used in the

investigation showed negative returns. 190/
Financial data, as well as trends in:production and employment, were
generally negative for the period under investigation. Though there were
signs of recovery in 1984 and 1985, the recovery was weak and did not return
the industry to a profitable position. We determine that the beam hanger

bracket industry is seriously injured and therefore address the third

statutory requirement, substantial causation.

Substantial cause—Throughout the period covered by the investigation,

the domestic market for beam hanger brackets has been dominated by

imports. 91/ Increased imports are not, however, a substantial cause of
serious injury to the industry. 192/

186/ Id. at II-54, table (I-25.

187/ Id. at II-52.

188/ Id. .

189/ Id. at II-58, table II-28,

190/ Id.

181/ Id. at II-74, table II-38.

192/ Commissioner Eckes concludes that increasing imports of beam hanger

brackets are not an important cause of the serious injury he has found, and

does not join the conclusions concerning other causes of injury to this
industry.
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The greatest aggregate operating losses and net losses were incurred in

1982, the year in which U.S. consumption registered its steepest

193/

decline. As consumption continued to decline into 1983, net losses and

operating losses were as severe as any incurred during the period covered by

194/

the investigation, other than those losses incurred in 1982. Imports

actually declined during 1981-82, the period of the sharpest decline in

consumption, 195/ In those years when the industry appeared to be going

through a mild recovery, imports as a share of consumption were at a

relatively high level compared with 1981 and 1982. 196/ Injury suffered by

the industry is more clearly associated with the decline in U.S. consumption
than an increase in imports. This decline mirrors factory sales during

1981-85 of class 6, 7, and 8 on-highway trucks in which beam hanger brackets

197/

are installed. In 1981, 244,088 of such trucks were sold, but in 1982,

sales decreased to 156,838 trucks, or by 35.7 percent. 198/ In 1983, sales

increased slightly to 166,315 trucks, but sales still remained well below 1981

199/

sales. When sales of trucks increased-in 1984, so did U.S. consumption

of beam hanger brackets. 200/

" During the same period, the ratio of imports
to consumption decreased.
after considering alternative causes of iﬁjury to the domestic industry,

and recognizing that there is insufficient relationship between the level of

imports and the profitability of the domestic industry, we determine that

193/ Report at II-74, table II-39.

194/ 1d. at II-54, table II-25, and II-74, table II-39.
195/ Id. at II-74, table II-39.

196/ Id. at II-54, table II-25, and II-74, table II-39.
197/ Id. at II-82.

198/ 1Id.

199/ 1d.
200/ Id. at II-74, table II-39, and II-82.
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increased imports are not a substantial cause of the serious injury or threat

experienced by the domestic industry. 201/

g. Sockets and suspension brackets for 5-ton military trucks ("sockets and
suspension brackets®).

The sockets and suspension brackets covered by our investigation are
cast-steel parts used in the suspension §ystem of 5-ton military trucks.
ébckets weigh approximately 30 pounds, and are butt welded on each end of the
truck's front axle to support the truck's front steering spindles. The
suspension bracket weighs approximately 70 pounds, and is bolted to the rear
axle and center of the leaf springs on a military truck. Sockets and
suspension brackets are now only used on military vehicles, and are custom
made to the military purchaser's specifications. The major domestic market
for sockets and suspension brackets thus consists of the féw producers of

5-ton military trucks. 202/

Increased imports—The volume of U.S. imports of sockets and suspension
203/

brackets increased, though irregularly, during the period of 1981-85.

There were virtually no U.S. imports of sockets and suspension brackets during

204/

the period of 1981-84. In 1985, however, several hundred tons of

201/ Vice Chairman Liebeler finds that the decrease in demand for beam hanger
brackets is a more important cause of injury to the domestic industry than the
shift in the import supply curve. She notes that consumption is not a good
proxy for demand because consumption is the point of intersection of lhe
demand curve and the supply curve. Thus, a shift inward of the supply curve
(e.g., due to an increase in labor costs) results, ceteris paribus, in a
decrease in consumption. For an explanation of her causation analysis, see
Additional Views of Vice Chairman Liebeler and Commissioner Brunsdale which
follow.

202/ Report at II-2.

203/ Id. at II-18, table II-3.

204/ 1d.
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sockets and suspension brackets were imported. 208/ In 1985, the only year

in which there were any imports of consequence, there was an increase in the

206/ Inasmuch as there were almost

ratio of imports to domestic production.
no U.S. imports during 1981-84, imports in 1985 represented an increase in

imports in absolute and relative terms from earlier levels.

Serious injury or threat thereof-—During the period covered by our

investigation, U.S. production of sockets and suspension brackets reached its

207/ Capacity remained constant throughout the period

208/

lowest point in 1985.

while capacity utilization decreased irregularly. U.5. producers’

shipments were at their highest level in 1981 and declined, though

irregularly, during the period. 203/ Shipments showed the greatest declines

210/

in 1981-82 and 1984--85. Likewise, employment figures showed their

greatest declines in 1981-82 and 1984-85. 21/

The number of production and
related workers producing sockets and suspension brackets declined from 1981
to 1982, increased from 1982 to 1984, and fell to its lowest level in

1985, 212/

The hours worked by production and related workers, as well as
wages and total éompensation paid to such workers, fell irregularly during the
period covered by our investigation. 213/ Ddring that same period, however,

average hourly wages of production and related workers producing sockets and

suspension brackets rose steadily. 214/
205/ Id.

206/ 1d. at 1I-19, table II-4.

207/ Id. at II-21, table II-5.

208/ Id. at II-22-23, table II-5.

209/ Id. at II-25, table II-6.

210/ 1d.

211/ See Id. at II-33, table II-12.
212/ 1d.

213/ Id.

214/ 1d.
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Aggregate net sales by U.S. producers of sockets and suspension brackets

decreased irregularly, and fell to their lowest level in 1985. 215/

Producers reported aggregate operating losses and net losses throughout the

. . . . 216 . , . .
period under investigation, 216/ with aggregate operating losses increasing

dramatically between 1981 and 1984. 217/

218/

Cash flow from operations was
negative in each period. Virtually every indicator that we reviewed
during the course of our investigation indicates that the industry is

experiencing serious injury, or the threat therecof.

Substantial cause—We find that imports are not a subsfantial cause of

the condition of the domestic industry. The only measurable import

219/

penetration occurred in 1985, Yet the domestic industry was seriously

injured throughout the period covered by our investigation and faces basic
structural problems. In fact, in absolute terms, the industry had the
greatest negétive cash flow and operating losses in 1983 and 1984, when there
were virtually no imports. 220/ Throughout. the period under investigation,

221/

capacity utilization never reached profitable levels. We therefore

find no relationship whatsoever between the serious injury suffered by the
domestic industry, and increased imports—much less that inckeased imports are

a substantial cause of serious injury or threat thereof. z22/

215/ Id. at II-59, table II-29.

216/ 1d.

217/ 1d.

218/ 1d. ' ’

219/ Id. at II-74, table II-39.

220/ 1d. at II-59, table II-29.

221/ 1d. at II-23, table II-5.

222/ Vice Chairman Liebeler finds decreased demand for sockets and suspension

brackets to be a more important cause of injury to the domestic industry than
increased imports, and therefore increased imports are not a substantial cause
of serious injury. For an explanation of her causation analysis, see
Additional Views of Vice Chairman Liebeler and Commissioner Brunsdale which
follow.
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10. Parts of valves. 223/

The- steel valve castings subject to our investigation are cast component
parts of steel valves, including investment castings and alloy steel and
stainless steel castings. Steel valve castings are distinguished from
completed valves which are not subject to this investigation. The steel valve
castings covered include, but are not limited to, (1) the valve body
(sometimes called the “"shell") that holds other valve components together in
the assembly; (2) the bonnet (the upper part of the valve body assembly which
guides the stem and contains the stem packing assembly); (3) the stem (the rod
or spindle to which motion is imparted outside the valﬁe assembly to move the
disc or wedge inside the valve); (4) the wedge (a flow-controlling element
with inclined seating surfaces); (5) the handle (a device connected to the
valve stem to permit manual operation); and (6) seat rings (a soft seat
element which is usually an o-ring and is the contact surface of the
eat). 224/

Steel valve castings are used in the pkoduction or repair of completed
steel valves. Steel valves are used primarily in piping systems found in the
petroleum refining, petrochemical, electrical power generation, and pulp and

225/

paper manufacturing industries. Such valves vary in size from a

226/

fraction of an inch to more than 30 feet in diameter. Valves are used

223/ Commissioner Brunsdale concurs with the majority, but appends Additional
Views (together with Vice Chairman Liebeler) as well as her Additional
Findings setting forth her reasoning on how a decline in domestic demand can
injure the domestic industry in the presence of a fixed world price for the
imported product. See also, supra, n.103 for a discussion of this issue.

224/ Report at II-2-3.

225/ Id. at II-3.

226/ 1d.
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at pressures ranging from a vacuum to the highest pressures attainable today,

27/

and at a wide range of temperatures. 227

Increased imports —U.S. imports of valve parts increased, though

irregularly, during the period covered by our investigation. Imports of steel

28
valve parts rose from 8,556 tons in 1981 to 12,067 tons in 1982. 228/

Imports then fell sharply to 4,302 tons in 1983, but by 1985 increased to
8,908 tons. 229/ Though the increase in volume of imports was gradual, the

ratic of imports to U.S. production rose sharply from 1981 levels during the

period covered by our investigation. 230/ We therefore find that the first

statutory requirement—increased imports—is satisfied with respect to steel

valve parts.

Serious inijury or threat thereof—Reported U.S. production of steel valve

23y/

parts dropped sharply from 47,115 tons in 1981 to 16,322 tons in 1983,

Though production then increased to 22,942 tons in 1985, production in 1985

was still well below 1981 and 1982 levels. 232/ Domestic capacity to

produce valve castings rose during the period covered by our investigation and

233/

capacity utilization fell sharply. Capacity utilization was 83.7

234/

percent in 1981 before falling to 25.5 percent in 1983. Though

capacity utilization then rose to 36.2 percent in 1985, capacity utilization

235/

never again approached 1981 levels. U.S. producers’ shipments declined

227/ 1d.
228/ Id. at II-18, table II-3.
229/ 1d.
230/ Id. at II-19, table II-4.
231/ Id. at 1I-21, table II-5.
232/ Id.

233/ Id. at 11-22-23, table II-5.
234/ Id. at 1II-23, table II-5.

235/ 1d.
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sharply from 12,261 tons in 1981 to 5,285 tons in 1984, and though shipments

increased in 1985, the level of shipments in 1985 was less than half that of

236/

1981. The trend in the number of production and related workers

employed producing valve parts paralleled the trend in volume of shipments.
The domestic industry employed 3,652 production and related workers in 1981,

but the number steadily declined to 1,955 workers in 1984, before rising

237/

slightly to 2,008 workers in 1985. The hours worked by production and

related workers, as well as wages and total compensation paid to such workers,

fell irregularly during the course of the investigatibn, with lowest levels

attained in 1983, 238/

The financial performance of U.S. producers over the past five years has

been bleak. Aggregate net sales of parts of valves plummeted from $96.5

239/

million in 1981 to $47.5 million in 1983. Sales then increased, but

only by 4 percent, to $49.3 million in 1985, 240/ Aggregate operating

income dropped by 99 percent from $7.4 million, or 7.7 percent of sales in

1981, to $81,000, or 0.1 percent of sales, in 1982. 241/

242/

Operating losses

were incurred in 1983, 1984 and 1985. Cash flow from operations

decreased from $9.0 million in 1981 to $1.9 million in 1982. 1In 1983, 1984

243/ On their overall or

and 1985, the industry had a negative cash flow.
divisional operations, U.S. producers reported decreases in the value of total

assets, equity and working capital, and a decrease in return on

/ Id. at II-25, table II-6.
237/ Id. at 1I-34, table II-13.
238/ Id.
239/ Id. at II-65, table II-33.
240/ Id. at 1I-64-65, table II-33.
241/ Id. |
242/ Id. 1In 1983 and 1985, operating losses of $3.7 million, or 7.5 percent
of sales, were incurred.
243/ Id. at IT-64-65, table II-33.
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4 . . . . .
investments. 244/ The negative financial, production, shipment, and

employment data clearly show serious injury.

Substantial cause—~Apart from Qnusually high levels in 1982 and low

levels in 1983, the level of imports has been constant. But for high levels

in 1982, import volume fluctuated between 4,302 tons in 1983 and 8,908 tons in

245/

1985, After a sharp increase from 1981 to 1982, the ratio of imports

246/

to apparent consumption remained stable. Though, with the exception of

aberrations in 1982 and 1983, the level of imports remained unchanged during

the period of our investigation, apparent U.S. consumption dropped

precipitously from 54,965 tons in 1981 to 20,663 tons in 1983. 247/

Consumption rose modestly after 1983, but never approached 1981

248/

levels. A large contraction in the valve industry, and hence in the

249/ The most

valve parts industry, took place in 1982 and 1983,
significant purchasing sector for valves is the petrochemical industry.

Demand for valves and valve parts is stimulated by capital expenditures on new
pipeline projects, as well as on replacement valves in existing

250/

pipelines. In 1981-83, recessionary pressures caused a downturn in

capital investments. O0il industry capital outlays will be an estimated $33.8

244/ 1d. at 1I-69, table II-36.

245/ Id. at IT-74, table II-39.

246/ 1d.

247/ Id.

248/ Id.

249/ Id. at II-84. Demand for valve parts virtually collapsed starting in
1982, and has shown negligible recovery. Demand fell nearly 17 percent in
1982, then dropped more than 50 percent in 1983. Even with the recovery of
demand in 1984 and 1985, apparent consumption is still little more than half
of 1981 levels. ' o

250/ 1Id.
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billion in 1986, down 247percent from 1585, and down 60 percent from the peak
of $83 billion in 1981. 251/
We determine that increased imports are not a substantial cause of
serious injury, or threat thereof, to the domestic industry. The downturn in
consumer demand, and especially the downturn associated with the recession in
the domestic petrochemical industry, has been a greater cause of serious
injury, or threat thereof, to the steel valve parts industry than have

. . . : 252/
increasing imports. ——

11, Bronze ship propellers.

The bronze ship propellers covered in this investigation include shib and
boat propellers ranging in diameter from 10 inches to 35 feet and in weight
from a few pounds to over 200 tons. The domestic industry generally
ciassifiés the propellers covergdlby this invespigation into three basic
categories according to size and end use: (&) propellers for yachts and
pleasure boats, under 36 inches in diameter; (b) propellers for commercial
workboats and small military vessels, between 3 and 10 feet in diameter; and
{¢) ship propellers for oceangoing vessels, between 10 and 35 feet in
diameter. The propellers subject to our investigation include those made of

; . . 253/
nickle-aluminum bronze as well as those made of manganese bronze. =

Increased imporits—The volume and value of U.S. imports of bronze ship

propellers both increased, albeit irregularly, during the course of our

251/ Id.

252/ For an explanation of Vice Chairman Liebeler's causation analysis, see
Additional Views of Vice Chairman Liebeler and Commissioner Brunsdale which
follow. ' : '

253/ Report at III-1.
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. . 254 . . .
investigation. 234/ The volume of importis declined from 158 tons in 1981 to

255/

109 tons in 1984, but then increased to 362 tons in 1985. The ratio of

U.S imports to U.S. production more than doubled from levels of 1981 to 13.4

256/ We therefore find that the first statutory

percent in 1985.
requirement——increased imports—is satisfied with respect to bronze ship

propellers.

Serious injury or threat thereof—Despite some irregular declines in some

factors, the basic productive facilities and plant utilization, employment and

compensation, and financial position of the domestic industry remained

257/

generally intact and broadly stable during 1981-85. Capacity remained

258/

constant. After declining in 1981, production and capacity utilization

remained steady during 1982-85, fluctuating within a relatively narrow band.

Employment figures showed very little change throughout the period. 259/

The average number of production and related persons. producing bronze ship
propellers increased from 602 workérs in 1981 to 641 workers in 1983, before
declining to 583 workers in 1985, a level not far below 1981 levels of
employment. 260/ Hours worked by production and related workers producing
bronze ship propellers remained relatively constant throughout the period

61/

covered by our investigation. 261 Wages and total compensation paid to

such workers increased over the period covered by our investigation, and

754/ 1d. at III-11, table III-1.
255/ Id.
256/ Id. at III-10. ,
257/ Id. at IIT-12, table III-2; III-15, table III-4; and III-17, table III-5.
258/ Id. at III-12, table III-2.
259/ Id. at III-15, table III-4.
260/ Id.
261/ Id.
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Ny

|

average hourly wages rose during the period. Employment figures do not

evidence injury.
On the other hand, the financial condition of the U.S. industry is

somewhat mixed. Net sales have not fluctuated much during the period covered

263/

by our investigation, except for 1983 when sales fell somewhat. Cash

flow from operations has remained positive, though it has dropped considerably

from 1981 and 1982 levels. 284/ et income and operating income was

reported for each year covered by our investigation, but levels of such income

were considerably lower in 1983, 1984, and 1985 than they had been in 1981 and

265/

1982, Though income has been declining, other financial data has been

positive. Throughout the period under investigation, research and development

. . 266 . . ‘
expenses have increased. 266/ Capital expenditures are up over 1981 levels,

267/

though not as high as they were in 1982 and 1983. Investment in

property, plant, and equipment is stable, and total current assets have

268/

increased in each year covered by our investigation. = Egquity and

working capital have increased, and the ratio of debt to egquity ratio has

decreased. 269/ There are, therefore, positive signs in the financial

data. Moreover, year-end inventories of imported bronze ship propellers have

270/ We find that though the

been relatively constant during 1981-85.
financial data contain some negative signs as well as positive, relevant

indicators do not evidence serious injury or threat thereof.

N
(=]
N

id.
Id. at III-17, table III-5.
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266/ Id. at ITI-20-21.

267/ Id.

268/ Id. at I1I-20, table ITI-7.
269/ Id.

270/ Id. at I1I-22.
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ADDITIONAL VIEWS OF VICE CHAIRMAN LIEBELER

AND COMMISSIONER BRUNSDALE

The general approach we adopt for analyzing the causation

issue in Section 201 cases is explained in our earlier decision
1 :
on Wood Shakes and Shingles. As indicated there, this

approach is guided by the principle that it is imperative to be
able to distinguish between cause and effect. In addition, it is
important to select a method of analysis that not only

incorporates the specific variables cited by Congress as relevant
2
to escape clause cases, but does so in a manner that is
3
ccherent and internally consistent.

1

Inv. No. TA-201-56, USITC Pub. 1826 (1986) at 55 (hereinafter
referred to as Wood Shakes and Shingles).

2

Some of these variables are capacity utilization, profits, sales,
inventories, employment, and wages. H.R. Rep. 571, 93rd Cong., lst
Sess. 47 (1973).

3 .
"The Commission is directed to take into account all economic
factors it considers relevant,"™ H. Rep. 93-571, 93 Cong., 1lst Sess.
47 (1973). Also, "The Commissioners will have to assure themselves
that imports represent a substantial cause or threat of injury, and
(Footnote continued on next page)
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The method of analysis we use is traditional demand and
4

supply analysis. This method enables us (1) to distinguish
situations where "increased imports"™ are a substantial cause of
serious injury from situations where the increase in imports is
an effect of changes in other factors operating in the domestic
market and (2) to determine whether increased imports are at
least as important a cause of serious injury as any other cause.
Demand and supply analysis is a flexible tool that can be applied

to a wide variety of specific fact situations. For example, in

Wood Shakes and Shingles the evidence indicated that the domestic

and the imported product were essentially the same and could

therefore be treated as a homogeneous good. Under these

(Footnote continued from previous page)
not just one of a multitude of equal causes or threats of injury."
S. Rep. 1298, 93rd Cong., 2nd Sess. 120 (1974).

4

Throughout these Views, the term *demand® refers to the
relationship between the full range of prices and the gquantities
that would be purchased at each price. Similarly, the term "supply”
refers to the relationship between the various possible prices and
the quantities associated with each price that firms will produce
and offer on the market. A "decline in demand®, for instance,
refers to a reduction in the aggregate quantity that consumers would
purchase at any given price. Thus, the term "demand", referring to
the entire relationship, should be carefully distinguished from the
expression "quantity demanded®, and similarly for "supply" and
"quantity supplied"”. The basic concepts of demand and supply are
explained in more detail in any principles of economics textbook,
such as Samuelson and Nordhaus, Economics, 12th ed., chapter &

(1885).
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conditions, demand and supply analysis of causation requires an
examination of three general components: (1) the domestic demand
for the product, (2) the domestic supply of U.S. producers, and
(3) the import supply of foreign producers. This led us to
consider how each of these three general components (or curves)
had changed during the period of investigation, and could
therefore be called a "three-curve analysis."5

In the present case, however, the evidence concerning
certain vehicular steel castings and valve parts iﬁdicates that
purchasers do not consider the domestic product and the imported

6

product to be the same (i.e., are not homogeneous). Thus the

domestic and imported products are properly analyzed as

5 ‘
Wood Shakes and Shingles, at 90. Note that a change in a
component, such as an increase in import supply, means that there is
a shift in the import supply curve. For this to occur there would
need to be a change in one (or more) of the variables that influence
import supply, such as foreign production capacity or technology.

It is important to remember that an "increase in the quantity of
imports"™ is not the same as an "increase in import supply.” The
former refers to a situation where the quantity of imports increases
along an unchanging import supply curve, whereas the latter refers
to a situation where the entire import supplv curve has shifted
outward. For a discussion of this crucial point, see Samuelson and
Nordhaus, supra.

6

Vice Chairman Liebeler notes that the same evidence indicates
that the domestic axle parts, levers, drive sprockets, beam hanger
brackets, and sockets and suspension brackets differ from the
imports of these products.
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7
differentiated products. Under this fact situation, causation

analysis using traditional demand and supply is more complex than

in Wood Shakes and Shingles because it is necessary to assess how

changing market conditions affect two products, not just one. To
do this we examine four general components: (1) the domestic
demand for the U.S. product, (2) the domestic demand for the
imported product, {(3) the domestic supply of the U.S. producers,
and (4) the import supply of foreign producers. As isldeveloped
more fully below, this causation analysis will distinguish
between the effects of changes in each of these four components
{or curves) and therefore could be referred to as a "four-curve"
analysis.8

The fact that a domestic product is mot a perfect substitute

for a similar imported product has mnot as far as we are aware

7

Several studies have found that such product differentiation is
appropriate for many manufactured products. See for example R. E.
Baldwin and W. E. Lewis, "U.S. Tariff Effects on Trade and
Employment in Detailed SIC Industries,” in W. G. Dewald, ed., The
Impact ¢of Internaticnal Trade and Investment on Employment, at 243.

8
Vice Chairman Liebeler’s application of this causation analysis
for the industries for which she found increased imports and serious
injury is in the majority opinion at footnotes 92, 126, 149, 173,
201, 222, and 252 and in the accompanying text. This analysis
indicates that in each of the industries she analyzed, the decrease
in demand for domestic product due to exogenous factors was a
greater cause of injury than the demand drop due to increased
imports. '

(Footnote centinued on next page)
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been formally analyzed in any Commission decision. However, the

issue was raised by Commissioner Rohr in his Additional Views to
9
Electric Shavers and Parts Thereof. Specifically,

Commissioner Rohr asserted that product differences resulted from
the differences in "design age" of the domestic and imported
shavers. Commissioner Rohr correctly recégnizes the importance
of taking product heterogeneity into account, where appropriate,
in an analysis of domestic and international markets.

At this point we turn to an analysis of injury resulting
from a contraction of domestic demand. This discussion explains
the conditions that must be present for a decline in domestic
demand to injure a domestic industry and shows how the impact of
such a decline can be compared to the impact«of increasing
imports in determining the substantial cause of injury.

In a Section 201 case, where imports from all countries are
considered, the United States often faces a highly elastic import

supply. This is significant because it means that the product

(Footnote continued from previous page)

Commissioner Brunsdale’s causation analysis with respect to
those industries for which she found serious injury is explained in
her Additional Findings, which follow.

9

Inv. No. TA-201-57, USITC Pub. 1819 (1986). We did not reach the
causation issue in Electric Shavers because we found no serious
injury or threat thereof.
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price is set in the global market and that domestic supply and
demand conditions have only minor influences on domestic price.
In such a case, a price reduction must have originated mainly in
increased import supply, regardless of any dramatic reduction in
demand by domestic consumers. The reason is that international
suppliers always stand ready to act as residual sellers to
domestic consumers at the world price.

It is nonetheless trué, however, that there are two
alternative market conditions in which reduced domestic demand
might very well weigh more heavily than increased imports in the
causation of serious injury. For instance, perhaps the United

10
States faces a less-than-infinitely-elastic import supply,
such as might arise if the world quantity supplied increased with
price and the United States, as a nation, was a "large" customer
in the world market. 1In that case, domestic factors, such as
demand, would not be negligible in setting world price and thus a
decline in demand could be responsible for injuring domestic
producers.

Alternatively, the imported and domestic products may not be

homogeneous. If the products are differentiated (that is, not

10
Price elasticity of supply (demand) is a measure of the
(Footnote continued on next page)
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perfect substitutes to consumers), then even if the United Stgtes
faces an elastic import supply, a decline in domestic demand for
i1
the domestic product can indeed inflict serious injury. In
this situation, such a decline in demand can be a more important
cause of such injury than imports. As noted earlier, we believe
that the products under investigation in this case are
heterogeneous.

Of course, it remains true that there are differing degrees
of product heterogeneity. Thus, in many instances product
heterogeneity, while undeniably present, will be sufficiently
unimportant that it can be disregarded without interfering with
valid reasoning and conclusions. This judgment will often rest
on whether the ratio of the price of the imported article to that
of the domestic article changes significantly over the period of
investigation. A large relative price change would be consistent
.with less than perfect product substitutability.

Furthermore, in some cases, two heterogeneous products

simply differ in the amount of a specific product attribute they

(Footnote continued from previous page)

responsiveness of quantity supplied (demanded) to changes in price,
and is defined as the percentage increase (reduction) in quantity
supplied (demanded) associated with a one percent increase in price.

11
In addition, it is necessary that domestic producers do not face
an infinitely elastic foreign demand curve.
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respectively embody. In such situations, the underlying demand
is for the attribute. The analysis can then be simplified by
reducing the two products to their common attribute and
representing the products together in a single attribute

12
market.

12

For instance, some cars are more durable than others. Where
such services may reasonably be isolated and measured,
differentiated products could be appropriately recast into demand
and supply for product services and thus reduced to a single market
for services. See Kelvin Lancaster, "A New Approach to Consumer
Theory," Journal of Political Economy, Vol. 74 (April 1966), at
132-57, and subsequent contributions to the literature on hedonic
pricing that Lancaster pioneered. For instance, in Certain Portable
Electronic Calculators (Inv. No. 337-TA-198), submissions received
by the Commission argued persuasively that the common service was
"calculating power" and showed that the prices of individual
calculators could be predicted based on the amount of this quality
attribute.
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ADDITIONAL FINDINGS OF COMMISSIONER BRUNSDALE

As I indicated in footnotes 103 and 223 to the majority’s
views, I agree with the conclusion that imports are not a
substantial cause of serious injury to domestic producers of beam
hanger brackets, drive sprockets, levers, and axle parts, as well as
parts of valves. As noted there, I believe the majority's analysis
of causation for these products is obscure. In these Additional
Findings, I apply the analysis discussed in my preceding Views with
Vice Chairman Liebeler to the two industries where a decline in
domestic demand must be considered as a possible cause of injury
more important than increased import supply. These are the
vehicular steel castings industry and the valve parts industry.

To provide the concrete framework required to apply these
principles, certain more technical methods are presented in the
accompanying appendix. (This framework is designed to use the type
of data available to the Commission in its imvestigations.) Under
the conditions elaborated there, a decline in domestic demand for

the domestic product--a decline that is unrelated to increased
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import supply—-can indeed cause injury to the domestic industry.
Such injury must be weighed against any injury attributable to an
independent decline in demand for the domestic product that is
caused by increased import supply.

While this framework abstracts from several issues, it does
provide a coherent and impartial way to understand the relative
impacts of increased impbrtvsupply and decreased domestic demand on
the domestic industry. There are at least two major reasons why
such an approach is desirable. For one thing, it is explicit,
subject to examination by all who want to understand what underlies
the determination. 1In addition, if the relative impacts of foreign
and domestic causes are sufficiently divergent, the approach makes
it possible to determine with great confidence whether the

petitioners’ claims are correct or without merit.

Vehicular Steel Castings

The vehicular steel castings industry is seriously injured.
Although cash flow from operations fluctuated somewhat after 1981,
it declined from a positive $1.4 million that year to a negative

1 .
$1.3 million in 1985. Furthermore, the majority found that each

1
Table 1, INV-J-091.
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of its defined industries producing respectively each of the five
items comprising vehicular steel castings was seriously injured or
threatened with serious injury. Thus, in finding serious injury to
the more broadly defined vehicular steel castings industry, I am
doing little more than agreeing with the implication of the
majority’s findings. Cleﬁrly, it would be most improbable for the
entire industry not to be seriously injured if each of its component
industries was.

Turning to causation, the first point to note is that imports
of the subject vehicular steel castings increased only slightly
between 1981 and 1985, from over 4,000 tons to 4,810 tons, and were
actually lower in ’'85 than in ’‘84. Second, domestic consumption
fell by a significant amount, from 31,561 tons in 1981 to 24,632

2
tons in 1985, indicating a sharp contraction in domestic demand.

Moreover, while the data on prices appear weak and somewhat in
conflict,3 they lead to two significant conclusions. First,
consistent differences between the prices for domestic and imported
items. strongly suggest that domestic and imported vehicular castings
are differentiated in the eyes of domestic consumers. Second, the

price of the imported product appears to have declined, which in

2
INV-J-093.

3
Report at 1I-76-11-79, tables II-40-II-44 and at II-82, table

II-46.
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this case indicates a downward shift in the import supply curve
faced by U.S. consumers.4 In addition, the United States is no
longer a world giant in vehicle production, and faces highly elastic
import supply for vehicle parts, including the steel castings
considered here.

Demand has contracted, import supply has increased, and imports
are elastically supplied. Thus, the conditions essential for
applying the analytical framework developed in the appendix to these
Findings are met. The analysis indicates that in the years 1981-85
the decline in domestic demand alone (that is, unrelated to
increased imports) reduced consumption of the domestic product by
roughly four times more than did the increase in import supply.

Since the decline in demand is the more important cause, I find that

imports are not a substantial cause of injury.

Certain Valve Parts

I concur with the majority with respect to increased imports

and serious injury of the domestic industry producing certain valve

4
In the absence of better price data, it is appropriate to extend
(Footnote continued on next page)
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parts.
As for causation, the data are similar to those on vehicular
steel castings. Imports of valve parts increased only slightly over

the period of the investigation, from 8,556 tons in 1981 to 8,908
tons in 1985.5 Moreover, domestic consumption decreased sharply
from 54,965 tons in 1981 to 31,330 tons ip 1985.6 Unit values of
import shipments also fell significantly over this period,7 as did
more narrowly defined prices.8

Since at least eleven major industrial countfies, as well as
other nations, export valve parts to the United States,9 it
appears likely that a large global market exists for this product,
that the United States plays a reasonably small role in that market,

and that U.S. consumers face highly elastic world supply for the

product. Finally, since the price of the domestic product is about

(Footnote continued from previous page)

the benefit of the doubt to petitioners by assumlng that any
increase in the quantity of imports (after allowing for the general
decline in demand allocated proportionally between the domestic and
import product) is due to an increase in the supply of imports.

5
Report at II-18, table II-3

6
Id. at II-15, table II-2

7
Id. at II-18, table II-3

8
Id. at II-81, table II-45

9
Id. at D-11.
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_ 10
twice that of the imported product, it seems virtually certain
that consumers do not view the imported product as identical to the
domestic product.

Thus, once again, the conditions are present for applying the
analytical framework set forth in these Findings. The analysis
shows that the decline in domestic demand alone (thaﬁ is, unrelated
to increased imports) reduced consumption of the domestic product by
roughly five times more in the years 1981-85 than did the increase
in import supply. Since the decline in domestic demand is the more

important cause, I find that imports are not a substantial cause of

injury.

10
Id. at II-81, table II-45
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Appendix

If American consumers face infinitely elastic supply of a
differentiated import product, but American producers do not face a

11
horizontal world demand curve, the situation may be portrayed in

the following graphs:
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The demand and supply relationships are represented

geometrically as curves. - See supra Additional Views of Vice
Chairman Liebeler and Commissioner Brunsdale, n. 4.
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12
In graph A, the S curve is domestic supply while the D

curve is initial domestic demand for the U.S. product. In graph B,
S(w) is initial world supply of the imported préduct, while D{(w) is
U.S. demand for that product. In each graph, price is represented
on the vertical axis, while quantity sold and consumed is
represented on the horizontal axis. Thus, initial consumption of
the domestic product is quantity C(0) while initial consumption by
American consumers of the imported product is gquantity I(0).

Now, suppose domestic demand contracts proportionally for both
the U.S. product and imported product. This is shown as a leftward
shift of both the D curve in graph A and the D(w) curve in graph B.
The effect is to reduce the consumption of the domestic product to
quantity C’ and the imported product to quantity I’.

Ne#t, let import supply increase. This is represented in graph
B by a downward shift in world supply of the imported product from
S(w) to S(w)’, equivalent to a reduction in the price of that
product. American consumers will thus increase their consumption of

the imported product from quantity I’ to quantity I(l), as

12

The injury attributable to the decline in domestic demand
relative to that attributable to increased imports would remain
unchanged even if the domestic supply curve were upward sloping, as
is usually believed to be the case, provided the curve is reasonably
linear. The absolute extent of injury imposed by each of the two
causes would be affected, however.
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illgstrated in graph B. Since the imported product is highly (but
not perfectly) substitutable for the domestic product, at least part
of the increased consumption of the imported product will come at
the expense of domestic producers, i.e. demand for the domestic
product will decline further. This is pictured in graph A as a
second leftward shift of curve D’ to pesition D’’. Since the
products are imperfect substitutes, there is no reason to suppose
that the reduction in demand for the domestic product will exceed
the increase in quantity of the imported product demanded as a
result of the increase in import supply.

This analysis presents the proper way to disaggregate the
effects of a decline in domestic demand and an increase in import
supply and to assign relative weights to each. Namely, C(0) minus
C’ is the injury induced by falling demand, while C’ minus C(1l) is
the injury induced by increased import supply. If the ratio of the
first to the second is greater than one, the decline in demand is a

more important cause of injury than is the increase in import supply.
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VIEWS OF CHAIRWbMAN STERN
FINDING INCREASED IMPORTS THE MOST IMPORTANT CAUSE OF
SUBSTANTIAL INJURY AND THREAT OF SUBSTANTIAL INJURY TO
THE BEAM HANGER AND SOCKETS AND SUSPENSION BRACKET INDUSTRIES
I agree with my colleagues that imports of beanm
hanger brackets and socket and suspensidn brackets have
recently increased, and that the domestic industries producing
these products are substantially injured. I also agree that a
decline in demand for the primary end use products for these
industries--highway trucks and five ton military trucks--has
played an important role in their poor performance for the past
five years. However, unlike my colleagues, I have found that
imports have been or will be as important as this decline in
consumption, and have therefore made affirmative

determinations.
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Beam Hanger Brackets

Between 1981 and 1982 beam hanger bracket production
fell almost 70 percent. This was undoubtedly related to the
fact that consumption of the product fell by almost one half
during the year. Although the absolute quantity of beam hanger
bracket imports fell between 1981 and 1982, as demand shrunk
the market share of low-priced imports;/ increased
considerably, to almost 70 percent. Thus, both a considerable
decline in demand for the product and the stronger foothold
gained by imports on the domestic market contributed equally to
the financial about-face of the industry, from modest |
profitability in 1981 to gigantic losses in 1982.2/

In 1983, the absolute quantity of imports increased

only slightly. But consumption fell again, albeit less

1/ Pricing data from Commission questionnaires were limited to
one U.S. producer and two importers. Such a limited sample
has obvious shortcomings for specific price comparisons, but
in light of the small size of this industry, is indicative of
price trends throughout the period of investigation. Exact
figures are confidential, but show that imports consistently
undersold the domestic product by considerable margins.
Report at II-79, Table II-43.

2/ See Report at II-54, Table II-25.
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dramatically than in 1982, and domestic beam hanger bracket
production plummeted to only a fraction of its level in 1981.
Imports now clearly dominated the market with an 86 percent
market share. And the immense losses of 1982 became staggering

Y
losses in 1983.

Significantly, in 1984, when total consumption bf
beam hanger brackets completely recovered, domestic production
was only a third of its level in 1981, and import penetration
remained at a high 82 percent. The industry'appears to have
stabilized in 1985 at low plateau: demand for beam hanger
brackets is back, but now the market for domestic producers is
one characterized by huge losses, low production and shipment
levels, and a domestic market share of only 23 percent.

While lower démand for the end-use producti/ may

have precipitated the influx of imports in 1982 and contributed

to the ihdustry's injury in 1983, the very high and stable

See Report at II-54, Table II-25.

NN

It was argued that legislation passed in 1980 and 1982, the
Motor Carrier Act and the Surface Transportation Assistance
Act, were causes of injury more important than imports because
the allowance of more cargo per truckload adversely affected
demand for highway trucks. However, figures indicate that
sales of trucks in 1985 were higher--not lower--than in 1981.
See Report at II-82.
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market share of imports for the past three years, coincident
with enduring lcosses in production and shipment levels,
demonstrates that in the most recent period imports have been
the major cause of substantial injury to the domestic beam
hanger bracket industry, and thus an affirmative determination

is warranted.

Sockets and Suspension Brackets

This industry was clearly experiencing serious
injury throughout the period of investigation, before imports
entered the domestic market in a major way in 1985.2/

However, in 1985, imports suddenly took more than one quarter
of the domestic market. Coupled with this sizable increase in
imports was a worsening of the industry's condition.g/ In
addition to the abrupt appearance of a significant import

market share, another problem confronted the industry in

5/ Shipments and production fell significantly between 1981 and
1982, and financial losses were considerable every year. See
Report at II-59, Table II-29

6/ Production, employment and shipments all fell substantially,
and financial losses were even heavier than in previous years.
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1985: a significant decline in demand for the end-use
product,‘s-ton military trucks.Z/ Thus both imports and a
decline in demand for the end use product employing socketé and
suspension brackets played a role in the further deterioration
of the industry in 1985.

The Commission is thus presented with a weakened
domestic industry that has'just encountered a sudden flux of
imports in 1985. The gquestion, then, is one of threat--what is
the likelihood that imports will continue to increase and thus
be the primary cause of the domestic socket and suspension
bracket industry's serious injury? Pricing data, although
limited, indicates that imports are priced below the domestic
product.g/ Information available to the Commissiong/
demonstrates the probability that imports of sockets and
suspension brackets will continue at their current level or
increase. I therefore find that increased imports of sockets

and suspension brackets is the substantial cause of a threat of

serious injury to this domestic industry.

See Report at II-81,

See Report at II-80, Table II-44.

NN

Because of the small size of the domestic industry producing
these products, specifics concerning the market participants
and their future plans are confidential.






-77-

Views of Commissioner Eckes

In this investigation, I concur with the negative
determinations of a majority of the Commission, except for
imports of cast steel valve parts. Regarding the latter itenm,
it is clear, as the majority notes, that such imports are
increasing and that the domestic industry producing valve parts
is experiencing serious injury. However, unlike my colleagues,
I determine that the increased imports of valve parts are a
substantial cause of serious injury to the domestic industry
producing cast steel valve parts. Consequently, these
dissenting views will concentrate on this point of dispute, the
causation issue.

Imports of valve parts gncreased their market share sharply
in 1982, rising from 15.6 percent in 1981 tq 26.4 percent in
1982. 1In 1983, as apparent U.S. consumption of valve parts
;ontracted sharply, import share declined to 20.8 percent, a
market share larger than imports held in 1981. Consumption
began to recover in 1984 and 1985; in the face of that
recovery, import market share sharply increased to their
highest levels--28.6 percent in 1984 and 28.4 percent in 1985.
Absolute levels of imports doubled from 1983 to 1985. Thus,
unlike import trends for other products in this investigation
where declining demand has been a factor in the market, these
penetrations are‘sizable and remain larger than for the period

preceding any contraction in demand.



-78-

It is clear to me from these data that imports are an
important cause of the serious injury the industry is
experiencing. Unlike my colleagues, I also believe that
imports are a cause more important than any other cause of the
industry's probleﬁs. In reaching their negative determination,
the majority may have focused too extensively on the
consumption cycle. Although consumption did plummet in 1983,
and then turned slowly upward during the next two years, the
domestic industry has not shared in that upturn. During the
period 1983-1985, import penetration increased almost 8
percentage points--to a level 13 percentage points higher than
1981 levels. At the same time the performance of this
seriously injured industry has impréved only marginally,
remaining below 1981 and 1982 levels.

It is true that changes in demand for valve parts have
resulted from problems in the petroleum industry, the primary
consumer of such parts. But this decline in demand occurred in
1982 and 1983, while the sharp rise in import penetration
occurred in 1984 and 1985. As I discussed in my dissenting
views in Potassium Permanganate,

"Neither the statute nor the legislative history

establishes a time-frame for considering serious

injury. Thus, the Commission has discretion to

determine the appropriate period based on the facts of

each investigation. . . .It is evident from both the

statute and Commission practice that the focus of the

Commission’s determination is on the impact of

increasing imports and the performance of the
industry. 1/

1/ Potassium Permanganate, Inv. No. TA-201-54, USITC
Pub. 1682 (1985), Views of Commissioner Eckes, at 40.
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In the present investigation, the most appropriate period for
the focué of the Commission's causation analysis is the most
recent three-year period. Since the downturn occurred in 1982
and 1983, imports have increased their market share by nearly

8 percentage points. Imports have increased both absolutely
and relatively during the period in which the industry has been
experiencing serious injury. These trends in the most recent
periods have been inconsistent with historical patterns.

Also, data on oil industry capital outlays indicate a 60
percent reduction for the period 1981-1986 on such outlays. By
comparison, apparent U.S. consumption of valve parts has shown
a 50 percent increase since 1983. Thus, oil industry trends
alone cannot explain adequately changes in consumption levels
for this industry.

Such consumption changes, sometimes described as responding
to "recessionary pressures," are often merely the aggregation
of many marketplace forces. Moreover, as I concluded in my

views in Heavyweight Motorcycles:

Without a doubt the unusual length and severity of the
present recession has created unique problems for the
domestic motorcycle industry. Without a doubt the
rise in joblessness, particularly among blue-collar
workers, who constitute the prime market for
heavyweight motorcycles, has had a severe impact on
the domestic industry. Nonetheless, if the Commission
were to analyze the causation question in this way, it
would be impossible in many cases for a cyclical
industry experiencing serious injury to obtain relief
under section 201 during a recession. In my opinion
Congress could not have intended for the Commission to
interpret the law this way. 2/

2/ Heavyweight Motorcycles, and Engines and Power Train
Subassemblies Therefor, Inv. No. TA-201-47, USITC Pub.
1342 (1983), Views of Chairman Eckes, at 14-15.
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In this investigation, it is evident that imports have
taken advantage of the contraction in domestic demand, and have
captured and maintained a larger and increasing share of the

market than they held before the impact of other market

.forces.



INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

Following receipt of a petition filed on December 2, 1985, and amended on
December 12, 1985, and December 18, 1985, on behalf of the Cast Metals
Federation, the U.S. International Trade Commission instituted investigation
fNo. TA-201-58 under section 201(b){1) of the Trade Act of 1974 to determine
whether the following metal castings, whether or not advanced beyond cleaning,
and whether or not machined beyond the removal of fins, gates, sprues, and
risers or to permit location in finishing machinery, are being imported into
the United States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the U.S. industry producing articles
like or directly competitive with the imported articles:

Iron castings and ductile iron castings: : _

Construction castings, specifically, manhole covers, rings, and
frames, catch basin grates and frames, cleanout covers and
frames, and valve, service, and meter boxes, provided for in
items 657.09, 657.10, and 657.25 of the Tariff Schedules of
the United States (TSUS);

Pressure pipe fittings for water mains, provided for in TSUS
items 610.62, 610.63, 610.70, 610.71, 610.74, and 610.82;

Housings for compressors, provided for in TSUS item 661.10; and

Brake drums and rotors, provided for in TSUS items 692.32 and
692.33.

Steel castings:

Parts of valves, including the bodies (or "shells"), bonnets,
stems, wedges, handles, and seat rings, provided for in TSUS
items 680.17, 680.25, and 680.27; and

Parts for construction equipment, tractors, and trucks,
specifically:

Axle parts, including housings and spindles, for
off-highway heavy construction vehicles, provided for in
TSUS item 664.08;

Levers for front-end loaders and crawler tractors, provided
for in TSUS item 664.08;

Drive sprockets for track-laying construction machinery and
track-laving tractors, provided for in TSUS items
664.08, 692.34, and 692.35;

Beam hanger brackets for class 6, 7, and 8 on-highway
trucks, provided for in TSUS items 692.32 and 692.33; and

Sockets and suspension brackets for 5-ton military trucks,
provided for in TSUS item 692.32.

Bronze castings:

Ship propellers, provided for in TSUS items 657.35, 678.50, and
696.15.

The amendments to the petition principally expand the scope of the
petition to include imports from Canada of certain covered products that
enter duty free as original motor-vehicle equipment and, with respect to
all covered products, imports that have been machined.
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Notice of the Commission's institution of its investigation and the
scheduling 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 January 2, 1986 (51 F.R. 130). 1/ The public
hearing was held in Washington, DC, on March 18 and 19, 1986. 2/ The
Commission must report its determination(s) and recommendations in connection
with this investigation to the President by June 2, 1986.

Previous Commission Investigations

Some of the products subject to this investigation were included among
the products subject to the Commission's investigation No. 332-176,
Competitive Assessment of the U.S. Foundry Industry, USITC Publication 1582,
September 1984. Investigation No. 332-176, conducted under section 332(g) of
the Tariff Act of 1930, was instituted by the Commission on January 19, 1984,
in response to a request from the United States Trade Representative, at the
direction of the President. The investigation examined the competitive
position of the U.S. foundry industry in domestic and world markets and
included an overview of the U.S. foundry industry, together with a detailed
analysis of selected key products that were considered to be representative of
major segments of the industry in terms of manufacturing process, shipments,
import competition, marketing, and financial condition. Among the selected
key products in investigation No. 332-176 were iron construction castings,
cast—iron pipe and tube fittings of all types and sizes, cast-iron compressor
housings for compressors rated 10 horsepower and under, and certain cast-—steel
valves and parts thereof. Accordingly, several of the product categories in
this investigation under section 201 of the Trade Act of 1974 were partially
or wholly included among the specific key products studied in investigation
No. 332-176.

Only one of the product categories in this investigation, iron and
ductile iron construction castings, has been the subject of previous
Commission investigations other than investigation No. 332-176. A discussion
of the several investigations conducted on iron construction castings appears
in appendix C.

Discussion of Report Format

This report is organized into three major parts on the basis of product
groupings. Each of the parts presents information collected on the U.S.
industry or industries producing castings like or directly competitive with
imported castings subject to the investigation. Part I, entitled "Certain
Iron Castings,” covers the subject construction castings, pressure pipe
fittings, compressor housings, and brake drums and rotors. Part II, entitled
"Certain Steel Castings," covers the subject steel valve parts and,
separately, the subject steel parts for construction equipment, tractors, and
trucks. Part III, entitled "Bronze Ship Propellers,” covers only bronze ship
propellers. 1In addition, the introductory portion of the report contains an

1/ A copy of the Commission's notice is presented in app. A.
2/ A list of witnesses appearing at the hearing is presented in app. B.
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overview of the castings process and the U.S. foundry industry as well as
discussions on foreign industries, exchange rates, and other topics that are
not product specific.

The information in this report was obtained from responses to the
Commission's questionnaires and from secondary data sources. Questionnaires
were sent to 142 U.S. firms believed to produce the subject iron castings, 106
U.S. firms believed to produce the subject steel castings, and 22 U.§. firms
believed to produce bronze ship propellers. Questionnaires were also sent to
over 500 firms believed to import one or more of the subject castings and to
25 major purchasers of selected castings. The data obtained from the
Commission's questionnaires are for the last 5 full years, 1981-85.

Overview on Castings and on the U.S. Foundry Industry

Castings

Casting is a manufacturing process by which liquid metal is poured or
injected into a mold cavity, allowed to cool and solidify, and then released
from the mold for finishing and use. It is a widely used method of
manutacturing metal products because it affords the producer significantly
larger options in terms of product size, constituent materials, surface
‘“texture, complexity of design, and shape than other metal-forming methods such
as metal forging and stamping.

Sand casting 1/ is the simplest and the most widely used casting process,
accounting for more than 90 percent of all metal poured. The sand-casting
method can be employed in producing all types of ferrous and nonferrous
castings and is generally the least expensive method of producing foundry
products. This process also affords a great variety in size and complexity of
castings poured but it is dimensionally less accurate and slower than other
casting methods.

Briefly, sand casting involves making a mold by forming an.indention in a
flask of sand with a pattern bearing the external shape of the final casting,
filling the mold with molten metal, and allowing the metal to cool and
solidify. 2/ Each mold consists of two flasks of sand-—the ‘cope" with the
pattern of the casting's top half and the "drag" with the pattern of the
bottom half. After the sand has been packed in firmly, the patterns are
removed and the cope and drag are joined in such a way that an internal cavity
having the shape of the entire casting is created. Some castings have inner
surfaces that are formed with sand "cores™ inserted into the cavity before the
cope and drag are closed. Molten metal is poured into the mold cavity via a
hole (“"sprue") cut through the sand. After the metal solidifies and cools,

1/ The sand used in this production process consists of selected sand that
has been processed and sized; the sand is generally mixed with water-based or
organic binders for use in the casting process.

2/ Molding equipment differs from foundry to foundry, but jolt-squeeze
molding machines are among the most commonly used casting machines. These
pneumatic machines press the sand into tlasks. Special facing sands are used
against the pattern while backing sand is used to fill the flask.
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the casting is removed from the sand using a shaker machine, 1/ and the sand
from the molds and cores is reprocessed for further use. The casting is then
particle blasted or ground to remove rough edges and overpourings.

Green sand molding is the most frequent sand-casting method used in
foundries for the production of subject products. The properties of green
sand (sand mixed with a water—base binder such as bentonite) are adjustable
within wide limits, allowing it to be used with all types of molding
equipment, including high-pressure molding machinery. Large, heavy castings
such as iron construction castings are typically made by the green—sand
method. A variation of sand casting used for some of the lighter castings is
the shell-mold process that is similar to the green—sand method, except that
the cores are made of resin-treated sand and baked. There are several other
sand—casting methods including hard-sand casting and oil-sand casting.

Nonsand casting methods include plaster-mold casting, investment casting,
permanent-mold casting, and die casting. Each of these methods has its
particular advantages and disadvantages with regard to dimensional accuracy,
surface quality, complex configurations, size and weight limitations, tooling
costs, and other criteria.

Modern casting methods have become increasingly complex. However,
despite several advances in foundry technology, most casting techniqgues
still produce metal products at a slower rate than rolling, stamping, and
other metal-working production processes. But no other process allows a
greater variety of shapes, intricacy of design, or closer dimensional
tolerance. 2/

Castings are widely used in virtually all types of transportation
equipment and machinery, as well as in building construction and water and
sewer systems. Demand for castings is directly influenced by the degree of
activity in the end-use sectors. 3/

The U.S. foundry industry

The U.S. foundry industry is composed of those firms that manufacture
metal products by means of the casting process. 4/ It is estimated that
there are over 3,000 foundries in the United States that collectively produce
a large and diverse array of products (perhaps as many as 100,000 distinct

1/ The shakeout machine can be a vibrating deck or grate, shaker pan
conveyor, or any other type of vibratory machine. Often the shakeout
operation is combined with a means of conveying the casting to the next
location. ,

2/ There have been a number of labor—saving technological improvements in
sand casting, including semiautomatic machines with high-pressure hydraulic
squeezes, which are standard in most modern plants, automatic impact-type
molding machines, and computer—controlled fully automatic molding machines.

3/ 1986 Industrial Outlook, Prospects for Over 350 Industries, U.S.
Department of Commerce, January 1986.

4/ The industry does not include those firms that cast metal into
semifinished torms for subsequent rolling or drawing into tinished products,
such as plates, sheets, or wire.
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products), ranging in size from very small artificial heart valves to presses
and mill frames weighing more than 200 tons. Castings are sometimes used as
produced, but more often are machined or heat treated and used as components
of assembled products. They are used in many manufactured goods and in
virtually all machinery used in manufacturing.

There are two basic types of foundries: production foundries, which
concentrate production within a limited product and size range and manufacture
castings at relatively high volumes, and contract or jobbing foundries, which
produce small amounts of a large variety of castings. Jobbing foundries
predominate in terms of numbers, as 80 percent of U.S. foundries employ fewer
than 100 workers. Both types of foundries are located throughout the United
States, with a concentration of facilities in the Great Lakes area. Major
producing States for ferrous foundry products are Michigan, Chioc, and
Pennsylvania, which together accounted for 38 percent of ferrous castings
shipments in 1983. 1In recent years, the foundry industry has undergone
unprecedented contraction, with more than 500 foundries closing since 1980, of
which more than 250 manufactured ferrous castings. 1/ Selected data on iron
and steel foundries and foundry products are presented in table 1.

Foundries may also be classified by the type of metal cast, i.e., iron,
steel, bronze, and other nonferrous metals. Rarely do foundries produce both
iron and steel castings or a combination of either iron or steel castings and
nonferrous castings. In this investigation, only two foundries reported
producing castings of more than one type of metal. However, within a
particular foundry, any number of products may be produced.

In general, producers of the four iron foundry products subject to this
investigation tend to be production foundries, and the subject products
account for a large percentage of their output. However, combinations of
construction castings, pipe fittings for water mains, compressor housings, and
brake drums and rotors are unusual; only six foundries reported producing
castings of more than one of the four iron products.

On the other hand, manufacturers of the steel castings subject to the
investigation tend to produce a wide variety of steel products. There is a
distinction between foundries producing cast-steel parts of valves and those
foundries producing one or more of the cast—steel parts for construction
equipment, tractors, and trucks; oniy two foundries produce both cast-steel
parts of valves and cast-steel parts for construction equipment, tractors, and
trucks. However, two of the seven major producers of cast-steel parts for
construction equipment, tractors, and trucks manufacture four of the five

subject products included in that. category, and two others each produce two of
the products.

Manufacturers of bronze ship propellers are highly specialized—most do
not produce other bronze castings, although some do manufacture other marine
products.

-1/ 1986 Industrial Qutloock, Prospects for Over 350 Industries, U.S.
Depariment of Commerce, January 1986,




Table 1.—U.S. iron and steel foundries: Selected industry 1/
and product 2/ data, 1981-85

Ttem : 1981 198z 1983 : 1984 : 1985

Industry data: 1/
Value of shipments

million dollars—: 12,947 : 9,641 9,280 : 3/ 11,025 : 3/ 10,897
Total employment : : : : :

1,000 employees—: 207 157 138 : 3/ 147 : 3/ 141
Production workers : : : :

1,000 employees-—: 168 124 108 3/ 120 : 3/ 115

Average hourly earn—
ings of production : : : :
workers : $9.40 : $10.13 : $10.67 $11.10 : $11.55
Product data: 2/ : : : : :
Value of shipments

million dollars—: 13,034 : 9,632 : 9,192 : 3/ 10,921 : 3/ 10,795
Shipments price : : : : : :
index (1982=100)———: 95.0 : 166.0 : 102.3 : 104.3 107.4

1/ Includes data on all operations of companies whose principal line of
business is iron and steel castings.

2/ Includes data on shipments of foundry products from all companies,
whether or not their principal line of business is iron and steel castings.

3/ Estimated.

Source: 1986 Industrial Qutlook, Prospects for Over 350 Industries, U.S.
Department of Commerce, January 1986.

In this investigation, the petitioners have taken the approach of
selecting 11 specific foundry products that they felt were particularly
affected by competition from imports and alleging that there are 11 domestic
industries producing like or directly competitive products. Those parties in
opposition to the petition that have commented on the definition of the
domestic industry have agreed that there are at least 11 domestic industries
producing articles like or directly competitive with the 11 imported
products. 1/ However, the petitioners have argued that the Commission should
examine U.S. industry data for the specific products subject to the
investigation, 2/ whereas parties in opposition have argued that because of
the difficulty of making the allocations regquired to provide certain
product—specific data, it is necessary and appropriate toc examine the total
foundry operations of producers of the subject products. 3/

1/ See for example prehearing brief of Korea Foundry & Forging Cooperative
Association, p. 6; prehearing brief of Brazilian Foundry Association, pp.
29--3G; prehearing brief of Hitachi Metals america, pp. 6-7; and prehearing
brief of J.I. Case Co., pp. 1-7.

2/ Posthearing brief of petitioners, pp. 32-34.

3/ See for example posthearing brief of H. Bowen Co., Inc., pp. 3-6:
posthearing brief of Canadian Foundry Association, pp. 17-18; and prehearing
briet of Hitachi Metals America, pp. 7-10.



fis previously stated, most manufacturers of the subject products also
produce other castings of the same type of metal in the same facilities,
utilizing the same labor and capital resources in the production of covered
and noncovered products. Consequently, certain data, particularly those on
capacity, employment, and profitability, are generally maintained only for
total plant operations, and allocations must be made in order to report data
on a product line basis. To the extent possible, data in this report are
presented for covered products as well as for other castings of the same metal
that are produced by the same firms producing the covered products.

The petitioners contend that the domestic industries consist of foundries
that produce the castings or, in some cases, machine (or otherwise advance)
the castings. They further contend that the domestic industries do not
include machine shops or other entities that advance but do not produce the
castings. Some respondents have disagreed, arguing that some of the imported
products, notably brake drums and rotors, are often more advanced than the
U.S. product as sold by the foundries and, therefore, the domestic industries
should include machine shops as well as foundries. The staff has collected
data on U.S. production and imports of both rough and machined castings for
each product. For the most part, both the domestic and imported products were
comparable in terms of the degree of machining; differences are explained and
analyzed in the sections of the report that pertain to the products in
guestion.

Imports From Designated Caribbean Basin Countries

In addition to its determination under section 201 of the Trade Act of
1974, the Commission is required by the Caribbean Basin Economic Recovery Act
(CBERA) to make findings on whether and to what extent its findings and
recommendations apply to imports of the subject products from certain
countries in the Caribbean Basin area. The CBERA created a program of
nonreciprocal tariff preferences granted by the United States to developing
countries in the Caribbean Basin area to aid their economic development by
encouraging greater diversification and expansion of their production and
exports. The CBERA, as enacted in title II of Public Law 98-67 and
implemented by Presidential Proclamations Nos. 5133 of November 30, 1983, and
5142 of December 29, 1983, provides duty-free entry to eligible articles
imported directly from designated countries in the Caribbean Basin area. 1/
The CBERA applies to merchandise entered, or withdrawn from warehouse for
consumption, on or after January 1, 1984, and is scheduled to remain in effect
until September 30, 1995.

1/ The designated CBERA beneficiary countries are as follows: Antigua and
Barbuda, Aruba, Barbados, Belize, Costa Rica, Dominica, Dominican Republic, El
Salvador, Grenada, Guatemala, Haiti, Honduras, Jamaica, Montserrat, Netherlands
Antilles, Panama, Saint Christopher—Nevis, Saint Lucia, Saint Vincent and the
Grenadines, Trinidad and Tobago, and the British Virgin Islands.
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Section 213(9)(2) of title II of Public Law 98-67 provides the following:

In any report by the International Trade Commission to the
President under section 201(d)(1) of the Trade Act of 1974 regarding
any article for which duty~free treatment has been proclaimed by the
President pursuant to this title, the Commission shall state whether
and to what extent its findings and recommendations apply to such
article when imported from beneficiary countries.

No imports of the subject products from designated Caribbean Basin
countries have been reported.

Imports From Israel

The Commission is also required by the United States-Israel Free Trade
Area Implementation Act of 1985 to make findings on whether and to what extent
its findings and recommendations apply to imports of the subject products from
Israel. On April 22, 1985, representatives of the United States and Israel
signed an "Agreement on the Establishment of a Free Trade Area between the
Government of the United States and the Government of Israel." This
agreement, authorized in title IV of Public Law 98-573, provides for the
reduction or elimination of duties applicable to certain articles imported
from Israel. The agreement applies to merchandise entered, or withdrawn from
warehouse for consumption, on or after September 1, 1985, and is scheduled to
remain in effect indefinitely.

Section 403(b) of title IV of Public Law 98-573 provides the following:

In any report by the United States International Trade
Commission to the President under section 201(d)(1) of the Trade Act
of 1974 regarding any article for which a reduction or elimination
of any duty is provided under a trade agreement entered into with
Israel under section 102(b)(1) of the Trade Act of 1974, the
Commission shall state whether and to what extent its findings and
recommendations apply to such article when imported from Israel.

The only product subject to this investigation that reportedly may be
imported from Israel is cast-steel parts of valves. Counsel for the
Government of Israel Trade Center submitted a letter on March 28, 1986, urging
the Commission to find that any injury to the domestic valve castings industry
" has not resulted from the reduction or elimination of duties applicable to
imports from Israel and that such imports are not a substantial cause of
_injury or threat of injury to the domestic industry producing a like or
directly competitive product. The Trade Center pointed out in its letter that
imports of these products from Israel were already receiving duty—free
treatment under the Generalized System of Preferences and that the U.S.-Israel
agreement did not go into effect until September 1985.



The Foreign Industries

The Commission obtained limited data on foreign producers' capacity,
production, home-market shipments, and exports of the subject products from
telegrams and from counsel for various foreign producers. For the most part,
such data were reported in less detail than requested and for broader product
categories than thecse covered by the investigation. An analysis of such data,
reported by country, follows.

Brazil

Data on the Brazilian foundry industry were reported for all iron
castings, all steel castings, and all nonferrous castings (table 2). Capacity
to produce iron and steel castings declined from 1981 to 1983 and then
increased from 1983 to 1985. Capacity to produce nonferrous castings was
constant during 1981-85. Production of the three categories of castings fell
from 1981 to 1983 and then rose from 1983 to 1985. Capacity utilization with
respect to iron castings dropped from ¥ ¥ ¥ percent in 1981 to ¥ ¥ ¥ percent
in 1983 and then increased to ¥ # ¥ percent in 1985. Capacity utilization
with respect to steel castings similarly decreased from ¥ ¥ ¥ percent in 1981
to ¥ ¥ # percent in 1983 and then rose to ¥ ¥ ¥ percent in 1985. Utilization
of capacity to produce nonferrous castings was constant at about ¥ ¥ ¥ percent
during 1981-83 and then increased to ® # ¥ percent in 1985,

Shipments to the Brazilian market followed the same trend as production
and accounted for ¥ ¥ ¥ percent or more of total shipments of each of the
three categories of castings. Brazil's exports of iron castings increased by
# ¥ # percent during 1981-85, whereas exports of steel castings were
relatively constant. Exports of nonferrous castings increased by ¥ ¥ ¥
percent from 1981 to 1982 and then stabilized. Brazil's exports of all metal
castings to the United States ¥ ¥ ¥ from 1981 to 1985, accounting for ¥ ¥ ¥
percent of total exports in 1985. Exports to other countries declined by
¥ ¥ ¥ percent from 1981 to 1983 and then rose by ¥ ¥ ¥ percent from 1983 to
1985. .

Canada

Data on the Canadian foundry industry were reported for all iron and all
steel castings (table 3). The value of production of iron castings grew
steadily from 1981 to 1984 and then dropped in 1985. Production of steel
castings declined in value from 1981 to 1983, increased in 1984, and fell
again in 1985. Capacity utilization with respect to iron castings dropped
from 62 percent in 1981 to 52 percent in 1982, rose to 68 percent in 1984, and
then decreased to 62 percent in 1985. Utilization of capacity to produce
steel castings decreased from 60 percent in 1981 to 50 percent in 1982 and
1983, climbed to 58 percent in 1984, and then fell to 52 percent in 1985,
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Table 2.-~Iron, steel, and nonferrous castings: Brazilian capacity,
production, capacity utilization, home-market shipments, and exports,
1981-85 1/

Item : 1981 ;1982 : 1983 : 1984 ;1985
Capacity: 2/ : : : : :
Iron castings-—1,000 tons—: Ll KEE Ll - *Hx HEHE
Steel castings do : L 32 REHE . RAH - e
Nonferrous castings—do—-: KRR HeRH e : HHAH HHH
Production: : : : :
Iron castings do L Ik 32 RHHE . B
Steel castings do L2 HRHE . RAHK . HRHE AR
Nonferrous castings-—do—: xR falard FHH HHE HHE
Capacity utilization: : » : :
Iron castings———percent—: Eala s L L Ea s RRE e
Steel castings do RR¥ #EE L HHE LB
Nonferrous castings-—do—--: L HER e L HH
Shipments: :
Home-market:
Iron castings : : : :
1,000 tons—: R S B S PR
Steel castings-—~—do-——: HER HRA RRE HHHE . HH
Nonferrous castings : : : :
do——: AEHE . ERE L33 I RR¥E R
Exports: 3/ : :
Iron castings——do RRE KRR KW KEK 4/ KEK
Steel castings———go=——- ®RR xR I Fox 4/ wEE
Nonferrous castings :
do— L FoiH ] e 4/ ¥wn
Total shipments: :
Iron castings do HRR L L HEE FHR
Steel castings———do--—: wEE L3 wHE wHHE - AR
Monferrous castings : : :
do-——— - MM H¥H ®EHE . £33 J FRFE
Exports of all metal
castings to-—
United States : : : :
1,000 dollars—: wRHE . LI wRE *RE . 5/ ®EE
Other countries— —do—: e . BER RRR HEE . 5/ Wnn
3., HER . ®RE . 3.3, § J FRR

All countries—————dQmm-m:

1/ Except as noted, data were reported on the basis of metric tons and
converted to short tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).
2/ Reported on the basis of “effective” capacity rather than *theoretical®
capacity.

3/ Exports of iron, steel, and nonferrous castings by country are not
available.

4/ Projected on the basis of January-September data.

5/ Projected on the basis of January-November data.

Source: Report from U.S. Embassy, Sao Paulo, 1986.
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Table 3.—Iron and steel castings: Canadian production,
' capacity utilization, and exports, 1981-85

Item ;1981 . 1982 ;1983 ;1984 ¢ 1985
Production:
Iron castings : : : : :
million dollars—: 530 : 547 : 655 : 750 : 660
Steel castings : : : : :
million dollars—: 263 : 198 : 180 : 210 : 172

Capacity utilization:

Iron castings percent—: 62 : 52 : 58 68 : 62
Steel castings do : 60 50 50 : 58 : 52
Exports: : : : : :
Iron castings to: : : : i :
The United States—tons—: 85,248 : 62,055 : 73,037 : 87,151 : 80,434
Other countries——do—-: 573 2,064 1,490 - 310 : g1
Total do : 85,821 : 64,119 : 74,527 : 87,461 : 80,525
Steel castings to: : : : : :
The United States—tons—: 4,159 4,264 3,919 7,209 3,758
Other countries do—- 141 : 380 : 78 50 : 56

Total do : 4,300 : 4,644 3,997 7.259 . 32,814

Source: Report from U.S. Embassy, Ottawa, 1986.

Canada's exports of iron castings to the United States fluctuated during
198185, from a low of 62,000 tons in 1982 to a high of 87,000 tons in 1984,
and accounted for more than 96 percent of total iron castings exports in each
of the 5 years. Exports of steel castings to the United States, which
accounted for more than 91 percent of total exports of steel castings in each
year, were approximately 4,000 tons annually during 1981-85 except during 1984
when 7,200 tons were exported to the United States.

Federal Republic of Germanv

Data on the West German foundry industry were reported for all iron and
stee!l castings combined for 1981-84 only (table 4). Production declined
irregularly during 1981-84, dropping by 8 percent overall. Home—market
shipments, which accounted for 82 to 84 percent of total shipments, followed a
similar trend, decreasing by 12 percent overall. Exports increased by 8
percent during the same period. Capacity data were not provided; however, the
number of foundries in West Germany declined steadily from 560 in 1981 to 476
in 1985,
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Table 4.—TIron and steel castings: 1/ Federal Republic of Germany production,
home—market shipments, exports, inventories, number of producers, and
employment, 1981-84 2/

Item : 1981 ;1882 ;1983 : 15984
Production 1,000 tons—: 4,061 3,85% : 3,651 : 3.734%
Home—market shipments do : 3,354 . 3,168 : 2,954 : Z,968
Exports do : £18 6§28 . . 817 670
Total shipments do : 3,982 3,796 : 3,571 : 3,638
Inventories -do : 1,021 ; 804 845 . 862
Number of producing firms 3/—mmm——: 560 : 537 ¢ 501 : 476

Employment 3/ : 47 : [.74 : 79,879 : 75,867

1/ Includes other castings in addition to those subject to this
investigation.

2/ Tonnage data were reported on the basis of metric tons and converted to
short tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).

3/ Data are for all foundries, not just those producing products subject to
this investigation.

4/ Mot available.

Source: Report from U.S. Embassy, Bonn, 1986.

France

Data on the French foundry industry were reported for all iron castings,
all stee! castings, and all bronze castings for 1981-84 only (table 5).
Production of iron and steel castings declined by 3% percent and 33 percent,
respectively, during 1981-84, and production of bronze castings fell by 20
percent during 1882-84. Home-market shipments, which accounted for an average
of 86 percent of French production of iron and bronze castings and 65 percent
of production of steel castings, followed a similar trend. Total exports of
iron castings increased by 52 percent during 1981-84, whereas exports of steel
castings decreased by 19 percent during the same period. Exports of bronze
castings rose slightly from 1982 to 1983 and then fell by 13 percent in 1984,
Capacity data were not provided; however, the number of foundries in France
declined steadily from 777 in 1981 to 682 in 1984, and employment dropped by
Zi percent.
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Table 5.—Iron, steel, and bronze castings: 1/ French production, home-
market shipments, exports, number of producers, and emplovyment, 1981-84

Item . 1981

1882 1983 1984
Production: 2/ P ’ :
Iron castings tons—: 64,639 : 57,203 49,010 : 39,131
Steel castings do 1 222,177 . 198,821 . 156,985 : 149,745
Bronze castings do : 3/ 5,914 : 4,937 : 4,751
Home-market shipments: 2/ : : : :
Iron castings do ;. 56,646 : 50,417 . 42,963 : 30,947
Steel castings do : 139,805 : 129,118 : 106,919 : 98,515
Bronze castings do : 3/ 5,174 4,274 : 4,045
Exports: 2/ ' : : : :
Iron castings do : 5,512 5,801 . 6,198 8,401
Steel castings do : 54,515 : 50,188 : 42,518 : 44,321
Bronze castings do : 3/ 388 : 396 344
Number of producing firms 4/—————-: 777 : 760 728 682
61,764 . 56,833 50,900

Number of production workers §/—————: 64,105 :

1/ Includes other castings in addition to those subject to this

investigation.

2/ Data were reported on the basis of metric tons and converted to short

tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).

3/ Not available.

4/ Data are for all foundries, not just those producing products subject to

this investigation.

Source: Report from U.S. Embassy, Paris, 1986.

Japan

Limited data on Japanese production and exports were provided for product

categories that are broader than those covered by the investigation but
narrower than all iron, steel, and bronze castings (table 6). Production of
iron castings for automobiles increased irregularly from 2.1 million tons in
1981 to 2.4 million tons in 1985. Production of steel valve castings
generally decreased during the period, ranging from a high to 84,000 tons in
1982 to a low of 50,000 tons in 1983. Steel castings production for civil
engineering, construction, and mining equipment fell steadily from 162,000
tons in 1981 to 117,000 tons in 1985, Finally, production of copper alloy
castings for shipbuilding and harbor equipment fluctuated within a fairly
narrow range of 15,000 to 18,000 tons during 1981-85.



a—14

Table 6.—Certain metal castings: 1/ Japanese production and exports, 1981-85

Item ;1981 ;1982 ;1983 . 1984 ¢ 1985
Production:
Iron castings for auto- : : : : :
mobiles—————1,000 tons—: 2,145 . 2,017 2,085 2,268 2,409
Steel valve castings : : : : :
1,000 tons—: 76 : 84 : 50 : 54 . 63

Steel castings for civil
engineering, construc—
tion, and mining : : : : :
equipment——1,000 tons—: 162 160 : 137 ¢ 117 117
Copper alloy castings for : : : :
shipbuilding and harbor : : : :
equipment 1,000 tons—: 18 : 16 : 15 : 18 : 17
Exports of marine : : : : :
propellers 2/ to— : : : : :
The United States——tons—: 149 . 84 : 74 : 241 495

Other countries————do——: 3,673 : 3,581 : 2,921 4,150 3,624

Total do : 3,822 : 3,665 : 2,995 4,391 4,119

1/ Includes other castings in addition to those subject to this
investigation.
2/ Includes propellers of other metals besides bronze.

Source: Report from U.S. Embassy, Tokyo, 1986.

Japanese exports of all marine propellers (including bronze) to the
United States declined by 50 percent from 1981 to 1983 and then increased more
than fivefold from 1983 to 1985. Such exports to the United States accounted
tfor less than 6 percent of total marine propeller exports during 1981-84 and

12 percent in 1985. No other relevant export data were available.

People's Republic of China

Table 7 provides data on exports of iron construction castings and
cast-steel truck and machinery components from the People's Republic of China
(China). Exports of iron construction castings to the Urnited States increased
from 670 tons, or 1 percent of total exports in 1981 to 15,500 tons, or 18
percent of total exports, in 1985. Exports of this product to other countries
declined from 1981 to 1982, increased from 1982 to 1984, and fell again in
1985. Cast—steel truck and machinery components were exported in much smaller
quantities. Exports to the United States rose from 28 tons in 1981 to 565
tons in 1982 and then decreased steadily to 10 tons in 1985. Exports to other
countries increased steadily from 55 tons in 1981 to 551 tons in 1985.
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Table 7.—Iron construction castings and cast-steel truck and machinery
components: Exports 1/ from the People's Republic of China, 1981-85

Item ;1981 . 1982 ;1983 : 1984 1985

Exports of iron construction :
castings to— Co : : : : :
The United States——-tons—: 670 : 3,384 : 6,340 : 13,6%4 : 15,500

Other countries———do-—-——: 74,446 : 64,128 : 74,489 . 87,130 : 68,324

- Total do : 75,116 : 67,512 : 80,829 : 100,824 : 83,824
Exports of cast-steel truck : : : :

and machinery components :

to— ) :

tong—: 28 : 565 : 106 . 42 i0

The United States
Other countries—————dgo——0: 55 77 : 331 360 551

Total do : 83 : 642 : 437 402 561

1/ Data were reported on the basis of metric tons and converted to short
tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).

Source: Report from U.S. Embassy, Beijing, 1986.

Republic of Korea

Korean industry data were provided for two specific products subject to
this investigation—cast-iron pressure pipe fittings for water mains and
cast-steel valve parts (table 8). Capacity to produce pressure pipe fittings
for water mains increased by ¥ ¥* ¥ percent from 1981 to 1985. Production of
such pipe fittings rose nearly ¥ ¥ ¥ during the same period, and capacity
utilization increased from ¥ ¥ ¥ percent in 1981 to ¥ ¥ ¥ percent in 1984
before dropping slightly to ¥ ¥ ¥ percent in 1985. Home-market shipments
increased nearly ¥ ¥ ¥ from 1981 to 1983 and then leveled off. Such shipments
accounted for a steadily decreasing share of total shipments, falling from
¥* % % percent in 1981 to ¥ ¥ ¥ percent in 1985. Exports of such pipe fittings
to the United States were more than ¥ ¥ ¥ times as great in 1985 as those in
1981. The United States has been Korea's largest export market for this
product. Other export markets, which accounted for ¥ ¥ ¥ percent of total
exports in 1983 and * ¥ % percent in 1984, all but disappeared in 1985 when
exports to the United States accounted for ¥ ¥* ¥ percent of the total.

Capacity to produce cast-steel valves and parts of valves increased by
¥ ¥ % percent from 1981 to 1985. Production declined slightly from 1981 to
1982 and then ¥ ¥ ¥ during 1982-85, and capacity utilization increased from
¥ % % percent in 1981 to % ¥ ¥ percent in 1985. Home-market shipments of
valve parts followed a trend similar to that of precduction. Such shipments
accounted for a steadily decreasing share of total shipments, falling from
#* % # percent in 1981 to ¥ ¥ ¥ percent in 1985. Exports of valve parts to the
United States were relatively constant from 1981 to 1983, then increased by
#® % # percent in 1984, and ¥ ¥ ¥ in 1985. The United States has been Korea's
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Table 8.—Pressure pipe fittings for water mains and valve parts: Korean
capacity, production, capacity utilization, home-market shipments, and
exports, 1981--85 1/

Item ;1981 ;1982 ¢ 1983 1 1984 ¢ 1985

Pressure pipe fittings for water mains 2/

Capacity tons—: *AHE A AN W HHE
Production do Lz Yo FHH ks ]
Capacity utilization : :
percent—: L N ik HERE ]
Shipments: : :
Home—market————s—tons—: Eaa FEHE KR s 3 33
Exports to—— : :
The United States-—do———: L ¥n 2/ R 2/ ¥H% 27 EER
Other countries-—do-—o: fakaka adadal EHHK HoH W
Total exports——gtlgm—m R HH e Frrvry FH
Total shipments—-—do—-—-: FRE HHR i HER Frr
Valve parts 3/
Capacity 4/———————tons—: ERE . L HHH HHH M
Production &/ do k- Ly 32 S ey e
Capacity utilization &/ : : :
percent—: #HR Lz ®RR i iR
Shipments: : : _ : :
Home-market—-—————tons—: *HR L b N HEE
Exports to— : : : :
The United States—do—-: ®RR e HHE HEHR R
Other countries--———dowm: | RRE #HE HHE . EaE R
Total exports— g K . FHERE i Hax I
Total shipments——do—-: wHRE wER s FRE HRR

1/ Data were reported on the basis of metric tons and converted to short
tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).

2/ In a telephone conversation on May 7, 1986, counsel for the Korea Foundry
& Forging Cooperative Association provided data on exports to the United
States during 1983-85 of products that more closely conform to the description
of the subject cast-iron pipe fittings. Such exports reportedly increased
from * % % tons in 1983 to * * ¥ tons in 1984 and * * ¥ tons in 1985,

3/ Data may include other types of fittings not covered by the investigation.

4/ Data are for valves and valve parts.

Source: Compiled from data submitted by counsel for the Korea Foundry &
Forging Cooperative Association.

largest export market for this product, accounting for * % % to * % % percent
of total exports.
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Spain

Table 9 provides data on Spain's exports of iron construction castings,
pressure pipe fittings for water mains, and bronze ship propellers for 1981-84
only. Spain did not export construction castings or water main pipe fittings
to the United States until 1984 when 35 tons of the former product and 21 tons
of the latter product were exported. These quantities are insignificant
relative to total exports to other markets. Bronze ship propellers were not
exported to the United States during 1981-84.

Table 9.—Iron construction castings, pressure pipe fittings for water
mains, and bronze ship propellers: Exports 1/ from Spain, 1981-84

Item ;1981 ¢ 1982 @ 1983 ¢ 1984

Exports of iron construction
castings to— . : : :
The United States tons—: 0 : 0 : 0 : 35

Other countries do : 1,195 ¢ 4,605 : 1,606 : 2,436

Total do : 1,195 : 4,605 : 1,606 : 2,471
Exports of pressure pipe tittings : : :
for water mains to— : 5 : :

The United States tons—: 0 : 0 0 21

Other countries do : 893 : 1,150 : 1,294 : 1,798
Total do : 893 : 1,150 : 1,294 . 1,819
Exports of bronze ship propellers to— : , : : :
The United States—1,000 US dollars—: 0 : 0 : 0 : ]
Other countries do : 217 305 : 148 337

Total do : 217 305 : 148 : 337

1/ Except as noted, data were reported on the basis of metric tons and
converted to short tons (1 metric ton = 2,204.62 pounds or 1.10231 short tons).

Source: Report from U.S. Embassy, Madrid, 1986.

United Kingdom

Data on the steel foundry industry in the United Kingdom are presented in
table 10. Capacity to produce steel castings in the United Kingdom decreased
by 39 percent from 1981 to 1985, and production fell by 25 percent. Capacity
utilization increased from 58 percent in 1981 to 71 percent in 1982 and then
remained at about that level during 1983-85. Home-market shipments declined
by 23 percent during 1981-85 but remained at about 80 percent of total
shipments. Exports of steel castings to the United States dropped from 1981
to 1983 and then returned to slightly above the 1981 level in 1985, never
exceeding 15 percent of total exports.
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Table 10.--Steel castings: United Kingdom capacity, production, capacity

utilization, home—market shipments, and exports, 1981-85
Item ;1981 1982 1983 1984 1985
‘Capac ity —1,000 tons—: 267 217 168 168 162
Production do : 155 i54 116 117 116
Capacity utilization : : : :
percent—-: 58.1 71.0 69.0 : 69.6 71.6
Shipments: : : : : :
Home—marke t— e tons—:. 124,000 : 121,000 : 94,000 : 98,000 : 95,000
Exports to-— : : : : :
The United States-—do—: 3,005 : 2,534 : 2,070 : 2,367 3,136
Other countries———do-——: 27,811 : 30,325 : 19,628 : 16,794 : 18,084
Total exports—-—do—-:_ 30,816 : 32,859 : 21,698 : 19,161 21,220
Total shipments——do—-—: 154,816 : 153,859 : 115,698 : 117,161 : 116,220
Exports of cast-stecl valve
parts to-— : o :
The United States——tons——: 1,833 : 1,534 i32 274 372
Other countries——-——do-——: 163 270 : 74 100 : 128
Total do : 1,986 1,804 206 374 500
Exports of cast-steel parts
for construction :
equipment, tractors, and :
trucks to— : : : : :
The United States——tons—: 58 74 73 314 618
Other countries————gdo—-: 871 . i,418 : 2,051 : 913 : 1,086
Total do : 929 : 1,492 2,124 1,227 : 1,704

Source: Report from U.S. Embassy, London, 1986.

U.K. exports of cast-steel valve parts to the United States declined
sharply from 1,833 tons in 1981 to 132 tons in 1983 and then increased to 372
tons in 1985. Exports to the United States accounted for 64 to 92 percent of
exports to the United

total exports of this product during 1

$81-85. U.K.
States of cast-steel parts for construction equipment, tractors,

and trucks

increased from 58 tons, or & percent of total exports, in 1981 to 618 tons, or

36 percent of total exports, in 1985,
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Exchange Rates

One of the factors considered in examining the competitive position of
U.S. producers vis—a-vis foreign producers of the subject foundry products is
the change in the exchange rates between the U.S. dollar and the currencies of
the foreign supplying countries. Quarterly indexes of exchange rates and
producer prices of the top 12 supplying foreign countries of the subject
foundry products were compiled from data reported by the International
Monetary Fund. 1/ During January 1981-December 1985 the nominal value of
currencies of the 12 major supplying countries generally depreciated relative
to the U.S. dollar, ranging from approximately 1 to 99 percent (table 11). 2/
Except for Japan and Taiwan, the high inflation rates in the other 10
countries relative to inflation in the United States over the 20-quarter
period resulted in less of a real devaluation of their currencies compared
with the nominal devaluations. In real terms, currency devaluations of the
latter 10 countries ranged from approximately 2 to 32 percent relative to the
U.S. dollar. 3/ The rates of inflation in Japan and Taiwan, however, were
less than that in the United States over the same period, so that the ven and
the New Taiwan dollar depreciated in real terms against the U.S. dollar by
somewhat more than their nominal devaluations. In nominal terms, the Japanese
yven depreciated by 0.7 percent against the U.S. dollar during January
1981-December 1985, but in real terms it depreciated by 10.3 percent. During
this same period, the New Taiwan dollar depreciated against the U.S. dollar by
10.3 percent in nominal terms and 19.6 percent in real terms.

1/ The 12 foreign countries are Brazil, Canada, India, Italy, Japan, Korea,
Mexico, Netherlands, Spain, Taiwan, United Kingdom, and West Germany.

2/ During the end of this period most of these foreign currencies
appreciated somewhat against the U.S. dollar. This appreciation of the
foreign currencies against the dollar may continue as the United States and
some of its major trading partners agreed in September 1985 to intervene in
the foreign exchange markets to reduce the value of the U.S. dollar. Such
foreign currency appreciations could reduce the relative competitiveness of
the subject foreign foundry products sold in the U.S. market.

3/ The real depreciation of the foreign currencies against the U.S. dollar
from the reference period January-March 1981 indicates the maximum amount that
a foreign foundry or its agent can reduce its dollar prices of the foreign
foundry products in the U.S. market without increasing its profits assuming it
has no dollar—denominated costs. A foreign producer, however, may choose to
increase its profits by not reducing its dollar prices or by reducing its
dollar prices by less than the depreciation would allow.



Table 11.-——Exchange rates: 1/ Indexes of the nominal and real exchange rates between the U.$. dollar and currencies of 12 selected

countries, and indexes of producer prices in the United States and the selected foreign countries, 2/ by quarters, January 1981-

December 1985

u.s Brazil Canada India Italy
Period Pro- : Pro- : Nominal-: Real- Pro— : Nominal-: Real— Pro— : Nominal-— : Real- Pro— : Nominal- : Real-—
erio . ducer : ducer : exchange-: exchange-: ducer :exchange-: exchange—: ducer :exchange— : exchange-: ducer :exchange- :exchange—
: Price : price : rate ¢ rate : price @ rate rate : price :  rate rate . price : rate rate
; Index : index : index : index 3/ : index : index index 3/ : index : index : index 3/ : index : index index 3/
:-US _dollars/cruzeiro—-: c—US dol./CAN dol.-—: i ——U$ dollars/rupee—: 1—US dollars/lira-——
1961: : : H : H H H H : H H H H
Jan.-Mar--: 100.0 : 100.0: 100.0 : 100.0 : 100.0 : 100.0 : 100.0 : 100.0: 100.0 100.0 : 100.0 : 100.0 : 100.0
Apr.~June-: 102.2 : 119.7: B84.4 968.8 : 102.2 : 99.6 : 99.6 : 104.3: 96.5 98.5 : 105.1 : 88.3 : 90.8
July-Sept-: 102.9 : 138.2: 71.0 ¢ 95.4 : 104.4 : 98.5 99.9 : 107.3: 90.3 94,2 : 108.9 : 82.4 87.3
Oct.~Dec—: 102.8 : 160.5: 60.0 : 93.6 : 105.7 : 100.2 : 103.0 : 105.5: 88.9 91.2 : 113.2 : 83.7 92.2
1962: : : H : : : : : : : H : :
Jan.-Mar——: 103.7 : 188.4; 51.3 93.3 : 107.2 : 98.7 . 102.0 : 104.5: 88.2 88.8 : 116.8 : 79.4 89.4
Apr.-June-: 103.8 : 227.5: 44,2 96.6 : 109.3 : 95.9 100.9 : 104.9: 86.7 87.6 : 119.2 : 7.9 87.2
July-Sept—: 104.3 : 269.1: 37.3 96.4 : 110.1 : 95.5 : 100.8 : 109.5: 84.8 89.0 : 123.1 : 71.9 : 64.6
Oct.-Dec—: 104.4 : 310.8: 30.7 : 91.% : 110.%5 : 96.9 : 102.6 : 108.2: 83.6 86.6 : 127.2 : 69.9 : 85.0
1963 : H : : : H : : : : : :
Jan.-Mar——: 104.5 : 386.0: 21.7 80.5 : 111.2 : 97.3 : 103.5 : 109.3: 82.0 : 85.8 : 129.2 : 71.6 : 88.6
Apr.-June-: 104.8 : 513.0: 14.9 72.8 : 112.9 : 97.0 : 104.5 @ 113.9: 81.1 : 88.1 : 131.3 : 67.8 : 85.0
July-Sept—-: 105.8 : 734.9: 11.1 ¢ 77.0 : 113.8 : 96.6 104.2 : 116.1: 79.9 89.2 : 134.3 : 63.6 : 80.8
Oct.~Dec—: 106.4 :1,035.7: 8.2 : 79.% ¢ 114.3 : 96.4 103.6 : 119.3: 78.4 87.9 : 136.8 : 61.6 : 80.4
19684: H H : H H H H H H H H H
Jan.-Mar-—: 107.5 :1,365.2 6.2 : 78.8 : 116.2 : 95.1 102.8 : 120.9: 75.5 84.9 : 143.2 : 60.2 : 80.3
Apr.~June-: 108.2 :1,813.6 4.7 : 76.3 : 117.6 : 92.3 : 100.3 : 123.0: 73.9 84.0 : 146.4 : 59.8 : 80.9
July~-Sept—: 107.9 :2,420.0 3.5 ¢ 79.2 : 118.3 : 90.86 : 99.5 : 126.7: 70.1 ¢ 83.%5 : 148.3 55.6 76.4
Oct.~Dec—: 107.7 :3,381.9: 2.6 : 81.4 : 1168.6 : 90.5 99.7 : 127.5: 66.7 : 79.0 ¢ 151.1 : 53.0 : 74.3
1985: : H - H H H H H H H H H H
Jan,-Mapr——: 107.5 :4,660.9: 1.9 ¢ 81.6 : 119.9 : 88.2 98 .4 127.4: 63.2 74.9 @ 155.1 ¢ 49.5 71.4
Apr.-June-: 107.6 :5,960.7: 1.4 : 75.0 : 120.6 : 87.2 : 97.7 132.1: 64.9 : 79.7 . 158.6 : 50.8 : 74.9
July-Sept-: 106.6 :7,829.0: 1.0 ¢ 76.3 : 120.9 87.6 99.3 13%.2: 67.3 : 85.2 : 158.5 : 52.8 768.4
Oct.~Dec—: 107.5 :11086.4: 0.8 : 81.1 : 121.7 : 86.%5 : 986.0 133.9: 67.1 : 83.6 : 166.2 : 57.2 88.5
See notes at the end of the table.,

0c-=



Table 11.—Exchange rates: 1/ Indexes of £he nominal and real exchange rates between the U.$. dollar and currencies of 12 selected
countries, and indexes of producer prices in the United States and the selected foreign countries, 2/ by quarters, January 1981-
December 1985—Continued

u.s. : Japan ; Koraa ; Mexico ; Netherlands
. Pro—~ : Pro- : Nominale: Real- : Pro— : Nominal-: Real- : Pro- : Nominal- : .Real- : Pro- : Nominal—- : Real-
Period : ducer : ducer : exchange-: exchange-: ducer :exchange-: exchange-: ducer :exchange- : exchange~: ducer :exchange— :exchange-
: Price : price : rate : rate : price : rate : rate : price : rate : rate : price : rate : rate
: Index : index : index : index 3/ : index : inden : index 3/ : index : index i dndex 3/ : index : index ;_index 3/
: : eSS ol lars/yen-———: U8 _dollars/won—-—: ——US dollars/peso—-—: -US dollars/quilder—
1981: : H H : : : : H : : : : :
Jan.-Mar—: 100.0 : 100.0 100.0 : 100.0 : 100.0 : 100.0 : 100.0 : 100.0: 100.0 100.0 : 100.0 100.0 100.0
Apr.-June-~: 102.2 : 101.1 93.4 : 92.4 : 105.8 : 98.0 : 101.4 : 106.1: 97.% . 101.3 : 102.1 : 90.4 90.2
July-Sept-: 102.9 : 102.4 88.6 : 88.2 : 108.3 : 97.3 ¢ 102.4 :+ 111.6: 94.8 102.7 : 104.6 : 84.5 85.9
Oct.~Dec—: 102.6 : 102.1: 91.5% @ 90.9 : 108.4 : 96.7 : 102.0 : 118.4: 91.5 : 105.4 : 105.8 : 92.5 95.2
1962: : : H : H : : : : : H :
Jan.-Mar-—: 103.7 : 102.5: 86.0 : 87.0 : 110.0 : 93.9 99.6 : 132.3: 66.4 : 87.2 : 108.6 : 88.7 92.8
Apr.—June-: 103.8 : 102.86: B4.2 3.3 : 110.4 : 91.6 : 97.4 : 152.8: 50,2 : 73.9 : 109.7 . 86.6 91.%
July-Sept-: 104.3 : 103.08: 79.4 79.0 : 110.8 : 90.0 : 95.6 : 181.9: 33.0 : 57.6 : 110.7 : 83.7 86.8
Oct.~Dec—: 104.4 : 103.7: 79.2 : 78.6 : 111.1 : 89.6 : 95.4 : 213.8: 32.0 : 65.6 : 110.7 : 83.4 : 86.4
1963 H H H H H HE : : H H : : H
Jan.-Mar-—: 104.5 @ 101.7: 87.2 84.9 : 111.6 : 88.5 : 94.%5 : 276.7: 23.0 : 61.0 : 110.8 : 85.8 91.0
Apr.~June—: 104.8 100.7: 86.5 : 83.2 @ 110.7 86.7 : 91.6 @ 335.7: 20.6 : 65.9 : 111.1 : 81.6 : 86.8
July-Sept—: 105.8 : 100.9: 84.7 80.8 : 110.4 : 84.9 : 66.6 ¢ 378.9: 18.6 : 66.7 : 112.7 : 7.2 82.3
Oct.-Dec—: 106.4 : 100.3: 87.7 : 82.7 : 110.4 : 83.9 : 87.1 : 420.6: 17.0 67.3 : 112.9 : 76.0 : 80.7
1984 : H : : H H : : H H : H H .
Jan . ~Mar-—: 107.% : 100.4: 89.0 : 83.1 : 110.8 : 83.9 : 86.4 : 501.1: 15,7 73.0 : 115.7 75.0 80.7
Apr.~June-: 108.2 100.3 89.5 83.0 @ 111.1 : 83.6 85.8 : 579.5: 14.5 77.7 : 116.4 : 74.9 : 80.5
July~Sept-: 107.9 : 101.1 B84.4 : 79.1 ¢ 112.1 ¢ 82.3 85.5 : 628.4: 13.5 78.7 : 117.1 : 69.4 . 7%.3
Oct.~-Dac--: 107.7 : 100.8: 83.6 : 786.2 : 112.2 81.4 : B84.8 : 695.9: 12.6 : 81.7 ¢ 117.3 : 66.3 72.2
1985: H : : H H H : H H : H H :
Jan . -Mar—: 107.5 : 101.2: 79.8 7%.1 ¢ 112.2 79.% 83.0 : 785.1: 11.7 ¢ 85.6 : 118.1 : 62.0 : 68.1
Apr.~June-: 107.6 : 100.%5: 82.0 : 76.6 : 112.3 76.9 80.3 : 877.0: 10.7 67.6 : 119.3 65.5 : 72.6
July-Sept—: 106.8 : 99 . 4: 86.1 : 80.1 : 112.6 : 7%.6 79.6 : 95%0.3: 8.6 : 76.1 : 118.9 : 71.2 ¢ 79.3
Oct.~Dec—: 107.5 ¢ 97.1: 99.3 69.7 : 113.2 : 74.8 : 78.8 :1,036.4: 7.0 : 4/ 67.9 : 117.6 : 78.4 : 4/ 85.8

See notes ;t the eéd of th; table.
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Table 11.—-Exchange rates: 1/ Indexes of the nominal and
countries, and indexes of producer prices in the United
December 198%—Continued

real exchange rates between the U.S. dollar and currencies of 12 selected

States and the selected foreign countries, 2/ by quarters, January 1981~

. U.s. - Spain ) Taiwan United Kingdom West Germany
, ¢ Pro— : Pro- : Nominal-: Real— : Pro- : Nominal-:  Real- Pro- : Nominal— :  Real— Pro- : Nominal- : Real-
Period : i )
: ducer : ducer : exchange-: exchange-: ducer :exchange-: exchange-: ducer :exchange- : exchange-: ducer :exchange- :exchange-
. Price : price : rate rate : price : rate rate . price : rate rate . price : rate rate
: Index : index : index index 3/ : index : index : index 3/ : index : index index 3/ : index : index index 3/
: :—-US dollars/peseta—: :-US $a/New Taiwan $-: 1——-US dollars/pound-—: t——U$ dollars/mark-—
1981: : : H . : H H H H H : H H
Jan.-Mar-——: 100.0 : 100.0: 100.0 : 100.0 : 100.0 : 100.0 : 100.0 : 100.0: 100.0 : 100.0 : 100.0 : 100.0 100.0
Apr.—June-: 102.2 : 105.3: 92.2 : 95.0 : 100.6 : 99.1 97.5% : 103.3: 90.4 91.4 : 102.5 : 91.7 : 91.9
July-Sept—~: 102.9 : 108.3: 0%.6 90.3 : 94.8 : 97.0 : 89.4 : 104.5: 79.5 80.8 : 104.7 : 85.8 87.3
Oct.~Dec—: 102.8 : 111.1: 87.5 : 94.5 : 97.5 : 95.3 90.4 : 106.7: 81.5 @ B4.6 : 106.2 : 93.0 : 96.1
1982: : : : : : : : : : : : : :
Jan.-Mar—: 103.7 : 115.2: 83.1 92.3 : 100.3 : 95.1 ¢ 91.9 : 109.5: 80.0 : 84.4 : 108.1 : 89.9 : 93.7
Apr.-June-: 103.8 : 118.3: 79.3 ¢ 90.3 : 100.6 : 93.0 : 90.2 : 111.2: 77.0 82.%5 : 109.1 : 87.7 92.2
July-Sept~: 104.3 : 120.1: 74.9 86.3 : 100.4 : 90.8 : 87.4 : 112.3: 74.7 : 80.4 : 110.1 : 84.1 : 88.7
Oct.-Dec—: 104.4 : 122.7: 70.0 82.3 : 100.0 : 89.7 85.9 113.6: 71.4 : 77.7 : 110.5 83.4 8.3
1983: oo : : : : : : : : : : :
Jan.-Mar-—: 104.5 : 130.5: 64.7 : 80.8 : 98.2 : 90.3 84.9 : 115.2: 66.3 73.2 : 110.2 : 86.7 : 91.4
Apr.~June-: 104.8 : 134.2: 60.5 : 77.5 : 98.9 : 90.0 : 85.0 : 117.5: 67.3 75.% : 110.% 84.0 : 86.6
July-Sept—: 105.8 : 137.3: 55,9 72.6 : 99.2 89.6 84.2 : 118.4: 65 .4 73.1 : 111.4 79.0 : 83.1
Oct.-Dec—: 106.4 : 142.3: 54.4 72.8 ¢ 99.3 : 69.7 : 83.7 : 120.0: 63.6 71.8 : 112.1 77.9 : 82.1
1984: H : H H H H H H H : : H
Jan . -Mar——: 107.%5 : 148.3: 54.4 7%.1 ¢ 99.6 : 69.6 : 83.2 :. 122.0: 62.1 70.% : 113.1 : 7.2 81.3
Apr.—-June—~: 108.2 : 152.2: 55.0 77.3 . 100.2 90.7 804.0 : 124.9: 60.5% 69.8 : 114.0 @ 77.0 81.1
July—-Sept—: 107.9 : 154.1: 55.9 . 79.8 : 99.6 : 92.0 : 84.8 : 125.6: %56.2 65.4 : 114.5 : 71.5 75.8
Oct.-Dec—: 107.7 : 156.2: 49.3 71.5 : 99.0 : 91.6 : 84.2 : 127.2: 52.6 : 62.2 . 115.3 : 68.3 : 73.2
1985: H H H H H H H H H H H ' :
Jan.-Mar-: 107.% : 161.8: 86.7 70.3 : 98.1 : 91.7 : 83.7 : 129.3: 48.3 58.1 : 116.5 : 64.1 : 69.5
Apr.-June—: 107.6 : 164.4: 48.3 73.8 . 97.3 . 90.6 : 81.9 : 131.9: h4.4 66.7 : 117.0 : 67.6 : 73.5
July-Sept-: 106.8 : 165.7: %0.3 7.1 : 96.7 : 89.4 : 80.9 : 132.6: 59.6 74.0 @ 117.0 : 73.2 ¢ 80.2
Oct.-Dec—: 107.5 : 167.3: 52.9 82.3 :5/96.3 89.7 : 5/ 80.4 : 133.7: 62.2 : 77.4 : 116.8 80.8 : 87.7
1/ Based on exchange rates expressed in U.S. dollars per unit of the subject foreign currency.

2/ The producer price indexes are aggregate measures of inflation at the wholesale level in the subject countries.
indexes may only approximate actual price changes of the subject foundry products in the respective countries.
United States increased by 7.5 percent during January 1981-December 1985 compared with increases in the same period of 10,988.4 percent in
Brazil, 21.7 percent in Canada, 33.9 percent in India, 66.2 percent in Italy, 13.2 percent in Korea, 936.4 percent in Mexico, 17.6 percent
in the Netherlands, 67.3 percent in Spain, 33.7 percent in the United Kingdom, and 16.8 percent in West Germany.
Japan and Taiwan decreased by 2.9 and 3.7 percent, respectively, during the same period.
generally declined during the period, producer prices in Japan initially increased by 3.8 percent during January 1981-September 1982, but

generally fell thereafter by 6.5 percent by December 1985,

As a result, these
Producer prices in the

In contrast, prices in

Although the producer price index in Taiwan

3/ The real value of a currency is the nominal value adjusted for the difference between inflation rates as measured by the producer
price index in the United States and in the foreign country.

4/ Derived from preliminary foreign producer price data for October and November only, the latest data available.

%/ Derived from preliminary Taiwan producer price data for October only, the latest data available.

Source:

Statistics, November 1983 and December 1985,

Note . ~—January-March 1981=100.

International Monetary Fund, International Financial Statistics, April 1985 and March 1986; Central Bank of China, Finan;ial
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CERTAIN IRON CASTINGS
Introduction

This part of the report presents information relating specifically to the
following four iron foundry products:

iron construction castings (construction castings),

cast—iron fittings for water main pressure pipes {pipe fittings},
cast—iron compressor housings (compressor housings), and
cast—iron brake drums and rotors (brake drums and rotors).

The Products

Description and uses

Construction castings.—The iron construction castings covered by this
investigation include manhole covers, rings, and frames; catch basin grates
and frames; cleanout covers and frames; and valve, service, and meter boxes.
These articles are cast primarily from gray iron, but are occasionally made of
malleable or ductile iron. 1/

Iron construction castings may be divided into two categories—so called
heavy castings, which usually have walls of 1 inch or greater thickness and
generally range in weight from 270 to 1,000 pounds, and light castings, which
typically have 1/4-inch thick walls and generally range in weight from 10 to
120 pounds. The heavy construction castings consist of manhole covers, rings,
and frames: catch basin grates and frames; and cleanout covers and frames.
These products are used for drainage or access purposes in utility, water, and
sanitary systems. Manhole sets, consisting of a cover and a frame, and
sometimes accessory parts such as rings, constitute the bulk of both U.S.
production and imports of heavy construction castings. The light construction
castings consist of valve, service, and meter boxes. These products are used
to encase the underground valves and meters of water, gas, or other utilities,
and to provide access to this equipment for periodic adjustment or reading.
Light castings are also manufactured in sets, usually containing three
pieces—a base, a top, and a cover with lettering and/or a pattern.

I'hese construction products are usually made of gray iron, but other
materials are being used in increasing amounts. The underground sections (and
occasionally the covers) of valve, service, and meter boxes, for example, are

1/ Gray iron, the most widely used cast iron, has the majority of its carbon
or graphite content in the form of flakes that are interspersed throughout the
metal. Gray—iron products are brittle, having little or no ductility, but
they have good wear resistance and high vibration absorption and can be
machined easily. The graphite content of ductile iron, the second most widely
used cast iron, is present in nodular or sphercidal form. The metallurgy
required to produce ductile iron is more complex than for gray iron and
requires close process control. Products are made of ductile iron when
reduced brittleness and increased strength is required. Malleable iron has
the majority of its graphite in irregularly shaped nodules and, unlike the
other forms of cast iron, requires annealing by heating rapidly to 1,750°F and
then cooling, to achieve the graphite configuration and the desired ductility,
hardness, and other properties required in the cast product.



currently being made predominantly of plastics and processed paper. Ductile
iron, a stronger and more expensive material than gray iron, can be poured
into molds designed for gray iron to produce construction castings for certain
applications where high performance is essential or desirable, such as
construction castings used in airport runways. Ductile iron can also be
poured into specially designed molds to produce thin—walled construction
castings that use less metal to attain equivalent performance and therefore
have less weight; all imports of manhole covers, rings, and frames from France
are believed to be produced from ductile iron in this way. Ductile iron
currently has a small share of the construction castings market in the United
States; however, some industry sources expect that ductile iron will be used
in increasing qguantities in construction castings, primarily for weight
reasons. 1/

There is a difference in the product definition for the construction
castings included within the scope of this investigation and those subject to
several recent title VII investigations. All manhole covers, rings, and
frames, all catch basin grates and frames, and all cleanout covers and frames,
if made of iron and classified in the applicable tariff items, are included in
this investigation regardless of the amount of special machining that has been
accomplished. The title VII investigations limited the scope of their product
coverage to standard items and excluded “specials,” such as lock—douwn and
water—tight manhole covers.

Pipe fittings.—Iron pressure pipe fittings for water mains are used to
join pipes, to change the direction or diameter of pipe, or to provide access
for cleaning. These fittings are used in water distribution systems that
deliver water from the water authorities to homes, commercial buildings, and
other facilities. Standard dimensions of cast fittings for water mains range
from 3 to 48 inches. Fittings are cast in various shapes such as tees,
80—degree elbows, bends, variations of Y's, crosses, and other shapes.

Water main fittings are made principally from gray and ductile iron.
Standards are established by the American Water Works Association (AWWA) and
approved by the American Mational Standards Institute, Inc. (ANSI) for
ductile—iron compact fittings (3 to 12 inches) and for ductile-iron and
gray-iron fittings (3 to 48 inches). Some manufacturers make fittings with
dimensions that range from 2 to 54 inches as standard production items.
Fittings larger than 54 inches can be produced as “specials" by a few
foundries. Such nonstandard fittings as laterals, eccentric reducers, and
reducing—on—the-run tees, can be cast according to manufacturers' standards.

fplthough gray iron was until recently the metal most often used for water
main fittings, ductile iron is increasing in popularity. It is estimated that
ductile iron now accounts for approximately 50 percent of U.S. production of
pipe fittings, based on the number of fittings produced, and about 30 percent
based on the tonnage produced. 2/ Industry sources 3/ indicate that the

1/ Counsel for the French producer of construction castings points out that
fewer people are reguired to lift and position the lighter weight products
during installation, thereby reducing the risks of injury and lessening the
possibility of personal liability claims by the installers against the
municipalities or utilities.

2/ Discussions with Mr. R. Schofield, General Manager, Union Foundry,
Anniston, AL.

3/ Discussions with Mr. Charles Roche, president, NAPPCO, and Mr. Joseph T.
Donahue, v.p. of marketing, U.S. Pipe & Foundry Co.
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increased popularity of ductile fittings is due to their lighter weight and
higher tensile strength. The major advantages of ductile fittings are that
they are able to withstand greater pressures than gray—iron fittings (340
versus 250 pounds per square inch, respectively), and can be cast in shorter
lengths and with thinner walls. Gray— and ductile-iron water main fittings
are interchangeable.

Municipal water systems constitute the primary market (over 80 percent)
for gray— and ductile-iron water main fittings. Sewer systems and industrial
uses, which consist primarily of water main fittings in fire protection
systems, account for the remaining usage.

Compressor housings.—Compressors with cast-iron housings are used mainly
for cooling— and heating—type applications (e.g., supermarket and restaurant
refrigerators, freezers, commercial air-conditioning units, heat pumps, and
residential heating and air-conditioning systems) and for compressing air (for
such applications as paint spraying, tire inflation, and pneumatic tools of
all sizes). '

The cast—iron housing (also referred to as "body," "frame," or
“crankcase") of a compressor contains, holds, supports, or anchors the
compressor's operating parts (e.g., gears, bearings, pistons, and shaft).
Some compressors, commonly known as hermetically sealed compressors, have a
pressed steel exterior housing that surrounds the assembled compressor,
including the cast-iron (internal) housing. Only cast-iron housings are
subject to this investigation.

A cast—iron compressor housing may be a single casting or may have been
cast in several pieces. The weight of compressor housings ranges from
approximately 10 to 200 pounds for refrigeration and air-conditioning
compressors in the 1/4— to 125-horsepower range, and up to many thousands of
pounds for large air and gas compressors that are rated up to approximately
4,000 horsepower. In nearly all situations, cast—iron compressor housings are
made of gray iron.

Most changes in compressors over the years have involved the internal
moving parts; there has been little modification in the design of the
housings, except for technical changes to meet modifications in energy
efficiency requirements. There are few apparent physical differences between
domestically produced and imported cast—iron compressor housings since these
components are generally made to manufacturers' specifications. However,
there are significant differences in the configuration of the housings
depending on the type of compressor.

Brake drums and rotors.—Motor-vehicle brake systems, regardless of
design, require a rotating and a nonrotating unit. As the stationary braking
surface meets the rotating surface, friction develops and creates the
controlled force necessary to slow the moving surface. The nonrotating unit
incorporates brake pads; the rotating unit contains either brake drums or
brake rotors, also called discs.

In systems using brake drums, the drum is secured to the motor—vehicle
wheel. The brake pads contact the drum through either contraction of
externally located brake pads against the outside of the drum or expansion of
internally located pads against the inside of the drum. Most drum systems
presently in use are the internal expansion type because they are more
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compact, lighter, and more economical than the external contraction type.
Cast—iron brake drums provide excellent strength, heat dissipation, and
friction characteristics. Cast—iron, however, weighs considerably more than
pressed steel. Therefore, a steel drum will frequently use a cast-iron liner,
either externally or internally, to permit a lighter total unit with
sufficient strength and friction generation. The majority of these units,
whether all iron or a steel and iron combination, are used in heavy-duty
vehicles (construction and mining equipment and class 2-8 trucks).:

In a disc brake system, the friction force develops when two brake pads
mounted on nonrotating calipers contact the rotating surface of a cast-—iron
rotor. This rotor is secured behind the wheel hub so that the hub and rotor
rotate about the axle spindle or steering knuckle simultaneously. The rotor
{(or disc) system is increasingly dominant in passenger cars because it is
lighter in weight than the drum system; certain recent car models use
steel-backed rotors to further decrease weight. Though some mid-class trucks
use front disc brakes, disc systems generally are not powerful enough for
heavy-duty vehicles. Electronic and computerized disc systems have been
developed that eliminate wheel "lockup.®

Manufacturing processes

Construction castings.—Foundries produce construction castings by
pouring molten iron into molds, allowing the iron to cool and solidify, and
removing ('shaking out") the iron products from the mold for finishing. The
molten iron is produced from pig or scrap iron, 1/ coke, and limestone in
cupola furnaces, but can also be made in electric furnaces. 2/ The green—sand
casting method, previously discussed in the introductory section of this
report, is used to produce heavy construction castings and, in some foundries,
light castings. After cleaning and removal of the overflows, the casting is
dip painted or sold as is.

The shell-mold process is used by some producers to make light
construction castings. Others produce light castings in permanent molds;
these molds are made of a metal with a higher melting point than that of the
cast gray iron and, instead of being discarded after each pour, are used for
several thousand pours. However, initial tooling costs are high and therefore
the process is economical only for high-volume, standardized production.

Pipe fittings.—Pipe fittings are cast using sand-cast methods. The
fittings are then cleaned, inspected, gauged for dimensional accuracy,
weighed, drilled and/or machined, lined, and coated as required.

filthough there is some use of ductile iron in the production of
construction castings, pipe fittings are the only subject product made of

1/ The basic raw material used by U.S. and Canadian producers is scrap iron,
whereas, the Brazilian, Chinese, and Indian producers generally use pig iron.

2/ Some producers of iron construction castings, as well as foundries
producing other products, have changed from melting iron in cupcla furnaces to
melting in various types of electric furnaces, largely to comply with Federal,
State, and local pollution standards. Generally, larger foundries prefer
cupcla furnaces for melting, as they are more efficient when large guantities
of iron need to be melted, whereas, smaller foundries often find electric
furnaces to be more appropriate to their limited needs.
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ductile iron in substantial guantities. Ductile iron requires the production
of low sulfur base iron with adequate carbon, silicon, and other materials in
a cupola furnace. Then, the base iron is subjected to pure magnesium in a
controlled atmosphere, which converts the carbon in the iron from graphite
flakes to nodular graphite. Raw materials used in the production of ductile
iron have to be of a higher gquality than those used in the production of gray
iron because high amounts of chrome, phosphorus, copper, and manganese cannot
be tolerated in ductile iron.

Compressor housings.—The majority of U.S. foundries use the sand-cast
method to produce cast—iron compressor housings. In nearly all cases U.S.
foundries do not perform any finishing operations on the cast-—iron compressor
housings, except for removal of gates, sprues, and risers and cleaning the
casting. Instead, U.S. foundries ship the rough castings 1/ to the compressor
manufacturers that perform finishing operations, such as drilling bolt holes
and machining surfaces.

During the last decade, manufacturers of compressor housings have
increasingly turned to new technologies, including automated molding machines,
microprocessors that ensure quality and production standards, and robotics
that replace manual handling of unfinished castings.

Brake drums and rotors.—In the production of brake drums and rotors,
foundries make the cope and drag segments of the mold using the green-sand
method, and the core is produced using one of several variations of sand
casting. One method that illustrates the fundamental technique is known as
the hot box process. Here, sand combined with a resin containing ammonium
chloride is introduced into a preheated box die to form the core shape. The
temperature of the box causes the ammonium chloride to break down, releasing a
hydrochloric acid vapor that immediately hardens the resin-treated sand.
finother common variation uses sulfur dioxide-treated sand injected with
hydrogen peroxide.

Electric holding furnaces are used that permit constant spectrographic
analysis of the metal. Automated equipment, using a computer-aided process,
matches the amount of metal poured to the mold requirements, thereby reducing
the amount of overflow. The cast brake drums and rotors are cleaned and
trimmed to remove overflows and then sold rough. These castings do not
generally require a great deal of advanced machining. The purchaser,
frequently a brake manufacturer, usually will perform any advancement.

U.S. tariff treatment

Construction castings.—Imports of the iron construction castings subject
to this investigation are classified in TSUS items 657.09, 657.10, and
657.25. For statistical reporting purposes, imports under item 657.09 are
further broken out into the following TSUSA items: (a) manhole covers, rings,
and frames (TSUSA item 657.0950), and (b) other castings (TSUSA item

1/ In the remainder of this report, the term "rough castings" refers to
castings that are not advanced beyond cleaning and not machined beyond the
removal of fins, gates, sprues, and risers or beyond what is necessary to
permit location in finishing machinery; “advanced castings" refers to castings
that have been advanced or machined beyond the rough castings.
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657.0990). The column 1 rates of duty 1/ for TSUS items 657.09, 657.10, and
657.25 are free, 3.2 percent ad valorem, and 6.2 percent ad valorem,
respectively. The column 2 rates are 10 percent, 20 percent, and 45 percent
ad valorem. Imports from least developed developing countries (LDDC's) under
TSUS items 657.10 and 657.25 are afforded rates of 3.1 percent ad valorem and
5.7 percent ad valorem, respectively; imports from Israel and those countries
eligible for the Generalized System of Preferences (GSP) or CBERA benefits
enter free of duty. 2/ Table I-1 shows the column 1 and column 2 rates of
duty, including the staged reductions of the column 1 rates resulting from the
Tokyo Round of the Multilateral Trade Negotiations.

Pipe fittings.-—Imported cast-iron and ductile—-iron fittings are
classified under TSUS items 610.62, 610.63, 610.70, 610.71, 610.74, and
610.82. The column 1 rates for these items range from 5.6 to 7.4 percent ad
valorem, and the column 2 rates range from 20 to 45 percent. Imports under
TSUS items 610.63 and 610.71 are also subject to additional duties with
respect to chromium, molybdenum, tungsten, and vanadium content, as provided
in headnote 4, subpart B, part 2, schedule 6 of the Tariff Schedules. Imports
of pipe fittings from Israel and those countries eligible for GSP and CBERA
benefits enter duty free. However, imports under TSUS items 610.70 from
Taiwan, 610.74 from the Republic of Korea and Taiwan, and 610.82 from the
Republic of Korea are not eligible for GSP treatment. Where the column 1 rate
of duty is being reduced, imports from LDDC's are afforded the final (1987)
staged rate.

Compressor housings.-Compressor housings are classified in TSUSA item
661.1072, effective January 1, 1986; prior to that date, they were reported
under the residual or "basket" TSUSA item 661.1090 (parts of compressors).
The column 1 rate of duty is 3.5 percent ad valorem and the column 2 rate is
35 percent. Compressor housings from Israel and countries eligible for GSP
and CBERA benefits enter free of duty.

Brake drums and rotors.—Brake drums and rotors are classified in TSUSA
item 692.3262, effective January 1, 1986; prior to that date, brake drums and
rotors were reported under TSUSA item 692.3272 (brakes and parts thereof for
motor vehicles). A separate tariff item exists to grant duty—free entry to
components from Canada imported as original motor—vehicle equipment. This
provision, TSUS item 692.33 (more specifically, TSUSA item 692.3372), was
established pursuant to the Automotive Products Trade Act of 1965 (APTA),
implementing the U.S.-Canadian auto pact.

Brake parts imported under 692.32 are eligible for duty—free treatment if
the product of Israel or countries eligible for GSP or CBERA. However,
imports from Mexico, Brazil, and Taiwan currently exceed the competitive-need
limits under the GSP program and therefore do not receive such duty—free
treatment.

1/ The rates of duty in col. 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS (which
receive the col. 2 rate of duty).

2/ Imports are eligible for duty-free entry under the GSP, if the products
of designated beneficiary countries (enumerated in general headnote 3(e)(v) of
the TSUS); duty-free entry is also granted to eligible articles both from
Israel under the United States—Israel Free Trade Agreement and from designated
CBERA beneficiary countries. Imports from Taiwan under TSUS item 657.25 are
not eligible for GSP bhenefits.
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Table I-1.-—Certain iron castings: U.S. rates of duty,
by TSUS items, 1986-87

Col. 1 rate of duty
Pre-MTN :effective with respect:

Ii:i : Description 1/ : col 1. : to articles entered Cgitz
: = : rate of : on or after Jan. 1— :
No. duty 2/ : : , of duty
=0 1986 : 1987
: Nonmalleable cast—iron
fittings:
: For cast-iron pipe: . : :
610.62 : Nonalloy cast iron—: 10% : 6.5% . 5.8% 1 25%.
610.63 : Alloy cast iron-———: 12% + 1 7.4% + . 6.5% + 1 33% +
: Malleable cast—iron : AD 3/ : AD3/ : AD3/ : AD. 3/
fittings: : : : :
: Mot advanced: : : : :
610.70 : Nonalloy cast iron—: 8% : 5.6% : B.1% . 20%.
610.71 : Alloy cast iron———: 10% + : 6.5% + : 5.8% + 1 28% +
: : AD3/ : a3/ : AD3/ : AD. 3/
61G.74 : Advanced : 11% : 7% . 6.2% : 4B%.
610.82 4/: Ductile fittings—————: 11% ;7% 1 6.2% : 45%.
: Nonalloyed cast—iron : : :
: articles: : : : :
657 .09 : Not malleable—-———r: Free : Free : Free : 10%.
657.10 : Malleable . 4% o 3.2% : 3.1% : 20%.
657.25 : Certain alloy iron : : : :
articles : 9.5% : 6.2% : 5.7% . AB%.
661.10 5/: Certain compressors; : : :
parts of compressors—: 4.5% : 3.5% : 3.4% : 35%.
692.32 : Certain motor-vehicle ' : : :
parts . 4% 1 2.2% 1 3.1% . 25%.

1/ Rate effective prior to Jan. 1, 1980; pursuant to negotiations in the
Tokyo Round of the MTN, are staged reductions in the rates of duty effective
Jan. 1 of each year during 1980-87.

2/ Tariff Schedules of the United States should be consulted for a more
complete description of the additional duties and for further definitions.

3/ "AD" denotes additional duties are also applicable.

4/ As of Apr. 1, 1984, item 610.82 and several other items were established
and item 610.80 was discontinued.

5/ As of Mar. 31, 1982, items 661.09 and 661.10 were established and item
661.12 was discontinued.

U.S. Producers

Over 80 foundries are believed to produce the subject iron castings in
the United States. The petition in this investigation names 24 producers of
construction castings, 7 producers of pipe fittings, 29 producers of
compressor housings, and 22 producers of brake drums and rotors. Sixty-two
producers provided usable data in response to the Commission's questionnaire.
These 62 firms are believed to account for a very substantial share of total
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U.S. production of subject iron castings. Of the 62 producers, 1/ 25 produce
construction castings, 10 produce pipe fittings, 19 produce compressor
housings, and 15 produce brake drums and rotors.

Construction castings

There were 31 producers of construction castings responding to the
Commission's questionnaire, of which 25 firms provided usable data. Of the 25
firms providing usable data, 13 firms reported producing no other iron
castings and the remaining 12 reported producing iron castings other than
those covered by this investigation. Additionally, two of the firms reported
producing pipe fittings, one reported producing compressor housings, and one
reported producing brake drums and rotors. ¥ ¥ ¥ account for the largest
tonnage production of the 25 producers and together accounted for ¥ ¥ %
percent of production of construction castings in 1985, as shown in the
following tabulation (in percent of tonnage produced): '

Share of production

Producer 1984 1985
Almo Iron Works HHH H¥E
Alhambra Foundry Co., Ltd——— e KRE HEHR
Allegheny Foundry e ¥
American Brass & Iron Foundry- S 0 3k
Campbell Foundry Co i o
Charlotte Pipe & Foundry Co—eeem by ®¥H
Draper Corp ¥ HH¥
Deeter Foundry, Inc EAR KK
East Jordan Iron Works, Inc— 343 ¥
Etheridge Foundry & Machine Co——-wm—  ¥K¥ fokoiod
John Bouchard & Sons Co HHEHE W
LeBaron Foundry, Inc — HHH KM
Leed Foundry, Inc N ¥
Mabry Foundry HHH EEK
McKinley Iron Works - HHHR st
Memphis Machine Works — HHHA KR
fMiles Foundry-—— HHH FHKR
Moritz Foundry R b
Municipal Castings, Inc H#3e e
Neenah Foundry Co AR K¢
Olympic Foundry I Wt
Pinkerton Foundry, Inc — K¥H Pt
Russell Pipe & Foundry Co., Inc——— - HHH HHH
Tyler Pipe Industries - A L
U.S. Foundry & Manufacturing Corp—- H HH

See footnotes at end of tabulation.

1/ Four producers of construction castings also produce other subject
products-—two firms also produce pipe fittings, the third firm produces

compressor housings, and the fourth firm also produces brake drums and
rotors. Three firms produce both compressor housings and brake drums and

rotors.



Share of production

Producer . 1984 1985
VanRich Casting Corp— HHH HEH
Vestal Manufacturing Co-—m o REH RHEE
Virginia Industries, Inc:

Bingham & Taylor — AR R
Opelika Foundry Co H H¥erk
Vulcan Foundry KK HHH
Western Foundry Co ¥ o
Western Iron Works, Inc  EMw _ HHAR
Total 100.0 100.0

# #* # * ¥ * *

About ¥ ¥ ¥ percent of the reported production of construction castings
was from firms located in the North Central States of Michigan, Minnescta, and
Wisconsin. Most other production was of foundries located in the Southern or
Eastern States.

Pipe fittings

There are 12 firms known to be producing pipe fittings for water mains.
These firms and their shares of 1984 and 1985 reported production are shown in
the following tabulation (in percent of tonnage produced):

Share of production

Producer 1984 198%
American Cast Iron Pipe Co——rmrmmem— R HHH
Backman Foundry & Machine, Inc———- — Kt KR
Clow Water Systems Corp- Lkt HHHE
Dayton Foundry Co R KR KA
Griffin Pipe Products Co HHH R
Russell Pipe & Foundry Co., Inc—- KRR KK
Texas Foundries, Inc HHH 3
Trinity Valley Iron & Steel Co—— KHH H¥EH
Tyler Pipe Industries HEHE HHHE
Union Foundry Co HHH HHH
United States Pipe & Foundry Co—— HHH 2
Western Foundry Co pe— A HHx

Total 100.0 i60.0
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As shown, the three largest producers, % ¥ ¥, accounted for nearly ¥ * ¥
of production in 1985 and the five largest producers accounted for * ¥ ¥
percent. The bulk of foundries producing pipe fittings are located in the
Southern States of Alabama and Texas.

Compressor housings

There are 21 firms known to be producing compressor housings. These
firms and their shares of 1984 and 1985 reported production are shown in the
following tabulation (in percent of tonnage produced):

Share of production

Producer 1984 1985
Amcast HHH "N
Benton Foundry, Inc Wik HHH

¥
K
HHH
KHE¥
366

Bloomfield Foundry, Inc HH
Brillion Iron Works, Inc o
Buckeye Foundry Co HHH
Flynn & Emrich Co L
General Casting Co ¥
Hayes—Albion Corp HHH
ITT Grinnell Corp ik
Ingersoll-Rand Co *H
Larson Consolidated, Inc Hx
Lynchburg Foundry Co HHK FR¥E
FHH
s
E
R
S
KAH
H¥¥
 d

Macaulay Foundry, Inc
Midwest Foundry
Neenah Foundry Co
Roberts Foundry
Sinking Spring Foundry
T&B Foundry Co
The Dalton Foundries, Inc
The G & C Foundry Co
Tioga Casting Facilities

Total 100.0 i060.0

‘ As shown, the two largest producers, ¥ ¥ ¥, accounted for over ¥ ¥ ¥ of
production in 1985 and the remaining producers accounted for less than * ¥ ¥
percent each.

Brake drums and rotors

There are 15 firms known to be producing the brake drums and rotors
subject to this investigation. These firms and their shares of 1984 and 1985
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reported production are shown in the following tabulation (in percent of
tonnage produced}:

Share of production

Producer 1984 1985
Dayton Walther Corp HEE T
Durametal Corp IR
EMI Co HEHE W
East Jordan Iron Works, Inc———r— — KX ¥
General Motors Corp HHHE HRE
Hayes—Albion Corp IR e
IfT Grinnell Corp- HH e
Kelsey-Hayes Co M RFFE
Motor Wheel Corp FHH HHH
Navistar International Corp———w—— ¥R REHE
Reyco Industries, Inc K ¥
Sinking Spring Foundry b ¥R
The Wheland Foundry FHE i
Wagner Div., Cooper Industries——— WK b
Waupacca Foundry, Inc Ll : W
Total 100.0 100.0

* ¥ * * # * *

As shown, the four largest producers, ¥ ¥ ¥, accounted for nearly ¥ ¥ %
of production in 1985. Two of these producers, * ¥ ¥,

U.S. Importers

Importers' questionnaires were sent to nearly 150 firms identified either
on the net import file of the U.S. Customs Service or by the petitioners.
Ninety—four importers provided usable data in response to the Commission's
questionnaire. Most of the remaining firms responded that they did not import
the subject iron castings during 1981-85, '

Construction castings

There are 52 known importers of construction castings; these importers
and their shares of reported 1985 imports are shown in the following
tabulation (in percent of imported tonnage):

As shown, the importation of construction castings is widely spread among
many firms. The six largest, ¥ ¥ ¥, accounted for about * ¥ ¥ of 1985 imports.
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Pipe fittings

There are 13 known importers of pipe fittings; these importers and their
shares of reported 1985 imports are shown in the following tabulation (in
percent of tonnage imported):

As shown, the four largest importing firms, ¥ ¥ #, accounted for over
¥ ¥ ¥ of 1985 imports.

Compressor housings

There are eight known importers of compressor housings. Each of these
importers is a comgressor manufacturer that consumes the housings that it
imports. The three largest importers, % % ¥, accounted for more than ¥ * ¥ of
the imports of compressor housings in 1985. Importers of compressor housings
and their shares of reported 1985 imports are shown in the following
tabulation (in percent of tonnage imported):

Brake drums and rotors

There are 24 known importers of brake drums and rotors; these importers
and their shares of reported 1985 imports are shown in the following
tabulation (in percent of tonnage imported):

The largest three importing firms, % % %, accounted for ¥ ¥ ¥ percent of
imports in 1985 and the largest seven firms accounted for ¥ ¥ ¥ percent.

The U.S8. Market

foparent U.S. consumption

Construction castings.—Apparent U.S. consumption‘of construction :
castings decreased from 179,034 tons 1/ in 1981 to 177,293 tons in 1982, or by
1 percent, increased at an average annual rate of 22 percent to 264,637 tons

1/ Unless otherwise noted, the term "ton" refers to a short ton (2,000
pounds ).
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in 1984, and then increased by another 8 percent to 286,307 tons in 1985
(table I-2).

Pipe fittings.—Consumption of pipe fittings decreased from ¥* ¥ % tons in
1581 to 97,316 tons in 1982, or by ¥ # ¥ percent, increased at an average
annual rate of 14 percent to 127,084 tons in 1984, and then increased slightly
to 127,436 tons in 1985. 1/

Compressor housings.——Consumption of compressor housings decreased from
108,787 tons in 1981 to 75,542 tons in 1982, or by 31 percent, increased at an
average annual rate of 24 percent to 116,537 tons in 1984, and then fell by 28
percent to 84,042 tons in 1985,

Brake drums and rotors.—Consumption of brake drums and rotors decreased
from 506,706 tons in 1981 to 456,989 tons in 1982, or by 10 percent, increased
at an average annual rate of 26 percent to 728,456 tons in 1984, and then
decreased by 4 percent to 698,551 tons in 1985. Consumption of brake drums
and rotors, the largest of any of the subject iron castings during 1981-85,
accounted for 57 to 59 percent of the consumption of the subject iron castings
in each year.

Factors affecting total demand for iron castings

Total U.5. demand for the subject iron castings is directly influenced by
activity in the end-use sectors. 2/ For instance, demand for construction
castings is heavily influenced by construction of highways and buildings,
demand for pipe fittings is related to construction of water supply facilities
and sewer systems, demand for compressor housings is related to the level of
U.S.-produced compressors, and demand for brake drums and rotors, to the level
of U.5. motor-vehicle production. 1In turn, activity in these end-use sectors
is heavily influenced by changes in the general level of business activity as
measured by real gross national product (GNP). Indexes of real U.S. GNP and
activity in the various end-use markets are presented in table I-3 for the
period of 1981-85. As shown in the table, activity fell in 1982 in all
categories but rebounded strongly in 1983 and 1984 for most of the categories
before increasing at a somewhat slower rate in 1985. 3/ Construction of water

1/ The switch from gray iron to ductile iron in the production of pipe
fittings suggests that units might be a better indication of consumption than
tonnage because ductile iron may be poured in compact molds resulting in
thinner walled, lighter fittings, or may be poured in regular (gray-iron)
molds. However, data on units produced and/or shipped were not requested in
the Commission's questionnaire. Because of this shift to the lighter
ductile~iron fittings during 1981-85, which is evident from questionnaire
responses, consumption measured in units, if available, would show an even
greater percentage increase during 1981-85.

2/ Other factors affecting demand for iron castings include downsizing of
certain products (such as pipe fittings and brake drums), resulting in less
tonnage requirements, and increased imports of downstream oroducts (such as
brake assemblies and compressors or refrigerators and automobiles). These
factors are discussed in the section entitled "Possible Causes of Injury Other
Than Imgorts."

3/ The U.S. economy experienced a serious recession from July 1981 through
November 1982. Despite the recession in the last half of 1981, moderate
growth in January-June resulted in about a 2-percent increase in real GNP in
that year. But real output fell in 1982 for most sectors of the economy.
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Table I-2.—Certain iron castings: Apparent U.S. consumption, 1981-85

{(In short tons)

Item : 1981 : 1882 : 1983 : 1984 : 1985
Construction : : : : :
cas tings———mmmm—— : 179,034 : 177,293 : 212,436 : 264,637 . 286,307
Pipe fittings————: G 97,316 : 111,247 . 127,084 : 127,436
Compressor housings—: 108,787 : 75,542 : 90,292 : 116,537 . 84,042
Brake drums and : : : : :
rotors ¢ 506,706 : 456,989 : 577,292 : 728,456 . 698,551

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

Table I-3.—Index of real U.S. GNP and indexes of activity in the end-use
sectors for the subject iron casting products, by vears, 1981-85

:Construction:Construction: Domestic : Domestic
Real . . .

Year : u.s. : of highways: of water : production : production

: Ry : and ¢ and sewer : of com— : of motor
= :huildings 2/: systems 2/ : pressors 3/:vehicles &/

iggi————ms 100.0 : 100.0 : 100.0 : i100.0 . 100.0
1982 —— 97.5 : 97.7 : 88.9 92.0 : 87.9
1983———— 100.9 116.1 : — 77.8 : 94.5 1i5.2
1984 —i— ! 107.5 : 132.3 : - §0.5 5/ 98.1 : i34.8

1985——m————! 109.9 : i39.% : - 96.8 : 5/ 103.0 : 141.4

1/ Based on real GNP measured in 1982 dollars.

2/ Based on the real value of new construction put in place, measured in
1977 dollars.

3/ Based on the real value of U.S. producers' shipments of domestically
produced compressors, including exports, measured in 1981 dollars. Current
dollar values were deflated by the U.S. Producer Price Index with 1981 as the
base year.

4/ Based on the number of units of U.S. producers' shipments of domestically
produced motor vehicles, including exports.

5/ Estimates of the Commission staff with assistance from private sector
analysts including trade associations and individual compressor manufacturers.

Source: Compiled from data reported by the U.S. Department of Commerce, the
Air Conditioning and Refrigeration Institute, and the Motor Vehicle
Manufacturers Association of the United States.

Note: 1981=100.
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and sewer systems and domestic production of compressors, however, rebounded
more slowly from the 1982 downturns.

Channels of distribution

Construction castings.—Aaccording to information cbtained in the
Commission study on the competitiveness of the U.S. Foundry Industry
(henceforth referred to as the ITC foundry study) 1/ the marketing of iron
construction castings in the United States differs from that of most other
foundry products. First, iron construction castings are consumed in nearly
the same condition and dimensions in which they have been cast with a minimum
of machining or finishing. Second, the vast bulk of construction castings are
ultimately purchased and used by utilities, municipalities, and other such
entities for civil construction purposes. Hence, iron construction castings
have limited channels of distribution and end markets.

The ITC foundry study found that 35 percent of U.S. producers' shipments
of iron construction castings went to distributors and 65 percent went to
nonspecified markets (e.g., contractors, firms that construct municipal water
and other utility systems, municipalities, and so forth) or original-equipment
manufacturers, whereas, 60 percent of importers' shipments went to
distributors. The higher proportion of sales to distributors by importers is
typical of metalworking industries' markets.

U.S. foundries, by virtue of their proximity to the municipalities and
construction supply distributors, reguire relatively short leadtimes and can
fill most orders for less popular construction castings or customized models
without maintaining inventories of such items. Importers, with the longer
leadtimes that they require, generally handle only the faster moving, more
standardized models because of the resulting inventory carrying costs
necessary to supply a complete range of products. Thus, although U.S.
producers may typically handle 4,000 to 5,000 items, importers may carry only
150 to 200.

Pipe fittings.—U.S. producers that manufacture pipe fittings but do not
also make pipes principally sell the fittings through an estimated 250 to 300
waterworks distributors that specialize in underground utility work. Sales of
pipe fittings by producers that also make pipes are principally made directly
to municipal and private utilities and through contractors working on water
and sewer projects. The largest distributors have numerocus distribution
facilities or branches and usually stock and sell only products related to
water works. Most producers ship to customers located throughout the United
States. For example, one of the largest manufacturers of pipe fittings sells
to distributors in 40 States.

Compressor housings.-—Approximately 90 to 95 percent of compressor
housings produced by U.S. foundries are sold directly to firms that assemble
compressors, and the remainder of sales are typically made to distributors for
resale in the market for replacement and service parts (called the
aftermarket). The majority of imports of compressor housings is likewise scld
directly to compresscr manufacturers.

1/ Competitive Assessment of the U.S. Foundry Industry (Investigation No.
332-176), USITC Publication 1582, p. III-15.




I-16

U.S. foundries have certain distinct advantages over foreign competition
in marketing their products to compressor manufacturers. Normally these
producers are within relatively close proximity of their major industrial
consumers, allowing for greater ease in production schedules, lower
transportation costs, and prompt delivery.

Brake drums and rotors.—Motor—vehicle parts, including brake components,
are used in two primary markets: the market for parts to be used in the
production of motor vehicles, called the original-squipment (OE) market, and
the aftermarket. According to both foundry and automaker sources, over 95
percent of the brake casting needs in the OE market are met by North American
sources. Several of these foundry operations are subsidiaries of the
automakers themselves. Distribution is either directly from the foundry to
the automakers’ machine shops or through an independent machining center teo
the auto companies.

The majority of brake drum and rotor imports, with the exception of
imports entered from Canada under the APTA, are destined for the aftermarket.
Distribution in the aftermarket for motor—vehicle parts typically consists of
a manufacturer or importer selling to a warehouse distributor (WD), or group
of WD's known as program distributors, that in turn sells to varicus parts
jobbers. The jobbers, which number some 35,000 in the United States, sell
primarily to the independent service channels (e.g., service stations, repair
shops, and independent car dealers) and to retail customers. The aftermarket
also includes the service bays of car dealers; however, these dealers receive
most parts through their affiliated automakers' distribution networks.

The Question of Increased Imports

U.S. imports

U.S. imports of the subject iron castings during 1981-85 are presented in
table I-4; imports by the rough and advanced categories, as well as units of
imports for compressor housings and brake drums and rotors, are presented in
appendix D, table D-1; 1985 imports by sources are presented in tables D-2
through D-5. Import trends for each of the product categories are discussed
below.

Construction castings.—Total reported U.S. imports of iron construction
castings increased by nearly threefold, from 20,682 tons in 1981 to 77,763
tons in 1985. The value of total imports of construction castings increased
from $8.7 million in 1981 to $37.4 million in 1985. The bulk of these imports
consisted of advanced castings during 1981-82 and rough castings during
©1983-85. Data on U.S. imports of rough and advanced construction castings, by
import source, in 1985 are presented in table D-2. The principal source was
India, which accounted for 51 percent of the import tonnage; Canada accounted
for 20 percent of 1985 imports, and Brazil and China accounted for 11 percent
each.

Pipe fittings.—Total reported U.S. imports of cast—iron pipe fittings
irregularly increased from ¥ ¥ ¥ tons in 1981 toc 10,594 tons in 1985. The
value of total imports of castings of pipe fittings increased throughout the
period from $¥%¥¥ in 1981 to $10.9 million in 1985. Ductile-iron castings
accounted for ¥ ¥ ¥ of the imports in 1981, about ¥ ¥ ¥ percent in 1582 and
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Table I-4.-Certain iron castings: U.S. imports for consumption,
by types, 198185

Item : 1981 : 1982 : 1983 : 1984 : 1985

Quantity (tons)

Construction castings-——: 20,682 24,867 41,837 66,899 77,763
Pipe fittings: : : : : : :
Ductile : ¥r¥ HHHR . ERE 3,372 : 5,884
Other : K HRE HHH . 2,983 . 4,710
Total : s 4,148 4,136 6,355 : 10,594
Compressor housings—-—-: 1,876 . 978 720 1,761 2,168
Brake drums and rotors-—: 26,866 . 31,285 49,876 : 61,208 : 91,137

Value (1,000 dollars)

Construction castings——: 8,740 10,320 . 17,502 : 34,330 : 37,438
Pipe fittings: : : : : :
Ductile : HEX XER L ra 4,699 : 6,486
Other : FEE FEHE FHH 2,911 4,381
Total : KRR ‘3,764 4,150 : 7,610 : 10,867
Compressor housings— - Lar 1,304 1,052 : 1,516 : 2,080

Brake drums and rotors—: 25,697 : 27,783 44,423 . 58,188 : 80,854

Unit value {(per ton)

Construction castings-——: $423 $415 $428 513 481
Pipe fittings: : : : : :
Ductile : L Li L I 1,395 ¢ 1,102
Other : . WK . | HEE 8976 : 230
Average : HEFR 907 : 1,013 1,197 1,026
Compressor housings——: L 1,333 1,461 . 861 959
Brake drums and rotors—: 956 888 - 891 951 . 887

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

1583, 53 percent of the imports in 1984, and 56 percent in 1985. The Republic
of Korea was the principal source, accounting for 71 percent of the guantity
of U.S. imports of cast—iron pipe fittings in 1985 (table D-3).

Compressor housings.—Total reported U.S. imports of cast-iron compressor
housings decreased by 62 percent, from 1,876 tons in 1881 to 720 tons in 1983
and then exhibited z twofold increase to 2,168 tons in 1985. Except for 1981,
rough castings made up the bulk of imports of compressor housings throughout
the period. The value of total imports of compressor housings ranged from
$1.1 million in 1983 to $¥¥¥ in 1981, the year when the bulk of compressor
housings were imported in the advanced state. Brazil was the principal source
of U.S. imports of compressor housings in 1985, accounting for ¥ ¥ ¥ percent
of the tonnage, followed by the United Kingdom with ¥ ¥ ¥ percent (table D-4).
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Brake drums and rotors.-—Total reported U.S. imports of brake drums and

rotors increased by more than twofold, from 26,866 tons in 1981 to 91,137 tons
in 1985. Tthe value of total imports of brake drums and rotors increased
The bulk of

steadily from $25.7 million in 1981 to $80.9 million in 1985.
imports in 1981, 1982, and 1985 consisted of rough castings.

Although

advanced castings were reported as being imported from several countries in
1985, rough brake drums and rotors were only reported as being imported from
Canada. Canada and Mexico were the largest sources of U.S. imports of brake

drums and rotors in 1985, accounting for 75 percent and 20 percent,
respectively, of the tonnage (table D-5).

Ratio of imports to production

The ratios of reported U.S.

subject iron castings are shown in table I-5.
each of the subject products appears below.

Table I-5.—Certain iron castings:

U.s.

imports to reported U.S. production of the
A discussion of the ratios for

Ratios of imports to reported
production, by types, 1981-85

(In percent)

Item 1981 1982 1983 1984 1985
Construction castings—: 12.7 : 16.5 : 24.5 ; 33.3 36.6
Pipe fittings: : : : : :

Ductile HHEE K . WX 11.0 : 13.3
Other HRE fadaia i #HHR 3.1 : 6.0
Average HEE 4.3 3.8 : 5.0 : 8.6
Compressor housings 1.7 ¢ 1.3 .8 : 1.5 ¢ 2.6
Brake drums and rotors—: 5.5 : 7.3 9.2 : $.0 . i4.7

Source: Data presented in tables I-3 and I-5 of this report.

Construction castings.--U.S. imports of construction castings were

equivalent to 12.7 percent of U.S. production of construction castings in
1981; the imports-to-production ratio increased during 1981-85 to reach 36.6

percent in 1985,

Pipe fittings.—The imports-to—production ratio for pipe fittings
increased irregularly from ¥ ¥ ¥ percent in 1981 to 8.6 percent in 1985.
Except for 1981, the ratio of imports to production for ductile fittings

considerably exceeded the ratio for nonductile fittings.

Compressor housings.—Imports of compressor housings decreased from 1.7
percent of U.S. production of compressor housings in 1981 to 0.8 percent in
This was the

1983 and then increased to 2.6 percent of production in 1985.
lowest imports—to-production ratio of any of the subject iron castings in each

year of the period.



I-19

Brake drums and rotors.-—Imports of brake drums and rotors were
equivalent to 5.5 percent of production of such products in 1981; the
imports—to-production ratio increased to reach 14.7 percent in 1985. The
units of brake drums and rotors imported and produced and the ratio of such
imports to production are presented in the following tabulation:

1881 1982 1983 1984 1985

Imports-—1,000 units— 2,471 2,985 4,578 5,701 8,356

Production do 35,801 32,585 38,362 47,131 45,234
Import to production
ratlo————— -percent—- 6.9 $.2 i1.9 12.1 18.5

The Question of Serious Injury

In order to gather data on the question of serious injury to U.S,
producers of the subject iron castings, questionnaires were sent to the 70 .
represented producers listed in the petition, the 7 unrepresented producers
listed in the petition, and to 65 other companies that may produce the subject
castings. The data appearing in this section of the report are aggregated

data of the 62 producers that provided usable data in response to the
Commission's questionnaire. 1/

1.8, production, capacity, and capacity utilization

Production data presented in this section consist of data reported by
U.S. producers on production of the subject iron products and of other iron
castings produced by those firms. Producers were also asked to report the
average annual practical capacity of their U.S. establishments to produce iron
castings. 2/ The data obtained on U.S. production, 3/ capacity, and capacity
ytilization of iron castings are shown in table I-§6.

1/ Most of the remaining firms responded that they did not cast the subject
products during 1981-85, o

2/ Practical capacity was defined as the greatest level of output a plant
can achieve within the framework of a realistic work pattern. Producers were
asked to consider, among other factors, a normal product mix and an expansion
of operations that could be reasonably attained in their industry and locality
in setting capacity in terms of the number of shifts and hours of plant
operation.

3/ Production data were obtained for rough and advanced castings and are
presented in app. E, table E-1. Production data based on weight alone may be
misleading because of the downsizing of certain products, e.g., brake drums
and rotors (which are of less weight on the smaller automobiles and trucks)
and pipe fittings (which are of less weight when made of ductile iron in
compact ductile-iron molds). Data on units of production were collected in
the Commission's questionnaire for compressor housings and brake drums and
rotors and are also presented in table E-1. There are no data available on
units of construction castings or pipe fittings produced.
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production, capacity,

~and capacity utilization, by types, 1981-85

Item 1981 1982 1983 1984 1985
Production (short tons) 1/
By producers of construction :
castings: : :
Construction castings 2/—-: 162,313 150,375 171,002 200,977 . 212,571
Other iron castings 2/-——: 307,053 248,898 260,415 : 302,740 . 291,625
Total 469,366 399,273 431,417 . 503,717 . 504,196
By producers of pipe : :
fittings:
Pipe fittings: : B
Ductile 3/ 10,702 . 16,452 17,918 30,561 44,124
Other 92,511 81,107 : 90,974 . 95,576 78,556
Total 103,213 97,559 108,892 : 126,137 122,680
Other iron castings 4/—-—: 422,287 391,007 405,327 :° 448,048 440,507
Total 4/ 525,500 : 488,566 514,219 : 574,185 563,587
By producers of compressor : : :
housings: : : :
Compressor housings-—————: 107,447 73,505 89,593 116,141 81,979
Other iron castings—- e | 542,285 . 386,863 503,099 : 610,944 559,833
Total - 649,732 460,368 592,692 : 727,085 . 641,812
By producers of brake drums : : : :
and rotors: : : :
Brake drums and rotors—- 487,773 428,559 : 539,477 . 679,912 618,496
Other iron castings—-———: 1,451,734 : 1,278,699 : 1,513,884 : 1,777,867 : 1,766,514
Total 1,939,507 : 1,707,258 : 2,053,361 : 2,457,779 : 2,385,010
Capacity (short tons)
Of producers of construction :
castings: : : : : :
Construction castings—-— 368,375 : 373,325 . 384,746 399,469 : 455,184
Other iron castings———: 411,197 409,037 : 407,796 : 408,563 422,438
Total 779,572 . 782,362 792,542 . 808,032 : 877,622
Of producers of pipe :
fittings: : : : :
Pipe fittings 169,587 : 188,228 191,056 . 191,412 185,773
Other iron castings 5/—-—-: 488,462 : 488,233 487,911 : 487,628 : 488,963
Total 5/ - 658,049 676,461 678,967 . 679,040 684,736
Of producers of compressor : : :
housings: : _ : : : :
Compressor housings 6/—-—: WK HHE L Lz R
Other iron castings 6/———: *HR HRH R . HHE HEX
Total 6/ 1,145,210 : 1,178,210 : 1,107,560 : 1,008,960 : 1,024,760
Of preoducers of brake drums : : :
and rotors: : : : :
Brake drums and rotors-—— - 966,945 979,055 994,929 . 980,461 970,631
Other iron castings—-ww——-: 1,883,874 : 1,841,912 : 1,869,167 : 2,758,263 2,533,894
Total 3,504,525

: 2,850,819

See footnotes at end of table.

2,820,967

2,864,096 :

3,738,724 .
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. Table I-6.—Iron castings: U.S. production, capacity,
and capacity utilization, by types, 1981-85—-Continued

Item : 1981 : 1982 : 1983 : 1984 : 1985

Capacity utilization (percent)

By producers of construction

castings: : : : :
Construction castings————— : 44 .4 40.3 44 .4 50.3 46.7
Other iron castings----—wm—: 74.7 . 60.8 63.9 74.1 : 68.0
Average : 60.2 : 51.0 : 54.4 62.3 : 57.5
By producers of pipe : : : : :
fittings: : : : :
Pipe fittings : 60.9 51.8 : 57.0 . 65.9 . 62.7
Other iron castings—————- - 86.5 : 80.1 : 83.1 : 91.9 : 90.2
Average : 79.9 : 72.2 : 75.7 : 84.6 82.3
By producers of compressor : : :
housings: - : :
Compressor housings 7/—-—--: 55.3 : 37.2 ¢ 47.2 : 60.4 42.9
Other iron castings 7/— — 54.2 . 38.2 52.1 : 67.7 61.7
Average : 56.7 : 3.1 53.5 : 72.1 ¢ 60.0
By producers of brake drums : : : :
and rotors: : :
Brake drums and rotors——————: 50.4 : 43.8 54.2 : 69.3 : 63.7
Other iron castings——— e 77.1 69.4 : 81.0 : 64.4 : 69.7
i

Average : 68.0 : 60.5 : 71.7 65.7 : 88.

1/ Information on rough and advanced production of subject products as well as
available data on units of production are presented in table E-1 in app. E.

2/ ¥ ¥ ¥; therefore, reported data for construction castings are understated and
reported data for other iron castings are overstated.

3/ Although ductile iron may be used to make compact fittings, considerable production
of ductile-iron pipe fittings are cast in noncompact gray—iron molds. During 1981-83,
virtually no ductile iron was cast in compact molds and less than one half of the
tonnage of ductile—iron pipe fittings produced during 1984-85 was cast in compact molds.

4/ Gray and ductile pipe constitute the bulk of the production of and capacity for
products other than pipe fittings. % % ¥, which shipped ¥ ¥ % tons of pipe in 1985, was
unableé to provide data on production and capacity for pipe at the facilities producing
pipe fittings; therefore, data presented are understated.

5/ The bulk of the production of products other than pipe fittings was of gray and
ductile pipe that was centrifugally cast on equipment unsuitable for the production of
pipe fittings. )

6/ ¥ ¥ % producers of compressor housings, which accounted for ¥ ¥ ¥ tons per year of
compressor housing production during 1981-85 and * ¥ ¥ tons of other iron castings,
elected to not allocate capacity to the production of specific products inasmuch as the
same equipment is used to produce all of their products. The total reported capacity of
these producers was ¥ ¥ ¥ tons during 1981-83, % ¥ % tons in 1984, and ¥ ¥ ¥ tons in
1985, ‘

7/ Computed from data of firms providing both production and capacity data.

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

Note.--Because of rounding, figures may not add to the totals shown.
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Construction castings.—U.S. production of construction castings
decreased from 162,313 tons in 1981 to 150,375 tons in 1982, or by 7 percent,
and then increased to 212,571 tons in 1985, or at an average annual rate of 12
percent. Rough castings accounted for the bulk of the total production of
construction castings throughout the period. Capacity to produce construction
castings increased at an average annual rate of 3 percent from 368,375 tons in
1981 to 399,469 tons in 1984 and then rose by 14 percent to 455,184 tons in
1985. Capacity utilization ranged from 40.3 percent in 1982 to 50.3 percent
in 1984.

Construction castings accounted for 35 percent of the production of all
iron castings by firms producing construction castings in 1981, 38 percent in
1982, 40 percent in 1983 and 1984, and 42 percent in 1985. Reported capacity
to produce construction castings as a share of capacity to produce all iron
castings similarly increased from 47 percent in 1981 to 52 percent in 1985.
Generally, the same équipment that is used to make the construction castings
is also used by the producers to make other castings. However, capacity
utilization for construction castings was significantly less in each year than
capacity utilization for all iron castings for these firms.

Pipe fittings.—U.S. production of castings of the subject pipe fittings
decreased from 103,213 tons in 1981 to 97,559 tons in 1982, or by 5 percent,
increased to 126,137 tons in 1984, or at an average annual rate of 14 percent,
and then decreased by 3 percent to 122,680 tons in 1985. Except for a dip in
1983, ductile increased its share of the total production of pipe fittings
from 10 percent in 1981 to 35 percent in 1985. The bulk of reported
production was of advanced castings throughout the period, accounting for
¥ ¥ ¥ to ¥ ¥ ¥ percent of the total. Capacity to produce cast—iron pipe
fittings increased from 169,587 tons in 1981 to 191,056 tons in 1983,
increased only slightly in 1984, and then rose to 195,773 tons in 1985,
Capacity utilization decreased from 60.9 percent in 1981 to 51.8 percent in
1982, increased to 65.9 percent in 1984, and decreased to 62.7 percent in 1985.

Pipe fittings accounted for about one-fifth of the production of all iron
castings by firms producing pipe fittings during 1981-85. Reported capacity
to produce pipe fittings as a share of capacity to produce all iron castings
increased from 25 percent in 1981 to 29 percent in 1985. The capacity
utilization for pipe fittings was significantly less in each year than the
capacity utilization for all iron castings for these firms. Most of the other
iron castings produced by producers of pipe fittings consist of water and soil
pipe that is centrifugally cast on molding equipment unsuitable for use in the
production of pipe fittings, and the pipe fittings are cast using molding
equipment unsuitable for the production of pipe. A few producers produce
other products on the same eguipment as the pipe fittings, for example,
cast—iron valve parts; however, these other castings are insignificant
compared with both the pipe and pipe fittings production tonnages.

Compressor housings.—U.S. production of compressor housings decreased
from 107,447 tons in 1981 to 73,505 tons in 1982, or by 32 percent, increased
to 116,141 tons in 1984, and then decreased by 29 percent to 81,979 tons in
1985. Annual capacity to produce compressor housings increased from ¥ ¥ %
tons in 1981 to ¥ ¥ ¥ tons in 1985. Capacity utilization of castings of
compressor housings decreased from 55.3 percent in 1981 to 37.2 percent in
1982, increased to 60.4 percent in 1984, and decreased to 42.9 percent in 1985.
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Compressor housings irregularly decreased as a share of the production of
all iron castings by firms producing compressor housings from 17 percent in
1981 to 13 percent in 1985. Reported capacity to produce compressor housings
as a share of capacity to produce all iron castings ranged from 15 percent in
1982 to 19 percent in 1985. Although some equipment may be used exclusively
for compressor housing production when there are enough orders, generally, the
same equipment that is used to make the compressor housings is also used by
the producers to make other castings. However, the capacity utilization of
compressor housings, which approximated the capacity utilization of all iron
castings by these firms in 1981, exhibited an increasing divergence until, in
1985 capacity utilization for compressor housings was 17 percentage points
lower than capacity utilization for all iron castings for these firms.

Brake drums and rotors.——U.S. production of castings of brake drums and
rotors decreased from 487,773 tons in 1981 to 428,559 tons in 1982, or by 12
percent, increased to 679,912 tons in 1984, or at an average annual rate of 26
percent, and then decreased by 9 percent to 618,496 tons in 1985. Over 52
percent of the units of rough brake drum and rotor castings produced during
1981-85 were for the OF market, as was over 89 percent of the production of
advanced brake drum and rotor units. Annual capacity to produce brake drums
and rotors increased from 966,945 tons in 1981 to 994,929 tons in 1983 and
decreased to 970,631 tons in 1985. Capacity utilization of brake drums and
rotors decreased from 50.4 percent in 1981 to 43.8 percent in 1982, increased
to 69.3 percent in 1984, and decreased to 63.7 percent in 1985.

Production of brake drums and rotors accounted for 25 to 28 percent of
the production of all iron castings by firms producing brake drums and rotors
during 1981-85. Reported capacity to produce brake drums and rotors as a
share of capacity to produce all iron castings was 34 to 35 percent during
1981-83 and dropped to 26 to 28 percent in 1984-85. Generally, the same
equipment that is used to make the brake drums and rotors is also used by the
producers to make other castings; however, if there are sufficient orders,
particular molding lines may be dedicated for long periods of time exclusively
to the production of brake drums and rotors. Although the capacity
utilization for brake drums and rotors was substantially less than the
capacity utilization for those firms tc produce all iron castings during
1981-83, in 1984, capacity utilization for brake drums and rotors exceeded
that for all iron castings, and in 1985 lagged by only 4 percentage points.

U.S. producers’ shipments

Construction castings.—U.S. producers' shipments of construction
castings decreased from 158,352 toms in 1981 to 152,426 tons in 1982, or by 4
percent, then increased at an annual rate of 14 percent to 197,738 tons in
1984; shipments continued to rise by 5 percent in 1985 (table I-7).
Construction castings was the only subject iron casting to experience an
increase in producers' shipments in 1985.

Pipe fittings.—U.S. producers' shipments of pipe fittings decreased from
99,736 tons in 1981 to 93,168 tons in 1982, or by 7 percent, increased at an
annual rate of 14 percent to 120,729 tons in 1984, and then fell by 3 percent
to 116,842 tons in 1985.
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U.S. producers® shipments, 1/

by types, 1981-8%

Item 1981 1982 1983 1984 1985
Quantity (tons)
Construction castings:
Intra- and inter- : : : :
company transfers—: Lz 2 R HE HEK . FHHE
Domestic shipments-——: ERR . Hu . FRE Ll akakad
Total : 158,352 152,426 170,599 : 197,738 208,544
Pipe fittings:
Intra- and inter— : :
company transfers——: KX¥ HAE wHA 11,376 12,335
Domestic shipments—: il HHE WA . 109,353 : 104,507
Total : §9,736 93,168 107,111 120,729 . 116,842
Compressor housings:
Intra- and inter- :
company transfers—: HHH L HEE HHH Hen
Domestic shipments-——: HHAR . WK . R ¥HHE FHHE
Total . : 106,911 74,564 89,572 : 114,776 . 81,874
Brake drums and
rotors:
Intra—~ and inter- : :
company transfers—: 213,220 174,711 209,821 279,420 252,632
Domestic shipments-——: 266,620 : 250,993 : 317,595 387,828 354,782
Total : 479,840 : 425,704 : 527,416 : 667,248 . 607,414
Value (1,000 dollars)
Construction castings:
Intra— and inter- : : : :
company transfers—. HE WX HHRE K R
Domestic shipments-—: HER fakakall HAR HER fakalal
Total : 103,785 101,015 113,253 133,441 143,525
Pipe fittings: :
Intra—- and inter-— : : : :
company transfers—: e EHE Eu 11,519 14,642
Domestic shipments——: R HHEE . KK, 142,052 : 153,830
Total : 124,255 . 113,467 . 131,259 . 153,571 ¢ 168,532
Compressor housings: : : :
Intra- and inter- :
company transfers—: *HE HHE *HH L WK
Domestic shipments -——: R AR . akakad R Rakakad
Total : 88,954 61,882 67,603 0,040 69,131
Brake drums and :
rotors:
Intra—- and inter- : : :
company transfers—-: 142,469 124,202 143,205 215,085 188,740
Domestic shipments-——: 178,097 : 167,555 203,435 : 254,722 . 242,911
Total- : 320,566 291,757 346,640 469,807 431,651

1/ Includes shipments within the United States (i.e., intra- and intercompany
transfers and domestic shipments); export shipments are presented in table I-8.

Source:
u.s.

Compiled from data submitted in response to questionnaires of the
International Trade Commission.
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Compressor housings.—U.S. producers' shipments of compressor housings
decreased from 106,911 tons in 1981 to 74,564 tons in 1982, or by 30 percent,
increased at an annual rate of 24 percent to 114,776 tons in 1984, and then
fell by 29 percent to 81,874 tons in 1985. Proportionately, compressor
housings experienced greater fluctuations in the quantity of shipments than
any of the other subject iron products during 1981-85.

Brake drums and rotors.-—U.S. producers' shipments of brake drums and
rotors decreased from 479,840 tons in 1981 to 425,704 tons in 1982, or by 11
percent, increased at an annual rate of 25 percent to 667,248 tons in 1984,
and then decreased by 9 percent to 607,414 tons in 1985. Shipments of brake
drums and rotors, the largest of any of the subject iron castings during
1981-85, accounted for 57 to 61 percent of the shipments of the subject iron
castings in each year. Brake drums and rotors are the only subject casting
with large intra— and intercompany transfers, ranging from 40 to 44 percent of
producers' shipments during 1981-85.

U.S. producers' exports

U.S. exports reported by U.S. producers of the subject iron castings were
small compared with the combined total of domestic shipments and intra- and
intercompany transfers (producers' shipments). Exports of construction
castings and compressor housings by producers, as a ratio to producers’
shipments, were ¥ ¥ ¥ percent during 1981-85 (table I-8). Exports by U.S.
producers of pipe fittings increased from 2,405 tons, or 2.4 percent of
producers’ shipments, in 1981 to 3,579 tons, or 3.8 percent of producers’
shipments, in 1982 and then decreased to 990 tons, or 0.8 percent of
producers' shipments, in 1985. The largest exports of the subject products by
producers during 1981-85 were of brake drums and rotors; such exports
decreased from 4,975 tons, or 1.0 percent of producers shipments in 1981 to
3,824 tons, or 0.9 percent of producers' shipments in 1982 and then increased
to 8,370 tons, or 1.4 percent of producers’® shipments in 1585.

Table I-8.-—Certain iron castings: U.S. producers' exports of domestic
merchandise, by types, 1981-85

Item : 1981 : 1982 : 1983 : 1984 : 1985

Quantity (tons)

Construction castings——: HRE Eaiara i KK LT RER
Pipe fittings—mmmme— 2,405 3,579 : 2,768 2,124 : 990
Compressor housings-———: L AR HXX KRR KRH

Brake drums and rotors--—: 4,975 3,824 4,970 . 7,056 . 8,370
‘ Value (1,000 dollars)

Construction castings—: RRR EAtara Etar RR¥E R
Pipe fittings—- 3,958 . 9,388 5,700 : 5,748 2,325
Compressor housings-———: ERE HAR KRR HHHE HHE

Brake drums and rotors—-: 12,244 6,439 8,299 . 10,514 : 11,862

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

U.S. producers’ yearend inventories of their own production of iron
castings are presented in table I-5. The ratios of these inventories to
producers’ shipments, including domestic shipments and intra— and intercompany
transfers, are also presented.

‘Table I-9.—Certain iron castings: U.S. producers' yearend
inventories, by types, 1981-85

Item : 1981 : 1982 : 1983 : 1984 : 1985

Quantity (tons)

Construction castings—: 39,011 : 36,113 : 35,736 40,580 43,274

Pipe fittings—-—mm 38,747 : 37,685 35,524 . 36,667 39,535
Compressor housings--—- — R 2,084 2,310 : LT Her

Brake drums and rotors—: 28,582 : 24,656 31,757 : 37,223 43,668

Share of producers' shipments 1/ (percent)

Construction castings—:

24.6 : 23.7 20.9 20.5 : 20.8
Pipe fittings— e —— 38.8 : 40.4 33.2 30.4 33.8
Compressor housings-——— : L 2.8 2.6 HER b
6.0 : 5.8 6.0 5.6 : 7.2

Brake drums and rotors—:

1/ Includes intra— and intercompany transfers and domestic shipments.

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

Construction castings.—Producers' inventories of construction castings
decreased from 39,011 tons in 1981 to 35,736 tons in 1983 and then increased
to 43,274 tons in 1985, The ratio of producers' inventories to shipments
ranged from 20.5 to 24.6 percent during 1981-85,

Pipe fittings.—Producers’ inventories of pipe fittings decreased from
38,747 tons in 1981 to 35,524 tons in 1983 and then increased to 39,535 tons
in 1985. The ratio of producers' inventories to shipments ranged from 30.4 to
40.4 percent during 1981-85. :

Compressor housings.—Producers' inventories of compressor housings
decreased from ¥ ¥ ¥ tons in 1981 to 2,084 tons in 1982, increased to * ¥ ¥
tons in 1984, and then decreased to ¥ ¥ % tons in 1985. The ratio of
producers’' inventories to shipments ranged from 2.6 to ¥ ¥ ¥ percent during
1981-85.

Brake drums and rotors.—Producers' inventories of brake drums and rotors
decreased from 28,582 tons in 1981 to 24,656 tons in 1982 and then increased
to 43,668 tons in 1985, The ratio of producers' inventories to shipments
ranged from 5.6 to 7.2 percent during 1981-85,
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U.S. employment and productivity

Data collected on employment, hours worked, wages paid, total
compensation paid, average hourly wages, and productivity are presented below
for each of the subject products. In some cases the producing firms were
unable to estimate the number of production and related workers and the
related hours, wages, and total compensation on a product basis since the same
workers produce several products, not just the subject products. For this
reason, in addition to employment information for the subject product, the
accompanying tables also contain employment information relative to the
production of all iron castings by reporting producers.

Construction castings.-—The average number of production and related
workers producing construction castings was 1,625 in 1981, decreased by 10
percent in 1982, and then increased at an annual rate of 6 percent to 1,722
workers in 1985 (table I-10). Hours worked by these workers likewise
decreased by 10 percent in 1982 and then increased by 7 percent in 1983, 10
percent in 1984, and 11 percent in 1985. Wages and total compensation paid to
production and related workers followed the same general trend. Hourly wages
paid to production and related workers increased from $7.10 in 1981 to $8.31
in 1984 and then fell to $8.06 in 1985. The output per 1,000 hours worked
increased by 3 percent in 1982, 6 percent in 1983, and 7 percent in 1984; in
1985, such output declined by 5 percent.

Pipe fittings.—The average number of production and related workers
producing pipe fittings was 1,698 in 1981, decreased by 7 percent in 1982,
increased by 4 percent in 1983 and by 1 percent in 1984, and then decreased by
8 percent to a period low of 1,505 workers in 1985 (table I-11). Hours worked
by these workers decreased by 8 percent in 1982, increased by 8 percent in
1983 and 5 percent in 1984, and then decreased by 2 percent in 1985. Wages
and total compensation paid to production and related workers decreased by 3
percent in 1982 and then increased by 36 percent to their 1985 levels. Hourly
wages paid to production and related workers increased throughout the period
from $6.27 in 1981 to $8.83 in 1985. The output per 1,000 hours worked

increased by 28 percent between 1981 and 1984 and then dropped by 1 percent in
1985. ‘

Compressor housings.—The average number of production and related
workers producing compressor housings was 1,040 in 1981, fell to 643 in 1983,
increased to 797 in 1984, and then decreased to 650 workers in 1985 (table
I-12). Hours worked by these workers and both wages and total compensation
paid them followed the same general trend as employment, falling between 1981
and 1983, increasing in 1984, and decreasing again in 1985. Hourly wages paid
to production and related workers increased throughout the period from $8.20
in 1981 to $9.42 in 1985. The output per 1,000 hours worked decreased by 4
percent between 1981 and 1982, jumped by 28 percent in 1983, and then dropped
by 5 percent from 1983 to 1985. '

Brake drums and rotors.—The average number of production and related
workers producing brake drums and rotors was 2,604 in 1981, fell to 2,318 in
1982, increased to 2,622 in 1984, and then decreased to 2,612 workers in 1985
(table I-13). Hours worked by these workers and both wages and total
compensation paid them followed the same general trend as employment, falling
between 1981 and 1982, increasing in 1983 and 1984, and decreasing again in
1985. Hourly wages paid to production and related workers increased
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Table I-10.-—Average number of production and related workers employed in
establishments 1/ of firms that produced construction castings, hours worked
by, wages paid to, and total compensation of such workers, average hourly
wages paid, and productivity, 1981-85 2/

Product : 1681 %82z 1983 1984 : 1985

Production and related
workers producing— : : : : :
Construction castings—! 1,625 1,465 1,530 : 1,680 : 1,722
All iron castings-————— — 5,085 4,575 4,474 4,822 : 4,744
Hours worked by production : : : :
and related workers

producing-—
Construction castings : : : : :
1,000 hours—-: 3,120 : 2,815 3,014 : 3,312 : 3,678
All iron castings————do——: g,758 7,851 : 8,192 . 9,264 : 9,703
Wages paid to production and : : : :
related workers
producing—
Construction castings : : : : :
1,000 deollars—: 22,163 : 21,042 . 23,616 : 27,512 : 29,649

All iron castings——-do -: 77,817 : 70,495 : 74,357 : 86,161 : 90,779
Total compensation paid to : : : :
production and related
workers producing—
Construction castings : : : : :
. 1,000 dollars-—: 26,533 : 25,428 : 28,414 : 33,538 : 36,254
All iron castings-——do 88,222 : 90,146 : 94,798 : 105,939 : 114,917
fiverage hourly wages of pro- : : : :
duction and related
workers producing— : : : : :
Construction castings————: $7.10 $7.47 : $7.84 $8.31 : $8.06
All iron castings———————-: $7.97 $8.98 $9.08 : $9.30 : $9.36
Output per 1,000 hours worked : : : :
by production and related : : :
workers producing— 3/ : : : : ~
Construction castings—tons—: 51.4 : 52.9 : 56.2 .
All iron castings—-—do—: 46.5 4.1 51.0 :

i 57.2
8 : 50.4

O.
2.

(&)

1/ The guestionnaire defined establishments as the facilities of a firm
wherein all iron castings (not just subject products of investigation No.
201-TA-58) are produced. Some firms have reported on a more narrow scope,
limiting the establishment to those facilities wherein subject products are
produced.

2/ Data presented for construction castings are for 22 producers that
together accounted for ¥ ¥ ¥ percent of construction castings production and
¥ ¥ ¥ percent of all iron castings production in 1985. Data presented for all
iron castings are for 23 producers that together accounted for ¥ ¥ ¥ percent
of construction castings production and ¥ ¥ ¥ percent of all iron castings
production in 1985.

3/ Based only on firms that reported both production data and data on hours
worked.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table I-11.—Average number of production and related workers employed in
establishments 1/ of firms that produced pipe fittings, hours worked by,
wages paid to, and total compensation of such workers, average hourly wages
paid, and productivity, 1981-85 2/

Product 1981 1982 1983 1584 1985
Production and related
workers producing-— : :
Pipe fittings 1,698 1,574 : 1,631 : 1,644 : 1,508
All iron castings———mm——— 5,286 : 5,135 : 5,139 : 5,277 : 5,112
Hours worked by production ’ : : :
and related workers
producing—- : : : : :
Pipe fittings-—1,000 hours-—: 3,265 2,734 : 2,966 : 3,113 : 3,064
All iron castings————dO=——- 9,992 : 8,836 : $,396 : 10,081 : 9,986
Wages paid to production and
related workers
producing-—
Pipe fittings : : : :
1,000 dollars-—: 20,501 : 19,908 : 22,996 : 25,367 : 27,069
All iron castings————do——: 77,336 : 80,087 : 88,295 : 97,549 : 98,953
Total compensation paid to :
production and related
‘workers producing—
Pipe fittings : : o :
1,000 dollars—: 25,322 : 24,544 : 27,796 : 31,063 : 33,275
All iron castings—--do—--: 100,766 : 104,255 : 113,121 : 121,606 : 127,773
Average hourly wages of pro- :
duction and related
workers producing-— : : : :
Pipe fittings ' $6.27 $7.28 : $7.75 $8.15 : $8.83
All iron castings-—em—— — $7.74 : $9.06 : $9.40 $9.67 $9.91
Output per 1,000 hours worked : : : : :
by production and related :
workers producing— 3/ S : :
Pipe fittings-—m- —tons-—: 31.6 35.7 : 36.7 : 40.5 : 40.0
All iron castings—-———do——--: 52.5 55.1 : 54.6 : 56.3

56.8

1/ The questionnaire defined

produced.

establishments as the facilities of a firm
wherein all iron castings (not just subject products of investigation No.
201-TA-58) are produced. Some firms have reported on a more narrow scope,
limiting the establishment to those facilities wherein subject products are

2/ Data presented for pipe fittings are for nine producers that together
accounted for ¥ % ¥ percent of both pipe fittings production and all iron

castings production in 1985,

3/ Based only on firms that reported both production data and data on hours

worked.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table I-12.-—Average number of production and related workers employed in
establishments 1/ of firms that produced compressor housings, hours worked
by, wages paid to, and total compensation of such workers, average hourly

wages paid, and productivity, 1981-85 2/

Product

1981

1982

1983

1584

1885

Production and related
workers producing-—

Compressor housings——m——:
All iron castings-——— R

Hours worked by production
and related workers
producing—

Compressor housings

1,000 hours—:
All iron castings--—-—-—do~———:

Wages paid to production and
related workers
producing—

Compressor housings

1,000 dollars—:
All iron castings—————dom——:

Total compensation paid to
production and related
workers producing-—

Compressor housings

1,000 dollars—:
All iron castings—— e Qe

fiverage hourly wages of pro—
duction and related
workers producing—-
Compressor housings—-
All iron castings-——e
Qutput per 1,000 hours worked
by production and related
workers producing— 3/

Compressor housings—-tons—:

All iron castings——do

8,821

1,882
16,036

15,436

$8.20 :

$8.92

42.8

1,040 :

142,892 .

20,126 :
174,737

40.4

818
6,541

1,306
11,143

11,107
105,811

15,173

136,052

$8.50
$9.50

643
6,258

1,208

11,820 ¢

10,882
125,391

14,869
154,371

$9.01
$10.61

50.1

50.7 :

787
7,050 :

1,507
13,819

13,616
147,443

16,231

178,247

$9.04 :

$10.67

650
6,213

1,128
11,822

10,627
129,905

15,377
158,171

§9.42
$10.99

1/ The guestionnaire defined
wherein all iron castings (not
201-TA-58) are produced. Some

produced.

establishments as the facilities of a firm
just subject products of investigation No.
firms have reported on a more narrow scope,
limiting the establishment to those facilities wherein subject products are

2/ Data presented for compressor housings are for 12 producers that together

accounted for ¥ ¥ ¥ percent of compressor housings production and ¥ ¥ ¥ _
Data presented for all iron

percent of all iron castings production in 1985.
castings are for 17 producers that together accounted for ¥ ¥ ¥ percent of

both compressor housings production and all iron castings production in 1985,
. 3/ Based only on firms that reported both production data and data on hours

worked.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table I-13.-—Average number of production and related workers employed in

establishments 1/ of firms that produced brake drums and rotors, hours

worked by, wages paid to, and total compensation of such workers, average
hourly wages paid, and productivity, 1981-85 2/

Product

1981

1982

1983

1984

1985

Production and related
workers producing-—

Brake drums and rotors—-——- :
All iron castings———————:

Hours worked by production
and related workers
producing— :

Brake drums and rotors

1,000 houtrs—:

All iron castings——do
Wages paid to production and
related workers
producing—-
Brake drums and rotors

1,000 dollars—:

All iron castings———do

Total compensation paid to

production and related
workers producing—
Brake drums and rotors

1,000 dollars—:

All iron castings-———do
Average hourly wages of pro—
duction and related
workers producing—
Brake drums and rotors
All iron castings-——m

Output per 1,000 hours worked :

9,251

$9.00 :
$9.39 :

by production and related :

workers producing— 3/
Brake drums and rotors

tons—:

-do

All iron castings

2,604
4,963 :

4,754

42,806 :
86,889 :

55,543
112,983

79.0
62.7 :

2,318 :
4,225

4,433
8,028

40,179
75,959

52,498 :
101,622 :

$9.06
$9.46 :

76.0 :
61.8 :

2,426 :
4,258 :

4,780 .
8,377 :

47,179
87,430 :

61,388 :
111,141 :

$9.87 :
$10.44 :

78.8 :

2,622
4,915 .

5,521

10,568 :

57,727 :

116,751

74,885
145,050 :

$10.46 :
$11.05 :

$7.5 :
79.4

2,612
4,822

5,296
9,919

55,863
113,204

74,583
142,916

$10.55
$11.41

1/ The questionnaire defined
wherein all iron castings (not
201-TA-58) are produced. Some

produced.

2/ Data presented for brake drums and rotors are for 14 producers that

establishments as the facilities of a firm
just subject products of investigation No.
firms have reported on a more narrow scope,
limiting the establishment to those facilities wherein subject products are

together accounted for ¥ ¥ % percent of brake drums and rotors production and
¥ ¥ ¥ percent of all iron castings production in 1985,
3/ Based only on firms that reported both production data and data on hours

worked.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission,
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throughout the period from $9.00 in 1981 to $10.55 in 1985. The output per
1,000 hours worked decreased by 4 percent in 1982, jumped by 24 percent in
1983, increased by an additional 4 percent in 1984, and then dropped by 2
percent in 1985.

Financial experience of U.S. producers

Most of the machinery and eguipment in the responding foundries within
which the subject products are produced is used in the production of more than
one product. Producers generally do not maintain complete income—and-loss
data on each preoduct line. Depending on the cost accounting system employed,
some costs are directly charged to a product line, whereas other costs are
allocated through various means. The basis used for allocating the various
costs and expenses to each product varied from producer to producer. There
are no perfect or standard methods for allccating manufacturing overhead costs
and other expenses, but each basis of allocation should have a logical and
close relationship to actual production practices in order to apply
appropriate or reasonable costs and expenses to each product. Generally, each
company uses allocation methods that are based on each firm's objectives for
cost control and other management needs, and that take into consideration the
cost—benefit rule for the company as a whole.

There. are fewer allocations of costs and expenses invelved at the level
of all iron castings operations than at the product line level. The same is
true for divisional operations compared with all iron castings operations.
However, there are still some allocations of corporate costs at the divisional
level. Hence, the income—and—loss data on different levels of operations that
are presented below for the responding firms are limited in their use as an
absolute measure of profitability. However, if each producer was consistent
from year to year in its bases for allocating costs (and there is no evidence
to the contrary}, the data presented in this section should reflect, with a
reasonable degree of accuracy, profit trends at each level of operations.

Financial experience of U.S. producers of construction castings. 1/—
Ninateen producers of construction castings, which together accounted for
¥ ¥ ¥ percent of reported production of construction castings in 1984,
provided the Commission with usable financial information. These data, which
include income—and-loss information and selected indicators of the financial
condition of the industry, are presented below. 2/

1/ Because of differences in product coverage, these data are not identical
to data reported in the recent title VII investigations on iron construction
castings. See discussion on p. I-2.

2/ Data for 13 firms are the same for construction castings and all iron
castings operations because they make only one cast-iron preoduct. Eleven of
these 13 firms made no special allocations to derive the reported data; 1 firm
allocated only its general, selling, and administrative (GS&A) expenses on the
basis of sales, and ancther firm allocated some of its factory costs and GS&A
expenses on the basis of estimated efforts expended on these product lines.
Three of the remaining five firms made no special allocations to derive data
on all iron castings operations; one firm made allocations for only GS&A
expenses based on sales dollars. Three of the five firms used standard cost
systems and, consequently allocated only variances on the basis of pounds
produced, whereas two firms allocated all manufacturing costs on the basis of
pounds produced. Most allocated their GS&A expenses on the basis of sales
dollars. -
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Construction castings.—Eighteen U.S. producers of construction
castings supplied usable income-and--loss data for 1981-84 and 17 producers
supplied such data for the interim periods ended December 31, 1984, and
December 31, 1985. Aggregate net sales of construction castings declined
slightly from $101.3 million in 1981 to $100.4 million in 1982, or by 1
percent, and then increased by 31 percent to $131.5 million in 1984
(table I-14). During the interim periods ended December 31, sales grew from
$109.3 million in 1984 to $116.0 million in 1985, or by 6 percent.

Aiggregate operating income fell faster than sales during 1981-82,
declining from $5.0 million, or 5.0 percent of sales, in 1981 to $4.2 million,
or 4.2 percent of sales, in 1982. In 1983, operating income increased by
47 percent to $6.2 million, or 5.6 percent of sales, then rose again by
50 percent in 1984 to $9.3 million, or 7.1 percent of sales. During the
interim periods ended December 31, operating income increased from
$8.3 million in 1984 to $8.8 million in 1985, representing an increase of 7
percent. The interim period operating margins in 1984 and 1985 were both 7.6
percent. Pretax net income margins (ratio of net income before income taxes
to net sales) followed a trend similar to the operating income margins, except
for a slight decline in the interim period of 1985.

Cash flow from operations decreased from $9.6 million in 1981 to
$9.0 million in 1982 and then increased to $13.6 million in 1984. Cash flow
rose to $12.9 million in the interim period of 1985 compared with
$11.6 million in the interim period of 1984. Operating losses were reported
by 7 of the 18 producers in 1981; such losses were sustained by 5 firms in
1982, 4 firms in 1983, and 3 firms in 1984. During the interim periods ended
December 31, operating losses were sustained by 3 of the 17 reporting firms in
1984 and by 5 of the 17 firms in 1985.

Aall iron castings.—4Usable income-and-loss data were received from
19 U.S. producers of construction castings on their operations producing all
iron castings for fiscal years 1981-84 and from 18 U.S. producers for the
interim periods ended December 31, 1984, and December 31, 1985. Reported net
sales of all iron castings by the responding U.S. producers fell from
$301.4 million in 1981 to $262.9 million in 1982, or by 13 percent, and then
increased by 33 percent to $348.7 million in 1984 (table I-15). During the
interim pericds ended December 31, sales increased slightly from
$304.4 million in 1984 to $305.6 million in 1985, or by 0.4 percent.

Aggregate operating income declined by 47 percent from $26.4 million, or
8.8 percent of sales, in 1981 to $14.0 million, or 5.3 percent of sales, in
1982, and then rose to $36.7 million, or 10.5 percent of sales, in 1984.
- During the interim periods ended December 31, operating income dipped by 14
percent, from $34.7 million, or 11.4 percent of sales, in 1984 to
$29.9 million, or 9.8 percent of net sales, in 1985. The pretax net income
margin followed the same trend as the operating income margin.

Cash flow from operations declined from $37.0 million in 1981 to
$23.4 million in 1982 and then rose to $29.9 million in 1983 and $45.4 million
in 1984. Such cash flow dropped to $36.1 million during the interim period of
1985, compared with $41.3 million during the interim period of 1984.

~ Operating losses were sustained by 8 of the 19 reporting firms in 1981
and 1982; such losses were reported by 4 firms during 1983-84. 1In both of the
interim periods, 4 of the 18 firms sustained operating losses. :
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producing construction castings, accounting years 1981-84 and interim periods ended
Dec. 31, 1984, and Dec. 31, 1985

Interim period

Item 1981 1982 1983 1984 ended D?C' L
1984 1985
Net sales: : : : : : :
Trade —mree-1 000 dollars—-: HEE HHEE HEE HEE *HX HRH
Intra—- and intercompany : : : : : :
transfers—-1,000 dollars—: HEH . HHH . HRH *HH HHE kel
Total do 101,345 : 100,361 111,102 : 131,464 109,297 . 116,048
Cost of goods sold do 78,529 : 76,958 : 83,973 : 99,686 : 81,880 : 87,040
Gross profit do--s 22,816 : 23,403 : 27,129 : 31,778 : 27,417 : 29,009
General, selling, and admin- : : : " :
istrative expenses : : :
1,000 dollars--: 17,790 : 19,173 : 20,918 22,459 19,157 . 20,180
Operating income do 5,026 4,230 : 6,211 ¢ $,319 ¢ 8,260 : 8,829
Interest expense 2/—— GO 381 ¢ 428 469 582 : 505 : 445
Other income 2/ do 908 : 667 : 585 : 725 : 688 206
Net income before income : : : : :
taxes 2/---——1,000 dollars-—: 5,553 : 4,469 6,327 : 9,462 : 8,443 8,590
Depreciation and amortization : ' : : : :
expense 3/ included above : : : : :
1,000 dollars—: 4,086 : 4,538 4,118 : 4,179 3,117 4,274
Cash flow from operations 4/ : : : : :
1,000 dollars—-: 9,639 : 9,007 : 10,445 : 13,641 11,560 : 12,864
fs a share of net sales: : : :
Cost of goods sold : : :
percent-—: 77.5 76.7 75.6 75.8 : 74.9 75.0
Gross profit do 22.5 23.3 24.4 24.2 25.1 : 25.0
Ceneral, selling, and
administrative expenses
percent—: i7.8 : 19.1 : ig.8 i7.1 17.5 : i7.4
Operating income do 5.0 : 4,2 ;. 5.6 7.1 7.6 : 7.6
Net income 2/ before income :
taxes percent—-: 5.5 4.5 ¢ 5.7 7.2 7.7 : 7.4
Number of firms reporting :
operating losses—mmmm———— : 7 5 : 4 3 3 5
Number of firms reporting : : : : :
net losses 7 7 : 5 4 4 ; 5

1/ These firms accounted for ¥ ¥ ¥ percent of reported U.S. production in 1984. There
are 17 firms reporting for both interim periods.

2/ ¥ ¥ ¥ firms, which accounted for ¥ ¥ ¥ percent of reported 1984 net sales, did not
provide the Commission with data on interest expenses and other income and expenses;
hence, net income before taxes may be overstated or understated.

3/ % ¥ ¥ firms, which accounted for ¥ ¥ ¥ percent of reported 1984 net sales, did not
provide the Commission with data on depreciation and amortization.

4/ Defined as pretax net income or loss plus depreciation and amortization expense.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table I-15.-—Income—and—loss experience of 19 U.S. producers of construction
castings 1/ on their operations producing all iron castings, accounting years 1981-84

and interim periods ended Dec. 31, 1984, and Dec. 31, 1985
Interim period
Item C 1981 1982 1983 1984 ‘—2nded Dec. 31—
: ) 1984 1985
Net sales: : : : : : :
Trade— 1,000 dollars—: H¥H K WK L HHuX HEE
Intra— and intercompany : : : : :
transfers—1,000 dollars—: Sakasalii HHH K, LakadadF K, HHH
Total do : 301,440 : 262,854 : 292,011 348,650 : 304,426 : 305,564
Cost of goods sold do : 238,959 : 210,816 : 231,105 : 268,761 : 232,671 : 235,107
Gross profit do . 62,481 52,038 : 60,906 : 79,889 : 71,755 : 70,457
General, selling, and admin- : : :
istrative expenses : : : : :
1,000 dollars——: 36,048 : 38,052 : 39,476 : 43,165 : 37,098 : 40,542
Operating income do ;26,433 13,986 : 21,430 : 36,724 : 34,657 : 29,915
Interest expense 2/———do——— 729 : 646 701 : 901 : 668 : 629
Other income 2/ do : 4,254 3,020 2,514 : 2,884 2,536 874
Net income before income : : : : :
taxes 2/-—-—1,000 dollars—: 29,958 16,360 : 23,243 38,707 : 36,525 : 30,160
Depreciation and amortization : ' : :
expense 3/ included above : : : :
1,000 dollars—: 7,087 : 7,068 : 6,685 6,681 4,808 : 5,954
Cash flow from operations 4/ . : : : :
1,000 dollars—: 37,045 : 23,428 : 29,928 45,388 : 41,333 36,114
As a share of net sales: : . :
Cost of goods sold : : : :
percent—: 79.3 : 80.2 : 79.1 : 77.1 . 76.4 76.9
Gross profit do : 20.7 : 19.8 : 20.9 : 22.9 23.6 : 23.1
General, selling, and : : :
administrative expenses : : : :
percent-—: 12.0 . 14.5 13.5 : 12.4 : 12.2 : 13.3
Operating income—— g Qe : 8.8 5.3 7.3 : 10.5 : 11.4 9.8
Net income 2/ before income : : : : :
taxes————o——percent—: 9.9 : 6.2 : 8.0 : 11.1 12.0 : 9.9
Number of firms reporting : : : :
operating losses—-m—mrm—— 8 : 8 : 4 4 4 4
Number of firms reporting : : :
net losses : 6 : 9 4 4 4 5

1/ These firms accounted for ¥ ¥ ¥ percent of
castings in 1984. There are 18 firms reporting

reported U.S. production of construction
for both interim periods.

2/ ¥ ¥ ¥ firms, which accounted for ¥ ¥ % percent of reported 1984 net sales, did not
provide the Commission with data on interest expenses and other income and expenses;
hence, net income before taxes may be overstated or understated.

3/ % % % firms, which accounted for ¥ ¥ ¥ percent of reported 1984 net sales, did not
provide the Commission with data on depreciation and amortization.

4/ Defined as pretax net income or loss plus depreciation and amortization expense.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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Total net sales of construction castings reported by 18 firms (see table
I-14) ranged between ¥ ¥ ¥ gnd ¥ % ¥ percent of total net sales of their all
iron castings during 1981-85. The income--and-—loss data on all iron castings
operations of those 18 firms that supplied such data on their construction
castings operations are summarized in the following tabulation:

Overall operations.-—Seventeen U.S. producers of construction
castings supplied financial data on their companies' overall or divisional
operations for accounting years 1981-85. Net sales declined annually from
$349.4 million in 1981 to $324.3 million in 1983, or by 7 percent, and then
increased to $399.4 million in 1985 (table I-16). Aggregate operating income,
which dropped faster than net sales, fell by 41 percent from $33.2 million in
1981 (9.5 percent of net sales) to $19.6 million in 1983 (6.1 percent of net
sales); such income rose to $35.4 million (9.5 percent of net sales) in 1984
and then declined to $32.1 million (8.0 percent of net sales) in 1985,
Aggregate pretax net income margins were higher than the operating income
margins but followed a similar trend.

Financial condition of U.$§. producers.—Key balance sheet
information and selected financial ratios of the 17 U.S. producers of
construction castings that provided income-and-loss data on their overall or
divisional operations are presented in table I-17.

A comparison of current assets with current liabilities provides an
indication of the ability of the company to pay its short—-term debts. One
such indicator is the ratio of current assets to current liabilities, commonly
known as the current ratio. The current ratio for the reporting producers
increased from 3.62 in 1981 to 3.92 in 1983 and then declined to 3.22 in 1984
and 2.81 in 1985. A current ratio of more than 2.0 is normally considered to
be strong. Another primary indication of short-run solvency is working
capital. Aggregate working capital increased from $74.9 million in 1981 to
$86.5 million in 1984, or by 15 percent, and then dropped by 14 percent to
$74.3 million in 1985. The net value of property, plant, and equipment
declined from $74.2 million in 1981 to $70.4 million in 1983 and then
increased to $90.4 million in 1985. Total assets increased by 17 percent
during 1981-85.

The ratio of debt to equity indicates the relationship between capital
provided by creditors and capital contributed by owners. A falling ratio
indicates a decline in total liabilities relative to total equity. The ratio
of debt to equity for the 17 firms declined by 28 percent during 1981-83 and
then increased by 22 percent during 1983-85,
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