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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.



-0

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.



-21~

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.
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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.



~390—

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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|

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
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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.

|
|






~53-

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<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>