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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC
Investigations Nos. 701-TA-287 (Preliminary) and 731-TA-378 (Preliminary)
CERTAIN ELECTRICAL CONDUCTOR ATUMINUM REDRAW ROD FROM VENEZUEIA 1/

4

Determinations
on the basis of the record 2/ developed in investigation No. 701-TA-287

(Preliminary), the Camission unanimously determines, 3/ pursuant to section
703(a) of the Tariff Act of 1930 (19 U.S.C. { 1671b(a)), that there is a
reascnable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports fram Venezuela
of electrical conductor aluminum redraw rod, provided for in item 618.15 of
the Tariff Schedules of the United States, that are alleged to be subsidized
by the Goverrment of Venezuela. o |

on the basis of the record 2/ developed in investigation No. 731~TA-378
(Prelininary), the Camission unanimously determines, 3/ pursuant to section
733(a) of the Tariff Act of 1930 (19 U.S.C. ( 1673b(a)), that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports from Venezuela
of electrical conductor aluminum redraw rod, provided for in item 618.15 of
the Tariff Schedules of the United States, that are alleged to be sold in the
United States at less than fair value (LTFV). | -

1/ For puposes of these investigations the term "electrical conductor
alumimm redraw rod" refers to wrought rods of aluminum which are electrically
conductive and contain not less than 99 percent of alumimm by weight.

2/ The record is defined in sec. 207.2(1) of the Comission's Rules of
Practice and Procedure (19 CFR { 207.2(1)).

3/ Ghairman Liebeler not participating.



Background

on July 14, 1987, petitions were filed with the Comuission and the
Departmert of Commerce by Southwire Company, Carrollton, Georgia, alleging
‘that an industry in the United States is materially injured or threatened with
material injury by reason of subsidized imports of electrical conductor
aluminum redraw rod from Venezuela and by reascn of ITFV imports of electrical
conductor aluminum redraw rod from Venezuela. Accordingly, effective
July 14, 1987, the Commission instituted preliminary countervailing duty and
anticdumping investigations to determine whether there is a reasonable
indication that an industry in the United States is materi‘ally injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports of such merchandise

Notice of the institution of the Commission's investigation and of a -
public conference to be held in connection therewith was given by posting
coplies of the rntiqe in the Office of the Secretary, U.S. Intermational Trade
Commission, Washington, DC, and by publishing the notice in the Pederal
Register of July 22, 1987 (52 F.R. 27593). The conference was held in
Washingtm, DC, on August 6, 1987, and all persons who requested the
opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION v
We determine that there is a reasonable indication that an industry in
tﬁe United States is materially injured, or threatened with material injury,
by reason of imports of electrical conductor aluminum redraw rod from
Venezuela that are allegedly subsidized and: allegaedty sold in the United

States at less than fair value (LTFV). .. . .. .

Like Product/Domestic Industry

The Commission is required to mako 1t9 “llke product" and "domest1cb
. - . ‘ y .

S

industry” determ1nat1on on a casenby—caso bas1s The 1mported product

under 1nvost1gat1on is electr1ca1 conductor a]umlnum redraw rod des1gned for

3/

use in the manufacture of electrical conductor wire and stranded cable. =

1/ Chairman Liebeler did not take part in these determinations.
2/ Section 771(4)(A) of the Tariff Act of 1930 defines "industry" as the
"domestic producers as & whole of a like product, or those producers whose
collective cutput of the like product constitutes a major proportiom: of the ¢
total domestic production of that product...." 19 U.S.C. § 1677(4)(A).  "Like - :
product“ is defined as "a product which is like, or in the absence of iike,
ost similar 1n characteristics and uses thh the article eubject to-
1nvest1gat10n Section 771(10); 19 U.S.C. § l677(10). SR
3/ Antidumping Petition at 22. The Department of Commerce's notlge of
investigation defines the scope of investigation as certain electrical
conductor aluminum redraw rod from Venezuela which is electrically conductive
and contains not less than 99 percent aluminum by weight as provided for in
TSUSA item numbers 618.1520 and 618.1540, 52 Fed. Reg. 29558 (Aug. 10, 1987),



Petitioner arques that the domestic like product is exclusively electrical
conductor aluminum redraw rod {"EC rod") and that aluminum reodraw rod intended
for mechanical, nonelectrical uses ("mechanical rod"), such as fencing and
screening, should not be included within the like product definition. 4/
According to petitioner, the primary distinguishing physical characteristic of
EC and mechanical rod .is the high degree of purity required of tC rod in order
to achieve optimal electrical conductivity. EC rod must be 99 percent or
greater aluminum by weight, 2/ while mechanical rod, which is often made
from scrap, has a higher alloy content. |

Respondents suggest that the like product 1nc1ude both EC and mechanical
rod . s/ They claim that 4 major producers other than Southwire can and do

switch back and forth between EC and mechanical rod production, and at a

“moderate cost." 4 Resppndents acknowledge that there are distinct uses

4/  Antidumping Petition at 22. Petitioner's Post—Conference Brief at 5-8.
5/ - Report of the Commission ("Report") at A-1; Patitioner's Post—Conference
Brlef at 6. .

6/ Transcr1pt of the conference ("Tr.") at 109. Respondents'
Post-Conference Brief, Exh. 1 at 30.

1/ Tr.-abt 109.



for the two products; 8/ however, they offer the analogy of car tires in
different sizes.. One car may need a 14-inch tire and another a 15-inch tire,
and, although the two tires are not interchangeabie, they are - manufactured in
the same manner and are one like product. =4

We find one like product cons1st1ng of EC rod Both petitionerS‘and
respondents agree that there are 1mportant phys1calvd1fferences between the EC
and mechanical rod. Also, therefls very_le}ted overlaplln‘rod uses as EC rod
could be used for soee limited mechanicel applications, but it is almost never
used in such a manner 10/ Mechanlcal rod is not acceptab]e for electrlcal
uses, ‘Lll wlth respect to the manufactur1ng character1st1cs, there is
ev1dence that a m111 des1gned to produce EC rod cannot be converted to produce

mechan1ca1 rod because EC rod rolllng mllls are not able to apply the force

' 12
necessary»to roll»mechan1ca1 rod alloys. f'/ However, it remains unclear as
to the ease or cost of switching from mechanica} to EC rodwproduction and back
again

Based on these 1mportant d1fferences 1n phy31ca1 characterlstlcs and

uses, we determ1ne that mechanical rod is not part of the like product.

8/ Id. at 133-34. Ih Venezuela, mechanical rod is apparently used to some
extent for electrical conduction. ;g. at 132,

9/ Tr, at 134.

10/ Petitioner Southwire states that less than one percent of its EC rod is
used for mechanical purposes. Tr. at 30. '

11/ Tr. at 132. Thus, respondent's car tire analogy is not apt. Unlike EC -
and mechanical rod, tires of different sizes perform the same Funct1on, albeit
on wheel rims of different sizes, and are manufactured 1n the same manner,

12/ Report at A-4. '



Therefore, the domestic industry consists of the domestic facilities of the
seven -companies that produced EC rod in the United States during the period of

investigation. 13/,

Cond1t10n of the Domestic Industrl

In determlnlng the cond1t1on of theﬂdomestlc 1ndustry, the Comm1331on
conslders, amonyg other factors;vdoneotxc consumptlon, U.S. production,
capacity, capacity utili;ation; snipnents,kemploynent, wages,vand
profitability. lﬁ/.v . o ) o | |
npparent U.é‘ conaumptlon of EC rod.dropped 18 percent from 1984 to
1986 . Consumpt1on Fell 10 percent dur1ng Januarywnarch 1987 compared wlth the
same perlod of 1986 lé/ _ 7
U S. productlon dec11ned from 363 275 tons in 1984 to 279 173 tons in
1985 a drop of 23 percent Dur1ng January-ﬂarch 1987 product1on fell 19
percent to 70, 243 tons from 86 648 tons dur1ng January-March 1986. Average o
capac1ty to produce EC. rod fell from 513 953 tons in 1984 to 503, 786 in 1986

During 1nter1m perlod 1987 average capaclty dropped 15 percent compared to

i

13/ For purposes. of these preliminary investigations; we have determined not
to exclude any domestic producers From the domestic industry as “related
parties' under section 771(4)(B); 19 U.S-.C. § 1677(4){B).. If these
investigations return to the Fomn15310n tor f1na1 1nvost1gat1on3‘ we w111
fully explore this issue. ' SE . : o

14/ 19 U.S.C. § 1677(7)(C)(111)

15/ Report at A-14, table 3.



. . . 16 . L . .
interim period 1986, s/ Capacity utilization remained low throughout the

17 ’ .
period.'_"/ Total domestic shipments dropped from 367,530 tons in 1984 to

305,023 tons in 1985 to 279,170 tons in 1986. 18/ Shipments continued to
drop in the interim 19861987 comparison from 86,269 tons to 72,581 tons.

The number of production and related workers employed by U.S. producers
of EC rod fell from 188 in 1984 to 147 in 1986, a dacline of 22 percent.
There was an additional 7 percenf decrease in employment in the 1986-1987
interim éomparison. Hours worked, and total compensation paid to these
workers followed the same declining trend as the other indicators. 19/
However, productivity improved markedly.

Six firms, accounting for virtually all domestic production of EC rod in
1986, furnished income—and-loss data on their operations producing EC rod. .
Total net sales (including both intracompany transfers and merchant market

e 1w A . N . . 20
sales) fell from $317.4 million in 1984 to $233.5 million in 1986, 20/

16/ Id. at A-14, A-15, table 4. -
17/ Id. Capacity utilization has moved downward from 67 percent in 1984, to
56 percent in 1985 and 55 percent in 1986. Capacity utilization was 63
percent in the interim 1987 period, compared to 65 percent in interim 1986.
18/ Id. at A-15, A-16, table 5.

19/ 1d. at A-17, A-19, table 7.

20/ A majority of EC rod is transterred in intracompany captive markets.
This proportion fell from 79 percent in 1984 to 70 percent in 1986, ' Report at
A-15. The merchant market consists of sales between unrelated companies,
whether or not the purchaser is another integrated producer. Respondents
state that the merchant and captive markets are equivalent and must be v1ewed
as a whole. Respondents' Post-Conference Brief, Exh., 1 at 31-32, -



. . 1
Sales fell 8 percent in interim 1987 compared to interim 1986. 21/ U.s.

producers reported operating losses of $1.1 million (~0.5 percent of net
sales) in 1985 compared to an operating income of $16.0 million (5.0 percent
of net sales) in 1984. 1In 1986, U.S. firms earned an aggregate operating

22/ The

income of $8.4 million, equivalent to 3.6 percent of net sales,
operating income margin was 1.4 percent in interim 1987 compared to 0.7
percent in interim 1986. Thus, there was @ distinct recovery in operating
income in 1986 and‘earlyA1987 over low 1985 levels. However, net operating
income in 1986 and interim 1987 was much lower in absolute terms and as

compared to net sales (less than 2 percent of net sales) than it was in 1984,

Based on the indications of poor performance discussed above, we find a

: . s \ . - 3
reasonable indication that the domestic industry is materially injured. 23/

Reasonable Indication of Material Injury by Reason of Allegedly Unfairly -
Traded Imports

In determining whether there is a reasonable indication of material
injury by reason of allegedly unfairly traded EC rod from Venezuela, the _

statute directs the Commission to consider the volume of imports, their -

21/ Id. at A~20, A~21, table 8. Net trade sales dropped 27 percent from
$99 8 million in 1984 to $73.1 million in 1985, then rose to $95.6 million in
1986, Such ‘sales increased by 8 percent to $27.9 million in interim period
which ended March 31, 1987, compared with $25.7 million in the same pariod of
1986. Id. ‘Intracompany transfers declined from $217.6 million in 1984 to
$143.5 million in 1985 to $138.0 million in 1986. In interim period 1987
intracompany transfers dropped from to $34.2 m11]10n from $42.1 million in
interim period 1986.

22/ Id.

23/ Vice Chairman Brunsdale finds that there was a reasonable indication of
material injury to the domestic industry based upon preliminary evidence.
However, she plans to examine this issue carefully in any final examination,
since there is some evidence of improvement in the domestic industry.
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effoct on prices, and their general impact on domestic producers of the like
product. 24/

Imports of‘EC rod from Venezuela ipcreased from 27,524 tons in 1984 to
56,477 tons in 1985, falling back somewhat to 50,022 tons in 1986. 28/ As a
share of U.S. consumptionf imports from Venezuela rose from 7 percent in 1984

to 15 percent in 1985 and remained at that level of market penetration in

26
1986. 26/ Imports in the first quarter of 1987 increased both in absolute

‘ : 27/
and relative terms over the levels in the first quarter.of 1986. ™~ The

increase in imports during the period of investigation occurred at a time of

24/ 19 U.S.C'§ 1677(7)(8B).

25/ Report at A—-27. Respondents argued that the Comm1331on should make a
was instrumental in the creation of Sural, the Venezuelan company accountlng
for the large majority of imports, and, therefore, Southwire was responsible
for its own injury. There are conflicting claims as to Southwire's control
over Sural's pricing policies. Southwire divested itself of its interest in
Sural in March 1985, It is unclear how relevant this prior ownership is to
the Commission's determinations. While Southwire is the only petitioner, it
is not the only domestic producer. The Commission’s determinations are based
on its assessment of the impact of the imports on the industry as a whole.
Furthermore, we note that imports in 1985 and 1986 were considerably higher
than in 1984, the last full year of Southwire's partial ownership of Sural.
26/ Report at A-27,

27/ There is some ev1dence of a fall in exports to the Un1ted States in the
interim period of 1987 as reported by the three Venezueclan producers of
aluminum rod. Report at A-9, table 1. (The large majority of the interim
data in this table is reported on a January to July basis.)
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falling domestic consumption 28/ and production. Thus, the drop in U.S:
production exceeded the'drop in U.S. consumption. We note that the l;rgest
4increase in imports occurred in 1985 coinciding with large price decreases and
a sharp decline in domestic industry protitability. -

Respondents argue that their increased sales are overwhelmingly to
inmtegrated U.S. producers 29/ who have shut down their rod mills due
indirectly to the low prices for primary aluminum. The low price for aluminum
led these companies to shut down their smelters., Once the smelters are shut
down, the nearby rod mills also shut down because rod mills must be near a
smelter to be economical. 30/ Therefore, respondents maintain it is
primarily the price of aluminum, combined with other market dynamics, that has
caused an increase in imports. Respondents also argue that declining
consumption:oF_ECVFod and the desike'by“dbmestic'produégrs to qtilize aluminum
smeltingvcapa;ity for othef higher yaiqeuaddéd brqduéts contributed to the

decisions to close rod mills and move out of downstream wire and cable

28/ Indications are that domestic consumption will either fall or stagnate
in the future. EC rod is used for production of electrical conductor wire and’
cable. High voltage transmission wire is the largest market for such
products. Due to the essentially complete electrification of the United
States, most EC rod currently produced (and the wire and cable made from it)
is aimed primarily at the replacement market.: EC rod is not used as heavily’
in the housing and building market, wheré copper wire is used roughly 90
percent of the time. Tr, at 30-31.

29/ Integrated production consists of smelters producing aluminum ingots,
rod mills turning such ingots into redraw rod, and wire and cable facilities
redrawing fthe rod into the end product.

39/ Respondents’' Post-Conference Brief at 7, Exh. 1 at 2, 17,

10
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. 31/
production.

There is obvicusly'a relationship between the price of‘aluminum\;ﬁd the
price of EC rod because aluminum accounts for a large part of the cost of
méking EC rod. 2/ There is also an obvious relafionship between the price
of aluminum and decisions to shut down smelters. However, this does not
explain why domestic wire and cable manufacturers who formerly purchased
(either intercompany or intracompany) from the closed mills began purchasing
EC rod from Venezuelan instead of domestic suppliers., The U.S. EC rod
industry, as a whole, operated at a low rate of capacity‘utilizatioﬁ~—'
throughout the period. 3/ Even assuming that it is uneconomical ‘to re-open
portions of productive capacity for small orders or short-term
contracts, 18/ there is considerable unused domestic capacity, and the
quantity of sales accounted for by imports from Venezuela represents a-
considerable portion of domestic consumption. 35/ An examination of the

available pricing data indicates that underselling by Venezuelan imports was

31/ Tr. at 75-76.

32/ Report at A-36.

33/ Report at A-15, table 4.

34/  Respondents' Post-Conference Brlet Exh. 1 at 13--15.

35/ Vice Chairman Brunsdale also notes that the alleged margins in thlS case
are high -— petitioner alleged a subsidy margin of over 70 percent and dumping -
margins ranging from 15 to 33 percent. Vice Chairman Brunsdale believes that:
the magnitude of the dumping or susidy margin is one factor, among others,’
that should be considered in determining whether unfair 1mports are a cause of
material injury. ‘

11
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' , 6/ :
most evident in 1985 for both open market prices = and direct

imports.,§Z/‘ Venezuelan underselling during 1985 coincided with a doubling
of subject imports, a large drop in U.S$. production and negative operating
income For U.S. production, iﬁ/

It also appears that the domestic price of EC rod has not risen to 1984
levels despite the rise.in the price of aluminum in the past year. 32/ This
may be due, in part, to thé_presence of increased.Venezuelan\impcrts.'ig/

In sum, we find thaf there.is a reasonable indication that the imports of

allegedly untairly traded EC rod from Veneczuela are causing material injury to

the domestic industry.

36/ Report at A-37, Table 14,
37/ Id. at A-41. See also Id. at A-40, fig. 2?2 and A-42, fig. 4.
(Comparison of U.S8. producers and U.S. importers net fabrication prices).

38/ Vice Chairman Brunsdale does not give weight to the "underselling"
evidence gathered thus far in these investigations. S$he notes that the price
information gathered in these investigations does not show consistent
"underselling." A numbar of the price comparisons between imports and the
domestic products reveal that imports have a higher nominal price, especially
in 1986 and 1987. Thus, she believes she has no basis to conclude that
imports had consistently lower nominal prices during the period of
investigation. She will neced to see in the tfinal investigation whether
unfairly traded imports have an effect on import prices resulting in an .
adverse effect on domestic. prices or sales. =

§2j( Rebort<at A-36-A-40. This may explain why the domeétic industry's
operating income recovered in 1986 from.a loss in 1985 but is below the 1984
levels both absolutely and relative to net sales. Id. at tables 8 and 9.

A0/  The relatlonshlp of EC rod prtces to alum1num prices wlll be axdmlnod
further in any final investigations,

12
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Reasonable Indication of Threat of Material Injury By Reason of Allegedly
Unfairly Traded Imports

In determining whether there is a Feasonab]e indication of a threat of
material injury, the Commission cohsideks, among otgef factors: (i) any rapid
increase in market penetration of the imports and the'Iikelihood that such
penétration will reach an injurious.levéi;>(2) ény Substantiél increase in
inventories of thevimbdrted product?r(3) the liké]ihood‘of ihcreéked imports
in the future because of increased capéciiy or‘éxisting uﬁdérutilizea éapacity
in the foreign country; and (4) the probabiiity‘thaf:futUEé imports will have
a price depressing or supbressiﬁé'eFfectbin‘the dbmé;fié ﬁarkét. A/

As discussed above, imports have incréased‘sighificantly during the
period of investigation. az/ While théfe wgs an 11 percént decrease from
1985 to 1986‘in absolute‘fefms, the m&rkéﬁ benetration Eate held at 15 percént
in those years, up from 7 percent in 1984, 13/ +her;'were bothvreiative and
ahsolute increases in the first quarter of 1987 compared to the first quarter
of 1986. Of importance in our analysis of import penetration rates is the

fact that the primary producer of Venezuelan EC rod, Sural, is purchasing U.S.

. e sas . A4 s
wire and cable facilities, the downstroam consumers of EC rod. —*/ This may

41/ 19 U.S.C. § 1677(7)(F). We note that export subsidies have been
alleged. We will consider this factor should the Department of Commerce
determine that such subsidies in fact exist, There is no potential for
“product shifting" as that term is used in 19 U.S.C. § 167’(/)(%)(1)(VIII)
42/ Report at A-27.

43/ Id.

44/ Tr. at 123-29.

13
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ensure market share for Venezuelan EC rod and may perinit sqbstantial
increases, a5/ |
There have bheen wide fluctuations in inventorjes qf Venezuelen EQ
rod. A6/ There was a sherp ipcreaserin jnventories at'the end of the first
quarter of 1987. In the event of any Final'investigations, we will reexamine
this issue to see 1f the 1ncrease in first quarter 1987 1nventor1es represents
a trend that will lead to substant1a1 levels of 1nventor1es
» With respect to capac1ty and capaclty ut1llzat10n in Venezuela, there is
some conflicting evidence and test1mony. .it appears, however, that in the
near future there will:be ipcreesee eapactty to‘produce EC rod in
Venezuela. A1/ We note that tpere are otperrmertets.avai]able for present
A8/

and potentially 1ncreased future productlon of EC rod rrnm Venecuela., —

However, the Venezuelan Lndustry is very export or1ented and the Unlted States

45/ . Respondents stated that they were also purchasing U.$. rod mills. -Tr.
at 123, However, testimeny indicates that it is not feasible to operate a rod
mill utilizing cold ingot transported any distance. Tr. at 106-07;
Respondents' Post-Cont'erence Brief at 7, Exh. 1 at 2. Thus, it appears
unlikely that Sural will become a domestic producer of EC rod. Sural has not
indicated plans to purchase any U.S. smelting facilities; however, they
potentially could purchase hot metal if there were adjatent smelters operated
by someone else. : :

46/ Report at A-26.

47/ Report at A-6-A-8. Little specific information may be discussed due to:

the confidentiality of individual company data and plans.,
48/ Respondents Post-Conference Brief at 17.

14



is the largest single market for Venezuelan exports. 29/ While the
Venezuelan industry's longer term program includes moving into higher value
products, the main priority at the present time apparently is production of
basic forms such as EC rod. 20/

There are indications that future imports may have a price suppressing
eftfect. As discussed in the previous portion of the opinion, the increased
levels of FC rod from Venezuela may have prevented EC rod prices from
increasing sufficiently fo oftset the recent increase in aluminum ingot
prices. However, this issue will warrant further examination in the event of
any final investigations.

Based on our analysis of the foregoing factors, we determine that there
is a reasonable indication that the domestic EC rod industry is threatened

with material injury by reason of the allegedly unfairly traded imports from

Venezuela.

49/ Report at A-9, table 1.
50/ Report at A-6. We also note that the Venezuelan government has
authorized expansion of aluminum production, which will increase supplies

potentially available for EC rod production. Id. at A-7-A-8,
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On July 14, 1987, counsel for Southwire Co., Carrollton, GA, filed
ccu.mtewall:l.ng and antidumping petitions with the U.S. International Trade
Camission (Commission) and the U.S. Department of Cammerce (Coammerce). The
petitions allege that an industry in the United States is materially injured or
threatened with material injury by reason of imports of electrical conductor
alumimm redraw rod 1/ ﬁmVernzuelaﬂaatareallegedtobesubsmlzedbythe
Govermment of Venezuela and sold in the United States at less than fair value
(ITFV) . Accordingly, effective July 14, 1987, the Commission instituted
investigations Nos. 701~TA-287 (Preliminary) and 731~TA-378 (Preliminary) under
the provisions of the Tariff Act of 1930 to determine whether there is a
reascnable irdication that an industry in the United States is materially
injured or threatened with material injury, or the establishment of an industry
in the United States is materially retarded, by reason of such imports.

Notice of the institution of the Commission's investigations and of a
conference to be held in cannection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. Internmational Trade Commission,

, DC, and by publishing the notice in the Federal Register of
July 22, 1987 (52 F.R. 27593). 2/ The conference was held in the Cammission's
hearing room on August 6, 1987, at which time all interested parties were
afforded the cpportunity to present information for consideration by the
Cammission. 3/

The Product

Description and uses

The product under investigation, electrical conductor (EC) alumimum redraw
rod, is a solid round product that is long in relation to cross section; 0.375
inch or greater in diameter; produced by contimicus casting followed by
size-rolling, or by rolling from EC-cast ingot; and suitable for drawing into
electrical conductor wire. 4/ Nearly all EC rod is mamufactured from EC alloy,
with a 99.45 percent alumirnum content and traces of other constituents such as
copper, magnesium, manganese, and titanium. Alumimum rod for electrical
conductor purposes must have an electrical conductivity specification of 61 to
62 percent of equivalent size copper conductor. 5/ The imported and damestic
products are generally interchangeable for specified uses, with product

1/ For purposes of these investigations, the term "electrical conductor
alunimm redraw rod" refers to wrought rods of alumimm which are electrically
conductive and contain not less than 99 percent aluminum by weicht, provided
for in item 618.15 of the Tariff Schedules of the United States (TSUS).

2/ COpies of the Comission's and Cammerce's Federal Register notices appear in
app. A.

_/AllstofWLtnesseﬁt&Sthyugatﬂmeconferencelsslmmapp. B.

4/ Aluminum Statistical Review for 1985, The Alumimm Association, 1986.

5/ Rhea Berk et al., "Aluminum: Profile of the Industry," Metals Week, 1982'A-1
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distinctions apparent in the purity of the alumimm alloy used for producing
alumimm rod. However, higher purity is not necessarily of benefit to a
manufacturer if customer specifications, such as tensile strength and
conductivity, can be met with a lower purity alloy at a lower cost. 1/

EC rod is an intermediate product that is generally drawn into bare EC
wire, which is then stranded together around a steel or aluminum core to form
bare alumimm stranded cable produced in AAAC (all-alumimum alloy conductor),
AAC (all-alumimm conductor), ACSR (alumimm conductor, steel reinforced), or
ACAR (aluminum oconductor, alloy reinforced). The mmerous types of cable are
designed to meet certain specifications for corrosion resistance and
strength-to-weight ratios, sag characteristics, and ampacity. The cable is
principally used in primary and secondary transmission lines, nearly 100
percent of which are alumimum, to distribute low- and high-voltage electrical
power generated by utilities. Since the United States is essentially
electrified, cable replacement for large transmission projects has become an
important market. 2/

Other secondary applications of EC rod are for use in electrical wire for
households or other buildings, and wire that generates an electromagnetic force
in electrical motors, solemoids, and other electramechanical devices. Although
EC rod can also be used in limited mechanical applications such as fencing,
screening, and screw machine stock, these are generally considered uneconomical
uses of the product since mechanical alumimm rod is specifically designed for
these applications; mechanical rod is composed of certain alloys that provide
the higher strength and flexibility required for this market. 3/ However,
mechanical rod cannot generally be used as a substitute for EC rod in the
electrical conductor market since its metallurgical composition (often scrap
metal) is not suitable to conductivity. 4/

Copper is the only other metal effective as an electrical conductor and
substitytable for alumirum. Although alumimm has an electrical conductivity
specification only €1 to 62 percent of the Internaticnal Annealed Copper
Standard, its lower specific gravity (less than one-third that of copper)
enables aluminum to conduct nearly twice as much electricity (or for twice the
distance) as copper for equal weights. Nearly all power transmission lines
utilize alumimm cable; the weight of copper inhibits its use in overhead
utility applications. 5/

However, copper is more campetitive with alumimm in the housing and
building electrical wiring market, where copper has traditionally been the
dominant material, acocounting for approximately 90 percent of the market. 6/
Price differentials often determine which material will be used in these

1/ Transcript of conference held in connection with investigations Nos.

701-TA-287 and 731-TA-378 (transcript), p. 42.

2/ Ibid., p. 31.

3/ Ibid., p. 30.

4/ Ibid., p. 132. Also see postconference brief on behalf of the Venezuelan
, Aug. 12, 1987, exhibit 1, p. 30,.

5/ Transcript, p. 36.

6/ Ibid., p. 42.
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applications; copper's current lower cost makes replacement with aluminum
econamically unviable. 1/ In addition, purchasers of alumimum electric wire
for motors have reportedly switched to copper. 2/

Manufacturing processes

Many domestic rod manufacturers are vertically integrated from the
smelting of raw materials to the production of rod, and some also strand wire
into cable. 3/ contnmzscastmgisthemstcmnlyusedprocessto
manufacture alumirum rod, primarily because of its energy efficiency.

To mamufacture the molten metal used in the contimicus casting process,
alumina is smelted in potlines, where electrical energy is passed throuch
carbon anodes suspended in alumimm pots to comwvert the dissolved alumina into
alumimm, which collects at the bottom of the pots, and oxygen, which cambines
with the anodes and is released as carbon dioxide. Alumina and electrical
energy are the two major components of alumimum production; each represents
approximately ane-third of the end product's cost.

The molten alumimum metal is transferred in ladles or sow (ingot) molds
from the aluminmm smelter to the rod mill, which is usually located adjacent to
a smelter to facilitate moving the molten metal to the casting equipment and to
eliminate the hicgh transportation costs and inventory levels associated with
alumimm ingot shipments. 4/ The molten metal is directed onto a thin steel
strip in a large casting wheel and cooled as the metal circles underground; it
then resurfaces as a contimuous solid bar. This cast section is then fed
directly into a rumber of rolling mills and draw benches where the bar is
reduced in size and drawn through dies into the proper rod size.

The process is essentially the same when rolling from cast ingot, but this
netrndrequimreheathgtheirgutbefommﬁmitthmxghablommmll
to reduce the ingot to the right size for rolling. This stock is again
reheated to the right rolling temperature before being fed into the rolling
mills and draw benches for further reduction and sizing. One stand-alone rod
marufacturer, Alcan's Williamsport, PA, facility, purchases alumimm bar from
its Canadian smelters to be used as rolling stock. S/

To transform alumimm rod into wire, it is then redrawn through ancther
series of dies to reduce its cross-sectiocnal dimension and increase its

1/ Ibid., p. 36.
2/ Toid., p. 107.
3/ Postconference brief on behalf of the Venezuelan industry, Aug. 12, 1987,
exhibit 1, pp. 2 ard 16.
4/ Ibid., p. 7. The importance of these cost savings can be attributed to the
low value added malmnlmmrodproductlon—mperca'rtorless of its total
cost—and the significant proportion of its cost attrlbutable to primary
aluminmm.
5/ Postconference brief on behalf of the Venezuelan industry, Aug. 12, 1987,
p. 7.
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lergth. 1/ Wire is stranded together to form cable, the largest ocutlet for
alumimnm wire, Wire is generally strarded around ane central or core wire,
thereby increasing the cable's size as more wires are concentrically stranded
arourd the core. Wire, and particularly cable, are higher value-added products
than rod because of the complexity of additional production operations
performed on wire ard cable ard their mamufacture to individual customer
specifications.

According to a U.S. rod mill marmfacturer, a rod mill designed to produce
EC rod cannot be canverted to mechanical rod production because its rolling
mills are not able to apply the force necessary to roll mechanical rod alloys,
vhich contain a higher level of magnesium for increased strength. However, a
mechanical rod mill could be adapted to produce EC rod since its alloys are
easier to roll. 2/ A mechanical rod mill that produces rod from scrap may
require upgrading to produce the level of purity and alloy specifications
required for EC rod. 3/ Several damestic rod mills have been reported to shift
production at a moderate cost between mechanical and EC rod to reflect changing
market conditions. 4/ However this shifting from mechanical to EC rod incurs
the costs associated with down time; for that reason, most rod marufacturers
prefer to specialize in ane type of rod. 5/

Conversion of an EC alumimm rod production line to EC and mechanical
copper rod production would require the replacement of furnaces to blend
different alloying agents and the replacement of rolling mill and
draw bench motors and drives with those of greater strength to attain a higher
degree of torque to make the ccpper rod. 6/

U.S. tariff treatment

U.S. imports of the EC aluminnm rod, hereafter "alumimm rod," covered by
these investigations are classified in item 618.15 of the TSUS. Although this
tariff category encampasses aluminum rod other than the electrical
conductor-type subject to the investigations, petitioner believes that
"a;bstantlally all, if not all, alumimm rod imported from Venezuela in recent
years is intended for use, ard used, in electrical applications." 7/ Imports

1/ 'meAllmmmnAssociatlondefmesmxeasasolndwmaghtpmductthatis
long in relation to its c¢ross section; square, round, rectangular, hexagonal,
or octagonal in shape; andwhosedlamterorgreatestperpendlaﬂard.lstance
between parallel faces (except for flattened wire) is less than 0.375 inch.
2/ Conversation with official from * * *, Aug. 11, 1987.

3/ Postconference statement of petitioner Scuthwire Co., Aug. 12, 1987,

e 7.

4/ Transcript, p. 109.

5/ Postconference brief on behalf of the Venezuelan industry, Aug. 12, 1987,
exhibit 1, p. 18.

6/ Transcript, pp. 40-41.

1/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, p. 5.
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from Venezuela classified in TSUS item 618.15 are currently assessed a
most-favored-nation (MFN) (col. 1) rate of duty of 2.6 percent ad valorem. 1/

Nature and Extent of Alleged Unfair Imports

The petitioner alleges that imports of alumimm rod from Venezuela are
being subsidized by the Govermment of Venezuela and, additionally, are being
sold in the United States at LIFV. The specific allegations presented in the
petitions, are briefly summarized below.

Allegedly subsidized imports

The petitioner specifies 16 programs that it believes confer subsidies,
bounties, or grants on exports of aluminum rod from Venezuela. The petitioner
believes that a full investigation of subsidy programs will reveal a net
subsidy well in excess of 70 percent. 2/ In its notice of initiaticn of
investigation, Commerce indicated that it will inwvestigate all but one of the
programs listed in the petition to determine whether or not these programs
constitute subsidies (app. A.).

Alleged sales at ITFV

The petiticner used foreign-market value to calculate alleged IIFV
margins. Two foreign-market values of aluminum rod were calculated by using
data on sales to Accevenca and CABEL, two Venezuelan electrical wire and cable
procucers. The U.S. price of aluminum rod from Venezuela was calculated using
Census Bureau (Census) import statistics. By camparing the Venezuelan
home-market prices on sales to Accevenca and CABEL with the F.A.S. value of
U.S. imports of aluminum rod fram Venezuela as reported by Census, petitioner

derived LIFV margins of 15.10 percent and 33.42 percent, respectively. 3/

1/ Imports from Venezuela qualify for duty-free entry into the United States
under the Generalized System of Preferences (GSP); such treatment, however, was
suspended because imports of Venezuelan alumimm rod had surpassed levels
allowed urder the program. Petitioner filed a petition with the Office of the
United States Trade Representative on June 1, 1987, seeking withdrawal of
duty-free treatment under the GSP for alumimm rod, wire, and cable from
Venezuela and several other countries. The rates of duty in col. 1 are MFN
rates applicable to imported products from all countries except those Communist
countries and areas emumerated in general headnote 3(d) of the TSUS, unless
eligible for preferential treatment as indicated in the Special rates of duty
colum by the symbcls "A" (GSP), "E" (Caribbean Basin Economic Recovery Act
(CBERA)), or "I" (Israel).

2/ Petition in investigation No. 701-TA-287, p. 24. ‘

3/ For a camplete discussion of petiticner's allegations regarding sales at
ITFV, see petition in investigation No. 731-TA~378, pp. 9-14.
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The Producers in Venezuela

The petitions named seven Venezuelan companies carrying out various stages

intheprochlctlonofprlmryalmmandahmummmd Aluminio del Caroni,
S.A. (Alcasa); Bauxita Venezolana C.A. (Bauxiven); Conductores de Aluminio del

Caroni, C.A. (Cabkelum); Industria de Conductores Electricos, C.A. (Iconel);
Industria Venezolana de Aluminio, C.A. (Venalum); Interamericana de Alumina,
C.A. (Interalumina); and Suramericana de Aleaciones Iaminada, C.A. (Sural).
Alcasa and Venalum, the two primary aluminmum producers in Venezuela, are in
part state owned. They operate under the holding conpany/develc;ment authority
Corporacion Venezolana de Guayana (CVG), which also owns iron ore, steel,
hydroelectric power, bauxite, and ferrosilicon cperations. Interalumina, also
operating as part of CVG, produces all of the alumina used in Venezuela.
Another CVG-controlled campany, Bauxiven, is developing Venezuela's bauxite
reserves and is expected to reach its full capacity of 3 million metric tons
per year by the second half of 1988. 1/ According to petitioners, sural,
Iconel, and Cabelum are believed to produce aluminum rod for export to the
United states. 2/

It is difficult to discuss the alumimm rod industry in Venezuela without
first discussing its alumimm industry. Aluminum is Venezuela's second largest
export after petroleum, and its alumimm industry is the fifth largest in the
world in terms of exports. Venezuela's alumimm industry is relatively new.
Venalum, for example, began operations in 1978; however, it is already the
second largest primary alumimm production plant in the free world. 3/ The
Venezuelan Goverrment owns 80 percent of Venalum, with the remaining 20 percent
held by a consortium comprised of Showa Alumimm Industries Itd., Kobe Steel
Itd., Sumitamo Aluminum Smelting Co., Mitsubishi Metal Corp., Ryoka Light Metal
Industries, and Marubeni Corp. Under a l0-year contract that expires in April
1988, these Japanese firms receive 60 percent of Venalum's actual yearly
production. Sural takes another 20 percent of its production, and the
remaining production is wder contract to a mmber of firms, including General
Motors Corp. and National Alumimm Corp. Enrique Castells, President and Chief
Executive Officer of Venalum, says that the Japanese are very interested in
switching to a joint-venture basis when the present contract expires. 4/ Mr.
Castells said that because of the country's ambitiocus smelter expansion plans,
Venezuela will have to find larger markets in the United States, Europe, and
Asia. Mr. Castells indicates that Venezuela's longer term program includes
adding fabricating capacity to upgrade the product mix, but the main priority
will be finding markets for ingot and other basic forms like rod, bar, and
extrusion billet. 5/

CVG has received Goverrment authority to expand aluminum production from
420,000 to 630,000 metric tons by 1988 and is currently studying a plan to

1/ Department of State airgram from the U.S. Embassy, Caracas, Venezuela,

July 11, 1986, p. 5.

2/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, at pp. 6-7.

3/ "Venezuela's Aluminum Plans," Mining Magazine, December 1986, p. 543.

4/ Roberta C. Yafie, "Wenezuela's Alumimm Industry Seeks to Upgrade World
Ranking," American Metal Market, Oct. 16, 1986.

5/ Bob Regan, "Venalum Seeking Agreements in Bid to Penetrate US Market,"
American Metal Market, July 1, 1987, pp. 1 and 16. A-6
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expand production to over 2 million metric tons by the year 2000, Alumimm
produced in this volume will provide 25 percent of Venezuela's total foreign

currency exchange income. 1/

Venezuela's 32-cent-per-pound production cost for alumimum is the world's
lowest. This compares to 51 cents in the United States and 44 cents worldwide.
There are several reasons for this substantial cost advantage. First of all,
Venezuela has the world's lowest cost electric power, 5 mils 2/ per kw as
compared with a U.S. average of 20 mils per kw and a worldwide average of 13
nils per kw. 3/ Unlike many other countries, the Venezuelan alumirmum industry
does not campete with household consumers for a limited amount of electricity.
'nmisisbecausethelomlpowerccupany'selectriccapacityisdevoted
primarily to industrial use. Because electricity costs can contribute nearly
one~third to the total smwelting costs of alumimm, Venezuelasaburxiantsupply
of low-cost electricity is an important resource.

Natural gas is also inexpensive in Venezuela. Alﬂnx;h natural gas is

relatively unimportant for smelting, it is important for the production of
finished and semifinished products such as alumirmm rod.

Although Venezuela has achieved its low-cost status by importing the
bauxite used in the production of alumirum, it will soon be able to use its own
damestic sources of bauxite. As mentioned above, Bauxiven is developing
damestic bauxite reserves, which, when fully operational, are projected to save
Venalum $25 million per year. 4/ Also contributing to the low cost is
Venalum's low debt-equity ratio. Its 0.88-to-1 debt-equity ratio is the lowest
in the world for the alumimm industry; the industry average is 2 to 1. 5/

Sural is Venezuela's largest private sector alumimm campany and its
largest private sector exporter. Of the three Venezuelan alumimm rod
producers named in the petitions, Sural is by far the largest exporter,
accounting for roughly 90 percent of total Venezuelan exports of alumimm rod
to the United States in 1986, 6/ Until March 1985, the petitioner, Southwire
Campanty, owned a 49-percent interest in Sural. 7/ Sural has two aluminum rod

1/ Enrique M. Castells, "Tamorrow's Alumimm Industry," paper presented to the
Venezuelan American Association and the Council of the Americas, in New York,
oct. 9, 1986. Skillings' Mining Review, Nov. 29, 1986, p. 5

2/ A mil equals one-tenth of a cent.

3/ Castells, op. cit., pp. 4-5.

4/ Yafie, op. cit.

5/ For a further discussion of the aluminum industry in Venezuela, see U.S.
Department of Canmerce, International Trade Administration, Alumirmm Mill
Products: Import Problem/Export Potential, July 1986, Washington, DC, pp.
60-68; Department of State airgram fram the U.S. Embassy, Caracas, Venezuela,
July 11, 1986; and petitions in investigations Nos. 701-TA-287 armd 731-TA-378,
exhibit 9 and exhibit 7, respectively.

6/ Transcript, p. 62.

7/ Petitions in investigations Nos. 701-TA-287 ard 731-TA-378, p. 7. For a
further discussion of Southwire's interest in Sural, see transcript, pp. 24-29,
63, and 75-83; postconference statement of petitioner Scuthwire Co., Aug. 12,
1987, pp. 38-45; and affidavit of Alfredo Riviere and Renda G. Butler, Aug. i.27,
1987. -
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mills; a "properzi mill," and a Southwire SCR mill similar to Southwire's
Hawesville, KY, mill. 1/

Sural and the more than 160 other private alumimm firms in Venezuela have
trouble buying as much alumimm as they would like from Alcasa and Venalum. A
_State Department airgram states that the problem stems from a multiple-pricing
system whereby Alcasa and Venalum receive more for export sales than they do
for damestic sales as a result of exchange rates and Goverrment export
boruses. A private company, Alusur, headed by Sural, plans to construct a
115,000 metric-ton-per-year smelter to supply Sural's rod and wire plant. It
wﬂlbecmmledwiﬂlasoooomic-tm-perbyearexpansiminwjxeaxﬂmd
capacity at Sural. Once started, these plans for expansion are expected to
take 3 years to camplete. 2/ Mr. Alfredo Riviere, President of Sural,
indicated that Sural has been expanding its capacity to produce mechanical
alumimm rod and contracting its ability to produce electrical conductor
alumimm rod. Sural is also interested in exparding its presence in the United
States through acguiring closed rod, wire, and cable facilities. One of the
reascns Sural wishes to establish rod facilities in the United States is
because it wishes to take advantage of utility markets closed to firms that
produce utility cable fram foreign-produced alumimm rod. 3/ * * %, 4/

* * * * * * *

Available information on the producers of alumimm rod in Venezuela is
presented in table 1.

1/ Transcript, p. 39.

2/ Department of State airgram from the U.S. Embassy, Caracas, Venezuela,
July 11, 1986, p. 4.

3/ Transcrlpt, pp. 123-130.

_/ %k *,
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Table 1

Alumimm rod: Venezuelan production, capacity, capacity utilization, domestic
shipments, export shipments to the United States, and exports to third
countries, by firms, 1984-86, interim 1986, and interim 1987 1/

Interim period--

Item 1984 1985 1986 1986 1987
Production:
Cabelum. s ccassaq0.8hort tons,. *kk dekk hkk hkk dedek
Iconel 2/.vseevccscscssssl0ec.. *hk dedk dedkk dedek hkh
Sural 3/ccceccassssesssesl0ca.,_*hk dkk dedk dedek Fekk
b L= - 1 I « '« I dedeck dededk hehd dedek
Percentage change...cccoceosee = dedese ek - dedek
Capacity:
Cabelum. s tsseeaess.SHOrt tons,, #*kk dedede dekek hhk Kok
Ioonel 4/cecescccsnccceeetOies, ki fekk kk Fehk dedese
SUral 5/ cvveeseacccssseel0ses. *hk hkdk dedek Fhk dedek
D e, - 1 T « '« T Gk dekeck dehk dekk fekok
Percentage chang€.veevssertacas = ddek dedee - Fedek
Capacity utilization:
Cabelum. . ccseseseeess peTCENt., *hk ek dekek Hkk dekk
Iconel. . icecevaceccsscseelOees. *hk dededk kdk dedek ke
SUral..icicaccccccsvesseelOses, *hk Fokk dedek dedede dedek
AVEIrag@.csesscnrcsccsssdoca. *hk dedek dedede dedede Ak
Domestic sales:
Cabelum, s« «vss0....8h0rt tons,, #*** ik dedee dedek dedk
ICONELl. v esecccacsnnssrsseB0uas. *ik dekk Fodek hkk ek
SUral 6/..ceesseccssesssalOn,es *ik hekk Fedek ek dededk
Total.icveacscossssoasedOcna. #hk dhhk dedesk Fededk dekd
Percentage chang€..cererrecesse = dedk dedede - kkk
Exports to the United States:
Cabelii...cceeee...8hort tons,, %k dokk Fedede Fdodke dedede
ToONRl.ecesaressssssnssee@Oue,, Hkk dkk dedede sk sk
Sural..ccevceccesscscsnseelOeee. Hkk dedede ek dedede dekk
Total.ccaececsesonsaneelOuasas *Hk L hhh dededk dedede
Percentage change...cceesseeses = Fededke Jedek - dhk
Exports to third countries:
CabeluM.cvessssss. . Short tons., *kk dedede Fedek dedede Fedek
Toonel.ceeeceeesrtsosocaceslOuee, *hk Fkdk kR dekk hedek
SUral.ccecceccsssrsossseeil0ea. %hk dedede kool dehdk e
Total.ceeaosrecvccessanestOies. *k% dedek dedede Fodede hkk
Percentage change..c.eeveeceess = hekk dekdke - dekk
1/ % * %,
2/ * k%,
3/ * %,
4/ * * *x,
5/ % & %,
6/ * * *,
Source: Campiled from data provided by counsel for Sural, Iconel, and Cabelum.
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U.S. Producers

There were seven producers of aluminum rod in the United States during the
period under investigation; Alcan Alumimm Corp. (Alcan) , Alumirnm Co. of
America (Alcoa), Essex Wire and Cable (Essex), Kaiser Alumimm and Chemical
Corp. (Kaiser), Noranda Alumirum, Inc. (Noranda), Reynolds Metals Co.
(Reynolds), and Southwire Co. (Southwire). The shares of 1986 damestic
producticon of aluminum rod accounted for by these producers and the location(s)
of their production facilities are shown in table 2.

In addition, there were several cther U.S. producers of alumimm rod in
the recent past; Anaconda, Capital Wire & Cable (Capital), ard Iocuisiana Wire &
Cable (Iouisiana). Staff was unable to contact Anaconda or Louisiana. Staff
contacted Capital to cbtain information regarding its production of aluminum
rod and the conditions surrourding its exit from the industry. * * %, 1/

Capital, located in Plano, TX, * * *, 2/ In its 1986 anmual report,
Capital indicated that it is not operating its contimuocus casting alumimm rod
mill because the price of alumimm rod is currently less than the cost to
purchase alumimm ingot and process it into rod. The petitions note that the
rod mill has been dismantled and shipped to Bogota, Columbia. 3/

Alcan Cable, Division of Alcan Alumipum Corp.——* * %, Alcan produces
alumiram rod at its rod mill in Williamsport, PA. It also produces alumimm
wire and cable at plants in Bay St. Louis, MS; Sedalia, MO; and Williamsport,
PA, * % &, 4/

Aluminmum Co. of America.—During the period of imwvestigation, Alcoa
produced alumimm rod at its plants in Vancouver, WA; Massena, NY; and
Rockdale, TX. Alcoa closed its smelter operations in Vancouver in June 1986.
This emelter was sold to Venalco, Inc., a campany formed by an independent
group of investors from Cambridge, MA. * * %, Alcoa also produces alumimm
cable in Massena and Vancouver. * * %, The American Metal Market reports that
Alcoa has set plans to withdraw from the alumimm rod business and sell its
cable production facilities in Massena, NY, and Vancouver, WA. It reports that
Alcoa has signed a letter of intent to sell these facilities to a newly formed
campany called Alutech. It also reports that at least one of the Alutech
investors is believed to be a Venezuelan. 5/

*
*
Petitions in investigations Nos. 701-TA-287 and 731-TA-378, pp. 49-50 and
, and pp. 39-40 and 44, respectively.

4/ * R &,

5/ Bob Regan, "Alcoa Aims to Ieave Conductor Business By Cable Units Sale,"
Anerican Metals Market, Jan. 20, 1987. * * *,

*
*

rRK

A-10



A-1l1

Table 2
Alumimmm rod: U.S. producers, their shares of total domestic shipments and
mill locations, by firms, 1986

Share of
reported total
damestic shipments
Firm in 1986 1/ Mill location(s)
—Percent—
Petitianer:
Southwire CHIPaNY..ceeees. k& Carrollton, GA. 2/
: Hawesville, KY.
Non~petitioning firms: :
Alcan Alumimm Corp. 3/... *&k Williamsport, PA.
Aluninum Company of
America 3/..ccceeeccccas Hhk Massena, NY.
‘ Rockdale, TX.
Vancouver, WA. 4/
Essex Wire and Cable 5/... %*&* Booneville, IN. 6/
Kaiser Alumimm and
Chemical COrp. 3/ceeee. *ki Tacama, WA.
Chalmette, IA. 7/
Norarda Alumimm, Inc.3/.. #** New Madrid, MD.
Reynolds Metals Co. 3/.... *&k Iongview, WA.
1/ Intracampany transfers and domestic shipments.
2/ * k&,
3/ ko
4/ * h ok,
5/ % % %,
6/ * & &,
T/ k kA,

Essex Wire and Cable.—Essex, located in Booneville, IN, * # *, 1/

Kaiser Aluminum and Chemical Corp.—-Kaiser's alumimm rod plant is located
in Tacama, WA. * * *, 2/ Kaiser also produces alumimm cable in Bay Minette,
AL; Portsmouth, RI; and San ILeandro, CA. 3/

Noranda Alumirmum, Tnc.——* * *, Noranda produces aluminum rod at a plant

in New Madrid, MO. Noranda operates an alumimm smelter at the same location.
* k&,

WEEER

2/ * k&,
3/ Also, see American Metal Market, June 30, 1987, and July 9, 1987. * * &,
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Reynolds Metals Company.--Reynolds produces alumimm rod at its plant in
ILongview, WA. Reynolds also operates an aluminum smelter at the same
location. It also produces aluminum cable at this location as well as a plant
in Malvern, AK. * * %, 1/ * % %, 2/ Reynolds owns a 15.75-percent minority
stake in the Venezuelan alumimm producer Alcasa. Alcasa recently acquired a
50-percent stake in Reynolds' alumimm plant in Mons, Belgium. Reynolds,
Gereral Motors, and Alcasa recently agreedtosetupajourtocmpanyin
Venezuela to produce ha.lf amllion alumimm wheel rims anmually for the U.S.
market. 3/

. Scuthwire Co.--The petitioner, Southwire, is the nation's largest
privately owned rod, wire, and cable producer. * * %, Southwire manufactures
copper and aluminum rod and electrical wire and cable. Southwire is also
irnvolved in a2 joint venture called National-Scuthwire Alumimm Co. (NSa) to
produce primary alumimm. * * *, NSA's alumimum smelter supplies Southwire's
Hawesville, KY, alumimm rod plant, which is located immediately next door.
Southwire receives approximately * * * short tons of alumimm a year from NSA.
* & ¥, NSA's smelter in Hawesville, KY, and Alcan's Sebree, KY, smelter
pxd:aseappmunatelympexcmtofﬂxepmrerpmdwedbyﬂleBigRivem
Electric Co., which is located in sight of the Hawesville facilities on the
Chio River. The two smelters pay some of the highest electricity charges in
the United States and have been facing higher rates as the financially troubled
utility struggles to ward off foreclosure proceedings by the United States -
Justice Department. 4/ Respondents allege that Southwire cannot campete with
otherlow-costproduoers both domestic and foreign, becauseofthehlgh
electricity costs paid by NSA's smelter. 5/

Southwire helped develop contimuous rod casting technology for the
alumimm and copper industries, Itspata'rtedSmxthmrecontimnzsRod(SCR)
are used worldwide. 1In fact, Southwire states that more than cne-half
ofalltheredrawrodconmm:edinthewestemworldismadeonwdifferent
Southwire rod systems in production in 18 countries.

** %, 6/ % & &, 7/ TIts Hawesville, KY, plant is currently its only
production facility for alumimm rod. Roughly * * * percent of its aluminum
rod production in 1986 was used captively at its wire ard cable plants in
Hawesville, KY; Carrollton, GA; and Flora, IL.

_]__/ * % % _

2/ * k%, ' : - ‘

3/ "Venezuela's Almm.mnn Ambltlons " Mining Journal, Dec. 12, 1986, p. 424.
4/ YAlcan, National Socuthwire Spa.red Higher Costs," Metal Bulletin, Mar. 24,
1987, p- 9, and "REA Move Clouds Big Rivers Rate Talks," Metals Week, May 11,
1987. For a further discussion of Big Rivers Electr:.c and the alumimm
smelters at National-Southwire and Alcan, see Metals , Nov. 17, 1986;
American Metal Market, Nov. 26, 1986; Metals Week, May ll 1987; and post
conference brief on behalf of the Venezuelan irxiustry, Mg. 12, 1987,
exhibit 2.

5/ Transcript, p. 76.

6/ Pmducer's questionnaire response, Southwire Co., Aug. 3, 1987.

_/ * * %k,
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U.S. Importers

Importers' questicnnaires were sent to 11 U.S. importers (nonproducers)
and 4 U.S. producers of alumimm rod (* * %, % * %, * % &, and * * %),
According to the U.S. Customs Service's net import file (ONIF), these companies
imported virtually all of the alumimm rod from Venezuela during the period
covered by the investigations.

Six of the importers responded to the questionnaire indicating that they
do not import the subject product from Venezuela. The remaining importers
(***;***;***;***;arﬂ***)retunﬁamletedjmrtersl
questionnaire. * * *,

* * * * * * *

Because the U.S. producers that imported alumimm rod, with few
exceptions, consumed the rod in the production of wire and cable, there were no
relevant selling prices to report and they reported imports in the
correspending section of the producers' questiormaire., Cambined imports by
***,***,***’ard***a(mmfor***,***'mﬂ***percen:tof
tatalreportedimportsof aluminm rod from Venezuela in 1984, 1985, and 1986,
respectively. During the January-March 1986 and 1987 interim penods these
U.S. producers' imports accounted for *# * * and * * * percent, respectively, of
total imports from Venezuela., For further information regarding such imports
of alumimm rod fram Venezuela, see the section of the report entitled "U.S.

producers' imports and purchases of imported alumimm rod."

The U.S. Market
Chanrels of distribution

As mentioned above, alumimum rod is an intermediate product that is
generally drawn into wire or cable. Most U.S. producers of alumimm rod have
facilities that also produce wire and cable. During the period under
investigation, the share of total damestic shipments of alumimum rod that was
captively consumed by U.S. producers of aluminmum rod in the production of wire
ard cable and other downstream products (as measured by intracompany
transfers), steadily fell from 79 percent to 69 percent (tables 5 and C-2).
Merchant market sales of alumimum rod are generally carried out by the U.S.

producers.,
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U.S. i

U.S. consumption of alumimm rod declined from 411,975 tons in
1984 to 339,051 tons in 1986, or by 18 percent (table 3). Apparent U.S.
consunption fell by 10 percent during January-March 1987 compared with that
during the corresponding period of 1986.

Table 3

Aluminnm rod: U.S. producers' damestic shipments and intracompany transfers,
inmports for consumption, and apparent U.S. consumption, 1984-86, Jamuary-March
1986, and January-March 1987

(Short tons)
U.S. U.S. U.S.
producers’ producers imports Apparent
damestic intracaompany for U.S.
Period _ shipments transfers consumption consumption
1984.ccceccsccse 77,419 290,111 44,445 411,975
1985.ccc00srsese 71,807 233,216 66,816 371,839
1986.c.esessesss 83,206 195,964 59,881 339,051
Jamary-March--
1986.eceeescs.. 25,125 61,165 11,921 98,211
1987 ccccessees 22,489 50,092 15,793 88,374

Source: Compiled from data submitted in response to questiommaires of the U.S.
International Trade Conmission.

Consideration of the Question of a Reasonable
Indication of Material Injury

ci: and city utiliza

U.S. production of alumimm rod declined fram 363,275 tans in 1984 to
279,173 tons in 1986, or by 23 percent (table 4). During Jamuary-March 1987
production fell 19 percent to 70,243 tons from 86,648 tons during Jamuary-March
1986. Average capacity to produce aluminum rod fell slightly between 1984 and
1986. Average capacity during Jamuary-March 1987, however, fell 15 percent
fram that during the corresponding period of 1986. Production and capacity
data by firm are presented in table C-1.
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Table 4
Aluminum rod: U.S. production, capacity, and capacity utilization, 1984-86,
Janary-March 1986, and January-March 1987

Js -March--
Item 1984 1985 1986 1986 1987
Production:
Quantity..... eeesss..ghort tons.. 363,275 300,166 279,173 86,648 70,243
Percentage chang@....ccceeveaes - =17 -7 - -19

Average capacity over pe:rlod.
Quantity..eese.....short tons.. 513,953 518,786 503,786 130,539 110,760
........... - +1 -3 - -15

Percentage change
Capacity utilization 1/. pe.rcem:. . 67 56 55 65 63

1/ Capacity utilization rates were calculated using data from firms that
provided information on both production and capacity. One firm, accounting for
between * * * arxd * * * percent of total domestic shipments (domestic shipments
plus intracompany transfers) during 1984-86, did not report information on
capacity.

Source: OCompiled from data submitted inrespmsetoqxﬁtimims of the U.S.
International Trade Comissicon.

U.S. producers' daomestic shipments and intracompany transfers

The quantity of U.S. producers' domestic shipments of alumimm rod
sporadically rose from 77,419 tons in 1984 to 83,206 tons in 1986, or by 7
percent (table 5). The value of damestic shipments also rose sporadically
during 1984-86, rising 3 percent over the period.. Unit values of damestic
shipments, however, fell 12 percent during the period.

The quantity of U.S. producers' intracompany shipments of alumimm rod
fell steadily from 290,111 tons in 1984 to 195,964 tons in 1986, or by 32
percent. The value of intracompany shipments fell 39 percent during the same
period. The percent of total domestic shipments of aluminum rod accounted for
by intracampany transfers (on a quantity basis) steadily fell from 79 percent
in 1984 to 70 percent in 1986.

Shipment data by firms are presented in table C-2.

U.s. 1 rts

* % % & % & and * * * were the only U.S. producers of alumimm rod that
reported exports during the period covered by the investigations. Exports were
equivalent to less than 1 percent of U.S. producers' shipments during each
period of the investigation. As shown in the following tabulation, exports of
aluminmum rod by these producers fluctuated widely during 1984-86:
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Table 5
Aluminum rod: U.S. producers' damestic shipments, intracompany transfers, and
total domestic shipments, 1984-86, January-March 1986, and Jamuary-March 1987

Jamuary-March——
Ttem 1984 1985 1986 1986 1987

Domestic market shipments:
Quantity.....s.....short tons.. 77,419 71,807 83,206 25,125 22,489

- =7 +16 - =10

Value.ceceoeanes 1,000 dollars.. 96,115 76,869 98,903 27,587 27,689
Percentage change.ccceesocecsss - -20 +29 - 1/

Unit value 2/..+0.....per ton.. $1,450 $1,174 $1,273 $1,245 $1,244
Percentage chang@...cceeceees - =19 +9 - 1/

Intraconpany transfers: 3/
Quantity...........short tons.. 290,111 233,216 195,964 61,165 50,092

Percentage chang@..ceceecceess - =20 =16 - ~18
ValuResoesesss.+1,000 dollars.. 405,960 280,570 246,676 74,682 63,596
Percentage chang@..cceveeaans - =31 =12 - =15
Unit value....eeeve..0per ton.. $1,399 $1,203 $1,259 $1,221 $1,270

Percentage change...... cssses - =14 +5 - +4
Total damestic shipnem:s :
Quantity...........short tons.. 367,530 305,023 279,170 86,290 72,581

Percentage change...cccceeevss - =17 -8 - =16
ValuReseoooennss 1,000 dollars.. 502,075 357,439 345,579 102,269 91,285
Percentage chang@..ceveccecece. - -29 -3 - -11
Unit value 2/.........per ton.. $1,409 $1,197 $1,263 $1,227 $1,262

Percentage change...ccaesssces - =15 +6 - +3

1/ less than 0.5 percent.

2/ Unit values were calcylated using data fram firms that provided information
mhcththequmatltyarﬂvalueofdmesticstupmentsardintmcmpany
transfers. * % *,

3/ U.S. producers of aluminum rod used various methods to value their
intracompany transfers. See report p. A-20.

Source: Campiled from data submitted in response to questiornaires of the U.S.
International Trade Comission.

U.S. producers' inventories

U.S. producers' yearend inventories of alumimm rod fell 32 percent during
1984-86. During the pericd covered by the investigations, inventories as a
percent of total domestic shipments fell from 4 percent to 2 percent, as shown
in the following tabulation:
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End of @lod Ratio of inventories to
inventories total demestlc Shlm 1/

Period ‘ (short tons) (percent)
1984, csctscsvncnccnrcnasnse . 13,767 4
1985..ccitecnscsnncnssssess 9,970 3
1986..cccccnes cessvennssass 9,393 3
January-March— . ' :
19864 s cenansseceancnnnnns 10,124 2/ 3
1987.................... 6,968 2/ 2

y'I'otaldanestic shipnentsequaldauesticmrketshlpuentsplusmtxacmpany
transfers. Ratics were calculated using data from firms that provided
information an both inventories and shipments.” One firm, accounting for -
betwem***a;rﬂ***percentoftotaldmestlc sh1pmentsdur1ng1984—-86, did
not report information on inventories. i

2/ Calculated on the basis of anmualized. shlpqents.

U.S. cers! rts and of imported aluminum rod

Four U.S. producers of alumirmmm rod (* % %, % % &, ***,and*;*)
reportedinportsofalumnnmrodfranVenezuela (tables) * & ok,

Pet1t1meraxguesthati:ttegmtedpmducemofmdarﬂcable,sud1as
Southwire, have had to import alumimm rod to remain competitive with companies
like Alcoa and Kaiser that have increasingly used imported alumimm rod in
their production of wire and cable. Southwire also conterds that U.S. -« -
producers have shutdown and dismantled their alumimum rod facilities and,
therefore, when Scuthwire's need for alumimm rod exceeds the production -
capacity of its Hawesville, K¥, rod facility, it has been unable to purchase
the needed rod from campanies such as Reynolds, Alcan, or Noranda, amd still
keep its costs in line to compete with Alcoa and Kaiser. 1/ -

Employment and wages

The mmber of production and related workers employed by U.S. producers of
alumimum rod fell fram 188 in 1984 to 147 in 1986, or by 22 percent (table 7).
Hours worked, wages, and total compensation paid to these workers followed a
similar trend during 1984-86. Productivity increased roughly 8 percent during
1984-86, but fell 7 percent during January-March 1987 compared with that in the
corresponding period of 1986. Unit labor costs fell in each period, fallmg 11 ‘
percent during the period under investigation. v

The production and related workers at four of the six U.S. producers
responding to the Commission's questiomnaire are represented by a union. These
four firms accounted for * * * percent of total domestic shipments of alumimm
rod in 1986.

1/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, appendix.
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Aluminmm rod: U.S.
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fram Venezuela, ard purchases of

producers
foreign-produced alumimm rod, by firms, 1984-86, January-March 1986, and

Janary-March 1987

Ttem

(Short tons)

Jamary-Marche-

1984 1985 1986 1986 1987
Imports from Venezuela: )/
AlCAN.eresssscassesassancnsonse NAE dkdk Hkk dekek dedede
AlCOBeecasosssssssssscnssncnsse WhH L L dedek fedede dedede
ESSEH 2/versesecscscsccssccnsss Wk Rk dedede dokk e
Kaiser 3/.cvvceececesesasacceas Wk Rk Rk ke Rk
NOXardA.cecoeecesacncsersacsess NWE dekvk Hdek dedek dekek
ReYNOLAS. . eesectccocccccscssracs HWH dekeke Hkk dekek edes
SOUthWire 4/ cveccecasssncascas Whk fadatad  hded o Redek
m....'........I......l-.- *** *** *** *** ***
Purchases of foreign-produced
aluminm rod from-—-
Venezuala
Alm..-..Ol....l..‘l.ll..... *** *** *** *** ***
Alm..--l.'..'.....l.l.l.ll- *** *** *** *** ***
ESSEX 2/ccececccecannresrnacs Wi dedl e dedede hik
KAlBErereeoteesocaccanennsans WK dedede Rk fekd dedeke
NOXANAA. s cccessssecsssscenees WK ik driek ik dkk
RAMOLAS. cccoocnrsosvnssnsonss Wk dedrk dekk dhk dedede
SOUtHWIre. ccoceeecanrrecsaaas Witk ek Hkk ek ek
TOLAL:veveeseassannassasess Hih dekke ek ik ooy
Other cauntries:
AlCAN.cccssvercrncscnsssnsses Wik dedek dedek dedeke dekek
AlCOAS5/sss0acesceccrsarssnes FhE dokk fekek ek ek
My.llll.......g...l...' *** *** *** *** ***
KaiSer..cieeeesasasccananaaes Wik ek ek ik ek
NOLANAA. c e e cseseconnasssssces Witk divk deek Rk ok
REYNOLAS. i cvseesocassrnonses WK ek diek Rk *kk
SOItIWIre. s seeeeecacccncasces Ktk pbtd e dedede ke
TotALl..eeescesaosoposcsnnes WhE dededke dededke Fedk fokdk

Source:

Compiled from data submitted in response to questiomnaires of the U.S.
International Trade Commission.
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Table 7

Alunimm rod: Average mmber of production and related workers producing
alunimm rod, hours worked, 1/ wages and total compensation 2/ paid to such
employees, and labor productivity, hourly campensation, and unit labor costs,
1984-86, Jarmuary-March 1986, and Jarmary-March 1987 3/

January-March--
Item : 1984 1985 1986 1986 1987
Production anxd related
workers:
B0 1117 = of 188 167 147 148 137
Percentage change...cccceeee - =11 =12 - -7
Hours worked by production :
and related workers:
Number..ceeeese.1,000 hours.. 400 335 297 83 74
Percentage change@...ecceeses - -16 =11 - -11
Wages paid to production
and related workers:
Value..seees.1,000 dollars.. 5,571 4,631 4,241 1,213 1,014
Perca'rtagechange - =17 -8 - -16
Total compensation paid
to production and
related workers:
Value........1,000 dollars.. 7,163 5,939 5,357 1,567 1,301
Percentage charnge..vseeanaee - C =17 ~-10 - =17
Labor: productivity: 4/
Quantity.....tons per hour.. 0.861 0.866 0.932 1.017 0.949
Percentage chang@..eveeeceess - +1 +8 - -7
Hourly coampensation: 5/
Valul..eesesnoanees eescscses 913,93 $13.82 . $14.28 $14.61 $13.70

Percentage chang@.cceeesenss - -1 +3 - -6
Unit labor costs: 6/ -
ValuB.seeseeeseesssper ton.. $20. 79 - $20.47 $19.35 $18.57 $18.52
Percentage chang@.cceescerse -2 -5 : - 1/

1/ Includes hours worked plus hours paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.

3/ Firms providing employment data accounted for * * % percent of total
damestic shipments of alumimm rod in 1986.

4/ Calculated using data from firms that provided information on both
production and hours worked.

5/ Based on wages paid excluding fringe benefits. Calculated using data from
firms that provided information on both wages paid and hours worked.

6/ Based on total compensation paid. Calculated using data from firms that
provided information on both total compensation paid and production.

7/ less than -0.5 percent.

Source: cunpuedfrundatasuhuttedinrespmsetoquesucrmalresofthems.
International Trade Conmission.
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Financial ence of U.S.

Six firms, accounting for virtually all U.S. production of alumimum rod in
1986, furnished income-and-loss data on their cperations producing alumimum
rod. * * %,

The aggregate financial data of the other five U.S. producers are
in table 8. A summary of financial data for each individual coampany
is shown in table 9. :

The aggregate net trade sales of alumimm rod dropped by 27 percent from
$99.8 million in 1984 to $73.1 million in 1985, and then rose to $95.6 million
in 1986, an increase of 31 percent from the 1985 sales level. Such sales
increased by 8 percent to $27.9 million in the interim period ended March 31,
1987, campared with $25.7 million in the corresponding period of 1986.

transfers of almn:.mm rod declined from $217,.6 million in
1984 to $138.0 million in 1986 and from $42.1 million in interim 1986 to $34.2
million in interim 1987. * & %,

Total net sales declined by 32 percent fram $317.4 million in 1984 to
$216.6 million in 1985, ard then increased to $233.5 million in 1986, still
below the level of 1984 sales. Such sales fell by 8 percent from $67.8 million
in the interim period of 1986 to $62.1 million in the interim period of 1987.

U.S. producers reported operating losses of $1.1 million, or 0.5 percent
of total net sales, in 1985 compared with an operating incame of $16.0 million,
or 5.0 percent of net sales, in 1984. In 1986, U.S. firms earned an aggregate
operating incame of $8.4 million, equivalent to 3.6 percent of net sales. ‘The
operating income increased from $458,000, or 0.7 percent of net sales, in the
interim period ended March 31, 1986, to $840,000, or 1.4 percent of net sales,
in the corresponding period of 1987.

Two. firms reported operating losses in 1984 ard 1986; whereas, three firms
sustained such losses in 1985. Only one firm suffered operating losses in the
interim period of 1987.

Income—-and-loss data on overall establishment operations are not presented
because * * *,

Investment in property, plant, and equipment.—Six U.S. producers provided
data concerning their investment in facilities employed in the production of
all products of their establishments, as well as in the production of alumirm
rod (table 10).. The aggregate investment for alumimum rod, valued at cost,
increased fram $38 0 million in 1984 to $41.1 million in 1986 and to $41.2
million in the interim period ended March 31, 1987. The book value of such
facilities increased from $15.6 million in 1984 to $16.2 million in 1985, then
declined to $15.2 million in 1986 and $14.9 million in the interim period ended
March 31, 1987.
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Table 8

Income-ard-loss experience of U.S. producers on their operations producing
alunimm rod, accounting years 1984-86, and interim periods erded Mar. 31,
1986, and Mar. 31, 1987

Interim period
ended Mar. 31--
Item 1984 1985 1986 1986 1987
Net sales
Trad@.cseeseseessssl, 000 dollars.. 99,777 73,105 95,564 25,737 27,859
Intracampany transfers......do.... 217,629 143,541 137,984 42,059 34,217
Total net saleSevecccesesd0.... 317,406 216,646 233,548 67,796 62,076
Cost of goods sold..ceeceeee..d0.... 295,831 212,881 219,192 65,764 59,835
Gross profit..cccceeccescsscecdOeee. 21,575 3,765 14,35 2,032 2,241
General, selling, and admin-
istrative expenses
‘ 1,000 dollars.. 5,556 4,840 5,961 1,574 1,401
Operating income or (loss)
1,000 dollars.. _16,019 (1,075) 8,395 458 840
Depreciation and amortization
expense included above

1,000 dollars.. 2,031 2,344 3,053 819 645

Cash-flow from operations.....do.... 18,050 1,269 11,448 1,277 1,485
As a share of net sales:

Gross profit......se.....percent.. 6.8 1.7 6.1 3.0 3.6

ing incame or (loss)..do.... 5.0 (.5) 3.6 o7 1.4

Cost of gocds S0ldeecceicses @Oeeee 93.2 98.3 93.9 97.0 96.4

trative expenses....... percent.. 1.8 2.2 2.6 2.3 2.3

Source: Campiled from data submitted in response to questionnaires of the U.S.
International Trade Camission.
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Table 9

Selected income-ard-loss data of U.S. producers on their operations producing
alumimm rod, by firms, accounting years 1984-86, and interim periods ended
Mar. 31, 1986, and Mar. 31, 1987 ‘

Interim period
Itenm 1984 1985 1986 1986 1987
Net trade sales:

AlCaN..ceee0.1,000 dollars., %&k - ek fekk Foksk ey
Alm-...l.l..ll.ﬂ....m-..l *** *** *** *** ***
Kaiger.ciceceossoseeecd@0ia,. Hik wokek dedek hkk Py
Nm.---...........‘m-... Rhkd Rekk khd *ekk Rk
SouthWire.ceececroocse@0,ees _WhE badadl ok Sk hkk

'I'Otal....--.....---cdoo... 99,777 73’105 95'564 25’737 27,859

transfers: -

Alcan 1/.....1,000 dollars.. %&* ki Hekk ik dedede
u@............-....m.'.. *** *** *** *** ***
ml.."‘...l......&.... *** *** *** *** ***
NoTanda 2/cccccsccscesdDiase Wh% ok fekede Fokd fekk
...I..-...-..m.ll. *** *** *** *** ***

C Total.veesocceoascsc@0.0ee 217,629 143,541 137,984 42,059 34,217
Total net sales:

Alcan........1,000 dollars.. *#& L dededk ok Rk
AlODA.cicecsssennnscessl0cee, Fhk i kkd hik 1]
mll..tl....loitttatttl *** *** *** *** ***
Norarnda..ceesccccnoeeclOie.. k& kkk ek ki *ik
SouthWire..ccececasnse@0c.. . _hik okl ekk hkk *kk

TotAl.ceeescassessssdo.c.. 317,406 216,646 233,548 67,796 62,076
Groes profit or (loss):

AlCAN..cae...1,000 dollars., #dk *hk hk Wk dekk
AlCOB. ccaoscsccensocalOiese Wk sk wkk tekk Rk
Kalselr.cceeesaccaceaue@Oie,, Whk Rk ik ik Ak
Noranda.cecesesescesssdOiess Whi ik Sk ik Heiek
SouthWire..oreevcaescsdOiees _HiH sk dkk i Hkk

TotAl.seeecocacossse@0usse 21,575 3,765 14,356 2,032 2,241
Operating inccme or (loss):

Alcan........1,000 dollars., *#** T ek Sk Rk
AlCOA. i ceesssssaceases@Oeeas WhE *elh hkk dedeke T ekk
Kaloer..cececieacacoeeedOioe. Wik fhk fokk fodek ra.
mrﬂa.....-.........&.... L 21 *k&k wedede hekedk *hd
m..........-.-do.... ool *hk ki wekd Rk
Total.ceccccccossse e 16,019 (1,075) 8,395 458 840

As a share of total net sales:
Gross profit or (loss):

AlcAN..ccciceeoscporoent,, #kk dkk ekk fedek hkk
AlCOBsessssosacscasalOiees WAW Rk hkk Rk dkdk
Kaisereeesceeccceees@Oise, ®k% L fokk ek T kkk
NOrandA.ecssesssceee@.ae. Wik dedede wkk ik fekk
Southwire..ceeeeseecc@0..., _Kkk ] ek Hokk ik
Total or average..do.... 6.8 1.7 6.1 3.0 3.6
Operating incame or (loes):
AlCAN.cececeaasspereent,, wkk ik wokk ik fodek
AlCOB.cecsscoscesasel0ias, WhH dekedk Rk *hkk Rk
FAlSer..oocaneeceeeel0iess WhR dkk T *kk fohk
NOFANKA. e e eeveecooselOisas WhE *k e S ki
Southwire. cceececeeel@0iee, _WEE Hkk kk fekk ok
Total or average..do.... 5.0 (.5) 3.6 7 1.4
1/ % k&,
2/ h kok,

Source: Compiled from data submitted in response to questiommaires of the U.S.
International Trade Commission. ’
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Investment in property, plant, and equipment and capital experditures by 6 U.S. producers
of alumimm rod, accounting years 1984-86, and interim periods ended Mar. 31, 1986, and

Mar. 31, 1987

(In thousands of dollars)

Interim period

ended Mar, 31--
Item 1984 1985 1986 1986 1987
Investment in property,
plant, and equipment:
All products of the
establishments:
Original COStieevevesoscnnsass Fhk bt d Ll d kk Fkk
Book value. ccaveeaaase eessaces WhE dededke kkk ke dekk
Aluminum rod:
Original cost...ecceveecsccnes 37,966 40,448 41,110 39,849 41,171
BOCK VALUB.eveseeecescansananse 15,643 16,226 15,214 15,761 14,897
Capital expenditures--
All products of the
establishments:
Iard and lard i R - kkk - ek
Building or leasehold
improvements....ccecceccecens 7,309 2,906 Hkk dedk Fkk
Machinery, equipment, and
llllllllllllll L N ] *** *** *** *** ***
Totaleeessesoccsccscacnssnss Hhk Li L 35,528 hkdk hkh
Alumimm rod:
Iarnd and lard improvements.... - - - - -
Building or leasehold
improvementS.scieecccencanns 989 - - - -
Machinery, equipment, and
fixturesS..cceeeecececscans  Rik 2,965 1,083 badadd 109
Total.seeeececcccassserssaes Fhk 2,965 1,083  ®k% - 109

Source: Campiled from data submitted in response to questiomnaires of the U.S.

Intermational Trade Comission.

Capital expendjtures.--Six firms furnished data relative to their capital
experditures for land, buildings, and machinery and equipment used in the mamufacture of
allpmductsofthereporthx;establls'mnentsarﬂmdz

alumimm rod. 'Ihesedataarealsopresentedintablelo.

1986 and from $* * * in interim 1986 to $109,000 in interim 1987.

tures for the manufacture of
Capital expenditures relative
to alumirum rod declined in each period, from $* * * million in 1984 to $1.1 million in

Almost all capital

expenditures were for machinery and equipment. Overall establishment capital expenditure
followed a trend similar to the alumimm rod capital expenditures, declining from 1984 to
1986, but increased in interim 1987, compared with such overall expenditures in interim

1986.
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Research and development.—-The same six firms supplied data concerning
their research and develcpment expenses for their alumirum rod operations, as
shown in the following tabulation (in thousands of dollars):

*® * * * * * *
* * * ® * * *
. of rts on U.S. ! investment ability to

raise capital.--The Cammission requested U.S. producers to describe and explain
the actual and poterntial negative effects, if any, of imports of alumimm rod
from Venezuela on their firm's growth, investment, and ability to raise
capital. Their responses are presented below.

Alcan.—* * %, "

Alcoa.—* * *,

Kaiser.—* * *,

Reynolds,——* * *,

Southwire.=—% * *,
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Consideration of the Question of a Reasonable
Indication of Threat of Material Injury

Section 771(7) (F) (1) of the Tariff Act of 1930 (19 U.S.C. § 1677(7) (F) (1))
provides that—

In determining whether an industry in the United States is threatened
with material injury by reason of imports (or sales for importation)
of any merchandise, the Commission shall consider, among other
relevant factors 1/—

(I) If a subsidy is involved, such information as may be
presented to it by the administering authority as to the
nature of the subsidy (particularly as to whether the
- subsidy is an export subsidy inconsistent with the
Agreement) ,

(II) any increase in production capacity or existing unused
capacity in the exporting country likely to result in a
significant increase in imports of the merchandise to the
United States,

(III) any rapid increase in United States market
penetration and the likelihood that the penetration will
increase to an injurious level,

(IV) the probability that imports of the merchardise will
enter the United States at prices that will have a
depressing or suppressing effect on domestic prices of the
merchandise

r

(V) any substantial increase in inventories of the
merchandise in the United States,

(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is
actually being imported at the time) will be the cause of
actual injury, and

1/ Section 771(7) (F) (ii) of the act (19 U.S.C. § 1677(7) (F) (11)) prov:Ldes that
"Any determination by the Comission under this title that an industry in the
United States is threatened with material .mjuxy shallbemdemthebasis of
evidence that the threat of material injury is real ard that actual injury is
imminent. suduadetemmatmnmaynotbemadeonthebasmofmenaccmectum

or supposition."

A-25



A-26

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign
manmufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchardise under investigation.

The available information on the nature of the alleged subsidies (item (I)
above) is presented in the section of this report entitled "Nature and extent
of alleged unfair imports;" the available data on foreign producers' cperations
(items (II) and (VI) above) are presented in the section entitled "The

in Venezuela;" and information on the volume, U.S. market
penetration, and pricing of imports of the subject merchandise (items (III) and
(IV) above) is presented in the section entitled "Consideration of the question
of the causal relationship between alleged material injury and imports from
Venezuela." Available information on U.S. inventories of the subject products
(item (V)) and on the potential for "product-shifting" (item (VIII)) follows.

U.S. inventories of alumimm rod from Venezuela

As shown in the following tabulation (in tons), U.S. importers and those

U.S. producers that imported and/or purchased imported alumimm rod, reported
broad changes in inventories of imported alumimm rod from Venezuela:

The potential for "“product-shifting®

The potential for "product-shifting" is not an issue in these
investigations since there are no known products subject to investigation(s) or
to final orders that use production facilities that can be shifted to produce
EC aluminum rod. The staff, however, offers the following comments on the
manufacturing process. As noted in the section of the report entitled
"Mamfacturing processes" (p. A-3), a rod mill designed to produce EC rod
cannot be converted to mechanical rod production. A mechanical rod mill,
however, could be adapted to produce EC rod (p. A=4).
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Consideration of the Question of the Causal Relationship Between
Alleged Material Injury and Imports from Venezuela

U.S. imports 1/

Venezuela is by far the largest source of alumimm rod imported by the
United States, accounting for 84 percent of total U.S. imports of alumimm rod
in 1986. Imports of alumirmum rod from Venezuela increased from 27,524 tons in
1984 to 56,477 tons in 1985, or by 105 percent (table 11). In 1986, imports of
aluminum rod fram Venezuela fell to 50,022 tans, or by 11 percent from 1985
levels., During Jamuary-March 1987, imports from Venezuela increased 34 percent
fram imports during the correspording period of 1986, to 13,149 tans.

Market penetratjon

As a share of apparent U.S. consumption, imports from Venezuela rose from
7 percent in 1984 to 15 percent in 1985 and 1986 (table 12). During
Jamuary-March 1987, imports from Venezuela acocourted for 15 percent of apparent
consumption, up from 10 percent during the corresponding period of 1986.
Calculated on the basis of value, market penetration by imports of alumimm rod
from Venezuela followed a simjlar trend.

1/ Aluminmm rod is an intermediate product generally used in the production of
electrical wire and cable. Data on shipments and imports of alumirnm wire and
cable are presented in app. D.
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Table 11
Alumimam rod: 1/ U.S. imports for cansumption, by principal sources, 1984-86,
Jarmary-March 1986, and Jarnnxy—Ma:rch 1987 2/

— Jaruary-March-—
Source 1984 1985 1986 1986 1987
Quantity (tons)
Venezuela. ..oeerescescasesenss 27,524 . 56,477 50,022 . 9,836 13,149
Argentind...ccceiecenionseeas. 1,648 1,350 2,945 3os 741
Yugoslavia..vecieeeecsansiness 3,011 2,263 1,468 302 317
mitd Kim..IIDIODIIIOIOOI 541 : 729 1,392 7 ! 282 524
Belgium and Diaxembourg........ 1,681 1,553 1,153 187 624
Brazil.cccececoceccssacsseeass 6,747 1,360 620 - 153 79
mm.ooooo...o.o.o-o_.n-oo-o- ) O - 131 448 105 104
FYanCe..ccoeeasscsoscssasnsoess 1,107 646 445 97 66
Spain.cecececscccccccaccssanss 146 489 365 192 0
All other.iccecscccccsacecscans 3 18 2 369 188
m..............l....ll 88 7 3
Value (1.000 dollars) 3/
Venemela..................... 43 183 61 513 61, 495 11,142 15,922
mim.--.-.oloooollooo.oll 3 596 »’ 2 532' 4,597 ) 705 1,412
YUJOBS1AVIA . coeveeecercaccnans 7619' ‘ 5085 3,269 715 684
United Kingdom. cesceceecscnsen '2,‘02‘8” +2,565 5,559 - 864 1,844
Belgium and Lixenbourg........ 3,988 3,019’ 2,234 364 1,250
Brazil..sveeescscncsseoseseess 11,934 2,040 1,032 242 129
mm-ooooo-oony-o-ocnvsoo.-- - 228 760 173 186
Prance..ccceeccecsscacassacees 2,371 1,261 932 19¢ 121
Spain....u................... 365 1,082 830 424 -
All other.iivssscccstaessesenes 6,414 4,819 2,721 932 492
’Ib'tal...........-....--... §l¢49§ §4|J4i - 53_142_2 __.___lﬁ;lil___zl‘.%_o
Dnit value (per ton)
VeneZuBla..ceeccocasasessannsss $1,569 $1,089 $1,229 $1,133 $1,211
Argentind...e.eeeeeeecsncosess 2,182 1,876 1,561 1,771 1,906
18eseerenscsnasooaness 2,530 2,247 2,227 2,368 2,158
m]itd m........l....ll. 3'749 3'519 3,994 3'0“ 3’519
Belgium and Liembourd...ee.ee 2,372 1,944 1,938 1,947 2,003
Brazile..ceeeeecessnanseancess 1,769 1,500 1,665 1,582 1,633
Talwan...eeeesesccsssccsccnsns - 1,740 1,696 1,648 1,788
FraNCR.crrenrrscesscssssencses 2,142 1,952 2,094 1,959 1,833
Spain...cceceresnesscsascsascss 2,500 2,213 2,274 2,208 -
All other...ccieeescecccsonnees 3,146 2,651 2,662 2,526 2,617
Average....ccocveesseenses 1,834 1,259 1,392 1,321 1,396

1/ Includes imports under TSUSA items 618.1520 and 618.1540.

2/ Because of a lag in reporting, official import statistics include some
Ycarry-over! data for merchandise imported, hut not reported, in prior periods
(usually the previous month). Begirning in 1987, Commerce exterded its monthly
data campilation cutoff date by about 2 weeks in order to significantly reduce
the amant of carry-over. Therefore, official statistics for Jamary 1987
include data that would previously have been carried over to February 1987.
However, in order to avoid an apparent overstatement of the Jarmary 1987 data,
the carry-over data from 1986 that would have been included in January 1987
official statistics as of the previous cutoff date have been excluded.
Commerce isolated these 1986 carry-over data and has not included them in =
official statistics for 1986 or January 1987, since their inclusion in edither
periodwculdmsultinanapparantwe.mtatmt With respect to imports from
Venezuela, this carry-over amonted to 3,151 tons, with a C.I.F.

value of $3.751 million. 'Ihe carry-over of total imports amounted to 3,287
tons, with a C.1I.F. duty-paid value of $4.031 million.

3/ Dmport values are C.I,F. duty-paid values,

Saurce: Campiled fram official statistics of the U.S. Department of Commerce.
Note.~~Because of rourding, figures may not add to the totals shown.
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Table 12

Aluninum rod: Apparent U.5. consumption, imports, and market penetration,
calculated on the basis of quantity ard value, 1/ 1984-86, Jamary-March 1986,
and Jaruary-March 1587 2/

Jamuary-March—
Source _ 1984 1985 1986 1986 1987
Total apparent U.S.
consamption:
Quantity..ceceveea. . toms.. 411, 9‘75 371,839 339,051 98,211 88,374
Fercentage change...ceeees =10 -9 - =10
Imports £rom Venezuela: - _ _
mty.-..o--.-oo.m-o 27'52‘ 56,477 “'022 . 9,836 131149
Percentage change..cceceee - +105 -11 - +34

Imports from all sources:
Quantity.ccccieeestons.. 44,445 66,816 59,881 11,921 15,793

ChANCB. ccovsoes - +50 =10 - +32
Market penetration by
imports from Venezuela 3/ ,
peaxrcent.. 7 15 15 . 10 15
Market penetration by
inports from all sources
pexrcent.. 1 18 18 12 18

Total apparent U.S.
consurption:
value......1,000 dollars.. 583,573 441,583 429,008 118,020 113,328

m m- tsssesese - -24 -3 - -4
Imports from Venezuela:

valus.....+1,000 dollars.. 43,183 61,513 61,495 11,142 15,922

WMnooooocoo - +42 ‘/ - +43

Imports from all sources:
Value......1,000 dollars.. 81,498 84,144 83,429 15,751 22,040

mmooononlo. - +3 "1 - +40
Market penetration by
imports from Venezuela
.e 7 14 14 9 14
Market penetration by
imports from all sources
percent.. 14 20 20 13 19

1/ Import values are C.I.F., cuty-paid values.

2/ As noted in table 11, footnote 2, same carry-over data have been excluded
from 1986 and Jamuary 1987 official statistics. Including these imports in
Jarmary-March 1987 figures would result in a total apparent U.S. consumption of
91,661 tons, valued at $117.356 million. The resulting market penetration by
iwports from Venezuela would be 18 percent, calculated on the basis of
quantity, and 17 pervent, calculated cn the basis of value.

3/ Respondents argue that U.S. Census Bureau Statistics misstate the actual
volume of imports, and that using exports to the United States by the 3
producers of aluminm rod in Venezuela are more realistic. (See postoonference
brief on behalf of the Vanezuelan industry, Aug. 12, 1987, p. 29.) As sehown in
table 1, Venezuelan experts of alunimm rod to the Unitaed States cduring 1984-86
were ¢# ® # tong, % & % tong, and * & * tons, respectively. Using such data,
market penetration by imports of alumimm rod from Venezuela during 1984-86 was
*t*pem-wnt,it*pa:th and % # + percent, respectively. Because the 3
Venezuelan producers supplying export data to the Comission used Aifferent
interim periods than the Jaruary-March periods used by the Comission for these
hwastigatiaﬂ kmmnnssmmwsvtmmmuw

ylssﬂmosm A-29
Source: Compiled from official statistics of the U.S. Department of Commerce

(imports) and from data sulmitted in response to questiommaires of the U.S.
Intemational Trade Commission.,
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Prices

Alumimm rod is sold on a per pouwd basis. U.S. producers generally quote
their prices delivered, although freight allowances (generally 1 to 1.5 cents
per pound) are given to any comparny willing to pick up the rod with their oun
trucks. Importers may quote their prices either on a f.o.b. port of entry or
on a delivered price basis.

There are two major components to the final selling price of the aluminum
rod: the fabrication price and the alumimum metal value. The fabrication
price (also known as the fabrication adder) is the charge to the buyer of
converting primary alumimum to aluminum rod. The fabrication adder varies
slightly with the diameter of the alumimm rod; larger diameter rod is more
expensive to fabricate. However, most producers cammented that in large orders
the premium price associated with a larger diameter rod would disappear. The
fabrication adder also usually includes all inland shipping costs to the
purchaser. Petitioner has argued that the fabrication adder is the most
important component in sales negotiations. 1/ Southwire charges that the
Venezuelans are quoting lower fabrication adder prices, and are thereby taking
away sales from U.S. producers. Petitioner states that the metal value is
determined by whatever price exists for primary alumirum the month prior to
shipment of the alumimm rod. Since most sales are multiple shipment orders,
neither party knows what the exact total delivered price will be until shipment
occurs.

The metal value generally accounts for over 85 percent of the total
selling price of the rod and therefore strongly influences the final price.
One purchaser contacted made reference to this fact by referring to the product
as "skimmy ingot." 2/ The price of alumimm declined 41 percent from January
1984 to November 1985, fram 76.1 cents per pound to 45.1 cents per pourd. 3/
Alumimm prices have generally risen during 1986-87, and presently exceed
Jaruary 1984 levels by over 12 percent. During the last 7 months, alumiram
prices have increased from approximately 54 cents per pound to over 80 cents
per pourd, an increase of 48 percent. 4/

Although the metal value of alumimm is accepted by the industry as a
fixed camponent of the price for alumimm rod, which fluctuates with
market activity, parties state that various sources are used by the industry to
set the metal price. And the prices fram these sources vary fram each
other. 5/ The industry publication entitled Metals Week, lists two prices, the
market rate and the transaction rate. The market rate represents the price of
U.S.-produced aluminum on a delivered basis to the U.S. Midwest. The
transaction rate also measures the price of alumirmum cn a delivered basis to
the U.S. Midwest, but takes the daily cash settlement price for alumirmm

1/ Transcript, p. 52.

2/ * k%,

3/ Based on Metals Week U.S. market price for alumimm.

4/ Based on a U.S. market price of over 80 cents per pourd, as reported for the
second week in August by * * &, Metals Week, Aug. 11, 1987.

5/ Transcript, pp. 51-52, and * * *,
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traded on the Iordon Metal Exchange (IME) and adds a premium representing
transportation costs to the U.S. Midwest.

Two prices that are considered representative of the world price for
alumirum are listed on the IME. Here, alumimm is traded on a cash (spot)
basis and a 3-month-cption price basis. 1/ The sources of aluminum metal
prices are further discussed in app. E.

U.S. producers and importers selling to the cpen market generally use the
Metals Week monthly average market price from the month prior to shipment as
their source for metal value in their sales of alumimm rod. U.S. producers
that import directly from Venezuela, however, use the IME 3-month or IME cash
price to determine metal value. In addition, suppliers are known to average
two sources together, or to select a specific week's or day's price quote for
alumimm as the basis for metal value in U.S. sales. As shown in figure 1, the
two prices used most often, the Metals Week market price and the IME 3-month
price, generally followed the same trend over the period of investigation,
declining in the first 2 years amd climbing in the second 1-1/2 years.
However, the price of metal on the IME has generally been less than the Metals
Week market price by 1 to 10 cents per poard. 2/ Hence, shifts in the
underlying basis for setting the value of metal may have affected price
trerds during the period of investigation.

Sales markets

There are essentially two markets for alumimm rod in the United States; a
captive market where the rod producers supply their electric utility wire and
cable marufacturing divisions with the finished rod, and an open market where
rod is sold to unrelated purchasers. The captive market represented 58.4
percent of U.S. rod consumption in 1986, down from 70.4 percent in 1984, In
absolute terms, this market fell fram 290,111 tons in 1984 to 195,964 tons in
1986. The decline in the captive market for alumimm rod has been attributed
t.othedec:linugcablemarket, whichwasduetothenear—loo-pement
electrification of the United States and the associated decline in product:.on
of cable by the integrated producers. Respondents have argued that this
decline is also due to the expressed desires of the integrated producers to
move toward the high end of the scale of alumimm products, i.e., those
products that have a greater profit margin and potential for growth than cable
or alumimm rod. 3/

Domestic shipments to unrelated purchasers in the open market by U.S.
producers accounted for approximately 24.5 percent of total 1986 alumimm rod
consumption, up fram 18.8 percent in 1984. Direct imports of alumimm rod by
U.S. rod producers accounted for 83 percent of total reported imports of
aluminum rod frcam Venezuela in 1986, down from 93 percent in 1984.

1/ Alumimm is also traded on the New York Cammodities Exchange (OOMEX). The
aluminmm stock urderlying these sales, however, is small and therefore not
considered by U.S. producers and purchasers as a good répresentation of market
price.

2/ Transcript, p. 52.

3/ mid' r m. 75-76. A_3 1
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Figure 1,-—Average Metals Week U.S. market price for alumimm, and the average
3-month-option alumimm price traded on
January 1984-June 1987

the London Metal Exchange, by months,
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Captive sales.—Six of the seven U.S. rod producers are integrated
marmufacturers that use their rod production in their cable operations. The
alumirum rod is internally transferred to their cable facilities either on a
production cost basis, orapredetennmedmarketpncebasis 1/ Aluminmm rod
pmductlmmebmssofMemalcmsmptlmlssubsequentlysoldmtheopen
-market. The producers, however, do try to maintain viable customer business in
the open market. If their cable operations unexpectedly need additional
aluminum rod, the producers will purchase alumimum rod from other sources
(including imports) rather than appropriate rod already designated for
custamers. 2/

Open-market sales.--Alumirum rod is sold on the cpen market on a spot
basis, a formal contract basis, or as a result of verbal comitments due to
ongoing custamer-producer relationships (evergreen arrangements). For spot
sales, suppliers may quote a single selling price for both fabrication and
metal, or may quote the fabrication price and metal value separately. For
fixed-period contract sales, the price for fabrication and metal value are
normally quoted separately. A fixed-period contract generally establishes a
firm fabrication price and sets guidelines on purchase quantities. The secord
price component, the metal value of alumimm, may fluctuate with the market
price of the metal, or it may be fixed (hedged) for a specified period of time
(usually not longer than 3 months). Altermatively, in a toll arrangement or
metal conversion contract, the purchasers of the alumirum rod supply the input
metal either to the alumimm rod plant, or to any other area specified by the
rod producer.

Verbal commitments due to customer relationships are similar to a fixed
period contract, kat a formal contract is not written and signed. Usually this
typeofagreazentprwidesforacertampercentageoftheparchaser'smd
requirements, i.e., 50 percent or 100 percent, and the relationship renews
itself until the buyer or seller wants to renegotiate.

Producers and importers were asked to estimate the share of their total
U.S. damestic sales in 1984-86 of alumimm rod that was sold via each of the
purchasing arrangements stated above. Aggregated results are shown in table
13, A substantial proportion of U.S.-produced alumimm rod was sold via
miltiple shipment orders by either a formal contract or an informal verbal
camitment type of arrangement. Both of these arrangements specify a fixed
fabrication price and a fixed metal source but allow the metal value to float.
In 1985 ard 1986, these two sales practices accounted for nearly 80 percent of
all open market damestic sales to unrelated customers by U.S. producers. 3/

1/ See section of the report entitled "Financial experience of U.S. producers"
for an explanation of the methods used by the producers in valuing their
captive production.

2/ None of the 8 purchasers contacted in these investigations had any problems
with supply from damestic producers. :

3/ * k%,
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Inporters relied more an spot sales for their damestic shipments than U.S.
producers, but used formal contracts just as often. Sales based on verbal
camitments appeared for the first time in 1986, accounting for 25 percent of
all U.S. importer sales.

U.S. producers that import directly from Venezuela indicated that they
purchase alumirmm rod on a formal contract basis. Prior to 1985, purchases
were also made on a spot basis. * * *,

Table 13
Alumimum rod: Open-market sales transaction practices by U.S. producers and
importers, by types, 1984-86

(In percent)
U.S. producers U.S. jmporters
Type 1984 1985 1986 1984 1985 1986
Individual shipments:
Smtsale...-.-......... 6.6 5.9 5.3 - 39.4 32-4
Multiple shipments:
Verbal Mimlts...... 35.4 41.4 36,2 - -— 25.0

Formal contracts:
Fixed price (fixed

metal values)...... - - 1.0 - 23.5 9.2
Metal value varies.... 27.5 38.3 41,7 1/ ‘&% 37.1 33.4
'Ibll COI'ltractS........ 3005 14-5 15'8 — — —

1/ * % %,

Source: complledfrandatasuhmittedinrespmsetoquastlomairesofthe
U.S. International Trade Comission.

Transportation costs

Transportation costs range fram 2 to 5 percent of the total delivered
price for alumimm rod sold by U.S. producers and 2 to 4 percent for
importers. U.S. producers camented that although these costs are not
considered to be a major factor in the sale of alumimm rod, freight costs do
became increasingly important as distance increases fram the rod plant. Since
the fabrication adder, which incorporates these freight costs, is usually the
central point in sales negotiations, high transportation costs ternd to have a
negative influence on alumimm rod sales. 1/

Alumimm rod is primarily shipped by truck. There is geherally no minimum
quantity requirements for either domestically produced or imported alumirmum

1/ For a description of how transportation costs could play a major role in
sales campetition between Southwire and Sural, see postconference brief on
behalf of the Venezuelan industry, Aug. 12, 1987, exhibit 1, table 12.
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rod. * * %, The leadtime for U.S.-produced alumimm rod ranges from 5 days to
6 weeks, although most producers give 30 days as the typical time period. The
leadtime for imported alumimm rod ranges from 30 to 60 days.

Questiommaire price data

The Camission requested U.S. producers and importers to provide quarterly
price data between January 1984 and June 1987 for two products. For each
product, price data were requested for.the largest quarterly shipments (a)
under 135,000 pounds and (b) 135,000 pounds and over. The specified products
for which price data were requested are listed below.

. Product 1: Electrical conductor grade (AA1350) alumirum redraw
rod, 0.375 inch in diameter, cmform:mgtoASIM
spec:.ficatim B-233. :

Product 2: Electrical conductor grade (AA1350)  aluminum redraw
rod, 0.470 inch in QGiameter, conforming to ASTM
specif:.catim B~233.

For each product, producers ard importers were asked to report the total
delivered selling price, the f.o.b. (U.S. location) price, and the net
fabrication adder. Useable price data were received from five U.S. producers
(% %, % % &, % &k & & & %, and***),al‘chu.xghmtforallperiodsoreach

productreqtmted

- The five U.S. producers accounted for virtually all reported U.S.
producers' open market shipments of alumirmm rod to unrelated .purchasers in
1986. These producers' shipments of products 1 and 2 accounted for 85.0
percent of the total reported U.S. producers' shipments of aluminmum rod to the
open market in 1986 (product 1 itself accounted for * * # percent). The total
quantity of the five producers' largest shipments accounted for * * *
of U.S. producers' aggregate reported domestic shipments of product 1 in 1986,
arﬂfor***pe.rcentost.pmducers tctalreportedshlpnerttsofpmductz
m1986. 2/

Fiveinportexs * * K, *** * k ok, ***and*** reportedpncedata
h:tmtmcessarﬂyforallperiodsoreadxpmductrequested These

importers, together with U.S. producers, accounted for virtually all alumirmum
rod imported from Venezuela in 1986. The five importers' shipments of products
1 and 2 accounted for * * * percent of the total reported open market domestic
shipments of imported alumirum rod in 1986. The importers' largest shipments
accounted for * * * percent of all reported domestic shipments of product 1,

1/ * k&,
2/ Total reported domestic shipments for 1986 by U.S. producers for product 1
were * % %, The total amount reported for product 2 was * * * pounds.
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ardfor***pemertofallreporteddauesticslupnm‘tsofproduthmported
from Venezuela in 1986. 1/

Pet;tmnerhasarguedtlmtdnectmportsbymegratedproducersfor
their cable operations represent sales that otherwise would have been made by
the damestic industry. Becausethesemportsammtsoldtounrelated
customers, and thereby not reported on a quarterly largest shipment basis in
ﬂaequestlomalre,themltnlusofdlrectinportsbytheUs.pm@mexsam
measured by using unit value price data for each year. Unit values of U.S.
producers' domestic shipments to unrelated purchasers are &dlso measured for -
comparison purposes. Direct imports by U.S. rod producers account for over 80
percent of the total imports of Venezuelan aluminum rod into the United States.

Price trends for sales to unrelated customers.-——Based on U.S. producers'
and mporters' questionmaire responses, quarterly net selling prices generally
fell during 1984 and 1985 and climbed during 1986 and Jamuary-June 1987. This
trend was similar to the decline and rise of alumimm prices. Prices were
generally lower for shipments over 135,000 pounds than for shipments under
135,000 paurds for both products surveyed (tables 14 and 15).

For product 1, alumirum rod of 0.375-inch diameter, prices in 1984-85 for
U.S.-produced rod declined by 35.9 percent for shipments over 135,000 pounds,
from 80.52 cents per pound to 51.60 cents per pound. For shipments under
135,000 pounds, prices declined by 33.1 percent, fram 85.14 cents per pound to
56.96 cents per pound. During Jamuary 1986-June 1987, prices climbed by 33 -
pe.rcartto68.57cmtsperpomﬂforshi;mmtsaverl35 000 pounds, andbyza
percent to 72.79 cents per pourd for shipments under 135,000 pounds.

Prices for Venezuelan imports declined * * * percent during 1984-85, from
* * % cents per pound to * * * cents per pound for shipments larger than
135,000 pounds. Prices then climbed to an April-June 1987 level of * * * cents
per pourd, an increase of * * * percent. For shipments under 135,000 pounds, -
prices hit their low point in the fourth quarter of 1985 at % * * cents before
generallyrisngwerthenextsquaztersto***centsperpami aninc:rease
of * * * percent.

For product 2, alumimm rod of 0.470-inch diameter, U.S. producer prices
forshipnentscvernsooomsagamfell,frc:n***cemsperpaxﬂatthe
begummgof1984toitslcwpoim:of***centsperpanﬂatthee'ﬂofl%s,
a decline of * * * percent. Prices generally climbed thereafter to a second
quarter 1987 level of * * % cents per pourd, an increase of * * *

Prices for the largest quarterly shipments under 135,000 pourds of promct 2
likewise fell, by * * * percent, durugtheflrsthalfofthemtlgatory
period (* * *), Prices then rose by over * * * percent during the second half
of the period covered, erding at a price of * * * cents per pourd in the second
quarter of 1987.

1/ Total reported domestic shipments for 1986 by U.S. importers for product 1
were * * * paunds. The total amount reported for product 2 was * * * pounds.
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Table 14

Aluminmm rod: Weighted-average net delivered selling prices of product 1
(diameter of 0.375 inch) reported by U.S. producers and importers of Venezuelan
aluminum rod sold to unrelated purchasers, and average margins of underselling
(overselling) by the subject imports, by shipment size and by quarters, Jaruary
1984-June 1987

u.Ss. Venezuelan Margin of underselling (overselling)

Item price price Amount Percent
' ——Cent s/ PN ———————
Shipments under
135,000 pounds
1984:
Jan.-Mar..... 85.14 1/ 1/ 1y
Apr.-June.... 77.51 1/ 1/ 1/
July-Sept.... 74.79 1/ 1/ 1/
oct.-Dec..... 57.77 LV V4 1/
1985:
Jan.-Mar..... 64.50 Rk *kk Rkk
Apr.~June.... 62.54 Ak AAK Khk
me-s@to se e 59.28 ARk khk FYY )
Oct.-DeC..... B56.96  *ik ARk P
1986:
Jan.=Mar..... 61.50 ki RRR hkk
Apr.~June.... 70.04 dekke *hk Rk
July-Sept.... 64.89 62,55 2.34 3.61
Oct.-DeC..... 62.34 L Rk Rk
1987:
Jan.-Mar..... 64.25 dekd Rk Rhk
Apr.-June.... 72.79 ik Rk hhk
Shipments over
135,000 pounds
1984:
Jan.-Mar..... 80.52 &k dkk hkk
Apr.~June.... 72.59  d&k Rk *hk
July-Sept.... 60.84  hik Ak hhk
Oct.~-DeC..... 55.77 dedede RAk e
1985:
Jan.-Mar..... 56.77 dedeie hhkk Rk
Apr.-June.... 57.55 54.65 2.89 5.11
July-Sept.... 52.51 51.96 .54 1.05
Oct.-DeC..... 51.60 Rkek hkk Rk
1986:
Jan.-Mar..... 57.58 56.99 .59 1.03
Apr.~Jure.... 65.03 59.11 5.92 9.10
July-Sept.... 60.89  *¥k ok hhk
Oct.-DeC..... 60.23 dedede Rk Rk
1987:
Jan.-Mar..... 60.22 dedeke Rk Rk
Apr.~Jure.... 68.57 fedek Rk ek

1/ No prices reported.

Source: Campiled from data submitted in response to questiormaires of thé.AI}7$
International Trade Commission.
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Table 15

Alunimm rod: Weighted-average net delivered selling prices of product 2
 (diameter of 0.470 inch) reported by U.S. producers and importers of Venezuelan
alumimm rod sold to unrelated purchasers, and average maryins of

underselling (overselling) by the subject imports, by shipment size and by
quarters, January 1984-June 1987

u.s. Venezuelan Margin of underselling (overselling)

Item price price Amount Percent
————Cents/Pound '
shi under
135,000 pounds
1984:
Jan.-Mar..... L IV b 1y
Apr.-June. ... %k* 1/ 1/ 1/
July-Sept.... *&* 1/ 1/ 1/
Oct.-DeC..... ke 1/ 1/ 1/
1985:
Jan.~Mar..... *kk 1/ 1/ 1/
m. M. *see *** ;/ y y
July-Sept.... *k* 1/ 1/ 1/
Oct.-DeC..... Jekdk 1/ 1 1/
1986:
Jan.-Mar..... %&* s *hk dedk
Apr.~June.... #kk Rk dekk Fekk
July-Sept.... #** Rk hhk hhk
Oct.«DeC..eo. Hkk hedede Rkk *hk
1987
Jan.~Mar..... &k Rk dhk hkk
Apr.-June.... %k Redede ek hhk
Shi) over
135,000 pounds
1984: _
Jan.~Mar..... %k* 1/ 1/ 1/
Apr- -am. seve ik y y _y
July-Sept.... *** 1/ Y, 5,
Oct.~DeCecees #ekek 1/ Y/ 1/
1985:
Jan.~Mar..... **k p V4 1/ b}
Apr.-June..., ##k 1/ 1/ BY;
July-Sept.... ** 1/ Yy v
Oct.=DeCiceee *hk 1/ 1/ 1/
1986:
Jan.-Mar..... Tk 1/ 1/
Apr.~JunC.... *&* Rk hkk dekk
July-Sept.... *** ik ke ddd
Oct.-DeC..... dekee Y/ pV by
1987: ,
Jan.~Mar..... %k* dedede hhk dedk
Apr.~June.... **& 1/ 1/ Yy

1/ No prices reported.

. , A-38
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Sufficient data for open market price trends in imports of Venezuelan
alumimm rod product 2 were available only for shipments under 135,000 pourds,
and only for Jamuary 1986-June 1987. Prices varied from quarter to
but they did end at their highest level in the second quarter of 1987, at***

cents per pourd.

To show the trends in fabrication prices, the influence of the alumimm
metal value was removed from U.S. producers' and importers' reported prices by
subtracting the market value of the metal (for the month prior to the shipment
of the alumimum rod 1/) fram the price of each reported shipment. The result
represents an approximation of the true fabrication price, 2/ the amount above
what the supplier would have received for the aluminum metal alone. Each
derived fabrication price was weighted by the size of shipment and aggregated
for each quarter. Metals Week's monthly average market prices were used to
represent the U.S. market value of aluminmm for U.S. producers, and the IME
3-month option price was used to represent the world price of alumirum for
imports. Because of the differences between the prices of the two metal values
as noted above, the estimated fabrication prices of U.S.-produced and imported
Venezuelan alumimm rod are not necessarily campletely comparable. The trend
in fabrication prices can be seen in figures 2 through 4. 3/

In figures 2 and 3, estimated fabrication prices are shown for U.S.
' quarterly shipments over and under 135,000 pounds for products 1 and
2, respectively. In both figures, the fabrication prices fluctuated between
quarters but seemed to converge by the end of the period. This held true
regardless of shipment size.

U.S. producers' net fabrication prices for product 1 shipments of over
135,000 pourds ranged between 3.77 cents per pourd ard 11.51 cents per pourd in
1984, but only ranged between 4.39 cents per pourd and 5.97 cents per pound for
theremainingz-l/Zyears(flgure 2). The average difference between the
minimm and maximm fabrication price reported in each quarter was 6.4 cents

panﬂleManimllecentsperpwrﬂﬂ:ereafter Fbrshi;nem:smxder
135 ,000 pourds, U.S. producer fabrication prices varied cm51derablymrethan
for fabrication prices of shipments over 135,000 pounds, but this variance
became smaller toward the end of the period. Also, a slight dowrward trend can
be seen in the fabrication prices for shipnentsmder 135,000 pounds.

For product 2, U.S. producer fabrication prices are even more steady than
in product 1. Prices for shipments over 135,000 pounds ranged between * * *
cents per pound and * * * cents per pound, but in *# * *, prices were within
approximately * * *, between * * * cents per pound and * * * cents per pound
(figure 3). Fabrication prices for shipments under 135,000 pounds ranged from
* * % cents per pound to * * * cents per pound. However, prices ranged between
* * * cents per pound and * * * cents per powrxd in 1984 but only between * * #*
cents per pound and * * * cents thereafter.

)/ Order leadtime of 30 days.

2/ Quarterly fabrication price data were requested in the questionnaires sent
to U.S. producers and importers for their damestic shipments. Reported data
were insufficient to provide an adequate approximation of the fabrication
adder.

3/ Fabrication prices were not created for shipments of Venezuelan product 2
because of lack of sufficient price data.
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Figure 2.—U.S. producers' net fabrication prices for product 1, by shipment
size and by quarters, Jamary 1984-June 1987

Cents
or
Pound

o Y -
——————Ttree e,

4 - ‘\‘ 2

24— - e S S S s e 4 -t o]
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Saurce: Oapiled from data submitted in response to questiornaires of the U.S.
International Trade Comission. Calculated by subtracting the alumimm metal
value fram the total delivered price of the alumimm rod.

Figure 3.—U.S. producers' net fabrication prices for product 2, by shipment
size and by quarters, Jaruary 1984-June 1987

SQm:.anpuedﬁmdatasuInittedinrespasetoqmstianniresofﬂer.s.
Intermational Trade Commission. Calculated by subtracting the alumimm metal
value from the total delivered price of the alumimm rod. | _
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In figure 4, estimated fabrication prices for product 1 are shown for U.S.
importers' largest quarterly shipments of over and under 135,000 pourds. In
both size levels, prices differed considerably during the period of
investigation. For shipments over 135,000 pourds, fabrication prices ranged
between * * * cents per pound and * * * cents per pound. Prices clinbed
through all of 1984, and then dropped into a range between * * * cents per
pound and * * * cents per pourd in 1985. Prices then climbed once more,
reaching a level of * * * cents in the third quarter of 1986, before falling
again to its second quarter 1987 level of * * * cents.

_ Fabrication prices for U.S. importers' shipments under 135,000 pounds
followed the same pattern of falling and rising. From its low point of * * *
cents per pound in the second quarter of 1985, the fabrication price increased
to its high point of * * * cents in the second quarter of 1986. It then fell
to * * * cents per pound in the first quarter of 1987, ard finally rose to
* * % cents per pourd in the second quarter of 1987.

Price trends for U.S. producers' direct imports.--The unit value of U.S.
rod producers' direct imports for their cable operations and the unit value of
their damestic shipments to unrelated purchasers shown in the tabulation below
are based on the producers' questionnaire responses during the investi-
gations. 1/ In both of these categories, unit values declined in 1985 and
climbed in 1986, reflecting the decline and rise in alumirmm prices. Unit
values for domestic shipments declined by 15.6 percent in 1985, and increased
by 10.1 percent in 1986. Unit values for direct imports declined by * * *
percent in 1985 and increased by * * * percent in 1986.

Damestic Direct

Year shipments  imports
——cents per pound—-
1984..... .. 66.03 65.21
1985....... 55.70 —
1986....... 61.30 ek

If the influence of alumimm metal prices is removed from the unit values
above, an index of the fabrication unit value can be created. As seen below,
the derived fakrication unit value for domestic shipments increased in 1985 by
38.4 percent (fram 4.98 cents per pound to 6.89 cents per pourd) and fell by
21.6 percent (to 5.40 cents per pound) in 1986. For direct imports, the
opposite held true; the derived fabrication unit value declined by * * *
percent (from 7.32 cents per pound to * * * cents per pound) in 1985, before

increasing by * * * percent (to * * * cents per pourd) in 1986. 1/

Damestic Direct
Year shipments Jmports

—(1984 = 100)--
1984....... 100.0 100.0
1985.0000.. 138.4 *hk
1986.4000.. 108.4 hkk

1/ * % %,
i/ A-41
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Figure 4.-U.S. importers' net fabrication prices for product 1, by shipment
size and by quarters, January 1984-June 1987

Source: Compiled from data sulmitted in response to questiomnaires of the U.S.
International Trade Camuission. Calculated by subtracting the alumimm metal
value fram the total delivered price of the alumimm rod.

Price comparisons.--The reported selling price data for producers' and
importers' largest quarterly shipments to unrelated custamers during Jamuary
1984-June 1987 resulted in 33 direct quarterly price comparisons between
weighted-average delivered prices of damestic and imported alumirnm rod from
Venezuela. Of the 24 campariscns in product 1, the Venezuelan import was less
expensive in 17 quarters (table 14). For shipments under 135,000 pourds, the
Venezuelan rod was less expensive in 9 of the 10 comparisons. Margins of
urderselling for this category ranged from * * * cents per pound (% * *
percent) to * * * cents per pound (* * * percent). For shipments over 135,000
pards, the Venezuelan alumimm rod was less expensive in 8 of the 14 quarters
listed. Margins of underselling ranged from * * * cents per pound (* * *
percent) to * * * cents per pound (* * * percent). Margins of overselling
ranged from * * * cents per poud (* * * percent) to * * * cents per pound
(* * * percent).

Product 2 contained nine direct quarterly price camparisons, in which
the Venezuelan import was less expensive in five quarters (table 15). For
shipments under 135,000 pourds, the Venezuelan rod was less expensive in four
of the six quarterly comparisons. Margins of underselling ranged from * * *
cents per pound (* * * percent) to * * * cents per pound (* * * percent). The
two margins of overselling were about * * * cents per pound (* * * percent).
For shipments over 135,000 pourds, the Venezuelan rod was less expensive in
only one of the three quarters that had price canparisons.
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Excharge rates

Table 16 shows nominal- and real-exchange-rate indexes for the U.S. dollar
and the Venezuelan bolivar. The currency of Venezuela depreciated in nominal
terms by approximately 48 percent from the first quarter of 1984 through the
first quarter of 1987. All of the change in the naminal exchange rate occurred
in the fourth quarter of 1986 and the first quarter of 1987. A fixed exchange
rate of 7.5 bolivares per U.S. dollar from 1984 through the third quarter of
1986, ard an inflation rate of 51.5 percent in Venezuela, campared with
3.8-percent deflation in the United States during the same period, resulted in
a real-exchange-rate appreciation of 57.5 percent. When Venezuela devalued its
currency in December 1986 to 14.5 bolivares per U.S. dollar, its real exchange
rate declined by 19.6 percent from the previocus quarter.

Venezuela employs a multiple-exchange-rate system, which was introduced in
February 1983 and modified in February 1984, December 1985, and again in
Decenmber 1986. Since December 1986, a fixed official rate of 14.50 bolivares
(Bs) per U.S. dollar has been applied to most cammercial and financial
transactions, to Goverrnment capital transactions, and to newly registered
private capital flows. An exchange rate of 7.50 Bs per dollar applies to
essential imports and related services, to trade and services of the
State-controlled oil and iron ore sectors, and to servicing the external debt
of public enterprises and of registered private debt, provided an exchange rate
guarantee premium is paid. A fluctuating free-market rate applies to tourism
and nonregistered private capital flows. 1/

According to respondents, * * *, 2/

During the staff conference held in comnection with these investigations,
Mr. Roy Long of Southwire stated that exchange rates were the principal reason
Southwire sold its 49-percent interest in Sural in early 1985. Long states
that the miltitiered exchange-rate structure in Venezuela instituted in
February 1983 presented a problem in the repayment of a loan owed Sural ard
guaranteed by Southwire. Two rates existed: a 4.3 bolivar (Bs) per U.S. dollar
Central Bank rate and a market rate of 11 to 12 Bs. Sural could not afford to
pay back the loan at the market rate, and it had to get permission to repay the
loan at the lower rate. Mearmhile, Southwire, in being the guarantor of the
loan, was being pressured (including by legal action) to repay the debt. Yet,
Long added, if Southwire did repay the loan, "the Venezuelan goverrment said
that there was no cbligation for them to have Sural reimburse Southwire." 3/

Respondents, however, argue that excharnge rates were not the reason
Southwire sold its share of Sural. * * *. 4/

1/ International Monetary Fund, International Financial Statistics, August
1987, p. 532.

2/ * k *,

3/ Transcript, pp. 24-25.

4/ * % *,
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Table 16

Indexes of the nominal- and real-exchange-rates between the U.S. dollar and the
Venezuelan bolivar, 1/ and indexes of producer prices in the United States and
Venezuela, 2/ by quarters, Jarmuary 1984-March 1987

(Januarv-uarch 1984=100)

Nominal=- u.s. Venezuelan
exchange- exchange— Producer Producer

Period rate index rate index Price Index Price Index
1984:

Jan.-Mar.... 100.0 100.0 100.0 100.0

Apr.-June... 100.0 104.0 100.7 104.7

July-Sept... 100.0 112.5 100.4 112.9

Oct.-Dec.... 100.0 . 119.3 100.2 119.5
1985:

Jan.-Mar.... 100.0 124.0 100.0 124.0

Apr.~June... 100.0 127.7 100.1 127.8

July-Sept... 100.0 130.9 ©99.4 130.1

Oct.-Dec.... 100.0 134.7 100.0 134.7
1986: ‘

Jan.-Mar.... 100.0 143.7 98.5 141.5

Apr.~June... 100.0 151.1 96.6 146.0

July-Sept... 100.0 157.5 96.2 151.5

Oct.-Dec.... 76.7 126.6 96.5 159.3
1987:

Jan.-Mar.... 51.9 3/ 97.7 3/

1/ Based on exchange rates expressed in U.S, dollars per bolivar.

2/ The real-exchange-rate index is derived fram the nominal exchange rates
adjusted by the producer price indexes of each country. These indexes are
derived from line 63 of the Intemmational Financial Statistics.

3/ Not available.

Source: International Monetary Fund, International Financial Statistics.

Iost sales/lost revenues

Fifteen allegations of lost sales and one allegation of lost revemues
involving seven purchasers were supplied to the Commission by three U.S.
producers of aluminum rod. Alleged lost sales amounted to $62,433,918,
involving 94,104,300 pounds, and lost revermes totaled $70,000. * * %, 1/

* %* * * * * *

1/ * * *, See agent agreement between Sural and Southwire, dated May 3, 1984,
in the postconference brief on behalf of the Venezuelan industry, Aug. 12,
1987, exhibit 6. Moreover, counsel for Southwire stated at the conference that
"Does Southwire's former relationship with Sural have anything to do with all
this? If anythmg it might suggest narmwing the focus of the investigation
to events occurring after March 1985——that is, after Southwire divested itself
of its interest in Sural. Certainly the petiticners injury case does not rely
on events earlier than that." Transcript, p. 9.
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Federal Regisler / Vol. 52, No. 140 / Wednesday, July 22, 1887 / Notices .-27593'

. INTERNATIONAL TRADE
~ COMMISSION

IW Nos. 701-TA-287

(Preliminary) and 731-TA-378 (Preliminary))
Certain Electrical Conductor Aluminum -
Redraw Rod From Yenezuela !

AGENCY: United States International
Trede Commission,

ACTION: Institution of preliminary
countervailing duty and antidumping
investigations and achedulingofa -
conference to be held in connaction with
the investigations.

* SUMMARY: The Commission hereby gives
notice of the institution of preliminary
countervailing duty investigation No.
701-TA-287 (Preliminary) under section
703(a) of the Tariff Act of 1930 (10 US.C.
1671b(a}) to determine whether there is
a reasonable indication that an industry
in the United States is materially -
injured, or {s threatened with material
injury, or the establishment of an
industry in the United States is
materially retarded, by reason of
imports from Venezuela of electrical
conductor aluminum redraw rod., -
provided for in item 561815 of the Teariff
Schedules of the United States, that are
alleged 10 be subsidized by the
Government of Venezuela.

The Commission also gives notice of
the institution of preliminary -
antidumping investigation No. 731-TA-
378 (Preliminary) under section 733{a) of
the Tariff Act 0f 1930 (19US.C.
1673b{(a}) to determine whether thers is
a reasonable indication that an lnduntry
in the United States is materially.
injured, or is threataned with material
injury, or the establishment of an
industry in the Uniled States is -
materially retarded, by reason of
imports from venezuela of electrical
conductor aluminum redraw rod, -
provided for in item 618.15 of the Tarilf

- Schedules of the United States, that are
alleged to be sold in the United States at
less than fair value.

B-2
§ For purposes of these investigations the lerm
“electrical conductor aluminum redraw rod™ refers
to wrought rods of aluminum which are slectrically
conductive and contain not less than 99 percent of
sluminum by weight,
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Fodeul Register / Vol 62, No. 140 / Wednesday, July 22, 1887 / Notices

As provided in sections 703(a) end
733{a), the Commission must compleie .
preliminary counterveiling duty and
antidumping invesiigations in 45 days
ot in these cases by August 28, 1887. For
further information concerning the
conduct of these investigations and rules
of general application, consult the
Commission’s rules of practice and

procedure, Part 207, Subparts A and B
(19 CFB Pert 207), and Part 201, Subparts
A through E (18 CFR Part 201).
EFFECTIVE DATE: july 14, 1687,

FOR FURTHER iNFORMATION CONTACT:
Brian Walters (202-523-0104), Office of
Investigations, U.S. Interpational Trade
Con;ninion. g&l E Street NW,,
Washington, DC 20438. Hearing-
impaired individuals may obtsin
information on this matter by contacling
the Commission's TDD terminal on 202~
724~0002. Information may also be
obtained via electronic mail by calling
the Office of Investigations' remove -
bulletin board system for personal

computers at 202-523-0103, Persons with

_ mobility impairments who will need
special assistencs in gaining socess to -
the Commission sh cantact the
Office of the Secretary at 202-523-0161.
SUPPLEMENTARY INFORMATION:

Background

These investigations are being
instituted in response to petitions filed
on July 14, 1987, by Southwire Compuy.
Carrollton, Georgis.

Participation in the lnveaﬂgahom

Persana wishing lo participate in the
investigations as parties must file an
entry of appewrance with the Secretary
of the Commission, as provided in
.§ 201.11 of the Commission’s rules (19
CFR 201.11). not later than seven (7}

. days after .Fubllcahon of this notice in
the Federal Register. Any entry of
appearance fited after this date will be
referred to the Chairman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service List

Pursuant to § 201.11(d) of the
Commission’s rules (19 CFR 201.11{d)).
the Secretary will prepare a service list
containing the names and addrespes of
all persons, or their representatives,
who are parties to these investigations
upon the expiration of the period fer
filing entries of appearance. In
aecordance with §§ 201.18(c) end 2073
of the rules [19 CFR 201.18(c) and 207.3),
each document filed by a party lo the
investigations must be served on all

other parties to Lhe investigations (as

jdentified by the service list), and a
certificate of service must accompany
the document. The Secretary will not
accept & document for filing without a
certificate of service.

Conference .

The Commission's Director of
Operations has scheduled & conference
in connection with these investigations
for 230 a.m. an August 8, 1087, at the
U.S. International Trade Commission
Building. 701 E Street NW., Washington,

- DC. Parties wishing to participate in the

conference should contact Brian Walters
(202-523-0104} not later than August 3,
1867, to arrange for their appearance. -
Parties in support of the imposition of
countervailing and/or antidamping

duties In these investigations and :
parties in opposition to the imposition of
such duties will each be collectively
allocated one hour within which to

make an oral presentation at the

Whitien Submisslons

Any person may submit to the
Commission on or befere August 12,
1887, a written statement of information
pertinent to the subject of the

‘investigations, as provided in § 207.15 of

the Commisaion's rules (19 CFR 207.15).

‘A signed original and fourteon (14)

copies of each submission mest be filed
with the Seeretary to the Commission in
accordance with § 201.8 of the rules (19
CFR 201.8). A}l wriiten suhmissions
except for confidentiat business data
will be available for public inspection
during regular business hours (8:45 a.m.
te 513 p.m:) in the Office of the
Secretary fo the Commission. =
Any business information for which -
confidential treatment ts desired muat
be submilted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidentia)
submissions and requests for
confidential treatment must conform
with the requirements of § 201.8 of the -
Commission’s rules (18 CFR 201.6).

Authority: Thess investigations are being
conducted under authority of the Taciff Act of
1930, title VIL This notice is published
pursuant to § 20712 of the Commission’s
rules (19CFR 20742}

By order of the Commission,

Tsnued: July 17, 1947,

Kenaath R Mason,

Secretary.

{FR Doc. &-1084 Filed 7-21-47; ms amj
SILLNQ CONE 7020008 .
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International Trade Administration
(A-307-701] ' ’

- Initiation of Antidumping Duty
Investigation; Certain Electrical
Conductor Aluminum Redraw Rod
from Venezuela

AGENCY: Import Administration,
" International Trade Administration,
Department of Commerce.

AcCTION: Notice.

SUMMARY: On the basis of a petition -
filed in proper form with the U.S.
Department of Commerce, we are
initiating an antidumping duty
investigation to determine whether
imports of certain electrical conductor
. aluminum redraw rod (redraw rod) from
- Venezuela are being, or are likely to be,
sold in the United States at less than fair
value. We are notifying the U.S.
International Trade Commission (ITC)

of ths action so that it may determine
whether imports of redraw rod from
Venezuela cause, or threaten material
injury to, a U.S. industry. If this
investigation proceeds normally, the ITC
will make its preliminary determination
on or before August 28, 1087, and we

- will make ours on or before D_ecem_bar

21, 1987. :
EFFECTIVE DATE: August 10, 1967.

" FOR FURTHER INFORMATION CONTACT:

Mary Martin of Jessica Wasserman,
Cffice of Investigations, Import

- Administration, International Trade

Administration, U.S. Departmentof -
Commerce, 14th Street and Constitution
Avenue, NW., Washington, DC 20230;
telephone (202) 377-2830 or. 377-1442.
SUPPLEMENTARY INFORMATION:

The Petition

On July 14, 1987, we received a
petition filed in proper form by the
Southwire Company on behalf of the
U.S. industry producing redraw rod. In
compliance with the filing requirements
of 18 CFR 353.38, the petition alleges
that imports of redraw rod from
Venezuela are being, or are likely to be,
sold in the United States at less than fair
value within the meaning of section 731
of the Tariff Act of 1830, as amended
(the Act), and that such imports cause of

" threaten material injury to, a U.S. -

industry.
Initiation of Investigation

Under section 732(c) of the Act, we
must determine within 20 days after a

petition is filed, whether it sets forth the -

allegations necessary for the initiation
of an antidumping duty investigation,
and whether it contains information
reasonably available to the petitioner
supposting the allegations. We have
examined the petition on redraw rod
and have found that it meets the
requirements of section 732(b) of the

Act. Therefore, in accordance with
section 732 of the Act, we are initiating
an antidumping duty investigation to
determine whether redraw rod from
Venezuela is being, or is likely to be,
sold in the United States at less than fair
value. If our investigation proceeds
normally, we will make our preliminary
determination on or befora December 21,
1087.

Scope of Investigation

The United States has developed a
system of teriff classification based on
the international harmonized system of
Customs nomenclature. Congress is
considering legislation to convert the
United States to this Harmonized
System (“HS") by January 1, 1968. In
view of this, we will be providing both

the appropriate Tariff Schedules of the
United States Annotated (“TSUSA"™)
item numbers and the appropriate HS
item numbers with our product -
description on a test basis, pending
Congressional approval. As with the -
TSUSA, the HS item numbers are . -
provided for convenience and Customs
purposes. The written description

remains dispositive.

We are requesting petitioners to
include the appropriate HS item
number{s) as well as the TSUSA item
number{s) in all new petitions filed with .
the Department. A reference copy of the
proposed HS schedule is available for
consultation at the Central Records -
Unit, Room B-099, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington, DC 20230.
Additionally, all customs offices have
reference copies and petitioners may
contact the Import Specialist at their
local Customs office to consult the
schedule,

The product covered by this
investigation is certain electrical
conductor aluminum redraw rod from
Venezuela which is wrought rod of
aluminum which s electrically
conductive and contains not less than 99
percent aluminum by weight as provided
for in 7SUSA item numbers 618.520 and
£18.1540. This product is currently
classifiable under HS item numbers
7604.10.30 and 7604.29.30. -
United States Price and Foreign Market
Value
. Petitioner based United States price
on Census Bureau import statistics (IM-
146) for redraw rod imported from
Venezuela. Census Bureau statistics
report the F.A.S. value of the imported
goods. Petitioner based foreign market
value on two Venezuelan producer’s
price quotes. Based on a comparison of
United States price and foreign market
value, petitioner alleged dumping
margins of 15 to 33 percent. After
analysis of petitioner’s allegations and
supporting data, we conclude thata
formal investigation is warranted.

Notification of ITC

Section 732(d) of the Act requires us
to notify the ITC of this actionand to
provide it with the information we used
to arrive at this determination. We will
notify the ITC and make available to it
all nonprivileged and nonproprietary
information. We will also allow the ITC

~ access to all privileged and busirigsd

proprietary information in our files,
provided it confirms that it will not
discloss such information, either
publicly or under an administrative
protective order, without the express
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written consent of the Deputy Assistant
Secretary for Import Administration.

Preliminary Determination by ITC

The ITC will determine by August 28,
1987, whether there is a reasonable
indication that imports of redraw rod
from Venezuela maferiany injure, or
threaten material injury to, a U.S.
industry. If its determination is neganve.
the investigation will terminate;
otherwise, it will proceed asccording to
the statutory and regulatory procedures.

This notice is published pursuant to
section 732{c)(2) of the Act
Gilbert B. Kaplan,

Deputy Assistant Secretary for Import
Administration.
August 3, 1937,

|FR Doc. 87-18050 Filed 8-7-87; 8:45 am]
BILLING CODE 3510-DS-M

1C-307-702]

Initiation of Countervalling Duty
Investigation: Certain Electrical
Conductor Aluminum Redraw Rod -
From Veneézuela

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

ACTION: Notice.

SUMMARY: On the basis of a petition
filed in proper form with the U.S.
Department of Commerce, we are
initiating a countervailing duty
investigation to determine whether
manufacturers, producers, or exporters
in Venezuela of certain electrical
conductor aluminum redraw rod
(“redraw rod"”), as described in the
“Scope of Investigation” section of this
notice, receive benefits which constitute
.subsidies within the meaning of the US,
countervailing duty law. We are
notifying the U.S. International Trade
Commission {(ITC) of this action, so that
it may determine whether imports of
redraw rod from Venezuela cause or
threaten material injury to a U.S.
industry. If this investigation proceeds .
normally, the ITC will make iis
preliminary determination on or before
August 28, 1987, and we will make ours
on or before October 7, 1867,
EFFECTIVE DATE: August 10, 1887,

FOR FURTHER INFORMATION CONTACT:
Thomas Bombelles or Barbara Tillman,
Office of Invesligations, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Sireet and Conmstiution
Avenue, NW, Washington, DC 20230;
telephone (202) 377-3174 or 377-2438.

SUPPLEMENTARY INFORMATION:
The Petition

~On July 14, 1987, we received a
petition filed in proper form by the
Southwire Company on behalf of the
U.S. industry producing redraw rod. In -
compliance with the filing requirements
of 19 CFR 355.28, the petition alleges
that manufacturers, producers, or
exporters in Venezuela of redraw rod
receive subsidies within the meaning of
section 701 of the Tariff Act of 1930, as
amended (the Act), and that such

* imports cause or threaten material

injury to a U.S. industry.

Since Venezuela is a “country under
the Agreement” within the meaning of
seclion 701(b} of the Act, the. ITC is
required to determine whether imports
of the subject merchandise from
Venezuela cause or threaten material
injury to 2 U.S. industry.

Initiation of Investigation

Under section 702(c) of the Act, we
must determine, within 20 days after a
petition is filed, whether it sets forth

allegations necessary for the initiation
" of a countervailing duty investigation,

and whether it contains information
reasonably available to the petitioper
supporting the allegations. We have
examined the petition on redraw rod
and have found that it meets these
requirements. Therefore, we are -
initiating a countervailing duty
investigation to determine whether
manufacturers, producers, or exporters
in Venezuela of redraw rod, as -
described in the “Scope of
Investigation” section of this notice,
receive benefits which constitute

subsidies within the meaning of the Act.

If our investigation proceeds narmally,
we will make our preliminary
determination on or before October 7,
1987.

Scope of Investigation

The United States has developed a
system of tariff classification based on
the international harmonized system of
<customs nomenclature. Congress is
considering legislation to convert the
United States to this Harmomized
‘System (“HS") by Januvary 1, 1988. In
view of this, we will be providing both
the appropriate Tariff Schedules of the
United States Annotated (“TSUSA ")
item numbers and the appropriate HS
item numbers with our product

. description on a test basis, pending

Congressional approval. As with the
TSUSA, the HS item numbers are
provided for convenience and Customs
purposes, The written descnopnone
remain dispositive.

We are requesting petitioners 1o .
inciude the appropriate HS ftem

number(s) as well as the TSU/SA item
number(s) in all new petitions filed with

y the-Department. A reference copy of the

proposed Harmonized System schedule

| is available for consultation at the

Central Recerds Unit, Room B-099, U.S.

- Department of Commercs, 14th Street

and Constitution Avenue, NW.,
Washington, DC 20230. Additionalty, all
Customs offices have reference copies
and petitioners may contact the Import
Specialist at their local Customs office - -
to consult the schedule.

The product covered by this
investigation is certain electrical
conductor aluminum redraw rod, which
is wrought rad of alumirum which is
electrically conductive and contains not
Jess than 89 percent aluminum by weight
as provided for in TSUSA item numbers
618.1520 and 818.1540. This product is
currently classifiable under HS item
numbers 7604.10.30 and 6704.29.30.

Allegations of Subsidies -
The petition lists a number of
practices by the Governamentof . . - .

‘Venezuela (GOV) which allegedly. .
- confer subsidies on manufacturers,
" producers, or exporters in Venezuela of

redraw rod. We are initiating an
investigation on the following programs:
¢ Govemnment Financial Assistance
on Terms Inconsistent with Commercial
Considerations o
—Government Loans on Terms
Inconsistent with Commerical
Considerations
«-Government Loan Guarantees .
~—Assumption of Hard Currency Debt
—~Tax Contributions to Cover Debt
Service Costs
+ Export Subsidies
—Perferential Export I-‘mancmg
(FINEXPO)
~Export Certificates
—Maultiple Exchange Rates
—Perferential Pricing for Inputs used 1o
Produce Exports
+ Sales Tax Exemptions
¢ Import Duty Reductions
¢ Perferential Tax Incentives
We are not initiating an investigation on
the following program:
Gevernment Equity Infusions .
.Petitioner alleges that the GOV is
expected to provide capital to a group
headed by Suramericana de Aleaciones
Laminados, C.A. {SURAL), a private
company, to fund a new smelier, and
that any GOV equity infusions into its
aluminum products indgpisy are -
inconsistent with commercial
considerations.This new smelter would

‘supply SURAL’s aluminum rod and wire

plant. In order for the Departnrent to
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investigate an allegation on equity, the
petition must contain: {1) Evidence of -
government equity participation, and {2)
a showing that such participation may
be on terms inconsistent with
commercial considerations.

Although the petition contains
information that the GOV, in
conjunction with Austrian concerns,
plang to invest in & new smelter project
for SURAL, the petition does not provide
any evidence that SURAL, or even the
aluminum industry, has been losing
money ot is otherwise unattractive to
private investors. Since petitioner has
not provided any information that GOV
equity investments in SURAL would be
inconsistent with commercial

.considerations, we are not initiating an
investigation on this allegation.

As a standerd practice in our
countervailing duty questionnaires, we
ask for information on the ownership
structure of each firm and for financial
statements. If the information provided
in response to these standard questions
shows that the GOV holds equity in -
SURAL, and that SURAL has incurred -
financial losses, we will examlne l.his
issue further.

Notification of ITC

Section 702(d) of the Act requires us
to notify the ITC of this action and to -
provide it with the information we used
to arrive at this determination. We will -
notify the ITC and make available to it
all nonprivileged and nonproprietary
information. We will also-allow the ITC
access to all privileged and business
proprietary information in our files,
provided that it confirms that it will not
disclose such information, either
publicly or under an administrative

- protective order, without the express’
written consent of the Deputy Assistant
Secretary for Import Adntinistration.

Prefiminary Détemlnnﬁon by ITC -

The ITC will determined by August 28,
1987, whether there is a reasonable
indication that imports of redraw rod
from Venezuela cause or threaten .
material injury toa US. industry. If its
determination is negative, this °
investigation will terminate; otherwise,
it will proceed according te the statutory ..
and regulatory procedures. .~ . .

This notice is published pursuant to'
section 702(c){2) of the Act.

Gilbert B. Kaplan, . ' :
Deputy Assistant Secretary foi lmporl
Administration. -

Augult 3, 1987.

{FR Doc. 87-18051 Filed 8-7-87; 8:45 am]
BILLING COOE 3410-DS-4
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mills; a "properzi mill," and a Scuthwire SCR mill similar to Scuthwire's
Hawesville, KY, mill. 1/

Sural and the more than 160 other private alumirmm firms in Venezuela have
trouble buying as much alumimm as they would like from Alcasa and Venalum. A
‘State Department airgram states that the problem stems from a multiple-pricing
system whereby Alcasa and Venalum receive more for export sales than they do
for damestic sales as a result of exchange rates and Goverrment export
boruses. A private campany, Alusur, headed by Sural, plans to construct a
115,000 metric-ton-per-year smelter to supply Sural's rod arxd wire plant. It
will be coupled with a 60,000 metric-ton-per-year expansion in wire and rod
capacity at Sural. Once started, these plans for expansion are expected to
take 3 years to camplete. 2/ Mr. Alfredo Riviere, President of Sural,
indicated that Sural has been expanding its capacity to produce mechanical
aluminum rod and contracting its ability to produce electrical conductor
alumimm rod. Sural is also interested in expanding its presence in the United
States through acquiring closed rod, wire, and cable facilities. One of the
reasons Sural wishes to establish rod facilities in the United States is
because it wishes to take advantage of utility markets closed to firms that

produce utility cable from foreign-produced alumimm rod. 3/ * * %, 4/

* * * * * * *

Avajilable information on the producers of alumimm rod in Venezuela is
presented in table 1.

1/ Transcript, p. 39.

2/ Department of State airgram from the U.S. Enbassy, Caracas, Venezuela,
July 11, 1986, p. 4.

3/ Transcript, pp. 123-130.

4y * * k,
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Table 1

Alumimm rod: Venezuelan production, capacity, capacity utilization, domestic
shipments, export shipments to the United States, and exports to third
countries, by firms, 1984-86, interim 1986, and interim 1987 1/

Interim period——

Item 1984 1985 1986 1986 1987
Production: _
Cabelum.ccceeeeses.SHOrt tons.. *dk *kk dekk dhk hkk
Joonel 2/.ccsssssscscsseclDesa. R dedek hkk dedek dededk
Sural 3/.sececssscccsscss@0.aes_kh% dkk bk ek dkk
Total.eesaceccccnssssselOeeass *hk sk dedede dekk dedkek
Percentage change...ceo0cveee = *hk dhk - dekdk
Capacity:
CabelM...cseee0...80N0rt tons,, *kk hkk hk dkk dedek
Toeonel 4/ cccecccccccscssslOoea, ik *kk dekok dedek hekk
SUral 5/«cccscsecscvoneeslOese, hik edede dekek hhh dedk
TotAl.viececocacscacses@Ousss Whk Fedek hhk ddkk dededk
Percentage change....sseeeaeses = *kk ek - dedkk
Capacity utilization:
Cabelum...ssesee00000spercent.. #k* Ak hkk hhk dekk
JoonelieeecsveocscecscneeselOuees *h¥ hkk ik dedede deded
Sural.cccsceccceccccacncssdOus.. *hk bk kakd dekk dededk
Average...ccceeeesnseeelOec.. *k% dedde dedede dekedk *kk
Domestic sales:
Cabelum.ccesaeaeq..8n0rt tons.., *+k ddek Fkk dokk deded
Iooeleeeccconccccccnsses@ieee *kk dedede dedek dedkk dedede
Sural 6/.cccccceccsscaceslOieas *kk e dedede kkk Hokk
TotaleioeeesoeencscseeelOue.. *hk *kk dekk hdkk Yededk
Percentage charge...ccceetev000s = dededk dedk - dokek
Exports to the United States:
Cabelum. cceaveeess.Short tons.. *ik ek Hekk dokde dekk
Joonel..cievosesessnassssd0..., *h% LE dedkek ek ek
SUral.cccecescescsccsceeslOuess *kk wokk dedede dedek Sk
TotAleeccsascccaassssesOees, Fkk dedeke Rk hk dedede
Percentage change..cessseessees - dekek sk - dehde
Exports to third countries:
CabeliM..ccvees....short tans.. sk dedede dedesk hdek dedede
Teonel.veeceeeasscnvenasal@0eees *kk ke hkk hkk hkdk
BUralisececsceccscossccesslOces. *kk bdudod ek dedkdk hkk
Total.iuessesscoensaasalOue.. *kk dedede dedkek Rekk Jededke
Percentage change..ceesescccsses - dhdk Rdek - Rk
1/ * * *,
2/ * k *,
3/ * k *x,
4/ * k %,
5/ * % *,
6/ * * *k,
Source: Campiled fram data provided by counsel for Sural, Iconel, and Cabelum.
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Table C-1
Alumimm rod: U.S. producticn, capacity, and capacity utilization, by firms,
1984-85, Januaryhmarchylgss, ard Jamary-March 1987

- January-March—-
Ttem 1984 1985 1986 1986 1987
Production:
AlCABN.cceicecessseShOrt tons.. ke dekde Rhk ek kekk
AlODAcectiiitscnacacessse i@Duues Fkk dedede dedede dekdk khk
) X=T-T) T '« TR Rk dekek dehk ek
KalSer..viiieecencoeans e sG0ce.. *h¥ *hek *kk ke ek
NOYanda:.eceeeececnccessssl00ese *hk Rk hekk Rk ke
REYNOLAS. s cveeecccncnesedl0ias, *hk *kk sk *kk kk
SOUthWire. . ceavecsessses sG00ae. Rk fakudad Hkk kkk *kk
Total.eeveseeecsssnnsss@0.... 363,275 300,166 279,173 86,648 70,243
Average capacity over period:
Alcan 1/..ccss0s-..800rt tons,.. **x Rhk dedeke ek Fekk
Alcoa 2/ccvcecsersnssoseslDeees *hk dedkek hkk Jedesk Fekk
ESSEX 3/¢iesccacannvrsese@0cess *kk dedede Rk Rk *edk
Kaiser 4/ icececcccceces l00es. Hkk Rk Hkk *kk *kk
Noranda 5/.ceececccsscesclDeees Rtk sk ddede *dek *kk
ReYNOlAS 6/.cceemcesssosslOeees k¥ dedek dkk dedd Kk
SoUthwire 7/..cceeececeecsol0ees. Kkkk hkk b idd *kk deokok

Total..cvieseveseessso.do.... 513,953 518,786 503,786 130,539 110,760

Capacity utilization:

AlCAN: i tsececcanssssPEYCENE, . Fhk hkk Fekk dkk Fekk
AlCOA. ceseseseconrsnsseselOeass *hk Rk ke *kk *kk
ESS@X 8/ccceeenncsssnsoeclOua,, *hk Rk hekk Rk Rk
Kaiser....cveceeseesesseee@0ca.. Wkk *kk Hkk Rk ek
Noranda..ceeseocesssessealOeess *hk dedkdk Hkk Rk *eokd
ReynoldS..ceeecsesasseeeal0ca., *hk *kk Rk dekek Fdek
SOUthWire.cceeecesssnrecadOue. . kik *kk kkk hhk *kk
AVErag€.cecesssrocccsrelOucas 67 56 55 65 63

1/ Based on operating the firm's alumimm rod facilities * * * hours per week,
* * % yeeks per year.

2/ Based on cperating the firm's alumimm rod facilities * * * hours per week,
* % % weeks per year. * * %,

3/ * k%,

4/ Based on operating the firm's alumimm rod facilities * * * hours per week,
* % * weeks per year.

5/ Based an operating the firm's aluminum rod facilities * * * hours per week,
* * * weeks per year.

6/ Based on operating the firm's aluminum rod facilities * * * hours per week,
* * % weeks per year.

1/ Based on operating the firm's aluminum rod facilities * * * hours per week,
* * * weeks per year. The closure of Southwire's Carrollton, GA, rod facility
in December 1986, reduced its practical annual capacity to produce aluminum rod
by approximately * % * tons,

8/ * * %k,

Source: Compiled from data submitted in response to questicrmaires of the U.S.
International Trade Commission.

B-10



B-11

Table C-2

Alumimm rod: U.S. producers' domestic shipments, intracompany transfers, and
total domestic shipments, by firms, 1984-86, January-March 1986, ard
January-March 1987

(Short tons)

J: ~March--
Item 1984 1985 1986 1986 1987

Domestic shipments:

AlCANeesvsscssnccassncsssansses NhR dedeke hkk dkk hkk
ALCORe eeesesesacanancaseseseseas NhK Rk ke Ak Kk
ESSEXeeoccossssesannssnssssanss WAR hkk dedhk *hhk Hkk
45 1= =1 o kel Feokdke ke hkk *kk
NOYaNAA:seessecsasssccsssccaass FhE ek ek ek *kk
ReyNoldS..ceecsceacscssssnnsens KAk *kk dekk *kk Fkk
SOULhWiYC: e ascscacsscersossaae Thk deiek Fhk dekeke Rk

ml.....'l.'...l.I.'...l... 77'419 71’807 83'206 25'125 22'489
Intracompany transfers:

BAlCAN.c.ccececcssencnsssnsanssas KAN *kk *kk ddeke Fokk
Alm.....t......'..l.ll....l.. *** *** *** *** ***
M.lI.l.........'l..l-.l.... *** *** *** *** ***
mm.l.l.......‘...l..l....-- *** *** *** *** ***
NOranda. ccceeecacscscssscssscses WEE hkk Rkl Hehke Rkk
ReYNOLAS. ssvscecsssnssasssnsaes ¥h¥ dedek *kk dedede dekk
SOUthWire. ceoceccesssstncccnans Rik dedek dkk dkk Hok

Total.ceceacaccacascncveneces 290,111 233,216 195,964 61,165 50,092
Total domestic shipments:

AlCAN. tcvevevesvacnssstsssnsnss KWK ek kdek dedede kdek
BlCOA. ieecencscansossssacansoes HhR Fkdk hdek dehk *kk
ESSOX.cetcaccncsaascssssssncsscas NAAE - hkk kkk kkk *kk
KAlSer. . vveeeesseessrtsscoancass Wik dekde Fedkek dkk *dkk
NOranda..scsecccccesssssssseass XkE Fekk kdkk ddkk ek
ReynoldS. .cceeesenssccsrssccnes k¥ dedek Fkk dokk ddek
SOUtNWIYe.cseasessssecsccnsnses Wik ek *ek wkek *kk

ml.'...........ll.I......- 367’530 305,023 279,170 86'290 72'581

Source: Campiled from data submitted in response to questiomnaires of the U.S.
International Trade Camission.



B-12



B-13

APPENDIX D
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Table D-1
Alumimm wire and cable: U.S. producers' net damestic shipments and U.S.

imports for consumption, 1984-86

(Short tons)

Item 1984 1985 1986
Net domestic shipments:

Bare Wire..ceeesrsscnsssnsnssss 4,500 3,500 3,500

ACSR 1/ and bare cablé..e.ces... 170,500 138,500 119,500

Insulated or covered wire

and cabl.cecsssctsssccsssess 196,500 197,500 198,000

Imports, all sources:

WiYe 2/ ececccsscsnssinsannases 3,326 4,671 3,545

Cable 3/ ccevecersnccscccscncsas 2,668 2,236 2,465

1/ ACSR is alumimm conductor steel reinforced cable.

2/ Includes imports under TSUS items 618.20 (alumirmm wire, not coated or
plated with metal) and 618.22 (alumimm wire, coated or plated with metal).
3/ Includes imports under TSUS item 688.20 (uninsulated electrical conductors,
camprised of alumimm wire or strand spirally wound or twisted around a steel
cr alumimm core).

Source: Domestic shipments campiled from the Alumimim Association and imports
campiled from official statistics of the U.S. Department of Cammerce (imports).
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Alumirnm wire: U.S. imports 1/ for consumption, by principal sources, 1984-86,

Jaruary-May 1986, and Jamary-May 1987

Source 1984 1985 1986 1986 1987
Quantity (tons)
CanadAeeessscccscnccosssccsnnse 690 933 1,406 542 967
United KingdOMieeeeeoeocsesaes 152 352 584 147 172
West Germany cescecccsescstaas 55 87 323 292 30
Venezuela..ccseeveeeessssersss 1,430 2,080 308 236 93
Yugoslavia.cceeecsacaccecacens 18 118 277 66 92
JAPANeeescesresnsccaacsacconee 307 102 197 83 47
B = = 1= 0 44 168 168 0
FranCeee s vverscacennsssccsane 245 354 119 87 22
Belglum and IxembourGe cesseee 155 184 110 56 20
TAIWAN. e ecsscesaceosncassscane 2 0 39 38 3
Brazileciecececcocasnncscscnse 37 291 o 0 0
All other.iiviveessensscssscnns 235 128 14 2/ 100
Total...vceccecrenranssase _3,326 4,671 3,545 1,715 1,546
Value (1,000 dollars) 3/
Canada....cccevsevvenscosssees 1,711 2,343 4,192 1,561 2,293
United KingdmM.eeeecoescsoenocs 491 1,183 2,487 522 596
West GermaNy.icceccscsccessaene 273 280 698 458 280
Venezuela. s ccsseesesscsscesess 1,960 2,004 332 223 147
YUgOS1avid.cccceesesnsssscsnse 67 428 865 222 351
JaPAN.eecesosvsenncnsscssssssas 934 514 580 205 150
ISI‘ael.u..................... - 192 772 772 -
m...t'.0......-...0...... 636 882 305 223 49
Belgium and IaxembourYesseseos 357 358 233 113 49
TaiWaN.etcceeeccsnccscsssccnne 5 - 64 62 19
BraZil........................ 186 368 - - -
All other..iisescecscssssccnes 493 326 77 5 217
Totaleseeeeoosoresssensees 7,113 8,878 10,605 4,366 4,151

1/ Includes imports under TSUS items 618.20 (alumimm wire, not coated or
plated with metal) and 618.22 (alumirmm wire, coated or plated with metal).

2/ Less than 0.5 ton.

3/ Import values are C.I.F. duty-paid values.

Source: Compiled from official statistics of the U.S. Department of Commerce.

Note.--Because of rounding, figures may not add to the totals shown.
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Table D-3
Aluminum cable: U.S. imports 1/ for consumption, by principal sources,
1984-86, Jarmary-May 1986, and Jamuary-May 1987

Source 1984 1985 1986 , 1986 1587

Quantity (tons)

CanNada.ceneessssvsansceonrsnras 38 144 8 2/ 2
United Kingdom....cceeveenenes 10 0 11 0
West Germany...coviesccevsveses o - 48 7 6
Vel'ﬂzuela..-..u-’............. 0 697 1'434 434 99
Yugoslaviad.....eseeeeneseseess 110 66 0
JAPAN.cccroccctssscscsnsnasannse 315 162 150 36 2
Belgitm and Luxenmbourg........ o] o] 50 15
Taiwan.cccevssroreaencscsssses 1 9 8 1
Brazil..c.ccveeverenncencssanes 1,979 303 92 52
Spain...cccevescitecacccncecses 150 485 283 262
South Korea..viccevvencssscnss ] 265 403 321 2/
All other...esstsrcenacocossnnne 65 57 19 19 6
Total.eereeroocnccrnnceees 2,668 2,236 2,465 1,149 1,058

Value (1,000 dollars) 3/

CanadA..cecossssrocncnassccnnnna 79 438 14 3 40
United KingdomM. .caeececceceses 56 - ' 300 -
West Germany .+ ccessessvscssses - 137 34 27 50
Venezuela. . vvcrseceessscssscnne - 914 2,029 537 1,466
Yugoslavia...cceeeeeeccosseesss 143 108 - -
JAPAN.cssersrsossscansesenssssnne 450 258 321 : 98 176
Belgium and Iuxenbourg.....«.. - - 109 41
TaiWan. s eoeeeerensesnnsansenes 17 25 28 5
Brazil......ccecceesesonsecees 3,263 - 395 127 70
Spain...ciiiieceacccnstesnnene 325 834 521 481
So.lﬂlmrea........-.......... - 463 595 478
All other.iiveceeccsssssrssonse 138 306 45 39
Total.eveseecsessesceneeas 4,471 3,878 4,123 1,779 1.8

QOWVWOOONORO O

(=38 w
chI\Dbl 1.0 |

1/ Includes imports under TSUS item 688.20 (uninsulated electrical conductors,
carmprised of aluminum wire or strand spirally wound or twisted around a steel
or alumimm core).

2/ less than 0.5 ton.

3/ Import values are C.I.F. duty-paid values.

Source: Campiled from official statistics of the U.S. Department of Commerce.
Note.—Because of rounding, figures may not add to the totals shown.
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APPENDIX E

SOURCES OF ALUMINUM PRICES
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* * % for Metals Week, constructs both the U.S. market price and the U.S.
transaction price for alumimm. Both measure the price of alumimm on a
delivered basis to the U.S. Midwest. However, they are created differently and
are based on different sources.

For the Metals Week U.S. market price, * * * surveys 18 to 20 consumers,
, and traders of alumimm each week. He asks where they had dane
business that week, or if they know where business has taken place. Price ard
volume data are gathered and a high-low price range is compiled and presented
as the weekly price. The monthly average is the average of all the weekly
lows. In creating this range of prices, * * * stated that he will only drop
extremes if there exists a fairly good volume of transactions that week and
prices are concentrated in one range. However, he will not drop the extremes
if the market is considered highly volatile, or if a small volume of business
occurred during the week.

The U.S. transaction price is the daily Iondon Metal Exchange (IME) cash
settlement price plus a premium differential for transportation to the U.S.
Midwest. It is presented on a daily basis, and is developed in such a way that
the price will never be lower than the U.S. market price's low. The
transportation premium is developed on the basis of discussions with people in
the industry.

Alumimm is traded on the IME on a 3-month-option and spot (cash) basis.
The alumimm that is traded on the exchange is based on purity levels of 99.5
percent, as opposed to 99.7 percent used in formulating the Metals Week
prices. * * %, however, dismissed that this could cause a significant price
differential.

* * * camented that as recently as 6 months ago, prices were considered
somewhat linked to the U.S. market. However, in the last 6 months, this link
has declined. There have been charges of market manipulation, as well as a
general erosion of confidence in the IME since the tin crisis of October 1985.
Also, a "backwardation" of the market presently exists (spot price greater than
the 3-month price), which has added to the apprehensiveness of the market. At
one time, * * * remarked, people in the industry would respord to his questions
in terms of premiums over the IME price; now, however, responses have been in
terms of total selling price.

* * % commented that the Metals Week price was an inflated mumber because
it was based on an average of producers, consumers, and the OOMEX (traders).
The IME, he states, is more in line with the world price of alumimm. Sellers
prefer the Metals Week because of the higher prices, but there has been a
gradual evolution in the industry to the IME for the purchase both of
U.S.~produced rod and of imports.
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