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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-40 (Preliminary)
SECONDARY ALUMINUM ALLOY IN UNWROUGHT FORM FROM THE
UNITED KINGDOM

Determination

On the basis of the record 1/ developed in investigation No. 731-TA-40

(Preliminary), the Commission unanimously determines, pursuant to section

7

733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)), that there is[ééﬂf
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or that the establishment of
an industry in the United States is materially retarded, by reason of imports
from the United Kingdom of secondary aluminum alloy in unwrought form,
provided for in item 618.0650 of the Tariff Schedules of the United States

Annotated, which are alledgedly being sold in the United States at less than

fair value (LTFV).

Background

On March 24, 1981, the U.S. International Trade Commission and the U.S.
Department of Commerce each received a petition from the Aluminum Recycling
Association, Inc., alleging that secondary aluminum alloy in unwrought form
from the United Kingdom, is being, or is likely to be, sold in the United
States at LTFV. Accordingly, the Commission instituted a preliminary
antidumping investigation under section 733 of the Tariff Act of 1930

(19 U.S.C. 1673b(a)) to determine whether there is a reasonable indication

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



that an industry in the United States is materially injured, or is threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of the imports of such merchandise into the
United States. The statute directs that the Commission make its determination
within 45 days of its receipt of the petition, or in this case by May 8, 1981.
Notice of the institution of the Commission's investigation and of a
public conference to be held in connection therewith was duly given by posting
copies.of the notice in the Office of the Secretary, U.S. International Trade
Commission,vWashington, D.C. and by publiéhing the notice in the Federal
Register on April 8, 1981 (46 F.R. 21120). The public conference was held in
Washington, D.C. on April 20, 1981, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

DETERMINATION

On the basis of the record in investigation No. 731-TA-40 (Preliminary),
undertaken by the Commission under section 733(a) of the Tariff Act of 1930,

we determine that there is no reasonable indication that an industry in the

United States is materially injured or threatened with material injury, or

that the establishment of an industry is being materially retarded by reason
of imports from the United Kingdom of secondary aluminum alloy in unwrought
form, 1/ which are allegedly sold at less than fair value (LTFV).

The domestic industry

In general the domestic industry is defined as consisting of all domestic
producers of a like product or those ﬁroducers whose total output of the like
bproduct constitutes a major portion of domestic production of that
product. 2/ A like product is a product which is like, or in the absence of
like, most similar in characterisgics and uses with, the imported product
which is the subject of the investigation. 3/

The imported product which is the subject of this investigation is
secondaryvunwrought aluminum alloy from the United Kingdom (U.K.). 4/
‘Secondary.aluminum is included in a basket category under item 618.0650 of the

TSUSA which also includes unwrought primary aluminum alloy. 5/ The majority of

1/ Classifiable under item 618.0650 of the Tariff Schedules of the United
States Annotated (TSUSA).

2/ Section 771(4)(A) of the Tariff Act of 1930.

3/ Section 771(10).

4/ ARA Petition at 2.

5/ Staff Report at A-5.



U.S. imports of unwrought aluminum alloy consist of primary aluminum from
Canada and Ghana. 1/ Most of the remainder of the imports is of secondary
.aluminum, the majority of which is LM24 series alloy in the form of casting
ingot from the U.K.. 2/ France and West Germany are also alleged to have
exported small amounts of secondary aluminum to the United States. 3/

There are t&o,forms of unwrought aluminum alloys, primary and secondary.
Primary aluminum, produced from bauxite ore, has a high degree of purity and
hence cannot be produced from scrap. 4/ The majority of primary aluminum
alloy production is converted into wrought aluminum mill products. 5/

Unwrought secondary aluminum generally differs from primary in
composition, use and price. Secondary gluminum is recovered from scrap and is
available in different grades determined by alloy content. The great majoritv
of secondary alloy produced in the U.S. is used in the production of
castings. 6/ Primary aluminum alloys, which are of similar chemical
composition, can be substituted for secondary aluminum alloys in m#ny
instances; however, primary alloys and secondary alloys are not generally used
for the same purposes since primary alloys are more expensive. 7/ It is
possible, however, that, if the demand for primary were to drop significantly,

causing the price of primary to decline, the primary and secondary markets

1/ 1d. at A-17.

7/ .

3/ Brief of U.K. Association of Aluminum Refiners of April 24, 1981,
Appendices B-D.

4/ Staff report at A-2.

5/ 1d.

6/ 1d. '

7/ The distinctions made between primary and secondary aluminum in the staff
report are also supported by the conclusions reached by the second circuit in
the landmark decision involving the Sherman Act in U.S. v. Aluminum Co. of
America, 148 F.2d 416, 424 (2nd Cir. 1945).



could overlap. Ouf investigation did not reveal that any such overlap occurred
during the period covered by the investigation. Therefore we do not consider
primary alloy to constitute a like product.

With respect to secondary aluminum alloys, our investigation revealed no
significant differences in quality, characteristics, or use between the
domestic 380 series and the U.K. LM24 series. 1/ Both the 380 series and the
LM24 series are generally sold in ingot form, used almost exclusively in die
casting and have a very similar chemical compositionm. 2/ Therefore the 380
series,‘which constitutes a majority of all casting alloy produced in the
United States by independent smelters, is clearly like the imports of LM?A
secondary aluminum alloy from the United Kingdom. 3/ 1In addition, there are
other casting alloys which, although distinguishable by alloy content from the
380 series, may be used for essentially the same purposes. In the absence of
information suggesting otherwise, we believe that they also constitute
products which are like the imported article. 4/ We thus conclude that the
domestic industry in this case counsists of all producers of secondary aluminum
alloy used for casting.

In normal circumstances we would have assessed the impact of the alleged

LTFV imports on the domestic industry defined above. In connection with this,

i/'Staff Report at A-2.

2/ 1d. at A-2 and A-5.

3/ Under section 771(4)(B) the Commission is given the discretion to exclude
a domestic producer from the industry if it imports the dumped product. In
this case one of the domestic producers imports a significant percentage of
the LTFV imports. Thus, the Commission could have excluded it from the
domestic industry. However, its exclusion would not have altered the
Commission's determination.

4/ Vice Chairman Calhoun disassociates himself from this conclusi-u.  Tn his
view the like product should be unwrought secondary aluminum alloys used for
die casting because there is insufficient evidence to support a conclusion
that other casting alloys are like die casting alloys in characteristics and
uses. 5



the staff requested separate information on casting alloys, which would have
allowed us to assess the impact of the alleged LTFV sales on these products.
However, we received complete data only for the broader category of all
secondary aluminum alloys, which includes extrusion billets, alloys used for
steel deoxidization and miscellaneous alloys. These products differ from
casting alloys in composition and uses. In situations such as this, the
statute requires us to assess the impact of the alleged LTFV imports on the
narrowest group or range of products, which includes a like product, for which
the necessary information can be provided. 1/ Therefore, our determination in
this case is based upon an examination of the impact of these imports on all
secondary aluminum alloy production.

The petitioner alleges that this is an appropriate case for the

Commission to find a regional industry 2/ consisting of 10 states in the

1/ Section 771(4)(D).

Z/ Section 771(4)(C) of the Tariff Act of 1930 states that--
In appropriate circumstances, the United States, for a particular
product market, may be divided into 2 or more markets and the
producers within each market may be treated as if they were a
separate industry if--

(1) the producers within such market sell all or almost
all of their production of the like product in question in that
market, and '

(ii) the demand in that market is not supplied, to any
substantial degree, by producers of the product in question
located elsewhere in the United States. .

In such appropriate circumstances, material injury, the threat of
material injury, or material retardation of the establishment of an
industry may be found to exist with respect to an industry even if
the domestic industry as whole, or those producers whose collective
output of a like product constitutes a major proportion of the total
domestic production of that product, is not injured, if there is a
concentration of subsidized or dumped imports into such an isolated
market and if the producers of all, or almost all, of the production
within that market are being materially injured or threatened by
material injury, or if the establishment of an industry is being
materially retarded, by reason of the subsidized or dumped imports.



North Central region of the United States. 1/ We take no position as to
whether there is a regional industry. The information gathered by staff
suggests that the regional criteria may have been met, with the possible
exception of the requirement that regional producers sell all or almost all of
their production within the region. But assuming arguendo that this case
satisfies the statutory criteria for consideration of a regional industry
comprising the north-central United States, we have analyzed injury on the
basis of both regional and nationwide data. This choice did not prove to be a
determining factor, since the trends in the data collected on the regional
industry are essentially the same as those of the nationwide industry.

No Reasonable Indication of Material Injury

We have determined on the basis of the best information available 2/ that
there is no reasonable indication that the domestic industry is being
materially injured or threatened with material injury on either a nationwide
or regional basis by reason of the alleged LTFV imports. Our conclusion is
based on the extremely low level of penetration of the LTFV imports and the
absence of any significant effect on domestic prices as a result of the low
level of the LTFV imports. Thus there is no causal link between the declines
experienced by the domestic industry and the LTFV imports. 3/

Despite the increase in imports from October to December, 1980 and in

March 1981, the overall import penetration level remained extremely low

1/ The North Central region proposed by petitioner includes Nebraska, North
and South Dakota, Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota and
Iowa. The ports of entry for these states are Chicago, Cleveland, Toledo, and
Milwaukee.

2/ Section 733(a).

3/ Section 771(7)(A), (B) and (C).



throughout the period covered by this investigation. As a percentage of total
domestic consumption, U.K. imports accounted only for 0.2 percent of apparent
consumption in 1978, decreased to less than 0.05 percent in 1979, and then
rose to 0.2 percent in 1980. 1/ Penetration in the North Central regiom
followed a similar trend. 2/

The low level of import penetration did not have a significant effect on
domestic prices. First, although domestic prices did decline during the last
three quarters of 1980, 3/ prices began to increase by the end of the first
quarter of 1981. 4/ Second, the margins of underselling declined during this
period while imports increased. 5/ Third, the price decline in 1980 was due
to factors other than the sales of U.K. imports such as low scrap prices 6/
and the 16 percent drop in domestic consumption during 1980 brought on by
declines in the auto industry. 7/ The principal end use of secondary aluminum
alloys is in auto production. 8/ The relationship of the state of the auto
industry and scrap prices to the domestic price is further demonstrated by the
fact that, as auto sales increased and scrap prices rose in 1981, aluminum
prices also increased. Thus, we have determined that the U.K. imports of

secondary aluminum did not significantly affect the price of the domestic like

product.

1/ Staff report at A-24.

2/ 1d.

3/ Id. at A-26.

4/ Id. at A-29.

5/ 1d. at A-30.

6/ During the Preliminary Conference, industry witnesses testified that the
scrap market is highly competltlve and that the cost of scrap accounts for 85
percent of U.S. producer's cost of goods sold. See Transcript of Conference
at 27 and Staff Report at A-3.

7/ staff Report at A-20.

8/ Id. at A-6, A-20.



While we recognize that data on production, shipments, inventories
capacity, and financial performance indicate that the domestic industry was
depressed in 1980 and the first quarter of 1981, 1/ we have found no causal
link between this decline and the alleged LTFV imports. This conclusion is
based on the very low level of import penetration and the presence of other
factors which explain any injury such as the substantial decline in auto
production and the resulting price drop in the aluminum market. Aé a result
of these factors, total consumption fell by about 16 percent in 1980, while
consumption in the North Central region fell by 18 percent. 2/ The conclusion
is further supported by the fact that the staff was able to confirm only four
of the 11 instances of lost sales alleged by petitionmer. 3/ Additionally, all
qf the four firms reporting purchases of U.K. imports stated that their main
concern was to maintain alternate supply sources and that the amount purchased
was a very insignificant portion of their total secondary aluminum alloy
purchases. 4/

No threat of material injury

The secondary aluminum alloy industry in the United Kingdom is a mature
industry with no planned additions to capacity, in fact, some reductions are
likely. 5/ During 1980, only 3.6 percent of the United Kingdom's total
exports of secondary aluminum alloy were shipped to the United States despite

a depressed market in the United Kingdom and in Europe, the principal U.X.

1/ Id. at A-10 through A-24.

2/ 1d. at A-20.
3/ 1d. at A-30-A-31.

z/ Id. at A-31, and Transcript of Preliminary Conference at 33 and 34.
5/ Post-conference brief of respondent, app. A.



10

export market. Thus, there is no reason to expect increased exports to the
United States in the future. U.S. producers have greatly increased their
export shipments (U.S. producers responding to Commission questionnaires
reported exports of 8 million, 18 million, and 62 million pounds,
respectively, in 1978, 1979, and 1980). 1/  Furthermore, U.S. producers'
inventories are declining. Futuré prospects for the industry are bright as

government forecasts call for increasing per unit usage of aluminum in

automobiles in the 1980's. Information was presented at the public conference

that some producers increased prices in March 1981 and planned further
increases in April in response to increased automobile production. 2/
CONCLUSION

On the basis of the information developed in the course of this
investigation, we have determined that there is no reasonable indication that
an industry in the United States is materially injured or is threatened with

material injury by reason of alleged LTFV imports of unwrought secondary

aluminum alloy from the United Kingdom.

1/ staff Report at A-l4.
2/ Transcript of Preliminary Conference at 13 and 24.

10



A-1

INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On March 24, 1981, a petition was filed with the U.S. International Trade
Commission and the U.S. Department of Commerce by the Aluminum Recycling
Association, Inc. (ARA), on behalf of its member firms, alleging that
secondary aluminum alloy in unwrought form from the United Kingdom, provided
for in item 618.0650 of the Tariff Schedules of the United States Annotated
(TSUSA), is being, or is likely to be, sold in the United States at less than
fair value (LTFV) and that an industry in the United States is materially
injured, or threatened with material injury by reason of imports of such
merchandise. Accordingly, on March 30, 1981, the Commission instituted
preliminary antidumping investigation No. 731-TA-40 (Preliminary) under
section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by -
reason of the imports from the United Kingdom of secondary aluminum alloy in
unwrought form allegedly sold or likely to be sold at LTFV. The statute
directs that the Commission make its determination within 45 days of receipt
of the petition, or in this case by May 8, 1981.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was duly given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of April 8, 1981 (46 F.R. 21120). A public conference was held in
Washington, D.C., on April 20, 1981, at which all interested parties were
afforded the opportunity to present information for consideration by the
Commission. 1/

The Product

Description and uses

Aluminum is one of the most abundant elements in the earth's crust and
one of the most widely used nonferrous metals in the world. It is lightweight
and corrosion resistant and has good thermal and electrical conductivity. It
is readily formed by practically all known metalworking techniques. For most
applications it is necessary to alloy aluminum with other elements in order to
achieve the optimum combination of properties. Such elements include, but are
not limited to, copper, iron, magnesium, manganese, nickel, silicon, titanium,
and zinc.

1/ Copies of the Commission's notice of investigation and conference and a
list of witnesses appearing at the conference are presented in app. A. A copy
of the Department of Commerce's notice of initiation of its antidumping
investigation is presented in app. B.

A-1



A-2

Secondary aluminum, the type which is the subject of this investigation,
is recovered from scrap; primary aluminum is produced from bauxite ore.
Virtually all unwrought secondary aluminum is marketed in the form of casting
ingot.l/, extrusion ingot, or shot for use in producing castings, extruded
shapes, or deoxidizing steel, respectively. It appears that the demand for
specific grades of secondary aluminum alloy is determined by the chemical
properties required in particular end uses. Primary aluminum can be
substituted for secondary aluminum in many applications; however, the great
bulk of primary production is converted into wrought aluminum mill products.

The principal use of unwrought secondary aluminum in the United States is
in the production of castings. Casting alloy accounted for 81 percent of all
secondary aluminum produced in the United States by independent smelters in
1979 (table 1). This was the only product that the petitioner identified as
being imported from the United Kingdom at LTFV and the only unwrought
secondary aluminum product the Commission was able to identify as being
imported from the United Kingdom. The most common secondary aluminum alloy in
the United States is the 380 series alloy; the alloy is designated the LM24
series in the United Kingdom. Both are used to make die castings and, as is
shown in the following tabulation, the chemical composition of the two alloys
is very similar:

380 alloy IM24 alloy

Alloying element (percent) (percent)
Silicon 7.5-9.5 7.5-7.9
Iron .7-2.0 1.3 maximum
Copper 3.0-4.0 3.0-4.0
Manganese—- «5 .5
Magnesium .3 .1
Zinc 1.0-3.0 1/ 1.5 maximum 3.0 max. 2/
Titanium «2-2.5 .2 maximum
Tin .25 .2 maximum
Nickel ) ‘ «5

1/ The 380 series includes 3 separate alloys with the designations 380-1
percent zinc, 380-2 percent zinc, and 380-3 percent zinc.

2/ The IM24 series includes 2 separate alloys--LM24A, with 1.5 percent zinc,
and LM24B, with 3.0 percent zinc. :

There are no significant differences in the quality, description, or uses of
the domestically produced and imported products. z/

Primary aluminum alloys in unwrought form typically differ significantly
from secondary alloys in chemical composition, use, and price. Primary alloys
are usually "specialty" alloys containing either few alloying metals or a
mixture of metals which cannot be easily obtained from scrap (e.g., low-zinc,

lj'Secondary aluminum alloy is also sold in molten form, primarily for use
in the production of castings.
2/ See transcript of the conference., pp. 38-41 and 81.
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A=4

low-manganese, or low-iron alloys). These specialty alloys are used in
applications in which a secondary alloy would be unsultable, such as when a
customer wants a high degree of purity. Secondary alloys are preferred when
good machinability and castability are desired; these properties result from
the various alloying metals inherent in aluminum scrap. Primary aluminum
production is much more energy and capital intensive than the production of
secondary aluminum, and primary alloys therefore generally command a
significantly higher price.

However, some primary alloys are essentially identical to their secondary
counterparts. Under normal market conditions, when demand for primary
aluminum is strong, the quantities of such primary aluminum alloy produced are
relatively small (probably representing less than 2 percent of primary
aluminum production but up to 10 percent of secondary production). If demand
for primary aluminum alloy declined markedly causing a price decrease, the
area of overlap between the two types of alloy would probably increase but
remain relatively small.

The scrap used to produce secondary alloys is divided into four principal
categories: (1) Borings and turnings; (2) new clippings, forgings, and other
solids; (3) residues; and (4) old scrap. Borings and turnings result from the
machining of castings, rods, bars, and forgings, and are supplied chiefly by
the aircraft and automobile industries. New clippings, forgings, and other
solids are obtained from the aircraft industry, fabricators, and industry and
Government manufacturing plants. Residues such as dross, skimmings, and slag
come from various melting operations--the primary reduction plant, the
smelters' own operations, plants producing their own rolling ingots or
billets, and foundries. 01d scrap may originate from any of thousands of
products. It may come from dismantled automobiles or trucks, discarded
household items such as pots and pans, old refrigerators, or scrapped power
cables. The scrap market can be highly competitive, and scrap prices account
for as much as 85 percent of U.S. producers' cost of goods sold. l/

In the processing of scrap, the preparation for smelting varies in
accordance with the type of scrap being handled. During this preparation,
each type of scrap is sampled for analysis and metallic-yield purposes.
Following the various preparation processes, the scrap is smelted in
reverberatory furnaces which are fueled by either natural gas or oil. The
process 1is basically one of blending elements until proper specifications are
reached. Between 2,000 and 2,500 British thermal units are required to bring
a pound of aluminum alloy to a casting temperature. The ovens are loaded
slowly, on a batch basis. The chemical composition of the alloy in the
furnace is under constant control. As soon as the initial mass is analyzed,
other scrap, with known composition, is blended into the mass. Alloying
agents such as silicon and copper may also be added. When the mass, or
"heat,"” has been brought to the proper chemical composition, the molten metal
is "cleansed," or refined. After the cleaning stage, the finished alloy is
poured into molds and allowed to cool and harden.

1/ See transcript of the conference, p. 27.
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Secondary aluminum is produced and shipped most frequently in ingot form
(15-pound and 30-pound sizes), although some quantities are shipped as molten
aluminum in thermos trucks. The basic technology has remained relatively
unchanged over the last 30 years. The initial capital investment is
relatively low; however, the ovens must be rebuilt every 3 to 5 years. In the
last 5 years, the secondary smelters have had to make major investments in
environmental-control equipment--especially "bag” houses and scrubbers. The
bag houses are air filtration systems. The air in the plant is drawn out
through air vents and ducts to a central house containing numerous filters
(similar to vacuum cleaner bags), which capture the particulate matter in <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>