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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-145 (Preliminary)

CERTAIN STEEL VALVES AND CERTAIN PARTS THEREQOF
FROM JAPAN

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 733(a) of the Tariff Act of 1930
(19 U.S.Cc. § 1673b(a)), that there is a reasonable indication that industries
in the United States are materially injured by reason of imports from Japan of
steel wedge gate, globe and swing check valves and certain parts thereof g/
(other than bellows seal valves and non-machined valve bodies), provided for
in item 680.17 of the Tariff Schedules of the United States, which are alleged

to be sold in the United States at less than fair value (LTFV).

Background

On September 22, 1983, counsel for the Valve Manufactures Association
Fair Trade €ouncil and 11 U.S. producers filed a petition with the U.S.
International Trade Commission and the U.S. Department of Commerce alleging
that an industry in the United States is materially injured, by reason of
imports from Japan of certain steel valves and certain parts thereof which are
allegedly being sold at LTFV. Accordingly, effective September 22, 1983, the
Commission instituted a preliminary antidumping investigation under section

733(a) of the Act (19 U.S.C. § 1673b(a))-.

}] The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ The term "certain parts” means "partially completed” valves. "Partially
completed” valves, in turn, are machined forged or cast valve bodies imported
alone or together with one or more of the following parts: bonnet, stem,
wedge, handle, and seat rings. Excluded from the definition are "rough",

i.e., nonmachined valve bodies, the above designated parts imported alone,
and miscellaneous minor parts such as fasteners. 1



Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on October 4, 1983 (48 F.R. 45319). The conference was held in
Washington, D.C. on October 17, 1983, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION
In this preliminary investigation, we determine that there is a
reasonable indication that industries in the United States are materially
injured 1/ by reason of imports from Japan of steel wedge gate, globe, and
swing check valves and parts thereof other than "bellows seal" valves and

nonmachined valve bodies. 2/3/

In making this determination, we have analyzed the characteristics and
uses of the imported steel valves and parts thereof and found that there are
nine domestic like products and nine industries. There was not sufficient
information to support a finding of a broader like-product definition.
However, we have not precluded redefining the like products or the domestic
industries in any final investigation. In light of the producers' inability

to break out the data by wedge gate, globe, and swing check valves and our

1/ "Material retardation" is not an issue in this investigation and will
not bhe discussed further.

2/ Having found a reasonable indication of material injury, Chairman Eckes
and Commissioners Haggart and Lodwick do not reach the issue of threat
of material injury. Commissioner Stern determines that there is a
reasonable indication of material injury, but not of threat of material
injury. See n. 46 infra.

3/ Petitioners requested that they be allowed to amend their petition to
exclude bellows seal valves, which they did not intend to include within
the scope of their petition. They also requested the exclusion of
nonmachined (i.e., unfinished) cast or forged valve bodies, only a
relatively small amount of which are manufactured by domestic valve
producers. We find both requests meritorious, and have excluded these
items from our affirmative determination. See Oct. 26, 1983, General
Counsel Memorandum (GC-G-275) at 2-6. (Hereinafter, "GC Memorandum").



inability to rely on data allocating profit and loss among steel types, we
have applied section 771(4)(D) of the Tariff Act of 1930 and analyzed the
question of whether there is a reasonable indication of material injury by
looking at the data for all steel valves. The data show that there has been a
recent significant decline in domestic consumption, production, shipments, and
capacity utilization, and as a result, a substantial decline in the
profitability of the industry. Although imports from Japan have declined
recently, the record indicates that such imports are priced below the domestic
products and that the margins of underselling by such imports were

significant.

Domestic industry

The statutory framework under which the Commission conducts antidumping
investigations requires it to first determine the domestic industry or
industries against which to assess the impact of imports. Under section
771(4)(A) of the Tariff Act of 1930, the term "industry" is defined as "the
domestic producers as a whole of a like product, or those producers whose
collective output of the like product constitutes a major proportion of the

total domestic production of that product." 4/

"Like product" is, in turn,
defined as a product which is "like, or in the absence of like, most similar

in characteristics and uses with, the article subject to an

investigation . L 3/
4/ 19 U.S.C. § 1677(4)(R).
5/ 19 U.S.C. § 1677(10).



The imported articles that are the subject of this preliminary
investigation are all steel &/ wedge gate, globe, and swing check valves and

certain parts thereof. z/

These valves are made of carbhon, stainless, and
alloy steel. Imports from Japan consist primarily of carbon steel
valves, 8/ Nevertheless, there-are some imports from Japan of stainless and

alloy steel valves. 3/

In terms of types and metal composition, there are
domestically produced valves that correspond to the valves imported from
Japan.

On the basis of the best information available in this preliminary

investigation, we find that there are nine separate like products as follows:

carbon steel wedge gate, globe, and swing check valves, respectively;

6/ Although petitioners did not include iron valves within the scope of
their petition, data in their petition on import statistics included the
Tariff Schedules of the United States (TSUS) categories for iron
(i.e.,steel with a carbon content of more than 2.5 percent). The
information and findings of this investigation are not based upon the
TSUS categories for iron.

7/ The term "certain parts" means "partially completed" valves. "Partially
completed" valves, in turn, are machined (i.e., fully or partially

machined) forged or cast valve bhodies imported alone or together with one

or more of the following parts: bonnet, stem, wedge, handle, and seat

rings. Excluded from the definition are "rough", i.e., nonmachined valve

bodies, the above designated parts imported alone, and miscellaneous
minor parts such as fasteners. See petitioners' letter of Sept. 27,
1983, at 4; and petitioners' letter of Oct. 25, 1983, at 2.

8/ Report at A-22.

9/ Tr. at 122.



stainless steel wedge gate, globe, and swing check valves, respectively; and
alloy steel wedge gate, globe, and swing check valves, respectively. 1o/

This conclusion is based upon the fact that wedge gate, globe, and swing
check valves have distinct characteristics and uses. For example, although
wedge gate and globe valves are both classified as multiturn valves, the gate
valve does not allow for throttling, which is an important criteria in

deciding which valve to use. 11/ 1In comparison, the globe valve does permit

throttling and provides more positive shut-off than the gate valve. 12/

Because of these differences, the gate and globe valves would not be used
interchangeably. Further, the swing check valve is a "self-actuating" valve

which is not substitutable for either a gate or globe valve. 13/ We find

10/ We also find that domestically produced parts of valves as defined supra,
at n. 7, are the same like product as the finished product to which they
are dedicated. The machined valve bodies and parts are individually
designed and machined by each producer, domestic or foreign, and are not
interchangeable with those of another producer. Furthermore, a part
constitutes an intermediate product that is dedicated for use as a
completed valve and therefore is captively consumed by the domestic
producers. Thus, we find that such parts are "like" the finished product
to which they correspond. In light of our definition of the like

products, any imports of parts are covered by our determination.
11/ Report at A-2.

12/ Tr. at 49-50.

13/ Petitioners acknowledge that these three types of valves are not
substitutable for one another, but contend that they should be treated as
a single like product bhased on the theory that all three are typically
sold as a “"package" to one end user because they have complementary
functions. See Petition at 9. However, these valves are not necessarily
sold in sets and can be marketed separately. Furthermore, the swing
check valve is not used in conjunction with every gate or globe valve,
nor are the sales of these valves proportionate. Report at A-8;
Petitioners' Post Conference Brief, at 9. Thus, for the purpose of this
preliminary investigation, we do not find petitioners' "package" theory
persuasive. See e.q., Bicycle Tires & Tubes from the Republic of Korea
and Taiwan, Inv. No. 104-TAA-14 & 15 (1983), in which the Commission
refused to adopt a "complementary product”" analysis, finding that bicycle
tires and tubes were separate products, even though they were sometimes
sold in sets.



that valves of carbon steel, 4/ alloy steel, 13/ and stainless

6/

1 R . . .
steel ==" constitute separate like product categories, because valves made

from these various steels are substantially different in characteristics and
uses. For example, stainless steel valves are more likely to be used in

certain processing applications because of their noncorrosive

properties. 17/ Also, they are more expensive than carbon steel valves.

Further, alloy steel valves are generally used for special applications where

specific properties are required, 18/ and are generally more expensive than

stainless steel valves. 13/ Thus, end users would not use carbon, stainless

steel, and alloy steel valves interchangeably. 20/

The "like product" issue in this investigation is complicated by the fact

that the valves under investigation can be further separated into categories

21/

based upon size and pressure classes, =’ “general" or “special order,"

14/ See supra, n. 6. Although the TSUS definition of carbon steel varies
somewhat from that used by the domestic producers, such variations are
not significant.

15/ Alloy steel, as it is defined by the TSUS, is steel that is made from
carbon steel plus one or more of several alloys, such as molybdenum or
chromium. Tr. at 120-121.

16/ Stainless steel must contain more than 11.5 percent of one particular
alloy, chromium. Id. at A-3.

17/ 1d.

18/ GC Memorandum, supra, at 15; Tr. at 122.

19/ GC Memorandum, supra, at 15.

20/ The record suggests that in a given piping system, all valves utilized
will be of the same metal composition because substances with uniform
properties will be passing through that system.

21/ There is not sufficient information in the record to support a finding

which distinguishes the valves by size and pressure classifications.



and forged or cast. In addition, there may be other types of domestically
produced valves which are "like" the imported gate or globe valves under
tnvestigation, such as the "high performance butterfly" (HPB), "ball", and
“lined plug" valves, all of which are quarter-turn valves and often made with

"eoft seats." 22/ The data collected thus far indicate that the HPB and

ball valves are substitutable for the wedge gate and globe valves in certain
applicationsi 23/ However, the degree of direct-market competition between
these multiturn and quarter-turn valves which would reflect the extent of
substitutability is not clear. 24/
Likewise, at this time, there is not sufficient information on the record
to support a finding distinguishing between "general" valves, which come in
standard sizes, pressures, and steels, and "special" valves, which are

manufactured to customers' specifications and are not available from

distributors' inventories. Differences in characteristics, uses, and

22/ See generally, Report at A-8; for reference to soft seats and lined
plug, see Zidell Post-Conference brief, Exhibits C and F.

23/ HPB, ball, and lined plug valves are quarter-turn valves that refleci
technological advancements developed since the 1950's. Tr. at 88-89.
The ball and HPB valves perform both "on/off" service, like the wedge
gate and globe valves, as well as throttling, like the globe valve.
See, Zidell Post-Conference brief, Exhibit F.

24/ The valve market is divided into two submarkets, new construction and
maintenance and repair operations (MRO). Report at A-9. The
competition between the multiturn valves and the quarter-turn valves
appears to be concentrated in the new construction market. See GC
Memorandum at 18-19 and Zidell Post-Conference brief at 12. However,
the present percentage split hetween the new construction market and the
MRO market is not known. The estimates of the size of the MRO market
received by the Commission range from 75 percent, as offered by
petitioners, to 30 percent, according to one respondent. Petitioners:
Post-Conference brief at 3; Hitachi Post-Conference bhrief at 9. The
petitioners have contended that in better economic times, the MRO market
is roughly 40 to 50 percent of their business. Petitioners'
Post-Conference brief at 3. In any final investigation, we shall
further explore this issue. 8




marketing between “general" and “special" valves may warrant finding separate
like products. 23/ On the basis of the above, we do not preclude the
possibility of redefining the like products in any final investigation.

As indicated previously, there is domestic production of valves that
corresponds to each product imported from Japan. Thus, we find nine like
products and nine domestic industries. However, producers accounting for a
substantial share of domestic shipments of carbon, stainless, and alloy steel
gate, globe, and swing check valves have represented to the Commission that
separate data regarding profit and loss and employment for these valves cannot

26/

be provided. Although these producers did provide separate production

and profit and loss data on the valves by steel types, i.e., "stainless" and

“"other than stainless," for the purposes of our analysis, we are unable to

rely on that data. 27/ Pursuant to section 771(4)(D) of the act, 28/ we

have examined the effect of the allegedly dumped imports upon "the

25/ Specifically, "special" valves are distinguished by such factors as
deviations from standard metallurgy and additional testing. See also
TKM Post-Conference brief at 5-7. Another consideration is whether
valves with cast bodies and valves with forged bodies are separate like
products. Typically, a cast valve body is used to manufacture a valve
of a diameter of 2-1/2 inches or greater, while forged bodies are
employed for valves of a diameter less than 2 inches. However, there is
some overlap in sizes.

Report at A-14.

The profit-and-loss information for "all steel" valves, as well as for
“"stainless steel" valves and "other than stainless steel" valves, is
bhased upon allocations. Report at A-14. However, the allocation method
used by the producers for "all steel", as well as for "stainless steel"
and "other than stainless steel", is not on the record at this time.
Data for "all steel" valves represents a larger proportion of total
shipments, is less likely to be subject to distortion, and we find it
reliable for our analysis. This does not preclude a different result in
any final investigation.

28/ 19 U.S.C. § 1677(4)(D).

NIR
NN
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narrowest group or range of products, which includes a like product, for which
the necessary inFormatiqn can be provided." Here, the narrowest range of
products for which the necessary information on production and profitability
is available is for "all steel" wedge gate, globe, and swing check

valves.gg/

Condition of the domestic industry

Domestic production, shipments, capacity utilization, sales, and

30/

employment remained steady between 1980 and 1981. The ratio of

operating profit to net sales also remained stable at 7.8 percent in 1980 and
7.3 percent in 1981. 3y However, in 1982, as domestic consumption dropped
by 26 percent, domestic production declined by 25 percent, shipments declined
by 24 percent, the capacity utilization rate dropped from 70 percent in 1981
to 45 percent in 1982, and the number of hours worked dropped by 19
percent.gg/ Production, shipments, capacity utilization, number of hours
worked, and net sales continued to decline in January-August 1983, as compared
with the corresponding period of 1982.

The effect of these declines on the profitability of the industry has
been substantial. The ratio of operating profit to net sales fell from 7.3

percent in 1981 to 0.6 percent in 1982, and to a negative 4.8 percent in

January-June 1983.

9/ In this preliminary investigation, we find that the profit and loss data
“are essential to enable a narrower analysis of these industries.

30/ Report at A-11-12; A-14, A-15.

31/ Id. at A-16.

32/ Id. at A-7, A-11-12, A-14-15.
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Reasonable indication of material injury by reason of alledged LTFV imports

The Tariff Act of 1930 directs the Commission to make a determination on
the basis of the best information available to it at the time of the
determination, 33/ as to whether there is a reasonable indication of
material injury by considering, among other factors, (1) the volume of imports
of the merchandise which is the subject of the investigation, (2) the effect
of imports of such products on prices in the United States for like products,
and (3) the impact of imports of such merchandise on domestic producers of
like products. 34/

Domestic producers of the valves under investigation have maintained a
large and fairly steady percentage of the domestic market, ranging between 82
and 83 percent during 1980-82 and dropping slightly to 81 percent during
January-August 1983. 35/ Imports from Japan have tended to track the trends
in domestic consumption, increasing between 1980 and 1981, but decreasing
substantially in 1982. ~=" These imports from Japan accounted for four
percent of U.S. consumption in 1980, five percent in 1981, four percent in

1982, and two percent of consumption in January-August 1983. 37/

33/ Section 733(a); 19 U.S.C. § 1673a.

Pt

34/ Section 771(7)(A), (B), and (C); 19 U.S.C. § 1677(7)(A), (B), and (C).

Report at A-23.

36/ Imports of the valves from Japan under investigation increased from
128,000 pieces in 1980 to 138,000 pieces in 1981, or by 8 percent.
These imports then decreased by 41 percent to 81,000 pieces in 1982. 1In
January-August 1983, imports from Japan declined again to 27,000 pieces

--]less than one half the level in the corresponding period of 1982.
37/ Report at A-23.

5l

11
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The pricing information regarding imports from Japan indicates

substantial margins of underselling for most quarters during the entire

38/

January 1980-August 1983 period. In the case of carbon steel valves,

the prices of imports were consistently lower than the domestic prices

throughout 1981 and 1982, 33/ The margins of underselling declined

irregularly, ranging from a high of nearly 40 percent in January-June 1981 to

a low of about 12 percent in the fourth quarter of 1982. 40/

In addition,
prices of imports of stainless steel valves from Japan were lower than prices
of the equivalent domestic products inﬁpine‘of the 11 quarters between January
1981 and September 1983. The margins of underselling ranged from 18 to three

percent, AL/

Finally, the data collected in connection with investigating lost sales
allegations indicate that some end users have shifted an increasing share of
their valve purchases from domestic producers to Japanese sources during the

42/

past two years hecause of lower prices. —

The prices of domestically produced valves have fallen substantially

between January 1981 and September 1983. a3/ This, no doubt, is partially

w
~

There are indications that a two-tier pricing system may exist in the
valve industry, i.e., all imports are sold at world market prices, and
domestically produced valves are sold at higher prices within the United
States. See, Tr. at 133; Zidell Post-Conference brief, Exhibit M. In
addition, although the world market price is less than the domestic
price, there are indications that some users will purchase only or
exhibit a strong preference for domestically produced valves. See,
Report at A-40-41; Tr. at 131 and 135-36; and Petitioners'
Post-Conference brlef at 6 (re: Buy-America policies of the utlllty
sector). We shall pursue this issue further should there be a final
investigation.

39/ Id. at A-24-25.

40/ 1Id.

41/ Id. at A-26-27.

42/ 1Id. at A-27-28.

43/ Id. at A-24-26.

12
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the result of a decline in demand during this period. However, to the extent
that imports from Japan have undersold domestically produced valves by large
margins, we believe that the prices of imports from Japan have contributed to
the price depression and the resulting reverses in profitability experienced
by the domestic industry. a4/
On the basis of the foregoing analysis, we determine that there is a
reasonable indication of material injury by reason of imports from Japan which

are allegedly being sold at less than fair value. 45/

44/ Respondents assert that the employment and profitability declines
experienced by the domestic industry have been caused in part by the
fact that several domestic valve producers themselves import valves (and
valve parts) from suppliers or subsidiaries located in countries other
than Japan. We intend to attempt to verify this information should
there he a final investigation.

Respondents also argue that imports from other countries--
particularly countries eligible for GSP treatment--are the price leaders
in this market. We note that the share of imports from countries other
than Japan has increased slightly during the interim 1983 period,
compared with the share in the interim period of 1982, at a time when
the market share of both domestic producers and imports from Japan
declined slightly. Thus, we intend to explore this issue further should
there he a final investigation.

45/ Commissioner Stern determines that there is no reasonable indication of
threat of material injury. Imports from Japan have been steadily
declining, both in absolute and in relative terms, as domestic demand
has declined, and the margins by which imports from Japan have undersold
the domestic product have been declining.

13
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A-1
INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 22, 1983, counsel for the Valve Manufacturers Association
Fair Trade Council and 11 U.S. producers 1/ filed an antidumping petition with
the United States International Trade Commission and the Department of
Commerce. On September 27, 1983, and September 28, 1983, the Commission
received letters from counsel for the petitioners amending the scope of the
products covered in the petition. On October 19, 1983, in their
postconference brief, the petitioners again revised the scope of the products
to be covered. The petition, as amended, alleges that an industry in the
United States is materially injured by reason of imports from Japan of wedge
gate, swing check, and globe valves, and certain parts of the foregoing, 2/ of
steel, provided for in item 680.17 of the Tariff Schedules of the United
States (TSUS), which are allegedly sold at less than fair value (LTFV).
Accordingly, effective September 22, 1983, the Commission instituted a
preliminary investigation under section 731 of the Tariff Act of 1930 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 imports of such merchandise into the United States. The statute
directs that the Commission make its determination within 45 days after its
receipt of a petition, or in this case, by November 7, 1983.

Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on October 4, 1983 (48 F.R. 45319). 3/ The conference was held in
Washington, D.C., on October 17, 1983. 4/ The briefing and vote were held on
October 28, 1983.

Previous Investigations Concerning Valves

The Department of the Treasury conducted preliminary countervailing duty
investigations concerning imports from Japan and Italy of valves and parts
thereof, some of which are the subject of the current investigation. On
August 23, 1979 (44 F.R. 49550), and October 24, 1979 (44 F.R. 61279),
Treasury announced preliminary affirmative determinations concerning imports
of such merchandise from Japan and Italy, respectively. The petitioners in
these two investigations, some of which are petitioners in the current
investigation, withdrew their petitions on January 31, 1980. Consequently, no
final determinations were made in these previous investigations regarding
injury or bounties or grants.

1/ A list of the petitioners is presented in app. A.

2/ The term "certain parts" covers machined valve bodies and partially
completed valves consisting of machined valve bodies imported with one or more
of the following parts: bonnet, stem, wedge, handle, or seat rings.

3/ Copies of the Commission's and Commerce's notices are presented in app. B.

4/ A list of witnesses appearing at the conference is presented in app. C.1
A-
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Description and uses
Valves

A valve is a mechanical device used for controlling the flow of liquids
and gases through pipes or piping systems. The valve may simply start or stop
the flow of these fluids or determine or adjust the quantity, pressure, time,
or direction of the flow., Flow control is attained by moving a disk, wedge,
plug, cylinder, or other flow-controlling element within the valve assembly to
either open, close, or partially obstruct the passageway. Valves range in
size from only a fraction of an inch to 30 feet in diameter. They are used at
pressures ranging from a vacuum to the highest pressures attainable by man
today and at temperatures from those of cryogenics to those of molten metal.

There are several different types of valves, three of which, the wedge
gate, swing check, and globe, are the subject of this investigation. These
valves, according to the petitioners, constitute a family of valves and are
generally sold and used together in piping systems. They are used primarily
in piping systems of the petroleum refining, chemicals, marine shipbuilding,
electric power generation, pharmaceutical, and pulp and paper manufacturing
industries. The three types of valves are described as follows:

Steel wedge gate valve.--A multiturn valve used for on-off control
of the flow of fluids in a processing system. The gate valve
controls the flow by causing a vertical disc, or gate, to slide
perpendicular to the direction of the flow through the pipe. The
valves are not normally used in systems that require variable flow
rates.

Stecl swing check valve.--A safety device often used in conjunction
with a gate valve in a piping system to prevent back flow of fluids
in a process system. The swing check valve is opened by the fluid
flowing in one direction and is closed automatically when the flow
stops or reverses direction.

Steel globe valve.--A multiturn valve used both for on-off service
and variable flow control, which affects the flow of the fluids by
raising and lowering a plug to the seat of the valve.

The wedge gate and globe valves under investigation are hand operated.
These valves are opened or closed generally through the use of a handle,
-handwheel, lever, or pushbutton. The handle is attached to a stem, and the
flow-controlling element is attached to the other end of the stem. By
contrast, the swing check valve is self-actuated. It is opened and closed by
the flow or pressure of the fluid as it passes through the valve.

The valves under investigation may be manufactured from all grades of
steel. The grades of steel are defined by the TSUS principally on the basis
of their chromium content, as shown in the following tabulation:
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Grade : Chromium content Cagbo?
: : restrictions
: Percent, by weight :
Stainless——-———- : More than 11.5 : Less than 1

: percent carbon.

Other than stainless: : :
Alloy-——--——=—————em————===: 0.20-11.5, inclusive 1/--: None.
Carbon-—--——————— : 0,20 or less———————cmmmm : None.

1/ Or over 1.65 percent of manganese, or
over 0.25 percent of phosphorus, or
over 0.35 percent of sulphur, or
over 0.60 percent of silicon, or
over 0.60 percent of copper, or
over 0.30 percent of aluminum, or
over 0.30 percent of cobalt, or
over 0.35 percent of lead, or
over 0.50 percent of nickel, or
over 0.30 percent of tungsten, or
over 0.10 percent of any other metallic element.

The definitions of the steel grades presented in the TSUS vary somewhat
from those generally used by the domestic industry. For example, the American
Iron & Steel Institute (AISI) defines stainless steel as including all grades

of steel containing 10 percent of more of chromium and a minimum of 50 percent
iron.

In selecting a grade of steel for its valves an end user frequently has
the option of choosing between a longer lasting and more expensive high-alloy
valve and a shorter lived and less expensive low alloy valve. Under varying
conditions, a valve's life may range from only hours to many years. It may
require service and maintenance after a single cycle or may operate trouble-
free for many thousands of cycles. The end users choice of steel grade is
likely to be determined by a combination of initial cost considerations and the
ease with which a worn out valve can be replaced. For example, a chemical or
petrochemical manufacturer may select a higher alloy steel for use in its
valves situated in a hard-to-reach section of its piping systems or in those
piping systems which will be installed in a geographically remote section of
the country.

The valves under investigation are manufactuerd to withstand to all
ranges of pressures. Some of the more common pressures specified for these
valves are 150 pounds per square inch (psi), 300 psi, 600 psi, and 900 psi.

Steel wedge gate, globe, and swing check valves and parts thereof are
produced from steel castings or forgings. Both U.S.-produced valves and
valves imported from Japan are produced from cast and forged steel.
Generally, valves manufactured for pipes with outside diameters of 2 inches or
less are produced from steel forgings, whereas valves manufactured for pipes
with outside diameters of more than 2 inches are produced from steel
castings. Some cast valves are less than two inches in diameter. It is often-
times less expensive to produce larger valves from the casting because of the3
additional labor required in machine boring a forged valve body.
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The castings and forgings require a number of machining operations—-
drilling, boring, facing, and milling--and are generally produced according to
standards and specifications determined by a number of U.S. organizations,
including the American Society for Testing & Materials (ASTM), the American
Petroleum Institute (API), and the American National Standards Institute
(ANSI). Comparable foreign organizations in Japan, the United Kingdom, the
U.S.8.R., and other countries have also developed standard specifications for
steel valves that are compatible with U.S. standards and specifications.

Parts

The parts of valves covered in this investigation include machined valve
bodies and partially assembled valves consisting of machined valve bodies and
one or more additional parts. The valve body, sometimes called the shell, is
the principal part or the framework that holds other valve components together
in a valve assembly. The valve body has ends adapted for connection to piping
or tubing lines. Partially completed valves consist of machined valve bodies
with one or more of the following five components attached:

(a) Bonnet.--The upper part of the valve body assembly
which guides the stem and contains the stem packing assembly;

(b) Stem.--The rod or spindle to which motion is imparted
outside the valve assembly to move the disc or wedge inside the
valve;

(c) Wedge.--A flow controlling element with inclined
seating surfaces;

(d) Handle.--A device connected to the valve stem to
permit manual operation; and

(e) Seat rings.——A soft seat element which is usually an
o-ring and is the contact surface of the seat.

The Commission received its petition in the subject investigation on
September 22, 1983. The petition, as filed, did not define "parts" and
provided no injury information concerning parts. On September 27, 1983,
counsel for the petitioners filed a letter with the Commission containing the
following discussion of parts:

Parts have been named in the dumping petition only because the TSUS
item numbers which cover the subject valves include parts of those
valves. The focus of the petition is completed valves and those valves
which are partially completed. The inclusion of the terminology "parts
thereof" (of valves) in Section IV of the petition is meant only to refer
to partially completed valves, and such terminology was dictated by the
description contained in the TSUSA. Petitioners do not have evidence of
dumping by the Japanese of valve parts and are not bringing the petition
against valve parts. By a partially completed valve petitioners mean a
rough or partially machined, forged, or cast valve body imported alone or
together with one or more of the following parts: bonnet; stem; wedge;
handle; and seat rings. With respect to this definition of "parts , ,
thereof," there is no question that as the producers of 80 percent to
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85 percent of total United States production of the completed valves
involved in the petition, petitioners account for the vast majority of
the partially completed versions of those valves as well.

Neither this letter nor any subsequent submission by the petitioners contained
any import or injury information concerning parts.

The Commission staff repeatedly requested the petitioners to provide
information on the valve parts market and the petitioners' role in that
market. At the conference held on October 17, 1983, counsel for the
petitioners stated--

. + . on Friday we initiated a telephone survey of the Petitioners in
this case to determine the extent to which they make their own forgings

and/or castings, both of the steel valves and the stainless steel valves
that are involved in this case .

Essentially, our view is that if the survey shows that the domestic
producers do not make a substantial amount of the valve bodies themselves
but purchase it from outside sources, then we may request in our
post-hearing submission that the definition be amended to strike valve
bodies from inclusion in the case. But frankly, we don't have enough
information right now to advise you as to whether that would be
appropriate or desirable. 1/

On October 19, 1983, in their postconference brief, the petitioners again
amended their petition to exclude rough steel body forgings and castings.

In connection with its investigation, the Commission sent questionnaires
to more than 50 importers of steel valves and valve parts. The questionnaire
requested information concerning the importation of valve parts as defined in
the letter of September 27, 1983. Only two firms, * * * and * * %X, reported
any imports of parts. In 1982, imports of certain valve parts from Japan by
these two firms totaled $* * *; in comparison, the value of U.S.-producers'

shipments in 1982 of the completed valves under investigation is an estimated
$500 million.

All 19 U.S. producers of wedge gate, globe, and swing check valves
produce the parts which are the subject of this investigation. The production
of parts is merely an intermediate step in the production of a complete
valve. Thus, virtually all of the parts subject to this investigation are
consumed by the parts producers themselves. There is little, if any, trade in
U.S.-produced parts.

In questionnaires sent to all 19 U.S. valve producers, the Commission
requested that the producers provide information concerning their parts
operations. Only two firms, * * * and * * *, provided such information. Some
producers stated that they did not provide such information in the
questionnaire responses because they utilized all parts themselves in the
production of complete valves. The data provided by the two producers which

A-5
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did provide information are not representative of the entire parts market and
are not presented in this report. In general, the trends in production,
shipments, and inventories of parts follow the trends for complete valves.
These trends are presented in this report. 1In addition, data presented in
this report concerning employment and financial performance include operations
on parts and complete valves.

U.S. Tariff Treatment

The imported valves and valve parts under investigation are classifiable
under item 680.17 of the TSUS. The most-favored-nation (MFN) (column 1) 1/
rate of duty for such imports is 10.0 percent ad valorem. As a result of the
agreements made during the Tokyo round of Multilateral Trade Negotiations,
this rate was reduced from 11 percent ad valorem in 1980 to 10.5 percent in
1982, and to 10.0 percent, the current rate, in 1983. This rate is scheduled
to be reduced further, in stages, to 8.0 percent ad valorem, effective
January 1, 1987. The rate of duty for imports from least developed developing
countries (LDDC's) 2/ is 8.0 percent ad valorem, and the column 2 3/ rate of
duty is 45.0 percent ad valorem.

Title V of the Trade Act of 1974 authorized the President to extend
duty-free treatment under the GSP to eligible articles from designated
beneficiary developing countries after consideration of (1) the effect such
action will have on furthering the economic development of developing
countries; (2) the extent to which other major developed countries are
undertaking a comparable effort to assist developing countries by granting
generalized preferences with respect to imports of products of such countries;
and (3) the anticipated impact of such action on U.S. producers of like or
directly competitive products. 4/ Imports of the valves and valve parts under
investigation from designated beneficiary developing countries are currently
entitled to such duty-free treatment.

Nature and Extent of Alleged Sales at LTFV

According to the petition, in January-March 1983, the Japanese producers
sold carbon steel wedge gate, swing check, and globe valves in the United

1/ Col. 1 rates of duty are applicable to imported products from all
countries except those Communist countries and areas enumerated in general
headnote 3(f) of the TSUS. However, these rates would not apply to products
of developing countries where such articles are eligible for preferential
tariff treatment provided under the Generalized System of Preferences (GSP) or
under the "LDDC" rate of duty column.

2/ The preferential rates of duty in the "LDDC" column reflect the full U.S.
Multilateral Trade Negotistions concession rates implemented without staging
for particular items which are the products of LDDC's enumerated in general
headnote 3(d) of the TSUS.

3/ Col. 2 rates of duty apply to products imported from those Communist
countries enumerated in general headnote 3(f) of the TSUS.

4/ The GSP, implemented in Executive Order No. 11888, of Nov. 24, 1975,

applies to merchandise imported on or after Jan. 1, 1976, and is scheduled to
remain in effect until Jan. 4, 198S. A6
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States at LTFV margins ranging from 2.9 to 95.7 percent, with most of these
valves sold at margins of more than 30 percent. The petitioners also allege
that in January-August 1983, the LTFV margins for stainless steel wedge gate,
swing check, and globe valves ranged from 6.8 to 69.5 percent, with most of
these valves sold at margins of more than 20 percent. These alleged LTIFV
margins are based on a comparison of Japanese home-market prices with the
prices at which the Japanese sell the merchandise in the United States.
According to a letter received from counsel for the petitioners, "Petitioners
do not have any evidence of dumping by the Japanese of valve parts . . ."

U.S. Market and Channels of Distribution

U.S. consumption of steel wedge gate, globe, and swing check valves
increased from 2.9 million pieces in 1980 to 3.1 million pieces in 1981, or by
6.4 percent (table 1). 1In 1980 and 1981, demand for valves was strong,
particularly for use in the oil-drilling, refining, and petrochemical
industries. In 1982, these industries suffered sharp declines; as a
consequence, U.S. consumption of valves declined by 26 percent, to 2.3 million
pieces. U.S. consumption continued to decrease in 1983, by 13 percent, from
1.6 million pieces in January-August 1982 to 1.4 million pieces in the
corresponding period of 1983.

Table 1 shows that 91 percent of the steel wedge gate, globe, and swing
check valves consumed in the United States in 1982 were of steel other than
stainless steel, and 9 percent were of stainless steel.

Besides the decline in demand for petroleum products, depressed
conditions in the chemical industry as a whole, and in other important user
industries, including paper products and electric power, contributed to the

Table 1.--Certain steel valves: U.S. consumption, by steel grades,
1980-82, January-August 1982, and January-August 1983

(In thousands of pieces)

: . : Steel other :
. Stainless . Total,
Period : : than stain- :
steel all steel
: less steel :

1980~ —mmmmmmm e : 285 : 2,568 : 2,877

1981 - : 283 : 2,750 : 3,062

1982~ e : 203 : 2,043 : 2,281

January-August-- : : :
1982~ e : 130 : 1,403 : 1,556

1983 - mmmm e o 114 : 1,238 : 1,353

Source: Derived from data submitted in response to questionnaires of the
U.S. International Trade Commission and official statistics of the U.S.
Department of Commerce.

Note.--"Total, all steel" may vary slightly from the total of stainless
steel and steel other than stainless steel. Questionnaire respondents
reported that these slight differences cannot be reconciled from their regords.
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fall in demand for steel valves. Shipments of petroleum, chemical, and paper
products, as reported by the Department of Commerce Survey of Current
Business, decreased in 1982, and output of electric power was down from its
1981 level. During January-March 1983, shipments of petroleum products and
production of electric power were both lower than in the corresponding period
of 1982, as shown in the following tabulation (1981=100):

January-March—-

Industry ' : 1982 : -
’ : ©1982 1/ 0 1983 1/
Electric Power——-——— —_—1 97.6 : 101.0 : 98.3
Petroleum : : 93.9 : 93.6 : 87.4
Paper——- - —— -3 97.3 : 96.8 : 101.0

Chemicals - : 91.0 : 92.4 : 93.6

1/ Annualized.

Most of the valves were of the wedge gate type, as shown in the following
tabulation:

Percentage distribution
of U.S. producers

Type 1982 shipments
Wedge gate ' 78
Globe 26
Swing check _2
Total —— —— 100

Counsel for Kitz Corp., the largest Japanese producer of the valves under
investigation, and counsel for Zidell Explorations Corp., the U.S. importer of
Kitz valves, assert that steel ball valves and high-performance butterfly
valves are like the wedge gate and globe valves under investigation.
Information concerning U.S. producers' shipments of the ball and high-
performance butterfly valves was provided by the Valve Manufacturers
Assocation; 1/ this information is presented in the following tabulation (in

. thousands of pieces):

Ball valves of High-performance

Year iron and steel butterfly valves
1980 2,778 94
1981 o 2,578 81
1982 1,901 71
1983 1/-- 1,509 94

1/ Annualized on the basis of January-June 1983 data.

1/ Postconference brief of the petitioners, app. A.
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In addition, there are numerous other types of valves, including plug,
bellows, needle, diaphram, relief, thru-conduit gate, lift check, and control.

Demand for the valves under investigation is dependent upon investment in
new capital goods, and upon the replacement of valves in existing piping
systems. U.S. investment in new capital goods is still depressed and has not
recovered as quickly as the general economy in 1983. The replacement market,
called the maintenance and repair operations (MRO) market by the industry, is
a vital component of the current shrinking valve market. According to the
petitioners, MRO purchases account for 75 percent of new valves sold in the
currently depressed market. 1/ According to Hitachi, an importer, the MRO
market accounts for 30 percent of total valve sales. 2/

The steel valves under investigation are generally sold through
distributors to end users. However, large orders and orders for specialty

valves are frequently placed by end users directly with the producer and
importer.

U.S. Producers

In 1982, there were 19 firms producing steel wedge gate, globe, and swing
check valves in the United States. Nine of these concerns are family-owned
businesses. Three of the producers are subsidiaries of large, multinational
conglomerates—-Rockwell International, Crane Co., and Armco Inc. Five are
related to valve producers or parts suppliers located abroad. Two of the
producers, manufactured valves only of stainless steel, 6 produced valves only
of steel other than stainless steel, and 11 produced valves of both steel
grades.

The largest U.S. producers of steel wedge gate, globe, and swing check
valves, their plant locations, and their shares of pieces shipped in 1982, by
steel grades, are presented in table 2. On September 22, 1983, one U.S.
producer Jenkins, ceased producing the valves under investigation because
% %x x,  Another firm, * * *, 3/

Table 2.--Certain steel valves: U.S. producers, plant locations, and
shares of shipments, by steel grades, 1982

X X X X X X X

1/ Postconference brief of the petitioners, p. 3.
2/ Postconference brief of Hitachi, p. 9.
3/ * * * questionnaire response.
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The Industry in Japan and U.S. Importers

The largest Japanese producers of the valves under investigation are Kitz
Corp., Hitachi Metals, Ltd., and Takamisawa Koki Manufacturing Co., Ltd.
These firms together account for approximately 60 to 80 percent of the total
exports of the valves from Japan to the United States. Some 20 other Japanese
firms also produce and export the subject valves from Japan to the United
States.

The Commission requested counsel for the three largest Japanese producers
and the U.S. embassy in Tokyo to provide information concerning Japanese
production, home-market shipments, and exports for 1980-82, January-August
1982, January-August 1983, and projections for full year 1983. This
information, according to a telegram received for the U.S. embassy, is not
available.

The three largest importers, their corresponding Japanese sources, and
their shares of total imports from Japan are presented in the following
tabulation:

Importer i Japanese : Share of
producer : imports
: Percent
Zidell Explorations Corp-----—————- : Kitz Corp. : XX
Hitachi Metals America---—-——-—————- : Hitachi Metals Ltd. : XXX
TKM Valves Inc—-——-—————=——memmmoeem : Takamisawa Koki : X% %
Manufacturing
Co., Ltd. :
Subtotal--- -— —— : - : XXX
All other- - - comommm e - : fatadel

Total-———————- : - : 100

Information on importers' inventories is not available.

Zidell, the largest importer, 'is the exclusive U.S. purchaser of Kitz
valves. The firm, headquartered in Portland, Oreg., has eight warehouses in
the United States through which it sells the valves under investigation. 1In
late 1981, the company * * *,

Takamisawa produces what its importer characterizes as "specialty" valves
which are customized, special order valves, which are generally not produced
in large quantities for inventory.

The Question of Alleged Material Injury

To obtain information for this section of the report, the Commission sent
questionnaires to all 19 known U.S. producers of the subject steel valves.
All of these firms responded to the questionnaires, although some were unsable
to complete all sections of the questionnaire. Data on certain steel valves,
by steel grades, are presented in this section of the report. Data, by valve
types and grades, are presented in tables D-1 through D-7 in appendix D.

A-10
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U.S. producers' capacity and production

U,8, producers' capacity to produce steel wedge gate, globe, and swing
check valves, as reported by 12 firms that together accounted for 93 percent
of shipments in 1982, remained fairly steady during January 1980-August 1983
(table 3). U.S. production of these valves increased by 2 percent from 1980
to 1981 and then decreased by 25 percent in 1982. Production then decreased
further, by 17 percent, in January-August 1983, compared with the level in the
corresponding period of 1982. Utilization of productive capacity fell
steadily during the period, from 71 percent in 1980 to 45 percent in
January-August 1983.

Table 3.--Certain steel valves: U.S. production, capacity, and capacity
utilization, by steel grades, 1980-82, January-August 1982, and January-
August 1983

: . : . : Capacity
Item . Production . Capacity utilization
I 1,000 pieces——--——- : Percent
Stainless steel: 1/ : ' : :
1980----—- : 138 : 206 : 66
1981 - i 145 : 206 : 70
1982~ - : 105 : 221 : 47
January-August—- : : :
1982-——- et 64 : 148 : 43
1983 ——————— : 63 : 154 : 40
Steel other than stainless : : :
steel: 2/ : : :
1980-—————— e 2,083 : 2,832 : 74
1981-- —_——— : 2,096 : 2,847 : 74
1982--- : 1,496 : 2,839 : 53
January-August—-— : : :
1982 —— - 1,046 : 1,892 : 55
1983t 896 : 1,928 : 46
Total, all steel: 3/ : : :
1980 : 2,403 : 3,402 : 71
1981- - 2,441 : 3,468 : 70
1982————=-- : 1,827 : 3,416 : 53
January-August—-— : : :
1982 : 1,268 : 2,277 : 56
1983--~-~ : 1,056 : 2,324 : 45

.
K3

1/ Data for 9 firms which together accounted for 50 percent of shipments in
1982.

2/ Data for 10 firms which together accounted for 86 percent of shipments in
1982,

3/ Data for 13 firms which together accounted for 93 percent of shipments in
1982.

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

Note.--Figures do not add to the totals shown, because 2 firms provided
information concerning all steel valves and did not provide information bs-11
steel grades.
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U.S. producers' shipments

U.8. producers' shipments of steel wedge gate, globe, and swing check
valves followed the same trend as production (table 4). Total shipments, as
reported by 18 firms, accounting for virtually all shipments in 1982,
increased by 3 percent from 1980 to 1981, and then decreased by 24 percent in
1982, Shipments then decreased further by 14 percent in January-August 1983,
compared with the level in the corresponding periof of in 1982, Exports
accounted for less than 5 percent of total shipments during January

1980-August 1983.

Table 4.--Certain steel valves: U.S. producers' shipments, by steel grades,

1980-82, January-August 1982, and January-August 1983 1/

(In thousands of pieces)

: Domestic :
Item : shipments : Exports

Stainless steel: : : :
1980 - : : 237 : 18 : 254
1981 —— 236 : 15 : 251
1982——- - : 189 12 201

January-August-- : : :
1982~ : 120 9 : 129
1983 : 109 : 6 : 115

Steel other than stainless :

steel: : : :
1980-—-———— e : 2,122 128 : 2,250
1981---—- : 2.234 93 : 2,327
1982 1,665 : 83 : 1,748

January—-August—- : : :
1982- —_— -3 1,124 : 56 : 1,180
1983 : 991 : 45 1,036

Total, all steel: : : :
1980-——- : 2,382 : 147 : 2,529
1981-—————— : 2,499 : 111 : 2,610
1982 -—: 1,888 : 98 : 1,986

January-August-- : : :
1982 : 1,268 : 67 : 1,335
52 : 1,152

1983 : 1,100 :

1/ Data for 18 firms, accounting for more than 99 percent of total

producers' shipments, for each steel grade.

Source: Derived from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Note.--"Total, all steel" may vary slightly from the total of stainless
steel and steel other than stainless steel. Questionnaire respondents
reported that these slight differences cannot be reconciled from their records.
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U.S. producers' inventories

U.S. producers' yearend inventories of steel wedge gate, globe, and swing
check valves, as reported by 12 firms, accounting for 92 percent of shipments
in 1982, were equivalent to 16 percent of total shipments in 1980 and 1981
(table 5). Inventories then increased irregularly to 23 percent of annualized

shipments as of August 31, 1983.

Table 5.--Certain steel valves: U.S. producers' inventories and shipments, by

steel grades, 1980-82, January-August 1982, and January-August 1983

Item : Inventories

Shipments

inventories
to shipments

Stainless steel: 1/

1980-- : 26 :
1981--———-- - 33 ¢
1982 -——- -—— _ 31 :
January-August—— : H
1982 : 31 :
B T — : 27
Steel other than stainless :

steel: 3/ : :
1980- —————— : 278
1981 - - 344
1982 - : 344 ¢
January-August—- : :
1982 - : 413
1983 : : 331 :
Total, all steel: 4/ :
1980 : 354
1981 -— : 378 :
1982 - 383 :
January-August-- : :
1982 : 475
1983 : 369 :

125 :
130 :
98

56 :
59

2,121 :
2,204 ;
1,660 :

1,119 :
994

2,275 :
2,373 :
1,820 :

1,220 :
1,066 :

21
25
32

2/ 317
/ 31

13
16
21

/ 25
2/ 22

16
16
21

2/ 26
2/ 23

1/ Data for 7 firms which together accounted for 49 percent of shipments in

1982.
2/ Based on annualized shipments.

3/ Data for 9 firms which together accounted for 95 percent of shipments in

1982.

4/ Data for 11 firms which together accounted for 92 percent of shipments in

1982.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Note.--Figures do not add to the totals shown, because 2 firms provided

information concerning all steel valves and did not provide information by

steel grades.
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Employment

The number of workers engaged in the production of steel wedge gate,
globe, and swing check valves, as reported by 9 firms, accounting for
80 percent of shipments in 1982, decreased steadily, from 2,645 in 1980 to
1,512 in January-August 1983, or by 43 percent (table 6). Total compensation
received by these workers increased from $8.64 per hour in 1980 to $11.96 per
hour in January-August 1983, or by 38 percent.

Ten firms reported that their workers belong to the following unions:
International Association of Machinists & Aerospace Workers, International
Brotherhood of Boilermakers, I.V.E., M,I.V.E., and the United Steelworkers of
America. ’

Financial experience of U.S. producers

Eleven U.S. producers, accounting for 49 percent of total U.S. shipments
in 1982, provided profit-and-loss data on their operations on all steel wedge
gate, globe, and swing check valves (table 7).

Most of the machinery and equipment in the establishment which produce
steel wedge gate, globe, and swing check valves is used in the production of
other types of valves, including iron, breechlock, butterfly, ball, and lift
check valves. Three of the eleven responding companies were not able to
provide separate data on stainless steel valves but provided data on all
valves. For the eight companies which did provide separate data, sales of
stainless steel valves accounted for less than 6 percent of their
establishment sales for 6 of the 8 companies. Five compenies did not provide
information concerning their methods of allocation as requested in the
questionnaire. Producers generally do not keep separate profit-and-loss data
on each type of valve. The profit-and-loss data provided here by all
companies are based on allocations and hence limited in their use as an
absolute measure of profitability. As all steel valves accounted for a larger
share of total establishment sales, data on all steel valves reflect a more
reliable trend than the data on stainless steel valves.

According to a survey conducted by Economic Consulting Services, Inc. on
behalf of the petitioners, 1/ three petitioners, * * X, 6 * X X  gnd * * X, do
not maintain separate profit records for specific types of steel valves (e.g.
wedge gate, globe, or swing check) or for steel cast or forged valves. These
" producers accounted for * * * percent of U.S. producers shipments in 1982.
Three other firms, according to the petitioners' survey, given sufficient
time, could provide meaningful financial information for the breakouts listed
above. These firms stated, however, that they "do not currently maintain
their profit-and-loss data in this way."

1/ Letter from Economic Consulting Services Inc. to the Commission, dated
Oct. 25, 1983. . A-14
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Table 6.--Average number of production and related workers engaged in the
manufacture of certain steel valves and certain steel valve parts, hours
worked by such workers, wages paid, and total compensation, by steel
grades, 1980-82, January-August 1982,

and January-August 1983

: Number : - Total
Item of : Hours Wages compensati
< pensation
worked paid
:__workers : : : 1/
: : Thousands : ———————- Per hour--———---
Stainless steel: 2/ : : : :
1980--- - : 479 : 1,014 : $7.36 : $8.90
1981~ - : 475 : 1,012 : 7.99 : 9.97
1982-- : 387 : 760 : 8.47 : 10.71
January-August—- H : H
1982-- : 385 436 : 8.45 10.78
1983-——- : 308 : 363 : 8.34 10.82
Steel other than stainless : : :
steel: 3/ : :
1980-—-—- - 1,241 : 2,211 : 8.35 : 9.47
1981-——-~ - : 1,029 : 2,100 : 9.47 : 10.59
1982 - : 844 1,553 : 10.52 : 11.84
January-August—- : : : :
1982 -—— : 869 : 1,085 : 10.37 : 11.66
1983 : 550 : 580 : 11.32 13.26
Total, all steel: 4/ : : :
1980 2,645 5,219 : 7.87 : 8.64
198]l- -~ 2,410 : 5,142 : 8.78 : 9.77
1982 : 2,051 : 4,162 : 9.67 10.78
January-August-—- : : : :
1982-—~~—- : 2,107 : 2,732 : 10.06 : 10.79
1983 : 1,512 : 1,805 : 10.59 : 11.96

.
Ky

1/ Wages plus fringe benefits.
2/ Data for 7 firms which together accounted for 45 percent of shipments in

1982.

3/ Data for 7 firms which together accounted for 38 percent of shipments in

1982.

4/ Data for 9 firms which together accounted for 80 percent of shipments in

1982.

Source:

p.s. International Trade Commission.

Compiled from data submitted in response to questionnaires of the

Note.--Figures do not add to the totals shown, because 2 firms provided
information concerning all steel valves and did not provide information by

steel grades.
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Table 7.--Profit-and-loss experience of U.S. producers on their operations on certain

steel valves and certain steel valve parts, by steel grades, accounting years

1980-82, interim period 1982, and interim period 1983

: : : General, : : Ratio of
: Cost ¢ Gross : selling, : Operating : operating
Item ¢ Net of : profit and income income
: sales goods or : adminis- or : or (loss)
: sold : (loss) ¢ trative (loss) to net
: : :_expenses sales
{ —smmmmemim e meeee =1, 000 _dollars----~---=--w----~- : Percent
Stainless steel: 1/ : : : : :
1980~- - -~~~ ommeee=- - 32,180 : 24,957 : 7,223 ; 4,250 2,973 : 9.2
1981-- - = - = 32,119 : 25,231 : 6,888 : 5,219 : 1,669 : 5.2
1982~~~ —-nmemmmm=-~; 32,003 : 28,001 : 4,002 : 6,362 : (2,360): (7.4)
Interim period end- : : : : :
ing June 30---2/: : : : : :
1982~ -~~~ ~—=w~w=~; 16,965 : 15,708 : 1,257 : 3,491 (2,234): (13.2)
1983-- -~ —vmmmmeeme 14,177 @ 14,214 (37): 3,209 : (3,246): (22.9)
Steel other than : : : :
stainless steel:3/: : : : :
1980-- —-m o e -:204,561 : 154,147 : 50,414 : 34,832 : 15,582 : 7.6
1981—-- -~ == m==~13212,212 : 159,407 : 52,805 : 37,255 : 15,550 : 7.3
1982—- - === memmeem==- =3 205,864 : 162,723 : 43,141 : 39,005 : 4,136 : 2.0
Interim period end- : : : : : :
ing June 30-- 4/: : : : : :
1982-- -~--~—------:141,407 : 111,900 : 29,507 : 26,278 : 3,229 : 2.3
1983-- -—-- o= :102,095 : 81,489 : 20,606 : 22,569 : (1,963): (1.9)
Total, all steel: 5/ : : : :
19080~ -~ - e o= $245,054 : 185,923 : 59,131 39.986 : 19,145 7.8
1981 e :253,618 : 191,714 : 61,904 : 43,495 : 18,409 : 7.3
1982- -+~ . :242,591 : 195,018 : 47,573 : 46,028 : 1,545 : .6
Interim period end- : : : : : :
ing June 30-- 2/: : : : : :
1982-- -~ :161,414 : 127,826 : 33,588 : 32,683 : 905 : .6
1983-- -~ — e m e e :117,694 : 97,269 : 20,425 : 26,034 : (5,609): (4.8)

1/ Data for 8 firms which together accounted for 41

shipments.

percent of shipments in 1982.
2/ 1 firm did not report data for both interim periods, whereas another firm reported
data only for interim periods.
3/ Data for 9 firms which together accounted for 51 percent of shipments in 1982.
4/ Interim period data reflect the data of 10 firms, accounting for 52 percent of

5/ Data for 11 firms which together accounted for 49 percent of shipments in 1982.
Interim period data reflect the data of 12 firms, raising coverage to 50 percent.

Source: Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission.

Note.--Figures do not add to the totals shown, because 2 firms provided information
concerning all steel valves and did not provide information by steel grades.
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Aggregate net sales of all steel valves increased by 3 percent, from
$245.1 million in 1980 to $253.6 million in 1981, and then declined to
$242.6 million in 1982, or 1 percent below the level in 1980. During the
interim period ending June 30, 1983, net sales dropped by 27 percent to
$117.7 million, compared with $161.4 million in the corresponding period of
1982.

Aggregate operating income on all steel valves under investigation
declined by 4 percent, from $19.1 million, or 7.8 percent of net sales, in
1980 to $18.4 million, or 7.3 percent of net sales, in 1981, despite
increasing sales., In 1982, operating income dropped precipitously, by 92
percent, to $1.5 million, or 0.6 percent of net sales. During the interim
period ending June 30, 1983, U.S. producers reported an aggregate operating
loss of $5.6 million, equivalent to 4.8 percent of net sales, compared with an
operating income of $905,000, or 0.6 percent of net sales, in the
corresponding period of 1982. U.S. producers attribute the sharp decline in
operating income in 1982 and losses in interim 1983 to the lower volume of
sales and a drastic reduction in selling prices.

The data on stainless steel valves and steel valves other than stainless
steel generally reflect the same trends as data on all steel valves.
Stainless steel valve operations showed a more severe decline in
profitability, with U.S. producers sustaining losses in 1982 and increasing
losses in 1983.

Cash flow from operations.--Cash flow generated by reporting producers on
their valve operations, by steel grades, is shown in table 8. Cash flow from
operations on all steel valves under investigation increased from
$18.2 million in 1980 to $20.8 million in 1981, but then dropped sharply to
$8.2 million in 1982. Cash flow declined more severely to $1.2 million in the
interim period of 1983, compared with $5.3 million in the corresponding period
of 1982.

Research and development and capital expenditures.--U.S. producers'
research and development and capital expenditures relative to their valve

operations, by steel grades, are presented in table 9. Research and
development expenses declined irregularly, from $2.5 million in 1980 to

$2.4 million in 1981 and $2.4 million in 1982. Such expenditures dropped to
$673,000 during January-June 1983, compared with $1.2 million in the
corresponding period of 1982.

Capital expenditures for land, buildings, and machinery and equipment
used in the production of all steel valves increased from $7.6 million in 1980
to $9.2 million in 1981, and then fell by 33 percent to $6.2 million in 1982.
Such expenditures further declined to $2.6 million during January-June 1983,
compared with $3.3 million in the corresponding period of 1982.
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Table 8.--Cash flow from U.S. producers' operations producing certain steel
valves and certain steel valve parts, by steel grades, accounting years
1980-82, interim period 1982, and interim period 1983

(In thousands of dollars)

: Depreciation Cash flow
and or (deficit)

amortization from operations

.
.

Operating

Item income or (loss) :

oo oo Joo <o e

.
13
.
. .
.
.

Stainless steel: 1/ :

1980 e e : 2,970 : 998 : 3,968
198l e : 1,778 : 1,112 : 2,890
1982---~- - : (1,922): 1,283 : (639)
Interim period ending : . :
June 30-- 2/ : : :
1982- - (1,913): 736 : (1,177)
1983-- - (2,744): 797 : (1,947)
Steel other than stainless : : :
steel: 3/ . : : :
1980 -~ : 9,606 : 3,820 : 13,426
1981l-————m e 12,526 : 3,900 : 16,426
1982~ z 4,564 : 4,240 : 8,804
Interim period ending : _ : :
June 30-—- 4/ : : . :
1982—- - -—= 3,951 : 2,690 : 6,641
1983-- —: 702 : 2,879 : 3,581
Total, all steel: 5/ : : :
1980—-- - 13,166 : 5,027 : 18,193
1981l -————— e : 15,494 : 5,290 : 20,784
1982 e : 2,411 ¢ 5,780 : 8,191
Interim period ending : : :
June 30-- 2/ : : :
1982~ : 1,948 : 3,364 : 5,312
1983 -—— - (2,442): 3,660 : 1,218

1/ Data for 6 firms which together accounted for 40 percent of shipments in
1982. '

2/ 1 firm did not report data for both interim periods, whereas another firm
reported data only for interim periods.

3/ Data for 8 firms which together accounted for 49 percent of shipments in
1982.

4/ Interim period data reflect the data of 9 firms, raising coverage to
41 percent.

5/ Data for 10 firms which together accounted for 49 percent of shipments in
1982. 1Interim period data reflect the data for 11 firms together accounting
for 50 percent of shipments.

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