OIL COUNTRY TUBULAR GOODS
FROM ISRAEL

Determination of the Commission in.
Investigation No. 701-TA-27 1
(Preliminary) Under the Tariff Act of
1930, Together With the Information
Obtained In the Investigation

Determination of the Commission in
Investigation No. 731-TA-318

(Preliminary) Under the Tariff Act of
1930, Together With the information
Obtained in the Investigation

USITC PUBLICATION 18..¢

~ APRIL 1986

United Statés International Trade Commission / Washington, DC 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Paula Stern, Chairwoman

Susan W. Liebeler, Vice Chairman.
Alfred E. Eckes
Seeley G. Lodwick

David B. Rohr
Anne E. Brunsdale

- Staff Assigned:

Rebecca Woodings, Office of Investigations
Dennis Rapkins, Office of Industries
John Ryan, Office of Economics
Jerald Tepper, Office of Investigations
Paul Bardos, Office of the General Counsel

Vera A. Libeau, Supervisory Investigator

Address all coﬁmnnications to

Kenneth R. Mason, Secretary to the Commission
United States International Trade Commission

Washington, DC 20436



CONTENTS

Determinations
Views of Chairwoman Stern, Commissioner Eckes, Commissioner Lodwick,
Commissioner Rohr, and Commissioner Brunsdale
Views of Vice Chairman Liebeler
Information obtained in the investigations: 4
Introduction
Nature and extent of the alleged subsidies
Nature and extent of the alleged sales at LTFV
The products:
Description and uses—-
U.S. tariff treatment
U.S. producers
U.S. importers
U.S. consumption
Consideration of alleged material injury to an 1ndustry in the
United States
- U.S. producers' capacity, productlon, and capaclty ut111zat10n-——
U.S. producers' shipments——-
U.S. producers' inventories
Employment -
Financial experience of U.S. producers-
Overall establishment operations -
Operations on o0il country tubular goods
Capital expendltures
Investment in productive fac111t1es -
Research and development expenses
The questlon of the threat of materxal 1nJury
U.S. importers' inventories .
The foreign industry and its capacity to generate exports———————-—
' Consideration of the causal- relationship between alleged material

injury or the threat thereof and the allegedly subs1dized and LTFV

imports:
U.S. imports
Voluntary restraint agreements—
'Market penetration by the allegedly subsid1zed and LTFV 1mports——
Prices
h Price trends
Price comparisons
Exchange rates
] . Lost sales/lost revenues
Appendix A. The Federal Register notices
Appendix B. Calendar of witnesses -
Appendix C. Other Commission invesﬁigations
Appendix D. Statistical tables ' -
Appendix E. Weighted-average net selling prices and quantities reported
by U.S. producers of oil country tubular goods sold to
distributers, by product specifications, and by quarters,
January 1983-December 1985--- .

A-1
A-2
A-2

A-3

A-6

A6

A-8
‘A-8

A-11
A-13

A-14 .
" A-14

A-15
A-16
A-16
A-17
A-17
A-18
A-18
A-19
A-19
A-20

A—_ZO ’

A-22
A-22
A-23

A-24.

. A-25

A-26

"A-26
A-29
A-37

A-39
A-43

A-49



ii

Contents
Tables

1. 0il country tubular goods: U.S. rates of duty as of January 1,1986
and January 1, 1987

2. 0il country tubular goods: U.S. producers' domestic and intra-
company shipments, imports, and apparent consumption, 1983-85—-—--

3. 0il country tubular goods: U.S. production, capacity, and capacity
utilization, 1983-85 :

4, O0il country tubular goods: U.S. producers' shipments, 1983-85-—-—-~

5. 0il country tubular goods: U.S. producers' inventories and
shipments, 1983-85 .

6. Average number of production and related workers engaged in the
manufacture of oil country tubular goods, hours worked by such
workers, wages paid, and total compensation, 1983-85

7. Income-and-loss experience of U.S. producers on the overall
operations of their establishments within which oil country
tubular goods are produced, accounting years 1982-85

8. Income-and-loss experience of U.S. producers on their operations
producing oil country tubular goods, accounting years 1982-85--——-

9., O0il country tubular goods: U.S. producers' capital expenditures,
1983-85

10. O0il country tubular goods: U.S. producers' end-of-period valuation
"of fixed assets, 1983-85
11. 0il country tubular goods: Importers' end-of-period inventories
and shipments of the product imported from Israel, 1983-85-———————
12. 0il country tubular goods: Production and trade data for METCO,
. 1983-85 -
13. 0il country tubular goods: U.S. imports for consumption, from
selected sources, 1983-85
14. O0il country tubular goods: Shares of U.S. consumption supplied by
. Israel, all other countries, and U.S. producers, 1983-85-———-——=—-
15. API oilfield casing: U.S. producer's and importer's weighted-
average net selling prices to service centers/distributers for
4-1/2 inch outside diameter oil field casing, by quarters,
January 1983-December 1985
16. U.S.-1sraeli exchange rates: Nominal-exchange-rate equivalents
of the Israeli shekel in U.S. dollars, real-exchange-rate
equivalents, and producer price indicators in the United States
and Israel, indexed by quarters, January 1983-December 1985--——---
" Note -- Information that would reveal the confidential operations of

A-14
A-14

A-15

A-15

A-16
A-17
A-18
A-18
A-19
A-20
A-21

A-23

A-25

individual concerns may not be published and therefore has been deleted from
this report. Such deletions are indicated by asterisks.



UNITED STATES INTERNATIONAL TRADE COMMISSION
Waahington. DC

Investigations Nos. 701-TA-271 (Preliminary)
and 731-TA-318 (Preliminary)

OIL COUNTRY TUBULAR GOODS FROM ISRAEL

Determinations ‘

On the basis of the‘record ;) developed in the subject investigationa,
the Commission determines, 2/ pursuant to saction 703(a) 6f the Tariff'Act of‘
1930 (19 U.s.C. § 1671b(a)), that~there is a’reaaonahle indicationithat an
industry in the United States is materially 1nJured 3/ by reason’ of 1mports‘
from Israel (1nvestigation No. 701-TA-271 (Preliminary)) of oil country
tubular goods, 4/ provxded for in 1tems 610 32 610, 37 610. 39 610. 40
610.42, 610.43, 610.49, and 610.52 of the Tariff Schedules of the United
States. which are alleged to ba subaidized by the Government of Israel

Further, the COmm1551on determines. 2/ pursuant to section 733(a) of the -
Pariff Act of 1930 (19 U.s.C. S 1673b(a)), that there is a reasonable ”
indication that an 1ndustry 1n the United States 15 materially injured 3/ by
reason of 1mports from Iarael (1nvestisation No. 731—TA—318 (Preliminary)) of
oil country tubular goods. g/ provided for in 1tems 610 32 610. 37 610 39,

610 40, 610 42 610 43 610. 49 and 610 52 of the Tariff Schedules of the

1/ The record is defined in sec. 207.2(i)’ of the Commission s Rules of
Practice and Procedure (19 CFR §.207. 2(1)) ‘

2/ Vice Chairman Liebeler determines that there is no reasonable 1ndication
that an industry in the United States is materially injured or threatened with
‘material 1nJury by reason of imports from Israel which are alleged to be
subsidized or to be sold at less than fair value.

3/ Chairwoman Stern determines that there is a reasonable indication that an
industry in the United States is materially injured or threatened w1th ,
material injury. -

4/ For purposes of these 1nvestigations. the term "“oil country tubular
goods" includes drill pipe, casing and tubing for drilling oil or gas wells,
of carbon or alloy steel, whether such articles are welded or seamless,

- whether finished or unfinished, and whether or not meeting American Petroleum
Institute (API) specifications, provided for in items 610.32, 610.37, 610.39,
610.40, 610.42, 610.43, 610. 49. and 610.52 of the Tariff Schedules of the
United States.



United States, which are alleged to be sold in the United States at less than
fair value (LT#V). . ' |
Background

On March 12, 1986, a.petition was filed with the Commission and the
Department of Commerce by Lone Star Steel Co., Dallas, TX and CF&I Steel
Corp., Pueblo, CO, alleging that an_iqﬁustry in the United States is
materially injured and threatened with material injﬁry by reason of subsidized
imports of oil country tubular goods from Israel, and by reason of imports of
oil country tubular goods from Israel which are allegedly being sold in the
United States at less than fair value. Accordingly, effective March 12, 1986,
the COﬁmission instituted preliminary investigations Nos. 701-TA-271
(Preliminary) and 731-TA-318 (Preliminary).

Notice of the institution of the COmmission's investigations and of a
public conference to be held in connection therewith was given by posting
éopies of the notice in the Offiée of the Secretary, U.S. International Trade
- Commission, Washingtoh. DC, and by publishing the notice in the Feder#l
Register of March 19, 1986 (51 FR 9540). .The conference was held in
Washington, DC, on April‘7, 1986, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRWOMAN STERN, COMMISSIONER ECKES,
COMMISSIONER LODWICK, COMMISSIONER ROHR, AND COMMISSIONER BRUNSDALE

We determine 1/ 2/ that there is a reasonable indication that an industry |
in the United States is materially injured by reason of imports allegedly sold
at less than fair value, and by reason of aliegedly subéidized imports of oii
country tubular goods (OCTG) from Israel.

The imports in these investigations, when éumuiated,with other OCTG
imports subject to investigation, 3/ increased in volume and mérket share
during a period when the domestic iﬁdustry was experiehcing-a severe downtufn
in all ﬁerformance indicators. Although the overall condi;ion §f the industry
improved slightly in 1984, performance in most areas deteriorated in‘1985.
Evidence of underselling by the imports in these 1nvestiga£ions, tégether with
data showing domestic pricé'depressipn, provide a reasonable'indicaiiqn that
tpe Ellegedly unfair imports were a cause qf matefial injury to thé_domestic ‘

OCTG industry.

Like prdduct/domestic ihdustrx :

The 1mported product ‘in these pteliminary 1nvestigations is oil country

tubular goods, which includes casing. tubing, and drill pipes for use in

1/ Chairwoman Stern determines that there is a reasonable indication that
an industry in the United States is experiencing material injury or 1s
threatened with material injury.

2/ Although Vice Chairman Liebeler finds in the negative for these ,
investigations, she joins in the discussion of the like product/domestic
industry and the condition of the domestic industry. See her dissenting views
on cumulation and causation for her reasons for reaching the negative
determinations.

3/ This countervailing duty determination is based on aggregate import data:
obtained by cumulating imports from Israel with imports from Canada and
Taiwan. Commissioner Eckes and Commissioner Lodwick also cumulated imports
-from Israel with those of Argentina. This antidumping determination is based
on aggregate import data obtained by cumulating imports from Israel with
imports from Argentina, Canada, and Taiwan.



drilling oil apd gas wells and for transporfing oil and gas to the surface.
In recent investigations on these same products, the Commission determined

that seamless and welded OCTG were one like product, 4/ as were green tubes
and finished OCTG. We therefore determined that drill pipe was a separate

like product from casing and tubing. 5/ No evidence was presented in these
cases to change our determination as to the like product. 6/ 7/

Counsel for foreign producers in these investigations and in prior
investigations covering the same product cited differences between seamless
and welded OCTG. They argued that seamless OCTG are produéed and finished by
different processes, are higher in price, and are preferable in many uses to
welded goods. 8/ However, we see no reason to change our previous finding

that certain welded pipes and tubes, such as the products’of Lone Star Steel,

4/ 0il Country Tubular Goods from Argentina, Canada, and Taiwan, Invs. Nos.
701-TA-255 and 256, Invs. Nos. 731-TA-275-277 (preliminary), USITC Pub. 1747
(Sept. 1985); see also, 0il Country Tubular Goods from Brazil, Korea, and
Spain, Invs. Nos. 701-TA-215-217 (Final), USITC Pub. 1633 (Jan. 1985); 0il
Country Tubular Goods from Austria, Romania, and Venezuela, Invs. Nos.
701-TA-240-241 and 731-TA-249-251 (Preliminary), USITC Pub. 1679 (Apr. 1985);
0il Country Tubular Goods from Argentina and Spain, Invs. Nos. 731-TA-191, 195
(Final), USITC Pub. 1694 (May 1985). ‘ .

5/ Data in this investigation are for all oil country tubular goods,
including drill pipe, which accounts for less than one half of one percent of.
U.S. producers' domestic shipments in 1985. Were drill pipe excluded from
these investigations, the trends in the economic indicators the Commission
considers would be the same. Report to the Commission ("Report") at A-12.
Thus, the available data do not permit the identification of drill pipe
production as a separate industry. Therefore, under section 771(4)(D) of the
Tariff Act of 1930, the effect of the allegedly unfairly traded imports are to
be assessed by examining the narrowest group that includes drill pipe and for
‘which the necessary information can be provided, that is all OCTG. 19 U.S.C.
.§ 1677(¢4)(D). .

6/ In the current investigations, as in previous investigations,
Commissioner Eckes and Commissioner Lodwick do not find that drill pipe is a
separate like product. Therefore they find one domestic OCTG industry.

1/ Commissioner Briinsdale has serious reservations regarding the definition
of the "like product” in these investigations. Should a final investigation
occur, she would reexamine this issue. At this time, she does not wish to
foreclose the possibility of determining that drill pipe does not constitute a
separate like product.

8/ Report at A-12.



are substitutaplé'for the seamless pi;es and tubes in deep well drilling and
will be substituted if the price is cheaper. 9/ We therefore conclude that
seamless and weldedJOCTG_afe one like product.

For purpdseé of these preliminary investigations, we determine that there
is one domestic OCTG industry producing seamless and welded casing and tubing,

including green tubes, and drill pipe. 10/ 11/

Condition of the domestic industry

In previous investigations, the Commission found;that.the domestic OCTG
.industcy enjoyed'a prosﬁerons year in 1981, but that 1ts'condition declined
dramatically during the next two years. 12/ Alﬁhough,1984 showed minor
reversals of this trend, the general decline‘of the industry continuéd‘in
1985! The industr} is still opera£ing at low levels and is suffering
financial losses. '

In 1981, several fipms‘in the domestic industry iniiiéted progréhs'tq
expand their cgpacity‘to'préduce_OCTG. Howe#er, as éales plummeted ip 1982
and 1983, some of these firms éitherlébandoneduor delayed the;r planned
expansioné. The trend pas éoﬁiinqed, with doméstic prodﬁcers' caﬁitai

expenditures falling from $4.8 million in 1984 to $1.9 million in 1985. 13/

9/ American Petroleum Institute (API) specifications for many grades of
asing and tubing specify that ‘either seamless or welded pipe is acceptable.
Id. at A-4, and A-12.

10/ Sections 771(4)(A) and (4)(D) of the Tariff Act of 1930 (19 u.s.c.-§§
1677(4)(A) and (4)(D)).

11/ Commissioner Brunsdale notes that the producers of OCTG also produce a

variety of other products using the same plant and equipment. Should a final
investigation occur she would seek to reéceive more detailed information
concerning the substitutability of supply of these various products and the
cost allocations among the lines of production to enable her to determine the

propriety of applying section. 771(4)(0) in evaluating the condition of the

domestic industry.

12/ 0il Country Tubular Goods from Brazil, Korea, and Spain, Invs. Nos.
701-TA-215-217 (Final), USITC Pub. 1633 (Jan 1985), at 8.

13/ Id. See also, Report at A—13 A-17-18.



Domestic production declined sharply between 1982 and 1983, recovered
partly in 1984,‘and lost ground again in 198S5. Thaé year production was éz.z
~ percent below 1982 levels. 14/ Capacity declined 8.2 percent between 1982 and
1984 and recovered partially in 1985. 15/ Capacity utilization, which was at
10.2 percent in 1983, roseAto 31.6 percent in 1984 as production rose and
several firms closed their OCTG facilities. Capécity utilization declined
from 1984 to 1985. 16/ Total shipments of OCTG rosé‘froq 1983 to 1984, but
decreased in 1985 to 94 percent of the 1984 level, which was itself only 87
percent of the 1982 leve;. 172/

Employment and the number of hours worked fluctuated, but in 1985 tﬁe
number of workers producing OCTG was 41.9 percent below the 1982 figure, and
the number of hours.worked.also declined. 18/ Total hourly compensation
decreased by 8.5 percent from 1983 to 1984, and regained only part of that
loss in 1985. 19/

’ Domesticvproducers' net OCTG sales plummeted from $2.0 billion in 1982 to
$365 million in 1983, Theréafter. net sales increased to about $1 bvillion in
1984 and 1985, 20/ but.profits did not follow suit. 1In 1?82, operating income
from OCTG ope;atiéns stoéd at 17.2 percent of net sales. Operating losses
replaced operating~ihcome in 1983, and in 1984 and 1985 constituted 14.9

percent and 11.4 percent of sales. In the latter year, seven out of twelve

14/ Report at A-13.

15/ Id. at A-13.

16/ Id. at A-14. _

172/ Id4. at A-14; 0il Country Tubular Goods from Argentina, Canada, Taiwan,
Invs. Nos. 701-TA-255-256, and 731-TA-275-277 (Preliminary), USITC Pub. 1747
(Sept. 1985) at 6.

18/ Report at A-15. -

19/ Id. at A-1le.

20/ Id. at A-17.



firms reported losses. 21/ In the aggregate, the responding firms experienced
a negative cash flow in their OCTG operations in 1985 as compared with a
positive cash flow in 1982. We therefore determine that there is a reasonable
indication that the domestic OCTG industry is experiencing material

injury. 22/ 23/

Cumulation
Section 612 of the Tariff and Trade Act of 1984 (the 1984 Act) amended )

section 771(7)(C)(iv) of the Tariff Act of 1930. 24/ The new provision
states:

(iv) Cumulation--For the purposes of clauses (i) and (ii),

the Commission shall cumulatively assess the volume and

effect of imports from two or more countries of like

products subject to investigation if such imports compete

with each other and with like products of the domestic

industry in the United States market.
In determining whether to cumulate these imports, we considered whether:
(1) they compete with each other and the domestic like product; (2) they are
marketed within a.feasonably coincidental period; 25/ and (3) they are.subject
to an investigation; ﬁFor'the.purposes of our preliminary determination in
this countervailing duty investigation, we cumulated imports from Israel with-

imports from Canada and Taiwan; and for the purposes of our preliminary

determination in this antidumping investigation, we cumulated imports from

21/ Id. at A-17. ‘

22/ Chairwoman Stern does not believe it necessary or desirable to make a
determination on the question of material injury separate from the
consideration of causality. She joins her colleagues by concludxng that the
domestic industry is experiencing economic problems.

23/ Commissioner Eckes believes that the Commission is to make a findlng
regarding the question of material injury in each investigation. See,
American Spring Wire Corp. v. United States, 590 F. Supp. 1273, 1276 (Ct.
Int'l Trade 1984), aff'd sub nom., Armco Inc. v. United States, 760 F.2d4 249
(Fed. Cir. 1985). ' :
24/ 19 U.S.C. § 1677(7)(C)(iv).

25/ This requirement is derived from the legislative history of the
statute. H.R. Rep. No. 1156, 98th Cong., 2d Sess. 173 (1984).



Israel with imports from Argentina, Canada, and Taiwan. . .
We determiﬁe that -domestic OCTG and imports of-bCTG,f:pm Israel,
Argentina, Canada, and Taiwan compete with each‘other. 26/ -.To reach this
determination, we first found that these products are . fungible. A;so,.tée
domestic product and imports from Israel, Argentina, Canada, and Taiwaq:are_
directed to the same end-users and to the same geﬁgraphical markets,'primafiiy
the Gulf Coast gnd the southwestern United States. Most of the OCTG imports
from Argeﬁtina; Taiwan, and Israel enter through the port of Houstbﬁ aﬁd péss
through the same dﬁannels of disfribution as fhe domééticnprodﬁctjﬂ~
Respondents argued that Canadian OCIG, unlike those of Argentina and
Taiwan, enter the United States throﬁgh Detroit, Buffalo, and‘othef nqr§ﬁern
ports, rather than through Houston, and serve different magkeﬁs,,sﬁch asAghe
Appalachian and Rocky Houniéin regions. However, at léést 6né ganédiaéy
producer maintains a sales office in Houston. Moreover, evidence of a lost
sale to. Canadian imporﬁs in the Houston area. indicates that. the Canadian
product does compete in the same Gulf Coast market to which the domestic,
Argentine, Taiwanese, and Israeli imported OCTG are directed. 27/ . |

We determine that imports from Argentina, Canada, Taiwan, and Israel were

marketed within a reasonably coincident period. The record shows. that

26/ To determine whether the imports compete with each other and the
domestic product, we considered:
— the degree of fungibility between imports from different countries
and between imports and the domestic like product, including
consideration of specific customer requirements and other quality
related questions;
— the presence of sales or offers to sell in the same geographxc
-markets of imports from different countries and the domestic like
product; -
- the existence of common or similasx channelb of distribution for
1mports from different countries and the domestic like product;
- whether the imports are simultaneously present in the market.
27/ 0il Country Tubular Goods from Argentina, Canada, Taiwan, Invs. Nos. .
701-TA-255-256, and 731—TA—275 277 (Prelxminazy), USITC Pub. 1747 (Sept 1985)
at 10.



domestic shipments and imports from these four countries meintained a share of
the market,.and therefore'were siﬁultaneously present in the market during the
entire period of this investigation. The record also indicates that the
prices. for domestic OCTG and the imports from'Argentina, Canada, Taiwan, end
Israel were reasonably comparable. 28/ |
Finally, for purposes of this preliminary antidumping 1nvestigation. we -

also determine that imports from the four countries may properly be considered
under investigation. Imports from Argentina, Canada, and Taiwae are squect
to ongoing antidumping investigations. |

" For purposes of this countervailing duty investigation, we further
determine that imports from Canada, Taiwan, and Israel may properly be
considered under investigation since they are subject to ongoing |
countervailing duty inyestigations. but that imports for Argentina may not be
so considered. Argentine imports are subject to-a countervailing duty order
issued in November 1984; which in our view is too remote in time to permit

said imports to be considered under investigation. 29/

Reasonable indication of material injury by reason of allegedlx subsxdized
igports and imports allegedlx sold at LTFV from Israel _

The market share for imported OCTG supplied from all sources increased -

‘from 1983 to 1984 and then declined from 1984 to 1985. 1In contrast, during

28/ Id. at A-10 and App. D; Report at A-25.

29/ Chairwoman Stern and Commissioner Rohr find it unnecessary to "cross
cumulate” allegedly subsidized imports from Israel with imports from Argentina
allegedly sold at less than fair value to reach their affirmative
determination in this countervailing duty investigation.

Commissioner Brunsdale does not cross cumulate in this case. For
further explanation of her reasoning on this issue, see Certain Brass Sheet
and Strips, Invs. Nos. 701-TA-269 and 270 (Preliminary), and 731-TA-311-317
(Preliminary) (April 1985) at fn. 28.

Commissioner Eckes and Commissioner Lodwick did cross cumulate.
Commissioner Eckes notes that he would have made the same determination had he .
not cross cumulated.
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the 1983-1985 period, the aggregate market share for the imports cumulated in
this antidumping investigation rose steadily from 3;3 percent to 8.2 percént.
and the aggregate volume of such imports also rose from 1983 to 1985.

The aggregate import volumes in this countervailing duty case also
rose. The aggregate market share for the imports climbed from 2.2 percent in
1983 to 7.3 percent in 1985. 30/

We note that the domestic industry's market share fell from 53.0 percent
in 1983 to 40.5 percent in 1984, and increased in i985, but not up to the 1983
levels. 31/ 32/

During the period under investigation, the Commission obtained almost
complete quarterly data for 11 domestic OCTG categories. Prices fell during
January-March 1983 through OctoberfDecember 1985 for eight'of the
categories. 33/ This depression of domestic prices and profitability may in
part result from the presence of the allegedly unfairly traded imports in the'
market;

In these investigations, the Commission obtained three direct quarterly

price comparisons between domestic and imported OCTG casipg from Israel. 34/

30/ Report at A-23.

31/ Id. at A-23. Although the domestic market share rose in 1985, the
volume of domestic shipments did decline.

32/ Commissioner Brunsdale notes that the 1984-1985 increase in the market
shares of dumped and subsidized cumulated imports between 1984 and 1985
occurred while the market share of domestic OCTG was also increasing from 40.5
percent to 45.9 percent and that of all other imports dropped from 54.0
percent to 45.9 percent. Thus the increased market shares of the cumulated
‘imports may have been at the expense of other imports and not at the expense
of domestic producers. Should a final investigation occur she would seek to
explore this possibility further. '

33/ Report at A-23.

34/ Commissioner Brunsdale generally does not find evidence of underselling
probative of the issues of price undercutting or causation. See Certain
Welded Carbon Steel Pipe and Tubes from Turkey and Thailand, Invs. Nos.
731-TA-252 (Final), and 701-TA-253 (Final) (Views of Vice Chairman Liebeler
and Commissioner Brunsdale at 44-45); Office of Economic Memorandum EC-J-010.
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All three compgrisoné showed uﬁderselling by the Israeli imports. . The
Commission has éléd obtained 31 direct quarterly pripe comparisons-betweeﬁ
domestic and imported OCTG froﬁ Argentina, Canada, and_Taiwah, Twelve of the
31 price compérisons bgtween the domestic and imborted OCTG showed .
underselling.by the importeQ prpducfs. 35/

We ndté that several countries from which OCTG is imported have reduced
their import leVel§‘bécause of voiuntary restraint.agreements (VRAs) . ﬁecause
of this, we wogld expect the domestic industry's condition to have imprbved
~ more than it has. 36/ Its continuiné difficulties may-in part be ﬁue to the
_gntry of.imports from'couhtfieé such ;s Israel which have notvsigned VRAs and
whose increased.market share may be replacing that of restrained countries and
inhibiting U.s. producers’ sales. 37/ |

We recogﬁize thét there ma} have been several causes of injury to the
domestic OCTG industry during the period of investigatioq, including decreased
demand' for'ﬁhe product. However, the Commission is not £d weigh causes in an
" antidumping or countefvailing duty.investigation'at eifher the préliminary or
final stage. égl "It is possible:for both declining demand and unfairly traded
imports to magerial;y injure an industry. In fact, the imports might }esu;t
in relatively greater injury to an industry'facing a downturn in demand. In

this instance, the domestic OCTG industry not only experienced decreased sales

35/ Report at A-26; 0il Country Tubular Goods from Argentina, Canada, and
Taiwan, Inv. Nos. 701-TA-255-256 and 731-TA-275-277 (Preliminary), USITC Pub
1747 (Sept. 1985), at 12.

36/ Commissioner Brunsdale notes that while the entering of VRAs .could be
responsible for the domestic industry's improvement in certain indicators, it
is premature at this preliminary stage to state that the domestic industry's
condition should have-improved even more than it has thus far. Further
examination of this issue is necessary should a final investigation occur.

37/ Report at A-41-42.

38/ Commissioner Brunsdale does not weigh causes in title VII investigations
and believes that further discussion of possible causes is unnecessary.
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and profits, bug also lost market share as the allegedly unfair imports gained
market share during the period of investigation.

"For the foregoing reasons, we conclude that there is a reasonable
indication that an industry in the United States is materially 'injured’ by’
imports of OCTG from Israel that are allegedly subsidized. - We further
conclude that there is a reasonable indication that -an industry in ‘the: United
States is materially injured by imports of OCIG from Israel that are allegedly

sold at less than fair yalue.
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="+ VIEWS OF VICE CHAIRMAN LIEBELER

I determine that there is no reasonable indication
that an industry .in the United States is materially
injured, or threatened with material injury, by reason of
allegedly subsidized imports of o0il country tubular goods
(OCTG) from Israel.: I make the same determination with
regard to imports of OCTG from Israel allegedly sold at

less than fair value (LTFV).

Cumulation

Petitioners urge the Commission to cumulate imports of
OCTG from -Israel with imports from Argéntina, Canada, and
Taiwan. - Imports from the latter three countries are
subject to current antidumping investigations. Imports
from Canada and Taiwan are also subject to currént
countervailing duty inﬁestigations, and Argentina is
subject. to a final countervailing duty order issued in

1984.

Since only imports that compete with each other may be
1 A ,
cumulated, I am not cumulating imports from Israel with

1 .
The Commission is directed cumulatively to "assess the
volume and effect of imports from two or more countries of
.like products subject to investigation if such imports
compete with each other and with like products of the
domestic industry in the United States market. 19 U.S.C.
1677(7) (C) (iv) (1980, 1985 Supp.) (emphasis added).
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imports from Canada. The OCTG from the two countries are
used in separate geographical markets. Virtually all
imports from Israel enter the U.S. through the port of
Houston and are sold in the Gulf Coast and Southwest
area. In contrast, most Canadian OCTG enter through
northern ports and are used in the Appalachian and
Midwestern regions. Moreover, the general pattern of
distribution of Canadian imports appears distinct from

Israeli imports.

Furthermore, I do not cumulate imports from countries
subject to outstanding countervailing duty or antidumping
duty orders with imports from countries that are currently
the subject of an investigation. The language of the 1984
Act refers to "imports from two or more countries of like

2 .
products subject to investigation * * *v Thus, the

plain meaning of the statute precludes a broader
interpretation. In addition, it would be contrary to the
injury reguirement in Title VII to cﬁmulate products from
countries subject to a final countervailing duty or

antidumping order with imports from countries that are

2

19 U.S.C. 1677(7)(C) (iv) (1980 & 1985 Supp.) (emphasis
added) .
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currently under .investigation. The purpose of the
investigation undertaken by the  Commission is to determine
whether the dumped or subsidized imports from the
countries under.investigation are .causing or threatening
to cause material injury to.the..domestic industry.
Whatever injury was caused or was threatened by imports of
the like product has been remedied by that order. Thus,
it makes no sense to cumulate imports subject to a final

order with.those from countries under investigation.

Additionally, I do not cross-cumulate dumping ‘and
subsidy investigations for several reasons.? First,
Commission treatment of foreign:government subsidization
of imports and séleS‘by private firms at LTFV is governed
‘by different sections of Title VII. This raises a
presumption that Congress intended-to treat the two -
activities separately. 'Second, historical Commission

practice has been not to cross-cumulate. This practice

existed prior to the enactment of the statutory cumulation

3 ‘ - _ ' . .
In Bingham and Taylor, Div. Virginia Industries, Inc. Vv. '
United: States, Slip. Op. 86-14 (Feb. 14, 1986), the Court of
International Trade stated that cumulation across statutes is
required. The Commission has voted to appeal Bingham to the
Court of Appeals for the Federal Circuit. Until this issue
is resolved I shall continue not cumulating across statutes.
I be11eve the statutes preclude cross-cumulating.
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provisions. Obviously, Congress could have chosen to
alter this practice but did not do so. .Third, the wording
of the operative sections of Title VII precludes
cross-cumulation. For example, the language of the
coutervailing duty section clearly requires that the
injury be by reason of subsidized imports, not subsidized
aﬁd dumped imports.4 If the Commission was to
cross-cumulate, it would be acting outside its statutory
mandate. The Commission simply cannot make an affirmative
determination in, e.g, a countervailing dﬁty case based on

dumped imports.

Thus, in the antidumping investigation I would
cumulate imports from Israel with imports from Taiwan and
Argentiha. In the countervailing duty investigation I
would cumulate imports from Israel with imports from
Taiwan. Cumulative market penetration is 2.1 percent and

1.2 percent, respectively.

4

The Commission is to examine whether an industry in the
United States is materially injured or threatened with
‘material injury "by reason of imports of that merchandise *
* %" 19 U.S.C. 1671 (a)(2) (1980, 1985 Supp.) (emphasis
added). .

5

For a more detailed explanation see Certain Carbon Steel
Products from Austria, et al., Nos. 701-TA-225-234
(Preliminary) and 731-TA-213-217, 219, 221-226, and 228-235
(Preliminary), USITC Pub. No. 1642, at 43-48 (Views of Vice
Chairman Liebeler).
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Injury and Causation Ahalysis

It is rational to assume that market penetration
rétios of 2.1 and 1.2 éfe too small to have much or‘ény
effect on the U.S. market price of oil country tubular
Qoods. ‘Generally, I presume that there is no reasonable
indication of maﬁerial ihjury, or threat of material
injury,'when the mérket penetration ratio is less than 2.5
percent.s‘*Generally speaking, a.small ﬁarket
pehétrafion ratio for a product implies thatzthe_product
-will haVe'little'effeét on the equilibrium price of the.
éroduct.'.A small.market penetration ratio for a product
can havé a disproportionate effect on price only if both
the demand'for the product is highly inelastic and the

. _ , 7
‘'supply of the product is highly inelastic.

6 | L -
- See accompanying text under footnote 8, infra.

7 . : :
Elasticity of demand is a measure of responsiveness of -
quantity demanded to price changes. Mathematically it is
expressed as the percentage change in quantity demanded :
divided by the percentage change in price. Inelastic demand
means that the quantity demanded changes by a smaller '
percentage than does price. The elasticity of supply
measures the responsiveness of supply to price changes in the
same manner. P. Samuelson & W. Nordhaus, Economics 380-384"
(12th ed. 1985). '
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The demand for OCTG is likely to be highly inelastic
for several reasons. First, OCTG is not dirqulx consumed -
but is a factor in the production of oil and natural gas;
the demand for oil and natural gas are both highly .
inelastic, . especially in the short run. Second, there.are-
no good.substitutes available for OCTG in the production-
of oil and natural gas. Third, the cost of OCTG as .a
share of the cost of producing oil and natural gas is.

small.

However, for a small import penetration ratio to have:
a disproportionate effect.on price, both the demand for
the product and the supply of the product have to be.
highly inelastic. Although the demand for OCTG. is likely -
to be highly inelastic for the reasons given above,. there ..
is no evidence to suggest that supply is highly
inelastic. As a result, a small import penetration ratio

will not have a disproportionate effect on price.

Threat

There is no reasonable indication of threat of
material.ihjury. The standard for an affirmétive threat

detefhinétion is that the danger be real and imminent.
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The actual data on which I base my determination are
confidential. Generally stated, however, there is nothing
-in the record to indicate substantial idle capacity in
Israel. There are no plans to increase that capacity.
One must remember that even if Israel’s facilities were
operating at 100 percent capacity, production would still
represent just a tiny fraction of U.S. consumption.
Similarly, there is no evidence that there are large‘
inventories of fhe allegedly subsidized or dumped'OCTG in
. the United States available for sale. ﬁ.s. importefs’
in&entories at year end 1985 were just 2.5 percent of

importers’ 1985 shipments of Israeli OCTG.

Discretion

It has been argued that commiésioners do not have-
discretion to use rebuttable:presumptions when analyzing
: ' : 8 '
the statutory criteria under Title VII. In one recent

decision, a dissenting commissioner stated that my use of

8 .
It is very difficult to join issues with the majority. ,
Because one commissioner refuses to exchange draft opinions
prior to public release of opinions, it has become common
practice not to exchange opinions. I believe exchange of
drafts between the Commissioners is both desirable and
feasible.
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the 2.5 presumption was a "burdensomeArequirement" on
petitioners, such that "domestic petitioners must use
abstract economic theories and models, along with factual
data, to help demonstrate that imports are, in fact,

9
injuring them." He continued:

Not only is there no statutory basis for such a
presumption but adherence to this practice, in
effect, requires each domestic industry seeking
relief to hire a consulting economist, thus
adding to the costs of all parties -- domestic
and foreign -- to our proceedings. In addition
such an approach makes it more difficult for very
small firms with limited financial resources to
rely on trade remedies to offset dumped or

10
subsidized imports.

One should not expect to find express permission to
use economics when interpreting a statute. Economic,
accounting, and financial analysis are used in many areas
of the law to analyze the relevant facts. It is accepted
practice among regulatory agencies to use economic,
accounting and finance principles to analyze their
statutes and iiterally thousands of court decisions could

11
be cited implicity approving this practice.

9
Certain Ethyl Alcohol from Brazil, Invs. Nos. 701-TA-239
(Final) and 731-TA-248 (Final), USITC Pub. No. 1818, at 48.

10
Id. [footnote omitted]

11 :
See, e.g., Matsushita Electric Industrial Co., Ltd., v.
Zenith Radio Corp., 54 U.S.L.W. 4319 (1986), where the
Supreme Court used economics to interpret Federal Rule of
Civil Procedure 56.
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The argument that a commissioner’s use of economics
places an unreasonable burden on the public is specious.
Economics is an analytical tool, nothing more, which is
helpful in evaluating the large body of data before us.
It is not necessary, and it has not been the general
practice, for parties to hire economists in Title VII

cases.

Precise analytical tools substitute not for the law,
but for seat-of-the-pants judgments about which data are

12
more important in a particular case.

There are two reasons for choosing a 2.5 percent de
minimus threshold: first, because it is small and,
therefore, ﬁighly unlikely to have more than an
inconsequential or insubstantial adverse impact on the -
domestic industfy; and second, becausg such market share
is very likely to signify a competitive process and to
reflect only dumping or subsidization in a "technical"

sense.

12

This, in turn, makes determinations more predictable and
allows the public to judge in advance which petitions have
merit.
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Any time a foreign producer exports products to the
United States, it harms the domestic industry that
competes in that market. An increase in supply, ceteris
paribus, must result in a lower price of the product than ;.
would otherwise prevail. If a downward effect on price,
accompanied by a Department of Commerce finding of dumping
or subsidy and a Commission finding of material injury
were all that were required for an affirmative
determination, there would be no need to inquire further
into the question of causation.
Congress has recognized that the mere presence of less
than fair value imports is not sufficient to establish
13 .

causation. Thus, the inquiry into causation must
proceed. The Senate Finance Committee instructed the
Commission to search for a causal link:

While injury caused by unfair

competition, such as less-than-fair-value

imports, does not require as strong a

causation link to imports as would be

required in determining the existence of

injury under fair trade import relief

laws, the Commission must satisfy itself

that, in light of all the information
presented, there is a sufficient causal

13

"[Tlhe ITC will consider information which indicates that
harm is caused by factors other than the less-than-fair-value
imports." Report on the Trade Agreements Act of 1979, Senate

Finance Committee, S. Rep. No. 249, 96th Cong. 1lst Sess. 75
(1979) . .
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link between the less-than-fair-value

imports and the requisite injury. The

determination of the ITC with respect to

causation is, under current law, and will

be, under section 735, complex and

difficult, and is a matter for the

judgment of the ITC.14
This "complex and difficult" judgment begins with an
examination of the import penetration ratio. There must
be some import penetration level which is eo insubstantial
that it cannot result in material injury'

When the industry demand and supply curves have low
elasticities, a given import penetratlon w1ll have a 1ar§e
impact on the domestic industry. The more inelastic the
demand and supply curves, the greater will be the effect
on price of a given change in 1mports. - Two examples'are
prov1ded as 1llustratlon. - i

If the domestic market for OCTG were 11ke that
depicted in Flgure I (below) there mlght be a material
effect on the domestic 1ndustry. A relatlvely small

increase in supply from S to S1 may result in a

precipitous-fall in price:
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FIGURE 1

On the other hand, in the more general case, where
supply and demand are somewhat more elastic,.as in Fiéure
~II, a 2.5 percent import penetration ratio even if all of
iﬁ were a consequence pf unfair trade, cannot have a
significant enough effect on price to-resultbin material
injury or threat thereof. The shift in the curve from S

to S1 results in an inconsequential drop in price:
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FIGURE I1

Therefore{ in the absence of a showing that the supply
and demand curves in the domestic market are sufficientiy
inelastic, I presume that a 2.5 percent import penetration
ratio cannot result in material injufy.

A second reason for using this de minimus threshold
rests on the legislative history on "technical dumbing."~
Import penetration'ratios of 2.5 pércent or less are more
likely to feprésent technical dumping. In enacting the
unfair trade laws, Congress was not concerned with inports
that were simply priced at the level necessary to ehable.

the producer to sell his product:
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(1) Technical dumping. The concept,
underlying a number of International Trade
(Tariff) Commission determinations, is
wholly consistent with the basic philosophy
and purpose of the Antidumping Act. This
Act is not a ’protectionist’ statute
designed to bar or restrict U.S. imports;
rather, it is a statute designed to free
U.S. imports from unfair price
discrimination practices. As is explained
below, this distinction is of importance in
the context of recent suggestions that the
Antidumping Act should not be applied to
imports of articles in short supply.

Conceptually, the Antidumping Act is not
directed toward forcing foreign. suppliers
to sell in the U.S. market at the same
prices that they sell at in their home
markets. Rather, the Act is primarily
concerned with the situation in which the
margin of dumping contributes to
underselling the U.S. product in the
domestic market, resulting in injury or
likelihood of injury to a domestic
industry. Such injury may be manifested by
such indicators as suppression or
depression of prices, loss of customers,
and penetration of the U.S. market. When
clear indication of injury, or likelihood
of injury, exists there would be reason for
making an affirmative determination. The
Antidumping Act is designed to discourage
and prevent foreign suppliers from using
unfair price discrimination practices to

" the detriment of a United States industry.

On the other hand, the Antidumping Act does
not proscribe transactions which involve
selling an imported product at a price
which is not lower than that needed to make
the product competitive in the U.S. market,
even though the price of the imported
product is lower than its home market
price. Such so-called ’‘technical dumping’
is not anti-competitive, hence, not unfair;
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it is procompetitive in effect. The
Commission has recognized the concept of
technical dumping and in a number of cases
has made a negative determination in the’
circumstances of such dumping. It is to be
noted that in the usual short supply
situation or inflationary period,
imports--regardless of home market
price--would normally be sold to the
domestic market at a price no lower than
the prevailing U.S. market price, thus
indicating that when dumping exists in such
situations, it is likely to be a case of
technical dumping in which there is not
likely to be . injury to a domestic _
industry. In other words, importers as
prudent businessmen dealing fairly would be
interested in maximizing profits by selling
at prices as high as the U.S. market.would
bear. But if there is a margin of dumping
in a tight supply situation, it may be due
to technical reasons, which would not be

15

injurious to domestic industries.

Congress was not concerned with all dumping. Rather,
Congress focused on plans "to discourage'and.prevent
foreign suppliers from-using-unfair price discrimination
practices,to_the detriment of a United States

industry.“;g.*'

15

Report on the Trade Reform Act of 1974, Senate Finance
Committee, S. Rep. No. 1298, 93rd Cong. 2d Sess. at 179
(1979) (emphases added). Because of the virtually identical
language and history of Countervailing and Antidumping Duty
Provisions of the Tariff Act of 1930, 19 U.S.C. Sections
1671, 1673 (1982) respectively, logic compels me to extend
the reasoning embodied by this "technical dumping" analysis
to subsidy cases.

0" "t
-
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The ‘pricing policy of an importer may be either
pro-competitive or anti-competitive. A rational and
profit-maximizing importer/competitor will price its
product as high as the market will bear, unless there is
some possibility of gain to be derived by unfair price
competition. Two possibilities exist: first, the
importer is pricing his product and seekinglsales as part
of an effort to meet competition. Thus, he is seeking to
sell at the highest price possible expeCting ﬁhat if he
ever sells at too high a price, there will be a plethora
of other suppliers available to take his place. Second,
the importer could try to price his product nelow the
market price, and thereby drive his competitors out of the

market and gain some measure of monopoly power.

Congress recognized that importers are normally
interested in maximizing their return. The Commission
must use’its best judgment to determine whether this
profit maximization is part of a‘pattern of
anticompetitive "unfair" price discrimination or
subsidization, or alternatively, an‘imperfect reflection
of the normal competitive process.

In a typical case the Commission is confronted with a

a large body of data from which it must discern an
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underlying story that explains the facts.. The staff
report contains information on: (1) the financial
condition.of the domestic industry; (2) the prices of the
domestic and imported products; and (3) the volume and
market share of the imported product.

How much reliability should we attach to the data?
Volume and relative market share are the most reliable
data. They are generated by third parties and easily
verified. Profit data is self-generated by the parties-
and is frequentiy provided on a product—épecific basis
requiring subjective cost allocations.: Such data is
difficult to verify. Price data is also provided by the
parties and is usually not verified beyond telephone
confirmations.

Moreover, price data may reflect a variety of
phenomena. First, the suppliers may not be selling a
homogeneous product. If the products are not identical,
there is no reason to suppose that they should seli at an

‘ 16 - :
identical price. Second, suppliers may be unaware of

16 : ' Y . .

Commission opinions have traditionally found technical

dumping only when no underselling has been found or, in cases

when underselling has been found, when such underselling has

been deemed "commercially insignificant". In the situation

where the products under investigation are identical in every
(Footnote continued on next page)
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the exact price at which other suppliers are concluding
contracts because of: (a) a lack of homogeneity of the.
product; (b) the fact that the contracts for sale are not
concluded on a public anonymous market; and (c) possible
antitrust concerns. Third, there may be inaccuracies in
the data that the Commission receives. Finally, there is
at least the theoretical possibility that a supplier,
although selling a product identical to his competitors,
and fully aware of the market price of that product, is
attempting to undersell them in order‘to-damagé their
businesses. Such behavior is something akin to predatory
pricing.

Determining the plausibility of each of these -
explanations is the implicit task of the Commission in

deciding the cases before it. At first blush it might

(Footnote continued from previous page) ‘
characteristic, this analysis would be correct. Seldom, if
ever, will the Commission be dealing with such a product
market. Even when dealing with products such as wheat, a
homogeneous product by most standards, one might find that
imports were underselling (overselling) the domestic product
if certain characteristics of the product not inherent to the
product, i.e., certainty of delivery, risk of loss, were
worse (better) than those offered by domestic producers.
Thus, the price "needed to make the product competitive in
the U.S. market" could be lower or higher than the price
charged by domestic producers. Further, when dealing with
heterogenous products, the problems with straightforward

price comparisons are compounded inordinately for obvious
reasons. :



31

seem that the question whether the importer is simply
“trying to meet the ‘competition or, alternatively is
seeking to underprice the competition, could best be
resolved by examining ‘price data. However, there is no
plausible way to separate and distinguish the possible
explanations on the-basis of the price data we receive.
As explained above, it is of necessity unreliable and
incomplete. There is fortunately an alternative way of
approaching the ‘question.

~ An assertion of unfair price competifion in the form
of dumping or subsidization should be accompanied by a
factual record which can support such a conclusion.
Foreign firms and doverhments exporting to the United
States Should be présumed to be rational. Action§ which
they take should be presumed to be in their
self-interest. Therefore, if the factual setting in which
the LTFV or subsidized sales take place does not support
any rationél sélf-serving goal to be served by unfair
price competition, it is reasonable to conclude that such
sales must be credited to one of the benign expianations}
and injury to the industry should not be treated as being
"by reason of" such imports. |

In most éases, unfair price competition by a.

competitor would be irrational. An examination of the
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wheat farming industry illustrates this point. It would
be irrational for a wheat producer to undersell the market.
and thereby drive out his competition because he could '
never hope to grow large enough to ever raise his price
above the market price by dint of his now greater market
power. Similarly in the various markets which we examine,
it is reasonable to conclude that unless a foreign firm
has a fairly large market share, it cannot hope that by
charging less than the market price it can drive out
competitqrs.and thereby gain the requisite market power to-
charge more than the competitive equilibrium price. I
have chosen a conservative market share of less than 2.5
percent at a preliminary stage as inconsistent with even
the most optimistic.rational expectation of gaining an
édvantage by selling at less than the market price.

It has been suggested that the Commission does not
have the power to adopt a rebuttable de minimus standard.
I believe ﬁhis'to be incorrect. Congress chose not to
determing cases itself. Instead, it delegated this power
to the Commission. Aside from guidance about weighing

17
causes, technical dumping, and cumulation, Congress

17
Congress’ attentlon to the cumulation issue in its 1984
(Footnote continued on next page)
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has not specifically instructed the Commission on how it
is to conduct its investigations and decide the cases
before it. The use of a de minimus standard is common in
many areas of the law, and although it was not
specifically mandated by Congress in our statutes, neither

was it precluded.

(Footnote continued from previous page) :

revision of the statute gives further support to the use of a
de minimus standard. Congress’ mandate to cumulate in '
certain cases demonstrated a sensitivity to the issue of
import penetration. It was precisely because Congress was
aware that certain levels of imports were insufficient to
satisfy the causation standard that Congress required a
summation of imports across nations in certain cases.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On March 12, 1986, petitions were filed with the U.S. International Trade
Commission and the U.S. Department of Commerce by counsel for Lone Star Steel
Co., Dallas, TX, and CF&I Steel Corp., Pueblo, CO, alleging that an industry
in the United States is materially injured and threatened with material injury
by reason of imports of o0il country tubular goods 1/ that are alleged to be
subsidized by the Government of Israel and that are alleged to be sold in the
United States at less than fair value (LTFV). Accordingly, effective March
12, 1986, the Commission instituted investigation No. 701-TA-271
(Preliminary), under section 703 of the Tariff Act of 1930, and investigation
No. 731-TA-318 (Preliminary), under section 733(a) of the same act, to
determine whether there is a reasonable indication that an industry in the
United States is materially injured or threatened with material injury or the
establishment of an industry in the United States is materially retarded by
reason of imports of such merchandise into the United States.

The statute directs the Commission to make its determinations within 45
days after receipt of petitions for preliminary countervailing duty and
antidumping investigations, or in these cases by April 28, 1986. Notice of
the institution of the Commission's investigations 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 Gommission, Washington, DC,
and by publishing the notice ‘in the Federal Register of March 19, 1986 (51
F.R. 9540). 2/ The Commission held a public conference in Washington, DC, on
April 7, 1986, at which time all interested parties were allowed to present
information and data for consideration by the Commission. 3/ The Commission
voted on these investigations on April 21, 1986. The Commission is also
currently conducting investigations on o0il country tubular goods from
Argentina,' Canada, and Taiwan. Information on the types of products imported
from these countries and on the foreign industries is available in the
preliminary report in those investigations (USITC Publ1cat1on 1747) and in the
prehearing report, released on April 18, 1986. 4/

1/ For purposes of these investigations, the term "oil country tubular
goods" includes drill pipe, casing and tubing for drilling oil or gas wells,
of carbon or alloy steel, whether such articles are welded or seamless,
whether finished or unfinished, and whether or not meeting American Petroleum
Institute (API) specifications, provided for in items 610.32, 610.37, 610.39,
610.40, 610.42, 610.43, 610.49, and 610.52 of the Tariff Schedules of the
United States (TSUS).

2/ Copies of the Commission's and Commerce's Federal Regigter notices are
presented in app. A.

3/ A list of w1tnesses who appeared at the public conference is presented in
app. B.

4/ A summary of previous countervailing duty and ant1dump1ng investigations
with respect to oil country tubular goods is presented in app. C.
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Nature and Extent of the Alleged Subsidies

Petitioners allege that Israeli oil country tubular goods exported to the
United States are subsidized by the Israeli Government through the programs
outlined below:

The Law for the Encouragement of Capital Investment (ECIL) is legislation
which provides various financial incentives to aid in economic development.
Various of these benefits are alleged to be countervailable. For example, the
ECIL offers cash payment grants for investment projects to encourage regional
development. Certain firms may qualify for preferential corporate tax rates
and accelerated depreciation. The Government also offers rebates of
commercial interest rates under the ECIL. 1/

Three export credit funds offer loans to finance export activities. An
Export Promotion Fund offers preferential credit terms for working capital
loans. The Export Shipments Fund provides similar financing for foreign
accounts receivable. Also, the Import-for-Exports Fund allows firms to
purchase imported material for use in the manufacture of exported products at
rates less than those of commercial banks. Other Government loans are
available to promote export growth through marketing. 2/

A Government-owned corporation offers foreign trade risk insurance to
protect exporters from losses due to certain delays in devaluation of the
shekel. 3/

In addition to the ECIL, accelerated depreciation and preferential tax
rates are available to manufacturers under the Encouragement of Industry
(Taxes) Law. The Government offers research grants to increase exports and
petitioners allege that other benefits are also available. 4/

Nature and Extent of the Alleged Sales at LTFV

On the basis of comparisons of U.S. prices with the estimated foreign
market value, petitioners allege that 0il country tubular goods from Israel
are being sold in the United States at LTFV margins ranging from 172.1 to
304.1 percent. Petitioners allege that there is no home market for Israeli
0il country tubular goods, and they are unaware of any third-country sales.
The foreign-market value, therefore, is based on a constructed cost of
production using Israeli input prices. For the U.S. prices, petitioners used
the customs values of imported Israeli oil country tubular goods during
July-December 1985. 5/

1/ Petition in the Matter of Oil Country Tubular Goods from Israel (cvd), p
45-49,

2/ Ibid. pp. 50-53.

37 1d. pp. 53-54.

4/ Id. pp. 54-55.

5/ Petition in the Matter of 0il Country Tubular Goods from Israel
(antidumping), pp. 47-52.
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The Products‘

Description and uses

The term "oil country tubular goods" refers to casing, tubing, and drill
pipe for use in drilling oil and gas wells and for transporting oil and gas to
the surface.

Casing is used in the drill hole to provide a firm foundation for the
drill string by supporting the walls of the hole to prevent caving in both
during drilling and after the well is completed. After the casing is set,
concrete is pumped between the outside of the casing and the wall of the hole
to provide a secure anchor. Casing also serves as a surface pipe to prevent
contamination of the recoverable oil and gas by surface water, gas, sand, or
limestone. The casing must be sufficiently strong to resist both external
pressure and pressure within the well. Because the amount of open hole that
can be drilled at any one time is limited, a strlng of concentrlc layers of
casing is used for larger wells.

Tubing is used within the casing to conduct the 0il or gas from the
subsurface strata to the surface either through natural flow or through
pumping. Casing is often substituted for tubing in high-volume wells. Tubing
must be strong enough to support its own weight, that of the oil or gas, and
that of any pumping equipment suspended on the drill string.

Drill pipe is used to transmit power from ground level to below the
surface in order to rotate the bit, and it is also used to conduct drilling
fluid (mud) down to the bit to flush drill cuttings to the surface, where they
can be removed. Drill pipe must have sufficient tensile strength to support
its own weight and that of drill collars and the drill bit.

In 1985, according to data received in response to Commission
questionnaires in these investigations, casing accounted for 84.1 percent of
U.S. producers' shipments (on a tonnage basis), tubing accounted for 13.8
percent, and drill pipe for 0.3 percent. - Other products ('green tubes” 1/ and
reject material) accounted for 1.8 percent of U.S. producers' shipments.

0il country tubular goods, are generally produced according to standards
and specifications established by the American Petroleum Institute (API). The
API is a trade organization involved in writing basic minimum design standards
for materials used in the oil and gas industries to ensure interchangeability
of parts and reliability. The API has worked to standardize dimensions and
properties in oil country tubular goods specifications for casing, tubing, and
drill pipe (API STD 5A), high-strength casing, tubing, and drill pipe (API STD
5AX), and casing and tubing with restricted yield strengths (API STD 5AC).
These standards, which are sometimes used by the Government as Federal
standards, were adopted by API after careful research and industry consensus.
‘They offer o0il country tubular goods purchasers a guide for selecting products
with proper outside diameters, wall thicknesses, and steel grades to perform-

1/ An industry term referring to an unfinished seamless hollow steel product
with low carbon content that will be further processed and upgraded.



under every combination of stresses. The majority of oil country tubular
goods in use today meet API specifications for such articles. However, there
are articles for -use in specialized applications that. do not carry an APl
rating because these 0il country tubular goods have not been sufficiently used
or tested for API to write standards for this equipment. Firms also produce
goods to their own proprietary specifications, and these products compete with
products made to API specifications. O0il country tubular goods are inspected
and tested at various stages during production to ensure strict conformity to
API or proprietary specifications. Seconds, rejects, and other low-quality
noncertified material may be used in shallow wells and under drilling
conditions where high-strength and high-quality pipe are not required.

According to responses to Commission questionnaires in these
investigations, 80 percent of total shipments in 1985 conformed to API
specifications, 11 percent were seconds, rejects, and downgraded products, and
9 percent were products made to proprietary specifications. Ninety-five
percent of 1985 Israeli imports were API certified; *xx,

Oil country tubular goods exist in a wide range of API and proprietary
grades, reflecting the strength of the product and the conditions under which
it has been tested for use. Lower-strength grades are used where less
pressure will be encountered in drilling '‘and production. Conversely, higher
grades of tubes are used when more strength is required. Most oil country
tubular goods are of carbon steel. A higher-strength product (typically
casing) can be obtained by heating a carbon steel tubular product, rapidly
cooling it with water, and then slightly reheating and slowly recooling it.
This "quench and temper" process raises minimum yield strength and increases
hardness of a green tube or "green shell.” 1/ A similarly strong tubular
product can also be produced by using more expensive metal'a;loys.

According to responses to Commission questionnaires in these
investigations, 67 percent of domestic shipments in 1985 were of the lower
carbon grades (comparable to K55 and below), 27 percent were of the higher
grades (comparable to C75 and above), and the rest were seconds or rejects.
Imports of Israeli API certified oil country tubular goods were all of the
lower carbon grades during the period of these investigations.

0il country tubular goods are of either welded or seamless construction.
API specifications for most grades of casing and tubing specify that either
seamless or welded pipe is acceptable. Exceptions include drill pipe and
extremely thick casings, which API specifies must be seamless. In 1985,
.slightly less than one-half of all shipments of U.S.-produced casing and
tubing, and virtually all drill pipe, were of seamless construction. Data in
the body of this report are presented for all oil country tubular goods; data
are presented for welded oil country tubular goods and for seamless oil
country tubular goods in appendix D. All of the imports from Israel have been
of welded construction during 1983-85.

Welded 0il country tubular goods are formed by passing flat-rolled
products through a series of forming rollers that form the products into

1/ There are no allegations regarding imports of green tubes as defined by
TCA in these investigations and the issue will not be discussed further in
this report.
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cylindrical shapes to be seam welded. The most commonly used process for
welding oil country tubular goods is electric resistance welding (ERW), in
which the cylinder edges are heated to a very high temperature with an
electric resistance welder and are forced together under pressure exerted by
rolls. Although most of the welded oil country tubular goods are
seam-annealed electric resistance welded, some large-diameter (over 24 inches)
material, which is used in offshore drilling, is submerged arc welded. Under
this process, the cylinder edges are connected using molten metal from a
welding rod. Some welded products then undergo a process called 'full-body
normalizing," where the entire tube is heated to a very high temperature to
make the molecular structure of the weld identical to that of the rest of the
tube. Regardless of welding process, the wall thicknesses of all welded oil
country tubular goods are uniform, whereas the wall thicknesses of seamless
0il country tubular goods are less uniform.

According to oil country tubular goods end users, seam-annealed welded
products are more commonly used when high strength is not required, whereas
seamless products are more typically used where greater pressures or hostile
environments will be encountered in drilling and production. Full-body
normalized welded oil country tubular goods are considered to be stronger than
other welded products.

Seamless 0il country tubular goods are produced by forming a central
cavity in solid steel stock. The central cavity may be formed either through
the rotary piercing and rolling process or through extrusion. Most seamless
0il country tubular goods are produced through the rotary piercing method, the
more traditional method for producing such material. Rotary piercing is
described by the American Iron & Steel Institute (AISI) in its publication,
Steel Products Manual: Steel Specialty Tubular Products, as follows:

Rotary Piercing and Rolling operations produce the great
bulk of seamless steel tubular products. A conditioned

steél round of proper grade, diameter and weight is heated
to a suitable forging temperature and rotary pierced in one
of several available types of mills which work the steel
and cause it to flow helically over and around a so-called
piercer-point yielding a seamless hollow billet. This
billet is then roller elongated either in a succession of
plug mills or in one of several mandrel mills. Finally the
elongated steel is sized by further rolling without
internal support in one or more of the sizing mills.

the tension mill stretches the material between stands and
actually makes wall reduction possible; the rotary sizing
mill frequently is used in conjunction with one of the
other mills to make final precision sizing of the outside
diameter.

The extrusion process is described in the same AISI publication as follows:
Extrusion process also starts with a conditioned steel

round of desired grade, diameter and weight. This billet
may be cold drilled and hot expanded, or hot punched-
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pierced either separately or in the extrusion process. The
drilled or punched billets are hot extruded by axially
forcing the material through a die and over a mandrel.

The ends of almost all oil country tubing are processed through an
operation known as upset ending. Upset ending is a forging process under
which the end of the tubing is flared and thickened by heating and forcing it
through a die and over a mandrel. This process adds tensile strength to the
tubing walls, thereby compensating for the tensile strength that is lost when
the material is threaded. Other finishing operations for oil country tubular
goods may include threading, coupling, and application of a rust-preventive
coating.

U.S. tariff treatment

The imported oil country tubular goods that are the subject of these
investigations are classified in items 610.32, 610.37, 610.39, 610.40, 610.42,
610.43, 610.49, and 610.52 of the TSUS. Table 1 presents the rates of duty
for imports of oil country tubular goods from countries afforded most-favored-
nation (MFN) treatment (col. 1 duty rates) 1/, from least developed developing
countries (LDDC's) (the final or 1987 rates), and designated Communist
countries (col. 2 rates) 2/. These articles are not eligible for duty-free
entry under the Generalized System of Preferences (GSP). 0il country tubular
goods that are the product of Israel or of designated beneficiaries of the
Caribbean Basin Economic Recovery Act enter free of duty.

U.S. Producers

There are 24 firms that are known to have produced oil country tubular
goods in the United States during the period of these investigations. A
number of these firms have ceased production of o0il country tubular goods
during the period under .investigation: WNational Pipe and Tube Co. as of
January 1983, Bethlehem Steel Corp. in March 1983, Wheeling-Pittsburgh Steel
Corp. in July 1984, Quanex Corp. in October 1984, Central Steel Tube Co. and
North American Pipe Corp. in November 1984, American Seamless Tubing, Inc. in
August 1985, and Armco, Inc. in November 1985. These firms together accounted
for 18 percent of U.S. producers' shipments in 1982, 3/ Several of the

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(d) of the TSUS. However, such rates do not apply where
preferential treatment is afforded to products of developing countries under
the GSP or the CBERA, or to products of Israel or of LDDC's under the Special
rates of duty column.

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

3/ According to data submitted in the preliminary investigations on oil
country tubular goods from Argentina, Canada, and Taiwan. For purposes of
comparison in this report, data will occasionally be presented from 1982,
which was a boom year for the industry, whereas 1983 was a year of severe
depression.
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U.S. .rates of duty as . of January 1, 1986 .
- and January 1, 1987

(Percent ad valorem)

TSUS : 0il country
item : tubular goods
No. : covered

Rate of duty

Co

1.1

Jan. 1,
1986

Jan. 1,
1987

Col. 2

Pipes and tubes and blanks

therefof of

iron (except cast iron) or steel:
Welded, jointed or seamed, with
walls not thinner than 0.065
inch and of circular cross

section:

610.32 0.375 inch or more in outside :
diameter, other than alloy steel--: 1.9%

610.37 0.375 inch or more in outside

diameter, of alloy iron or steel--: 4.9% 1/ :

3 Other:

Steel pipe conforming to A.P.T.
: specifications for oil well
: casing whether welded or

seamless having a

wall

thickness not less than

0.156 inch:
Not threaded and not
advanced

otherw1se

610.39 : ther than alloy steel——-—r ----- : 0.5%

610.40 : anoy steel-———--

: Threaded or otherwise advanced:
610.42 Other than aLloy steel---——————- : 6.3%

610.43 Alloy steel- -

Other:

Not suitable for use in the
manufacture. of ball or

: roller bearings:

610.49 : , Other than alloy iron or. : :
: steel, except hollow bars—----:. 8.4%

610.52 : Alloy iron or steel, exéept

hollow bars-—--—-

el 8.4% 1/ :

-0.5%

3.3% 1/ :

6%

6.2% 1/ :

8%

7.5% 1/ :

5.5%

10% 1/

1%

8.5% 1/

20% -

28% 1/

25%

35% 1/

1/ Additional duties are assessed on imports under this item depending on the content
of chromium, molybdenum, tungsten, and vanadium, as provided for in headnote 4, schedule

6, part 2, subpart B of the TSUS.
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remaining firms have shut down production in one or more of their oil country
tubular goods plants, and most have idled facilities for some part of the
period under investigation. Maverick Tube Corp. has filed for reorganization
under the provisions of the bankruptcy laws. The largest producers include
*%* as shown in the following tabulation (in percent):

Share of U.S.
producers' shipments,

Firm and plant locations 1985
KKK e e AKX
KK o e e o ———————— e e KKk
KKK XK
KKK o o e *xK
KKK e e e e e e e ok
Subtotal - *kx
Other firms——————mmmm e : baladel

S Y P 100.0

U.S. Importers

Dozens of firms import oil country tubular goods into the United States;
five firms have been identified as importers of the Israeli product.
Questionnaire responses were received from all five of these importers.
Imports in 1985 as reported in questionnaire responses accounted for all of
the imports from Israel as identified by the Department of Commerce. 1In
general, two types of concerns--independent trading companies and U.S.
subsidiaries of foreign producers—--import the product. Solcoor Inc. is a U.S.
subsidiary of the Israeli producer, Middle East Tube Co. Ltd. (METCO). Four
independent trading companies also reported imports of Israeli oil country
tubular goods. Importers frequently act as distributors, warehousing the
product and filling orders from inventory.

U.S. Consumption

The United States accounts for an estimated 65 percent of worldwide
consumption of 0il country tubular goods. Apparent U.S. consumption (U.S.
domestic and intracompany shipments plus imports) dropped from 4.4 million
tons 1/ in 1982 to 1.5 million tons in 1983, or by 66 percent (table 2).
Apparent consumption subsequently increased by 165 percent from 1983 to 1984
and then fell by 23 percent from 1984 to 1985. Apparent consumption in 1985
remained 31 percent below the 1982 level.

1/ Unless otherwise noted, the term "ton" refers to a short ton (2,000
pounds).
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Table 2.--0il country tubular goods: U.S. producers' domestic and intra-
company shipments, imports, and apparent consumption, 1983-85

(In thousands of tons)

.
.

Item - ‘1983 1984 © 1985

U.S. producers' domestic and : : :
intracompany shipments——-———vmemmme o __ : 801 : 1,563 1,460

Imports from-- : : ; :
Israel————— e : 1/ : 4 26
Argentina—-——emm oo : 16 : 24 26
Canada— -~ e : 29 172 173
TRIWAN - = e e e e e : 1 14 9
All other countries—--———comcmmm o - 615 : - 2,093 : 1,305
Total imports—————————— o ————— et 661 : 2,307 : 1,539
Apparent consumption-——-—cmmmem e : 1,462 - 3,870A : 2,999

1/ Less than 500 tons.

Source: Inventories and U.S. producers' domestic shipments for 1983-85,
compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission; imports, compiled from off1c1al stat1st1cs of
the U.S. Department of Commerce.

Throughout 1981, market analysts were projecting higher levels of oil and .
gas well drilling; domestic production and imports of o0il country tubular
goods reached record high levels as distributors bought all the product they
could in order to be able to supply the anticipated demand. Imports greatly
increased their market share as domestic producers were unable to satisfy
demand. A large portion of U.S. producers' shipments and imports of oil
country tubular goods were not actually used in oil and gas well drilling in
1981. Instead, these shipments and imports were held in inventory by the
distributors. 'By yearend 1981, the level of inventories held by distributors
was more than 70 percent higher than the ‘level held at the beglnn1ng of the
year. 1/ .

By late 1981, however, it became apparent that demand for oil and gas was
not going to increase as anticipated and, as a consequence, exploration for
oil and gas dropped sharply. The level of drilling dropped to such an extent -
and distributors' inventories had grown so large that producers' inventories
of 0il country tubular goods continued to increase in 1982. 1In 1983, .
distributors of o0il country tubular goods began to draw down their inventories
and producers'  inventories also decreased. Thus, in 1983, although drilling
activity was higher than in 1982, U.S. producers' shipments and imports
decreased as distributers supplied more of consumption from inventory. .In
1984, both domestic shipments and imports increaSed considerably, with imports

1/ This information was obtained in 1nvest1gat1ons Nos. 701-TA-215 through
217 (Flnal) ‘



A-10

maintaining a large market share. Some of the distributors' and producers’
inventories were worked off during this period; however, excess inventories
are still blamed by some representatives of the industry for depressed market
conditions. Domestic producers’ yearend inventories of oil country tubular
goods, as reported in questionnaire responses, are shown in the following
tabulation (in short tons):

Yearend inventories

1982 e e 393
1983 - e 189
1984 e 270
1985~ e 228

According to the Lone Star Steel Yard Survey inventory data, which
include approximately 90 percent of stocks held not only by producers, but by
all participants in the industry, inventories had risen to an alltime high at
the beginning of 1983, fell by 30 percent by early 1984, and declined a
projected total of 38 percent from early 1983 to mid-1985. Projected mid-1985
inventories are higher than for any survey prior to 1982. Using the Lone Star
Steel Yard Survey inventory data, estimated consumption rose from 3.0 million
tons in 1983 to 4.0 million tons in 1984, or by only 32 percent; this
discrepancy can be explained by the sharp drawdown of distributors' and end-
users' inventories in 1983, which is reflected in the Lone Star Survey.
Comparable data are not yet available for 1985.

Drilling declined near the end of 1985, and industry spokesmen predict a
sharp decrease in exploration in 1986. They feel that depressed energy prices
and potential tax reforms will reduce economic incentives for investment in
the domestic oil and gas industry. According to Hughes Tool Co., a producer
of oil-drilling equipment and supplies that gathers information on oil-
drilling rigs worldwide, the number of active rigs in the United States as of -
March 24, 1986, was 45 percent below the level of one year previously. 1/ The
trend in estimated consumption has usually followed the trend in the level of
U.S. oil and gas drilling fairly closely. 1In discussions with the Commission -
staff, industry representatives have indicated that consumption of o0il country
tubular goods is down sharply so far in 1986. The Preston Pipe Report .
predicts that U.S. 1986 consumption of oil country tubular goods will be less
than one-half of the 1985 level. 2/

Shallow wells are generally considered to be those that are 5,000 feet or
less in depth. 3/ Shallow wells are less expensive to develop and they are
much more numerous than deep wells; this is reflected by the shallow average
well depth figure. Information on the depth of 0il and gas wells is collected
by the 0il and Gas Jourmnal. This information shows that the average depth of
the wells drilled in the United States varied slightly during 1983-85, as
shown in the following tabulation:

1/ 0il and Gas Journal, March 31, 1986, p. 107.

2/ Preston Pipe Report, February 15, 1986, p. 1.

3/ Posthearing brief of the petitioners in investigations Nos. 701-TA-215
through 217 (Final), exhibit E, LTV Steel Tubular Division Response, p. 4.




A-11

Average depth 1/

1983~ oo 4,147
1988 e 4,155
1985 e e 4,182

1/ Based on a telephone conversation with a statistician for the 0il and Gas
Journal, Tulsa, OK, March 28, 1986.

U.S. oil drilling and hence, U.S. consumption of oil country tubular
goods, is concentrated in Texas, Louisiana, and Oklahoma. According to Hughes
Tool Co., these three States accounted for 61 percent of total active rigs in
the United States in December 1985, as shown in the following tabulation (in
percent): o

Share of active rigs
nationwide, 1985 1/

34
Louisiana- -~ cmmm e 14
Oklahoma--———-———————-. S 13
Subtotal-- - mmmm 61

5

WYOmMiNg— -~ = e e
California—-----  emmmmm e
New Mexico——-—~mm—mommm
All other-—~—————mmcm e 2

- > &0

1/ 0il and Gas Journal, January 27, 1986, p. 80.

0il country tubular goods are sold by domestic mills most frequently to
distributors (83.5 percent of total sales in 1985), which in. turn sell the
pipes to the end users in the oil drilling industry, or directly to the end
users (15.9 percent of total sales in 1985). Distributors are middlemen that
buy large quantities of o0il country tubular goods, typically at a 6 percent
discount, warehouse the product, and sell smaller quantities to end users.
The distributor buys either unfinished or finished o0il country tubular goods
from the mill and finishes the product, if necessary, before selling it. The
finishing operations performed by distributors include threadlng, upsettlng,
testing, and cutting the material to length

Consideration of Alleged Material Injury to an
Industry in the United States

The 1nformat1on presented in this section of the report was obtained from
responses to questionnaires of the U.S. International Trade Commission-in the
investigations regarding oil country tubular goods from Argentina, Canada, and -
Taiwan (investigations Nos. 701-TA-255 (Final) and 731-TA-275, 276, and 277
(Final)). All known producers of oil country tubular goods in 1985 responded
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to the questionnaire. ***, Some other firms did not complete all sections of
the questionnaire.

Data in this section are for all oil country tubular goods, including
drill pipe, which accounted for less than 0.5 percent of U.S. producers'
shipments in 1985. Should drill pipe be excluded from these data, the trends
in capacity, production, shipments, inventories, employment, and financial
experience would be the same.

In these investigations and in previous investigations on oil country
tubular goods, the domestic. industry has argued that seamless and welded o0il
country tubular goods are one like product. They state that in 98 percent of
the applications, API specifications state that either the seamless or welded .
product is acceptable, the prices of high-quality welded products are the same . .
as the prices of comparable seamless products, and customers make no
distinction between the seamless and welded product. 1In addition, the
industry asserts that U.S. producers of seamless 0il country tubular goods
make significant sales of low-grade 0il country tubular goods, which “compete
in the same market in which low grade welded [imported product] is sold.™ 1/

Counsel for foreign producers in these investigations and in prior
investigations on o0il country tubular goods have argued that the Commission
find that seamless and welded pipes and tubes were distinct like products.

The welded product, they state, is potentially weaker than the seamless
product. In addition, seamless and welded oil country tubular goods are
produced and finished by different processes. As a consequence, according to
counsel for the foreign producers in these and in prior investigations, the
seamless product is used in certain special applications, such as drill pipe,
offshore drilling, and deep wells, whereas welded oil country tubular goods
are used in shallow wells. Another indication that seamless and welded o0il
country tubular goods are two distinct like products, according to counsel, is
the difference in prices--the prices of seamless o0il country tubular goods are
higher than the prices of welded oil country tubular goods. 2/

According to selling price data of oil country tubular goods obtained by
the Commission in its questionnaires, the full-body normalized oil country
tubular goods (a high quality welded product) sold at price levels comparable
to those of seamless oil country tubular goods. Reported selling prices of
the seam annealed welded oil country tubular goods, however, were
significantly less than prices of the seamless or full-body normalized oil
country tubular goods. The reported price data are shown in appendix E and
discussed in the price section of this report.

According to staff discussions with producers, importers, distributors,

1/ Posthearing brief of the petitioners in investigations Nos. 701-TA-215
through 217 (Final), pp. 2-4.

2/ These arguments regarding the distinction between seamless and welded oil
country tubular goods can be found in detail in the posthearing brief of the
Korea Iron & Steel Association, p. 4, the posthearing brief of Confab and
Persico, p. 2, and the posthearing brief of Mannesman, pp. 1-7, in
investigations Nos. 701-TA-215-217 (Final). These distinctions were br1ef1y
reiterated by respondents in testimony at the public conference. See page 31
of the official transcript.
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a processor, and purchasers concerning the comparability of the two forms of
0il country tubular goods, all but the most conservative drillers prefer the
lower cost, seam-annealed welded goods in shallow wells, and the higher
quality and greater strength of seamless and full-body normalized oil country
tubular goods are required only in deep wells and offshore. An official at
*%%x compared seamless and welded products to "apples and oranges" in the
shallow-well Appalachian market, indicating that there is a strong preference
for the seam-annealed welded product because of its lower price. Also, not
all end users consider even the higher quality, full-body normalized welded
tubulars to be comparable to seamless tubulars of the same grade. End users
generally report, however, that welded and seamless products are substitutable
in the majority of applications. In such cases, full-body normalized tubulars
are frequently used interchangeably with seamless tubulars of the same grade.
Also, welded and seamless tubulars are manufactured 'in completely different
facilities and by very different processes. An official at *** estimated that
the cost for his firm of producing seamless oil country tubular goods is %%
than the cost of producing welded seam-annealed oil country tubular goods.

U.S. producers' capacity, production, and capacity utilization

0il country tubular godods are produced in the same facilities as other
standard and line pipes - -and tubes and the downtime required to switch to and
from production of these other pipe and tube products and oil country tubular
goods is considered by the industry to be minimal--often less than an hour.
The capacity reported by U.S. producers, therefore, includes facilities used
not only for oil country tubular goods, but for other pipe and tube products
also. This results in capacity utilization rates for o0il country tubular
goods that appear to be very low because the rates have been computed on the
basis of employing total tubular productive capacity exclusively in the
manufacture of oil country tubular goods; in fact, these facilities can be and
are employed for the production of other tubular products.

U.S. capacity to produce oil country tubular goods fell by 4.1 percent
during 1983-85, from around 5.8 million to 5.5 million tons per year (table
3). In 1981, several firms initiated programs to expand their capacity to
produce oil country tubular goods. Many then either abandoned or delayed
their planned expansions in 1982 and 1983, when their shipments of oil country
tubular goods plummeted and they drastically cut back production. Capacity
fell by 8.2 percent from 1983 to 1984 as several firms shut down tubular
product production facilities. Capacity then rose 4.8 percent from 1984 to
1985. Most of the increase is due to the expansion of productive capacity by
**%, No major closures occurred during the period. As of April 15, 1986, **x*
had permanently shut down their o0il country tubular goods facilities; *%%
reported that they had suspended operations, and several other ptoducers
reported low levels of production. 1/

U.S. production of o0il country tubular goods decreased dramatically from
1982 to 1983. Production increased by 183.5 percent from 1983-84 but remained
17.7 percent below production in 1982. Production then decreased by 12.0
percent from 1984-85, remaining 22.2 percent below 1982 production levels.

1/ Phone survey by the .Commission staff.
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Table 3.--0il country tubular goods: U.S. production, capacity, and capacit
utilization, 1983-85 :

: . ; . f Capacity
Year : Production l/: Capacity : utilization 1/
P 1,000 tons-——~——=—-—- : Percent
1983 - : 590 : . 5,759 : -10.2
1984 - m : 1,673 : 5,288 : 31.6

1985 — e : 1,471 : 5,540 : 26.9

1/ Does not include data on *%*,

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

With the decrease in production, utilization of productive capacity
devoted to the manufacture of oil country tubular goods fell to 10.2 percent
in 1983 and then increased to 31.6 percent as *** ghut down oil country
tubular goods facilities. Capacity utilization declined again from 1984 to
1985 to 26.9 percent. Most U.S. producers reported that their U.S. oil
country tubular goods production facilities were closed for a portion of
1983-85.

U.S. producers' shipments

U.S. producers' shipments of o0il country tubular goods followed the same
trend as production (table 4). Total shipments increased by 94 percent from
1983 to 1984 and then declined by 6 percent from 1984 to 1985. Total
shipments were 82 percent higher in 1985 than in 1983,

Table 4.--0il country tubular goods: U.S. producers' shipments, 1983-85

(In thousands of tons)

Year Intr?company . D?mestlc . E*port . Total
shipments . shipments . shipments .
1983 - : *k%x fatat B 13 : - 814
1984 e : *kk *kX g 13 1,576
1985~ ——mmm e : *kk xRk 24 1,484

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

U.S. producers' inventories

U.S. producers' yearend inventories of o0il country tubular goods were
equivalent to 23 percent of total annual shipments in 1983 (table 5).
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Inventories fell to 17 percent of shipments in 1984 and decreased again to 15
percent in 1985. : .

Table 5.--0il country tubular goods: U.S. producers' 1/ inventories and
shipments, 1983-85

‘ T Total Ratio of
Year N Inventories .° a inventories
. shipments .
I : to shipments
s 1,000 tong—--~——m——=— : Percent
1983- -~ 189 : 814 : 23
1984 e : 270 : : 1,576 : 17

1985- - ——— e : ‘ 228 : 1,484 : 15

1/ Does not include data from *** for 1983,

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

Employment

Firms accounting for an. average of over 96 percent of production and

" shipments from 1983-85 provided information on employment in the production of
oil country tubular goods. The number of workers decreased from 12,897 in
1982 to 3,876 in 1983. Employment then increased by 92.5 percent from 1983 to
1984 and by another 0.5 percent from 1984 to 1985 (table 6). However,
employment in 1985 remained 41.9 percent below the 1982 level. The producers
reported that all of the decrease in employment can be attributed to lack of
orders. Most of these workers belong to the United Steelworkers of America.
Their total compensation decreased by 8.5 percent, from $19.41 per hour in
1983 to $17.77 per hour in 1984. This decrease can be attributed to wage
concessions negotiated between the unions and the employers. Total
compensation then increased to $19.98 per hour in 1985.

Table 6.--Average number of production and related workers engaged in the
manufacture of oil country tubular goods, hours worked by such
workers, wages paid, and total compensation, 1983-85

se
e

. : Number : Hours : Wages : Total
Period : of . : worked : aid : compensation
workers | i P i >omp
: : Thousands : ————-————- Per hour----——---—
1983~ m e - 3,876 : 7,212 : $12.80 : $19.41
1984~ : 7,462 : 14,576 : 13.07 : 17.77

1985- - ——————————— : 7,498 : 13,768 :  14.07 : 19.98

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Financial experience of U.S. producers i ? -

Twelve firms supplied usable income-and-loss data concerning their
overall establishment operations and their operations producing oil country
tubular goods during 1982-85. These 12 firms accounted for 88 percent of all
U.S. shipments of oil country tubular goods in 1985. 1In the aggregate, the
reporting firms were profitable in 1982, both in their overall operations and
in their operations producing oil country tubular goods. In 1983, operating
losses occurred for both the overall establishments and in the production of
0oil country tubular goods, and these losses continued in 1984 and 1985.

Overall establishment operations.--Net sales of all products produced in
the establishments within which o0il country tubular goods are produced dropped
from $3.5 billion to $1.8 billion, or by 50.4 percent, from 1982 to 1983
(table 7). Net sales rose 58.7 percent to $2.8 billion in 1984, then fell to
$2.7 billion in 1985. The 12 reporting firms earned an operating income of
$240.4 million, or 6.8 percent of net sales, in 1982. . Operating losses
totaled $439.3 million in 1983, $213.3 million in 1984, and $219.5 million in
1985. The operating loss margins were 25.1 percent in 1983, 7.7 percent in
1984, and 8.2 percent in 1985. Six firms reported operating losses in 1982,
10 firms suffered such losses in 1983, 7 firms did so in 1984, and 6 firms
reported losses in 1985.

Table 7.--Income-and-loss experience of U.S. producers 1/ on the overal}
operations of their establishments within which oil country
tubular goods are produced, accounting years 1982-85

s

.
.

Item ‘ 1982 © 1983 - 1984 © 1985 2/

Net sales-------1,000 dollars--: 3,535,234 : 1,752,585 : 2,782,021 : 2,666,737
Cost of goods sold—----—---do--: 3,141,760 : 2,078,537 : 2,892,557 : 2,789,307
Gross profit or (loss)----- do--: 393,474 : (325,952): (110,536): (122,570)
General, selling, and admin- : : . : ' - .
istrative expenses----—-- do--: 153,054 : 113,353 : 102,828 : - 96,972
Operating income or (loss)-do--: 240,420 : (439,305): (213,364): (219,542)
Depreciation and amorti- : : : :
zation expense-—————————— do—-: 85,267 : 117,915 123,111 : 132,967
As a share of net sales: : : : 3
Cost of goods sold--percent—-: 88.9 : 118.6 : 104.0 : 104.6
Gross profit or (loss)---do--: 11.1 : (18.6): (4.0): (4.6)
General, selling, and ad- : : : :
ministrative expenses--do--: 4.3 : 6.5 : 3.7 : 3.6
Operating income or (loss) : : :
----------------------- do--: 6.8 : (25.1): (1. (8.2)
Number of firms reporting : : : iE '
operating losses——-———-——————o : T 6 10 : 7 : 6

1/ These firms are ¥Xx,
2/ *xx,

Source: Compiled from data submitted in'reéponselto questionnaires of the’
U.S. International Trade Commission. .
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Operations on oil country tubular goods.--The income-and-loss experience
of the 12 U.S. producers on their operations producing oil country tubular
goods is presented in table 8. Net sales plunged from $2.0 billion in 1982 to
$365 million in 1983, or by 81.7 percent. Net sales rose 165.6 percent to
$970 million in 1984; however, the sales value remained approximately one-half
that of 1982. Net sales totaled $968 million in 1985. In 1982, the 12
reporting producers earned an operating income of $342.1 million, or 17.2
percent of net sales. Operating losses totaled $194.1 million in 1983,
$144.4 million in 1984, and $110.7 million in 1985. The operating loss
margins were 53.1 percent in 1983, 14.9 percent in 1984, and 11.4 percent in
1985. Four of the twelve firms reported operating losses for 1982, 10 firms
sustained operating losses in 1983, and 7 firms did so in both 1984 and 1985.

Table 8.--Income-and-loss experience of U.S. producers 1/ on their operations
producing o0il country tubular goods, accounting years 1982-85

Item T 1982 "0 1983 1984 1985 2/
Net sales—~—-——- 1,000 dollars--: 1,994,989 : 365,210 : 970,165 : 968,495
Cost of goods sold---—~~—-o do--: 1,558,633 : 505,954 : 1,057,386 : 1,035,975
Gross profit or (loss)---—- do--: 436,356 : (140,744): (87,221): .(67,480)
General, selling, and admin- ; : _ : oo E
istrative expenses----——-- do--: 94,276 : 53,330 : 57,201 : 43,233
Operating income or (loss)-do--: 342,080 : (194,074): (144,422): (110,713)
Depreciation and amorti- : : : : :
zation expense-—-————————- do--: 36,440 : 32,068 : . 57,287 : 57,474
As a share of net sales: : : : :
Cost of goods sold--percent--: 78.1 : . 138.5 : 109.0 :. °~ 107.0
Gross profit or (loss)---do--: 21.9 : (38.5): (9.0): (7.0)
General, selling, and ad- : , : : : :
ministrative expenses--do--: 4,7 :. 14.6 5.9 : 4.4
Operating income or (loss) : : : . :
——————————————————————— do-—-: 17.2 : (53.1): (14.9): - (11.4)
Number of firms reporting : : ' oo .
operating losses——-——+——mmmmu s 4 10 : 7 : 7

1/ These firms are ***,
2/ *kx,

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

Capital expenditures.--Seven firms supplied data concerning their capital
expenditures on oil country tubular goods during the reporting period. In
1982, following a year of record sales, several U.S. companies completed
expansion programs that increased their capacity to produce oil country .
tubular goods. These expenditures dropped to $3.1 million in 1983, increased
to $4.8 million in 1984, and fell again in 1985 to $1.9 million (table 9).
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Table 9.--0il country tubular goods: U.S. producers' capital expenditures,
1983-85

(In thousands of dollars)

Item : 1983 : 11984 : 1985
Land and land improvements---———---—- : 1 : 0 : 75
Buildings and leasehold : : :
improvements—--———c et 195 : 68 : 160
Machinery, equipment, and :, : :
fixtures—-——————— : 2,922 : 4,705 1,655

(0] 1) : 3,118 4,773 1,890

-

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

Investment in productive facilities.---Six firms supplied data concerning
their investment in productive facilities employed in the production of oil
country tubular goods. As shown in table 10, their aggregate investment in
facilities employed in the production of oil country tubular goods, valued at
cost, rose from $139.1 million as of the end of 1983 to $154.2 million as of’
the end of 1985. The book value of such assets was $74.1 million as of
yearend 1983, $78.1 million as of yearend 1984, and $74.3 million as of
yearend 1985.

The following companies reported nonrecurring charges to their operations:

x * * * X X X

*%* did not make adjustments but they listed *** in projects that have
been deferred because of conditions in the o0il country tubular goods industry.

Table 10.--0il country tubular goods: U.S. producers' end-of-period valuation
of fixed assets, 1983-85

(In thousands of dollars)

. .

Item ; 1983 ; 1984 ) 1985
Original cost----~—-——--o e e - : 139,121 : 151,472 : 154,216

Book value-———~—-—— e : 74,096 : 78,119 : 74,253

.
-

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

Research and development expenses.--Three firms supplied data concerning
their research and development expenses incurred in the production of oil
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country tubular goods. Such expenditﬁres declined annually from *X** 1983 to
*%x% 1984 to *** 1985, as shown in the following tabulation (in thousands of
dollars): t o

*x * * X . X X *

The Question of the Threat of Material Injury

In its examination of the question of threat of material injury to an
industry in the United States, the Commission may take into consideration,
among other relevant factors, increases of inventories of the subject
merchandise in the United States, any increases in productive capacity or
existing unused capacity in the exporting country likely to result in an
increase in exports of the subject merchandise to the United States, any rapid
increase in imports of the subject merchandise into the United States, an
increase in U.S. market penetration, any substantial increase in inventories
of the merchandise in the exporting country, and the potential for product
shifting if production facilities owned or controlled by the foreign
manufacturers, which can be used to produce products subject to investigation
under section 701 or section 731, or to final orders under section 706 or
section 736, are also used to produce the merchandise under investigation.

Information on the market penetration of the subject products is

presented in the market penetration section of this report. Information on
the other factors listed above is discussed in this section of the report.

U.S. importers' inventories

U.S. importers of o0il country tubular goods from Israel reported **¥, and
inventories of 678 tons for yearend 1985. These inventories represented 2.5
percent of importers' 1985 shipments of Israeli o0il country tubular goods.
Information concerning inventories held by importers of oil country tubular
goods from Israel is presented in table 11.

Table 11.--0il country'tubular goods: Importers' end-of-period inventories and
shipments of the product imported from Israel, 1983-85

Item B ‘ 1983 0 1984 . 1985
Inventories—-——~--———— tons--: adat I et 678
Shipments-—we——scmmmmm e ~-tons--: *XKX *xx ; 27,258
Ratio of inventories to shipments---percent--: Lol t I Lt 2.5

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The foreign industry and its capacity to generate exports

Petitioners ‘and respondents agree that METCO is the only producer of oil
country tubular goods in Israel and is responsible for all exports of the
subject material to the United States. According to the 0il and Gas Journal,
there were no active drilling rigs in Israel in 1985. 1/ A spokesman for
Solcoor, Inc., a U.S. subsidiary of METCO, asserted that the Israeli producer
has no plans to increase its capacity. He added that METCO exports all of its
0il country tubular goods production to the United States; however, this is
only a small quantity of its total production. METCO produces other tubular
products for the Israeli market, and demand for these products is not expected
to decline. 2/ Information on the Israeli oil country tubular goods industry
is presented in table 12. ' '

Table 12.--0il country tubular godds:_ Production and trade daté for METCO,

1983-85
Item - ‘ 1983 ° 1984 ° 1985
Capacity—~— - tons—- ——- : XKX *AK *kK
Production-—---———m do-——-- : xxk *rk fadatad
Capacity utilization------—----- percent--——-: kXX g *Xk Kkk
Domestic shipments:-——-—cm—eme—euo tons~~--- : xxk ¢ fata T B faladed
Exports to the United States-—-—--——- do————- - fatat kX o fateted

. 3
-

Source: Compiled from data submitted by counsel for METCO.

Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and the
Allegedly Subsidized and LTFV Imports

U.S. imports

During 1983-85, o0il country tubular goods, both those meeting and those
not meeting API specifications, frequently entered the United States under the
same TSUS items as tubular goods not under investigation. The Department of
Commerce has compiled a concordance of the TSUS items for several broad
categories of steel pipes and tubes. This concordance was based on an
analysis in 1984 of information contained in Special Steel Summary Invoices
(SSSI's), special customs documents completed for all imports of steel
products. One of the pipe and tube categories in the concordance is oil
country tubular goods. For each TSUS item, the concordance is used to
allocate the quantity that is oil country tubular goods and the quantity that
is other types of steel pipes and tubes. The official import data presented
in this report are compiled from statistics of the U.S. Department of Commerce
utilizing this concordance.

1/ 0il and Gas Journal, March 31, 1986, p. 107.
2/ Testimony at the public conference and *** study. See pages 29-30 of the
official transcript.
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~ U.S. imports of oil country tubular goods from all countries decreased
from 2.5 million short tons in 1982 to 661,000 short tons in 1983, or by 74
percent. Imports then increased to 2.3 million short-tons in 1984, or by 249
percent, and fell by 33 percent, to 1.5 million tons, in 1985 (table 13).

Table 13. —-011 country tubular goods: U.S. imports for consumption, from
selected sources, 1983-85

Source 1983 ° 1984 - 1985

Quantity (1,000 tons)

.
.

Israel— - : 1/ : ' 4 26

Japan—— - e : 267 662 571
Korea———————— e : 49 286 183
Canada———————— : 29. 172 173
g ) S : . 140 295 : 126
West Germany-——————————— oo N 51 : 336 122
Argentina—- ———— - : 16 24 26
Taiwan——— e 1 14 : 9
All other———— e : 108 : 512 : 303

Total-—m e e : 661 : 2,307 :. 1,540

Value (million'dollarsf

Israel————me e e I 2/ : 1 10
JaPaAN -~ e e . 156 : 387 390
KOT @@~ = = e e e : 16 : 109 : 72
Canada-—————————c : 22 108 99
Ttaly—————cmmmm e m e - 86 126 : 76
West Germany—--———m——— = e : 26 : . 160 -: 69
Argentina—-————— = : 8 : 12 13
Taiwan——-——= = e : 1 : 5 3
All other-~-———————— ey 56 218 : 148

PO L m o m e S 371 : 1,126 : - 881

1/ Less than 500 short tons.
2/ Less than $500,000.

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

The principal sources of the 1985 imports were Japan, the Republic of
Korea (Korea), Canada, Italy, and the Federal Republic of Germany (West
Germany), as shown in the following tabulation (in percent):
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According to the official statistics, imports of o0il country tubular
goods from Israel increased from 13 tons in 1983 to 4,000 tons in 1984 and to
26,000 tons in 1985. As a share of total imports, those from Israel increased
from less than 0.05 percent in 1983 to 0.2 percent in 1984 and then to 1.7
percent in 1985. Over 99 percent of the imports from Israel entered through
the port of Houston, TX.

Voluntary restraint agreements

On January 11, 1985, the Office of the United States Trade Representative
announced an agreement with the European Community (EC) on imports of steel
pipes and tubes. The agreement, effective from January 1, 1985, through.
December 31, 1986, was designed to reduce the EC's share of the U.S. pipe and
tube market from 14.6 percent held during January-October 1984 to 7.6 percent
in 1985 and 1986. 1In 1985, imports from the EC, excluding Spain and Portugal,
accounted for 11.0 percent of U.S. apparent consumption of o0il country tubular.
goods. Since the announcement of the agreement with the EC, voluntary
restraint agreements (VRA's) have been signed with Australia, Austria, Brazil,
Czechoslovakia, East Germany, Finland, Hungary, Japan, Korea, Mexico, Poland,
Portugal, Romania, South Africa, Spain, Venezuela, and Yugoslavia.

Market penetration by the allegedly subsidized and LTFV imports

The share of the market for oil country tubular goods supplied by imports
from all sources increased from 47.0 percent in 1983 to 59.5 percent in 1984,
and then declined to 54.1 percent in 1985 (table 14). The share of the U.S.
market supplied by o0il country tubular goods from Israel increased from less
than 0.05 percent in 1983 to 0.1 percent in 1983 and to 0.9 percent in 1985.
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Tableé 14.-- 0il country tubular goods: Shares of U.S. consumption supplied by
Israel, all other countries, and U.S. producers, 1983-85

1983 . 1984 - 1985

o |e

U.S. consumption---—--—-ce—w- 1,000 tons--: 1,462 3,870 : 2,999
Share of U.S. consumption supplied by: : :
Israel-—--r—cmm percent--: 1/ : .1 .9
Argentina- - - do—---: 1.1 : .6 .9
Canada--—--—=~—sm e e do——--: 2.1 : 4.4 6.1
Taiwan-——-————— = e do----: .1 .4 3
Subtotal--———om do----: 3.3 5.5 8.2
All other---——————— do--—-: 43.7 54.0 45.9
U.S. producers-——--——————eomme—— do——--: 53.0 40.5 : 45.9
Total-mm e do———- 100.0 100.0 100.0

- 1/ Less than 0.05 percent.

Source: Consumption figures compiled from data submitted in response to
questionnaires of the U.S. International Trade Commission. Official
statistics of the U.S. Department of Commerce used to compute market shares.

Prices

U.S. producers of oil country tubular goods generally quote their prices
on an f.o.b. mill basis, with some publishing price lists. -U.S. producers
often equalize freight with the domestic mill nearest to the specific
customer. 1/ *%X, The price of a given oil country tubular goods product
depends on several factors including such physical characteristics as wall
thickness, outside diameter, method of production, 2/ grade of steel, and the
extent and type of end finishing. 3/ :

Price data from U.S. producers were available from the ongoing Commission
investigations on 0il country tubular goods from Argentina, Canada, and
Taiwan. The importers of Israeli oil country tubular goods were requested to
provide their net selling prices for the following three representative size
categories of o0il country tubular goods:

1/ In the practice of freight equalization, a U.S. producer supplying a
customer located closer to a competing producer will absorb any differences in
freight. The more distant producer charges the customer's account for freight
costs as if the product were shipped from the closer producer.

2/ The major methods of production are welded -and seamless. Within the
welded category there are two major types of welding processes--ERW-seam
annealed (ERW-annealed) and ERW full-body normalized (ERW-normalized).

3/ 0il country tubular goods are sold with either unfinished ends (plain
ends-P/E) or finished ends (threaded and coupled-T&C). Finished ends, which
can be either upset or nonupset, are threaded with any of a variety of thread
configurations (different thread shapes and lengths) and then coupled.
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API oil field casing, 4-1/2 inch outside diameter by 10.23 pounds
per foot for P/E and 10.5 pounds per foot for T&C, seamless and
welded; . .

API o0il field casing, 5-1/2 inch outside diameter by 16 .87 pounds
per foot for P/E and 17 pounds per foot for T&C, seamless and welded;

API oil field tubing, 2-3/8 inch outside diameter by 4.43 pounds
per foot for P/E and 4.7 pounds for T&C, external upset end,
seamless and welded.

Price data were available from 9 U.S. producers accounting for 84 percent
of U.S. shipments in 1985. The weighted-average net selling prices and
quantities based on price data reported by U.S. producers are shown by product
categories in appendix tables E-1 through E-3. Three importers, accounting
for 90 percent of imports of Israeli oil country tubular goods in 1985,
provided price data for two of the products for some quarters in 1985.

Transportation costs are generally not considered to be a significant
factor for purchasers. Domestic delivery costs as a percentage of the
delivered selling price, reported by eight domestic producers of 0il country
tubular goods, were generally less than 10 percent and averaged 4.75 percent.
Accordingly, U.S. producers' and importers' net f.o.b., or ex-dock, selling
prices are used for comparing levels of domestic producers' and importers'
prices from the purchasers' viewpoint.

The method of production, ERW-annealed, ERW-normalized, or seamless, has
a significant effect on price. Pricing data for oil country tubular goods
reported by these production methods show that ERW-annealed products were the
lowest in price, ERW-normalized products were significantly higher in price,
and seamless products were generally somewhat higher in price than the
ERW-normalized products. All imports of Israeli o0il country tubular goods
were ERW-annealed, grade J55. **xx, 6 1/

Price trends.--Based on the f.o.b. selling prices reported by U.S.
producers, nearly complete quarterly series were derived for 11 domestic oil
country tubular categories for sales to distributors. 2/ Prices generally
fluctuated but fell *** from January-March 1983 through October-December 1985
for 8 of the categories. The reported prices for three of the domestic oil
country tubular good categories, however, increased over the same period **x,

During January-March 1983 to October-December 1985, domestic producers’
prices of the subject products showed no consistent trends. In two of the
three categories for which prices increased from the January-March 1983 price,
the price series peaked and then declined. The peaks for these two price
series (4-1/2 inch casing, seam-annealed and threaded and coupled; and 5-1/2
inch casing, full-body normalized and threaded and coupled) occurred in
July-September 1984. Similarly, the two price series for 4-1/2 inch.
ERW-annealed casing peaked in July-September of 1984, although marking a

1/ Based on importers' questionnaire responses.

2/ Because import prices were available for such a limited time period,
January-September 1985, no trends in the Israeli oil country tubular goods
price series could be discerned.
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decline over the series during January-March 1983 to October-December 1985.
Other product categories fluctuated while generally declining over this period.

With respect to changes in magnitude, the greatest fluctuations in price
occurred for the full-body normalized and seamless categories. The greatest
percentage price increase, **%, occurred for 5-1/2 inch casing (full-body
normalized and threaded and coupled). Similarly, the greatest percentage
price decrease, *x%, occurred for 4-1/2 inch casing (seamless and threaded and
coupled).

In contrast, seam-annealed casing and tubing showed the smallest
percentage price changes. These changes stayed within a range of *xx percent
for both price increases and decreases.

Price comparisons.--The reported selling price data resulted in four
direct quarterly price comparisons between domestic and imported oil country
tubular goods from Israel, sold to distributors during **%*, Three of the four
comparisons were for ERW-seam annealed, 4-1/2 inch oil field casing (table
15). The imported casing was sold at prices which were less than the

Table 15.--API oil field casing: U.S. producers' and importer's weighted-
average net selling prices to service centers/distributors for 4-1/2
inch outside diameter oil field casing, 1/ by quarters, January 1983—
December 1985 :

Israeli product.

October-December—-~—————~~-ceee— : 420.19 : 2/

U.S. : .
Period : product : : Margin of
: . : . : -underselling
. price . Price L .
. S .- Amount | Percent
: Per ton

1983: P B : P :
January-Macrch—---- e : 433.70 S 2 HE -
April-June—————— : 408.00 2/ : -
July-September——————— e T 412.74° . 2/ - -
October-December——--- e : 416.33 : 2/ : =

1984: : - o : : L
January-March-————e e e ¢ 433.16 : 2/ : -
April-June-——————— e : 466.11 2/ -
July-September-~—-———--—eeee : 465.05 : . 2/ : -
October-December—-————c—eceew-- : 462.25 : 2/ -

1985: : SR B : : :
January-February—--———-—————e--=: 440.65 : xXkk  ; xkk . Kkk
April-June--——————c—mm T 448.65 ;.  Xkx XXX kK-
July-September--———————cm oo T 424,74 falot B KKk g #**

..

1/ 0il field casing, 4-1/2 inch outside d1ameter, ERW-seam annealed, grade
J55, plain end. ..
2/ Not available.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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weighted-average net selling price of U.S. producers in all three quarters.
Margins of underselling were between *** percent of the U.S. product price.
Data for imported and U.S.-produced 2-3/8 inch oil field tubing gave the
remaining price comparison. The reported *** price of *** per ton of Israeli
ERW-annealed, plain-end tubing was *** than the U.S. product price of **x in
the same quarter. %%,

Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
during January 1983-December 1985, the nominal value of the Israeli shekel
depreciated relative to the U.S. dollar in every quarter except one, or by an
overall 97.52 percent (table 16). Because the level of inflation in Israel
was vastly higher than that in the United States over the 1l2-quarter period,
the real value of the Israeli currency depreciated by 12.9 percent relative to
the U.S. dollar--significantly less than the apparent depre01at1on of 97.52
percent represented by the nominal exchange rate. . ;

Lost sales/lost revenues

The Commission received lost sales/lost revenues allegations from only
one domestic producer. Petitioners indicated that lost sales information is
very difficult to obtain because their customers do not inform them when they
buy pipe from foreign producers, and, in fact, often do not know the origin of
the pipe, except that it may be imported. '

**%x reported one instance in which it had allegedly lost a sale to
imported o0il country tubular goods from Israel. The alleged sale to **x,
involved ***x, The sale was allegedly lost to **X quotation of XXk 6 %Xk ]ower
than XX% offer of *%X%, %X then allegedly lowered its price on an additional
sale to *** in order to meet the price being quoted for the Israeli oil

country tubular goods Lost revenues from the alleged price reduction were
KKK | ‘

*%*x  purchasing agent for ***, stated that he could not locate the
appropriate documents in connection with the alleged sales and did not recall
whether or not the sale in fact occurred. *** noted that *** purchases large
volumes of oil country tubular goods ***, primarily on the basis of price. He
stated that his firm had purchased Israeli oil country tubular goods from
several vendors during 1985. He added that the METCO product first entered
the market in 1985 and was being quoted at noticeably low prices. He further
stated that his firm has not been using the METCO product long enough to
comment on its quality.
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Table 16.--U.S.-Israeli exchange rates: 1/ Nominal-exchange-rate equivalents
of the Israeli shekel in U.S. dollars, real-exchange-rate equivalents,

and producer price indicators in the United States and Israel, 2/ indexed

by quarters, January 1983-December 1985

: U.S.
Period : Producer

Israeli
Producer

Price Index :

Nominal-
exchange- :
rate index :

Real-
exchange-

rate index 3/

: Price Index

1983: : :
January-March--—-~-- : 100.0 :
April-June--—-———-u- : 100.3 :
July-September--—---- : 101.3 :
October-December----: 101.8 :

1984: :
January-March--—--~-—- : 102.0 :
April-June----———-—-- : 103.6 :
July-September-—---- : 103.3 :
October-December-—---: 103.0 :

1985: :
January-March--~—-~- : 102.9 :
April-June---——————- : 103.0 :
July-September—----- : 102.2
October-December----: 102.9 :

. .
- .

100.
121.
151.
234.

346.
507.
804.
1,358,

0 wWunN

1,724.
2,343,
3,363.
3,614.

& 00 Lo

~N O b

100.
.56

84

66 .

41

28.
.08 :
.79 ¢
.81 :

19

NN WD

00 :

13 :

.10

10 :

.01
.62 :
.47
.48

.
.

100.
102.
99,
94.

95,
93.
91.
89.

83.
82.
81.
87.

[--BRY-JNV ¥ -3 = WnoO

H N WY

1/ Exchange rates expressed in U.S. dollars per Israeli shekel.
2/ Producer price indicators--intended to measure final product prices--are
based on average quarterly indexes presented in line 63 of the International

Financial Statistics.

3/ The real value of a currency is the nominal value adjusted for the
difference between inflation rates as measured here by the Producer Price
Producer prices in the United States
increased 2.9 percent during the period January 1983 through December 1985
compared to a 3,514.7-percent increase in Israel during the same period.

Index in the United States and Israel.

Source: Inte;national Monetary Fund, International Financial Statistics,

March 1986.

Note.--January-March 1983=100.0.
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APPENDIX A

THE FEDERAL REGISTER NOTICES



A-30

9540 Federal Register / Vol. 51, No. 53 / Wednesday, March 19, 1986 / Notices

{investigations Nos. 701-TA-271 and 731~
TA-318 (Preliminary))

Import Investigations; Oil Country
Tubular Goods From israel

AGENCY: United States International -
Trade Commission.
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ACTION: Institution of preliminary
countervailing duty and antidumping
investigations and scheduling of a
conference to be held in connection with
the investigations.

SUMMARY: The Commission hereby gives
notice of the institution of preliminary
countervailing duty investigation No.
701-TA-271 (Preliminary) under section
703(a} of the Tarifl Act of 1930 (19 U.S.C.
1671b(a)) of a preliminary antidumping
investigation No. 731-TA-318
{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 imports from Israel of oil
country tubular goods,? provided for in
items 810.32, 610,37, 610.39, 610.40,
610.42, 610.43, 601.49, and 610.52 of the
Tariff Schedules of the United States,
which are alleged to be subsidized by
the Government of Israel and which are
alleged to be sold in the United States at
less than fair value. As provided in
sections 703{a) and 733(a), the
Commission must complete preliminary
countervailing duty and antidumping.
investigations in 45 days, or in this case
by April 28, 1986.

For further information concerning the
conduct of these investigations and rules
of general application, consult the
Commission's Rules of Practice and
Procedure, part 207, subparts A and B
(19 CFR Part 207), and part 201, subparts
A through E (19 CFR Part 201).
EFFECTIVE DATE: March 12, 1986. )
FOR FURTHER INFORMATION CONTACT:
Rebecca Woodings (202-523-0282),
Office of Investigations, U.S.
International Trade Commission, 701 E
Street NW,, Washington, DC 20438.
Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission’s TDD terminal on 202-724-
0002. . :
SUPPLEMENTARY INFORMATION:

Background.—These investigations
are being instituted in response to a
petition filed on March 12, 1986 by the
Lone Star Steel Company, Dallas, TX ~
and CF&I Steel Corporation, Pueblo, CO.

Participation in the investigations.—
Persons wishing to participate in these

! For purpases of these investigations, “oil
country tubular goods™ includes drill pipe. casing,
and tubing for drilling oil and gas wells, of carbon
or alloy steel, whether such articles are welded or
seamless, whether finished or unfinished, and
whether or not meeting American Petroleum
Inslitute (API) apecifications.

investigations as parties must file an
entry of appearance with the Secretary
of the Commission, as provided in
§ 201.11 of the Commission’s rules (19
CFR 201.11), not later than seven (7}
days after publication of this notice in
the Federal Register. Any entry of
appearance filed after this date will be
referred to the Chairwoman, who will
determine whether to accep! the late .
entry for good cause shown by the
person desiring the file the entry.
Service list.—Pursuant to § 202.11(d)
of the Commission’s rules (19 CFR
201.11(d)), the Secretary will prepare a
service list containing the names and-
addresses of all persons, or their
representatives, who are parties to these

investigations upon the expiration of the

period for filing entries of appearance.
In accordance with §§ 201.18(c) and

- 207.3 of the rules (18 CFR 201.16(c) and

207.8), each document filed by a party to
the investigations must be served an all
other parties to the investigations (as
identified by the service list), and a
certificate of service must accompany
the document. The Secretary will not
accept a document for filing without a
certificate of service.

Conference.—The Director of
Operations of the Commission has
scheduled a conference in connection
with these investigations for 9:30 a.m. on
April 7, 1986 at the U.S. International
Trade Commission Building, 701 E Street
NW., Washington, DC. Parties wishing
to participate in the conference should
contact Rebecca Woodings (202-523-
0282) not later than April 2, 1986 to
arrange for their appearance. Parties in
support of the imposition of
countervailing and antidumping duties
in these investigations and parties in
opposition to the imposition of such
duties will each be collectively allocated
one hour within which to make an oral
presentation at the conference.

Weritten swbmissions.—~Any person
may submit to the Commission on or
before April 9, 1988, a written statement
of informaiton pertinent to the subject of
the investigations, as provided in
section 207.15 of the Commission’s rules
(10 CR 207.15). A signed original and
fourteen (14) copies of each submission
must be filed with the Secretary to the
Commission in accordance with § 201.8
of the rules (19 CFR 201.8). All written

. submissions except for confidential
business data will be available for

public inspection during regular .
business hours (8:45 a.m. to 5:15 p.m.) in
the Office of the Secretary 1o the -.
Commission. )

Any business information for which
confidential treatment is desired must
by submitted separately. The envelope
and all pages of such submissions must

be clearly labeled "Confidential
Business Information.” Confidentiul
submissions and requests for
confidential treatment must conform
with the requirements of § 201.6 of the
Commission's rules {19 CFR 201.6).

Authority: These investigation are being
conducted under authority of the Tariff Act uf
1930, title VL. This notice is published ’
pursuant to § 207.12 of the Commission’s
rules (19 CFR 207.12).

By order of the Commission.

Issued: March 14, 1986.
Kenneth R. Mason,
Secretary.
{FR Duc. 66-6015 Filed 3-18-86: 8.45 w1
BILLING CODE 7020-02-8
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DEPARTMENT OF COMMERCE

International Trpde Administration

|A-508-602}

Oil Country Tubular Goods From
tsrael; Initiation of Amldumplng Duty
Investigation

AGENCY: Inernalional Trade
Administration, Import Admuuahduun.
Department of Commerce.

ACTION: Notice.

SUMMARY: On the basis of a petition
filed in proper form with the United
States Departinent of Commmerce, we are
iniliuting an antidumping duty
investigation to determine whether oil
country tubular goods (OCTG) from
Israel are being, or are likely to e, sold
- in the United Slules ot less than [air
vialue. We are notifyiny the United
- States at less than fair value. We are
notifying the United States Inlernational
Trade Commission (ITC) of this action
so that it may determine whether
imports of this product are causing
material injury, or threaten material -
injury, to a United States industry. If this
.investigation proceeds normally, the ITC
will make its preliminary determination
on or before April 28, 1988, and we will
mauke ours on or before August 16, 1886.

EFFECTIVE DATE: April 8, 1886.

FOR FURTHER INFORMATION CONTACT:

Charles Wilson, Office of Investigations,’

Import Administration, International
Trade Administration, U.S Department
of Commerce, 14th Street and. .
Constitution Avenue NW.,, Washington,
DC 20230; telephane: (202) 377-5268.
SUPPLEMENTARY INFORMATION:

: L

The Petition

On March 12, 18986, we received a
petition in proper form filed by Lone
Steel Company and CF&l Steel Corp., in
compliance with filing requirements of
§ 353.38 of the Commerce Regulations

(18 CFR 853.36). The petition alleged that
imports of the subject merchandise from

Israel are being, or are likely to be, sold
in the United States at less than fair
value within the meaning of section 731
of the Tariff Act of 1930, as amended

. {the Act), and that these in:ports are

causing material injury to a United
States industry. Critical-circumstances
have also been alleged under secuon
733(e) of the Act.

Initlation of Investigation

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

" petition is filed, whetl.er it sets forth the

allegations necessary for the initiation
of an antidumping duty invesligation .
and, further, whether it containg
information reasonably available 10 the
petitioner supparting the allegations.
We examined the petition on OCTG
from Israel and have found that it meets

the requirements of section 732(b) of the -

Act. Therefore, in accordance with

-segtion 732 of the Act, we are initiating

an antidumping duty investigation to
determine whether oil country tubular
goods are being, or are likely to be, sold
in the United States at less lhan fair
value.

Scope of Investigation

The products covered by this
mvwhgalion are “0il country tubular
goods”, which are hollow steel products

of cnrcular cross-section intended for use

in the drilling for oil or gas. These
products include oil well casing, tubing,
and drill pipe of carbon or alloy steel,
whether welded or geamless,
manufactured to either American
Petroleum Institute (AP]) or non-APl
(such as proprietary) specifications us
currently proyided for in the Tariff
Schedules of the United Stales,
Annotated (TSUSA) under uem
numbers:

610.3216, 610.3219, 610.3233, 610.3234,
610.3242, 810.3243, 610.3249, 610.3252,
610.3254, 610.3256, 610.3258, 610.3282,
610.3264, 610.3721, 810.3722, 610.3751,
610.3925, 810.3935, 610.4025, 610.4035,

610.4210, 610.4220, 610.4230, 610.4240,
610.4310, 610.4320, 610.4335, 610.4942,
610.4944, 610.4846, 610.4954, 610.4955,
610.4858, 610.4857, 610.49608, 610.4967,
610.4988, 810.4969, 610.4970, 610.5221,
610.5222, 610.5226, 610.5234, 610.5240,
610.5242, 610.5243, 610.5244

This investigation includes oil country
tubular goods that are in both finished
and unfinished condition.

In prior cases, the ITC has ruled that
drill pipe is u separate “like product”
from other types of OCTG. As neither of
the petitioners manufaclure, produce, or
wholesale drill pipe, they would not be
“interested parties” with respect to drill
pipe, within the meaning of sectiun
771(9){C) of the Act, if the ITC continued
to abide by this ruling. Therefore, they
would not have etanding to file a
petition regarding drill pipe under
section 732(b). If, in its preliminary
‘determination, the ITC continues to hold
that drill pipe is a separate “like
product” from other forms of OCTG, we
will not investigate sales of drill pipe in
this investigation. If, however, the ITC
reverses its position and determines that
drill pipe is the same like product as
other forms of OCTG, then drill pipe will
be included in this investigation.

United Stales Price and Forelgn Market
Value l

Petitioners were unable to obtain
price information for U.S. sales.
Consequently, they calculated United
States price based on the Customa value
for OCTG imported from Israel during
the period from July through December
1985. Petitioners made no adjustment for
foreign inland freight.

Petitioners were unable to provide
information on foreign sales or costs. As
provided in 19 CFR 353.36(a)(7),
petitioners based foreign market value
on Lone Star Steel Company's
production costs adjusted for cosl
differences in certain production inputs
in Israel. They included selling, general,
and administrative and interest charges
based on Lone Star's experience plus
eight percent profit.

Based on the comparison of the
United Stales price and the constructed
foreign market value, petitioners allege
dumping margins ranging from 172.1 to
304.1 percent.

Notification of ITC

Section 732(d) of the Act requircs us
to notify the ITC of this action and to
provide it with the information we used
to arrive at this determinalion. We will
notify the ITC and make available to it
all nonprivileged and nonconfidential
information. We will also allow the ITC
access to all privileged and confidential
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information in our files, provided it
confirms that it will not disclose such
information either publicly or under an
adniinistrative protective order without
the written consent of the Deputy
Assistant Secretary for Import
Administration.

Preliminary Determination by ITC

The ITC will determine by April 24,
1986, whether there is a reasonable
indication that imports of OCTG from
Israel are causing material injury, or
threaten material injury, to a United
States industry. If its determination is
negative, the investigation will
terminate; otherwise, it will proceed .
according to the statutory procedures.

Gilbert B. Kaplan, ’ .
Deputy Assistanl Secretary for lh:porl
Administration.

April 1, 1988,

{FR Doc. 88-7733 Filed 4-7-86; 8:45 um)
BILLING CODE 3510-08-M

3



Federal Register / Vol. 51, N

A-34

0. 67 / Tuesday, Apiil 8, 1986 / Notices

11965

(C-508-601}

Initiation of Countervailing Duty
Investigation; Oil Country Tubular
Goods from Israel

AGENCY: Import Administration,
International Trade Admlnlslrduon.
Commerce.

ACTION; Notice.

SUMMARY: On the basis of a petition
filed in proper form with the U.S.
Department of Commerce, we are
Initiating a countervailing duty
investigation to determine whether
manufacturers, producers, or exporlers
in Israel of oil country tubular goods
(OCTG). as described in the “Scope of
lnvestngauon section of this notice,
ri:ceive benefits which constitute
subsidies within the meaning of the
countervailing duty law. We are
nutifying the U.S. International Trade
Commission (ITC) of this action, so that
it mey determine whether imports of the
su:bject merchandise from Israel
muaterially injure, or threalen material
injury to, a U.S. industry. The petition
also alleges that “critical
circumstances” exist within the meaning
of section 703(e)(1) of the Tariff Act of
1930, as amended (the Act). If this
investigalion proceeds normally. the ITC
will make its preliminary determination
- on or before April 25, 1986, and we will
make ours on or before June 5, 1986.

EFFECTIVE DATE: April 8, 1986.

FOR FURTHER INFORMATION CONTACT:
Gary Taverman, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW,,
Washington, DC 20230; telephone (20")
377-0161.

SUPPLEMENTARY INFORMATION:

The Petition o )

- On March 12, 1986, we recewed a
petition in‘proper form from Lone Stay
Steél Company and CF&l Steel
Corporation with respect to OCTG from
Israel. In compliance with the filing
requirements of § 355.26 of the
Commerce Regulations (19 CFR 355.26).
the petition alleges that manufacturers,
producers, or exporters in Israel of
OCTG receive subsidies within the
meaning of section 701 of the Tariff Act
of 1930, as'amended (the Act). In
addition, the petition alleges that such
imports materially injure, or threaten
material injury to, a U.S. industry
producing a like product. The pelmon
also alleges that “critical :
circumstances” exist within the meaning
of section 703(e)(1) of the Act.

Since Israel is a "country under the
agreement” within the meaning of
section 701{b) of the Act, the ITC is
required ta determine whether imports
of the subject merchandise from Israel
materially injure, or threaten material
injury to, a U.S. industry.

Initiation of Investigation

Under section 702(c) of the Act, we
must determine, within 20 days afler a
petition is filed, whether the petition
sets forth the allegations necessary for .
the initiation of a countervailing duty
investigation, and whether it contains
information reasonably available to the
pelilloner supporting the allegations. We
have examined the petition on OCTG
and have found that it meets the
requirements of section 702(b) of the
Act. Therefore, we are initiuting a
countervailing duty investigation to
determine whether manufacturers,
producers, or exporters in Israel of
OCTG as described in the “Scope of
Investigation” section of this notice,
receive benefits which constitute
subsidies within the meaning of the Act,
If our investigation proceeds normally,
we will make our preliminary
determination on or before June 5, 1986.

Scope of Investigation

The products covered by this
invesligation are “oil country tubular
guads,” which are hollow steel producis
of circular cross-section intended for use
in drilling for oil or gas. These products
include oil well casing, tubing, and drill
pipe of carbon or alloy steel, whether
welded or seamless, manufactured to
either American Petrolcum Institute
(API) or non-API (such as proprietary)
specification as currently provided for in
the Tariff Schedules of the United '
States, Annotated (TSUSA) under item
numbers:
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610.3216, 610.3218, 610.3233, 610.3234.
610.3242, 610.3343, 610.3249, 610.3252,
610.3254, 610.3256, 610.3258, 610.3262,
610.3264, 610.3721, 610.3722, 610.3751,
610.3925, 610.3935, 610.4025, 610.4035,
610.4210, 610.4220, 610.4225, 610.4230,
610.4235, 610.4240, 610.4310, 610.4320,
610.4325, 810.4335, 610.4942, 610.4944,
610.4946, 610.4954, 810.4955, 810.4956,
610.4957, 610.4966, 610.4967, 610.4968,
610.4969, 610.4970, 610.5221, 610.5222,
610.5226. 610.5234, 610.5240, 610. 5242
610.5243, 610.5244

This investigatiun includes OCTG in
both finished .and unfinished condition.

In prior cases, the ITC has ruled that
drill pipe is a separate “like product”
from other types of OCTG. As neither of
the petitioners manufacture, produce, or
wholesale drill pipe, they would not be

“interested parties” with respect to drill

pipe, within the meaning of section

771(9)(C) of the Act, if the TT'C continued '

to abide by this ruling. Therefore, they
would not have standing to file a
petition regarding drill pipe under
sectian 732(b). If, in its preliminary

determination, the ITC continuesto hold -

that drill pipe is a separate *'like
product” from other forms of OCTG, we
will not investigate sales of drill pipe in
this investigation. If, however, the ITC:
reverses its position and determines that
drill pipe is the.same like product as
other forms of OCTG, then drill pipe will
be included in this investigation.

Allegations of Subsidies

The petition ists 8 number of
practices by the government of Israel
which allegedly confer subsidies on
manufactarers, producers, or exporters
in Israel of OCTG. We are initiating an
investigation on the following alleged
progrims:

» Encouragement of Capital
Investments Law 5719-1959 (ECIL)

—Investment Grants

—Loans

—Property Tax Exemptions on

Buildings and Equipment

—Preferential Accelerated

Depreciuation .

—Other Tax Benefits

—Interest Subsidy Payments
¢ Bank of Israel Export Loans

—Export.Production Fund

—Export Shipments Fund

—Imports-for-Exports Fund

—Special Export Financing Loans
» Encouragement of Industry (Taxes)

Law 5729-2969

—Preferential Accelerated
Depreciation

—Reduction in Income Tax Rales

—Tax Deductible Inventory
Adjustments

¢ Exchange Rate Risk Insurance

Scheme

¢ Encouragement of Industrial Research
and Development Law
¢ Other Benefits referenced in the ECIL
—Low Cost Development Loans
—Labor Training Supported by the
Ministry of Labor
—~—Working Capital to Finance Exporl
Qperations
Although the following programs were
not alleged by petitioners, we are
including them in this investigation to
determine whether the government of
Israel provides benefits to
manufacturers, producers, or exporters
in Israel of OCTG under the following
ECIL programs:
¢ Drawback Grants
* Partial Non-payment of Employers
Tax

Allegation of Critical Circumstances

Petitioners allege that critical
circumstances exist with respect to
imports of OCTG from Israel. They
claim that the products.concerned
benefit from export subsidies that are
inconsistent with the GATT Subsidies
Code, and that imports have been
massive over a relatively short period.
We will determine whether critical
circumstances exist with respect to
these imports in our preliminary and
final determinations.

Notification of ITC

Section 702(d) of the Act requires us
to notify the ITC of this action and to
provide it with the information we used
to arrive at'this determination. We will
notify the ITC and make available to it
all nonprivileged and nonconfidential
information. We will also allow the ITC
access 10 all privileged and confidential
information in our files, provided it
confirms that it will not disclose such .
information either publicly or under an
administrative protective order without
the consent of the Deputy Assistant
Secretary for Import Administration.

Preliminary Determination by ITC ,

The ITC will determine by April 25,
1986, whether there is a reasqnable
indication that imports of OCTG from
Israel materially injure, or threaten
material injury to, & U.S. industry. If its
determination is negative, the
investigation will terminale; otherwise il
will proceed according to the statutory
and regulatory procedures.

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

Gilbert B. Kaplan,

Deputy Assistamt Secrelar y for hmport -
Administration. .

April 1, 1886.

|FR Doc. 86-7734 Filed 4-7-86; 8:45 am|
BILLING CODE 3510-DS-M
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CALENDAR OF PUBLIC CONFERENCE

Investigations Nos. 701-TA-271 (Preliminary)
and 731-TA-318 (Preliminary)

OIL COUNTRY TUBULAR GOODS FROM ISRAEL
Those listed below appeared as witnesses at the United States International

Trade Commission conference held in connection with the subject investigations
on April 7, 1986, at the USITC Building, 701 E Street, N.W., Washington, DC

In support of the imposition of countervailing and antidumping duties

Akin, Gump, Strauss, Hauer & Feld--Counsel
Washington, DC
on _behalf of--

CF&I Steel Corporation
Lone Star Steel Company

J. W. (Jim) Chenoweth, Manager of International Trade Affairs,
Lone Star Steel Company

Warren E. Conneily )

Thomas Rodgers y~~OF COUNSEL

In opposition to the imposition of countervailing and antidumping duties

Arnold & Porter—-Counsel
Washington, DC
on behalf of--

Middle East Tube Company, Ltd.

Jacob Gang
Vice President, Solcoor Incorporated

Douglas A. Dworkin--OF COUNSEL
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Other Investigations Concerning 0il Country
Tubular Goods

On June 12, 1984, in investigation No. TA-201-51, regarding carbon and
certain alloy steel products, the Commission determined, under section 201 of
the Trade Act of 1974, that increased imports of steel pipes and tubes were
not a substantial cause of serious injury, or threat thereof, to the domestic
industry producing articles like or directly competitive with the imported
articles. 1/ The steel pipes and tubes that were the subject of the section
201 investigation included the o0il country tubular goods that are the subject
of the instant investigations, as well as other pipes and tubes that are not
covered by these investigations.

On June 13, 1984, countervailing duty petitions were filed with Commerce
concerning imports of oil country tubular goods from Argentina and Mexico.
Since these countries were not signatories to the General Agreement on Tariffs
and Trade, the Commission was not required to make injury determinations
concerning imports from these countries, which were alleged to be subsidized.
On November 27 and 30, 1984, Commerce published in the Federal Register its
final affirmative determinations that the manufacturers, producers, or
exporters of oil country tubular goods in Argentina and Mexico, respectively,
receive benefits that constitute subsidies. The subsidy margins were 0.90
percent ad valorem for products from Argentina and 5.84 percent ad valorem for
products from Mexico. On July 31, 1985, Commerce published the final results
of its changed circumstances administrative review of the order concerning
imports from Mexico and revoked the order, effective October 1, 1984. The
current subsidy amount for Argentina is still 0.90 percent.

Also on June 13, 1984, countervailing duty petitions were filed with the
Commission and Commerce concerning imports of oil country tubular goods from

Brazil, Korea, and Spain. On July 23, 1984, the Commission unanimously
determined that there was a reasonable indication that an industry in the

United States was materially injured by reason of such imports. 2/

Commerce published its final subsidy determinations in these cases on
November 27, 28, and 30, 1984, respectively. The subsidy margins for Brazil
snd Spain ranged from 11,35 to 25.24 percent ad valorem and 11.29 to 24.74
percent ad valorem, respectively. For Korea the net subsidy was 0.53
percent ad valorem. On January 2, 1985, the Commission determined that an
industry in the United States was materially injured by reason of imports of
oil country tubular goods from Brazil and Spain 3/ and that an industry in the
United States was not materially injured or threatened with material injury,

1/ Carbon and Certain Alloy Steel Products: Report to the President on
Investigation No. TA-201-51 . . ., USITC Publication 1553, July 1984.

2/ Chairwoman Stern found that there was a reasonable indication that an
industry in the United States was materially injured or was threatened with
material injury by reason of such imports. O0il Country Tubular Goods from
Brazil, Korea, and Spain: Determinations of the Commission in Investigations
Nos., 701-TA-215 through 217 (Preliminary) . . .,USITC Publication 1555, July
1984.

3/ Vice Chairman Liebeler and Commissioner Lodwick dissenting.
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and the establishment of an industry in the United States was not materially
retarded, by reason of imports from Korea of o0il country tubular goods. 1/

On July 31, 1985, and August 21, 1985, Commerce published the final
results of its changed circumstances adminstrative reviews of the
countervailing duty orders concerning imports from, respectively, Spain and
Brazil, and revoked the orders, effective October 1, 1984.

Also on June 13, 1984, counsel for Lone Star and CF&I filed antidumping
petitions with the Commission and Commerce concerning imports of oil country
tubular poods from Argentina, Brazil, Korea, Mexico, and Spain. On July 23,
1984, the Commission unanimously determined that there was a reasonable
indication that an industry in the United States was materially injured by
reason of such imports. 2/ On January 16, 1985, Commerce published in the
Federal Register its preliminary affirmative determinations that imports of
0oil country tubular goods from Argentina, Brazil, Mexico, and Spain were being
sold at less than fair value with weighted-average margins of 104.11, 33.08,.
20.77, and 74.0 percent, respectively. Commerce also preliminarily determined
.that imports from Korea were not being, and were not likely to be, sold in the
United States at less than fair value.

- On April 4, 1985, the Commission received notice of Commerce's final
determinations that oil country tubular goods from Argentina and Spain were
being sold at less than fair value with a weighted-average margin of 61.7
percent for imports from Argentina and margins ranging from 70.1 to 83.5
percent for imports from Spain. On May 13, 1985, the Commission unanimously
determined that an industry in the United States is not materially injured or
threatened with material injury, and the establishment of an industry in the
United States is not materislly retarded by reason of imports from Argentina
but that an industry in the United States is materially injured by reason of
imports from Spain. 3/ On May 23 and May 31, 1984, the petitioners withdrew
their petitions on Korea, Brazil, and Mexico, and the investigations were
terminated by Commerce before final determinations were announced.

On February 28, 1985, United States Steel Corp. filed antidumping and
countervailing duty petitions with the U.S. International Trade Commission and
the U.S. Department of Commerce. On March 12, and March 25, 1985, Lone Star
Steel Co. and CF&I Steel Corp. requested that they be added as copetitioners
in the investigations; these requests were subsequently granted. The
countervailing duty petitions concerned imports of 0il country tubular goods
from Austria and Venezuela, and the antidumping petitions concerned imports of
the subject merchandise from Austria, Romania, and Venezuela. The Commission
determined 4/ on April 8, 1985, that there was a reasonable indication that an

1/ 0il Country Tubular Goods from Brazil, Korea, and Spain: Determinations
of the Commission in Investigations Nos. 701-TA-215 through 217 (Final) . . .,
USITC Publication 1633, January 1985. Commissioners Eckes and Rohr dissenting.

2/ 0il Country Tubular Goods from Argentina, Brazil, Korea, Mexico, and
Spain: _Determinations of the Commission in Investigations Nos. 731-TA-191
through 195 (Preliminary) . . ., USITC Publication 1555, July 1984,

3/ 0il Country Tubular Goods From Argentina and Spain . . ., Determinations
of the Commission in Investigations Nos. 731-TA-191 and 195 (Final) . . .,
USITC Publication 1694, May 198S5.

4/ Vice Chairman Liebeler dissenting.
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industry in the United States was materially injured by reason of imports of
oil country tubular goods from Austria and Venezuela, which are alleged to be
subsidized by the Governments of Austria and Venezuela and by imports of oil
country tubular goods from Austria, Romania, and Venezuela, which are
allegedly sold at less than fair value in the United States. 1/ On June 26,
August 12, and December 23, 1985, the petitioners withdrew their petitions on,
respectively, Venezuela, Romania, and Austria, following the signing of
voluntary restraint agreements with those countries, and the investigations
were terminated by Commerce before final determinations were announced.

Oon July 22, 1985, petitions were filed with the Commission and Commerce
concerning imports of o0il country tubular goods from Argentina, Canada, and
Taiwan. On September 5, 1985, the Commission notified the Department of
Commerce of its determination 2/ that there was a reasonable indication that
an industry in the United States was materially injured by reason of imports
from Canada and Taiwan of o0il country tubular goods, which are alleged to be
subsidized by the Governments of Canada and Taiwan and by reason of imports
from Argentina, Canada, and Taiwan of oil country tubular goods, which are
alleged to be sold in the United States at less than fair value, 3/ On
December 6, 1985, Commerce published its preliminary determination that
manufacturers, producers, or exporters of oil country tubular goods from
Taiwan do not receive subsidies. On December 30, 1985, Commerce published its
preliminary determination that the manufacturers, producers, or exporters of
oil country tubular goods in Canada receive subsidies in the amount of 0.72
percent ad valorem. On January 2, 1986, January 7, 1986, and January 27,
1986, Commerce published its preliminary determinations that oil country
tubular goods from, respectively, Taiwan, Canada, and Argentina are being, or
are likely to be, sold at less than fair value in the United States with
margins of 0.82 to 40.88 percent. These investigations are pending before the
Commission; the votes are currently scheduled for the week beginning May 25,
1986.

Oon March 12, 1986, countervailing duty and antidumping petitions were
filed with the Commission and Commerce by Lone Star Steel Co. and CF&I Steel
Corp. concerning imports of oil country tubular goods from Israel. These
cases. are the subject of these investigations.

1/ Commissioners Eckes and Lodwick did not exclude drill pipe. 0il Country
Tubular Goods from Austria, Romania, and Venezuela: Determinations of the
Commission in Investigations Nos., 701-TA-240 and 241, and 731-TA-249 through
251 (Preliminary) . . ., USITC Publication 1679, April 1985.

2/ Chairwoman Stern found that there was a reasonable indication that an
industry in the United States was materially injured or was threatened with
material injury by reason of such imports. Vice Chairman Liebeler dissenting.

3/ 0il Country Tubular Goods from Argentina, Canada and Taiwan:
Determinations of the Commission in Investigations Nos. 701-TA-255 and 256 and
731-TA-275, 276, and 277. (Preliminary) . . ., USITC Publication 1747,
September 1985.
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STATISTICAL TABLES
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Table D-1.--Welded oil country tubular goods: U.S. production, capacity, and
capacity utilization, 1983-85

: . . Capacity
Year . Production |  Capacity utilization
-------- 1,000 tons———-~———~ Percent
1983~ : 493 3,479 14.1
1984 —— e : 945 2,601 36.3
1985-—— e : 176 2,854 27.2

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

Table D-2.--Seamless o0il country tubular goods: U.S. production, capacity, and
capacity utilization, 1983-85

: ) : . Capacity
Year . Production 1/ . Capacity utilization 1/
———————— 1,000 tons-—-—————- Percent
1983 m e : ‘ 97 2,280 4.3
1984~ ~ e : 727 2,686 27.1
1985 — e : 695 : 2,481 T 28.0

1/ Does not include production data for X%,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table D-3.--Welded oil country tubular goods: U.S. producers' shipments,
. 1983-85 .

(In_thousands of tons)

: Intracompany : Domestic : Export

Year shipments : shipments : shipments Total
1983 : Xk *kk ;T 8 : 599
1984———————m : *kK g Kk 12 : 932

) L T —— : *kk xk% xkX 773

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

Note.--Because of rounding, figures may not add to the totals shown.

Table D-4.--Seamless 0il country tubular goods: U.S. producers' 1/ shipments,
1983-85

(In thousands of tons)

Year : IntFacompany : D?mestxc : Fxport Total
shipments : shipments : _shipments

1983 ——— -1 KKk *kk -5 158

1984~~- - : 3.2 S *kk o 2: 645

1985 : KK *kk T kkx g 711

1/ Does not include data for X**,

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

Note.--Because of rounding, figures may not add to the totals shown.
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Table D-5.--Welded oil country tubular goods: Average number of production
and related workers, hours worked by such workers, wages paid and

total compensation, 1983-85

el Hours Wages . Total
Year : of worked aid ' o ti
workers : P . mpensation
: : Thousands : -——-———uu- Per hour———-—-—--
1983~ ---—-com oo oo : 2,539 4,626 $12.81 $18.23
1984 - ey 3 ] 494 H 6 N 702 11.70 15.29
12.93 17.65

1985 —~—— e - 3,274 : 5,313

.
k3

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

U.S. International Trade Commission.

Table D-6.--Seamless 0il country tubular goods: Average number of production
and related workers, hours worked by such workers, wages paid and

total compensation, 1983-85

Bumber Hours Wages : Total
Year of : . : .
workers worked paid . compensation
: : Thousands : ~—-—=-——o Per hour-------
1983~ : 1,337 2,586 $12.77 $21.53
1984 3,968 7,874 14.24 19.87
1985~ —— e : 4,224 8,455 14.79 21.45

Source: Compiled from data submitted in response
U.S. International Trade Commission.

to questionnaires of the
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Table D-7.--Income-and-loss experience of U.S. producers 1/ on the operations
producing welded oil country tubular goods, accounting years 1982-85

Item 1982 1983 1984 1985 2/
Net sales——-———- 1,000 dollars-—: 809,006 : 286,028 : 493,712 : 447,635
Cost of goods sold--——————- do-~-: 575,327 : 339,510 : 469,723 : 475,763
Gross profit or (loss)-—--—- do--: 233,679 : (53,482): 23,989 (28,128)
General, selling, and admin- : : :
istrative expenses——----— do——: 27,860 : 33,183 : 34,594 : 30,429
Operating income or (loss)-do--: 205,819 : (86,665): (10,605): (58,557)
Depreciation and amorti- : : : :
zation expense—--————————— do—: 22,612 : 24,285 : 27,071 26,936
As a share of net sales: : : : ' :
Cost of goods sold--percent--: 71.1 : 118.7 : 95.1 : 106.3
Gross profit or (loss)---do-—-: 28.9 : (18.7): 4.9 : (6.3)
General, selling, and ad- : : :
ministrative expenses--do--: 3.4 ; 11.6 : 7.0 : 6.8
Operating income or (loss) : : :
- do--: 25.5 : (30.3): (2.1): (13.1)
Number of firms reporting : : : :
: 3: 6 : 5: 4

operating losses

1/ These firms are **%,
2/ *xx, )

) Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table D-8.--Income-and-loss experience of U.S. producers 1/ on the operations
producing seamless oil country tubular goods, accounting years 1982-85

Item 1982 1983 1984 1985 2/
Net sales——————- 1,000 dollars—-: 1,089,641 : 64,707 : 451,447 : 516,735
Cost of goods sold--—————-- do—-: 884,654 : 145,714 : 556,704 552,223
Gross profit or (loss)-----do--: 204,987 : (81,007): (105,257 : (35,488)
General, selling, and admin- : : :
istrative expenses—------ do--: 57,454 : 16,148 : 19,619 : 12,393
Operating income or (loss)-do--: 147,533 : (97,155): (124,876): (47,881)
Depreciation and amorti- : : : : :
zation expense-——--~———— do-—-: 12,008 : 6,447 : 28,152 : 30,557
As a share of net sales: : : : :
Cost of goods sold--percent--: 81.2 225.2 . 123.3 : 106.9
Gross profit or (loss)---do--: 18.8 (125.2): (23.3): (6.9)
General, selling, and ad- : :
ministrative expenses—--do-—-: 5.3 25.0 : 4.3 : 2.4
Operating income or (loss) : :
——————————————————————— do—- 13.5 (150.2): (27.6): (9.3)
Number of firms reporting : » :
operating losses--————~——mwmm— : 1: 4 3: 4

1/ These firms are X¥*xX,
2/ *xk,

Source:

Compiled from data submitted in

U.S. International Trade Commission.

response to questionnaires of the

Table D-9.--Income-and-loss experience of U.S. producers on their operations

producing qil well drill pipe, accounting years 1982-85
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APPENDIX E

WEIGHTED-AVERAGE NET SELLING PRICES AND QUANTITIES
REPORTED BY U.S. PRODUCERS OF OIL COUNTRY TUBULAR GOODS
SOLD TO DISTRIBUTERS, BY PRODUCT SPECIFICATIONS,
AND BY QUARTERS, JANUARY 1983-DECEMBER 1985
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Table E-1.--Domestic API oil field casing--4-1/2 inch outside diameter:
Weighted-average net selling prices and quantities of U.S.-produced oil
country tubular goods sold to distributors, by product specifications,
and by quarters, January 1983-December 1985

Table E-2.--Domestic API oil field casing--5-1/2 inch outside diameter:
Weighted-average net selling prices and quantities of U.S.-produced oil
country tubular goods sold to distributors, by product specifications,
and by quarters, January 1983-Decemberl985

Table E-3.--Domestic- API oil field tubing--2-3/8 inch outside diameter:
Weighted-average net selling prices and quantities of U.S.-produced oil
country tubular goods sold to distributors, by product specifications,
and by quarters, January 1983-December 1985.



