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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC :

Investigations Nos. 701-TA-248 (Final)
and 731-TA-259-260 (Final)

OFFSHORE PLATFORM JACKETS AND PILES FROM
THE REPUBLIC OF KOREA AND JAPAN

Determinations

On the basis of the record 1/ developed in the subject investigations, 2/
the Commission determines, 3/ pursuant to section 705(b) of the Tariff Act of
1930 (19 U.S.C. 1671d(b)), that industries in the United States are materially
injured by reason of imports from the Republic of Kdrea (Korea) of offshore
platform jackets and piles, 4/ provided for in item 652.97 of the Tariff
Schedules of the United States, which have been found by the Department of
Commerce to be subsidized by the Government of Korea. 5/

The Commission further determines, pursuant to section 735(b) of the Act
(19 U.S.C. 1673d(b)), that industries in the United States are matefially

injured by reason of such imports from Korea 6/ and Japan, 7/ which have been

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/ Chairwoman Stern did not participate in these investigations in order to
avoid any possibility or appearance of conflict of interest.

3/ In investigation No. 701-TA-248 (Final) Vice Chairman Liebeler finds that
industries in the United States are not materially injured or threatened with
material injury, and that the establishment of industries in the United States
is not materially retarded, by reason of imports of subsidized offshore
platform jackets and piles from Korea.

4/ These products are steel jackets (templates) and/or piles for offshore
platforms, subassemblies thereof that do not require removal from a
transportation vessel and further U.S. onshore assembly, and appurtenances
attached to the jackets and piles. These products constitute the supporting
structures which permanently affix offshore drilling and/or production
platforms to the ocean floor. Appurtenances include grouting systems, boat:
landings, preinstalled conductor pipes and similar attachments.

5/ Investigation No. 701-TA-248 (Final).

6/ Investigation No. 731-TA-259 (Final).

7/ Investigation No. 731-TA-260 (Final).



found by the Department of Commerce to be sold in the United States at less than

fair value. 1/

Background

The Commission instituted invesfigation No. 701-TA-248 (Final) effective
July 19, 1985, following a preliminary determination by the Department of
Commerce that imports of offshore platform jackets and piles from Korea were
being subsidized within the meaning of section 701 of the Act (19 U.S.C. 1671).
The Commission instituted investigations Nos. 731-TA-259 and 260 (Final)
effective November 25, 1985, following preliminary determinations by the
Department of Commerce that such imports from Korea and Japan were being sold at
less than fair value within the meaning of section 731 of the Act (19 U.S.C.
1673). Notice of the institution of these investigations and of a public
hearing to be held in connection therewith was given by posting copies of the
notices in the Office of the Secretary, U.S. International Trade Commission,

Washington, DC, and by publishing the notices in the Federal Register of August

7, 1985 and December 12, 1985 (50 F.R. 31932, 50854). The hearing was held in
Washington, DC, on April 2, 1986, and all persons who requested the opportunity

were permitted to appear in person or by counsel.

1/ In investigations Nos. 731-TA-259 and 260 (Final) Vice Chairman Liebeler
finds that an industry in the United States is materially injured by reason of
dumped imports of jackets from Korea and Japan, but that an industry in the
United States is not materially injured or threatened with material injury,
and that the establishment of an industry in the United States is not
materially retarded, by reason of dumped imports of piles from Korea and Japan.
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VIE;JS OF THE COMMISSION

We determine that two industries in the United States are materialiy
injured by reason of subsidized imports of offshore platform jackets and piles
from the Republic of Korea. L/ We further determine that two industries in
the United States are materially injured by reason of less than fair value
(LTFV) imports of offshore platform jackets and piles from Korea and
Japan. 2/

In making these determinations, we define the domestic industries to
encompass those firms that produce and that submit bids (successfully or
unsuccessfully) to produce the two like products, offshore platform jackets
and offshore platform piles. We find that there is a West Coast regional
industry producing offshore platform jackets and a national industry producing
offshore platform piles.

Our affirmative determination on material injury to the domestic piles
industry is based on data showing decreased shipments, employment, and
profitability during the period of investigation. Our affirmative
determination with respect to the West Coast jacket industry rests largely on

the fact that domestic firms have not received a single contract since 1982.

1/ Chairwoman Stern did not participate in this investigation. In Inv. No.
701-TA-248 (Final), Vice Chairman Liebeler finds that industries in the United
States are not materially injured or threatened with material injury, and that
the establishment of industries in the United States is not materially
retarded, by reason of subsidized imports of offshore platform jackets and
piles from Korea.

2/ Chairwoman Stern did not participate in these investigations. In Invs.
Nos. 731-TA-259 and 260 (Final), Vice Chairman Liebeler finds that a regional
industry in the United States is materially injured by reason of dumped
imports of jackets from Japan and Korea, but that an industry in the United
States is not materially injured or threatened with material injury, and that
the establishment of an industry in the United States is not materially
retarded, by reason of dumped imports of piles from Japan and Korea.
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In our opinion, the bids of the West Coast jacket industry have been
sufficiently responsive to 0il company solicitations. Bids from Korean and
Japanese producers have been substantially lower than domestic industry bids,
.and domestic sales of both jackets and piles have been lost on the basis of

price.

The subject imports

Offshore platform jackets are the supporting structures for offshore oil
production platforms. Piles, which are long, heavy-walled steel pipes, are
driven through the jacket legs or through skirt pile sleeves to permanently
affix the structure to the ocean floor. 3/

Because of the complexity of construction of these products, there is an
extended time period between contracts for sale and actual delivery dates.
Some of the foreign merchandise now under contract is destined for delivery
but is not yet fully constructed or physically delivered to a U.S.
installation site. The fact that this merchandise has not been "imported" for
the purpose of a levy of custom duties 4/ does not preclude its inclusion in
the Commission's evaluation. The Trade and Tariff Act of 1984 amended the

Tariff Act of 1930 to require that the Commission determine if there is injury

3/ The products denoted by the Department of Commerce as imports of the
class or kind subject Lo investigation are steel jackets (templates) and/or
piles for offshore platforms, subassemblies thereof that do not require
removal from a transportation vessel and further U.S. onshore assembly.
Therefore, subassemblies requiring further onshore assembly are not subject to
investigation.

4/ For the purpose of a levy of customs duties, the merchandise is
considered to be imported at the point in time when it becomes permanently
affixed to the ocean bed. The Outer Continental Shelf Lands Act extends U.S.
law to installations and other devices attached to the seabed. Customs law
makes these jackets and piles dutiable importations. 43 U.S.C. § 1331(a);
C.S.D. 79-1, 13 Cust. Bull. 991, 992 (1978).
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"Ibly reason of sales (or the likelihood of sales) of that merchandise for
importation . . . ." 2/ In this investigation, the contract award is an

actual sale, and therefore we have examined the bids and contracts in our

.causation analysis.

The like product

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry”
as "the domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product.” &/ Section 771(10), in
turn, defines "like product” as "a product which is like, or in the absence of
like, most similar in characteristics and uses with, the article subject to an
investigafion coeo " I/

In the prelimiﬁary investigation, the Commission determined that there
was one like product, jacket and pile assemblies, based on the integrated
function of the two items. 8/ The Commission also noted that jackets and
piles are most often designed, bid upon, contracted for, and manufactured
together. Having examined the issue more thoroughly during the final
investig;tion,'we now find that there are two like products, offshore platform

jackets and offshore platform piles. The domestic products are substantially

similar to the imported products.

5/ Tariff Act of 1930, § 701(a), 19 U.S.C. § 1671(a), amended by, Trade and
Tariff Act of 1984, § 602 (to be codified at 19 U.S.C. § 1671(a)).

6/ 19 U.S.C. § 1677(4)(A).

7/ 19 U.S.C. § 1677(10).

8/ Commissioner Eckes found two like products in the preliminary
investigation.
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The issue to be addressed is not whether jackets and piles have the same
characteristics and uses as each other; but, rather, whether they are so
integrally related as to constitute a single like product, i.e., jacket and
pile assemblies. 1In this regard, it is important to note that the functioning
end products purchased by oil companies for o0il production are not jacket and
pile assemblies, but offshore production platforms. Offshore platforms are
made up of three major elements: (1) jackets; (2) piles; and (3) deck
assemblies. All three elements are necessary, any one being useless without
the other two. The parties did not argue that deck assemblies should be
included within a single like product of offshore platforms. The issue is
whether the other two major elements should be separate like products.

A jacket is assembled by one producer from parts fabricated by that
producer or another firm. Fabrication usually takes place at a site other
than the assembly site. Assembly involves significant technical skill and is
the key operation in jacket production. The essential characteristics of
jackets are established during assembly. On the other hand, fabrication is
the key operation in pile production. Relatively little onshore assenbly is
required for piles after fabrication. Thus, the manufacturing processes for
these two elements of an offshore platform are distinctly different.

As for bidding and contracting, piles are sometimes bid separately from
the jacket, and sometimes bid together. This appears to be largely a function
of the size of the platform in question. 8/ Larger projects tend to have

separate bidding and contracting for jackets and piles.

9/ Transcript of the preliminary conference at 153.
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The petitioners, who argued during the preliminary investigation that
there was a single like product, changed their position during the final
investigation and alleged that there was a trend toward separate bidding for
jackets and piles. 10/ When dealing with a small number of contracts on
items that are greatly varied in size, it is difficult to establish any
bidding "trend.” However, the most recent contracts have been for larger
jackets and piles, and it is for the larger ones that there is apparently a
grea£er tendency to split awards.

Furthermore, there are geographical limitations on the transportation of
jackets that do not exist for piles. The large assembled jackets used on the
West Coast cannot be transported through the Panama Canal and shipment around

i1/ Piles have no such

South America has not been considered feasible.
restrictions. Thus, there is a commercial distinction resulting from the
transportation factor in that domestic bids may be accepted on a national
basis for the piles, but must be restricted for jackets to firms proposing
assembly in the same region as the offshore project. This is, in fact, what
happened on the Eureka project where Kaiser won the jacket award and used its
assembly yard in Vallejo, California. McDermott was awarded the piles
contract and supplied the piles from its Gulf Coast facilities. 12/
Oon balance, we find that offshore platform jackets and offshore platform
piles are not so integrally related that they should be treated as one like
product. There are sufficient distinctions in the contracting process, the

manufacturing process, transportability, etc., to indicate that they should be

treated as separate like products. Thus, we determine that there are two like

/ Petitioners' pre-hearing brief at 12.
/ Report of the Commission (Report) at A-52.
2/ Id. at A-31, A-47.

10
11
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products, offshore platform jackets and offshore platform piles, and therefore

two domestic industries.

Regional industry

In the final investigation, petitioners argued that the Commission should
apply a regional industry analysis whén assessing the impact of imports of
of fshore platform jackets from Korea and Japan. 13/ On the other hand, they
argued that the offshore platform piles industry is national in scope.

As for piles, in this investigation there have been no sales of Japanese
or Korean piles in the Gulf of Mexico. However, there have been U.S. domestic
shipments of piles from the Gulf Coast to the West Coast. 14/ There are no
geographical features preventing such shipments in the future, nor are there

any limitations on shipments of Japanese or Korean piles to the Gulf Coast.

Accordingly, it would be inappropriate in these circumstances to consider the

13/ Section 771(4)(C) states that "in appropriate circumstances, the United
States, for a particular product market, may be divided into two or more
markets and the producers within each market may be treated as if they were a
separate industry . . . ." 19 U.S.C. § 1677(4)(C). 1In making a regional
industry determination, the Commission must decide if:

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

(ii) the demand in the regional market is supplied, to any
substantial degree, by producers of the product in
question located elsewhere in the United States.

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

14/ Report at A-31, A-47.
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offshore platform piles industry on a regional basis and therefore we have
based our determination on an assessment of a nationwide piles industry.

In contrast to piles, the production of completely assembled offshore

-platform jackets intended for the West Coast requires a West Coast assembly
yard in almost all cases. 1/ This is because the jackets intended for
West Coast platforms are almost always too large to fit through the Panama
Canal. 16/ Also, it is not generally feasible to ship such jackets around
South America because the weather conditions are so unpredictable and harsh
that the risk of loss, damage or delay is prohibitive. 17/

Respondents cite the bids for West Coast projects by Gulf Coast producers
as evidence of a national industry. 18/ Howéver, what is important is not
the headquarters location of a particular firm but, rather, the location of
the productive facilities. Also, as noted above, we have determined that
assembly is the key operation in establishing the physical characteristics of
jackets, 19/ and final assembly for West Coast jackets must take place on
the West Coast.

Respondents also urged the Commission to find that appropriate

circumstances did not exist for finding a regional industry because there was

15/ Respondents implicitly acknowledge the crucial aspect of West Coast
assembly facilities. In arguing that domestic producers submitted
"nonresponsive” bids for West Coast projects, respondents attempted to show
that each proposed West Coast assembly site other than those already in
operation was not viable. There was no discussion of Gulf Coast assembly
facilities.

16/ Report at A-52.

177 1d.

18/ The Economics Group pre-hearing brief at 7-8; 0il companies' pre-hearing
brief at 9-10, 14-15. '

19/ We also note that subassemblies are not within the scope of the
investigation.
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only one small producer, i.e., Kaiser, on the West Coast. 20/ We do not
find their arguments persuasive. First, Kaiser's West Coast operations are
quite extensive. The facilities used to produce the Eureka jacket, and still
available for other production, can hardly be characterized as '"small."
Second, because the Commission is looking at sales rather than shipments it is
not true that there is only one West Coast producer for purposes of this
determination. McDermott, Brown & Root and other well-established firms have
madé legitimate bids premised on West Coast assembly facilities.

All of the sales of fully assembled Korean and Japanese jackets have been
for West Coast projects. 21/ There have been no bids, sales, or production
of jackets from West Coast prdduction sites for Gulf Coast platforms. 1In

light of these factors, the Commission finds that appropriate circumstances

exist to find a regional West Coast offshore platform jacket industry.

Condition of the industries 22/

With respect to the West Coast jacket industry, material injury clearly
exists. When analyzing a regional industry the Commission must determine
whether the producers of all or almost all of the production within the
regional market are being materially injured or threatened with material
injury. 23/ The domestic producers have not obtained a single contract for

a West Coast jacket since Kaiser received the award of the Eureka platform

20/ 0il companies' pre-hearing brief at 7, 17.

21/ There are Japanese subassemblies being used in the production of the
Bullwinkle jacket in the Gulf of Mexico, but such subassemblies are not
imports of the class or kind subject to this investigation.

22/ Vice Chairman Liebeler does not join this section with respect to the
piles industry. See her Additional and Dissenting Views which follow.

23/ 19 U.s.C. § 1677(4)(C).

10
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jacket contract in 1982. Thus, the financial performance of the West Coast
producers on West Coast jacket operations declined over the period of
investigation, and in 1985 there was no productive activity at all -- no
revenue, no shipments, and no employees. The industry is at a total
standstill. As a result, we determine that the producers of all or virtually
all of the West Coast production of offshore platform jackets are materially
injured.

With respect to piles, total shipments of piles by domestic producers
showed a significant decrease from 1984 to 1985. 24/ Employment has
decreased 253/ and financial performance has been weak. e/ Most producers

27/

have shown losses. There is a great deal of capacity for producing

piles and the capacity utilization rates have been consistently low. 28/
The domestic industry is clearly suffering material injury, especially in 1985.

Material injury by reason of imports of offshore platform jackets from Korea
and Japan

We have determined that all or almost all of the producers of offshore

platform jackets for the West Coast region are materially injured by reason of

24/ Report at A-48, Table 7.

25/ Id. at A-33 - A-35.

26/ Id. at A-35 - A-37.

27/ Employment and financial data for piles could not be adequately broken
out from other offshore platform production operations. Therefore, the
Commission has examined the data in this regard for the narrowest range of
products that includes the like product. 19 U.S.C. § 1677(4)(D).

28/ Report at A-28 - A-30.

11
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imports of jackets from Korea and Japan. 29/ 30/ Price is the key factor

in winning a bid and the price of the imports have undercut the domestic

products in each instance, sometimes substantially. 31/ While the low

. bidder does not always win the contract, there is seldom a significant

difference between the low bids and the winning bids. 32/

Unlike most investigations, the Commission was able to examine each

project in detail, and the evidence as to causation was unmistakable. 33/

29/ We note that the cumulation provision of the statute (19 U.S.C. §
1677(7)(C)(iv)) is applicable to these investigations because during the bid
process the Japanese and Korean producers bid in competition with each other
and with the domestic producer. However, since each individual project is of
such significance cumulating is not necessary in order to make affirmative
determinations. Imperts from Japan and Korea have caused material injury on
an individual country basis. '

30/ Vice Chairman Liebeler finds that an industry in the United States is not
materially injured or threatened with material injury by reason of imports of
subsidized offshore platform jackets from Korea. See her Additional and
Dissenting Views which follow.

31/ Vice Chairman Liebeler believes that evidence of underselling is
ordinarily not probative on the issue of causation. She does not find the
particular data on underselling gathered by the Commission useful. 1In this
case she does believe that evidence of price undercutting has been presented.
See her Additional and Dissenting Views which follow. See also Certain Table
Wine from the Federal Republic of Germany, France, and Italy, Invs. Nos.
701-TA-258-60 and 731-TA--283-85 (Preliminary), USITC Pub. 1771 at 34-36 (1985)
(Additional Views of Vice Chairman Liebeler).

32/ Report at A-51.

33/ Commissioner Brunsdale does not find the evidence of causation
"unmistakable,” but it is the best information available and does suggest a
causal link between the dumped and subsidized imports and material injury to
the domestic industry. She notes that total dumping and net subsidy margins
were actually calculated for only three jacket--and-pile projects--two from
Japan subject only to dumping findings and one from Korea subject to both
dumping and subsidy. calculations. The final dumping margins, figured on a
constructed value basis, were 8.88 percent and 9.19 percent respectively for
the Japanese projects and 17.34 percent for the Korean project; the final net
subsidy for the Korean project was at most 8.73 percent (but since the
subsidies are export subsidies the dumping duty would be lowered by an
equivalent amount). These margins could have been an important and perhaps
determinative factor in reaching a negative decision in these investigations.
Unfortunately, there are no final dumping margins or subsidy calculations for
the majority of the projects that are within the scope of these
investigations. Given the unique nature of each project, extrapolation of the
dumping margins and subsidies calculated for the three projects to the
remaining projects would be speculative and inappropriate.

12
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This is not to say that all of the sales by Japanese or Korean producers could
have been supplied by the domestic industry. 1In the short run it is unlikely
that actual and potential domestic West Coast jacket producers would have had
the capacity to fill all of the demand. Furthermore, there is some question
as to how viable some of the bids submitted by domestic producers were for
some individual projects. Nonetheless, the total capture of the market by the
Japénese and Koreans renders these considerations relatively insignificant.

Respondents attempted to show that in none of the instances where the
Japanese or Koreans received the contract did any domestic producer submit a
responsive bid. Respondents alleged (1) quality problems with domestic
producers, 34/ (2) lack of physical development of various proposed West
Coast assembly sites, 33/ and (3) lack of needed permits to develop such
sites. 36/

With respect to the quality issue, we find respondents' arguments
unpersuasive. Bids have been submitted by many domestic prbducers including
such companies as McDermott and Brown & Root which have vast expetience and
proven capabilities as jacket producers. TFurthermore, with respect to Kaiser,
at whom most of the quality allegations were aimed, we also view the arguments
with skepticism. Kaiser built a jacket for the Eureka plaﬁform for Shell
during the period of investigation, and the wotk appears to have been
satisfactory. 31/ This is implicitly confirmed by Shell's award of the
contract for its huge Bullwinkle jacket in the Gulf of Mexico to Bullwinkle

: s . . . . . . . . 38/
Constructors, a joint venture in which Kaiser is a minority participant. —

See, e.g., 0il companies' pre-hearing brief at 24-33.

34/

35/ See The Economics Group pre hearing brief.

36/ 1d.

377 Office of Investigations memorandum INV-J-078 (Apr. 29, 1986). See also

Transcript of the Commission Hearing (Tr.H.) at 208.
38/ Report at A-20.
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With respect to the question of the lack of physical development of
various proposed West Coast assembly sites, we are also unpersuaded. First,
it is important to note that Kaiser bid some projects based on assembly at
their developed and permitted yards at Vallejo and Oakland, California. 39/
In cases where Kaiser could not bid based on Vallejo or Oakland (because of
the height of nearby bridges under which the completed jacket would have to
pass), L1y Kaiser bid based on a proposed yard at Terminal Island,
California. Terminal Island is not blocked from the open sea by low bridges.
Respondents have argued that this site and other domestic producers' proposed
sites (for example, at Humboldt Bay, California, and Coos Bay, Oregon) could
not be sufficiently developed in the time between contract award and the
beginning of assembly. They argued that there were development problems of
such significance that they could not risk the delay and the consequent
significant losses in o0il production and revenue.

While the lack of physical development of Terminal Island and other sites
might have been a determining factor in an isolated instance when a Japanese
or Korean producer won a bid, we are not persuaded that such is the case in
most of the instances. For example, we note Exxon's proposed site near
Eureka, California. Exxon obtained the lease rights to a jacket assembly site
and indicated its intention to assign it to the successful domestic bidder on
its Harmony and Heritage jackets (also known as the Santa Ynez Unit or SYU
project). Although the site was fully permitted there was no physical
development of the location. Nevertheless, Exxon was willing to award the

contract and then allow the assembler to begin preeparation of the site.

Id. at A-24.
. at A-23 - A-24.

ISle
NN
&
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Therefore, in at least this case involving the largest of the projects under-
investigation, a site was admittedly available. Yet, the contract was awarded
to a Korean producer. Furthermore, if Exxon was willing to award a contract
on the basis of a physically undeveloped site, it casts considerable doubt on
other respondents' arguments that lack of a fully developed site made domestic
bids unresponsive. We also note that Exxon's willingness to use the Eureka,
California, site casts doubt on the respondents' argument 41/ that they were
par£icular1y concerned about the availability of sufficient qualified labor at
various proposed sites.

The third argument advanced by respondents is that the permitting process
required for development of an assembly site would prohibit the award to any
of the domestic producers. Such an argument does not account for Exxon's
fully permitted proposed assembly site at Eureka, California. It also does
not account for Kaiser's functioning and permitted assembly sites at Vallejo
and Oakland which were available for some of the projects. Respondents argue
that it took Exxon almost two years to obtain the permits for its Eureka,
California, site 42/ and that Terminal Island is still not fully permitted.
However, this does not take into account the potential for accelerating the
permitting process under pressure of a contract award. For instance, another
domestic producer was apparently able to obtain permits for a Humboldt Bay
site near Exxon's proposed site in a matter of months 43/ instead of the two

years it took Exxon.

41/ Tr.H. at 139, 174.
42/ The Economics Group pre-hearing brief at 183-84.
43/ Id. at 159-60.
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Respondents cited several Commission determinations to support their
arguments alleging nonresponsive bidding. 44/ However, the factual
situations underlying those determinations are different from the facts in
.this investigation. Kaiser and the other domestic producers are
well-established companies that submitted bids to produce the product
requested at the time requested. The oil companies voiced doubts about
whether such offers of timely delivery could be adequately relied upon in
light of the financial consequences of delay, but such doubts do not make the
bids themselves nonresponsive.

This investigation revealed that Kaiser and other West Coast jacket
producers did not present the oil companies with bids that accorded with every
element of the o0il companies' specifications and tetms. However, on balance
we do not find that these shortfalls constitute nonresponsiveness. 43/ The
total dominance of the market by Japanese and Korean unfairly traded imports
caused material injury to the domestic producers of all or almost all of West

Coast production.

44/ See Certain Commuter Airplanes frowm France and Italy, Invs. Nos.
701-TA-174-175 (Preliminary), USITC Pub. 1269 (July 1982), where the single
domestic producer was a new company with no production facilities, no real
experience, and no proper specifications for the proposed planes; Certain
Automated Fare Collection Equipment and Parts Thereof from France, Inv. No.
701-TA-200 (Preliminary), USITC Pub. 1323 (Nov. 1982), where the sole domestic
producer submitted an admittedly nonresponsive bid hoping to force a new
bidding process based on different product specifications and different time
limits; Cell-Site Transceivers and Subassemblies Thereof from Japan, Inv. No.
731-TA-163 (Final), USITC Pub. 1618 (Dec. 1984), where the Commission found
that one large contract awarded to the Japanese was not a "lost sale” because
the domestic company submitted a bid based on a different type of equipment
from that requested by the buyer.

45/ We note our doubts that the winning Korean and Japanese bids were perfect
in every regard. The Korean producers in particular were relatively unknown
to the oil companies.

16
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Material injury by reason of imports of piles from Japan and Korea

We find that the national offshore platform piles industry is materially

46/ 41/ 48/

injured by imports of piles from Korea and Japan. Based on

‘shipments, import penetration from Japan rose from 4.0 percent in 1982 and

zero in 1983-84 to 14.5 percent in 1985. Korea went from zero in 1982-84 to

49/ Also, there have been relatively high levels of

50/
sales by Japanese and Korean producers throughout the period. =  This

10.5 percent in 1985.

occurred at a time when domestic shipments, profits, and employment all fell.
Respondents made no arguments and the Commission found no evidence that the
domestic piles industry was incapable of making these piles. The domestic
producers were simply underbid, 21/ resulting in a sudden and large import
penetration from both Korea and Japan. We conclude that the domestic piles

industry was materially injured by these unfairly traded imports.

46/ Again we note that cumulation is appropriate in this case due to the fact
that in the bid process the Japanese and Korean piles are competitive with
each other and with the domestic piles. However, we are able to reach
affirmative determinations on an individual country basis.

47/ Vice Chairman Liebeler does not join this section. See her Additional
and Dissenting Views which follow.

48/ Commissioner Brunsdale's determination of material injury by reason of
imports of piles is based on cumulation.

49/ Report at A-44, Table 18.

50/ Id. at A--18, Table 3.

51/ Id. at A-46 - A-50. Specific bid prices are confidential.
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ADDITIONAL AND DISSENTING VIEWS OF VICE CHAIRMAN LIEBELER

Investigation Nos. 701-TA-248 (Final) & 731-TA-259-60 (Final)

I determine that an industyiy in the United States is
materially injured by reason of dumped imports of offshore
platform jackets from Japan and the Republic of Korea
("Korea"). I further determine that no industry in the
United States is materially injured, or threatened with
material injury, or materially retarded, by reason of
subsidized offshore platform jackets or piles from Korea or

1
dumped imports of piles from Japan and Korea. I concur in

the result reached by the majority with respect to like
product, domestic industry, regional industry and condition
of the domestic jacket industry. I offer these views to
clarify my decision with respect to several of these issues

and to discuss causation.

In the present case, the Commission has decided that
piles are not like jackets. Although I agree with the

majority’s conclusion and much of their reasoning, further

1

Because the domestic industry is well-established, the
issue of material retardation need not be addressed.

19
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2
analysis is appropriate.

Jackets and piles are used together to form offshore
drilling platforms. Economists refer to products that are
used togeﬁher as complementary goods. The Commission has
decided several cases recently involving complementary goods
that were "like products." For example, in Cellular Mobile

3
Telephones and Subassemblies Thereof from Japan, the

Commission majority decided that transceivers (a box which
usually sits in the trunk and receives and transmits calls)
were like control units (handset and cradle resembling and
performing functions of the telephone). "Like products" and

"complementary goods", however, are not synonymous.

One major distinction between piles and jackets is that
piles require little assembly after fabrication while
fabricated subcomponents of jackets undergo a long and
expensive assembly process before they are recognized as

jackets, either visibly or under the tariff schedules. Thus,

2

The majority’s distinctions between piles and jackets
include differences in use, the bidding process, the
facilities used for production, and transportation costs.

3
Inv. No. 731-TA-207 (Final), USITC Pub. 1786 (1985).

20
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assembly provides a jacket with its characteristics and

uées. The different effects of fabrication and assembly on
the identities of the separate products is one indication
that fabrication standing alone is not sufficient to
determine what constitutes the like product or the domestic
jacket industry. Moreover, fabrication can be done by many
different steel manufacturers. Assembly, on the other hand,
is very specialized and requires experience particular to the

4
platform business, not just the steel business.

Since piles can be fabricated anywhere and transported
relatively easily, the pile industry is a national industry.
Conversely, since domestic jacket assembly for the West Coast
occurs exclusively on the West Coast, and imports of jackets
are wholly concentrated on the West Coast, I find that the

5
regional industry criteria are met for the jacket industry.

4

Fabricators of the raw material for jackets may be
injured by imports of the finished product, just as
fishermen may be injured by processed fish. Where, as
here, a fabricator can easily switch to manufacturing a
different product, its presence in the industry definition
is not warranted. :

5 | .
The requirement that there be little outflow from the
region is also met. Jackets are not assembled on the West
Coast and transported to the Gulf. 19 U.S.C. 1677(4) (C).

21
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In order for a domestic industry to prevail in a final

investigation, the Commission must determine that the duﬁped
imports cause or threaten to cause material injury to the
domestic industry producing the like product. First, the
Commission must determine whether the domestic industry
producing the like product is injured or is threatened with

6
material injury. Second, the Commission must determine

whether any injury or threat thereof is by reason of the
dumped or subsidized imports. Only if the Commission answers
both questions in the affirmative will it make an affirmative

determination in the investigation.

The statutory language used for both parts of the
two-part analysis is ambiguous. "Material injury" is defined
as "harm which is not inconsequential, immaterial, or

unimportant." The term harm is'undefined. As for the

6

I concur with the majority on the condition of the West
Coast jacket industry. I do not concur with the
majority’s assessment of the condition of the domestic
piles industry. The financial data on jackets and piles
is aggregated. Because the piles industry constitutes a
small percentage of this aggregate data, it is difficult
to discern any meaningful information about the piles
industry. The decline in value of shipments during the
period of investigation provides the only indication that
the piles industry is suffering harm. For purposes of
this opinion, I will assume that the piles industry is
materially injured.

22
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causation test, "by reason of" lends itself to no easy

interpretation. Therefore, it is proper to look to the

legislative history for guidance.

The ambiguity arises in part because it is clear that the
presence in the United States of foreign supply will always
make the domestic industry worse off than if no competing
imports had occurred. Any time a foreign producer exports
products to the United States, the 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 dumping or subsidy
finding and a Commission finding that financial indicators
were down were all that were required for an affirmative
determination, there would be no need to inquire further into

causation.

But the legislative history shows that the meré presence
of LTFV imports is not sufficient to establish causation. 1In
the legislative history to the Trade Agreements Act of 1979,
Congress stated:

The ITC will consider information which indicates
that harm is caused by factors other than the

7
less-than-fair-value imports.

7
Report on the Trade Agreements Act of 1979, S. Rep. No.

249, 96th Cong. 1lst Sess. 75 (1979). ’
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Tﬁe Senate Finance Committee emphasized the need for an
exhaustive causation analysis, stating, "the Commission
must satisfy itself that, in light of all the information
presented, there is a sufficient causal link between the

8
less-than-fair-value imports and the requisite injury."

The Finance Committee acknowledged that the causation
analysis would not be easy: "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 I‘I‘C."9 Since the
domestic industry is no doubt worse off by the presence of
any imports (whether LTFV or fairly traded) and Congress
has directed that this is not enough upon which to base an
affirmative determination, the Commission must delve

further to find what condition Congress has attempted to

remedy.

In the legislative history to the 1974 Act, the Senate

Finance Committee stated:

24
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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. * * *
The Antidumping Act is designed to discourage and
prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a

10
United States industry.

Thus, the focus of the analysis must be on what

constitutes unfair price discrimination and what harm

results therefrom:
[T]he 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

11
price.

This "difficult and complex" judgment by the
Commission is aided greatly by the use of economic and
financial analysis. One of the most important assumptions

of traditional microeconomic theory is that firms attempt

10
Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.

Id‘
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12
to maximize profits. Congress was obviously familiar
with the economist’s tools: "[I]mporters as
prudent businessmen dealing fairly would be interested in
maximizing profits by selling at prices as high as the

13
U.S. market would bear.

An assertion of unfair price discrimination should be
accompanied by a factual record which can support such a
conclusion. In accord with economic theory and the
legislative history, foreign firms should be presumed to
behave rationally. Therefore, if the factual setting in
which the unfair imports occur does not support any gain
to be had by unfair price discrimination, it is reasonable
to conclude that any problems the domestic industry is
suffering should not be treated as being "by reason of"

such imports.

In many cases unfair price discrimination by a

competitor would be irrational. In general, it is not

12 A
See, e.g., P. Samuelson & W. Nordhaus, Economics 42-45
(12th ed. 1985); W. Nicholson, Intermediate Microeconomics

‘and Its Application 7 (3d ed. 1983).

1
1

!

13

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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rational to charge a price below that which is necessary

to sell one’s product. 1In certain circumstances, a firm
may try to capture a sufficient market share to be able to
raise“its price in the future. To move from a poéition
whefe the firm hés no market power to a position where the
firm has such power, the firm may lower its price below
that which is necessary to meet competition. It is this
condition which Congress must have meant when it charged
us "to discourage and prevent foreign suppliers from' using
~unfair price discrimination practices to the detriment of

14
a United States industry."

In Certain Red Raspberries from Canada, I set forth a
framework for examining what factual setting would merit

an affirmative finding under the 1aw interpreted in light
L : : 15
of the cited legislative history.

_.The stronger the evidence of the following . . .
the more likely that an affirmative determination
‘will be made: (1) large and increasing market
share, (2) high dumping margins, (3) homogeneous
‘products, (4) declining prices and (5) barriers

Id.
15

Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

27
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to entry to other foreign producers (low
16
elasticity of supply of other imports).
The statute requires the Commission to examine the volume

of imports, the effect of imports on prices, and the

17
general impact of imports on domestic producers. The

legislative history provides some guidance for applying
these criteria. The five factors incorporate both the
statutory criteria and the guidance provided by the

legislative history. I evaluate each of these factors in

turn.

Let us start with import penetration data. A large
market share is a necessary condition for a seller to
obtain or enhance market power through unfair price
discrimination. The statute requires that, under certain
conditions, imports of two countries must be cumulated to
determine the effect of the imports on price and volume.
Cumulation is mandated when imports from two or more
countries compete with each other and with like products

of the domestic industry and are subject to

16
Id. at 1e.

17
19 U.S.C. 1677(7) (B)-(C) (1980 & cum. supp. 1985).

28
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18
investigation. The dumped imports of jackets from
Japan and Korea meet these criteria. This is also true
for the dumped imports of piles from these two countries.
The market share for Japan and Korea for jackets on the
West Coast based on sales has risen from zero in 1982 to
100 percent in 1983-85. The cumulated import penetration
ratio for piles in the national market rose from 4 percent
in 1982 to 25 percent in 1985. All of the imports of

19
jackets and piles were to the West Coast.

I do not cross-cumulate dumping and subsidy
investigations for several reasons.20 First, Commission
treatment of foreign government subsidization of imports
and sales by private firms at LTFV is governed by

different sections of Title VII. This raises a

presumption that Congress intended to treat the two

18
19 U.S.C. 1677(7) (C) (iv) (1985 cum. supp.).

19

This ratio is calculated based on actual imports, not
sales as was done for jackets. Reliable sales data on the
national piles industry are unavailable.

20

In Bingham and Taylor, Div. Virginia Industries, Inc.
v. United States, Slip. Op. 86-14 (Feb. 14, 1986), the
Court of International Trade stated that cumulation across
statutes is required. Until this issue is resolved by the
Federal Circuit I shall not cumulate across statutes.

29
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activities separately. Second, historical Commission

practice has been not to cross-cumulate. This practice
existed prior to the enactment of the statutory cumulation
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
countervailing duty section clearly requires that the
injury be by reason of subsidized imports, not subsidized

21
and dumped imports. 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 duty case based on
dumped imports.22 Thus, the import penetration ratio
based on sales for subsidized jackets from Korea was zero

in 1982, 50.9 percent in 1983, zero in 1984 and 93.7

percent in 1985.

21

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).

22

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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This ratio is less meaningful than in most cases.
Market share in the case of the jacket industry changes by
large amounts depending on how many bids there are and who
wins. Thus, if there are two bids concerning projects of
equal size, and Japan and Korea each get one, Korea’s
share is 50 percent, while if Korea won both bids, its
market share would be 100 percent. Thus, unlike in most
investigations, market share data for the jacket industry
should be aggregated over a period longer than a calendar
year. This provides a mofe accurate picture by getting
rid of the "lumpiness" associated with each individual
sale. The data indicate that Korea’s market share over
the period of investigation is substantially lower than

23
that reported for calendar year 1985.

The second factor is a high margin of dumping or
subsidy. The higher the margin of dumping or subsidy,

ceteris paribus, the more likely it is that the product is

23

" Report at Table 17. The exact figure is

‘confidential. Because the sales numbers are cumulated in
the dumping case, aggregation is less important.
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24
being sold below the competitive price and the more
likely it is that the domestic producers will be adversely
affected by the dumping. The margins of dumping and
subsidy are determined by the Department of Commerce. 1In
this case, the weighted-average dumping margin was 8.92
25
percent for Japan and 17.34 percent for Korea. The

26
subsidy margin for Korea was 4.42 percent.

The third factor is the homogeneity of the products.
The more homogeneous the products, the greater will be the
effect of any allegedly unfair practice on domestic
producers. The evidence on this point is mixed. Bids on
jackets and piles contracts are based on specifications.
The actual physical product should therefore be very
similar. One crucial factor in the production of a

jacket, however, is on-time delivery. Missing the time

24
See text accompanying note 11 supra.

25
Report at A-9-10.

26

All of these margins may vary considerably when the
merchandise is actually entered but these figures serve as
the best information available and represent the amount of
the bond to be posted. The dumping margins are
considerably higher than the subsidy margin. The
probability that the dumping margins are associated with
prices below a competitive price are therefore greater
than for the subsidy margin.

32
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period when installation is possible can delay

27
installation for a year. One indication that the

final product, including delivery, varies from producer to
producer is that oil companies selected a firm other than
the lowest bidder in 5 of 11 West Coast projects for which

.28
the Commission has data.

The fourth factor is declining prices. Evidence of

declining domestic prices, ceteris paribus, might indicate

that domestic producers were lowering their prices to
maintain market share. Evidence with respect to price
trends is not usable in this case because jackets and
piles vary substantially from platform to platform. Thus,
the fact that one jacket or set of piles may cost more or
less than the last one is irrelevant because the

specifications are different.

27

Report at A-51-52. The oil companies argued that the
state of readiness of the assembly site is a key predictor
of whether a jacket will be ready on time. Because
Kaiser’s sites were either blocked by bridges, or not
fully-permitted, the oil companies contend that Kaiser’s
bids were non-responsive. Although there is merit to
these arguments, they cannot apply to all bids. For
example, Exxon had already obtained permits for a site for
its Santa ¥Ynez Unit project.

28
Report at A-51.
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The fifth factor is barriers to entry. The presence'
of barriers to entry makes it more likely that a producer
can gain market power. The only foreign countries
currently assembling jackets for the U.S. market are Japan
and Korea. Assembly experience is one of the main factors

29
" relied on by oil companies to qualify bidders. Thus,

it would probably take some time before capacity from
other countries could be a factor in the U.S. market.30
Because the production of piles is essentially a
fabrication process, barriers to entry should be lower for
this industry, although there have been no imports of

31
piles from other countries as yet.

These factors must be balanced in each case to reach a
sound determination. In the case of dumped jackets, the

100 percent cumulated West Coast market share for Japan

29
Report at A-46-A-50.

30

Both Japan and Korea have excess capacity. Total
Korean and Japanese jacket assembly capacity increased
approximately 80 percent during 1982-1985. Report at
Tables 14-15.

31
Total Korean and Japanese capacity to produce piles
has increased approximately 10 percent during 1982-1985.

34
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.and Korea, together with the moderately high margins and

the barriers to entry compel the conclusion that the

32
statutory criteria have been met. Corroborating this

is some evidence that Kaiser is less likely to win future
bids the longer its time between assembling jackets.33
This may be an added entry barrier that makes unfair price
discrimination more attractive. Thus, I determine that an

industry in the United States is materially injured by

reason of dumped imports of jackets from Japan and Korea.

With respect to subsidized jackets from Korea, market
share is not as large, the subsidy margin is very low, and
there is no barrier to further entry by Japan. It is also
evident that there is little prospect for future imports
of jackets given the predicted price of o0il in the near

34
future. I conclude, therefore, that an industry in

32 :

As explained earlier, because individual platforms are
not comparable in terms of specifications and because
there are so few projects, data on pricing and homogeneity
are not very useful in this case. See text accompanying
notes 24-28, supra.

33

Report at A-46-A-50. See also Transcript at 94
(Preliminary) (May 13, 1985).

34
See Certain Ethyl Alcohol from Brazil, Inv. Nos.
(Footnote continued on next page)
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the United States is not materially injured, or threatened

with material injury, by reason of subsidized imports of

jackets by Korea.

The case for piles is more difficult. Most of the
jacket and pile data is aggregated. The data indicate
however, that despite relatively constant domestic
shipments of piles, the value of pile shipments has

35
declined approximately 40 percent. The decrease in

value is clearly not due to imports. The drop in the
value of piles occurred between 1982 and 1983, a period
when imports of piles decreased to zero. Moreover, the
per ton value of shipments remained nearly constant during
1982-85, despite the increase in imports in 1985. The
reason for the decline in value between 1982 and the
subsequent years is the decline in the real price of oil.
When the price of oil drops, oil exploration declines. As
0il exploration declines, the demand for oil exploration

equipment, such as piles, also declines. This would

(Footnote continued from previous page)

701-TA-239 (Final) & 731-TA-248 (Final), USITC Pub. 1818
(March 1986).

35
Report at Table 7.
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account for the decrease in the amount paid for

36
piles. Thus, my analysis of the factors indicates

that an industry in the United States is not materially
injured or threatened with material injury by reason of
LTFV imports of piles from Japan or Korea. The analysis
above applies equally to subsidized piles from Korea. I
therefore determine that an industry in the United States
is not materially injured or threatened with material

injury by reason of subsidized imports of piles from Korea.

36

This would also account for part of the story with

respect to jackets but not enough to warrant a negative
determination.

37



38



INFORMATION OBTAINED IN THE INVESTIGATIONS

Introduction

On April 18, 1/ and April 19, 1985, 2/ petitions were filed with the U.S.
International Trade Commission and, on April 19, 1985, with the U.S.
Department of Commerce by counsel on behalf of Kaiser Steel Corp., Napa,. CA,
and the International Brotherhood of Boilermakers, Iron Ship Builders,
Blacksmiths, Forgers and Helpers, Kansas City, KS. The petitions allege that
imports of offshore platform jackets and piles from the Republic of Korea
(Korea) are being subsidized by the Govermment of Korea, that imports of
offshore platform jackets and piles from Korea and Japan are being sold in the
United States at less than fair value (LTFV), and that an industry in the
United States is materially injured and threatened with material injury by
reason of such imports.

Accordingly, effective April 18, 1985, the Commission instituted
preliminary countervailing duty and antidumping investigations Nos. 701-TA-248
(Preliminary) and 731-TA-259 and 260 (Preliminary) under the applicable
provisions of the Tariff Act of 1930 (the "Act") (19 U.S.C. 1671b(a) and
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 of such merchandise into the United
States. On June 3, 1985, the Commission determined 3/ that there is a
reasonable indication that an industry 4/ in the United States is materially
injured by reason of imports from Korea of jackets and piles which are alleged
to be subsidized by the Govermment of Korea, and that there is a reasonable
indication that an industry 5/ in the United States is materially injured by
reason of imports from Korea and Japan of jackets and piles which are alleged
to be sold in the United States at less than fair value (50 F.R. 24716, June
12, 1985). 6/

On July 19, 1985, Commerce published its preliminary determination that
certain benefits which constitute subsidies are being provided to
manufacturers, producers, or exporters in Korea of offshore platform jackets
and piles (50 F.R. 29461). As a result of this affirmative preliminary
determination, the Commission instituted investigation No. 701-TA-248 (Final)

1/ Countervailing duty and antidumping petitions with respect to imports of
offshore platform jackets and piles from the Republic of Korea (Korea).

2/ Antidumping petition with respect to imports of offshore platform jackets
and piles from Japan. '

3/ Chairwoman Stern did not participate in these investigations.
4/ Commissioner Eckes found, for the preliminary investigations, that there

are two like products, jackets and piles, and therefore two domestic
industries.

5/ Ibid.
6/ A copy of the Commission’s determinations is presented in app. A.

A-1
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effective July 19, 1985, to determine whether an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports of offshore platform jackets and piles from Korea.

On November 25, 1985, Commerce published its preliminary determinations
that offshore platform jackets and piles from Korea and Japan are being, or
are likely to be, sold in the United States at less than fair value (50 F.R.
48452 and 48454). As a result of these determinations, the Commission
instituted investigations Nos. 731-TA-259 and 260 (Final) effective
November 25, 1985, to determine whether an industry in the United States 1is
materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports of offshore platform jackets and piles from Korea and Japan.

On April 7, 1986, Commerce published its final determination that certain
benefits which constitute subsidies are being provided to manufacturers,
producers, or exporters in Korea of offshore platform jackets and piles
(51 F.R. 11779). At the same time, Commerce published its final
determinations that offshore platform jackets and piles from Korea and Japan
are being sold in the United States at less than fair wvalue (51 F.R. 11788
and 11795). 1/

Notice of the institution of the Commission’s investigations and of a
public hearing to be held in connection therewith was given by posting copies
of the notices in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notices in the Federal
Register of August 7, 1985, and December 12, 1985 (50 F.R. 31932
and 50854). 2/ The Commission’s hearing was held in Washington, DC, on
April 2, 1986. 3/ The Commission voted on these investigations on May 5,
1986, and transmitted its final determinations to Commerce on May 14, 1986.

Offshore platform jackets and piles were included in the Commission’s
investigation No. 332-181 on the conditions of competition between certain
domestic and imported fabricated structural steel products. 4/ Offshore
platform jackets and piles have not been the subject of any other
investigation conducted by the Commission.

The Product

Description and uses

The products covered by these investigations are steel jackets
(templates) and/or piles for offshore platforms, subassemblies thereof that do
not require removal from a transportation vessel and further U.S. onshore

1/ Copies of Commerce’s notices are presented in app. A.

2/ Copies of these notices and notices of postponement of the hearing are
presented in app. A.

3/ A list of witnesses appearing at the hearing is presented in app. B.

4/ Conditions of Competition Between Certain Domestic and Imported
Fabricated Structural Steel Products (Investigation No. 332-181), USITC
Publication 1601, November 1984. A2
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assembly, and appurtenances attached to the jackets and piles. These products
constitute the supporting structures which permanently affix offshore drilling
and/or production platforms to the ocean floor. Appurtenances include
grouting systems, boat landings, preinstalled conductor pipes, and similar
attachments. 1/

The most common type of fixed offshore platform that uses the
jackets-and-piles design is called a "conventional" platform. This type of
platform consists of three major elements: (1) the jacket or template, a
tubular steel structure that extends from the ocean floor to above the
waterline; (2) the piles, steel pipes driven through the open jacket legs or
other guides to provide the platform foundation; and (3) a deck or "topside"
section placed on top of the jacket to provide the required operational
space. 2/ Figure 1 illustrates the component parts of an offshore platform.

Fixed platforms have applications in oceanographic research and as radar
and navigational-aid stations, but they are used principally in drilling for
and producing offshore oil and gas. The development of jackets and piles, as
well as other components of offshore platforms, was fostered by the oil and
gas industry.

History. 3/--In 1887, the first oil well was drilled over water at
Summerland in Santa Barbara County, CA. By 1903, the area became the first
marine oilfield, using rigs from land-based operations supported by wharves.

1/ In its preliminary investigations, the Commission determined "that there
is a single like product, ’'platform jackets and piles,’ due to the integrated
function of the two items and due to the commercial reality that jackets and
piles are most often designed, bid upon, contracted for, and manufactured
together." Commissioner Eckes determined that "there are two like products,
jackets and piles." Offshore Platform Jackets and Piles From the Republic of
Korea and Japan (Investigations Nos. 701-TA-248 (Preliminary) and
731-TA-259-260 (Preliminary)), USITC Publication 1708, June 1985, p. 6.

In the preliminary stage of these investigations, the petitioner stated
that "there is one like product. . . consisting of steel template jackets and
piles. . ." (transcript of the conference in the preliminary investigations,
p. 10). 1In the final stage, however, the petitioner changed its position,
stating that "there are two like products under investigation, jackets and
piles." This position reflects a view that commercial practice has changed.
The tendency of ™oil companies to consider jackets and piles separate products
and to split awards appears to be a trend that will continue as the projects
move into deeper waters" (transcript of the hearing, pp. 7-8). The
respondents in both the preliminary and final stages of the investigations
maintained that there is one like product, jackets and piles (transcript of
the conference in the preliminary investigations, p. 182; transcript of the
hearing, p. 110).

2/ B. McClelland and M. Reifel, Planning and Design of Fixed Offshore
Platforms, Van Nostrand Reinhold Co., New York, 1986, p. 3. Topside
facilities such as decks, deck modules, drilling and production equipment, and
heliports are not included in these investigations.

3/ The information in this section is from McClelland and Reifel, pp. 4-6,
and W.J. Graff, Introduction to Offshore Structures, Gulf Publishing Co.,
Houston, TX, 1981, pp. 4-19. When the sources disagree, Graff is preferred.
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Figure 1.--Component parts of an offshore platform.
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In 1909 or 1910, drilling using platforms began in Ferry Lake in Caddo Parish,
LA. Wooden platforms were constructed atop cypress-tree pilings. The first
well in the Gulf of Mexico was drilled in 1933, in 12 feet of water, from a
wooden platform located 3,000 feet off the coast. Development of the
California and Gulf 011f1e1ds continued, u51ng traditional wooden structures,
until the Second World War.

In 1946, using technology developed during the war, the Magnolia 0il Co.
(Mobil) constructed a platform. supported by 338 steel piles in the Gulf of
Mexico. This unit was the first to use steel piles, and also marked the oil
industry's farthest venture from shore--5 miles. In 1947, Superior 0il Co.
built a platform that supported operations 18 miles offshore in 20 feet of
water. This platform made the first use of steel jackets to brace the
structure below the water line. The jackets were prefabricated onshore in six
substructures and assembled at the installation site using 268 piles. The
piles were driven using the jacket legs as a guide or template.

Offshore construction slowed in the early 1950's until the Submerged
Lands Act of 1953 settled a controversy over ownership of offshore
properties. Then, construction increased rapidly. As a result, jacket and
pile designs evolved and improved. Piles became larger in size and fewer in
number. Unitized jacket structures were fabricated and assembled onshore and
then transported--usually on a barge--to the installation site. The most
dramatic advancement was in the structures’ ability to function in ever deeper
water. In 1955, the first platform in over 100 feet of water was in
operation. 1In 1959, a platform was placed in over 200 feet of water; in 1965,
over 300 feet; and in 1976, over 1,000 feet. These events were as much the
result of improvements in production, transportation, and installation
techniques as in the jackets and piles themselves.

Most of the events outlined above took place in the Gulf of Mexico.
Offshore platforms developed off the coast of California as well, but at a
slower pace. The jackets and piles built for the West Coast had to
accommodate the area’'s deep waters and threat of earthquakes. In 1969, a
blowout and spill from a platform caused the State of California to declare a
moratorium on platform development in its waters. Although it directly
affected only State waters, the moratorium also caused an almost complete halt
in platform installation in Federal waters as well. The moratorium was lifted
in 1977, and platform development recommenced.

Design.--Jackets and piles are designed to handle the various loads
placed upon the platform structure. Operational loads are carried by the
deck. The jacket resists lateral environmental loads, such as water currents,
and transmits these, along with the operational and gravity loads, into the
foundation.. Vertical and overturning loads from the structure are resisted by
the piles. Lateral and torsional loads at the base of the jacket are also
transmitted into the soil by flexure of the piles. 1/

The largest platform using the jacket-and-piles design will be Shell 0il
Co.’s Bullwinkle platform, projected to be installed in 1,350 feet of water in
the Gulf of Mexico in 1988. Bullwinkle will be taller than Chicago's Sears

1/ McClelland and Reifel, p. 3.
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Tower and four times heavier than the Brooklyn Bridge. 1/ It is expected that
pile-supported platforms will be limited to a maximum water depth of about

1,500 feet, primarily owing to the cost of fabrication and certain
installation constraints. 2/

A variation on the design of the conventional platform is the tower-type
platform. This platform can use jackets and piles, but differs from the
conventional platform in that its jacket has large-diameter legs. These legs
permit the structure to float almost entirely above water during transport,
reducing the need for launch barges. The legs also provide additional
protection for wells in harsh environments such as mudslide areas. Tower-type
platforms are comparatively expensive and used for unique projects, so they
are fewer in number than conventional platforms. 3/ Jackets and piles used
with these platforms do not fall within the scope of the product definition in
these investigations. 4/

Other types of fixed offshore platforms do not use the jacket-and-piles
design and so are not included in the scope of these investigations. The
caisson, for example, is the minimum structure needed for offshore development
of a single well. It is a cylindrical or tapered tube enclosing the well
conductor. The caisson is usually used in early field development in water
less than 75 feet deep. Gravity platforms use the weight of concrete or steel
to moor the platform to the seabed. These structures are used in harsh
environments in water up to 1,000 feet deep.

Two platforms currently being tested are similar to fixed platforms but
are more accurately called compliant platforms. 5/ The guyed tower platform
is a steel structure pinned to the ocean floor with buoyant and articulated
columns. The tension-leg platform (which may also be classified as a mobile
platform) is buoyant with extending legs that are assembled onsite. Tension
is placed on the legs to secure the platform to the bottom.

Manufacturing process

A certain amount of preparatory work is necessary for the fabrication and
assembly of steel-jacket platforms. These operations include preparation of
the assembly yard (e.g., installation of underground utilities, drainage
systems, and a skidway for transporting the assembled jacket), construction of
a dock and bulwarks, modification of fabrication facilities, and provision for
additional materials costs (e.g., for anodes, which are attached to and
provide corrosion protection for the submerged part of the jacket).

The production of the jacket and the piles begins with the rolling and
welding of steel plate into tubular members, which are then welded end to end
into different size sections of stock. In large-tonnage platforms, the plate
used to form the tubular members for the jacket can be up to 6 inches thick;

1/ The Wall Street Journal, Nov. 20, 1985.

2/ McClelland and Reifel, p. 5.

3/ Ibid.; pp. 19-23.

4/ Conversations with counsel for petitioner, Apr. 24 and 25, 1986;
Memorandum INV-J-076, Apr. 28, 1986.

5/ McClelland and Reifel, p. 23. A-6
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however, 2-inch-thick steel is more commonplace for most of the jacket
components.

Platform jackets are three-dimensional structures that can be examined in
planes and stages. The platform jacket shown in figure 2 appears to have five
planes and three stages. Three of the planes are the vertical planes formed
" by the two outside legs and one inside leg, and their counterparts directly
behind them (not shown). Two more planes are created by the vertical planes
that would appear if the structure in figure 2 were viewed from the side.

Stages are the three horizontal segments depicted in figure 2. The first
stage extends from the seabed to the first crosspiece, the second stage
extends from the first to the second crosspiece, and the third extends from
the second crosspiece to the first deck level.

In assembly, the members of a single plane are laid out and welded
together on the ground. The lengths of members may or may not match up with
the stages; members of a given plane are welded together until the entire
length of that plane is assembled. The same process is carried out for the
second plane. The two planes are placed parallel to one another, and the
connecting braces and struts are welded onto both planes. The process
proceeds until the jacket is assembled.

Piles are steel pipes that are rolled in pipe mills from plate. At
McDermott, for example, * % *., 1/

Appurtenances are attached during various stages of assembly. The bottom
legs are placed on skid runners, which are flat-bottomed, laminated-wood
cradles that displace weight and furnish a skid for loading. Mud mats,
perforated-wood mats that leave enough leg free to pin the jacket to the
seabed before piles are driven, are attached near the bottom of the jacket.
Other appurtenances, such as the grouting system and the boat landings and
barge bumpers, are attached to the jacket as necessary.

U.S. tariff treatment

Imports of the offshore platform jackets and piles covered by these
investigations are classified under TSUS item 652.97, which includes offshore
0il and natural gas drilling and production platforms and parts thereof. The
column 1 duty rate is 6.2 percent ad valorem and is scheduled to be reduced to
5.7 percent ad valorem effective January 1, 1987. The column 2 rate of duty
is 45 percent ad valorem and is applicable to imports from those Communist
countries and areas specified in general headnote 3(d) of the TSUS.

The least developed developing countries duty rate is 5.7 percent ad
valorem. Imports under item 652.97 are not designated as being eligible for
duty-free entry under the Generalized System of Preferences. However, imports
under this item are eligible for duty-free entry if the product of Israel or
of designated beneficiaries under the Caribbean Basin Economic Recovery Act.

1/ Conversation with * * %  McDermott, Apr. 21, 1986.
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Figure 2.--Typical fixed offshore
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The Nature and Extent of Sales at Less
Than Fair Value and Subsidies

LTFV sales

Japan.--On April 7, 1986, Commerce made a final determination that
offshore platform jackets and piles from Japan are being, or are likely to be,
sold in the United States at less than fair value. 1/ In making its final
determination, Commerce analyzed sales and cost data of Hitachi Zosen Corp.
and Nippon Steel Corp. 2/ Commerce compared the U.S. price based on purchase
price with the foreign market value based on the constructed value of the
imported merchandise. The weighted-average LTFV margins were calculated to be
as follows (in percent):

’ Weighted-average

Firm margin
Hitachi------------------ 8.88
Nippon Steel------------- 9.19
All other companies------ 8.92

Commerce directed the U.S. Customs Service to continue to suspend liquidation
of all entries of offshore platform jackets and piles from Japan entered for
consumption on or after November 25, 1985, and to require a cash deposit or
bond equal to the weighted-average margins described above.

Korea.--On April 7, 1986, Commerce made a final determination that
offshore platform jackets and piles from the Republic of Korea are being, or
are likely to be, sold in the United States at less than fair value. 3/ 1In
making its final determination, Commerce analyzed sales and cost data of
Daewoo Shipbuilding and Heavy Machinery, Ltd. 4/ Commerce compared the U.S.
price based on purchase price with the foreign market value based on the
constructed value of the imported merchandise. The weighted-average LTFV
margin for Daewoo and all other companies was calculated to be 17.34 percent.

Commerce directed the U.S. Customs Service to suspend liquidation of all
entries of offshore platform jackets and piles from Korea entered for
consumption on or after November 25, 1985, and to require a cash deposit or
bond equal to the weighted-average margin described above. Article VI.5 of
the General Agreement on Tariffs and Trade (GATT) and section 772(d)(1)(D) of
the Act prohibit assessing dumping duties on the portion of the margin
attributable to export subsidies. All subsidies found by Commerce in its
countervailing duty investigation are export subsidies. Therefore, for
purposes of calculating appropriate assessments, the amount of the export
subsidies is subtracted from the dumping margins.

1/ 51 F.R. 11788.

2/ Hitachi and Nippon Steel provided actual sales and cost data for jackets
and piles projects completed in mid-1985. Information regarding two projects
by Nippon Kokan K.K. was not analyzed because it was projected data for
platforms scheduled to be completed in mid-1986.

3/ 51 F.R. 11795.

4/ Daewoo provided actual sales and cost data for its jacket and piles
project completed in mid-1985. Information provided by Hyundai Heavy
Industries Co. was not analyzed because it was projected data for a platform

scheduled to be completed in August 1986.
A-9
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Subsidies'

On April 7, 1986, Commerce made a final determination that certain
benefits that constitute subsidies are being provided to manufacturers,
producers, or exporters in Korea of offshore platform jackets and piles. 1/
In arriving at its final determination, Commerce investigated the subsidies
" conferred on three platforms, Harvest and Esther (produced by Daewoo) and
Julius (produced by Hyundai Heavy Industries Co.). The following tabulation
lists the subsidies found by Commerce and their magnitude, expressed as a
percentage of the contract value of the platforms:

Daewoo Hyundai
Subsidy Harvest Esther Julius
Export credit financing from the
Export-Import Bank of Korea:
Pre-delivery loan----------------cccu--- 0.61 - 0.27
Post-delivery loan----------------ccu-u- 7.97 - 2.72

Accelerated depreciation under article

25 of the "Act Concerning the Regu-

lation of Tax Reduction and Exemption"-- - - .15
Tax incentives for exporters under

articles 22, 23, and 24 of the "Act

Concerning the Regulation of Tax

Reduction and Exemption"---------------- .15 0.15 .08

Total subsidy--------------“=--------- 8.73 .15 3.22

As a result of its preliminary determination, Commerce directed the U.S.
Customs Service to suspend liquidation of all entries of offshore platform
jackets and piles that were entered for consumption on or after July 19,
1985. Under Article 5, paragraph 3 of the Subsidies Code, suspensions of
liquidation cannot be imposed for more than 120 days without final
determinations of subsidization and injury. The suspension of liquidation was
discontinued for products entered on or after November 15, 1985. Such
suspension will be reinstated as a result of the Commission’s affirmative
final determination. When Commerce issues a final countervailing duty order,
it will require a cash deposit of 3.22 percent for platform Julius, and of
4.42 percent for all other entries of the subject merchandise. No deposit
will be required for platform Harvest because it has already been entered and
liquidated. Esther has been entered but not liquidated, and liquidation will
not occur until the final duty is determined. 2/

The U.S. Market

Market factors

In the United States, offshore platform jackets and piles are purchased
primarily for use in the construction of oil and gas drilling platforms in the
waters of the Gulf of Mexico and California. The purchasers of these items

1/ 51 F.R. 11779.

2/ 51 F.R. 11788 (Apr. 7, 1986). A-10
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are oil and gas producers that lease offshore tracts from State Governments or
the Federal Govermment, 1/ explore the area, and extract discovered deposits.
As a result, factors affecting the supply and demand for oil and gas--such as
the availability of leases, the quality of mineral deposits, energy
conservation measures, and (as an indicator of the financial impact of these
and other such factors on firms that produce oil and gas) prices--directly

- affect the market for jackets and piles. These factors vary between regions.

As measured by the number of platforms, the Gulf of Mexico is more
densely developed, and thus is the site of a larger market for jackets and
piles, than is the West Coast. The U.S. Department of the Interior estimates
the number of offshore oil and gas platforms and related structures 2/ in U.S.
locations as of January 1, 1986, as shown in the following tabulation:

Number of

Location structures
Alaska----------------- 14
Atlantic--------------- 0
California------------- 35
Gulf of Mexico--------- 3,650
Total-------------- 3,699

The waters of the Gulf oilfields are generally shallower than those off
the West Coast. When water depths are below 400 feet, it is usually
economically advantageous to build several separate platforms to support
drilling equipment, production equipment, crew quarters, and other components
of an offshore production system. In deeper water, all such components are
combined on a single large platform. 3/ The quality of oil has contributed to
the pace of development as well--crude oil from the West Coast tends to be
heavier and so less desirable than that from the Gulf. Governmental
regulation has also influenced the marketplace: California has been more
rigorous than Gulf jurisdictions in its requirements for obtaining permits to
conduct offshore operations. 4/

. The market for jackets, piles, and other platform components was
reportedly "booming" during the 1970’s and early 1980’s, but dropped
precipitously in 1982. Discussions with offshore construction industry
members on the Gulf Coast suggested two basic reasons for the decline. 5/ The

1/ State Governments control territory up to 3 miles offshore (9 miles for
Texas and the west coast of Florida). Areas beyond these distances are under
the control of the Federal Govermment, and are administered by the U.S.
Department of the Interior, Minerals Management Service, under the Outer
Continental Shelf (0CS) Lands Act of 1953.

2/ The term "related structures" includes well guards, caissons, and
artificial islands. Conversation with Mr. Price McDonald, Chief, Offshore
Rules and Operations Division, Minerals Management Service, U.S. Department of
the Interior, Apr. 8, 1986, and U.S. Department of the Interior, Federal
Offshore Statistics, MMS 84-0071, September 1984, p. 45. :

3/ Graff, p. 21.

4/ Conversation with % % %, Offshore Data Services, Feb. 24, 1986.

5/ Conversations with % % %,  Feb. 18, 1986; * * * Feb. 24, 1986; * * *,
Feb. 24, 1986; and * * *, Feb. 24, 1986. ‘ ‘
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first reason was the boom itself. Both workload and prices increased, causing
growth in the industry. The capacity to produce offshore structures grew as
new firms entered the market and old firms expanded their facilities. Yet the
workload did not keep pace with rising capacity, and prices fell. 1In the face
of this decline, the industry did not contract; although some firms folded,
their assets were purchased by new entrants, so that a high level of
competition continued. One firm’s survey indicated that workload in the Gulf
has stayed fairly constant since 1982, but that the region's capacity is four
times greater than the workload. 1/

The second reason for the drop in the platform market is that
construction activity by oil and gas companies slowed. In the Gulf, oil
companies spent about $7.3 billion acquiring leases in 1983. 2/ The offshore
construction industry expected this to translate into higher platform sales,
but the sales did not materialize. When speculating about the factors
affecting demand, some firms noted that energy conservation measures
contributed to a declining demand for fossil fuels, especially natural gas
from the Gulf region. Recent price decreases in oil 3/ have reportedly been
particularly harmful to the offshore construction industry, as oil companies
have made "drastic cutbacks" in their construction plans for 1986 and 1987.

Despite the problems encountered by producers of jackets and piles, the
outlook for the offshore oil and gas industry--and so the offshore
construction industry--may be optimistic. Consider the following assessments
by the U.S. Department of the Interior: 4/

Gulf Coast
In the areawide sales held during 1983 and 1984, a total of 1,999
leases went into effect. . . . The great number of leases .

presents a challenge to industry, for many of these leases will begin
to expire in 1988; each lease that expires prior to being explored
represents a significant lost investment to the lessee. . . . While
few analysts predict that oil prices will rise significantly in the
next several years and greatly alter the economics of offshore
exploration, there is a widely held expectation that overall
(exploratory) activity in the Gulf will increase.

Even after decades of high production flow from the submerged
lands of the Gulf of Mexico, the region retains its preeminent status

1/ Conversation with * * %, Feb. 24, 1986.

2/ U.S. Department of the Interlor Gulf of Mexico Summary Report, MMS
85-0083, October 1984-June 1985, p. 21.

3/ The real price of domestically produced crude petroleum fell from 1982 to
1985, as shown by the following index (1982=100):

Index
1982--------- 100.0
1983--------- 92.9
1984--------- 91.3
1985--------- 84.4

4/ U.S. Department of the Interior, Gulf of Mexico Summary Report, MMS
85-0083, October 1984-June 1985, pp. 21-24 and 49-50; and Pacific Summary
Report, MMS 85-0040, April 1985, p. 42.
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as a world leader in offshore production. The numerous, significant
discoveries being made along the deepwater Flexure Trend off Louisiana
and Texas and in the Norphlet formation off Alabama indicate that Gulf
production levels will remain high in the future, even while many
fields are being depleted.

West Coast

0il and gas development activities are increasing off the coast
of California. The rapid rate of exploration during the past several
years has resulted in a number of significant new hydrocarbon
discoveries, particularly the giant Point Arguello find and its
smaller satellite discoveries. . . .(A)ccording to Santa Barbara
County estimates, production may reach some 500,000 barrels per day by
the early 1990s. Development of the Point Arguello field and the
Santa Ynez Unit fields is expected to account for the majority of the
production increase in the near future.

In a telephone conversation with the Commission staff, one industry
official provided his personal assessment that, in 18 months, there will be a
"different industry" on the Gulf Coast. As the offshore construction industry
matures by contracting, and as oil prices level off, three or four large firms
will be left to do the bulk of the work in a relatively stable market. The
three or four firms that will likely remain are * % %, % % % and either * * %
or * ¥ %  or both. 1/

With regard to the West Coast, the respondents assert that "no requests
for new bids for jacket fabrication for West Coast installation are currently
being sought and none are anticipated over the course of the next year or two,
given the drop in oil prices.” 2/ Moreover, according to the respondents, a
May 1985 study by the Office of Technology Assessment (OTA) "reported that
reserves of offshore oil have been overstated by as much as 55 percent." 3/
The respondents state that overestimates of oil reserves and the recent drop
in the price of oil lead "to the conclusion that the level of activity in
offshore platform installation, on the West Coast in particular, will be
slowed substantially." 4/

In April 1985, the U.S. Department of the Interior found that "as many as
12 platforms are projected to join the 16 existing (West Coast) 0CS fixed
platforms by the end of the century." 5/ Currently, contracts for 9 of the 12
projected platforms have been awarded--all for Japanese or Korean production.
Two of the 12 were Pescado platforms ("B1l" and "B2"), but an Exxon
representative stated that, * * ¥, One of the 12, the Heather platform
(formerly called "Sacate"), will not be undertaken until * * %, 6/ The
petitioner reported three additional West Coast platforms scheduled to be bid
in 1985--Shell’'s Hercules platform at Molino Point, ARCO’s Coal 0il Point
project, and Sun Exploration & Development Co.'’s Tricia Prospect project. 7/

1/ Conversations with * * %, Mar. 6, 1986, and Mar. 13, 1986.

2/ Respondent oil companies’ prehearing brief, p. 51.

3/ Ibid., p. 52. ‘ ,

4/ Ibid. ‘

5/ U.S. Department of the Interior, Pacific Summary Report, MMS 85-0040,
April 1985, p. 42.

6/ Conversation with * * %, Exxon, Apr. 16, 1986.

7/ Petition, exhibit 3.
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The Hercules platform is currently * * %, 1/ The Coal 0il Point project is
scheduled to * * *, 2/ Sun has * * %, 3/ Interior Department staff have
identified as many as 10 additional sites for which no plans have yet been
filed, but, when oil prices warrant, these locations will be the likely points
of future platform construction. 4/

Mr. Wallace J. Sutherland, Acting Director of the Interior Department’s
Pacific OCS Region, stated that there is "no doubt" that declines in oil
prices have reduced oil exploration and current platform development. He
noted, however, that oil prices have fluctuated dramatically in recent years,
and that if prices returned to about the $20 per barrel range, platform
development would be economically viable. Although not responding directly to
the OTA study, Mr. Sutherland stood by the Department's analysis of the oil
reserves offshore California (quoted above) and the generally optimistic
outlook for their eventual development. 5/

This outlook was echoed by * * *, ARCO Exploration and Technology Co.
* % % stated that ARCO is * * * with its proposed West Coast platform at Coal
0il Point, believing that * * *. He expects that the offshore California
oilfield will be the site of "prolific production and a lot of construction
activity" in the late 1980’s. He explained that Alaska’s Prudhoe Bay and
North Slope oilfields are in decline. Residual involvement in these areas
will go on past the end of the century, but, in the period 1988-90, offshore
California activity will increase to compensate for the Alaskan decline.
California’s "new" oilfields, with high oil levels and pressure, are those to
which the industry looks for "exciting" developments. 6/

Regional industries

The petitioner alleges that there is a national industry producing piles
in the United States, but that there are two regional industries producing
jackets. One regional industry, located in the Gulf Coast, produces jackets
for platforms located in the Gulf of Mexico. The other industry, located on
the West Coast, supports platform construction off the coasts of California,
Oregon, Washington, Alaska, and Hawaii. 7/ Kaiser and other U.S. producers
that have been responsive bidders on West Coast platform projects constitute

1/ Conversation with * * %, Shell, Apr. 15, 1986.

2/ Conversation with * * %, ARCO Exploration & Technology Co., Apr. 15, 1986.

3/ Conversation with * * *, Sun Exploration & Production Co., Apr. 18, 1986.

4/ Conversation with Mr. Wallace J. Sutherland, Acting Director, Pacific 0CS
Region, Minerals Management Service, U.S. Department of the Interior,
Apr. 15, 1986.

5/ Ibid., Apr. 14, 1986.

6/ Conversation with * * %, ARCO Exploration & Technology Co., Apr. 15, 1986.

7/ Petitioner's prehearing brief, pp. 15 and 26. In the preliminary stage
of these investigations, the petitioners alleged that there were two regional
industries producing a single like product, jackets and piles (AD petition
(Japan), pp. 37-42; AD petition (Korea), pp. 43-47; CVD petition (Korea), pp.
53-57). 1In changing its position, the petitioner noted the absence of
physical barriers to the shipment of piles between regions, and the increasing
trend toward splitting the bids for projects between jackets and piles

(prehearing brief, pp. 26-27). A-14
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the industry producing jackets in that region. 1/ The petitioner makes the
following points to support its allegation: '

-- Kaiser supplies 100 percent of its output to the West Coast region.

-- Demand in the West Coast market is not supplied to any meaningful
degree by producers located outside of the region.

-- One hundred percent of the imported Japanese and Korean platform
jackets are sold in the West Coast region.

The petitioner asserts that the West Coast is an isolated market because
of transportation barriers between the Gulf Coast and the West Coast and
because a regional assembly yard (which is needed to participate in a regional
market and defines whether a producer is located in a region) is a substantial
portion of the total production process. With regard to the transportation
issue, almost all of the jackets sold on the West Coast since 1982 were too
large to transport through the Panama Canal. 2/ The only alternative to
towing a jacket through the canal is to tow it around South America. No
jacket is known to have been so transported, and the petitioner maintains that
such an undertaking would be prohibitively costly and risky. With regard to
the assembly yard issue, the petitioner maintains that the assembly stage of
the production of its jacket, for platform Eureka, accounted for **%* percent
of the total value added. Thus, the petitioner concludes, "a combination of
important factors, including transportation barriers and the critical
importance of assembly in the production of jackets, serves to completely
isolate the West Coast jacket market from the Gulf Coast jacket market." 3/

The respondents, however, maintain that the West Coast is not an isolated
market. They assert that, in a fluid market, producers travel to an assembly
site, but that the location of the assembly site is not a "definitive
indicator of market participation." The respondents also argue that Kaiser
and the producers héadquartered on the Gulf Coast are in the same competitive
position with regard to bids for West Coast platforms: Kaiser's Vallejo yard
cannot be used to assemble larger jackets, and its Terminal Island yard is not
a "viable fabrication yard." Thus, no U.S. producer has anything more than a
potential West Coast assembly yard. The respondents also note that market
participants do not perceive a regional market, since the oil companies
"regularly solicit and receive bids from the Gulf Coast firms" for West Coast
projects. 4/

In the preliminary investigations, the Commission declined to find
regional industries. 5/ Data relevant to this issue, including U.S.-
production, imports, and apparent consumption, are presented in the

1/ Petitioner’s prehearing brief, app. B, p. 20.

2/ The only known instance of transportation of a platform jacket from the
Gulf Coast to the West Coast via the Panama Canal occurred in 1966, when
"(f)or economic reasons the platform (Holly) was fabricated at a construction
yard in the Gulf of Mexico and the completed components were towed over 4000
miles . . . to the offshore site." Graff, p. 1l4.

3/ Petitioner’s prehearing brief, p. 17.

4/ Respondent oil companies’ prehearing brief, pp. 10-14.

5/ Offshore Platform Jackets and Piles from the Republic of Korea and Japan
(Investigations Nos. 701-TA-248 (Preliminary) and 731-TA-259-260
(Preliminary)), USITC Publication 1708, June 1985, p. 8.
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appropriate sections of this report. A description of the jackets and piles shipped to
the West Coast from 1982 to 1985, or contracted for future shipment, is presented in
table 1.

Table 1.--Offshore platform jackets and piles: Sales and
shipments to the West Coasc, 1/ by platfcrms

Platform : : : . f : Year f Year
name : Purchaser : Producer : Quantity : Value sold 2/  shipped
: : T Short & 1,000 :
U.S.-produced: : : : tons : dollars :

Eureka:- : : : : : :
Jacket-------- : Shell : Kaiser %/ : *kk *%% 1982 : 1984
Piles--------- : Shell : McDermott 4/ : *xdk dkk *kk 1984

Imported from : : : : :
Japan: :

Editﬁ: : : : : : :
Jacket-------- : Chevron : Nippon Steel g/ : *kk *hk o 1981 Fkk

" Piles-----v--- : Chevron : Nippon Steel 5/ : *kk *kk 1981 : *kk

ermosa : : : : : :
Jacket-=------- : Chevron : Hitachi Zosen : *kAk 1 *kk . 1983 : 1985

. Piles~-------- : Chevron : * % % 6/ : *kk *kk 1983 : 1985
rene: : : : : : :
Jacket--------: Union : Nippon Steel : *kk o *h% 1984 1985

H'gi%es --------- : Union : Nippon Steel : *k%k o *kk 1984 1985
idalgo : : : : : :
Jacket-------- : Chevron : Nippon Kokan : xRk *kk o 1984 : 7/ 1986

c E%les --------- : Chevron : Nippon Kokan : *kk *kk 1984 : 7/ 1986

ail: : : : : : :
Jacket-------- : Chevron : Nippon Kokan : *kk *kk 1984 : 7/ 1986

PPgilgs --------- : Chevron : Nippon Kokan : *kk *kk 1984 : 7/ 1986
S A : Exxon : Nippon Steel  : *kk *kk D 1985 7/ kkk
Piles--------- : Exxon : Nippon Steel : 9/ : *k% 1985 : 7/ Kw%

Imported from : : : : : :
Korea: : :

Harvest: : : : : : :
Jacket-------- : Texaco : Daewoo : *%% o *k%k 1983 : 1985
Piles--------- : Texaco : Daewoo .o *kk dkk 1983 1985

Esther : : : : : :
Jacket-------- : Chevron : Daewoo : 400 : *k%k . 1985 : Lt

3 {;Ies --------- : Chevron : Daewoo : *k%k 10/ : 1985 ok

ulius: : : : : : :
Jacket-------- : Cities ¢ Hyundai : *kk o *kk o 1985 : 7/ 1986

SYgi%ij --------- : Service : Hyundai : Fkk o *kk ¢ 1985 : 7/ 1986
JacKet-------- : Exxon : Hyundai : *hk *kk 1985 @ 7/ wkk
Piles--------- : Exxon M A : 39,450 : 12/ : *%% 1 T2/

1/ All platforms are located off the coast of California, except as noted.

2/ Year of contract award.

3/ West Coast producer.

4/ Gulf Coast producer.

5/ The prime contractor on this project was reportedlj * % %; it imported the jackets
and piles from Japan.

6/ % % %,

%/ PrOJected
8/ Point Pedernales Unit (Independence platform).

9/ % % %,

10/ Value of piles is included in that of the jacket.

11/ The Santa Ynez Unit consists of two sets of jackets and piles, known as "Harmony" and
"Heritage" (formerly known as "Hondo B" and "Pescado A"). The source for data on the
producer of piles is a conversation with * * *, Mar. 19, 1986.

12/ Not available. A-16

Source: Petitioner’s prehearing brief, p. 6a (West Coast Platform Recap, 1979-85), and
data submitted in response to questionnaires of the U.S. International Trade Commission.
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Apparent U.S. consumption

Apparent U.S. consumption of offshore platform jackets and piles declined
by 15 percent, from *¥%* tons in 1982 to **¥ tons in 1983 (table 2). 1In 1984,

Table 2.--Offshore platform jackets and piles: Apparent
U.S. consumption, by regions, 1982-85

(In short tons)

Item ; 1982 : 1983 : 1984 : 1985
West Coast: :

Jackets: : : St :
U.S.-produced 1/--------- : 0 : 0 : *kk 0
Imported from Japan------ : LN 0 : 0 : ok
Imported from Korea------ : 0 : 0 : 0 : fadatad

Total------------------ : *kk 0 : Fx% Fkk

Piles: : : : :
U.S.-produced 1/--------- : 0 : 0 : *xk 0
Imported from Japan------ : Fkk 0 : 0 : Fkk
Imported from Korea------ : 0 : 0 : 0 : *%%

Total---------ncucunn-- : *kk 0 : *kk ek

Jackets and piles: : : : :
U.S.-produced 1/--------- : 0 : 0 : *¥% 0
Imported from Japan------ : Fkk 0 : 0 : Fokk
Imported from Korea------ : 0 : 0 : 0 : ok

Total----=-----mcmnonononn- : *Xk 0 : *%% *kk
Gulf Coast: : : : :

Jackets 2/--------connaonn : R EE *k% ¢ Fkk

Piles 2/=-----eommmmccmanan : *hk *h% *kk k%

Jackets and piles 2/------- : *x% ] dkk L *xE Fkk

Total, West and Gulf Coast: : :

Jackets: : : : :
U.S.-produced 1/--------- : *k% . *kk . *%k . *kk
Imported from Japan------ : *kk 0 : 0 : Fkk
Imported from Korea------ : 0 : 0 : 0 : fekadad

Total-------ccccceaaanan . *k% *%% *%k% *kk

Piles: : : : :
U.S.-produced 1/--------- : *Rk o xRk *Xk o *kk
Imported from Japan------ : *kk 0 : 0 : ok
Imported from Korea------ : 0 : 0 : 0 : F*hk

Total----ceemmccmmceaa- : *Xx *HE ; *xx TEx

Jackets and piles: : : : :
U.S.-produced 1/--------- T *k% FhX o *Ex *rk
Imported from Japan------ : *kk 0 : 0 : ok
Imported from Korea------ : 0 : 0 : 0 : *kk

Total--ccccccmccmmcnnn- : *R* *xE ; *Rx *Ex

1/ Domestic shipments by U.S. producers. * % * unable to completely
separate data for jackets and piles; data for certain sets of piles are
included in that for jackets.

2/ Domestic shipments by U.S. producers; there were no imports into the Gulf
Coast during 1982-85.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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consumption increased by 77 percent, to *** tons, and in 1985 consumption
declined by 3 percent, to %%%* tons. The Gulf Coast market accounted for 95
percent of total consumption in 1982, 100 percent in 1983, 86 percent in 1984,
and 68 percent in 1985. Gulf Coast consumption decreased by 19 percent from
1982 to 1983, increased by 52 percent from 1983 to 1984, and then declined by
23 percent from 1984 to 1985. On the West Coast, consumption fell from *¥%%

- tons in 1982 to zero in 1983, then rose to *** tons in 1984 and to *** tons in
1985.

The production process for jackets and piles is lengthy, and imports of
these items often do not occur until a year or more following the contract
award. Therefore, consumption statistics that are based upon physical imports
may misrepresent the importance in the market of imported products. Table 3
presents apparent U.S. consumption on the West Coast based upon the date of
contract award of jackets and piles, rather than the date of shipment (for
U.S. production) or the date of import (for foreign production). These data
indicate an even sharper increase in 1985 in consumption--and so a sharper
increase in imports--than is evident from the information presented in table 2.

Table 3.--Offshore platform jackets and piles: Apparent West Coast
consumption based on sales, 1982-85

(In short tons)

Item : 1982 : 1983 : 1984 : 1985
Jackets: : : : :
To be U.S.-produced-------- : *k% 0 : 0 : 0
To be imported from Japan--: 0 : *kk *kk 1/ ke
To be imported from Korea--: 0 : xRk 0 : 2/ *k
Total------cccccacacaa- . *kk *%k% . *%% Xk
Piles: : : : :
To be U.S.-produced-------- : 0 : *kk 0 : 0
To be imported from Japan--: 0 : *kk *kx 1/ 0
To be imported from Korea--: 0 : *%% 0 : 2/ ikl
Total------ccccamaaaaa- . 0 : *%kX *%% ket
Jackets and piles: : : : :
To be U.S.-produced-------- : *kk *k% 0 : 0
To be imported from Japan--: 0 : *kx *kk . Fkk
To be imported from Korea--: 0 : dkk 0 : k%
Total------cccceacacana : *x% E o *%x% *k%
1/ % x %,

2/ The contract to produce the jackets on the Santa Ynez Unit was awarded in
1985. The jackets will weigh **% tons.

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

U.S. producers

Seven firms produced nearly all of the offshore platform jackets and
piles made in the United States during the period of investigation. 1In
addition, one firm entered the industry in 1985. These firms, their
locations, and their current business status are listed below: 1/

Name Location Status

Avondale Industries, Inc.,

Shipyards Division---------- Morgan City, LA * % %
Brown & Root Marine, Division

of Brown & Root USA, Inc---- Houston, TX x* % %
CBI Industries, Inc----------- Oak Brook, IL R
Gulf Marine Fabricators------- Aransas Pass, TX * % X
Kaiser Steel Corp------------- Fontana, CA * k%
McDermott, Inc---------------- New Orleans, LA * k%
Raymond Fabricators, Inc------ Houma, LA * % %
Service Machine Group, Inc---- Morgan City, LA * % %

Avondale. - -Avondale Industries, Inc., Shipyards Division, was * * *_  The
firm's % % % are located on the Gulf Coast, and its production * * * jackets
and piles used in the Gulf of Mexico. 1In 1982 and 1983, Avondale bid on * * *
projects, and in 1985 it bid for * * %. All of these bids were * * %,

* % ¥, Avondale * * * the petition in these investigations.

Brown & Root.--Brown & Root Marine, a division of Brown & Root U.S.A.,
Inc., has a long history in the offshore o0il industry: in 1937, it built the
first Gulf platform to be constructed in an area remote from the shore. 2/
The firm has domestic fabrication and assembly yards located at * * * TX;

* % %; though only the * * * yards handle jackets and piles. The * * * yard
is projected to * * *, 3/ The firm also has * * * in Bahrain, * * *, and
Scotland, all of which produce offshore platforms.

In 1982, Brown & Root bid on * * *,  In 1983 it bid on * * *, * % %, 1In
1984 it bid on * * ¥, Also in 1984, it bid on * * %, * % %  In 1985, the
firm bid on * * ¥, % % %, Brown & Root * * * the petition in these
investigations.

CBI.--CBI Industries, Inc., is the parent company of two firms that were
involved in the production of jackets and piles. One of these, Chicago Bridge

1/ Twenty-eight firms were described by purchasers as being producers of
jackets and piles. The eight firms described in this section accounted for 98
percent of 1985 shipments of jackets and piles as reported by both producers
and purchasers. Two firms that were described by purchasers as being
producers are known to have ceased producing jackets and piles before the
period of investigation. Two other firms described as producers cannot be
located and are believed to be out of business. The status of the remaining
firms, described as being small producers, is uncertain.

2/ Graff, p. 5.

3/ Conversation with * * %  Brown & Root, Apr. 9, 1986.
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& Iron Co., * * %,  CBI Offshore, Inc., and its facility at Pascagoula, MS,
ceased operations * % % in % % % 1984, and * ¥ % % % % During the period
of investigation, CBI produced * % %, 1In 1981, CBI bid on * * %, 1In 1983, it
bid on * * ¥, The firm reported % * %,k % % % % % % (CBI % % % the petition
in these investigations.

Gulf Marine.--Gulf Marine Fabricators is a * * %, % % %, 1/ The * * %
partners in Gulf Marine are former McDermott executives. 2/ The firm % % % in
1985, either * % % or * % * % % % to bid on Shell 0il Co.'’s Bullwinkle
platform. 3/ Bullwinkle, to be located in the Gulf of Mexico, will be the
world’s largest platform. * % %, The venture won the award for the
Bullwinkle jacket in June 1985. % % %, Gulf Marine * * % the petition in
these investigations.

Kaiser.--Kaiser Steel Corp. has fabrication facilities in Fontana, CA,
and Napa, CA; and assembly yards at Terminal Island, CA, and Vallejo, CA.
Through a subsidiary called BOS-KAISER Offshore, Inc., Kaiser has a 49 percent
interest in a joint venture with Bouygues Offshore, a French firm, called
BOS-PACIFIC S.A. de C.V., a Mexican company. BOS-PACIFIC owns an assembly
yard in Ensenada, Mexico. 4/ Kaiser * * ¥ 5/ Kaiser also has a minority
interest in Bullwinkle Constructors, a joint venture established in 1984 with
a Peter Kiewit subsidiary (see discussion above). 6/

Kaiser began an expansion program in mid-1982, * % % It increased the
size of the Napa fabrication facility in 1982, obtained the Terminal Island
assembly yard in October 1983, and purchased a launch barge to provide
transportation for large, deepwater jackets in * * *. 1In 1984, after losing
bids on the West Coast, Kaiser began cutting back. It closed its Oakland
* % %* assembly yards in early 1985, and * * *, A limited amount of
development work has been done at the Terminal Island assembly yard, and no
assembly projects have been undertaken there. In December 1985, Kaiser
* % %, % % ¥, On * ¥ ¥, Kaiser temporarily suspended operations in its
general fabrication facility at Napa, CA. 7/ .

Kaiser has produced only one offshore platform jacket since 1982; it has
produced no piles. With the exception of its role in Bullwinkle Constructors,
it has not bid on jackets and piles for Gulf Coast platforms.

McDermott. - -McDermott International has fabrication and assembly
facilities in Morgan City, LA. * % *.  McDermott has subsidiaries in * * *,
McDermott bid on the following * * * projects:

* * * * * * *

* % %, McDermott takes no position on the petition in these
investigations.

1/ Conversation with * * %, 6 Gulf Marine, Feb. 10, 1986.

2/ The Wall Street Journal, Nov. 20, 1985.

3/ Conversation with * * %, Feb. 4, 1986.

4/ Prehearing brief of the Korea Iron & Steel Association, exhibit A.

5/ Conversation with * * %, Kaiser Steel, Mar. 18, 1986.

6/ Transcript of the hearing, pp. 16 and 20.

7/ Transcript of the hearing, p. 20. A-20
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Raymond. - -Raymond Fabricators, Inc., is * * % % % %_ % % %  Raymond
has production facilities at its Houma, LA, location; * * *., Raymond bid on
* % %, It also bid on * * %, % % % % % % 1/

Service Machine.--Service Machine Group, Inc., is a wholly owned
subsidiary of Terramar Corp., Dallas, TX. 1Its facilities for producing
offshore platform jackets and pilings are * % *. In 1982, Service Machine bic
on * * * and in 1985 it bid on * * *. 1In both bids, assembly was to be done
at * ¥ %, % % % 2/ Service Machine supports the petition in these
investigations.

U.S. assembly capacity.--Domestic assembly capacity to produce offshore
jackets and piles in 1985 is presented in the following tabulation, compiled
from questionnaire data:

Annual capacity
Producer of-- Location (short tons)

Offshore platform jackets:
* * * * * * *
Total, jackets-------=----- : - 280,512
Offshore platform piles:
* | * * * * * *
Total, piles-------------- 154,900
Offshore platform jackets and piles:
* * * * * * *

Total, jackets and piles-- 435,412

U.S. importers

Importers of jackets and piles to the United States are generally oil
companies that purchase the items for specific offshore platforms. In a few
instances, the importer of record is the prime contractor hired by the
purchaser to arrange for fabrication, transportation, and installation of the
platform. Ultimately, the importers or purchasers of imports are, then, the
oil companies with offshore platform projects. The following firms have
imported or contracted to import the indicated products (imports for the
indicated platforms include both jackets and piles except as noted; imports

are for use on the West Coast except as noted; import dates after 1985 are
projected):

1/ Conversation with * * *, Raymond Fabricators, Inc., Feb. 24, 1986.
2/ Conversations with * * %, Service Machine Group, Inc., Feb. 18, 1986.

A-21



A-22

Platform Date of Country
Firm name ~ import of origin
Chevron U.S.A., Inc------------ Edith Fkk Japan
Hermosa 1/ 1985 Japan
Esther *kk Korea
Hidalgo 1/ 1986 Japan
Gail 1986 Japan
Cities Service 0il & Gas Corp-- Julius 2/ 1986 Korea
Exxon Company, U.S.A.---------- PPU 3/ *kk Japan
SYU 4/ *kk Korea
Shell 0il Co---------=--c--wuu- Bullwinkle 5/ Fkk Japan
Texaco, Inc-------=---ccccomon- Harvest 2/ 1985 Korea
Union 0il Co------------------- Irene 1985 Japan

1/ Imported in partnership with % * *,

2/ Imported in partnership with * * %,

3/ Point Pedernales Unit (Independence platform).

4/ Santa Ynez Unit (platforms Harmony and Heritage). Informaticn presented
is for jackets; * * %,

5/ Imports for the Bullwinkle platform include, at this time, * * %,
Bullwinkle will be located in the Gulf of Mexico.

In addition to the firms discussed above, six firms responded to
Commission questionnaires. One of these is Marathon 0il Co. that contracted
for Steelhead, a tower-type platform to be installed in Cook Inlet, AK, in
*%%, Steelhead is reportedly not included in the scope of the petition in
these investigations. 1/ Two firms are partners in imported platforms:
Phillips Petroleum Co. and * * %, Three firms have platforms * % *: ARCO
Exploration & Technology Co., Mobil Exploration & Producing Services, Inc.,
and Sohio Petroleum Co.

Channels of distribution

Transportation and installation.--Offshore platform jackets have tubular
steel substructures supported and anchored to the ocean floor by steel pipe
piling. The jackets and pile lengths are fabricated and assembled onshore and
transported to the offshore site, where the jacket is launched. After
securing the jacket and piles, the platform deck modules and other topside
facilities are installed. ’

According to the petitioner, there are perhaps as few as five launch
barges in the world capable of conveying very large platform jackets, and the
0il company or contractor must schedule a launch barge long in advance of
completion of assembly. Kaiser entered the transportation business when it
purchased a launch barge * * *,

Upon completionAof a jacket assembly, a launch barge is docked at the
assembly site and the jacket is pulled by winches or pushed by a hydraulic

1/ Conversations with counsel for petitioner, Apr. 24 and 25, 1986;
Memorandum INV-J-076, Apr. 28, 1986. A-22
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jack system along a skidway onto the barge. The jacket is secured to the
barge, and then the barge is towed to the installation site by two or three
tug boats. At the installation site, the ties that secure the jacket to the
barge are cut, and the jacket slides from the launch barge, top side first,
into the ocean. When first assembled and launched the jacket is buoyant.

Upon launch, the jacket is positioned while it floats. The lower sections are
- flooded, and the jacket settles, base down, until it rests on its legs which
sit on mud mats on the ocean floor.

Installation is generally performed by contractors who specialize in that
type of operation. Once the jacket is positioned on the ocean floor, its
structure forms a guide either at the surface or subsea for pile installation;
it thus acts as a template to properly space and align the piling to match the
deck framing. 1/ Piles are positioned and, using a special pile driving
crane, driven into the seabed, usually 200 to 300 feet, through the jacket
legs, skirt pile sleeves, or both.

After the piles are driven, a grouting material such as concrete is
pumped through the grouting system into the bottom of the legs or skirt-pile
sleeves. The grout fills the interstices between the piles and the
surrounding legs or sleeves. Then conductor tubes are driven through slots in
the jacket about 100 feet into the seabed. The conductor tubes serve as
guides for drilling operations and provide a seal against blowouts and back
pressure.

Decks, living quarters, and other modules are also attached to the
jacket. Equipment, such as cranes and drilling equipment, must also be
transported and installed before drilling and production operations may
commence.

Because of the magnitude of the platform projects, it is not unusual to
have contractors that had competed for various segments of the project to be
working with their competitors who obtained the award for a different segment
of the same project. Chevron, for example, did not solicit foreign bids on
its deck modules, and Kaiser produced deck modules for one or more of the
Chevron platforms for which the jackets and piles were awarded to Japanese
contractors.

Bridge lock.--One of the issues affecting Kaiser's ability to transport
jackets has to do with the location of its assembly yards. Two of the yards
operated by Kaiser during the period of investigation--at Vallejo, CA, and
Oakland, CA--are separated from the open sea by channels of water spanned by
bridges. The height of those bridges limits the size of jackets that can pass
under them. There are no bridges between the launch site and the open sea at
Kaiser'’s third yard, at Terminal Island, CA. The bridges impeding egress from
the Vallejo yard are the Richmond-San Rafael Bridge and the Golden Gate
Bridge; the Oakland yard is within the San Francisco-Oakland and Golden Gate
Bridges. Table 4 compares the jackets that Kaiser competed for and the
relevant bridge heights at Kaiser'’s proposed assembly yards.

1/ McClelland and Reifel, pp. 18-19.
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Table 4.--Offshore platform jackets on which Kaiser bid during the period of
investigation, the estimated height of each jacket, 1/ Kaiser's proposed
assembly location for the jacket, and the vertical clearance of the lowest

bridge 2/ under which the jacket would have to pass when leaving the

proposed yard 3/

Platform

Base Proposed Bridee name . Bridge
name height yard & " height
Eureka--------- 184' O Vallejo : Richmond-San Rafael : 190 feet
Harvest-------- 228' 6" : Terminal Isl.: None : -
Hermosa-------- 213’ 10" Oakland : Oakland-San Francisco : 227 feet
Irene---------- 155’ o Vallejo : Richmond-San Rafael : 190 feet
Hidalgo-------- 189’ 10" Vallejo : Richmond-San Rafael : 190 feet
Gail------ccun- : 210’ 1" : Terminal Isl.: None : -
Esther--------- : 34" O Vallejo : Richmond-San Rafael : 190 feet
Julius 4/------ : 240’ 0" : Terminal Isl.: None : -
PPU Independ- : : :
ence--------- 5/ Vallejo : Richmond-San Rafael : 190 feet
SYU Harmony: : : :
Section 1----: 213’ 8" : Terminal Isl.: None : -
Section 2----: 227' 9" : Terminal Isl.: None : -
SYU Heritage: : :
Section 1----: 290’ 9" : Terminal Isl.: None : -
Section 2----: 206’ 7" : Terminal Isl.: None : -

1/ Measured at the base as the jacket rests on its side on the
transportation barge.

2/ The vertical clearance of the Golden Gate Bridge is 238 feet, higher than
either the Richmond-San Rafael Bridge (190 feet) or the San Francisco-Oakland
Bridge (227 feet).

3/ Measured at low water and at the center or highest point of the span.

4/ Kaiser did not submit a bid on Julius (postconference brief, p. 33).

5/ Not available.

Source: Postconference briefs in the preliminary investigations of
respondent o0il companies, table 1, and Chevron U.S.A., Inc., table 1; Economic
Report of the respondent oil companies, p. 8; petitioner's prehearing brief,
app. F, exhibit F-6; and U.S. Department of Transportation, Bridges Over the
Navigable Waters of the United States, Pacific Coast, COMDTPUB P16590.4,

Aug. 20, 1984,

Consideration of Material Injury
to an Industry in the United States

U.S. production

Aggregate data on the production of jackets and piles were compiled from
responses to Commission questionnaires by eight U.S. producers. 1/ The

1/ The eight producers accounted for 98 percent of total domestic shlpm@g¢s
of Jackets and piles in 1985.
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production process for jackets and piles, particularly for large projects,
takes a number of months. In order to report informatiorn by year, producers
were requested to prorate data for projects that spanned more than one year.
In the responses, the methods of reporting production data ranged from
including all data for the project in the year of completion (¥ * *), to
allocating data between years based on the amount of work completed on a
project (* % %), to estimating data based on employment and productivity
during a period (* * *). As a result, aggregate production data are imprecise.

U.S. producers reported that production of jackets and piles, measured in
short tons, increased by 7 percent between 1982 and 1983, and increased again
by 4 percent from 1983 to 1984 (table 5). 1In 1985, production declined by 10
percent from that in 1984. On the basis of units, domestic¢ production of
jackets was relatively constant during 1982-85. Production of units of piles
(one set of piles for one platform) declined from 1982 to 1983, but then

Table 5.--0ffshore platform jackets and piles:
U.S. production, by region, 1982-85 1/

Source : 1982 : 1983 : 1984 : 1985

West Coast: : :
Jackets-------- short tons--: 0 *xk L ¢
Piles---------------- do---- 0 : 0 : 0 : C
Total-------------- do----: 0 : *X% Fhk (
Jackets---------- units 2/--: 0 : 0 : *kk (
Piles---------------- do---- 0 0 : 0 : (

Gulf Coast : : : :
Jackets-------- short tons--: 79,291 : *%% *%% 76,701
Piles---------------- do----: 58,697 : 55,452 : 56,628 : 61,83¢
Total-------------- do----: 137,988 : *h% L 138,537
Jackets---------- units 2/--: 66 : 61 : *kk 7(
Piles---------------- do----: 72 56 : 75 : 7€

Total : : : :
Jackets-------- short tons--: 79,291 : 91,896 : 96,563 76,701
Piles---------------- do----: 58,697 : 55,452 56,628 61,83¢
Total-------------- do----: 137,988 : 147,348 153,191 : 138,537
Jackets---------- units 2/--: 66 : 61 : 65 : 7(

Piles---------------- do----: 72 : 56 : 75 7€

1/ Data on the tonnage of production of jackets also include piles as

produced by * * *_ Data on units of production do not include units produced
by * * %,

2/ 1 unit is 1 platform jacket and 1 set of piles for 1 platform.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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returned to 1982 levels in 1984 and 1985. One jacket was produced on the West
Coast during the period--Kaiser'’s production for platform Eureka. The balance
of U.S. production took place on the Gulf Coast and, if analyzed separately,
production in the Gulf followed a slightly different trend than that noted
above for total U.S. production. Gulf production fell in 1983 while total
U.S. production increased. 1/

The process for producing jackets and piles can be divided into two
phases: fabrication, the forming of tubes from steel plate, and assembly, the
welding of tubes to form the finished structure. The following tabulation
describes the cost of each phase of production, and the share of total cost
accounted for by each phase, for the average jacket and set of piles installed
or contracted for installation during the period of investigation: 2/

Value Share of total
Jackets Piles Total 1/ Jackets Piles Average
---(1,000 dollars)---- = =-=---- (percent)-------
Fabrication:
Materials----------- 1,423 496 1,919 83.9 93.8 86.2
Labor--------------- 665 86 751 40.7 58.5 42.2
Other--------------- 599 0 599 48.8 - 48.8
Total or average-- 2,687 582 3,269 59.0 86.1 62.5
Assembly:
Materials----------- 273 33 306 16.1 6.2 13.8
Labor--------------- 967 61 1,028 59.3 41.5 57.8
Other--------------- 630 e 630 51.2 - 51.2
Total or average-- 1,870 94 1,964 41.0 13.9 37.5
Total: 1/
Materials----------- 1,696 529 2,225 100.0 100.0 100.0
Labor--------------- 1,632 147 1,779 100.0 100.0 100.0
Other--------------- 1,229 0 1,229 100.0 - 100.0
Total or average-- 4,557 676 5,233 100.0 100.0 100.0

1/ Because of rounding, figures may not add to the totals shown.

The above data on average cost of production are for a jacket of average
size, about 1,900 tons. If data on <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>