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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 731-TA-308 and 310 (Final)

BUTT-WELD PIPE FITTINGS FROM BRAZIL AND TAIWAN

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission unanimously determines, pursuant to section 735(b) of the
Tariff Act of 1930 (19 U.S.C. § 1673d(b)), that an industry in the United
States is materially injured by reason of imports from Brazil and Taiwan of
carbon steel butt-weld pipe and tube fittings, under 14 inches in inside
diameter, 2/ provided for in item 610.88 of the Tariff Schedules of the United

States (TSUS), which have been found by the Department of Commerce to be sold

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

Background

The Commission instituted these investigations effective August 11, 1986,
following preliminary determinations by the Departmenf of Commerce that
imports of butt—yeld pipe fittings from Brazil and Taiwan 3/ were being sold
at LTFV within the meaning of section 731 of the Act (19 U.S.C. § 1673).
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

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

2/ For purposes of these investigations, such fittings may be finished or
unfinished but, if forged, must be advanced beyond forging. Such advancements
may include any one or more of the following: coining, heat treatment, shot
blasting, grinding, die stamping, or painting. Such fittings do not include
couplings (provided for in TSUS item 610.86).

3/ The Commission also instituted investigation No. 731-TA-309 (Final)
concerning imports of butt-weld pipe fittings from Japan subsequent to
Commerce making a preliminary affirmative LTFV determination (51 F.R. 28734,
Aug. 11, 1986). However, Commerce postponed its final determination regarding
imports from Japan until Dec. 19, 1986. |



notice in the Office of the Secretary, U.S. International Trade Commission,

Washington, DC, and by publishing the notice in the Federal Register of

August 27, 1986 (51 F.R. 30557). The hearing was held in Washington, DC, on
October 28, 1986, and all persons who requested the opportunity were permitted

to appear in person or by counsel.



VIEWS OF THE COMMISSTION

The Commission unanimously determines that an industry in the United
States is materially injured by reason of imports of butt-weld pipe fittings
from Brazil and Taiwan that are being sold at less than fair value (LTFV). 1/
performance of the domestic industry, the significant import volumes and
market penetration ratios, and the adverse impact of imports on price trends

for the domestic product during the period of these investigations. 2/

L.ike product/domestic industiy

Section 771(4)(A) of the Tariff ﬁct of 1930 defines "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." 3/ "lLike product" is
defined as "a proéuct*wﬁich is like, or in the absence of like, most
similar in charactéristics and uses wilth the artiéle subject to the
investigation . . . ." 4/

The imports that are the subject of these investigations are

1/ Material retardation is not an issue in these investigations and will
not be discussed.
2/ Chairman Liebeler and Vice Chairman Brunsdale note that Tube Turns,

Inc., opposes the petition and argues that petitioners do not have enough
support from domestic producers of butt-weld pipe fittings for standing. In
response to Commission questionnaires, several firms accounting for between
one~half and two thirds of domestic production of finished butt-weld pipe
fittings supported the petition. Report of the Commission (Report) at A-8,
n.l. Therefore, petitioners have standing to bring this case.

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).



butt-weld pipe Ffittings, both finished and unfinished. 5/ Butt-weld pipe
fittings are used to connect pipe sections where conditions require permanent,
welded connections. 6/ Under pressure, butt-weld pipe fittings provide a
better seal than threaded, grooved, or bolted fittings. Further, installation
and maintenance are easioer and more cost effective than with other types of
fittings. The principal industries that use butt-weld pipe fittings are

construction, shipbuilding, energy, and oil refining. 7/

To determine the like product in these investigations, the Commission has

5/ The "article subject to an investigation" is defined by the scope of
the Department of Commerce's (Commerce) investigation. Commerce has defined
the scope of these invesligations as "carbon steel butt-weld type pipe
fittings, other than couplings, under 14 inches in inside diameter, whether
finished or unfinished, that have been formed in the shape of elbows, tees,
reducers, caps, etc., and, if forged, have been advanced after forging."
These fittings are currently provided for under item 610.88 of the Tariff
Schedules of the United States (TSUS). 51 F.R. 37770 and 37772 (Oct. 24,
1986) .

Evidence was introduced at the preliminary conference that some
"rough~formed" butt-weld pipe fittings, a type of unfinished fitting, were
improperly imported under a forgings classification, TSUSA item 606.7120.
Imports under TSUSA item 606.7120 are not subject to investigation. The
classification problems were attributable to the confusion about what to call
the manufacturing process by which rough-formed butt-weld pipe fittings are
produced from seamless pipe. Some industry sources define the process as
forging while others define it as forming. We define rough—formed bhutt-weld
pipe fittings as butt-weld pipe fittings that have not been further processed
beyond forming in the rough shape of an elbow; tee, or reducer, etc. Report
at A-4. The U.S. Customs Service has recently adopted the position that all
butt-weld fittings made from pipe are classifiable under TSUS item 610.88 as
butt-weld fittings rather than under the forgings classification, TSUSA item
606.7120. '

6/ Report at A-3,

7/ Id.



examined the characteristics and uses of bhutt-weld pipe fittings. 8/ All
butt-weld pipe fittings, whether imported or domestically produced, must meet
ASTM and ANSI specifications. 9/ Moreover, the physical characteristics of
U.s., Brazilian, and'Taiwanese butt-weld pipe fittings are very similar, and
the products are interchangeable in actual use. 10/ We, therefore, determine
that domestically produced butt-weld pipe fittings are "like" the imported
products.

The term unfinished fittings encompasses both rough-formed butt-—weld
fittings and semifinished fittings. 11/ In the preliminary investigation, the
Commission determined that semifinished butt-weld pipe fittings and finished
butt-weld pipe fittings constitute a single like product. 12/ In the course
of these investigations, the petitioner and most respondents used the terms

semifinished and unfinished fittings interchangeably, and agreed that

8/ The legislative history of title VII makes it clear that "the
requirement that a product be 'like' the imported article should not be
interpreted in such a narrow fashion as to permit minor differences in
physical characteristics and uses to lead to the conclusion that the product
and article are not 'like' each other, nor should the definition of 'like
product' bhe interpreted in such a fashion as to prevent consideration of an
industry adversely affected by the imports under investigation." $S. Rep. 249,
96th Cong., 1st Sess. 90-91 (1979).

9/ EC-J—-451, Economic Criteria on Certain Butt-Weld Pipe Fittings from
Brazil and Taiwan, at 1. ASTM stands for the American Society of Testing
Materials. ANSI represents the American National Standards Institute. Id. at
n.3.

10/ Id. at 1.

11/ Rough-formed fittings are defined above, supra, note 5. Any
advancement after forming (or forging) would result in identification of the
fitting as semifinished. Such advancements include coining, heat treatment,
shot blasting, machining, grinding, die stamping, or painting. Report at A-4
n.3.

12/ Views of the Commission in Certain Butt-Weld Pipe Fittings from
Brazil, Japan, and Taiwan, Invs. Nos. 731-TA-308-310 (Preliminary) at 5-8.
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unfinished and finished carbon steel bhutt-weld pipe fittings constitute a
single like product. 13/ Only Weldbend Corporation, a party in support of the
petition, asserted that unfinished and finished fittings constitute separate
like products. 14/

We determine that unfinished butt-weld pipe fittings and finished
butt-weld pipe fittings constitute a single "like" product. 15/ There is no
evidence indicating that an unfinished fitting has any independent application
or market other than for use in the manufacture of a finished fitting., 16/

Finishing operations do not significantly alter the function of a fitting. In

addition, the weighted average cost attributable to finishing operations is

13/ See Transcrlpt of the hearlng (Tr. ) at 32, 54, 85, 87, 102 126. §gg
Brief in Opposition to the Pet1t1on of Behalf of Taiwan Respondents Rigid
Industries Co. and C.M. Pipe Fitting Mfg. Co. Ltd. (Pre—hearing Brief of Rigid
and C.M. Pipe) at 2; CCTF's Pre—Hearing Brief at 1. Respondent Nippon Benkan
Kogyo Co., Ltd. asserts that the cost of finishing can be substantial but does
not articulate whether this factor warrants a finding of separate like
products. Pre-—hearing Brief on Behalf of Nippon Benkan Kogyo Co., Ltd. at 27
n.16.

14/  See Posthearing Brief in Support of the Imposition of Antidumping
Duties of Weldbend Corporation (Weldbhend's Posthearing Brief) at 5.

15/ We also determine that rough-formed butt-weld pipe fittings and
semifinished fittings, both unfinished fittings, are "like" one another. In
addition to the factors set forth above, this determination is based on the
fact that any single advancement performed on a rough—-formed fitting results
in a semifinished fitting.

16/ Respondents Rigid Industries and C.M. Pipe Fittings of Taiwan noted
that there is no independent use for the semifinished product except for -
conversion to the finished product and that intercompany sales within the
United States of the semifinished or unfinished product are negligible at

best. Tr. at 54. See also Tr. at 88.



only 14 percent of the total production cost. 17/ 18/

Domestic industry 19/

Having determined that there is one like product consisting of
finished, semifinished, and rough-formed fittings, we conclude that there is

one domestic industry against which to assess the impact of unfairly

17/ In the questionnaires for these final investigations, producers were
asked to provide the costs of 1) raw materials, 2) forming (or forging) the
rough—formed fitting, and 3) finishing steps such as coining, shot-blasting,
heat treatment, machining, etc. as a share of total production costs of
finished butt-weld pipe fittings. Precise production costs attributable to
the various production steps are confidential and, therefore, can only be
discussed in general terms. Moreover, the range of these costs varies
considerably depending on the producer. Nonetheless, most producers tended to
be at the low end of this range with lower production costs attributable to
finishing operations. We note that the cost to machine bevel the unfinished
fitting is the largest single "finishing" cost but that the resultant fitting
is generally considered to be unfinished with such steps as cleaning and
painting usually still required.

18/ Commissioner Eckes notes that data regarding the absence of any
independent application for unfinished fittings and costs of production
attributable to machining are of limited significance. Such secondary data
are useful only to the extent they relate to like product conclusions which
are by statute required to be bhased on the "characteristics and uses."

19/ Commissioner Eckes does not concur in the majority's analysis in this
section on the inclusion of converters and combined producers within the scope
of the domestic industry. The Commission has already determined that
unfinished butt-weld pipe fittings and finished butt-weld pipe fittings
constitute a single "like product" in these investigations. The statute is
clear in defining the appropriate "industry" as meaning "the domestic
producers as a whole of a like product . . . ." Thus, data on various aspects
of the conversion process, such as whether converters impart important
characteristics to the product, number of conversion steps, value added,
production costs, capital investment, and number of employees-—relate, if at
all, to the determination of the appropriate like product(s), not the
composition of the domestic industry.

In sum, the composition of the domestic industry is determined by the
like product analysis required by the statute.



traded imports. Finished butt-weld pipe fittings are produced in the United
States either by integrated producers, which usually begin the manufacturing
process from seamless pipe, or by converters, which generally buy the
unfinished product and perform such steps as machining, cleaning, and painting
to produce finished filttings. 20/ We have given further consideration to the
question raised in the preliminary investigations of whether converters
perform sufficient activities in the United States to be considered domestic
producers of the like product or whether they should be considered to be in
the same position with respect to the industry as importers of finished
fittings.

A fitting is finished only if all advancements have bheen made and the
fitting is acceptable to the end-user. Thus, the activities of converters are
necessary to ﬁrepare the product for its Final u%e. The nuhber of conversionv
steps performed by converters, and the value added by converters, are quite
variable. In addition, the conversion operations require a significant
capital investment in property, facilities; and equipﬁent. 21/ Moreover, the

number of employees engaged in the production of finished fittings from

20/  Report at A-10-11. Distinctions between integrated producers and
converters are blurred by combination producers which perform some integrated
production but also buy unfinished fittings and do conversion. We also note
that Weldbend Corporation, a converter, has invested substantial sums of
capital to become an integrated producer of carbon steel butt-weld pipe
fittings. Weldbend's Pre~hearing Brief at 1; Report at A-28-29 and Appendix E.

21/  See Pre-hearing Brief in Support of the Imposition of Antidumping
Duties of Weldbend Corporation (Weldbend's Pre-hearing Brief) at 1;
Posthearing Brief in Support of Imposition of Antidumping Duties of Weldbend
Corporation at 5-6; Transcript of the conference at 144 (Mr. John Kramer,
President of Tube Turns, stated that the company recently was quoted a price
of one half million dollars for a beveling machine).
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production activities of the finishing operations are sufficient to justify
the inclusion of converters in the domestic industry. In light of all the
above factors, we determine that all three types of firms — integrated,
combination, and converters - are members of the domestic industry.

Related parties—Petitioner élleged that the Commission should invoke the

related parties provision 23/ to exclude the domestic operations of Tube
Turns, Inc., a combination producer. Tube Turns is a U.S. subsidiary of

Sumitomo Metal Industries, Ltd., a Japanese exporter of finished and

22/  Such data are in the questionnaire responses. Companies whose
operations consisted primarily of conversion accounted for approximately
one~half of reported employment.

23/ The "related parties" provision states:
When some producers are related to the exporters or importers, or
are themselves importers of the allegedly subsidized or dumped
merchandise, the term industry may be applied in appropriate
circumstances by excluding such producers from those included in
that industry,

19 U.8.C. § 1677(4)(b).

24/ Petitioner filed a petition concerning imports of butt-weld pipe
fittings from Japan at the same time that the petitions in these
investigations were filed. Commerce subsequently postponed its final
determination concerning the subject imports from Japan to December 19, 1986,
thereby postponing our final determination concerning Japanese imports of
butt-weld pipe fittings. We examine this issue at this time because in
addition to alleging that Tube Turns should be excluded from the domestic
industry analysis with respect to the postponed Japanese investigation,
petitioner has alleged that Tube Turns is excludable from the domestic
industry analysis with respect to the Brazilian and Taiwanese investigations
in light of its allegation that the cumulation provision should be invoked.
For the purpose of these final investigations, we make such a determination
based upon the facts currently before us. Further information concerning the
issue of whether Tube Turns' data should be excluded from the Commission's
analysis may be forthcoming by the time of our final determination concerning
imports from Japan. We, of course, make no final determination regarding
excluding the operations of Tube Turns from our domestic industry analysis for
the purpose of the postponed Japanese investigation.
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broader issue of whether the related parties provision should be applied to
exclude the operations of all the combination producers and converters that
import from the subject countries.

Application of the related parties provision is within the discretion of
the Commission after analyzing the facts of each case. 25/ The basis for the
provision is the concern that domestic producers that are related parties have
a position in the market such that their inclusion in the domestic industry
may distort the data on injury. Based on our gxamination of the record, we do
not find sufficient distortion of the aggregate data to warrant exclusion of
Tube Turns or any other importers of unfinished butt-weld pipe fittings. 26/

We, therefore, do not invoke the related parties provision, 27/

Condition of the domestic industry

In evaluating the condition of the domestic industry, the Commission
considers, among other factors, domestic production, capacity,Acapécity
utilization, shipments, inventories, employment, and financial
performance. 28/

The Commission identified twelve U.S. producers of butt-weld pipe

fittings in 1985. 29/ Of these twelve, six are integrated producers, two

25/ Rock Salt from Canada, Inv. No. 731-TA-239 (Final), USITC Pub. 1798
(1986). '

26/ Report at A-22 n.5; Tr. at 118; Pre—hearing Brief on Behalf of Nippon
Benkan Kogyo Co., Ltd., at 29-30.

27/  See Report at A-24, Table 9, and Tr.' at 118. See also Tube Turns'
Post-Conference Submission at 2 (The primary interests of Tube Turns appears
to lie in domestic production as evidenced by the facts that it was
established in 1927, it employs 350 workers of which 100 work directly in the
manufacture, sales, and distribution of products "like" those under
investigation, and it is a combination producer). :

28/ 19 U.S.C. § 1677(7)(C)(iii).

29/ Report at A-10. One of these producers ended production in 1985.

10
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are converters, and four are combination producers. 30/ There has been a
clear trend in the industry in recent years away from integrated production
and toward conversion. Petitioner contends that this transition is
essentially a survival strategy and that dumped imports have forced domestic
producers to reduce their integrated production. 31/ We kept these
considerations in mind in examiﬂing the condition of the domestic industry.

Apparent U.S. consumption of finished bhutt-weld pipe fittings increased
from 68.6 million pounds in 1983 to 80.6 million pounds in 1984, or by 17
percent, and then declined by 2 percent to 79.0 million pounds in 1985. 32/
In January-June 1986, however, consumption was at 41.2 million pounds, or
8 percent above the level during January-June 1985,

Total domestic production of finished butt-weld pipe fittings increased
from 36.6 million pounds in 1983 to 51.8 million pounds in 1984, or hy 42
percent, 33/ and then declined by 8 percent to 47.6 million pounds in 1985,
The decline continued in January-June 1986 with production at 22.7 million
pounds compared to 25.0 million pounds in the corresponding period of
1985, 34/

The Commission was able to confirm in the investigations that, as alleged

in the petitions, 35/ ITT Grinnell closed its doors in 1985 and Tube Forgings

temporarily shut down in December 1985. 36/

30/ Id. at A-10-11, Table 2.

31/ Tr. at 8. : '

32/ Report at A-9, Table 1.

33/ Production by integrated processes rose from 20.9 million pounds in
1983 to 22.7 million pounds in 1984, or by 9 percent. Report at A-14-15,

34/ Id. Integrated production fell sharply — to 17.5 million pounds in
1985, or by 23 percent from the level in 1984, and declined an additional 6
percent when comparing interim 1985 with interim 1986. Id.

35/ Petition for the Imposition of Antidumping Duties (Brazil) at 23;
Petition for the Imposition of Antidumping Duties (Taiwan) at 24.

36/ Report at A-16.

11
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~Capacity to produce rough-formed fittings remained essentially
constant throughout the period under investigation. However, capacity to
produce the finished fittings increased 6 percent in the 1983--1985 period, and
by another 3 percent in January-June 1986. 37/

Capacity utilization for the finished product was significantly higher
than for rough-forming operations. It rose from 38.2 percent in 1983 to 52.1
percent in 1984, then declined to 46.4 percent in 1985, and declined even
further in the January—June 1985-1986 comparison -— from 48.5 percent to 43.1
percent. 38/ In contrast, capacity utilization for the rough-formed product
decreased from 25 percent in 1983 to 21 percent in 1985 to 19 percenpt in
January-June 1986. 39/

Total shipments of finished butt-weld pipe fittings by U.8. producers
rose from 43.7 million pounds in 1983 to 46.5 million pounds in 1984, QQ/ to
48.2 million pounds in 1985, and further increased from 24.1 million pounds in
January-June 1985 to 27.9 million pounds in January-June 1986. The value of
domestic shipments rose from $42.1 million in 1983 to $46.5 million in 1984,
then dropped to $45.8 million in 1985, and dropped even lower in January-June
1986 compared with the corresponding period in 1985. 41/ Accordingly,
domestic producers were receiving gradually lower prices per pound for
finished pipe fittings.

The average number of production and related workers producing
butt-weld pipe fittings rose from 194 persons i3,1983 to 230 in 1984, then

dropped to 224 in 1985, and fell again to 192 workers in interim 1986, as

37/ 1Id. at A-16,
38/ Id. at A-17, Table 4.

39/ Id.
40/ Id. at A-19, Table 5.
41/ 1d.

12
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compared with 205 workers in the coriresponding period of 1985. 42/ We note a
similar trend, with minor variation, in the number of hours worked and
compensation paid to broduction and related workers. 43/

End-of-year inventories in 1983 of total unfinished and finished fittings
held by U.S. producers increased slightly, by 300 thousand pounds, to 24.2
million pounds in 1984. 44/ Inventories jumped sharply, by 7.2 million pounds
from 1984--1985, and were 31.5 million pounds by year-end 1985. 45/ A
comparison of total inventories as of June 30, 1985, with inventories as of
June 30, 1986, however, indicates a significant drop, from 35.8 million pounds
to 27.8 million pounds. 46/ We note the decrease in production and rise in
domestic shipments during this period in relation to inventory levels,

From 1983 to 1984, the financial condition of this industry improved only
insofar as operating losses decreased from $7.7 million in 1983 to $3.9
million in 1984, and the number of firms reporting such losses fell from six

to five. 47/ Operating losses increased in 1985 to $4.1 million, with five of

42/ Id. at A-21, Table 7.

[EVCP
44/ Id. at A-20, Table 6.
45/ 1d.

46/ Id. We also note that Tube Forgings of America is reportedly
liguidating its inventories. Petitioner's Pre~hearing Brief at 9; Report at
A-16, n.2.

47/  Report at A-22-24.

48/ 1d.

49/ Id. We note that all types of producers, integrated, combination, and
conversion, suffered aggregate losses throughout the period of investigation.

13
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For all of the foregoing reasons, we determine that the domestic industry

is currently experiencing material injury. 50/ 51/

Cumulation 52/ 53/

Under the Trade and Tariff Act of 1984 (the 1984 Act), three requirements
must be satisfied to invoke the cumulation provision. The imports must:
(1) compete with both other imports and the domestic like product, (2) be
marketed within a reasonably coincidental period, and (3) be subject to
investigation. 54/ 55/

The evidence indicates that domestic and imported pipe fittings compete
with one another. All butt-weld pipe fittings must meet ASTM and ANSI

that there are markets closed to importers and conVerteks of butt-weld pipe

50/ Commissioner Stern does not believe it necessary or desirable to make
a determination on the question of material injury separate from the
consideration of causality.

51/ Commissioner Eckes believes that the Commission is to make a flndlng
regarding the question of material injury or threat thereof in each
investigation. See Cellular Mobile Telephones and Subassemblies Thereof from
Japan, Inv. No. 731-TA-207 (Final), USITC Pub. 1786 at 20021 (1985).

52/ Commissioner Stern does not believe it necessary to consider
cumulation when an affirmative determination may be reached by individually
analyzing subject imports. 1In these final investigations, she has joined her
colleagues in cumulation.

53/ Commissioner Eckes notes that his affirmative determinations on LTFV
imports from Brazil and Taiwan are based on the cumulative impact of the
unfair imports from these countries which are the subject of final affirmative
determinations by Commerce. In these affirmative determinations, Commissioner
Eckes did not find it necessary to reach the question of whether the impact of
alleged LTFV imports from Japan should be cumulated with the imports from
Brazil and Taiwan which are subject to final determinations by Commerce.
Accordingly, Commissioner Eckes concurs only with the discussion in this
section which explains why cumulation of imports from Brazil and Taiwan is
appropriate.

54/ 19 U.S.C. § 1677(7)(E).

55/ Chairman Liebeler and Vice Chairman Brunsdale note that the second
factor, whether the products are marketed at the same time, is just one factor
in determining whether they compete.

56/ EC~J-451 at 1.

14
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fittings. 57/ They assert that imported fittings cannot get into the end-user
market where high quality fittings are required for high pressure uses. 58/
Contact with purchasers of butt-weld pipe fittings indicated that closed
markets did exist through the early 1980s. Currently, however, most markets,

except possibly the nuclear power industry where butt-weld pipe fittings must

'
i

be certified, are no longer closed to imported and converted fittings. 59/

There are common, or similar, channels of distribution for finished
carbon steel butt-weld pipe fittings. Producers reported that 98 percent of
their 1985 shipments of finished butt-weld pipe fittings were sold to jobbers
or distributors for eventual sale to the end-user and only 2 percent were to
the end-user directly. 60/ Importers also reported that 98 percent of their
shipments of finished butt«weld pipe fittings were sold to distribufors in
1985. Thus, we find»that imports of carbon steel butt-weld pipe fittings from
Brazil, Japan, and Taiwan are simultaneously present in the market and that
imports compete with each other and the like product.

Finally, although Commerce has postponed the date for its final
determination on imports of butt-weld pipe fittings from Japan at respondent's
request, the investigations of imports from Brazil, Taiwan, and Japan were
filed simultaneously and are currently proceeding. The Commission, therefore,
determines that carbon steel butt-weld pipe fittings from Brazil, Japan, and
Taiwan are subject to investigation at the same time. Thus, we find that

carbon steel butt-weld pipe fittings from Brazil, Japan,

57/ Report at A-35. It is also not clear that such markets were ever
closed to fittings that were finished by U.S. producers from imported
unfinished fittings.

58/ Tr. at 99-100.

59/ Report at A-35. It is also not clear the extent to which domestically
finished fittings, made from imported unfinished fittings, would be excludable

from any closed market.
60/ Id. at A-13. 15
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and Taiwan all satisfy the criteria for cumulation.

Material injury by reason of LFTV imports 61/ 62/

In determining whether there is material injury by reason of LTFV
imports, the statute directs the Commission to consider, among other factors,
the volume of the subject imports, the effect of such imports on U.S. prices
for like products, and the impact of the subject imports on domestic producers
of like products. 63/

In determining whether imports of butt-weld pipe fittings are causing
material injury to a domestic industry, we have considered the cumulated
imports from Brazil, Japan, and Taiwan. The volume of imports from these
three countries is significant throughout the period of investigation. Such
imports of butt-weld pipe fittings, whether finished or unfinished, increased

from 32 million pounds in 1983 to 56 million pounds in 1984, and then

61/ Chairman Liebeler does not join this section, see her Additional Views
on causation.
62/ Commissioner Eckes based his affirmative determination on the
cumulative impact of LTFV imports from Brazil and Taiwan. Import volumes from
these countries under Commerce data were 6 million pounds in 1983, and almost
tripled to 17.5 million pounds in 1985. Imports for the first half of 1986
were 11.3 million pounds compared with 8.4 million pounds during the same
period in 1985. Market penetration for these LTFV imports reflected the same
trend, more than doubling from 1983 to 1985, and continuing to increase their
market share during the first half of 1986. ‘
63/ Section 771(7)(B) of the Tariff Act of 1930 states that the Commission
is to consider, among other factors-—
i) the volume of imports of the merchandise
which is the subject of the investigation,
ii) the effect of imports of that
merchandise on prices in the United States
for like products, and
1ii) the impact of imports of such
merchandise on domestic producers of like
products.

19 U.S.C. § 1677(7)(B).

16
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decreased to 51 million pounds in 1985. Imports totalled 23 million pounds
during interim 1985 and declined fractionally to 22 million pounds during
interim 1986. 64/

Market penetration of unfinished and finished butt-weld pipe fittings
from Brazil, Japan, and Taiwan was 47 percent in 1983, 70 percent in 1984, and
65 percent in 1985, Penetration;in interim 1985 was 59 percent as compared
with 53 percent in interim 1986. 65/ Although market penetration declined
from 1984 to 1985, and declined again in interim 1986 as compared with a
similar period in 1985, the absolute percentages were significant and remain
above the 1983 levels. Thus, the imports subject to investigation continue to
have a very significant presence in the market. 66/

Market penetration of unfinished and finished butt-weld pipe fittings
from Brazil, Japan, and Taiwan, based on value, was 34 percent in 1983, 50

percent in 1984, and 50 percent in 1985. Penetration was 45 percent during

64/ Report at A-34, Table 14. The volume of imports from these three
countries under TSUS item 610.88 as reported in the official statistics of the

Commerce Department is also significant throughout the period of
investigation, and accounted for the vast majority of imports from 1983
through interim 1986. Imports of butt-weld pipe fittings from Brazil, Japan,
and Taiwan rose from 25.6 million pounds in 1983, to 40.2 million pounds in

1984, and to 40.3 million pounds in 1985, Id. at A-33, Table 13. Comparing
interim 1985 with interim 1986, imports from these three countries increased
from 19.6 million pounds to 21.6 million pounds. Id.

65/ Id. at A-36, Table 15.

66/ Market penetration ratios based upon the official statistics of the
Commerce Department also indicate that imports have a very significant
presence in the market. Mairket penetration was 37 percent in 1983, 50 percent
in 1984, 51 percent in 1985, 51 percent in January-June 1985, and 52 percent
in January-June 1986. These figures were derived from the data on A-33, Table
13 and A-9, Table 1.

17
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January-June 1985, and 44 percent during the corresponding period in 1986. 67/
Producers and importers of carbon steel butt-weld pipe fittings were
asked to report f.o.b. prices for their largest sale per qguarter of finished
fittings for five product sizes for the January 1984-June 1986 period. 68/
Price comparisons between the domestic products and imports from all three
countries reveal consistent underselling by the imports throughout the period
of investigation. 69/ 70/ 71/ Further, quarterly prices reported by U.S.
Representatives from ten of the eleven firms listed in lost sales
allegations stated that their choice of supplier of butt-weld pipe fittings is
based -largely on price. 73/ The importance of price on choice of supplier

further accentuates the impact of dumped imports on the domestic industry when

67/ Report at appendix D, Table D-4. We note that the market penetration
of the subject imports bhased on value is less than the rate based on
quantity. We attribute this difference in part to (1) finished imports
underselling finished domestic products, (2) unfinished products underselling
finished products, and (3) imports including unfinished products to which
converting firms will remove quantity (via scrap) and increase value in the
process of manufacturing the finished product.

68/ Report at A-38. Elbow pipe fittings were selected for three of the
samples because they are the highest volume products of bhoth the domestic
industry and importers from the subject countries. Id. at A-38. The
remaining product categories were reducers and tees.

69/ Report at A-39-41, Tables 16 and 17.

70/  Vice Chairman Brunsdale does not find the data developed on
underselling in these investigations to be helpful on the issue of causation.
For a more genmeral discussion on underselling, see Memorandum EC-J-010 from
the Director, Office of Economics, Title VII Causation Analysis, Espec1a11y
"Underselling" and "Lost Sales" at 8-21, .

71/  Commissioner Eckes and Commissioner Rohr believe that evidence of
underselling is ordinarily of significant probative value, and that used
properly, as the Commission has used them in the past, such comparisons

reflect an important aspect of competltlon in the marketplace.

72/ Report at A-38-39. The margins of underselling tended to decrease
toward the later part of the period of investigation.

73/ Id. at A-42-45. None of the companies contacted could quantify the
amounts of imports that they purchased during the period of investigation.
Nonetheless, all the companies who purchase imports stated that they purchased
butt-weld pipe fittings from Brazil, Japan, or Taiwan.

: 18
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those imports undersell the domestic product. 74/

We note that the demand for butt-weld pipe fittings is a derived demand
dependent on such industries as energy, oil refining, construction, and
shipbuilding. 75/ The decline in prices reported by U.S. producers appears to
be at least partially due to a decrease in the demand for pipe fittings in the
energy and energy-related sectoré. 76/ There is also evidence in the record
that the decline in U.S. prices may be partially due to a price war between
the domestic producers. 77/ Nonetheless, the Commission is required by

statute 78/ to determine only if the dumped imports of butt-weld pipe fittings

74/ Vice Chairman Brunsdale notes that the responsiveness of demand to
price is important in making a determination under title VII. H.R. Rep. No.
317, 96th Cong., 1st Sess. 46 (1979). If there are no significant differences
between the domestic and imported products, then the demand for the domestic
product will be highly sensitive to the price of the imported product. In
other words, as economists put it, there is a high cross—elasticity of demand
between the domestic and imported products which means that the products are
good substitutes for one another. When the products are good substitutes,
other things equal, then the dumped imports will have a large effect on the
domestic industry regardless of whether there is underselling. This, of
course, assumes that import supply from other foreign sources is not highly
elastic. If import supply is highly elastic, then the dumped imports will not
have a significant effect on the domestic industry. See Tubeless Steel Disc
Wheels from Brazil, Inv. No. 731-TA-335 (Preliminary), USITC Pub. No. 1872, at
1516 (1986) (Additional Views of Vice Chairman Brunsdale).

75/  Report at A-35.

76/ Id.

77/ Tr. at 28-29, 49-51, 65-66, 109-111, and 147,

78/ 19 U.S.C. § 1673d.

79/  In interpreting this causation standard, the legislative history to
the Trade Agreements Act of 1979 states that:

Current law does not, nor will section 735, [19 U.S.C. § 1673d]
contemplate that the effects from the less-than-fair-value [sic]
imports be weighed against the effects associated with other factors
(e.q., the volume and prices of imports sold at fair value,
contraction in demand or changes in patterns of consumption, trade
‘restrictive practices of and competition between the foreign and
domestic producers, . . . ) which may be contributing to overall
injury to an industry. Nor is the issue whether less—than-fair-value
imports are the principal, a substantial, or a significant cause of
material injury. Any such requirement has the
undesirable result of making relief more difficult to obtain for
industries facing difficulties from a variety of sources; industries
that are often the most vulnerable to less—than-fair-value imports.
S. Rep. 249, 96th Cong., 1st Sess. 74-75 (1979).
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The significant price underselling of the U.S. product by the imported
product further supports the conclusion that the subject imports are at least
a cause of the material injury suffered by the domestic industry. 80/ 81/
Moreover, we interpret the generally declining price trend of the domestic
product to indicate that domestic prices have been significantly depressed hy
the dumped imports. This conclusion is buttressed by the fact that, after the
preliminary affirmative determinations in these investigations, the domestic
producers were finally able to raise their prices. 82/

We conclude that the significant volume of carbon steel bhutt-weld pipe
fittings from Brazil, Japan, and Taiwan and the consistently high import
penetration during most of the period of investigation, together with
underselling while domestic prices generally declined, establishes material
injury to the domestic industry by reason of the LTFV imports from Brazil and

Taiwan.

80/  See Vice Chairman Brunsdale's footnote 70, infra, with regard to
underselling.

81/ See Commissioner Eckes' and Commissioner Rohr's footnote 71, infra,
with regard to underselling.

82/ Vice Chairman Brunsdale considers the size of LTFV margins to be
useful in making her determinations. See H.R. Rep. No. 317, 96th Cong., 1st

Sess. 46 (1979); S. Rep. No. 249, 96th Cong., 1st. Sess. 88 (1979). The final
weighted average margins from Brazil and Taiwan are around 50 percent, Report

at A-8, and the preliminary margin from Japan is 59.6 percent. 51 Fed. Req.
28,734 (1986). These are large margins and thus are further support for her
affirmative determinations.

20
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ADDITIONAL VIEWS OF CHAIRMAN LIEBELER

Certain Butt-Weld Pipe Fittings from Brazil and Taiwan
731-TA-308 & 310 (Final)

‘

Based on the record in these investigations, I
determine that an industry in the United States is
materially injured by reason of dumped imports of certain
butt-weld pipe fittings from Brézil and Taiwan. I concur

1
with my colleagues in their definitions of like product

and domestic industry, and their findings with respect to
related parties, the condition of the industry, and
cumulation. These additional views deal primarily with my

views on causation.

1

In many cases involving finished and unfinished
goods, I have used a two product-two industry
analysis. See generally Live Swine and Pork from:
Canada, Inv. No 701-TA-224 (final), USITC Pub. 1733,
19-21 (1985) (Additional and Dissenting Views of Vice
Chairman Liebeler); 64K Dynamic Random Access Memory
Components from Japan, Inv. No. 731-TA-270, USITC Pub.
1862, 21-24 (1986) (Views of Vice Chairman Liebeler).
The parties in this case are generally in agreement
that there is only one like product and one industry.
The data for evaluating one versus two industries is
not significantly different. I thus join with the
Commission in finding that finished butt-welded pipe
fittings are like unfinished (rough and semi-finished).

21
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Material Injury by Reason of Imports

In order for a domestic industry to prevail in a
final investigation, the Commission must determine that
there is an indication that the dumped or subsidized
imports cause or threaten to cause material injury to the
domestic industry producing the like product. The
Commission must determine whether the domestic industry
producing the like product is materially injured or is
threatened with material injury, and whether any injury or
threat thereof is by reason of the dumped or subsidized
imports. Only if the Commission finds both injury and
causation, will it make an affirmative determination in

the investigation.

Before analyzing the data, however, the first
question is whether the statute is clear or whether one
must resort to the legislative history in order to
interpret the relevant sections of the import relief law.
In general, the accepted rule of sﬁatutory constrﬁction is
that a statute, clear and unambiguous on its face, need

not and cannot be interpreted using ‘secondary sources.

22
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Oonly statutes that are of doubtful meaning are subject to

2
such statutory interpretation.

The statutory language used for both parts of the
analysis is ambiguous. “”Material injury” is defined as
"harm which is not inconsequential, immaterial, or
unimportant.”3 As for the causation test, ”by reason
of” lends itself to no easy interpretation, and has been
the subject of much debate by past and present
commissioners. Clearly, well-informed persons may differ
as to the interpretation of the causation and material

injury sections of title VII. Therefore, the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises in part because it is clear that
the presence in the United States of additional foreign
supply will always make the domestic industry worse off.
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 pfoduct than would

otherwise prevail. If a downward effect on price,

2

Sands, Sutherland Statutory Construction § 45.02
(4th Ed.).

3
19 U.S.C. § 1977(7) (A) (1980).
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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 mere
presence of LTFV imports is not sufficient to establish
causation. In the legislative history to the Trade
Agreements Acts of 1979, Congress stated:

[Tlhe ITC will consider information which
indicates that harm is caused by factors other
than the less-than-fair-value imports.4
The 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

5
less-than-fair-value imports and the requisite injury.”

The Senate Finance Committee acknowledged that the

'

causation analysis would not be easy: “”The determination

4

Report on the Trade Agreements Act of 1979, S. Rep.
No. 249, 96th Cong. 1lst Sess. 75 (1979).

Id.

24
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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

6
ITC.” Since the domestic industry is no doubt worse

off by the presence oﬁ 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:

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

7
United States industry.

Thus, the focus of the analysis must be on what
constitutes unfair price discrimination and what harm

results therefrom:

Id'

7

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong.

2d Sess. 179. 25
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[Tlhe 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

8
price.

"This ”complex and difficult” 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

9
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

: 10
U.S.‘market would bear.”

An assertion of unfair price discrimination should be

accompanied by a factual record that éan support such a

Id.

9

See, e.g., P. Samuelson & W. Nordhaus, Economics
42-45 (12th ed. 1985); W. Nicholson, Intermediate
Microeconomics and Its Application 7 (34 ed. 1983).

10

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

26
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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 injury or threat of injury to the

domestic industry is not ”by reason of” such imports.

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not
rational to charge a price below that necessary to sell
one’s product. In 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 position where
the firm has 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

11
a United States industry.”

11

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

27
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In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit
an affirmative finding under the law interpreted in light

' : 12
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
to entry to other foreign producers (low

13

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

14
general impact of imports on domestic producers. The

legislative history provides some guidance for applying
these cfiteria. The factors incorporate both theb
stafﬁtory critefia and the guidance provided by the
legislative’history. Each of these‘factors will be

discussed in turn after a discussion of cumulation issues.

12

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

13
Id. at 16.

14
19 U.S.C. § 1677(7) (B)-(C) (1980 & cum. supp. 1985).
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Cumulation

I have determined to cumulate the imports of pipe
fittings from Brazil, Taiwan, and Japan. The imports from
these countries are subject to investigation, and compete

‘ 15
with each other as well as with the domestic product.

Causation analysis

Examining import penetration is important because
unfair price discrimination has as its goal, and cannot
take place in the absence of, market power. The cumulated
import penetration ratio was 47 percent in 1983. It then
jumped to 70 percent in 1984 and 65 percent in 1985.16

This ratio is high and has increased substantially.

15

See Views of Commission, at 14-16, supra. For a
discussion of my views on cumulation, see 0il Country
Tubular Goods from Canada and Taiwan, Invs. Nos.
701-TA-255, 731-TA-276-277 (final), USITC Pub. 1865
(1986) ; Certain Carbon Steel Products from Austria,
Czechoslovakia, East Germany, Hungary, Norway, Poland,
Romania, Sweden, and Venezuela, Invs. Nos.
701-TA-225-234, 731-TA-218-217, 219, 221-226, and
228-235 (preliminary), USITC Pub. 1642 (1985).

16

Report at Table 15. Import penetration dropped
significantly during January-June 1986. Although this
decrease could be viewed as part of a trend downward,
it is more likely that the recent drop is attributable
to the filing of these cases.

29
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The second factor is a high margin of dumping or

subsidy. The higher the margin, ceteris paribus, the more

likely it is that the product is being sold below the

17
competitive price and the more likely it is that the

domestic producers will be adversely affected. The
Commerce Department has determined the weighted-average
dumping margins for Brazil and Taiwan are in the 50
percent range.18 The preliminary margin for Japan as
determined by Commerce is 59.6 percent. These margins are

high and are not inconsistent with a finding of unfair

price discrimination.

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. Although igmetimes there may be a premium paid

for domestic product, because of the specifications

applicable to pipe fittings, the domestic and the imported

17
See text accompanying note 8, supral

18
Report at at A-11.

19
Transcript at 13-14.
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20
products are very similar. I find that the products

are homogeneous.

As to the fourth factor, evidence of declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain

market share. Domestic prices decreased substantially for
21
all the products investigated between 1984 and 1985.

20

Memorandum from the Office of Economics, Economic
Criteria in Inv. 731-TA-308 & 309 (final), 1
(EC-J-451) ; Report at A-42-45 (imported product quality
as high as domestic). The premium for a particular
order might be due to service quality such as delivery
time.

21

I note that domestic labor productivity in this
industry increased by approximately 20 percent between
1983 and 1984, Report at Table 7, and that this could
account for all or part of the price decrease. Since
the data on unit labor costs only starts in 1983,
however, it is unknown whether the relatively high unit
costs in 1983 resulted from a temporary decrease in
demand for the final product or whether these costs
were even higher in previous years. See generally A.
Rees, The Economics of Work and Pay 85-86 (1973).
Because capacity utilization has been fairly stable
over the period, it appears that at least part of the
decrease in unit labor costs must be due to either real
productivity gains or wage cuts. Some productivity
gain may be attributable to a restructuring of the
industry toward conversion and away from integrated
manufacturing. Prehearing Statement of TSI Industries,
Inc., Silbo Steel Corp., & Conforja S/A, 21 (Oct. 21,
1986) .
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The fifth factor is foreign supply elasticity
(barriers to entry). If there is low foreign elasticity
of supply (or high barriers to entry) it is more likely
that a producer can gain market power. A significant
share of imports is accounted for by imports not subject
to investigation. However, imports from West Germany,
Italy, the United Kingdom, France and other countries
decreased substantially between interim 1985 and 1986.
Nevertheless, this factor would, on balance, tend to weigh

against a finding of unfair price discrimination.

These factors must be considered in each case to reach
a sound determination{ The high and ihcreaéing cumulated
import penetration ratio is the major factor. The dumping
margins are also high. Prices have decreased
substantially. The products are fungible for the most
part. On the other side, there do not appear to be
significant barriers to entry. Because of the significant
drop in imports'from_countries not subject to
investigation, I find this one factor insufficient to
outweigh the evidence supporting an affirmative

determination. !
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Conclusion

Therefore, I determine that an industry in the United
States is materially injured by reason of dumped imports

of certain butt-weld pipe fittings from Brazil and Taiwan.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

As a result of preliminary determinations by the U.S. Department of
Commerce that imports of certain carbon steel butt-weld pipe fittings 1/ from
Brazil and Taiwan are being sold in the United States at less than fair value
(LTFV), 2/ the U.S. International Trade Commission instituted investigations
under section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) to
determine whether an industry in the United States is materially injured or
threatened with material injury, or whether the establishment of an industry
in the United States is materially retarded, by reason of imports from Brazil
and Taiwan of such butt-weld pipe fittings. 3/

Notice of the institution of the Commission's final antidumping
investigations concerning the subject imports was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register on August 27, 1986. 4/ The hearing was held in the Commission's
hearing room on October 28, 1986. 5/

Background

These investigations result from petitions filed with the Commission and
the Department of Commerce on February 24, 1986, by counsel for the U.S.
Butt-Weld Fittings Committee, 6/ an ad hoc organization consisting of three
domestic producers of butt-weld pipe fittings. The petitions allege that an

1/ For purposes of subject investigations, the term "butt-weld pipe
fittings" refers to carbon steel butt-weld pipe fittings, under 14 inches in
inside diameter, whether finished or unfinished, provided for in item 610.88
of the Tariff Schedules of the United States (TSUS) (TSUS Annotated (TSUSA)
item 610.8046 prior to Apr. 1, 1984).

2/ Commerce published its preliminary LTFV determinations in the Federal
Register on Aug. 11, 1986 (51 F.R. 28733 for Brazil and 51 F.R. 28735 for
Taiwan). Copies of Commerce's final LTFV determinations, as published in the
Federal Register on Oct. 24, 1986, are presented in app. A.

3/ The Commission also instituted a final investigation concerning imports
of butt-weld pipe fittings from Japan subsequent to Commerce making a
preliminary LTFV determination (51 F.R. 28734, Aug. 11, 1986). 1In its
preliminary LTFV determinations with respect to imports from Brazil, Japan,
and Taiwan, Commerce set Oct. 20, 1986, as the date by which it would make its
final determinations. Subsequently, Commerce published notice of postponement
to Dec. 19, 1986, of its determination concerning subject imports from Japan
(51 F.R. 32117, Sept. 9, 1986).

4/ A copy of the Commission's notice of investigation, as published in the
Federal Register on Aug. 27, 1986, is presented in app. B.

5/ A list of witnesses appearing at the hearing is presented in app. C.

6/ The member companies are Ladish Co., Inc.; Mills Iron Works, Inc.; 3&9
Steel Forgings, Inc.
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industry or industries 1/ in the United States is materially injured or is
threatened with material injury by reason of imports from Brazil and Taiwan 2/
of carbon steel butt-weld pipe and tube fittings under 14 inches in inside
diameter, whether in finished or unfinished form, provided for in item 610.88
of the Tariff Schedules of the United States (TSUS), which are being sold at
LTFV. Accordingly, the Commission instituted preliminary antidumping
investigations Nos. 731-TA-308 and 310 (Preliminary) under the provisions of
the Tariff Act of 1930. Concurrently, the Commission instituted investigation
No. 731-TA-309 with respect to imports of butt-weld pipe fittings from Japan.
On the basis of the information developed during the course of those
preliminary investigations, the Commission determined that there is a
reasonable indication that an industry 3/ in the United States is materlally
injured by reason of imports of carbon steel butt-weld pipe fittings from
Brazil, Japan, and Taiwan (51 F.R. 12938, Apr. 16, 1986).

Other Investigations Concerning Butt-Weld Pipe Fittings

Oon June 28, 1985, the Commission instituted investigation No. 332-216,
Competitive Assessment of the U.S. Forging Industry. 4/ The investigation was
conducted in response to a request from the United States Trade Representative
(USTR) at the direction of the President, that the Commission conduct an
investigation under section 332(g) of the Tariff Act of 1930 (19 U.S.C.
1332(g)), concerning the competitive position of the U.S. forging industry in
U.S. and world markets. Part of the investigation dealt with pipe fittings
and flanges.

On January 13, 1986, the Commission instituted investigations Nos.
731-TA-301 through 303 (Preliminary), entitled "Certain Butt-Weld Pipe
Fittings from Brazil, Japan, and Taiwan." The petitions were limited to
finished carbon steel butt-weld pipe and tube fittings under 14 inches in
inside diameter. 5/ On February 25, 1986, the Commission received notice from

1/ In the petitions (at p. 1) and during the public conference in the
preliminary investigations (at transcript pp. 13 and 18-22) counsel for the
petitioners requested that the Commission find two like products: 1) finished
butt-weld pipe fittings and 2) such fittings in unfinished form, produced by
two corresponding separate industries. In both pre- and post-hearing briefs
and at the public hearing, petitioners conceded that there is only one U.S.
industry producing products like the imports of both finished and unfinished
butt-weld pipe fittings. Respondents have contended throughout both the
preliminary and final investigations that there is only one like product
including both finished and unfinished butt-weld pipe fittings.

2/ Concurrently, the petitioners filed a similar petltlon with respect to
imports of butt-weld pipe fittings from Japan.

3/ The Commission made a preliminary determination that there is one like
product that includes both semifinished and finished butt-weld pipe fittings
produced by one corresponding U.S. industry.

4/ In April 1986, the Commission published its report g__petltlve Assessment
of the U.S. Forging Industry, Report to the President on Investigation No.
332-216 Under Section 332 of the Trade Act of 1930, as amended, USITC
Publication 1833.

5/ These petitions were filed by the same three petitioning firms as the
current investigations plus a fourth firm, Weldbend Corp. 1In a letter A-2
accompanying its questionnaire response in the current final investigations,
¥ % %X, the * * X of a fifth firm, * * %, indicated support for the current and
previous petitions stating "* * X v '
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the U.S. Department of Commerce indicating that they were terminating the
subject investigations at the request of the petitioner. 1/

The Product

Description and uses

Butt-weld pipe and tube fittings (hereafter butt-weld pipe fittings) are
used to connect pipe sections where conditions require permanent, welded
connections. The beveled edges of butt-weld pipe fittings distinguish them
from other types of pipe fittings, such as threaded, grooved, or bolted
fittings, which rely on different types of fastening methods. When placed
against the end of a beveled pipe or another butt-weld fitting, the beveled
edges form a shallow channel that accommodates the "bead" of the weld that
fastens the two adjoining pieces. Butt-weld fittings come in a variety of
forms; however, the three most common forms are elbows, tees, and reducers.
Elbows are two-outlet fittings that usually have either a 45-degree or a

90-degree bend in the pipe, tees are T-shaped fittings having three outlets,
and reducers are two-outlet fittings that connect pipes of two different
diameters.

The welded connections used in butt-weld pipe fittings provide a better
seal than threaded, grooved, 2/ or bolted fittings that can give under
pressure. In addition, installation and maintenance is easier and more cost
effective than with other types of fittings. The primary industries that use
the fittings include construction, shipbuilding, energy generation, and oil
refining.

Butt-weld pipe fittings are produced from various materials: carbon
steel, alloy steel, and stainless steel. Only those butt-weld pipe fittings
produced from carbon steel and under 14 inches in inside diameter are covered
by these investigations. Approximately 90 percent of shipments of all
butt-weld pipe fittings under 14 inches in inside diameter are of carbon steel.

Manufacturing process

The manufacture of butt-weld pipe fittings typically begins with seamless
carbon steel pipe. When manufacturing an elbow, the pipe is first cut to
length. The pipe is then lubricated internally and fastened onto a draw
bench, where it is heated until soft and then pushed over a mandrel. A
mandrel is a metal rod whose diameter equals that of the desired interior
diameter of the fitting. As the hot pipe is pushed over the mandrel, it
stretches so that its outer diameter increases and its walls become thinner.
The desired degree of bend in the fitting is achieved at this stage as well.
The manufacture of tees and reducers also typically starts with cut-to-length
pipe; however, instead of being formed over a mandrel, they are pressed or

1/ The Commission terminated its investigations effective Feb. 25, 1986, and
published notice of same in the Federal Register (51 F.R. 7342, Mar. 3, 1986).
2/ At the public conference held on Feb. 6, 1986, for investigations Nos.

731-TA-301-303 (Preliminary), that were terminated at the request of theA-3
petitioner, one of the respondents, CCTF, Inc., alleged that grooved fittings
are replacing butt-weld fittings (see transcript of conference at p. 98).
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hammered into a die to achieve the desired shape. The pipe may or may not be
heated prior to forming. 1/

At this stage of production, the fitting is considered to be in a rough,
"as formed," state. There has been some confusion in the industry and in this
investigation as to the scope of the imported products covered by the petition
in terms of the proper classification of unfinished butt-weld fittings for
tariff purposes. At the core of the confusion is the manufacturing process
described above by which rough-formed butt-weld pipe fittings are typically
produced from seamless pipe. Some industry sources define the process as a
"forging" process and say it encompasses both "cold-forging"” and
"hot-forging." Other industry sources say it is a cold- or hot-forming
process, but not a forging process because in forging, a solid mass of steel
would be the raw material that would be transformed by beating, hammering, or
pressing, into the shape of a fitting; whereas, in the case of butt-weld pipe
fittings, the raw material is an already wrought product, e.g., seamless pipe,
which has already undergone considerable shaping from the solid-mass-of-steel
stage prior to the cold- or hot-forming process that will give it its
characteristic shape as an elbow, tee, or reducer.

There is considerable economic incentive to classify the rough-formed
fitting as a "forging." The TSUS have a separate provision for carbon steel
forgings that are "not machined, not tooled, and not otherwise processed after
forging" (TSUS item 606.71); imports entered under TSUS item 606.71 are
currently dutiable at 4.5 percent ad valorem, or 2.5 percent ad valorem less
than imports entered under the tariff provision for carbon steel butt-weld
fittings (TSUS item 610.88). 2/

Because of the confusion, this report will refer to the unfinished
butt-weld pipe fittings that have not been further processed beyond forming in
the rough shape of an elbow, tee, or reducer, etc., as "rough-formed butt-weld
fittings" regardless of whether or not the forming process is defined as a
"forging" process. 3/

1/ Some types of fittings, such as caps, begin with carbon steel plates.
Other carbon steel materials used in minimal amounts, include billets and bars
used to produce reducers and tees. Three producers reported production of
small quantities of butt-weld pipe fittings by machining billets or bars.

2/ The difference in the duties applicable to the two tariff items was 5
percent ad valorem in 1979 and has been reduced in stages as a result of duty
reductions following the Tokyo Round of Multilateral Trade Negotiations
(MIN). Effective Jan. 1, 1987, the final reduction of the duties will result
in a difference of 2 percent ad valorem between duty rates applicable under
the two tariff items.

3/ The questionnaires sent to producers and importers of butt-weld pipe
fittings used the term "rough forging" and defined it as follows:

"Carbon steel forgings, under 14 inches in inside diameter, that have
been formed in the shape of elbows, tees, reducers, etc., and have not
been advanced beyond forging (or forming). These forgings may be
classified in TSUS item 606.71 or item 610.88. Advancements after
forging that would preclude classification of a product as a rough
forging include, for example, any one or more of the following: coinigg4
heat treatment, shot blasting, machining, grinding, die stamping, or
painting."
Any advancement after forming (or forging) would result in identification of
the fitting, for the purposes of this investigation, as 1) "semifinished" if
additional advancements are required, or 2) "finished" if all advancements
have been accomplished and the fitting is acceptable to the end user.
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After forming, the pipe often must undergo a "reforming" or "sizing"
operation in which it is placed in a vertical press and subjected to great
pressure, bending the pipe slightly to achieve "true" circularity of its
cross section and uniform outside diameter. This operation is necessary to
ensure that the fitting will match the pipe to which it is to be welded.

The finishing steps involved in the production of butt-weld pipe fittings
may include shot blasting or other cleaning, machine beveling, boring and
tapering, grinding, die stamping, inspecting, and painting. Shot blasting
removes oxidation and mill scale from the rough-formed fittings. Ends are
beveled to the specifications of ;the American National Standards Institute
(ANSI), 1/ and inside diameters are bored and tapered to ANSI tolerances. The
fittings are then ground to remove surface imperfections and stamped with an
identification of each heat lot number, parent material, and size and wall
thickness. Next, the fittings are inspected for flaws and defects, in
addition to being checked for thickness, length dimensions, and inside and
outside diameter tolerances per the specifications of the American Society for
Testing and Materials (ASTM) and ANSI. Finally, the fittings are painted with
a protective coating. All butt-weld pipe fittings, whether imported or
U.S.-produced, must meet ASTM and ANSI specifications.

lleat treatment, a manufacturing step not mentioned in the petition, is
required for all fittings formed at temperatures under 1,200 °F or over
1,800 °F. This process relieves stress built up within the fitting during
forming. 2/

Some manufacturers use semiautomated machinery that bevels, bores,
tapers, and grinds in one operation. The manufacturing process may be
continuous. That is, carbon steel pipe, a rough-formed fitting, and/or a
semifinished fitting may be converted into a finished fitting in one
continuous operation, rather than the pipe being converted into a rough-formed
or semifinished fitting, inventoried, and subsequently finished in another
operation.

CCTF, Inc., a respondent, maintains that some of the finishing steps
listed in the petition are not performed on all butt-weld pipe fittings. 3/
For example, shot blasting need not be performed on fittings unless they have
been exposed to the elements and have oxidized. 1In addition, respondents
allege inspection is performed on rough-formed and semifinished fittings
before they are shipped by the foreign producer and need not be repeated by a
U.S. manufacturer. Also, boring and tapering are allegedly only done on
special, nonstock products accounting for less than 5 percent of all butt-weld
pipe fittings.

In the questionnaires of these final investigations, producers were asked
to provide the costs of 1) raw materials, 2) forming (or forging) the
rough-formed fitting, and 3) finishing steps such as coining, shot blasting or

1/ The edges of rough-formed fittings must first be squared before being
used in some beveling machines.

2/ For purposes of the U.S. Customs Services (Customs), heat treatment
constitutes further advancement and would result in the classification of an
otherwise rough-formed fitting as a butt-weld fitting under TSUS item 610.88.
Heat treatment does not change the physical appearance of a fitting.

3/ Transcript of the conference at pp. 85-87. A3
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cleaning, heat treatment, machining, grinding, die stamping, painting, and so
forth, as a share of the total production costs of the finished butt-weld pipe
fittings. Responses varied considerably, but it appears that the variation is
largely attributable to the different types of fittings produced by the
reporting firms. Seven producers reported data on their integrated production
costs. These firms reported that costs (including raw material costs) to
produce rough-formed fittings, as a share of total costs to produce finished
fittings, ranged from 46 to 88 percent. The addition of coining and heat
treatment, steps virtually always performed prior to importation, if required,
brought the shares of the total production costs up to 52 to 89 percent. The
following tabulation of production costs summarizes the responses of the
integrated producers, in percent of total production costs: 1/

Nonweighted Weighted

Item ' Range average average 1/
Cost of raw material--—---———- 2/ 21-76 46 62
Costs through rough forming--- 3/ 46-88 68 81
Costs through coining and
heat treatment--——----——e-—- 4/ 52-89 72 82
Costs to machine--—---——=————- 5/ 9-38 20 14

1/ Computed by weighting each firm's percent-of-production costs by its
quantity of integrated production (cost of integrated production is not
available).

2/ The shares of total production costs accounted for by raw materials were
* % %,

3/ The shares of total production costs to rough-form were * * *,

4/ The shares of total production costs at this stage were * * %,

5/ The shares of total production costs to machine were * * %,

The bulk of finishing costs are fcr machining operations, with other
finishing operations such as die stamping, grinding, cleaning, and painting
generally costing considerably less. The high machining costs for * * * and
* % % could be attributable to the facts that 1) * * %, and 2) * * %,

U.S. tariff treatment

Prior to April 1984, the tariff classification for butt-weld pipe
fittings was TSUS item 610.80 (reported under TSUSA item 610.8046); after that
date, such fittings have been classified in TSUS item 610.88. TSUS item
610.88 covers finished and unfinished butt-weld pipe fittings. If Customs
determines that 1) particular imported butt-weld pipe fittings were produced
by a process that, for Customs purposes, is deemed to be a "forging" process,
and 2) such butt-weld pipe fittings were not machined, not tooled, and not
otherwise advanced beyond forging, then these fittings would be classifiable
in TSUS item 606.71 and reported under TSUSA item 606.7120. There have been
inconsistencies in the classification of unfinished butt-weld fittings for
tariff purposes, both on the part of interested parties and on the part of
Customs. In a Customs seminar held in New Orleans during the week of
September 21, 1986, Customs officials were instructed that all rough-formed
butt-weld pipe fittings were to be classified in TSUS item 610.88. The A-6
rationale presented was that the rough-formed fittings are shaped from an

1/ * % %,
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already wrought produbt, e.g., pipe, and not from a lump of steel; the
resultant fitting has been "formed" rather than "forged." 1/

As a result of the agreements reached during the Tokyo Round of the MTN,
the current (effective Jan. 1, 1986) most-favored-nation (MFN) (col. 1) 2/
rate of duty for TSUS item 610.88 is 7 percent ad valorem. It will be further
reduced to a rate 3/ of 6.2 percent ad valorem effective January 1, 1987. The
column 2 rate of duty is 45 percent ad valorem. 4/ Imports under this tariff
item have been designated as articles eligible for duty-free entry under the
GSP. 5/ Imports from Brazil are entitled to GSI' treatment; those from Japan
and Taiwan are not. ‘

The following tabulation shows the duty rates for TSUS items 610.88 and
606.71, in percent ad valorem:

TSUS Description : Col. 1 * LDDC's © Col. 2
item : (abridged) : Jan. 1, : Jan. 1, : : :
: : 1986 : 1987 : :
610.88 : Carbon steel butt-weld pipe : 7.0 : 6.2 : 6.2 : 45

: fittings under 14 inches : : : :
: (inside diameter). : : : :
606.71 : Carbon steel forgings, not : 4,5 ¢ 4.2 ¢ 4,2 ¢ 25
machined, not tooled, and : H : :
: not otherwise processed : : : :
: after forging. : : : :

1/ The tariff classification for butt-weld pipe fittings covers finished and
unfinished merchandise unless classifiable elsewhere. 1In the course of these
investigations, several importers of butt-weld fittings reported that,
although they tried to enter their '"rough-formed" fittings under TSUS item
610.71, Customs reclassified them into TSUS item 610.88. In each of these
cases, the importers stated that the rough-formed fittings had been "sized" as
part of the "forging/forming" process. Two importers, * * * agnd * % %,
reported importing rough-formed fittings under TSUS item 606.71 for sale to
X kX %X, X% %X %X,

2/ The col. 1 rate is applicable to imported products from all countries
except those Communist countries and areas enumerated in general headnote 3(d)
of the TSUS. However, these rates would not apply if preferential treatment
is sought and granted to products of developing countries under the
Generalized System of Preferences (GSP) or the Caribbean Basin Economic
Recovery Act (CBERA), or to products of Israel or of least developed
developing countries (LDDC's), as provided under the special rates of duty
column.

3/ Final concession rates granted under the Tokyo Round of the MTN are a
- result of staged duty reductions of col. 1 rates that began Jan. 1, 1980.

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

5/ The GSP, enacted as title V of the Trade Act of 1974, provides duty-firée
treatment for specified eligible articles imported directly from designated
beneficiary developing countries. The GSP, implemented in Executive Order No.
11888 of Nov. 24, 1975, applies to merchandise imported on or after Jan. 1,
1976, and is scheduled to remain in effect until July 4, 1993.
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Nature and Extent of Sales at LTFV

Details of Commerce's final LTFV determinations are contained in the
Federal Register notices presented in appendix A; the LTFV margins, in percent
ad valorem, are presented below:

Final
Country and firm LTFV margin
Brazil-~——————m 1/ 52.25
Taiwan:

Rigid Industries——-———————-—-nonm 2/ 6.84
Chung Mung Pipe Fitting

Manufacturing Co. (C.M.)-———-—~ 3/ 8.57

Gei Bey Corp——- ~——— 1/ 87.30

Chup Hsin Enterprises——--———————- 1/ 87.30

All others——————————om 49.46

1/ Because of no response to Commerce's questionnaire, "best available
information" supplied by petition was used.

2/ Commerce examined sales of butt-weld pipe fittings produced by Rigid
Industries, valued at $***, during Sept. 1, 1985, to Feb. 28, 1986, and found
that $x*xx, or * % % percent, were sold at LTFV. In terms of quantity, * X %
of * * %X pijeces examined were sold at LTFV.

3/ Commerce examined sales of butt-weld pipe fittings produced by C.M.,
valued at $***, during Sept. 1, 1985, to Feb. 28, 1986, and found that $*xx,
or * % * percent, were sold at LTFV. In terms of quantity, * * % of * % %
pieces examined were sold at LTFV.

In its notices of final determination of sales at LTFV of butt-weld pipe
fittings from Brazil and Taiwan, Commerce noted that a U.S. producer, Tube
Turns, Inc., opposes the petition and maintains that the petition was not
filed "on behalf of"” a U.S. industry. Commerce stated in its notices that it
relied on petitioners' representation that it has in fact filed on behalf of
an industry until proven otherwise; inasmuch as Tube Turns was the only member
of the U.S. industry to actively oppose the petition, and it does not
represent a "major proportion" of the industry, there is no such proof. 1/

The Domestic Market

v
i

Apparent U.S. consumption

Apparent U.S. consumption of finished butt-weld pipe fittings increased
from 68.6 million pounds in 1983 to 80.6 million pounds in 1984, or by
17 percent, and then fell by 2 percent to 79.0 million pounds in 1985
(table 1). However, such consumption during January-June 1986, at
41.2 million pounds, was 8 percent above the level of consumption during
January-June 1985.

1/ In its questionnaire, the Commission asked producers to indicate whether
they were in support of, opposed to, or taking no position with respect to the
petitions. Seven firms, accounting for between one-half and two-thirds of A-8
1985 and January-June 1986 production of finished butt-weld fittings,
indicated written support of the petition.
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Table 1.--Butt-weld pipe fittings: Apparent U.S. consumption, by types,
1983-85, January-June 1985, and January-June 1986

(In thousands of pounds)
: ' ; January-June--

Item " 1983 ' 1984 1985 .
: : : ‘1985 0 1986

Finished butt-weld pipe
fittings: 1/

Domestic shipments———--~: *okk g *kk okk g *kk g Kekk

Imports—--———=——womm————: k2.2 xkk o Khk o *kk o *kk

Apparent consumption----: 68,625 : 80,561 : 79,015 : 38,159 : 41,218
Rough-formed and semi- : : : :

finished butt-weld : : :
pipe fittings: : : :

Domestic production 2/--: XKk o *kK *KK g *KK s Fokk
Imports——-——————r—m————e : *kk XXk *kk 3 *kk Kkk
Apparent consumption----: 42,486 : 67,760 : 58,276 : 30,927 : 21,983

1/ Apparent consumption of finished butt-weld pipe fittings on the basis of
value is presented in table D-1 in app. D.

2/ Domestic production of finished butt-weld pipe fittings from pipe, plate,
bar, or billet in each period, plus production of unfinished fittings that are
shipped in that stage, is assumed to approximate consumption of U.S.-produced
rough-formed and semifinished butt-weld pipe fittings.

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

The bulk of U.S. consumption of rough-formed and semifinished butt-weld
pipe fittings, all of which are used in the production of finished fittings,
is accounted for by articles produced for captive consumption and by imports.
%X * % reporting production of semifinished articles for sale, had open-market
shipments of * * * pounds in 1983, * * * pounds in 1984, * * * pounds in 1985,
and * * * pounds during January-June 1986, compared with * * * pounds during
January-June 1985. Apparent consumption of rough-formed and semifinished
butt-weld pipe fittings increased from 42.5 million pounds in 1983 to
67.8 million pounds in 1984, or by 59 percent, and then fell by 14 percent to
58.3 million pounds in 1985 and by an additional 29 percent during
January-June 1986 compared with January-June 1985.

Channels of distribution

A-9
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Producers reported that 98 percent of their 1985 shipments of finished
butt-weld pipe fittings were sold to jobbers or distributors for eventual sale
to the end user and only 2 percent were to the end user directly. Minimal
amounts of finished fittings are sold to other U.S. producers that desire to
complete their product line, or to supplement their own production. Importers
also reported that 98 percent of their shipments of finished butt—weld pipe
fittings were to distributors in 1985.

Some distributors stock only U.S. fittings and some only imports, whereas
others carry both lines, either separately or commingled. In addition to
selllng butt-weld pipe fittings, distributors typically stock other types of
pipe fittings and related products such as valves. 1/

U.S. Producers

The Commission identified 12 U.S. producers 2/ of butt-weld pipe
fittings. Questionnaire responses were received in these final investigations
from 11 of these producers, accounting for virtually all of the production of
finished butt-weld pipe fittings in 1985. Table 2 presents the names of the
producing firms and their shares of 1985 and January-June 1986 production of
finished butt-weld pipe fittings by integrated processes and by conversion of
purchased unfinished fittings. . - .

8ix U S. producers do not buy any unflnlahed butt-weld pipe flttlngs,

these "integrated" firms begin their manufacturlng process with pipe (or other
such raw materials as plate, billets, or bars) that they first make into
rough-formed fittings and then complete the necessary machining, cleaning,
painting, and so forth, steps to finish the fittings. Two 3/ U.S. producers
buy only unfinished butt-weld fittings as their raw materlal these

"converter” firms then complete whatever advancement steps are necessary in
order to finish the fittings. Four other U.S. producers buy rough-formed or
semifinished fittings as well as the raw materials used by the integrated
producers; these "combined" firms produce some of their finished butt-weld
fittings in integrated processes from pipe, plate, bar, or billet and produce
the remainder of their finished fittings by converting purchased unfinished
fittings into finished products.

Ladish Co., Inc.--Ladish, one of the petitioners, is X % *:and currently
operates establishments producing butt-weld pipe fltt1ngs in. RussellV111e, AR,
and Cynthiana, KY. Ladlsh 1s * Xk X, .

Mills Iron Works, Inc.--The only butt-weld pipe fittings produced by
Mills Iron Works, one of the petitioners, in its Gardena, CA, plant are
reducers. Most other reporting producers manufacture more than one type of
butt-weld pipe fitting. * * *,

1/ Transcript of hearing, pp. 16 and 26.

2/ One of these producers, ITT Grinnell, ended production of butt-weld pipe
fittings during 1985 and * * %, % % %, Jllence, available aggregate U.S.
producers' data for 1983 and 1984 are understated.

3/ Technically, there * * * that has no integrated production of finished
butt-weld fittings; however, * * % has so little integrated production thatAit
is effectively a converter.



Table 2.--Finished butt-weld pipe fittings: U.S.

by types of firms and by types of
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producers' shares of total production,
production processes, 1985 and January-June 1986

.
.

:Share of total reported production of

: : Position :finished butt-weld fittings made by--
. : Type of : with All Integrated : Conversion
Firm : producer respect :_processes : processes processes
: : to : :Jan.-: ¢ Jan.-: ¢ Jan.-
: : petitions : 1985:June : 1985: June : 1985 : June
: : : :1986 : : 1986 : 1986
: : e E Percent———--—-—————nmo—
Petitioners: : : : : : : :
Ladish Co., Inc—-----=~ : *%% : Supports Todkk 3 kkk o kkk ;o kkk ;0 kkk g Hodok
Mills Iron Works, Inc--: *%% : Supports s KRk g okkk g kkk ;0 kkk ; kkk g *kk
Steel Forgings, Inc-——-: *%% : Supports s kkk  kkk o kkk ; kkk  kkk fatatel
Subtotal ——— - —_ s kkk 5 dokk 3 kkk X%k o Kk . XKk
All other: : : : : : : : :
Flo-Bend, Inc———-————--: XKK 3 KKK s KKK 3 kkk 3 KKK 3 Kkk 3 %kk KKK
Hackney' Inc—————————-- : KKk 3 Kkk s kkk o kkk g kkk . kkk o kkk XKk
ITT Grinnell———————c—-o . Kkk o kX o dokk s kkk s dokk KKK . L33 FoXk
Los Angeles Boiler : : : : : : : :
Works, Inc—-——————e—== : kK 3 kkk o kkk o kkk s kXX E.3.¢ b3+ 2 Kk
Standard Fittings Co——-: *kk 5 kkk o dekk s o kkk g kkk s kkk s kkk dokok
Tube Forgings of : : : : H : :
Ameri_ca’ Inc——————e—— : KKk o Kkk o Kkk s kkk g kdk XKk . Kk . Yo dkek
Tube-Line CO————————e—— : *KK 3 KKK s kkk 3 kkk 3 KKk 3 Kk KKK Fxk
Tube Turns, Inc———————- H Kkk o Opposes e kkk s kkk s kkk Kk o XXXk . Kkxk
Weldbend Corp—--——--——--—- : *%% : Supports P kK 3 kkk g kkk 3 kkk ; kkk fadade
Subtotal - - TR T KKk
Total--———————- —_—— s 100 : 100 : 100 : 100 : 100 : 100

.
.

Source:

official statistics of the U.S. Department of Commerce.

Compiled from questionnaires of the U.S. International

Trade

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

Commission and

A-11
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Steel Forgings, Inc.--Located in Shreveport, LA, this petitioner is * % %,

Flo-Bend, Inc.--Flo-Bend, located in Tulsa, OK, is a small domestic
producer of the products subject to the investigations. * * %, 1/ Flo-Bend
is * % %,

Hackney, Inc.--This Dallas-based company, * * * producer of butt-weld
pipe fittings, * * *, Hackney produces some of the subject fittings * % %,

LA Boiler Works.--This company moved its production facilities from Los
Angeles, CA, to Blackwell, OK, in 1983 in an attempt to * * %, LA Boiler
Works produces * * X,

Standard Fittings Co.--This company located in Opelousas, LA, started
production of carbon steel butt-weld pipe fittings in 1984. * % %,

Tube Forgings of America, Inc.--Tube Forgings, located in Portland, OR,
ceased operations in December 1985 and its assets were attached by the bank to
pay its liabilities; however, equipment and inventories of the firm were
purchased from the bank by a corporation headed by Jay Zidell, the son of the
former owner and the inventories are being liquidated. * * %, Mr, Zidell
states that, as of this time, there are no plans to * % X,

Tube Turns, Inc.--Tube Turns is * % * opposed to the petitions. On
December 15, 1983, Tube Turns was purchased by several affiliates of Sumitomo
from ALCHEM, Inc. Tube Turns, located in Louisville, KY, produces * * %,

Tube-Line Co.--Tube-Line is the * X %,

Weldbend Corp.--This company located near Chicago, IL, is * % % U.,S,
producer of butt-weld pipe fittings and is in support of the petitions.
Weldbend reported * * %, At the hearing, counsel for TSI Industries, Inc.,
Silbo Steel Corp., and Conforja S/A stated that his clients sell finished
butt-weld pipe fittings to Weldbend. Subsequently, counsel stated that the
fittings were unpainted. 2/ Weldbend, * * *, reported that * * %,

1/ See letter to U.S. Department of Commerce dated Mar. 12, 1986, from
Counsel for Flo-Bend (Docket No. 1288-1290). As previously discussed,
Customs' current position is that all butt-weld pipe fittings made from pipe
are classifiable under TSUS item 610.88 as butt-weld fittings rather than
under TSUSA item 606.7120 as non-further-processed forgings. However, some
rough-formed fittings are indeed liquidated under TSUSA item 606.7120.
Petitioners limited the scope of the product(s) to imports classifiable (not
classified) under TSUS item 610.88 (see letter from counsel for petitioners
dated Aug. 21, 1986). ’

2/ Post-hearing brief filed on behalf of TSI Industries, Inc., Silbo Steeél12
Corp., and Conforja S/A, p. 3.



A-13

U.S. Importers

The Commission received responses to its questionnaires in these final
investigations from 24 importers, accounting for virtually all of the imports
of butt-weld pipe fittings from Brazil, Japan, and Taiwan in 1985. 1/ Only
three firms reported importing rough forgings. The sources of these imports
were X X % gnd * % %, Eleven firms reported importing semifinished butt-weld
pipe fittings. The sources of these imports were * * *, Japan (imported
mostly by * * *), Taiwan (imported mostly by * * %), and other countries
(imported mostly by * * %), Nineteen firms reported importing finished
fittings. The principal sources; of these imports were * * *, Japan (imported
mostly by * * %), 2/ and Taiwan (imported mostly by * X x),

* * % jmport unfinished fittings that they convert into finished
fittings. * * * does not import these unfinished fittings but does buy them
from * * %, Although * * * is not an importer of record for any imports of
butt-weld pipe fittings, it is * * X customer of subject butt-weld pipe
fittings imported by * * %,

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

U.S. production. capacity, and capacity utilization

Table 3 shows U.S. producers' production of rough-formed fittings as well
as their production of finished butt-weld pipe fittings from not only their
own rough-formed fittings but also from unfinished fittings obtained from
other sources. Production of rough-formed fittings decreased from * * %
pounds in 1983 to * * % pounds in 1985, or by 14 percent and then continued to
fall by another 10 percent during January-June 1986, compared with such
production during January-June 1985. * * % reported no production of the
rough-formed fittings; however, * * %'s reported production of the
rough-formed fittings * * %,

Production of finished butt-weld pipe fittings from imported or otherwise
purchased rough-formed fittings was reported by * * *; 3/ such production
nearly tripled from * * * pounds in 1983 to * * % pounds in 1985, and
increased by about one-sixth in January-June 1986, compared with such
production during January-June 1985. DIroduction of finished butt-weld pipe
fittings from purchased rough-formed fittings more than doubled as a share of
total production of finished butt-weld pipe fittings from * * * percent in
1983 to * * * percent in 1985 and * * * percent during January-June 1986.

Production of finished butt-weld pipe fittings from imported, or
otherwise purchased, semifinished fittings increased by 75 percent in 1984 to
* * % pounds, fell by 12 percent to * * * pounds in 1985, and then decreased
by 30 percent during January-June 1986, compared with such production during

1/ Thirteen of these importers each accounted for imports of over 1 million
pounds of butt-weld pipe fittings in 1985. They are, in order of import
quantity, * * *, Two other importers had imports of over 1 million pounds
during January-June 1986--% % % gnd * * %,

2/ X X% %,

3/ % x %, A-13
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Table 3.--Butt-weld pipe fittings: U.S. production of finished butt-weld
pipe fittings from rough-formed and semifinished fittings purchased from
another producer and/or importer, and from carbon steel pipe, 1983-85,
January-June 1985, and January-June 1986

(In thousands of pounds)

. .
. .

Item " 1983 ' 1984 ' 1985

January-June~-

R}

1985 1986

Production of rough- : . : : :
formed fittings—----—-- : *kk g *kk 3 el *kk kK
Production of finished : : : :
butt-weld pipe :
fittings from:
Rough-formed fittings
purchased from H : : :
another producer : : : : :
and/or importer------ : fade S B adat *KX kkk *okk
Semifinished fittings : v : : : :
purchased from : : 3.
another producer

and/or importer 1/---: adata S ok g fatat fatatali | ¥kk

Carbon steel pipe 2/---:__ 20,910 : 22,715 : 17,453 : 8,596 : 8,075
Total production of : .o : :
finished butt-weld : : : : H

pipe fittings—-~—-- : 36,602 : 51,795 : 47,580 : 25,008 : 22,698

1/ Includes production reported by * * * that had additional processing
steps of * * %, Such production amounted to * * %,

2/ Data also include production of butt-weld pipe flttlngs from carbon steel
plates, billets, and bars.

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

January-June 1985. Such production increased its share of total production of
finished butt-weld pipe fittings from * * * percent in 1983 to * * * percent
in 1984, and then decreased its share to * * * percent in 1985 and

* % % percent during January-June 1986. 1/ ' -

Production of finished fittings from puéchased unfinished fittings,
whether rough-forged or semifinished, increased from 15.7 million pounds in
1983 to 29.1 million pounds in 1984, or by 85 percent, and then increased by
an additional 4 percent in 1985; during January—June 1986, such production
amounted to 14.6 million pounds, representing a decrease of 11 percent

1/ Not all of the semifinished fittings were imported merchandise. * % X,
Although the Commission questionnaire did not collect information on
conversion of imported versus U.S. unfinished fittings to the finished form,
such conversion of U.S.-produced semifinished butt-weld fittings would account
for a negligible share of the production of finished butt-weld pipe fittinﬁ§14
from semifinished fittings.
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compared with that during January-June 1985. Production of finished fittings
by conversion of unfinished fittings accounted for 43 percent of total
production of finished butt-weld pipe fittings in 1983, 56 percent in 1984, 63
percent in 1985, and 64 percent during January-June 1986. Production of
finished fittings from unfinished fittings that were already beveled and
required * * * to convert to a finished fitting amounted to * * * percent of
total production of finished butt-weld fittings in 1983, * * * percent in
1984, * * % percent in 1985, and * * * percent during January-June 1986.

Integrated production of finished butt-weld pipe fittings from carbon
steel pipe, plate, and bars rose. by 9 percent to 22.7 million pounds in 1984
and then fell by 23 percent to 17.5 million pounds in 1985 and continued to
fall by 6 percent during January-June 1986, compared with such production
during January-June 1985. 1Integrated production of finished butt-weld pipe
fittings decreased as a share of the total production of finished butt-weld
pipe fittings from 57 percent in 1983 to 44 percent in 1984, 37 percent in
1985, and 36 percent during January-June 1986. Tube Turns, a producer using
both integrated and conversion processes, alleges that it has had difficulties
in obtaining seamless pipe used in the production of butt-weld pipe fittings
from U.S. producers and foreign sources. The firm feels that this problem has
been exacerbated by export restraint agreements between the United States and

several countries including Japan. 1/

Total production of finished butt-weld pipe fittings increased from
36.6 million pounds in 1983 to 51.8 million pounds in 1984, or by 42 percent,
and then decreased by 8 percent to 47.6 million pounds in 1985. Total
production of finished butt-weld pipe fittings then continued to fall by 9
percent during January-June 1986, compared with such production during
January-June 1985.

The Commission was able to confirm the plant closings or major production
line shutdowns since 1982 identified in the petition. The 1982 closing of
Taylor Forge in Memphis, TN, * * *, A major production line shutdown
identified in the petition at Ladish's Cudahy, WI, plant in 1984 also involved

1/ See, e.g., transcript of conference at pp. 67 and 68, transcript of
hearing at pp. 105-108, and letter dated Nov. 4, 1986, filed by Tube Turns'
counsel. Ladish Co., on the other hand, reported no problem purchasing
seamless pipe and believes the price has decreased in the last 2 years because
of oversupply (transcript of hearing at pp. 12 and 13). * * * were contacted
by the staff regarding the availability of seamless pipe. There was general
consensus among these producers that seamless pipe was available; however,
several firms added qualifying statements. * * X reported that it had to buy
in large quantities to purchase from its primary source, * * %, % % * concurs
that large quantities are necessary to purchase from U.S. mills; % * * buys
both foreign and domestic pipe from distributors that in many cases have
excess inventories they are working down. * * * buys imported pipe from * % %
because it is priced substantially below the U.S. domestic price; however,

* % % reports that the price of * * % pipe in the United States is about 20 to
30 percent lower than the price of * % % pipe in * * * and feels that the
quotas on pipe negotiated by the Government, although "well-meaned,” are
protecting the basic steel industries and "shooting the fitting industry in
the head.”™ Although * * * states that pipe is readily available from both
U.S. and foreign sources, it is more economical to buy the unfinished fitkiag
than to buy the pipe and form the fitting.
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primarily butt-weld pipe fittings over 14 inches inside diameter. 1/ Ladish
* % %,  Although ITT Grinnell * * %,  the firm indicated * * * that the
Princeton, KY, plant did produce finished butt-weld pipe fittings under 14
inches in inside diameter, primarily from * * *, prior to its closure in

1985, * * %, Tube Forgings' Portland, OR, plant, * * * during 1984 and 1985,
closed in December 1985. This closing, however, was only temporary; the
facilities are currently being used to * * %,k 2/

Table 4 shows U.S. producers' production, capacity, and capacity
utilization data for rough-formed and finished butt-weld pipe fittings.
Capacity to produce the rough-formed fittings has remained essentially
constant throughout the period. However, capacity to produce the finished
butt-weld pipe fittings steadily increased from * * * pounds in 1983 to * * %
pounds in 1985, or by 6 percent, and continued to increase by 3 percent during
January-June 1986, compared with capacity during January-June 1985. % % %
reported a * * *-percent increase between 1983 and 1985 in the firm's capacity
to do both integrated and finishing processes; capacity increases amounted to
* % * pounds for integrated production and * * * pounds for finishing
processes. A decrease of * * % pounds in annual capacity during 1983-85 was
reported by * * % as a result of * * %; an increase of * % * pounds was
reported by * * * during this period as was an increase of * * * pounds by
* % %, Capacity changes by * * % apply to both rough-formed and finished
butt-weld fittings operations. Capacity utilization was significantly higher
for finishing butt-weld pipe fittings than for rough-forming operations.
Capacity utilization for the rough-formed fittings decreased from 25 percent
in 1983 to 21 percent in 1985 and to 19 percent during January-June 1986.
Capacity utilization for finishing increased from 38 percent in 1983 to 52
percent in 1984 and then fell to 46 percent in 1985 and 43 percent during
January-June 1986.

U.S. producers' purchases of butt-weld pipe fittings

Four U.S. producers of butt-weld pipe fittings reported minimal purchases
of finished fittings, virtually all of which were produced in the United
States. Five producers reported purchases of unfinished butt-weld fittings
that they converted into finished fittings.  The purchases of unfinished
fittings by U.S. producers increased from 11.8 million pounds in 1983 to
35.4 million pounds in 1985 and then decreased to 17.1 million pounds during
January-June 1986, compared with 24.8 million pounds during January-June
1985. Imports by U.S. producers accounted for 21 percent to 45 percent of
these purchases in each period and purchases of imported fittings from
importers or other sources accounted for 52 pércent to 78 percent; purchases
of U.S.-produced fittings accounted for 3 percent or less of total purchases

1/ % % %,
2/ Although Mr. Zidell, the president of the firm, * * *, The position of

the petitioners is that the inventories of Tube Forgings are being liquidated

in an orderly manner (see p. 4 of petitioners' post-hearing brief), whereas

the position of respondents is that Tube Forgings' closure and reacquisition

by the Zidell family was a profitable action and the firm has clearly not

ceased production (see, for example, p. 5 of post-hearing brief on behalf of

TSI Industries, Inc., Silbo Steel Corp., and Conforja S/A). A-16
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Table 4.--Butt-weld pipe fittings: U.S. production, capacity, and capacity
utilization of rough-formed and finished butt-weld pipe fittings, 1983-85,
January-June 1985, and January-June 1986

.o
.

January-June--

es e

Item ' . 1983 . 1984 1985 . :
' : : © 1985 | 1986

Rough-formed fittings: : : : : :
Production--1,000 pounds-—-: | %X *hX *kk *kk latatdd
Capacity--~—-~~-—-—-~ do———-: kK XkKk 4 K%k o KKk ¢ 2.2

Capacity utilization 1/ : : : : :
percent—-~: 25.1 : 27.9 : 21.2 : 20.8 : 18.9

Finished fittings: : : : : :
Production--1,000 pounds--: 36,602 : 51,795 : 47,580 : 25,008 : 22,698
Capacity _____________ do-——-: Kok o Hkk . KKK . kX o Kk

Capacity utilization 1/ : : : : :
percent--: 38.2 : 52.1 : 46 .4 48.5 : 43.1

. . . . .
b3 K3 o

1/ Calculated from data supplied by firms reporting both production and
capacity figures.

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

of unfinished fittings in each period. Purchases of butt-weld pipe fittings
by U.S. producers are shown in the following tabulation, (in thousands of
pounds).

January-June-—
Item 1983 1984 1985 1985 1986

Unfinished fittings:
Imported by U.S. producers of

butt-weld pipe fittings—--- *kk Biatatel xkk * ¥k falatd]
Other purchases of imported
products 1l/-——-—memmmmm Fedkk Kbk ¥k KKk : Yk
Purchases of U.S.-produced
products—————— e Fokk Xk kK 233 KKK
Total-——-——mmm e 11,848 24,176 35,364 24,786 17,116

Finished fittings:
Imported by U.S. producers of

butt-weld pipe fittings---- Hokx fadate Yokk Fkk *kk
Other purchases of imported
products ___________________ Y%k % Jekk Yk Xk Yok k Kk k
Purchases of U.S.-produced
products ___________________ %k % KKKk Yk Kk %k b .24
Total——~—— e Fokk kK * kK *kk Kkk

1/ Includes purchases of unfinished pipe fittings that have been beveled

prior to importation, reported by * * *, amounting to * * X,
A-17
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Three U.S. producers of butt-weld pipe fittings reported importing
unfinished pipe fittings. Imports from Japan and Taiwan increased their share
of such imports of unfinished fittings from 71 percent in 1983 to 94 percent
in 1984, 99 percent in 1985, and 100 percent during January-June 1986. Four
producers of butt-weld pipe fittings reported purchasing imported unfinished
pipe fittings from U.S. importers or other sources. DProduct imported from
Brazil, Japan, and Taiwan accounted for a minimum of 14 percent to 54 percent
of such purchases. 1/

U.S. producers' shipments

Shipments of semifinished butt-weld pipe fittings and finished butt-weld
pipe fittings are presented in table 5. No U.S. producer reported shipments
of rough-formed fittings. * * * reported shipments of semifinished butt-weld
pipe fittings.

Domestic shipments of finished butt-weld pipe fittings produced in U.S.
establishments increased 10 percent from 1983 to 1985, and then rose by 16
percent during January-June 1986, compared with domestic shipments during
January-June 1985. * * % reported * * * domestic shipments of finished
butt-weld pipe fittings during January-June 1986, compared with January-June
1985; * * %  however, reported * * * domestic shipments of * * * pounds in
1983, * * * pounds in 1984, * * * pounds in 1985, and * * * pounds during
January-June 1986, compared with * * * pounds shipped during January-June
1985. * * %'g ghare of domestic shipments has likewise * * * over the period
from * * * percent in 1983 to * * * percent in 1985 and * * % percent during
January-June 1986.

U.S. producers' inventories

Inventories of rough-formed butt-weld pipe fittings, all of which was
imported material that was * * %, % % % from * * * pounds at yearend 1982 to
* * * pounds at yearend 1984 and then * * % to * * * pounds at yearend 1985
(table 6). As of June 30, 1986, such inventories amounted to * * * pounds.

Imported semifinished butt-weld pipe fittings composed the majority--70
percent or higher--of the inventories of semifinished butt-weld pipe fittings
reportedly held by U.S. producers. Inventories of semifinished butt-weld pipe
fittings decreased from * * % pounds at yearend 1982 to * * * pounds at
yearend 1983 and then rose to * * * pounds at yearend 1985. As of
June 30, 1986, such inventories amounted to * * * pounds.

Inventories of finished butt-weld pipe fittings, unlike the unfinished
material, is virtually all of the reporting firms' "own" production (although
production includes converting purchased unfinished fittings). Such
inventories decreased from 22.4 million pounds at yearend 1982 to 14.8 million
pounds at yearend 1983 and then rose to 20.1 million pounds at yearend 1985.
As of June 30, 1986, however, such inventories fell to 15.0 million pounds.

1/ * * * reported total purchases of foreign-produced unfinished fittings
but said that such data by country of origin were not available. However,
several suppliers of * * * reported that they supplied * * *, Therefore, theg
shares of purchases of unfinished fittings from Brazil, Japan, and Taiwan are
understated. :



Table 5.--Butt-weld pipe fittings:
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Shipments of U.S.-produced butt-weld pipe
fittings, by types, 1983-85, January-June 1985, and January-June 1986

Item © 1983

..

January-June--

. 1984 . 1985
X . . . 1985 . 1986
) Quantity (1,000 pounds)
Semifinished: : I : : :
Intracompany and inter-: : : : :
company transfers—---—-: *kk fade T *kk g fada t B Kkk
Domestic shipments 1/--: *kK g *kk g *kk 3 fatat B XXk
Export shipments--—---—- : fadade N fatadedi fadadedi) *xk fadadal
Total—— —_— . XXk o *kk o Kkk o k¥ o Xkk
Finished: : : : : :
Intracompany and inter-: : : : :
company transfers—---: *okk g Yokk g *kk g ot Yokk
Domestic shipments---—-- : kK *kk *kk *kk 3 *hk
Export shipments-----——- : *kk *kk *KK *kK fadadel
Total-———--mmmme o : 43,664 : 46,546 48,164 : 24,092 : 27,876
; Value (1,000 dollars)
Semifinished: : : : : :
Intracompany and inter-: : : : :
company transfers——--: *kk g *kk 3 *kk g *kk g *okk
Domestic shipments 1/--: XXk g *kk . fadet N fadat B *kk
Export shipments---——-- : faledediH *kk *kk Xkk fadaded
Total- H Kkk o 2.2 S kkk o b 3.3 S Kk k
Finished: : : : : :
Intracompany and inter-: : : : :
company transfers—---: et S B *kk g fade S fadet I Fokk
Domestic shipments———-- : *kk g fatad *kk 3 *kk g XKk
Export shipments———-—-- : X%k . faladali] XXk Xkk fadadel
Total - : 42,091 : 46,462 : 45,836 : 24,445 : 22,302
1/ % % %, ) ) )

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

U.S. International Trade Commission.

A-19
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Table 6.--Butt-weld pipe fittings: End-of-period inventories of butt-weld
pipe fittings held by U.S. producers, by types, 1982-85, January-June 1985,
and January-June 1986

(In thousands of pounds)

As of Dec. 31-- . As of June 30--
Item - X ; : )
1982 © 1983 T 1984 o 1985 © 1985 o 1986
Rough formed : : : : : :
fittings l/ _________ : Kkk o kX . KXk o Ykk o k% o KXk
Semifinished butt-weld: : : : : :
pipe fittings 2/----: XKk KKK KKK o XkKk o *kK *kk
Finished butt-weld : : : : : :
pipe fittings 3/-——--:__ 22,398 : 14,767 : 19,056 : 20,124 : 21,160 : 14,983

Total-———mmmm e : 34,395 ¢ 23,939 : 24,235 : 31,484 : 35,835 : 27,773

1/ Data are for * * * and represent rough-formed fittings that were purchased
from importers.

2/ Foreign-produced semifinished fittings accounted for over 70 percent of the
reported inventories in each period, composing * * * percent of the inventories
held at yearend 1982 and 1983, * * % percent of the inventories held at yearend
1984, * % * percent of those held at yearend 1985, * * * percent of those held on
June 30, 1985, and * * * percent of those held on June 30, 1986.

3/ Virtually all inventories of finished fittings were reported by the firms as
their own production. * * X,

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

Employment

Employment data were provided by firms accounting for 58 percent of total
production of finished butt-weld pipe fittings in 1985. The average number of
production and related workers employed in the production of butt-weld pipe
fittings increased by 19 percent from 1983 to 1984, fell slightly in 1985, and
fell by an additional 6 percent during January-June 1986, compared with that
during January-June 1985 (table 7). Ilours worked by and wages and total
compensation paid to these workers followed the same general trend.
Productivity increased from 1983 to 1985 and then decreased slightly during
January-June 1986, compared with that during.January-June 1985, and unit labor
costs decreased from 1983 to 1985 and then increased slightly during
January-June 1986, compared with that during January-June 1985.

A-20
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Table 7.--Average number of production and related workers producing butt-weld
pipe fittings, hours worked, 1/ wages and total compensation 2/ paid to such
employees, and labor productivity, hourly compensation, and unit labor costs
in the production of butt-weld pipe fittings, 1983-85, January-June 1985,

and January-June 1986

Item P 1983

January-June--

. 1984 . 1985 : -
: : : o 1985 © 1986
Average number of production : : : : :
and related workers----- ——— 194 : 230 224 205 : 192
Hours worked by production : : : : :
and related workers : : : : :
1,000 hours-—-: 365 : 448 415 203 : 200
Wages paid to production and : : : : :
related workers : : : : :
1,000 dollars—--: 3,600 : 4,388 : 4,049 1,989 : 2,000
Total compensation paid to : : :
production and related : : :
workers———-- 1,000 dollars—--: 4,566 5,430 : 5,013 : 2,458 : 2,429
Labor productivity : : : : :
pounds per hour--: 53.9 : 63.6 66.6 73.7 : 72.8
Hourly compensation 3/--~———m- : $9.86 : $9.79 : $9.76 : $9.80 : $10.00
Unit labor costs 4/ : : : : :
per 1,000 pounds--: $232 : $190 : $181 : $164 $167

.

.
o

.
.

1/ Includes hours worked plus hours of paid leave time.

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

benefits.

3/ Based on wages paid excluding fringe benefits.

4/ Based on total compensation paid.

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

U.S. International Trade Commission.
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Financial experience of U.S. producers

Six firms, accounting for * * * percent of 1985 production of finished
butt-weld pipe fittings, 1/ furnished usable income-and-loss data on both
their overall establishment operations and on their operations producing
carbon steel butt-weld pipe fittings under 14 inches in inside diameter.
Three additional producers, 2/ accounting for * * % percent of 1985
production, provided income-and-loss data on their overall establishment
operations for facilities in which butt-weld pipe fittings are produced but
were unable to provide usable data on the subject product.

Operations producing carbon steel butt-weld pipe fittings under 14 inches
in inside diameter.--Aggregate income-and-loss data of six U.S. producers on
their operations producing subject butt-weld pipe fittings are presented in
table 8. A breakdown of net sales, operating income, and the ratio of
operating income to net sales by the type of producer and by firm is presented
in table 9. Aggregate net sales increased from $41.6 million in 1983 to
$46.3 million in 1984, or by 11.2 percent, and then declined by 3.0 percent to
$44.9 million in 1985. Aggregate net sales of the five producers 3/ reporting
in the interim periods of 1985 and 1986 were $21.0 million and $23.9 million,
respectively, representing an increase of 13.8 percent between the two interim
periods. 4/ ‘

The six producers incurred aggregate operating losses in 1983, 1984, and
1985 of $7.7 million, $3.9 million, and $4.1 million, respectively, with
operating loss margins of 18.5 percent, 8.3 percent, and 9.1 percent. 5/
Aggregate operating losses of the five firms reporting interim-period data
increased from $1.1 million in 1985 to $1.3 million in 1986; for both interim
periods, the operating losses amounted to 5.4 percent of sales. 6/ All six
producers incurred operating losses in 1983 and five of the six reported
operating losses in 1984 and 1985. Three of the five firms reporting interim
data suffered operating losses in both interim periods.

1/ % % %,

2/ %X % %,

3/ * % % provided data on its operations during 1983-85 but not on the
interim periods ended June 30, 1985, and June 30, 1986, because the * * %,

4/ * % % reported * * % of * % % percent in its sales in 1984, * % * jin
1985, and then a * * *—percent * * % between the interim periods of 1985 and
1986. Excluding data for * * %, aggregate net sales show * * X,

5/ Three firms, * * %, % % %, and * * %, incurred operating losses of more
than $*** each in at least 2 years. The finandial difficulties of * * % have
already been discussed. The losses incurred by * * %, Questions were asked
of * X % of % % %, concerning possible reasons for * * %, % % % gtated that
market conditions are imposing limits on the prices that producers can demand
for butt-weld pipe fittings; he attributes this to the cost advantage that
importers and some competitors may have. * * %, Excluding * * * data,
aggregate operating loss margins fell from * * % percent in 1983 to * % %
percent in 1984 and then increased nearly threefold to * * % percent in 1985.

6/ The operating loss margins with * * %'s data excluded would be * % %
percent in 1983, * * % percent in 1984, * * * percent in 1985, * * * percent

in interim 1985, and * * % percent in interim 1986. A2
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Table 8.--Income-and-loss experience of U.S. producers on their operations
producing carbon steel butt-weld pipe fittings under 14 inches in inside
diameter, by firms, accounting years 1983-85 and interim periods ended June 30,
1985, and June 30, 1986

Interim period
ended June 30--

Ttem ‘1983 1984 . 1985 :
: : : 1985 . 1986
Net sales—-—---—-- 1,000 dollars—-: ;41,621 : 46,298 : 44,908 : 20,992 : 23,882
Cost of goods sold——---—- do——--: 41,195 : 1/ 43,291 : 43,116 : 19,456 : 21,828

Gross profit————————-——- do——--: 426 : 3,007 : 1,792 : 1,536 : 2,054
General, selling, and adminis-: : : : H
trative expenses :

1,000 dollars--: 8,131 : 6,864 : 5,858 : 2,663 : 3,334
Operating (loss)---—-—-- do~-—-: (7,705): (3,857): (4,066): (1,127): (1,280)
Interest (expense)-——--—— do----: (1,528): (1,158): (1,569): (kXX ; (kKx%)
Other income or (expense) : : : : H
1,000 dollars—-: 389 : 135 : (727): *kk Jokk
Net (loss) before income : : : : :
taxes———-—~—- 1,000 dollars--: (8,844): (4,880): (6,362): (1,427): (1,564)

Depreciation and amortization :
expense included above . : : : :
1,000 dollars--: 2,546 : 2,589 : 1,984 : 799 : 869
Cash-flow 2/-—-———————== do--—-: (6,298): (2,291): (4,378): (628): (695)
Ratio to net sales: : : : : :
Cost of goods sold

percent--: 9 96.0 : 92.7 : 91.

9.0 : 93.5 : 1.4

Gross profit-- do 1.0 : 6.5 : 4.0 : 7.3 : 8.6
General, selling, and admin-: : : :
istrative expenses : : : : :

percent--: 19.5 : 14.8 : 13.0 : 12.7 : 14.0

Operating (loss)-—--——- do———-: (18.5): (8.3): (9.1): (5.4): (5.4)
Net (loss) before income : : : :

taxes——————~————- percent--: (21.2): (10.5): (14.2): (6.8): (6.5)
Number of firms reporting . : : :

operating losses—————————cao : , 6 : 5 5 : 3 3

Number of firms reporting——---: 6 : 6 : 6 : 5 : 5

1/ % % x,

2/ Cash-flow is defined as net income or loss before taxes plus depreciation and
amortization expense. -

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 9.--Selected financial data of U.S. producers on their operations
producing carbon steel butt-weld pipe fittings under 14 inches in inside
diameter, by firm, accounting years 1983-85 and interim periods ended
June 30, 1985, and June 30, 1986

Interim period
ended June 30~--

Ttem " 1983 1984 . 1985 :
: : : 1985 | 1986
Net sales:
Integrated producers:
% % % % X % *
Combination producers:
* * * X * * *
Converters:
* % * * % * *
Total—-————=———- do-~---: 41,621 : 46,298 : 44,908 : 20,992 : 23,882
Operating income or (loss):
Integrated producers:
* * * * * % %
Combination producers:
% * % % * * *
Converters:
% X * % % % %
Total-—~—=——neun do~---: (7,705): (3,857): (4,066):\(1.127): (1,280)
Ratio of operating income or ‘
(loss) to net sales:
Integrated producers:
* % * * : % x *
Combination producers:
% X * % * * %
Converters:
* % % * * % %
Average-- do : (18.5): (8.3): (9.1):  (5.4): (5.4)
: : : : : A-24

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Cash-flow, which was negative in all periods, amounted to $6.3 million in
1983, $2.3 million in 1984, $4.4 million in 1985, $628,000 in interim 1985,
and $695,000 in interim 1986.

Overall establishment operations.--Aggregate income-and-loss data for
nine producers of butt-weld pipe fittings on the overall operations of their
establishments within which butt-weld pipe fittings are produced are presented
in table 10. The aggregate data for the six producers that also furnished
product-line data are discussed below and are presented separately from the
other three producers' aggregate data in table 10.

Aggregate net sales for the six firms reporting product-line data
increased from $105.5 million in 1983 to $111.5 million in 1985, or by 5.7
percent for the 2 years. Net sales for the five firms reporting product-line
data for the interim periods increased from $56.8 million in 1985 to
$58.9 million in 1986, or by 3.7 percent. 1/

The six producers incurred aggregate operating losses that decreased from
$9.8 million in 1983 to $8.8 million in 1984 and $4.5 million in 1985; the
operating loss margins were 9.3 percent, 8.0 percent, and 4.0 percent,
respectively. The five firms reporting data for the interim periods incurred
operating losses that decreased from $944,000, or 1.7 percent of sales, in
interim 1985 to $869,000, or 1.5 percent of sales, in interim 1986. 2/ Five
of the six firms reported operating losses for 1983, three did so for 1984,
and four for 1985. Two of the five firms reporting data for the interim
periods suffered operating losses in interim 1985 and three had operating
losses in interim 1986.

Capital expenditures.--Of the six firms providing profit-and-loss data on
their butt-weld pipe fittings operations, three firms provided the Commission
with usable data on their capital expenditures for land, buildings, machinery,
and equipment for the establishments in which butt-weld pipe fittings are
produced and two firms provided data on their capital expenditures relating to
butt-weld pipe fittings operations. These capital expenditures are shown in
the following tabulation (in thousands of dollars):

Overall Butt-weld
establishment pipe fittings

1983 —— e ok XKk
1984~ Kk Hxk
1985 - e Kkok Fkk
Interim period of--
1985~ e KKK Kkk
1986~~~ m e e KKK *kk

1/ x * * showed substantial increases in net sales from $*** in 1983 to §$¥xkx
in 1985, representing an increase of * * %X percent in 2 years, and from §$¥xx
in interim 1985 to $*** in interim 1986, representing an increase of
* % % percent. Excluding data from * * *, aggregate net sales show a * * %
from 1983 to 1985 and a * * * from interim 1985 to interim 1986 compared with
7.3 percent and 1.3 percent increases, respectively, for the periods when data
for * * % are included.

2/ * * % reported substantial operating losses in 1983 and 1984, $x**x /gRd
$xxx, respectively. The aggregate operating loss margins without * * % are
* * % percent in 1983, * * * percent in 1984, * * * percent in 1985, * % %
percent in interim 1985, and * * * percent in interim 1986.
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Table 10.--Income-and-loss experience of U.S. producers 1/ on the overall
operations of their establishments within which butt-weld pipe fittings are
produced, accounting years 1983-85 and interim periods ended June 30, 1985, and
June 30, 1986

: : : Interim period
ended June 30--

Item 01983 2/ | 1984 2/ | 1985 -
: : : 1985 T 1986
Net sales: : : : : :
6 producers--1,000 dollars--: 105,454 : 109,296 : 111,504 : 56,762 : 58,853
3 producers—--————-—~-—- do——--: *kk *kk o adadad Xkk g fadaded
Totgl ———~~— e do———- b 3.3 S dokk o *kk o X%k . *kk
Cost of goods sold: : : : : :
6 producers----———----- do----:3/ 95,110 :4/ 101,041 : 100,951 : 49,976 : 51,550
3 prgducers ____________ do————: *Kkk g *dok o kK XXk . Kk
Total ————— e do-~—-: b 2.3 3.2 ) Kkk o Yo dok B b.$.4
Gross profit: : : : : :
6 producers—----——-———- do-—--: 10,344 : 8,255 : 10,553 : 6,786 : 7,303
3 producers——————————- do—-—-: *kk XXX 3 *KK *kk *kk
Total—————— do-———: Kkk o *kk o *Kk o X ¥k : % ¥ ¥k
General, selling, and adminis-:
trative expenses: : : : : :
6 producers--1,000 dollars——: 20,161 : 17,024 : 15,029 : 7,730 : 8,172
3 producers——--——--——-~ do———-: XXk 3 *kk fadad i *kk fadaded
Total—————— e do-———-: XXk ¢ b 3.3 Y Kkk Kdek : ¥k
Operating income or (loss): : : : :
6 producers--1,000 dollars--: (9,817): (8,769): (4,476): (944) : (869)
3 producers——-——————-- do————: (X%%) ; XXk XKk kkk (xXX)
Total---————~—mmmm e do———-: (kX)) (XKk%) (KkX) : (Rkk) (x¥x)
Interest (expense): : : : : :
6 producers--1,000 dollars—-: (3,857): (2,365): (3,323): (Xxx) (xxx)
3 producers——————————- do-———-: (XXX}, (KkXX) ; (XXX}, (KXk%) . (Kk%k)
Total-———-————— - do—-—-: (kXX 3 (X%kXk) 3 (FxX) o (k*xx) (Xx%x%)
Other income or (expense): : : : : :
6 producers--1,000 dollars—-: 1,228 : 765 : (753): (Kxxk) *kk
3 producers——————————- do-——~: X%k 3 dkk fadata i k% (Kkk)

Total-————————o do—-—-: okk *kk (kX)) (Xxx) *okk

Net income or (loss) before
- income taxes: : : : : :
6 producers--1,000 dollars--: (12,446): (10,369): (8,552): (2,088) : (1,696)
3 producers——-————r——— do—~--: (X%%) ; (XX%) ; fadadod kkk (k%)
Total-————————— do-—--: (KKxK) ; T (kkk) (Fkk) 3 (kx%) (Fokx)
Depreciation and amortization : : : : :
expense included above:

6 producers--1,000 dollars--: 5,293 : 4,949 4,636 ¢ 2,118 2,347

3 producers--—————~——- do—---: *kk 3 *kk *kk o *kk s fadale
Total————— e do————: *kk o dokk s To%kkk g X*kk o Hkk

Cash-flow: 5/ : : : : :

6 producers--1,000 dollars--: (7,153): (5,420): (3,916): 30 651

3 producers-——————==—- do—-—-: (XX%) ; XXk 3 XKk *kk (Kkk)
Total-——~——— do———-: (XXX : (KKK (%%x%): *kk g fadatel

. . . . A-26

See footnotes at end of table.
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Table 10.--Income-and-loss experience of U.S. producers 1/ on the overall
operations of their establishments within which butt-weld pipe fittings are
produced, accounting years 1983-85 and interim periods ended June 30, 1985, and

June 30, 1986--Continued

: : Interim period
:__ended June 30--

e es oo oo

Item . 1983 2/ 1984 2/ | 1985 -
. : 1985 ;1986

Ratio to net sales: I : : :
Cost of goods sold: : : : : :

6 producers-—---—-- percent—-: 90.2 : 92.4 : 90.5 : 88.0 : 87.6

3 producers-~————~——- do—-—-: faadedi faleloli fadalodi *kX s fadadel

Average ........... do———-: Xkk o k3.3 Y b 2.+ SN} Kkk s Jokk
Gross profit: : : : : :

6 producers—————-——-— do—-—-: 9.8 : 7.6 : 9.5 : 12.0 : 12.4

3 producers——--——-—- do-—-—-: *kk 3 *kk o *kk 3 *kk falalel

Average———————=——— do———-: KXkk o KKk o k¥ o bt 2 S Kk
General, selling, and admin-: : : :
istrative expenses: : : : : :

6 producers——--—-—- percent--: 19.1 : 15.6 : 13.5 : 13.6 : 13.9

3 producers———-—————=— do——--: adad *kk . *kk XXk fadaded

Average do . KXk b 2.+ I *xk%k o Kkk o KKk
Operating income or (loss): : : : : :

6 producers———-—-- percent--: (9.3): (8.0): (4.0): (1.7): (1.5)

3 producers————————- do———-: (X%X) ;s *%k%k . *XkXk *kk s (Fxx)

Average—-— do : (Rkx) ; (Kxx) (*xx) (Kkx) ;s (k%)
Net income or (loss) before : : : : :
income taxes: : : : : :

6 producers———--—- percent--: (11.8): (9.5): (7.7): (3.7): (2.9)

3 producers—-———————- do—---: (X%X) ; (k%) Xk fadataliE (xXx)

Average —-do : (*xX); (k%K) (X%k%) ; (k%x) (Kkx)
Number of firms reporting : : : : :
operating losses: : : : : :

6 producers-----——————e——m—o : 5: 3 : 4 2 : 3

3 producers——-——————————eeue : 2 1: 1: 1: 3

Number of firms reporting----- : 9 : 9 : 9 8 : 8

ee oo

. . .
o o o

1/ The "6 producers" aggregation consists of data provided by the 6 producers
that also provided income-and-loss data on their operations producing subject
butt-weld pipe fittings; only 5 of these 6 producers provided data for the
interim periods. The other "3 producers" were unable to provide product line
data. One of the other 3 producers, * * X, changed its * * %,

2/ Data for the * * * producers have been revised to exclude figures for
product lines, not subject to investigation, that were discontinued by * * %, 1In
1983, net sales, gross profit, and operating income of the discontinued products
were $Xxkx, $xkx, and $x*%, respectively. Sales, gross profit, and operating
income of the discontinued lines in 1984 were $**x, $xxx  and $*xx*x, respectively.

3/ X % %,

47 % % X,

5/ Cash-flow is defined as net income or loss before taxes plus depreciation
and amortization expense.

A-27

Source: Compiled from data submitted in response to questionnaires of the U.S.
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Investment in productive facilities.--The same three firms providing the
data on capital expenditures presented above provided data on their investment
in property, plant, and equipment employed in the manufacture of all products
of their establishments and in the manufacture of butt-weld pipe fittings.
These data are presented in the following tabulation (in thcusands of dollars):

cost 1/ value 1/
Establishment products:
1983 42,713 21,551
1984 e e e 44,186 20,401
1985 45,570 18,687
Interim period of--
1985~ KK Sk
1986 —————— e kK XKk
Butt-weld pipe fittings
1983 18,983 9,614
1984 21,100 9,688
1985-—————- —-—— 19,653 7,780
Interim period of--
1985 —— e KK KKk
1986 —————— KKk KKk

1/ Data are for three firms in 1983-85 and for two firms in the interim
periods ended June 30, 1985, and June 30, 1986.

Capital and investment.--U.S. producers were asked to describe any actual
or potential negative effects of imports of semifinished and finished carbon
steel butt-weld pipe fittings under 14 inches in inside diameter from Brazil,
Japan, and Taiwan on their firms' growth, investment, and ability to raise
capital. Their replies are as follows: '

[
i

In its prehearing brief, counsel for Weldbend stated that the firm has
"invested several million dollars of capital to become an integrated
producer” 1/ of butt-weld pipe fittings and at the public hearing, counsel
stated that these "investments are ongoing. They are not completed. We are
not an integrated producer at this point, and the situation in the market with-
respect to dumping is going to have an effect on whether we complete the
process or not." 2/ Counsel for Weldbend provided the staff with information
regarding investments already made toward integration, future investments
planned, and the likelihood of future investment and/or operation of existing
A-28

1/ Prehearing brief of Weldbend, p. 1.
2/ Transcript of hearing, p. 44.
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facilities in the event of negative determinations by the Commission in the
investigations concerning imports of butt-weld pipe fittings from Brazil,
Japan, and Taiwan. This information is presented in appendix E and summarized

below.

Weldbend's investments to date with respect to equipment to make
rough-formed fittings have amounted to over $*** and fall into two categories:

Current and future investments by Weldbend with respect to equipment that
would enable the firm to operate as an integrated producer of butt-weld pipe
fittings fall into two categories:

The Question of the Threat of Material Injury

Consideration factors

In its examination of the question of the threat of material injury to an
industry in the United States, the Commission considers, among other relevant
factors, any increase in production capacity or existing unused capacity in
the exporting country likely to result in an increase in exports of the
subject merchandise to the United States, any rapid increase in U.S. market
penetration and the likelihood that the penetration will increase to an
injurious level, the probability that the price of the subject imported
product will have a depressing or suppressing effect on the domestic price of
the merchandise, any substantial increase in inventories of the merchandise in
the United States, any other demonstrable trends that indicate that the
importation (or sale for importation) of the merchandise will be the cause of
actual injury, and the potential for product shifting. ‘

Information on the market penetration of the subject butt-weld pipe
fittings is presented in the section of the report entitled "Consideration of
the Causal Relationship Between Alleged Material Injury or the Threat Thereof
and the LTFV Imports.”™ Available information on the depressing or suppressing
effect of the imported product on domestic prices is presented in the pricing
section of this report. '

The foreign industries

The Commission has requested quantitative data on production, capacity,
capacity utilization, home-market shipments, export shipments, and
end-of-period inventories of butt-weld pipe fittings from counsel for Brazil
and Taiwan. The responses are presented in table 11.

A-29
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Table 11.--Butt-weld pipe fittings: Selected:data for producers in Brazil
and Taiwan, 1983-85, January-June 1985, and January-June 1986

. . .
. .

January-June—--

Item © 1983 1 1984 . 1985 — —
; ) ) o 1985 L1986
Brazil: 1/ : : : : :
Capacity---——- 1,000 pounds--: el a3 I ada T *kk g *kk g X%k
Production---——=———-~ do-——-: adat S *kk XKk *kk fadatel
Capacity utilization : : : : :
percent__; b33 S *xk . XXk . KKK . XXk
Home-market shipments : P : : T
1 ’000 pounds__.: *kKk o *kk : KXk o *xk o Xk
Exports to-—-- : : : : : :
United States------ do——--: Yok g Y¥k s et B x%xk g dokk
Third countries----do----: fadadadi] *kk o fadaded XKk dokk
Total exports—---do——--: ke g *kk g *kX g *kk g *okok
Taiwan: : H : : :
Capacity 2/--1,000 pounds—-: fade T *kk g *kk 3 *kk Yokk
Production 2/---~——~- do~~-—: *RK 3 Yk g *kk g XXk *kk
Capacity utilization 2/ : : : : :
percent--: KXk . b3, 3. 3] *KkXk . dkk . Kkk
Shipments: : : : : :
Home-market shipments 2/ : : : : :
1,000 pounds.._.; Hokk % & S *kk o KXk . Yook
Exports to-- v : ' : : : :
United States 3/ : : : : :
- 1,000 pounds--: *kk et I XXk 1 4/ *kk 47 xkk
Third countries 2/ : : : : .
1 .000 pounds_._: kK g *Xk o b 3.3 S Xkdk . KXk
Total exports--do----: ladat I *kk 3 *XX g *kk s Xk
Nonspecified shipments 5/: : : : : C
1,000 pounds--: dkk atat ol *kk 6/ : 5/
Total shipments . : : ¢ : :
1,000 pounds--: HkK s kK 3 Kkk ;o 3/ kkk . 3/ Kxx
1/ Data are for * * %,
2/ Data are for * * X,
3/ Data are for * % X,
4/ Data are for * * X,
5/ Data are for * * *, ,
6/ Not available.

Source: Compiled from confidential information submitted in response to
requests from staff of the U.S. International Trade Commission.
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*x %x %, However, Gei Bey Corp., which had total shipments of * * *, went
bankrupt in 1986 and its productive facilities have been dismantled. 1/ X * *,

U.S. importers' inventories

Importing firms that do not further process the unfinished fittings
reported that they * * * inventories of rough-formed fittings or semifinished
butt-weld fittings. Information on inventories of foreign-produced unfinished
butt-weld fittings that are held by U.S. producers that perform the finishing
steps is presented in the U.S. producers' inventories section of the report.

* % * reported imports of finished butt-weld pipe fittings from Brazil and
reported * * %, Four firms, accounting for 19 percent of the imports of
finished butt-weld pipe fittings from Japan, 27 percent of the imports from
Taiwan, and 53 percent of the imports from all countries in 1985, reported
data on inventories. Yearend inventories of finished butt-weld pipe fittings
from * * x combined fell 58 percent to * * %X pounds in 1983 and then increased
by 162 percent to * * % pounds in 1985 (table 12). Combined inventories held
as of June 30, 1986, at * * * pounds, represented an increase of 8 percent
over such inventories held as of June 30, 1985.

Table 12.--Butt-weld pipe fittings: End-of-period inventories of imported
finished butt-weld pipe fittings, by source, 1982-85, January-June 1985, and
January-June 1986

(In thousands of pounds)

s

: As of Dec. 31-- . As of June 30--
Source : - - - : -
: 1982 ©1983 1984 ° 1985 | " 1985 . 1986
Brazil————e e : XKk *kk *kK o KKK *kK KK
Japan __________________ : 3.3 Y Kkk o Kokk o *%kk o Kkk o b2 ¢
Taiwan-————————————m—m e : XKk 3 *kK *kK o KKK o *KK s *kk
Subtotal ————————eem : KKK ¢ KXk s KKK 3 Xkk s kkKk s KKk
All other countries----: *kk 3 *kk fadaladi AKX *kk fadaded
Total-————cmmmm—m e : AKX xkk AKX KRR 3 *kK Kk

. . . . .
o o o . .

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

1/ Letter submitted by counsel for Taiwan respondents dated Nov. 3, 195%?1
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Consideration of the Causal Relationship Between Alleged Material
Injury or the Threat Thereof and the LTFV Imports

U.S. imports

The petitioners note that finished as well as some unfinished butt-weld
pipe fittings are entering under TSUS item 610.88 but state that some
unfinished butt-weld pipe fittings classifiable in TSUS item 610.88 have
improperly been classified in TSUS item 606.71. Table 13, complled from
official statistics of the U.S. Department of Commerce, provides import data
on merchandise entering under TSUS item 610.88 from the subject countries and
other important sources. Cumulated imports from the countries subject to
these investigations increased their share of the total quantity of U.S.
imports of butt-weld pipe fittings from 77 percent in both 1983 and 1984 to
83 percent in both 1985 and January-June 1986.

Table 14 presents data compiled from importers' responses to
questionnaires of the U.S. International Trade Commission. It shows more
imports of butt-weld pipe fittings than indicated in Commerce's official
statistics. Imports of butt-weld pipe fittings, whether finished or
unfinished, increased from 47 million pounds in 1983 to 79 million pounds in
1984, and then decreased to 71 million pounds in 1985 and * * * pounds during
January-June 1986, repreaentlng about a one-fourth decrease compared with
36 mllllon pounds imported during January-June 1985. Imports of finished
butt-weld pipe fittings from Brazil, Japan, and Taiwan, as a share of the
imports of finished and unfinished butt-weld pipe fittings from all sources,
decreased from 45 percent in 1983 to 40 percent in both 1984 and 1985 and then
increased by about one-tenth to * * % percent during January-June 1986.
Imports of unfinished butt-weld pipe fittings imported from Brazil, Japan, and
Taiwan accounted for an additional 25 percent in 1983 and an additional 32
percent each in 1984 and 1985; durlng January-June 1986, the share of '
unfinished butt-weld pipe flttlngs 'imported from Brazil, Japan, and Taiwan
increased by about one-eighth over that in 1984-85, to * * * percent.

Market penetration

Imports of rough-formed and semifinished butt-weld pipe fittings * * *,
Imports of these products from the countries under investigation represented
54 percent to 57 percent of total such imports of unfinished fittings in
1983-85; this share increased by about one-fourth to * * % percent during
January-June 1986. '

Apparent U.S. consumption of finished buttiweld pipe fittings, computed
by adding imports of finished butt-weld fittings to domestic shipments of
finished butt-weld fittings (whether produced by integrated processes or
converted from purchased unfinished fittings), increased 17 percent in 1984 to
80.6 million pounds, and fell by 2 percent to 79.0 million pounds in 1985.
Apparent U.S. consumption during January-June 1986, at 41.2 million pounds,
represented an increase of 8 percent over such consumption during January-June
1985. Imports of finished fittings from the three countries subject to these
investigations accounted for 30 percent of total apparent U.S. consumption of
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A-33

U.S. imports for consumption, 1/ by

principal sources, 1983-85, January-June 1985, and January-June 1986

January-June--

Source P 1083 1984 1985
i i 1985 1986
X Quantity (1,000 pounds)
Japan--—~——-———mm : 19,498 : 29,223 : 22,767 : 11,133 : 10,310
Taiwan-——-——=—m—— e : 5,952 : 9,320 : 14,346 : 6,469 : 8,682
Brazil-—-———~——— e : 111 1,631 3,171 1,948 2,606
Subtotal--——-—~—=--—= : 25,561 : 40,174 40,284 19,550 : 21,598
West Germany-—--——mm—w~mom-— : 471 ¢ 937 : 2,910 : 1,206 : 855
Italy—~——~——mm e : 626 : 1,128 : 1,460 : 944 723
United Kingdom-———-—mw—u- : 1,175 3,600 : 1,905 : 1,449 139
France-———=—~——-mmememe e : 4,785 5,398 : 1,145 : 718 : 1,374
All other sources---————- : 745 1,191 : 1,063 : 493 1,280
Total--———-—mo e : 33,362 : 52,437 : 48,768 : 24,361 : 25,969
Value 2/ (1,000 dollars)
Japan--~-—-- ———————— e : 12,087 : 17,119 : 16,120 : 8,212 : 7,639
Taiwan-——-—r——e e : 3,682 : 5,501 : 8,973 : 3,919 5,294
Brazil-———————cmm 36 : 713 : 1,553 : 929 : 1,197
Subtotal----————eeo : 15,804 : 23,334 : 26,646 : 13,059 : 14,130
West Germany-~----——=———-- : 360 : 598 : 1,616 : 680 : 832
Italy————— ey 589 988 1,567 : 818 : 738
United Kingdom———————m——v : 600 : 1,600 : 1,247 . 945 160
France-——————————— e : 2,092 : 2,583 : 641 : 397 : 768
All other sources—-—————- : 468 1,099 : 705 : 291 : 523
Total--———~——m s 19,913 : 30,202 : 32,424 : 16,190 : 17,151
Unit value (per 1,000 pounds)
Japan——————— e $620 $586 $708 : $738 : - $741
Taiwan---———=r——— e 619 590 : 625 : 606 : 610
Brazil-——————~ 321 437 490 : 477 459
Average--————~-—————- 618 581 : 661 : 668 : 654
West Germany—--—-———-——ew-— 766 639 : 556 : 564 973
Italy— -~ 940 876 : 1,073 : 867 : 1,020
United Kingdom——-————eemn 511 443 655 : 652 : 1,156
France—-—-~———~——cmmemmme 437 479 560 : 553 : 559
All other sources—-—-———-n 629 923 : 664 : 590 : 409
Average---~-——~————mw 597 665 : 665 : 660

576 :

1/ Imports under TSUSA item 610.8046 prior to April 1984, and TSUS item

610,88 thereafter.

2/ C.i.f. duty-paid values are presented in the table.

presented in table D-2.

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

Commerce.

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

Customs values are
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Table 14.--Butt-weld pipe fittings:
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by types, 1983-85, January-June 1985, and January-June 1986

(In thousands of pounds)

U.S. imports from selected sources, 1/

se  aa

.
.

.
.

0}
.

January-June--

Item ) 1983 : 1984 1985 . -
) ; : © 1985 0 1986

Rough-formed fittings: : : : : :
Brazil-—-——————— . — ~ B XKk o KKk Kkk b %3 S bt ¢4
Japan 2/----=———=m=m—= s - XKk o b3 *kk *kk FekK
Taiwan-—-———————————=n - KKk o XKk o kX . XXk o XKk
Subtotal—————m———— — B Fkk s K%k . KXk o 3.3 S KXk
All other sources 3/--: *kk o *k¥k xkk *kX fadaded
Total—————m— e . XKk 3 XKk KKK s KKK 3 KKK

Semifinished fittings: : : : :
Brazil-———eo— e e e e : KKK s XKK KKK 5 KKK 3 Fokk
Japan _________________ : k3¢ 2] b3 2 S b33 S kkk o K%k
Taiwan—-—-————————— e . Xkk . *XX . b3 S b 3. S XXk
Subtotal-—-———— : T XKK AKX TR kK
All other sources—-—-- : XKk y KKk XXk *kk *kok
Total —————— e : *kk o XKk o Kk g KKk o KKk

Finished fittings: s : : : :
Brazil-——— = . : *kk ¢ dokk o d*kk o R 3.3 Y Kk
Japan 4/-—-~—————————~ : kkk o Kkk . Kkk o Kkk o X ¥k
Taiwan----—--— S, . k3.3 S Kkk . b 3.3 2 *kk o b $ ¢ 4
Subtotal-——————mmm : 20,880 : .31,059 : 28,580 : 13,149 : 11,923
All other sources—----- H *kX 4 dokk *kk o fadad I *kk
Total-———— e m e m KKK "L TR KKK KKK

Total: : : oo . H :
Brazil-—————— : .*** s *kk o KKk o XXk o KKK
Japan--——————m e 25,503 : 43,404 34,328 : 14,371 : 10,133
Taiwan————m—m—————————— : kX o *kX . *kk o X%k ¢ % dek
Subtotal-————m e : 32,471 : 56,235 : 51,312 : 22,618 : 21,775
All other sources———-- 3 14,147 : 22,307 19,973 : 13,577 : Xkk
Total-—————————m e : 46,618 : 78,542 : 71,285 : 36,195 : *kk

1/ The values of these imports are presented in table D-3.

2/ All imports in 1984 and January-June 1986
610.88; imports in 1985 were imported under TSUS item 610.88

606.7120.

were imported

under TSUS item

and TSUSA item

3/ All imports were reported as being entered under TSUSA item 606.7120.

4/ % * X,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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finished butt-weld pipe fittings in 1983, 39 percent in 1984, 36 percent in
1985, and 29 percent during January-June 1986 (table 15).

Market penetration of rough-formed and semifinished butt-weld pipe
fittings from the three countries subject to these investigations accounted
for 17 percent of total apparent U.S. consumption of finished butt-weld pipe
fittings in 1983, 31 percent in 1984, 29 percent in 1985, and 24 percent
during January-June 1986.

Prices

The demand for butt-weld pipe fittings is a derived demand dependent upon
such industries as energy, o0il refining, construction, and shipbuilding. The
decline in prices for many items between 1984 and 1986 is at least partly due
to the decrease in the demand for pipe fittings in the energy and energy
related sectors. ©Some of the purchasers contacted have stated that the
decline in the energy sector over the past few years has resulted in direct
decreases in the demand for pipe fittings and pipe in general and in reduced
market prices.

Prices of carbon steel butt-weld pipe fittings are determined in a market
composed of producers, converters, importers, distributors, and end users.
Butt-weld pipe fittings are priced on a per unit basis. Producers,
converters, and importers typically sell their standardized products to
distributors, but may sell directly to the end user if large quantities are
required or if special user specifications must be met. Certain uses of pipe
fittings, including gas and oil transmission and power plants, require
fittings that can withstand great pressures, and hence, require high-quality
pipe fittings that carry a premium price. End users whose pipes are required
to withstand low pressure generally do not require pipe fittings of as high
quality, and hence, tend to buy lower priced fittings. Thus, the end markets
for pipe fittings are somewhat differentiated by the strength of fitting
required. Some importers contend there are markets closed to imported and
converted butt-weld pipe fittings. Contact with purchasers of the products
indicated that closed markets did exist through the early 1980's. Currently,
however, those markets, except possibly the nuclear power industry where
butt-weld pipe fittings must be certified, are no longer closed to imported
and converted fittings.

The price of the pipe input has a significant effect on the final cost of
the fitting. One U.S. producer estimated that the domestic pipe it uses
accounts for approximately 50 percent of the total cost of finished pipe
fittings. 1/ Since the price of domestic and imported pipe has fallen notably
since 1983, the total cost of production of pipe fittings may have fallen for
domestic producers. 2/ Domestic producers of carbon steel butt-weld pipe
fittings may use either U.S.-produced or imported carbon steel pipe in their
production processes.

1/ Based on an interview with representatives of * % x,
2/ See transcript of conference held in connection with investigations N&.
731-TA-301 through 303 (Preliminary) on Feb. 6, 1986, at pp. 47 and 64.
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Table 15.--Butt-weld pipe fittings: Apparent U.S.

and January-June 1986

consumption and market
penetration of imports, by types and by sources, 1983-85, January-June 1985,

.
.

January-June—-

Item : 1983 o 1984 1985 -
) : ) © 1985 P 1986
Finished butt-weld pipe : : : : :
fittings: 1/ : : : : :
Apparent U.S. consump- : : : : :
tion 2/---1,000 pounds--: 68,625 : 80,561 : 79,015 : 38,159 : 41,218
Market penetration by : : : : :
imports of-- : : : : :
Finished butt-weld pipe : : : : :
fittings: : : : : :
Brazil-—----- percent--: *kk *kk *kk *kk fatatsl
Japan ___________ do—~-—: b 2.3 S X%k . ¥k . Kk s Yokk
Taiwan—--————————- do———-: xkk . .33 S *kk o Kk o Kk
Subtotal---~—- do—---: 30 : 39 : 36 : 34 29
Other sources---do----: fatalodi fataladi *kk . fadataliR *kk
Total-—————=——~~ do————: KKKk . Kkk s KHkk Kdkk %% ¥k
Rough-formed and semi- : : Lo : :
finished fittings: : : : : :
Brazil--—---- percent—-: *xk *kk g *kk g *kk g dkk
Japan—--———~——~~~ do——-—-: XXk . kX . Kkek s XKk . dkk
Taiwan-—-———————w—— do—-———--: KKk o Rt ¢ S b3 2 S Hokk o %%k
Subtotal-——---—- do—---: 17 31 ¢ 29 : 25 24
Other sources---do----: Xkk *kk s *kk o falatad fadaded
Total 3/—~———== do——-~-: Kk b33 S kK o Kkk o K%k
Total finished and un- : : : : :
finished fittings: : : : :
Brazil------- percent--: kX dkk ot okt B *kk
Japan--—-————-—~—- do——-~: 37 : 54 43 ¢ 38 : 25
Taiwan-——————m—-m do————1 *XK s (KK 3 KKK *KK 3 KKK
Subtotal-————- do—---: 47 70 : 65 : 59 : 53
Other sources---do----: 21 : 28 : 25 : 36 : fadaded
Total 3/-—--—- do———-: 68 : 97 : 90 : 95 : fatatel
Rough-formed and semifin- : : : :
ished butt-weld pipe : : : : :
fittings: : : : : :
Apparent U.S. consump- : : ot : :
tion 2/---1,000 pounds—-: 42,486 : 67,760 58,276 30,927 : 21,983

See footnotes at end of table.
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Table 15.--Butt-weld pipe fittings: Apparent U.S. consumption and market
penetration of imports, by types and by sources, 1983-85, January-June 1985,
and January-June 1986--Continued

; ; : January-June--

.
.

Item . 1983 . 1984 1985 . X
: o ) . 1985 . 1986
Rough~formed and semifin- : : : :
ished butt-weld pipe ; : : : :
fittings: ) : : : :
Market penetration by : : :
imports of-- : : : :
Rough-formed and semi- : : : : :
finished fittings: : : : : :
Brazil--—---- percent--: bade SR Ll a3 T *kk KXk
Japan ___________ do——--: *kk o kK o 3. ST *kk o KKK
Taiwan—————————— do————1 kK kkk s *kk XXk o *kk
Subtotal---——- do-—--: 27 37 : 39 31 : 45
Other sources---do----: Xkk *kk . Xkk dkk 3 Kk

Total-—-————a= do——-—: k¥ . KKK . *kk o *kk o KKKk

1/ Market penetration on the basis of value is presented in table D-4.

2/ See table 1 for computations of apparent consumption.

3/ Differences in end-of-period inventory levels of unfinished butt-weld
fittings were considerable during the period. Adjustments for fluctuations in
reported inventories of purchased rough-formed and semifinished fittings would
result in market penetrations of imports of the unfinished fittings of
* % % percent in 1983, * * % percent in 1984, * * % percent in 1985,

* % % percent during January-June 1985, and * * % percent during January-June
1986; market penetrations of total imports of butt-weld fittings would be

* % % percent in 1983, * * % percent in 1984, * * % percent in 1985,

* % * percent during January-June 1985, and * * % percent during January-June
1986.

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

Note.--Because of rounding, figures may not add to the totals shown.
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Producers, converters, and importers of carbon steel butt-weld pipe
fittings were asked to report f.o.b. prices for their largest sale per quarter
of finished fittings for each of the follow1ng five sizes for the January
1984-June 1986 period:

Product 1--Carbon steel butt-weld, 4-inch nominal, 90° long radius,
standard weight elbow pipe fitting.

Product 2--Carbon steel butt-weld, 6-inch nominal, 90° long radlus.
standard weight elbow pipe fitting.

Product 3--Carbon steel butt-weld, 8-inch nominal, 90° long radius,’
standard weight elbow pipe fitting.

Product 4--Carbon steel butt-weld, 6- by 4-inch concentric, standard
weight reducer pipe fitting.

Product 5--Carbon steel butt-weld, 4-inch nominal, standard weight
tee pipe fitting.

Elbow pipe fittings were selected for three of the samples because they
are the highest volume products of both the domestic industry and importers
from the subject countries. Six domestic firms, accounting for the
bulk--* % % percent--of 1985 production of finished fittings, provided usable
questionnaire price data on finished fittings. 1/ One importer, accounting
for * * % percent of 1985 imports of finished fittings from Brazil, provided
prices for Brazilian finished fittings. Seven importers of the Japanese
product and nine importers of the Taiwan product, accounting for 83 percent
and 72 percent of 1985 imports of finished fittings from Japan and Taiwan,
respectively, reported usable prices for finished flttlngs F.o.b.
weighted-average prices were calculated from these data.

" Producers, converters, and importers were asked to describe all forms of
discounts they provide to purchasers of their products. Most of the
responding domestic producers provide "net period with cash discounting”
schemes similar in construction to the common "2 percent/10 net 30" program
that many industries offer. This particular discounting method means that
payment of the full amount is due in 30 days but a purchaser can receive 2
percent off the sale price if payments are made within 10 days. The discounts
provided by reporting producers were all 2 percent with payable dates ranging
from 10 to 25 days. Four importers of pipe fittings from Taiwan and one
importer of pipe fittings from Japan also reported providing this type of
discount. * * %,

Trends in prices.--Quarterly prices reported by U.S. producers and
converters during January 1984-June 1986 generally decreased for the three
elbow fittings (products 1, 2, and 3) and for reducer and tee fittings

1/ % * %, % % % 3 domestic firm accounting for * * * percent of 1985
production of finished butt-weld fittings did not provide usable price data
but supplied a listing of the prices that the company charged for the five
specific products during January 1983-June 1986. X * *'s prices were A-38
generally consistent with the domestic weighted average prices.
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(products 4 and 5). DProducers and converters' prices declined by 14.0 percent
for product 1, by 16.9 percent for product 2, and by 14.7 percent for product
3 (table 16). Producer and converter prices for reducer pipe fittings
declined by 16.0 percent, whereas producer and converter prices for tee pipe
fittings declined by 15.9 percent during the same period (table 17).

Prices of products 1, 2, and 3 produced in Brazil generally declined from
April-June 1985 through April-June 1986. Brazilian prices declined by * * X
percent for product 1, by * * % percent for product 2, and by * * * percent
for product 3. Brazilian elbow fittings undersold the U.S.-produced
equivalent in each period by margins ranging from 4 to 20 percent. There were
no reported prices for reducers and tees from Brazil.

Prices of Japanese-produced fittings showed no consistent patterns.
Elbow fitting prices generally increased through October-December 1984 and
then declined during 1985 before increasing during January-June 1986.
Japanese-produced reducer fitting prices increased through January-June 1985,
then fluctuated with no apparent trend for the remainder of the period of
investigation. DPrices of Japanese-produced tees showed no discernable trends,
fluctuating from period to period from January-March 1984 through April-June
1986. The Japanese products undersold the U.S.-produced equivalent in each
period but one. Margins on elbows ranged from less than 1 percent to 33
percent. Japanese-produced reducers undersold U.S.-produced reducers by
margins no less than 25 percent. Japanese-produced tees undersold
U.S.-produced tees by margins ranging from 11 to 30 percent with the excepticn
of one quarter in which Japanese tee prices were higher than the U.S.
equivalent.

The price of Taiwan-produced elbow pipe fitting product 1 changed little
during the period under consideration, whereas the prices of elbow pipe
fitting products 2 and 3 showed increases of 22.6 and 13.1 percent,
respectively. DPrices of Taiwan-produced reducer fittings increased 16.6
percent. Prices of Taiwan-produced tee fittings declined 2.1 percent. The
decline of U.S. elbow prices combined with the increase in Taiwan-produced
elbow fittings caused the margins of underselling for elbow pipe fittings to
decline between January-March 1984 and October-December 1985. Margins of
underselling by Taiwan-produced reducer and tee fittings were usually large.
Margins for reducers were never below 30 percent and margins for tees ranged
between 16 and 35 percent except for January-March 1985 when the margin was
7 percent.

Purchasers' views

The staff contacted 10 different purchasers of carbon steel butt-weld
pipe fittings in order to discuss the operations of market forces in the
butt-weld pipe fittings industry. These purchasers included distributors,
pipe fabricators, and end users that purchase fittings directly from the
manufacturers. 1/ Seven of the ten are distributors, and four of these stock
only U.S.-produced pipe fittings. Three of these four indicated that they
would purchase imported fittings only if an end user requested them and that
they would not keep any imports in inventory. Only one distributor reported
intermingling inventories of all pipe fittings from all sources; the others
reported keeping all fittings from different sources separate and distiqgggin
inventory. ;

1/ * % x,



Table 16.--Finished butt-weld elbow fittings:

A-40

Weighted-average f.o0.b. prices of U.S. producers

and importers of products from Brazil, Japan, and Taiwan and margins of underselling
(overselling), by quarters, January 1984-June 1986 .

Imﬁorts from Brazil

Imports from Japan

Imports from Taiwan

e Joo oo

Product : U.s : :
and : ric; ' price ° Margin of : Margin of ¢ Margin of
period : P : 1/ : underselling: Price : underselling: Price : underselling
3 : = :(overselling): :(overselling): : (overselling)
Product 1: : Per unit: Per unit: Percent : Per unit: Percent : Per unit: Percent

1984 : : : : : : :
Jan.-Mar---: $xxx $xxx Ralot $xxx . - 28.9 $xxx 26.2
Apr.-June--: *kk xkk xkX 2 *kk 3 23.2 ot ot B 26.4
July-Sept--: *kk alot B fadal I *kk 3 16.8 fadod S 33.9
Oct.-Dec——-: XXk 3 *kk *kk g xkk g 11.0 kkk 18.4

1985: : : : : : : H
Jan.-Mar---: xkk xkk ol fatad INH 4.8 *kk g 11.8
Apr.-June--: *kk g 3 1 S b3 2 ol I 11.8 : dkk g 13.8
July-Sept--: *kk el ot SH - kR g *kk 12.6 : *kk g 15.9
Oct.-Dec---: falot S ol ot S *kk *kk g 17.6 : latet I 9.7

1986: S : e : : : :
Jan.-Mar---: X%k 3 xkk 3 hkk g *kk 15.6 : fado Tl 11.1
Apr.-June-~: Kk kkk *xkk kX 1.2 kX 14

Product 2: s T : : : H :

1984 : : : H H H
Jan.-Mar---: ot S ot I atat H aded I 32.5 : xkk 40.4
Apr.~June--: KXk fadot B ot ot ] Lalat S 22.8 : *kk 32.4
July-Sept--: *kk . kKX o atot ] Lot S 16.5 : *kk 29.4
Oct.-Dec---: bt t A XKk xkK 3 *kk 11.0 : *kk 34.6

1985: : : : : : :
Jan.-Mar---: falod S et Bl fatat JH xkk g 5.0 : *kk 18.7
Apr.-June--: *%kk xRk g Lot ] xkX g 23.6 *kk 14.0
July-Sept—-: *kk 3 CRkk g | kkk *kk 3 17.9 ol B 11.0
Oct.-Dec—--: 3.2 S XKK 3 fadot B fatat B 15.5 falad BN 13.4

1986: H _ : . : o1 : :
Jan.-Mar--—-: *kk g KKK ot A *kk 17.4 : XKK 3 17.8
Apr.-June--: atot I xkk 3 o kK% ol S I 0.3 : *kk 12.1

Product 3: : : : : : :

1984: . : : ] : . : : :
Jan.-Mar---: a2 I xkk *kk xhk 31.1 : *kk g 33.5
Apr.-June--: *kk g Tkkk o *kk *kk 31.5 X%k o 30.0
July-Sept—-: xxKk *kX Lt I xxk 15.2 *kk 21.7
Oct.-Dec-—--: fat Sl xkk o Radet H xkk 3 10.9 : XKk 16.9

1985: : : : : : : : .
Jan.-Mar-—-: *kX o X%k 3 *kk *kk 4.8 : bl 3 ] 13.3
Apr.-June--: fatot ol ot t I *kk g Xkk 3 28.2 *kk 20.6
July-Sept--: XXX xkk fadot I adol I 8.7 : *kk 6.8
Oct.-Dec—--: *kk g fatat B xkk *kk 16.9 KAk g 3.3

1986: : : : . s : : :
Jan.-Mar---: *kk o XXX o ©okkk g bt B 17.1 Lot 3 S 13.4
Apr.-June--: fatot JH ol ot S falat XKX 0.0 : xkk 11.9

oo

1/ Only 1 importer reported.

Source:
Trade Commission.

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

Note.--Because of rouhding. figﬁres ﬁay not calculate to the percentage margins shown.
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Table 17.--Finished butt-weld reducer and tee fittings: Weighted-average
f.o.b, prices of U.S. producers and importers of products from Japan and
Taiwan and margins of underselling (overselling), by quarters, January
1984~June 1986

Imports from Japan . Imports from Taiwan

Product : u.s : _ :
and : . : : Margin of : : Margin of
period : price : Price : underselling: Price : underselling
: : _ :(overselling): : (overselling)
Product 4: : Per unit Per unit : Percent : Per unit : = Percent
1984: : : : : :
Jan.-Mar---: $rxx *kk 45.6 : $xxx 52.8
Apr.-June--: et b ] *kk g 43.3 : Lok S 47.3
July-Sept--: *kk aded S 25.6 : *kk 45.7
Oct.-Dec-—--: *kk *kk g 48.3 : dkk o 42.4
1985: : : : : :
Jan.-Mar---: *kk o fadet S 39.0 : Xkk g 39.5
Apr.-June--: kk Xkk 47.5 ; *kk 37.2
July-Sept--: L2 I *hk g 40.7 : XXk 40.5
Oct.-Dec—~-: *kk . Jokk s 35.5 *kk o 35.8
1986: : : : : :
Jan.-Mar---: *kK o *kk g 40.0 : *kk o, 30.7
Apr.-June--: *kk o *kk 50.3 : fadot 34.5
Product 5: : : : : :
1984: : H : : :
Jan.-Mar---: kkk o Kk g 29.6 : *KK 3 29.1
Apr.-June--: kkk . xkk 20.9 : *kk . 27.0
July-Sept—-: *kk g *kk g 16.5 : xkk o 34.4
Oct.-Dec—--: *kk g fata t A 11.0 : *kk g 22.2
1985: : : : : :
Jan.-Mar—---: ot 3 S *kk o (7.5): KKKy 6.9
Apr.-June--: *kk *okk 25.3 : *kk 3 17.2
July-Sept--: *kk fale Tl 22.4 : *kk 22.9
Oct.-Dec~--: *kk o fate T 18.7 : ok S 16.6
1986: : : : : : :
Jan.-Mar—--: *kk *kk o 18.8 : fadet 21.7
Apr.-June--: XXk o *kk 17.4 : *kk 17.4

se s o

.

. .
o . .

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

Note.--Because of rounding, figures may not calculate to the percentage
margins shown.
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At the distributor level, most fittings are sold to end users through the
fulfillment of contracts for the material. For instange, a construction
company will award a contract for pipe fittings to a distributor The
contract often will specify whether the fittings must be of domestic origin,
or may stipulate specific approved sources (domestic and/or foreign producers)
for the fittings. Distributors are then bound by the terms of the contract.

A few purchasers indicated that recently contractors seem to be placing fewer
restrictions on the origin of pipe fittings.

Both * * * contacted, as well as the * * * company, confirmed that they
deal primarily or exclusively with domestic fittings. All three indicated
that this was necessary for assurance of high-quality fittings that can
withstand high pressures. The * * * company reported that in low-pressure
uses they seek low-grade fittings from any source, and buy primarily on the
basis of price. Both * * * reported that they perceive much more price
competition in markets for pipe fittings not destined for the * * % industry.
One * * * syggested that, overall, the market for pipe fittings for all end
uses had become more price competitive because of the decline in * * %
construction, and the consequent decline in the need for high-quality pipe
fittings. Another distributor attributed the increased price competitiveness
in the marketplace for U.S. products to the strong U.S..dollar.

Most purchasers familiar with imports indicated that the Japanese product
was equivalent to the U.S. product in terms of quality, and two distributors
reported knowing of Japanese producers that had been approved as sources for
pipe fittings by one of their customers in the gas transmission industry.

* X X of the purchasers contacted reported being familiar with Brazilian
products, but bought little of them. * * % cited delivery delays as being a
particular problem with * * * products. *.* * that deals strictly in the U.S.
product commented that it believed U.S. end users would, not purchase the . .
foreign product if the country of origin was stamped on the fitting. o

* % % distributors of U.S. and imported pipe fittings alleged that they
had not made sales because of lower prices quoted by the U.S. converter
* %X X%, The staff contacted a number of the purchasers involved, and * * *
purchasers confirmed having bought * * *'s product because of its lower
prices. A number of others could not be reached or were unwilling to comment
over the telephone. * * * of the firms stated that * * * was the lowest
priced U.S. source of pipe fittings, but that imports, if imported directly
and purchased in sufficient volumes would still be cheaper than * X Xx'g
product. * * % jndicated that in order to get * * *'s best price, the
purchaser would have to buy no less than 12,000 dollars' worth of
merchandise. 1/ ‘

’
'

Lost sales

U.S. producers were asked to furnish the Commission with customer names,
quantities, and dates relating to any revenues or sales of butt-weld pipe
fittings since January 1984 that have been lost to imports of butt-weld pipe
fittings from Brazil, Japan, and Taiwan. One producer, * % X, provided
quantifiable allegations of lost sales. The quantity and value of the alleged

lost sales were yearly totals for 1984 through 1986. The number of Al

1/ % % x,
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quantifiable allegations of lost sales totaled * * * pounds reportedly valued
at $xxx, % % % did not indicate which of the three countries under
investigation were responsible for the lost sales. Eleven firms listed in the
allegations were contacted by the Commission's staff. Ten representatives
stated that their choice of supplier of butt-weld pipe fittings is based
largely on price. Four of the representatives said that in addition to price,
complete product line availability of pipes, flanges, and fittings is used to
determine supplier. None of the companies contacted could quantify the
amounts of imports they purchased during the period of investigation.

Although all the companies who purchase imports did say they purchased
butt-welded pipe fittings from Brazil, Japan, or Taiwan, only one company
provided country specific information.

* %X % glleged lost sales from * X X of * % % of * * % pounds of butt-weld
pipe fittings to imports. * * % of * * % yerified that his company is
purchasing increasing quantities of imports but was unable to verify the
quantities listed by * * X, * % % gajid that price is the determining factor
in his purchases of butt-weld pipe fittings. He said that the imported
product's quality is as high as the U.S. product's quality. * * % glso stated
that there used to be closed markets to imported butt-weld pipe fittings, but
that these markets have opened up in the past few years because of the lower
price of the imported product.

* % % glleged lost sales from * * % of * % % of % % % pounds of butt-weld
pipe fittings to imports. * * % of * % * yerified that his company is
purchasing increasing quantities of imports but was unable to verify the
quantities listed by * * %, X % % gajid that price is the determining factor
in his purchases of butt-weld pipe fittings. * * * said he purchases mostly
the Japanese product. Ile said that the imported product's quality is as high
as the U.S. product's quality. * * % glso stated that there used to be closed
markets to imported butt-weld pipe fittings, especially in the power industry,
but that these markets have opened up in the past few years because of the
lower price of the imported product. * * * also stated that he tries to
purchase butt-weld pipe fittings with other products and that the U.S.
producers are usually unable to provide all the products he desires to
purchase.

* % % glleged lost sales from * * % of * %X % of * % % pounds of butt-weld
pipe fittings to imports. * X % of * % % yerified that his company is
purchasing increasing quantities of imports but was unable to verify the
quantities listed by * * X, % % % gaid that price is the determining factor
in his purchases of butt-weld pipe fittings. He said that the imported
product's quality is as high as the U.S. product's quality. * * % also stated
that there used to be closed markets to imported butt-weld pipe fittings but
that these markets are getting smaller each year because of the lower price of
the imported product. * * % also stated that the importers provide all his
product needs and that the U.S. producers are usually unable to provide all
the products he desires to purchase.

* * % glleged lost sales from * X * of X x % of * % % pounds of butt-weld
pipe fittings to imports. * * % of * * % yerified that his company purchased
mostly imports but was unable to verify the quantities listed by * * %, % % %
said that both price and the limited number of domestic suppliers in the
Northeast are the determining factors in his purchases of butt-weld pipeA-43
fittings. 1lle said that the imported product's quality is as high as the U.S.
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product's quality. * * % also stated that there used to be closed markets to
imported butt-weld pipe fittings but that these markets are getting smaller
each year because of the lower price of the imported product. * * X also
stated that the importers provide all his product needs and that the U.S.
producers are usually unable to provide all the products he desires to
purchase.

* % % glleged lost sales from * * % of * X x of * * %X pounds of butt-weld
pipe fittings to imports. * * % of * * % yerified that his company purchased
imports but was unable to verify the quantities listed by * * %, * % % gaid
that both the price and the few domestic suppliers in the Northeast are the
determining factors in his purchases of butt-weld pipe fittings. He said that
the imported product's quality is as high as the domestic product's quality.

* % % aglso stated that the nuclear power industry has been traditionally a
closed market to imported butt-weld pipe fittings but that this market is
opening up as importers get certification for their products.

* % % glleged lost sales from * * % of * % % of % % % pounds of butt-weld
pipe fittings to imports. * * % of * * % yerified that his company purchased
imports but was unable to verify the quantltles listed by * Xx %, % % % gaid
that price is the determining factor in his purchases of butt—weld pipe
fittings. He said that the imported product's quality is as high as the U.S.
product’'s quality.

* % % glleged lost sales from * * % of * % % of * % % pounds of butt-weld
pipe fittings to imports. * * % stated that his company purchased only
U.S.-produced butt-weld pipe fittings. He stated that he has trouble
competing with the imported product that he said sells for * * * percent less
than the U.S. product. * % % gaid that the U.S. fittings are of much better
quality than the imported product.

* % % glleged lost sales from * * % of * % % of * * * pounds of butt-weld
pipe fittings to imports. * * % of * % % yerified that his company purchased
imports but was unable to verify the quantities listed by * * X%, % % % gaid
that both price and the few U.S. suppliers are the determining factors in his
purchases of butt-weld pipe fittings. He said that the imported product's
quality is as high as the U.S. product's quality. * * % glso stated that
there used to be closed markets to imported butt-weld pipe fittings but that
these markets are getting smaller each year because of the lower price of the
imported product. * * X also stated that the importers provide all his
product needs, such as steel flanges, and that the U.S. producers are usually
unable to provide all the products he desires to purchase.

* % % glleged lost sales from * * % of * ¥ %X of * * * pounds of butt-weld
pipe fittings to imports. * % % of %X % % gtated that his company did not
purchase imports directly but purchased them indirectly by purchasing from
%X % %, % % % gaid that he buys from * * * because of their lower price. He
said that the imported product's quality is as high as the U.S. product's
quality. * * % also stated that there used to be closed markets to imported

butt-weld pipe fittings but that these markets are getting smaller each year
because of the lower price of the imported product.

* % % alleged lost sales from * *x % of * *x % of * * % pounds of butt-weld
pipe fittings to imports. * * % of * * % gtated that his company purchases[%44
imports in order to compete in the market place. * * * said that he buys
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imports because of their lower price. He said that the imported product's
.quality is as high as the U.S. product's quality. * * * also stated that

there used to be closed markets to imported butt-weld pipe fittings but that
these markets are getting smaller each year because of the lower price of the
imported product. ‘ :

* % % glleged lost sales from * * X of * % % pof * % % pounds of butt-weld
pipe fittings to imports. * % X of %X * % gtated that his company purchases
imports in order to compete in the market place. * * * said that he buys
imports because of their lower price. He said that the imported product's
quality is not quite as high as the U.S. product's quality. * * % also stated
that there used to be closed markets, such as the nuclear power industry, to
imported butt-weld pipe fittings but that these markets are no longer closed.

- Transportation costs

Producers reported shipping costs equal to approximately * * % percent or
less of the unit selling price depending upon the type of fitting being
shipped for shipments in which they absorbed the freight costs. Importers
reported shipping costs of approximately * * * percent or less of the unit
selling price for shipments in which they absorbed the freight costs. All the
purchasers contacted reported buying pipe fittings from producers that absorb
freight: For this reason, it is difficult for them to estimate the proportion
of the price :accounted for by transport costs. Two purchasers estimated that
freight costs amounted to no more than 5 percent of the price of pipe fittings
for typical large purchases.

Exchange rates

Quarterly data reported by the International Monetary Fund indicate that
during the period January 1983 through March 1986 the nominal value of the
Brazilian cruzado depreciated relative to the U.S. dollar by 97.4 percent
(table 18). 1In contrast, the very high levels of inflation in Brazil during
the same period resulted in the very slight appreciation of the cruzado in
real terms by 7.5 percent relative to the U.S. dollar. During the period
January 1983 through June 1986, the nominal value of the Japanese yen and the
New Taiwan. dollar appreciated relative to the U.S. dollar by 38.6 percent and
3.3 percent, respectively. . The levels of inflation in Japan and Taiwan were
slightly lower than that in the United States during the 13-quarter period
ending January-March 1986.. Therefore, changes in the real value of the
Japanese yen and New Taiwan dollar were not significantly different from
changes in the nominal values.
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New Taiwan dollar in U.S. dollars, real-exchange-rate equivalents, and producer price indicators in the
United States, Brazil, Japan, and Taiwan, 2/ indexed by quarters, January 1983-June 1986

(January-March 1983:100)

U.s, Brazil Japan Taiwan
. Pro- : Pro- Exchange rate Pro- Exchange rate Pro- Exchange rate
Period : ducer : ducer indexes 3/ ducer indexes 4/ ducer indexes 5/
! Price : Price Lo Price . .t Price . :
. Index : Index : Nominal : Real 6. Index : NomlnaI: Real 6/ Index Nominal : Real 6/
1983: : : : : : : H :
Jan.-Mar---: 100.0 : 100.0 : 100.0 : 100.0 : 100.0 : 100.0 100,0 :  100.0 : 100.0 : 100.0
fpr.~June--: 100.3 : 132.2 : 68.7 : 90.4 : 99.0 ¢ 99.2 : 98.0 : 100.7 : 99.7 +  100.1
July-Sept--: 101.2 : 189.4 : 51.2: 957 : 99.2 : 97.1: 95.2 ¢ 101.0 : 99.4 : 99.2
Oct.-Dec—: 101.8 : 266.9 : 37.8 : 98.8 : 98.6 : 100.6 : 97.4 . 101.1 : 99.3 : 98.6
1984: H : : ; : H : :
Jan.-Map----: 102.9 @ 351,9 : 28.6 1 97.9 : 98.7 102.1 97.9 101.4 99.4 : 98.0
fipr.~June--: 103.5 : 467.4 : 21.7 :+ 97.3 : 98.6 : 102.6 : 97.8 102.0 :  100.4 : 98.9
July-Sept-—-: 103.3 : 623.7 : 16.1 : 98.4 : 99.4 : 96.8 : 93,2 101.4 :  101.9 : 99.9
Oct.~Dec-: 103.1 : 871.6 : 12.0 + 101.1 : 99.1 : 95.9 : 92.1 100.8 ¢ 101.4 : 99.2
1985 : : H : : : : : :
Jan.~Mar--: 102,.9 : 1201.3 : 8.8 : 101.4 : 99.5 : 91.5 88.5 : 99.9 101.6 : 98.6
Apr.~June--: 103.0 : 1536.3 : 6.5: 93.2: 98.8 :  94.0 : 90.2 : 99.1 : 100.3 : 96.5
July-Sept--: 102.2 : 2018.1 : 4.8 : 94,7 : 97.7 : 98.8 : 9.4 98.5 99.0 : 95.3
Oct.~Dec.~-: 102.9 : 2858.4 : 3.6 100.6 : 95.5 : 113.8 105.7 97.8 ; 99.8 : 94.9
1986: : : : : : H . :
Jan.-Mar--: 101.3 : 4264.4 : 2.6 ¢ 107.5 : 93.2 : 125.5 : 115.4 97.0 ¢ 101.7 : 97.3
fpr.~June—-: 99.4 : 7/ 2.4 : 7/ . 8/89.7: 138.6 : 8/ 125.0 : 9/ 9.1 : 103.3 : 9/ 99.9
1/ Exchange rates expressed in U.S. dollars per unit of foreign currency.

2/ Producer price indicators-—intended to measure final product
indexes presented in line 63 of International Financial Statistics, except as noted.

3/ U.3. dollars per Brazilian cruzado.

4/ U.S. dollars per Japanese yen.

5/ U.3, dollars per Mew Taiwan dollar.

6/ The real value of a currency is the nominal value adjusted for the difference between inflation rates
as measured here by the Producer Price Index in the United States and the respective foreign country.
Producer prices in the United States increased 2.9 percent during the period January 1983 through December
1985 and then fell 3.4 percent through June 1986, whereas producer prices in Taiwan increased 2.0 percent
from January 1983 through June 1984 and then fell 4.9 percent by March 1986,
increased 4,164.4 percent from January 1983 through March 1986) and the Japanese price index registered a
10.3 percent decrease from January 1983 through May 1986.

7/ Not available.

8/ Derived from Japanese producer price data for April and May 1986 only.

9/ Derived from Taiwan producer price data for April 1986 only.

prices-—are hased on

average quarterly

Producer prices in Brazil

Source: Central Bank of China, Financial Statistics, May 1986; International Monetary Fund,

International Financial Statistics, September 1986.
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[A-351-602])

Certain Carbon Steel Butt-Weld Pipe
Fittings From Brazil; Final
Determination of Sales at Less Than
Fair Value

AGENCY: International Trade
Administration, Commerce.

AcCTION: Notice.

SUMMARY: We have determined that
certain carbon steel butt-weld pipe
fittings from Brazil are being. or are
likely to be, sold in the United Stats at
less than fair value. The U.S.
International Trade Commission (ITC)
will determine, within 45 days of
publication of this notice, whether these
imports are materially injuring or are
threatening material injury to, a United
States industry.

€FFECTIVE DATE: October 24, 1986.

FOR FURTHER INFORMATION CONTACT:
Michael Ready or Mary S. Clapp. Office
of Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce. 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230; telephone (202)
377-2613 or 377-1769.

SUPPLEMENTARY INFORMATION:
Final Determination:

We have determined that certain
carbon steel butt-weld pipe fittings from
Brazil are being. or are likely to be. sold
in the United States at less than fair
value as provided in section 735 of the
Tariff Act of 1930, as amended (19
U.S.C. 1673d) (the Act). The margin
applicable to all exporters in 52.25
percent.

Case History

On February 24, 1986, we received a
petiton in proper form filed by the U.S.
Butt-Weld Fittings Committee, in
compliance with the filing requirements
of § 353.36 of the Commerce Regulations
(19 CFR 353.36). The petition alleged that
imports of the subject merchandise from
Brazil are being, or are likely to be, sold
in the United States at less than fair
value within the meaning of section 731
of the Act, and that these imports are
causing material injury, or threaten
material injury, to a United States
industry.

After reviewing the petition, we
determined that it contained sufficient
grounds upon which to initiate an
antidumping duty investigation. We
initiated the investigation on March 17,
1986 (March 24, 1986, 51 FR 10069), and
notified the ITC of our action.

On April 2, 1986, the ITC found that
there is a reasonable indication that
imports of certain carbon steel butt-weld
pipe fittings from Brazil are materially
injuring a U.S. industry (U.S. ITC Pub.
No. 1834, April, 1988).

On April 24, 1986, we presented a
questionnnaire to counsel for z&o%oria.
§/A. (Conforja), the only Brazilia
exporter of the subject merchandise to
the United States. On June 17, 1986, we
received a letter from Conforia
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indicating that it did not intend to reply
to the questionnaire.

We published a preliminary
determination of sales at less than fair
value on August 11, 1986 (51 FR 28733).
Our notice of the preliminary
determination provided interested
parties with an opportunity to submit
views orally or in writing. Accordingly,
we held a public hearing on September
19, 1986.

Standing Issue

One U.S. producer, Tube Turns. Inc..
opposes this investigation and maintains
that the petition was not filed “on behalf
of’ a U.S. industry, as is required by
section 732(b)(1) of the Act.

- As we have previously stated, see e.g.,
Final Affirmative Countervailing Duty
Determination: Certain Fresh Atlantic
Groundfish from Canada, 51 FR 10041
(March 24, 1986), neither the Act nor the
Commerce regulations requires a
petitioner to establish affirmatively that
it has the support of a majority of a

_particular industry. The Department
relies on petitioner's representation that
it has, in fact, filed on behalf of the
domestic industry, until it is
affirmatively shown that this is not the
case. Where parties opposing an
investigation provide a reasonable
indication that there are grounds to
doubt a petitioner's standing, the
Department will review whether the
opposing parties do, in fact represent a
major proportion of the industry. We
determined that Tube Turns, the only
member of the domestic industry to
oppose the investigation, does not
represent a major proportion of that
industry.

Scope of Investigation

The product covered by this
investigation are carbon steel butt-weld
type pipe fittings, other than couplings,
under 14 inches in inside diameter,
whether finished or unfinished. that
have been formed in the shape of
elbows, tees, reducers, caps. etc., and. if
forged. have been advanced after
forging. These advancements may
include any one or more of the
following: coining, heat treatment, shot
blasting, grinding. die stamping or
painting. These fittings are currently
provided for under item 610.8800 of the

_ Tariff Schedules of the United States
Annotated (TSUSA).

The period of investigation for this
case is September 1, 1985 through
February 28, 1986,

Fair Value Comparison

To determine whether sales of the
subject merchandise in the United
States were made at less than fair value,

we compared the United States price
with the foreign market value. Because
there was no response to our
questionnaire, we used the United
States price and foreign market value
provided in the petition as the best
information available pursuant to
section 776(b) of the Act.

United States Price

Petitioner based United States price
on the average customs unit values from
Bureau of Census statistics of the
subject merchandise imported from
Brazil during the period January through
October 1985.

Foreign Market Value

Petitioner based foreign market value
on constructed value as defined in
section 773(e) of the Act. The cost of
materials and fabrication was
calculated by petitioner based on United
States manufacturing inputs and
Brazilian values. To the sum of
materials and fabrication cost, petitioner
added the statutory minimums of 10 and
8 percent for general expenses and
profit, respectively. Petitioner then
added United States costs for packing.

Comments

Comment 1: Respondent and two
importers, TSI Industries Incorporated
(TSI) and Silbo Corporation (Silbo),
argue that the Department should
terminate the investigation because the
petition lacks sufficient information
concerning foreign market value and
United States price upon which to base
the initiation of an antidumping
investigation.

DOC Response: We disagree. The
information contained in the petition is
consistent with the requirements of the
Act and the Regulations.

Comment 2: Respondent, TSI, and
Silbo argue that the Department should
terminate the investigation for lack of
standing, and, at a minimum, is required
according to the CIT decision in Gi/more
Steel Corp. v. U.S., 585 F. Supp. 670
(1984) to conduct a thorough and
meaningful standing investigation,
because the petitioner failed to show
that a majority of the domestic industry
affirmatively supports the petition.

DOC Response: We disagree. See the
*“Standing Issue" section of this notice.

Comment 3: Respondent, TSI, and
Silbo argue that the Department should
amend the definition of product scope to
avoid circumvention of any antidumping
duty order that may be issued as a result
of this investigation.

DOC Response: Based on the
respondent’s comment and questions
raised by the ITC and by the U.S.
Customs Service, we have clarified the

scope as reflected in the wording in the
“Scope of Investigation" section of this
notice by inserting the words “if forged™
before the words “have been advanced
after forging.”

Continuation of Suspension of
Liquidation

We are directing the United States
Customs Service to continue to suspend
liquidation of all entries of certain
carbon steel butt-weld pipe fittings from
Brazil that are entered, or withdrawn
from warehouse, for consumption, on or
after August 11, 1986, the date of
publication of the preliminary
determination in the Federal Register.
The United States Customs Service shall
continue to require a cash deposit or the
posting of a bond equal to the estimated
weighted-average amount by which the
foreign market value of the merchandise
subject to this investigation exceeds the
United States price. The bond or cash
deposit amount (shown below)
established in our preliminary
determination of August 11, 1986,
remains in effect.

Ali Producers’Manufacturers/Exporters .................

ITC Notification

In accordance with section 735(d) of
the Act, we will notify the ITC of our
determination. We will allow the ITC
access to all privileged and proprietary
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective
order, without the written consent of the
Deputy Assistant Secretary for Import
Administration.

The ITC will make its determination
whether these imports are materially
injuring. or threatening to materially
injure, a U.S. industry within 45 days of
the publication of this notice. If the ITC
determines that material injury or threat
of material injury does not exist, this
proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that such injury does
exist, we will issue an antidumping duty
order directing Customs officers to
assess an antidumping duty on certain
carbon steel butt-weld fijtings from
Brazil entered, or withdrawn from
warehouse, for consumption after the
suspension of liquidation, equal to the
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amoun! by which the foreign market

value exceeds the United States price.
This determination is being published

pursuant to section 735(d) of the Act (19

U.S.C. 1763d(d)).

Paul Freedenberg,

Assistant Secretary for Trade Administration.

October 20, 1986.

|FR Doc. 86-24118 Filed 10-23-86: 8:45 am)

BILLING CODE 3510-D5-8

[A-583-605)

Certain Carbon Steel! Butt-Weld Pipe
Fittings From Taiwan; Final
Determination of Sales at Less Than
Fair Value

AGENCY: International, Trade
Administration, Import Administration
Commerce.

ACTION: Notice.

SUMMARY: We have determined that
certain carbon steel butt-weld pipe
fittings (butt-weld pipe fittings) from
Taiwan are being, or are likely to be,
sold in the Unijed States at less than fair
value, and have notified the U.S.
International Trade Commission {(ITC})
of our determination. We have also
directed the U.S. Customs Service to
continue to suspend liquidation of all
entries of butt-weld pipe fittings from
Taiwan that are entered or withdrawn
from warehouse, for consumption, on or
after the date of publication of this
notice. and to require a cash deposit or
bond for each entry in an amount equal
to the estimated dumping margin as
described in the *Continuation of
Suspension of Liquidation™ section of
this notice.

EFFECTIVE DATE: October 23, 1986.

FOR FURTHER INFORMATION CONTACT.
Mary S. Clapp (202-377-1768). Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW.,
Washington. DC 20230.

SUPPLEMENTARY INFORMATION:
Final Determination

We have determined that butt-weld
pipe fittings from Taiwan are being, or
are likely to be, sold in the United States
at less than fair value as provided in
section 735 of the Tariff Act of 1930, as
amended (19 U.S.C. 1673d) (the Act).
The dumping margins range from 8.84
percent to 8730 percent, and the
weighted-average margins are shown in
the “Continuation of Suspension of
Liquidation™ section of this notice.

Case History

On February 24, 1986, we received a
petition in proper form filed by the U.S.
Butt-Weld Fittings Committee, in
compliance with the filing requirements
of § 353.36 of the Commerce Regulations
(19 CFR 353.36). The petition alleged that
imports of the subject merchandise from
Taiwan are being, or are likely to be,
sold in the United States at less than fair
value within the meaning of section 731
of the Act, and that these imports are
causing material injury, or threaten
material injury, to a United States
industry.

After reviewing the petition, we
determined that it conlained sufficient
grounds upon which to initiate an
antidumping duty investigation. We
initiated the investigation on March 17,
1986 (51 FR 10068, March 24, 1986), and
notified the ITC of our action.

On April 2,1986, the ITC found that
there is a reasonable indication that
imports of butt-weld pipe fittings from
Taiwan are materially injuring a U.S.
industry (U.S. ITC Pub. No. 1834, April
1986).

We presented questionnaires to Rigid
Industries (Rigid) on May 1. 1986, to
Chup Hsin Enterprises (Chup Hsin) and
Gei Bey Corporation (Gei Bey) on May
22. 1986, and to Chung Ming Pipe Fitting
Manufacturing Company, Ltd. (C.M.) on
May 24, 1986, since we had information
indicating that they accounted for
approximately 95 percent of the exports
to the United States during the period of
investigation. A response was received
on June 13, 1986, from Rigid. Responses
were received from C.M. on June 23.
1986, and June 27, 19806, following C.M.'s
request for an approval of a two-week
extension of the due date. C.M.'s initial
response lacked sufficient detail in its
product descriptions to permit proper
product comparisons. In addition. many
entries in the computer sales listings
were unclear as to their meaning and
the units in which they were
denominated. Also, C.M. did not submit
a proper non-proprietary summary on @
timely basis. Gei Bey and Chup Hsin did
not respond. On Augus! 4, 1986, we
issued an affirmative preliminary
determination {51 FR 28735, August 11,
1986). CM. submitted a revised response
on August 7, 1986. On August 12, 1986,
petitioner alleged that Rigid was selling
butt-weld pipe fittings at less than the
cost of production in the home market.
We determined that there was not
sufficient time remaining prior to the
due date for our final determination in
which to investigate the allegation.

Standing Issue

One U.S. Producer, Tube Turns, Inc.,
opposes this investigation and maintains
that the petition was not filed “on behalf
of"* a U.S. industry, as required by
section 732(b)(1) of the Act.

As we have previously stated. see e.g.
Final Affirmative Countervailing Duty
Determination: Certain Fresh Atlantic
Groundfish from Canada, (51 FR 10041,
10043, March 24, 1986), neither the Act
nor the Commerce Regulations requires
a petitioner to establish affirmatively
that it has the support of a majority of a
particular industry. The Department
relies on petitioner's representation that
it has, in fact, filed on behalf of the
domestic industry. until it is
affirmatively shown that this is not the
case. Where parties opposing an
investigation provide a reasonable
indication that there are grounds to
doubt a petitioner's standing. the
Department will review whether the
opposing parties, do, in fact, represent a
major proportion of the industry. We
determined that Tube Turns, the only
member of the domestic industry to
oppose the investigation, does not
represent a major proportion of that
industry.

Scope of Investigation

The products covered by this
investigation are certain carbon steel
butt-weld type pipe fittings, other than
couplings. under 14 inches in inside
diameter, whether finished or
unfinished, that have been formed in the
shape of elbows, tees, reducers. caps.
etc., and, if forged, have been advanced
after forging.

These advancements may include any
one or more of the following: Coining.
heat treatment, shot blasting. grinding.
die stamping or painting. These fittings
are currently provided for under item
610.8800 of the Tariff Schedules of the
United State Annotated (TSUSA).

The period of investigation is
September 1. 1985, through February 28,
1986.

Fair Value Comparisons

To determine whether sales of the
subject merchandise by Rigid and CM.
in the United States were made at less
than fair value, we compared the United
States price with the foreign market
value, as specified below. Since Gei Bey
and Chup Hsin did not respond, we
based United States price and foreign
market value on the best inforafhtion
available in accordance with sectivn
776(b) of the Act.
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United States Price

As provided for in section 772(b) of
the Act. for sales by Rigid and C.M., we
based United States price or purchase
price because their butt-weld pipe
fittings were sold to unrelated
purchasers in the United States prior to
importation. We made deductions from
F.O.B. or C.LF. prices for ocean freight.
marine insurance, brokerage, and
foreign inland freight, as appropriate.
Duty drawback was added in
accordance with section 772(d){1)(B) of
the Act, where appropriate.

Since Gei Bey and Chup Hsin did not
respond. we calculated purchase price
for these two companies on the basis of
offers by a Taiwan manufacturer,
reported in the petition. as the best
information available. This price
represents offers for sale to unrelated
purchasers in the United States, reduced
by estimated costs of importation, as
provided in section 772(d)(2) of the Act.

Foreign Market Value

In accordance with section
773(a)(1)(A) of the Act, we based foreign
market value for Rigid sales in the home
market. We made deductions from
delivered prices for inland freight and
insurance. We made an adjustment for
differences in credit terms between the
respective markets, in accordance with
§ 353.15(a) of our regulations. For
comparisons invelving commissions on
the U.S. sales, we made an allowance
for selling expenses in the home market
in accordance with 353.15(c) of our
regulations. We also deducted home
market packing costs and added U.S.
packing costs.

C.M. had inadequate home market
sales. Therefore, in accordance with
section 773(a)(1)(B) of the Act, we based
foreign market value for C.M. on sales to
third countries. We made deductions
from C.LF. prices for inland freight,
ocean freight, insurance. brokerage and
handling charges. We made an
adjustment for differences in credit
terms in accordance with § 353.15 of our
regulations. We added duty drawback.
We deducted third country packing and
added U.S. packing. Where we made
comparisons to similar merchandise, we
made an adjustment for differences in
physical characteristics in accordance
with § 353.16 of our regulations.

For Gei Bey and Chup Hsin, we used
information provided by the petitioner
as the best information available to
determine foreign market value.
Petitioner based foreign market value on
constructed value. The costs of
materials and fabrication were
calculated by petitioner based on U.S.
manufacturing inputs and by applying

Taiwanese values, where appropriate.
To the sum of materials and fabrication
cost, petitioner added the statutory
minimums of ten and eight percent for
general expenses and profit,
respectively. Petitioner then added U.S.
costs of packing.

Petitioner's Comments

Petitioner’'s Comment 1: Petitioner

" argues that the deductions from United

States prige for ocean freight and inland
freight and the U.S. packing added to the
foreign market value were improperly
allocated. Petitioner contends that
allocation on the basis of weight would
be more appropriate than an allocation
basd on the relative value of individual
fittings within a given shipment.

DOC Response: While we agree
generally with the petitioner that the
most appropriate allocation would be on
relative weight, the value based
allocation methodology used by the
respondent is reasonable. In addition,
we do not have information on which to
reallocate these costs. The total costs
have been verified, and we have used
the respondent's allocation of cost in our
final determination.

Petitioner's Comment 2: Petitioner
claims that the calculation of drawbacks
by Rigid is incorrect since it is based on
the average per kilogram drawback for
all of 1985 on all products and. therefore,
includes products exported outside the
period of investigation, other products
and products shipped to other countries.

DOC Response: We have limited the
drawback used in our calculation to that
applicable on shipments to the United
States of the product under investigation
during the period of investigation.

Petitioner's Comment 3: Petitioner
argues that the Department unlawfully
failed to conduct an investigation into
whether Rigid was selling in the home
market at prices below the cost of
production. .

DOC Response: Petitioner's allegation
that Rigid was selling in the home
market at less than cost was received 70
days prior to the due date of the final
determination. Based on the facts in this
investigation, we determined that we
needed at least 86 days under
accelerated procedures in order to
conduct a proper investigation of that
allegation. Since there was not sufficient
time remaining, we did not conduct the
investigation. Furthermore, we believe
that the petitioner had sufficient
information prior to the preliminary
determination to allow the filing of a
timely allegation. We did not make a
determination on sufficiency of the
allegation since it was untimely.

Respondents’ Comments

Respondents’ Comment 1:
Respondents argue that the petitioner
does not have proper standing in this
investigation and that the investigation
should be terminated.

DOC Response: We disagree. See the
“Standing Issue" section of this notice.

Respondents’ Comment 2: Rigid
argues that its allocation of inland
freight, ocean freight and packing is
reasonable and should be used for the
final determination.

DOC Response: See our response to
“Petitioner's Comment 1.”

Respondents’ Comment 3: CM. argues
that there was sufficient information on
the record at the time of the preliminary
determination to form the basis for our
analysis. and that there is ample
information currently on the record to
form the basis for the final
determination. .

DOC Resporse: Sufficient questions
were unanswered at the time of the
preliminary determination concerning
the product groupings and the basis for
reporting prices and charges to warrant
use of best information available.
Supplemental information has been
submitted, verified, and used for
purposes of this determination.

Interested Parties’ Comments

Interested Parties’ Comment 1:
Respondent, TSI and Silbo argue that
the Department should terminate the
investigation for lack of standing. and.
at a minimum, is required according to
the CIT decision in Gilmore Steel Corp.
v. U.S. 585 F. Supp. 670 (1984) to conduct
a thorough and meaningful standing
investigation, because the petitioner
failed to show that a majority of the
domestic industry affirmatively supports
the petition.

DOC Response: We disagree. See the
“Standing Issue”section of this notice.

Interested Parties’ Comment 2

TSI Industries, Inc. and Silbo Steel
Corp.. importers of butt-weld pipe
fittings, argue that the Department
should amend the definition of the
product scope to avoid circumvention of
any antidumping duty order that may be
issued as a result of this investigation.

DOC Reponse: Based on the
importers’ comment and questions
raised by the ITC and the Customs
Service, we have clarified the scope as
reflected in the wording in the “Scope of
Investigation" section of this notice by
inserting the words "if forged:" before
the words “have been advanced after
forging.”
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Verification

As provided in section 776(b) of the
Act, we verified all information used in
this determination by using standard
verification procedures, including
examination of all relevant sales and
accounting records.

Continuation of Suspension of
Liquidation

In accordance with section 733(d) of
the Act. we are directing the United
States Customs Service to continue to
suspend liquidation of all entries of butt-

weld pipe fittings from Taiwan that are
entered, or withdrawn from warehouse,
for consumption, on or after the date of
publication of this notice in the Federal
Register.

The United States Customs Service
shall require a cash deposit or the
posting of a bond equal to the estimated
weighted-average amount by which the
foreign maket value of the merchandise
subject to this investigation exceeds the
United States price as shown in the
table below. This suspension of
liquidation will remain in effect until
further notice.

Manutacturer/ producer’ exporter

Wesgnted-average margin percentage

Riga e84
Ccw™m 8.57
Ge: Bey . 7.3

Hen, 87.30
Al Others 49.48
ITC Notification This determination is published

In accordance with section 735(d) of
the Act. we will notify the ITC of our
determination. In addition. we are
making available to the ITC all
nonprivileged and nonproprietary
information relating to this
investigation. We will allow the ITC
access to all privileged and proprietary
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under administrative protective order,
without the written consent of the
Deputy Assistant Secretary for Import
Administration.

The ITC will determine whether these
imports are msterially injuring. or are
threatening material injury to, a U.S.
industry within 45 days of the
publication of this notice. If the ITC
determines that material injury or threat
of material injury does not exist. this
proceeding will be terminated and all
securilies posted as result of the
suspension of liquidation will be
refunded or cancelled.

Howevet. if the ITC determines that
such injury does exist, we will issue an
antidumping duty order directing
Customs officers to assess an
antidumping duty on butt-weld pipe
fittings from Taiwan entered. or
withdrawn from warehouse, for
consumption after the suspension of
liquidation, equal to the amount by
which the foreign market value exceeds
the United States price,

pursuant to section 735(d) of the Act (19
U.S.C. 1673d(d)).

Paul Freedenberg,

Assistant Secretary for Trade Administration.
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