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~ UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-347 (Final)

CERTAIN MALLEABLE CAST-IRON PIPE FITTINGS FROM JAPAN

Determination

On the basis of the record 1/ developed in the subjegt investigation,'the
Commission determines, pursuant to section 735(b) of the Tariff Act of 1930 '
(19 U.s.C. § 1673d(b)), thatAan industry in the United States is materially
injured by reason of.ihports from Japan of certain malleable cast-iron pipe
fictings, provided for in 1£ems 610.70 and 610.74 of the Tariff Schedules of
the United States, that 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 this investigation effective February 13, £587,
. following a preliminary determination by the Department of Commerce that
imports of certain malleable cast-iron pipe fittings from Japan 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 investigation and of a public
heariné to be held in connection therewith was given by posting copies of the

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

Washington, DC, and by publishing the notice in the Federal Register of
March 4, 1987 (52 F.R. 6631). The hearing was held in Washington, DC, on
April 28, 1987, and all persons who requested the opportunity were permitted

to appear in person or by counsel.

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






)

‘major prdportion of the total domestic production of that product." =

VIEWS OF THE (OMMISS.ON
We determiue that an industry in the United étates is materially injured
by reaéon of imports of certain malleable cast-iron pipe fittings from Japan
that are sold at .less than fair value (LTHV). v |
We base this determination on the continued decline in the condition of

the domestic industry since our May 1986 investigation of imports of the same

product %/ and.qn'pur assessment of the volume and effect of cumulated

.imports from Japan and Thailand. These imports were present in .significant

volumes,thrqughdut the beriod of investigation, increased their market share

in 1986, and consistently undehsold»the domestic product. é/Aﬂ/' As a

result, thg domestic industry, previously weakened by the'impaét of LTFV

imports from Brazil, Korea and Taiwan, 8/ sustained further material injury.

Like product/domestic industry

The Commission is required to define the scope of the relevant domestic
industry for the purpose of éssessing'material injury. The term "industry" is
deflned by statute as “the domestic producers as a whole of a like product or

those producers whose collective output of the like product constltutes a

6/

1/ Material retardation is not an issue in this 1nvestxgat10n and will not
be discussed further. :

2/ See Certain Cast-Iron Pipe Fittings from Braz11 the Republic of Korea
and Taiwan, Invs. Nos. 731-TA-278 to 280 (Final), USIIC Pub. 1845 (May 1986).

3/ Chairman Liebeler and Vice Chairman Brunsdale do not base their
determination in this case on underselling. See n.41, infra.

4/ 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 it in the past, such comparisons reflect

an 1mgortant aspect of competition in the marketplace. i _
ee Certain Cast-lron Pipe F1tt1ngs from Brazil, the Republic of Korea
and Taiwan, supra, n.2.
6/ 19 U.S.C.§ 1677(4)(A).



. subject to an investigation . . . ."

"Like product," in turn, is defined as‘"a'product which is like, or in the

absence of like, most similar in characteristics and uses with, the article

1/ 8/

In previous investigations involving the same product, Qe‘found the like
product to be malleable threaded cast—iron bipe fittings and the domestic
industry to be the producers of malleable threaded cést—irdn'pipe
ﬁittings.~2/ Although respondents continued to argue that our like produét

definition should include grooved pipe fittings'and/dr nonmalleable pipe

fittings, the information collected during this investigation reinforces the

©7/-19 U.S.C. § 1677(10). See also S. Rep. No. 249, 96th Cong., 1st Sess.
90-91 (1979).

'8/ The "article 'subject to an 1nvestlgat10n" is defined by the scope of the
Department of Commerce's (Commerce) investigation. Commerce has det'ined the
scope of this investigation as "malleable cast iron pipe fittings, advanced in
condition by operations or processes subsequent to the casting process other
than with grooves, or not advanced, of cast iron other than alloy cast iron,
as currently provided for in items 610.7000 and 610.7400 of the larifft
Schedules of the Unlted States Annotated (ISUSA) " See 52 Fed. Reg. 13856
(Apr. 27, °1987).

9/ See, e.g., Certain Malleable Cast—Iron Pipe Fittings from Japan and
Thailand, Invs. Nos. 731-TA-347 to 348 (Preliminary), USITC Pub. 1900 (Oct.
1986); Certzdin Cast—Iron Pipe Fittings from Brazil, the Republic of Korea and
Taiwan, Invs. Nos. 731-rA-2/8 to 280 (Preliminary), USIIC Pub. 1753 (Sept.
1985) and (Final), USITC Pub. 1845 (May 1986); Certain Cast—Iron Pipe Fittings
from Brazil, Inv. No. 701-TA-221 (Final), USITC Pub. 1681 (Apr. 1985) (finding
that malleable and nonmalleable pipe fittings are separate like products and
that there are separate domestic industries producing malleable and
nonmalleable p1pe flttlngs)



propriety of our previous like product definition. Lo/ Accordingly, we

adopt the definition of like product and domestic industry made in our earlier

determinations.

Condition of the domestic industry

In assessing the condition of the domestlc 1ndustry, the Commission
considers, among other factors, domestlc consumpt1on, U S. product1on,
capacity, capacity utilization, shlpments, 1nventor1es, employment and’

prof1tab111ty 1/

» 12, , gy
In our May 1986 decision, 12/ we found that, although some indicators
suggested improvement during 1983-85, the domestic industry was materially
... 13/ : ) . ’ : - o ,
injured. = The data in the instant investigation reveal that the

industry's difficulties worsened in 1986. Production, capacity utilization,

. 10/ Respondents presented two' like—product arguments. First, the Japanese -
respondent maintained that both malleable and nonmalleable pipe fittings are
"like" .the imported product because they are interchangeable for many
applications. However, the additional data available in this investigation
indicate that malleable and nonmalleable pipe fittings are not interchangeable
in their end uses and are significantly different in their material _
composition. Report of the Commission (Report) at A-43. Thus, we do not -
believe that nonmalleable pipe fittings should be in¢cluded in the definition
of the like product. Second, both the Thai and Japanese respondents insist
that grooved pipe fittings are like the imported threaded pipe fittings.
Again, however, the data regarding the lack of interchangeability between
these two types of pipe fittings and their differences in physical
characteristics and methods of production confirm our previous
determinations. Respondents failed to'-submit any additional evidence in this
final investigation on the like product issues and, instead, they suggested
that the Commission would receive data in:response’to its questionnaires that
"would allow it to make a fully informed determination concerning this crucial
like product issue." Prehearing Brief of Thai Producers and Importers at 12.
We have reviewed that data and find that they do not warrant a change in the
Commissions previous like product definition.

11/ 19-U.S.C. §-1677(7)(C)(iii).

12/ Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and
Taiwan, supra, n.2,

13/ Vice Chairman Brunsdale voted afflrmat1ve1y in that case on the bas1s of
threat of material injury.



shipments, employment, and the financial performance of the domestic industry
all declined in-1986l 14/

Apparent U.S. consumption of malleable threaded cast—iron pipe fittings
decreased from 71,842 tons in 1984 to 67,792 tons in 1985, or by 6 percent,

15 -
and by 10 percent to 61,136 tons in 1986. -‘“/ u.s. productlon of malleable

threaded cast—1ron pipe flttlngs decreased from 48,737 tons in 1984 to 45 0]3

tons in 1985 or by 8 percent and fell by 7 percent to 41 863 tons in

1986. 16/ Producers' domest1c shlpments alqo dropped steadlly, decrea31ng

by nearly 7 percent from 1984 to 1985 and by 6 percent from 1985 to
177 18/ C . s
1986. Capac1ty was constant at 95 260 tons, = ,apac1ty utilization

was low and dec11n1ng throughout the period of 1nvestlgat1on dropplng from

51.2 percent in 1984 to 47.3 percent 1n 1985, and then to 43. 9 percent in
1986. 1%/ | - - -
Foui of the domestic producers reported significant. layoffs of productlon

and related workers dur1ng the period of 1nvestlgat10n 2o/ The number- of

employees producingmmalleable cast—ironﬂpipe fittings declined,significantly,

14/ In the May 1986 1nvestlgat10n, see supra, n.2, V]ce Chairman Brunsdale
did not find mater1a1 ~injury, but d1d find the threat of material.injury due
in large part to the weakened condition of the domestic industry. See Certain
Cast-Iron Pipe Fittings from Brazil, Korea and Taiwan; supra, n.2 at.19. The
data available for 1986 and 1987 in the. instant- investigation make it apparent
that the threat of material injury anticipated in the. earlier case has ripened
into actual injury. As indicated, the financiai and operating performance of
‘the  industry, as well-as consumptton ot the product all- declined in 1980

15/ Report at A-13. . .

16/ Id. at A-17, Table 6.

17/ Id. at A-17-A-18, Table 7,

18/ 1d. at A-17, Table 6.

19/ 1d. |
20/ Id. at A-19. *



from 1,925 in 1985 to 1,752-in 1986. 2y Hours worked, wages paid, and
; . . 22/ ‘
total compensation also declined. =
Financial data also reveal that the industry's condition has

deteriorated. Net sales of malleable threaded cast-iron pipe fittings dropped

from $125.8 million in 1984 to $121.7 million in 1985 and then to $110 million

in 1986. 23/ Operating profits of $1.02 million in 1985 turned into

‘ 24 .
operating losses of $2.64 million 1986.-“—/ Such losses continued in
“interim 1987 for those firms reporting data. 25/ Operating margins followed

a trend like‘that of operating income and loss. 26/

On the basis of the record in this investigation we determine that the
domestic malleable threaded cast—iron pipe fittings industry is currently

experiencing material injury.

Cumulation

Petitioner urges the Commission to cumulate imports from Japan with those
from Thailand. ‘In the preliminary investigations involving imports from
both Japan and Thailand, we determined that cumulation was appropriate. Thig
final investigation involves only imports from Japan, since Commerce. has

; . . . s 28/
postponed its final determination regarding imports from-Thailand. —

21/ Id. at A-20, Table 9.

22/ 1d. L

23/ 1d. at A-25, Table 12.

24/ 1d.

25/ Id. Two firms sustained operating losses during 1984-85, whereas four
firms reported such losses in 1986. Id. :

26/ Id. ,

27/ Petitioner did not request cumulation with imports from Brazil, Korea,
and Taiwan. Since we find material injury by reason of cumulated imports from
Japan and Thailand, it is not necessary to consider whether cumulation with

imports from Brazil, Korea, and Taiwan would be appropriate.
28/ Report at A-1-A-4,



We must apply the cumulation provisions of the Trade and Tariff Act of
1984 if three requirements are met. The imports must (1) compete with each

other and with the domestic like product, (2) be subject to investigation, and

29/

- (3) be marketed within a reasonably coincidental period. ==

Notwithstanding the postponement of a final determination by Commerce
regarding imports from Thailand, the imports of pipe fittings from Japan and
Thailand remain subject to investigation. 'Moreover, there is no dispute that

imports from Japan and Thailand were marketed within a reasonably coincident

period of time. Accordingly, the only issue with respect to the

appropriateness of cumulation is whether those imports compete with each other
‘ s c ; 0 ) L

and with the domestic like product. 30/ We determine that they do.

Accordingly, we determine that cumulation is warranted .

29/ See 19 U.S.C. § 1677(7)(C)(iv); H.R. Rep. No. 1156, 98th Cong., 2nd Sess.
173 (1984); Welded Steel Wire Fabric for Concrete Reinforcement from Italy,

- Mexico, and Venezuela, Invs. Nos. 701-TA-261(A), 263(A), ‘and 264(A)

(Preliminary) and Invs. Nos. 731-TA-289(A) to 291(A) (Preliminary), USITC Pub.
1795 at 9.(Jan. 1986); Certain Steel Wire Nails from the People's Republic of
China, Poland, and Yugoslavia, Invs. Nos. 731-TA-266 to 268 (Preliminary),
USITC Pub. 1730 at 7 (1985). : '

30/ In determining whether the imported products compete with each other and
with the like product in the U.S. market and whether the marketing of imports
is reasonably coincident, the Commission has considered the following factors:

(1). the degree of.fungibility between importsvfrom'different
countries and between imports and the domestic like product,
including consideration of specific customer requirements and other
guality related questions;
(2) the presence of sales or offers to sell in the same geographical
markets of imports from different countries and the domestic like
product
“(3) the existence of common or similar channels of distribution of
imports from different countries and the domestic like product; and
(4) whether the imports are simultaneously present in the market.
This list-is not exhaustive. and no-single factor is determinative. This

.analysis is designed to provide a basis on which to decide whether the

statutory criterion .regarding competition is established. -Sece, e.q9., Iron
Construction Castings from Canada, 1Inv. No. 731-TA-263 (Final), USITC Pub.
1811 at 8, n.26 (Feb. 1986) (Stern, Eckes, Lodwick, and Rohr).



Although there is, as respondents argued, some evidence éf quality
differences between certain, but not necessarily all, Japanese imports and
imports from Thailand, there is also evidence that the imports and the
domestic like product are sufficiently comparable in qualit& to be -
interchangeable to many end-users. g%{_-Further, all malleable threaded
cast-iron pipe fittings meet the same minimum quality standards.established by
the American National Standards Institute. 32/ Finally, channels of

distribution for the imports and the domestic product éppear to be geherally

similar, 33/

Respondehts fﬁrthérVaEQUed thét'the imports do not compete with each_
other or the domestic like product because fﬁey Qgre qot sold in the same
geographic or end-user markets. There is evidencé, however, of an overlap in

the geoéraphic and end—uséf markets in which the importé and the domestic like
34/ '

product are sold. = Thai imports are marketed primarily in the Gulf and

Western states, while Japanese importé are sold'natidnwide and are present in
all regions of the country, including the Gulf and Western states. 35/
Moreover, imports from both countriés-aré présent in éighificant volumes in
all sectors of the end-user market. 36/ Consequently, we find:fhéf the

. . . . g 37/ : . ' .
criteria for cumulation are satisfied =" and base our causation analysis on

cumulating imports from Japan with those from Thailand.

31/ Report at A-16, A-42,
32/ Id. at A-5.
33/ Id. at A-14.

34/ Id. at A-13-A-16. :

35/ Id. at A-16. Given the low levels of imports from Thailand in 1984 and
their rapid growth in 1985 and 1986, it is hardly surprising that the Thai
igggr%grs have not yet fully saturated all sectors of the U.S. market.

37/ See, e.g., Iron Construction Castings from Canada, supra, n.30, at 8;

Welded Steel Wire Fabric for Concrete Reinforcement from Italy, Mexico, and
- Venezuela, supra, n.29, at 11. ’



- relevant domestic industry.

10

38/

Material injury. by reason of LTFV imports from Japan and Thailand =~

In determiﬁing whether the domestic industry is materially injured "by
reason of" LTFV imports from.Japan and Thailand, the Commission considers, .
among other factors, the volume of imports, the effect of imports on prices in

the United States for the like product, and the impact of such imports on the
39/

We find that the substantiéi volume and increasing market penetration of
imports from Japan and Thailand, together with evidence of consistent

underselling by imports from Japan, demonstrate that the subject imports are a

) . 0/ Al
cause-of the domestic industry's continued decline. 49/ /

Market penetration, by .quantity, of ‘imports- from Japan and Thailand rose

from 16.9 percent in 1984 to 18.9 percent in 1986. az/ While apparent

38/ Chalrman Llobeler does not join the rest of th1s oplnlon Sog her
Additional Views, infra.

39/ 19 U.S.C. § 1677(7)(B).

.40/ Vice Chairman Brunsdale believes that the magnitude of the dumping margin
"is one factor, among others, that should be considered in determining whether

LTFV imports are a cause of material injury. For a discussion of her views on
the relevance of dumping margins to causation analysis, sece Heavy-Walled
Rectangular Welded Carbon Steel Pipes and Tubes from Canada, Inv. No.
731-TA-254 (Final), USITC Pub. 1808 at 13-14 (1986). She notes that the
dumplng margin for Japanese imports, as determined by the Department of
Commerce, is 57.39 percent of the entered value of those imports. Such a
margin is sufficiently large to .support an affirmative determination in this
1nvestlgatlon Large dumping margins are not by themselves sufficient to
support an affirmative determination. See Certain Ethanol Alcohol from
Brazil, Inv. No. 701—Tﬁ—239 (Flnal), USITC Pub. 1818 at 15-16 (1986).
However, large margins coupled with relatively inelastic demand and import
market penetration as large as the penetration in this case point to dumped
imports 33 & cause of material injury to the domestic industry.

41/ Vice Chairman Brunsdale believes that the evidence of underselling in
this investigation is not persuasive on the question of causation. For a more
extensive discussion on some of the shortcomings of such evidence, see Certain
Table Wine from the Federal Republic of Germany, France, and Italy, Invs.. Nos.
701-TA-258 to 260 (Preliminary) and 731-rA-283 to 28% (Preliminary), USTIC

Pub. 1771 at 34-36 (1985) (Additional Views of Vice Chairman Liebeler).
42/ Report at A-34, Table ll
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consumption declined steadily during the period of inveStigation, the volume

of imports from Japan and rhailand remained at high levels. 43/ .Thus, the

subject imports succeeded in.capturing a larger share of a declining

market, A4/

The pricing data obtained by the Commission indicate consistent
underselling by the subject imports for each of the four representative
products studied. 45/ While domestic priées increased modestly during the

period of investigation, the increase was more than offset by rising costs and

was not sufficient. to allow domestic producers to turn a profit in the face of
declining demand. Thus, underselling by the subject imports was a direct

cause of the continued erosion of the financial condition of the domestic

industry.

Conclusion
For the foregoing reasons, we determinelthat the domestic industry
producing malléable cast-iron pipe'fittings is materially injured by reason of

LTFV imports from Japan.

43/ 1d.

44/ Vice Chairman Brunsdale notes that the Report also.contains information
concerning the market penetration by value of the subject imports. Report at
A—-34, B-30, Appendix E. That information also indicates an increasing .
percentage of market penetration by the subject imports and supports an
affirmative determination. She believes that import penetration ordinarily
should be measured by value data rather than by quantity data.  These views

are set forth more fully in Erasable Programmable Read Only Memories from
Japan, Inv. No. 731-TA-288 (Final), USITC Pub. 1927 at 32-39 (1986)
(Additional Views of Vice Chairman Brunsdale).

45/ Report at A-37-A-40, Tables 18-21.






ADDITIONAL VIEWS OF CHAIRMAN LIEBELER
Certain Malleable Cast-Iron Pipe Fittings
from Japan and Thailand (Final)

Inv. Nos. 731-TA-347, 348

I determine that that an industry in the United
States is materially injured by reason of imports of
certain malleable cast-iron pipe fittings from Japan and
‘Thailand which the Department of Commerce has determined
are;being sold at less than fair value.z I concur with the
‘majority in its discussiohs of like product, condition of |

_ : p Y4 :
the domestic industry, and cumulation. : This opinion

presents my views with respect to causation.

Material Injury by Reason of Imports

In order for a domestic ihdustry to prevail in a

final investigation, the Commission must determine that

N

1/ I have determined to cumulate imports of the
subject merchandise from Japan and Thailand.
See Views of the Commission, supra at 7-9.
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the dumped or subsidized imports cause or threaten to
cause material injury to the domestic industry producing
~the like product. First, the Commission must determine
whether the domestic industry producing the like product
is materially injured or is threatened with material
injury. Second, the Commission must determine whether any
injury or threat theréof is by reason of the dumped or
subsidized imports. Only if the Commission answers both
questions in the affirmative, will it make an affirmative

determination in the investigation.

Before analyzing the data, however, the first
question is whether the statute is clear or whether one
must resort toAthe legislative history in order to:
interpret the relevant sections of the antidumping law.
The accepted rule of stétﬁtofy constrﬁction is that a
statute, clear and unambiguous on its face, need not and
cannot be interpreted ﬁsihg secondary.sources, Onlf

statutes that are of doubtful meaning are subject to such

2/

statutory interpretation.

2/ C. Sands, Sutherland Statutory Construction, §
45.02 (4th ed. 1985).

14



The statutory language used for both parts of the
two-part analysis is ambiguous. “Material injury” is
defined as 7"harm.which is not inconsequential, immaterial,

3/
or unimportant.” This definition leaves unclear what

is meant by héfm. As for the causation test, ”by reason
of” lends itself to no easy interpretation, aﬁd has been
the subject of much debate by past and present'
commissioners. Clearly, well-informed‘pefsons may differ
as to the ihterpretation of.the_causation-and material
injﬁry sections of title VIi. Therefore; thé'legisiative

history becomes hélpful in interpreting title VII.

’The.ambiguity arises in partlbecadse it is clear that
the présence'in'the United States of additional foreign
supply will always make?thefdomestiC'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 product than WOuld_

3/ 19 U.S.C. § 1977(7) (A) (1980).
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otherwise prevail. If a downward .effect on price,
accompanied by a Department of Commerce dumping or subsidy
finding'and~a Commission finding that financial ‘indicators
were down were all that were required for an affirmative
deferminafibn,lthere would be no need to inquire~further

into causation.

But the legislative ﬁistor& shows that thg'ﬁere
presence of i@FV.imports'is not sufficignt té,establish d
causatioﬁ. In ihe legislative history to the Trade
Agreémenfs‘Acts of 1979,_Congress stated: |

' {T]lhe ITC will consider information which
indicates that harm is caused by factors other

L74

than the less-than-fair-value imports.

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 1link between“the

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

16



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

The Seﬁate.Finance Committee acknowledged that the
causation analysis would not be easy: “The determination
of the ITC with respect to causation, is under current
law, and will be, under section 735, complex and
difficult, and is matter for the judgment of the
ITC. ”é/ Since the domestlc industry is no doubt worse
off by the presence of any imports (whether LTFV or fairly
traded) and Congress has dlrected that thls 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 19?4 Act, the Senate

Finance Committee stated:

' This Act is not a '‘protectionist’ statute
designed to bar or restrict U.S. imports; rather,

17



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/

i « United States industry.

”

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

results therefrom:

[(T]he Antidumping Act does not proscribe

1 transactions which involve selling an imported

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

of traditional microeconomic theory is that firms attempt

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

1d.

<
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£ ~ |
to maximize profits. . Congress was obviously familiar

with the economist’s tools: ”[I]mportérs as prudent
businessmen dealing fairly would be interested in
maxlmlzlng proflts by selling at prices as high as the

10/
U.S. market would bear.”

An assertion of unfair. price discrimination should be
acéoﬁpanied by a factual record that can support such a
conclusion. In acéord with economic theory and the
1egi§lative histbry; foréign firms should be presumed to

behave rationally: Thefefore, if the factuhl setting in
-which the unfair imports occur doés not support any gain
to be had by unfair price discrimihation, it is reasonable
to conclu&e that any injury or threat of injury to the

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

9/ See, e.g., P. Samuelson & W. Nordhaus,
Economics 42-45 (12th ed. 1985); W. Nicholson,
Intermediate Microeconomics and Its Appllcatlon
7 (3rd ed. 1983).

10/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
Cong. 24 Sess. 179. ’ .
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In many cases unfair price discrimination by a
competitor would be irrational. 1In genéral, it is not
rational td.charge a price below that necessary to sell
one’s product. In certain circumstances, a firm may try
to capture a sufficiént.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 thié
condition which Congress must have meant when it cnarged
us “to discourage and prevent foreign suppliers from using
unfair price discrimination practices ib the detriment of -

11/
a United States industry.”

In Certain Red Raspberries from Canada, I set forth a
framework for examining what factual setting would merit
an affirmative finding under the law interpreted in light

12/
of the cited legislative history.

11/ Trade Reform Act of 1974, S. Rep. 1298, 93rd
Cong. 2d Sess. 179. '
12/ Inv. No. 731-TA-10€ {(Final), USITC Pub. 1680,

Fihal), US
at 11-19 (1985) (Additional Views of Vice
Chairman Liebeler).

20



' 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 imﬁéét of iméqtts.on‘domestic producers.
The légiélativé.history provides some guidance for
hgpplyiné these critgria. - The: factors incorporatg both the
étatutory EEitéfia and thevguidance provided by the
legislative history. Each of these factors is evaluated

-in turn.

13/ 1d. at 16.
14/

19 U.S.C. § 1677(7) (B)=(C) (1980 & cum. supp.
1985). S - '
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Causation analysis

The Commission made an affirmative determination
concerning imports of malleable cast-iron pipe fittings

15/
from Brazil, Korea, and Taiwan in May, 1986. That

determination has changed the trend in import penetration
by the countries currently subject to investigation. The
impositioh of antidumping duties ﬂas also increased

barriers to entry from countries not currentlf subject to
‘invéstigation. These factors will be discussed further

below.

Examining import penetration data is relevant because
unfair price discrimination has as its goal, and cannot
take place in the absence of, market power. I have

determined to cumulate imports from Japan and

®

15/ Certain Cast-Iron Pipe Fittings from Brazil,
- the Republic of Korea and Taiwan, Invs. Nos.
278-80(Final), USITC Pub. 1845 (May 1986).

22



16/
Thailand.

On a quantity basis, 1986 cumulated
imports from these countries accounted for 18.9 percent of -
apparent U.S. consumption, or nearly one-third more of

17/
U.S. consumption than in 1985. Thus, import
penetration is moderately large and increasing.
Consequently, the first indicator -is consistent with a

_finding of unfair price discrimination.

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
18/ . | .
competitive price and the more likely it is that the

domestic producers will be adversely affected. The

16/ See note 2 supra and Viewstof the Commission at
7-9. .

17/ Report at Table 17. There was a decrease in
penetration between 1984 and 1985, id., but as
noted above, the Commission’s affirmative
determination in Certain Cast-Iron Pipe .
Fittings from Brazil, the Republic of Korea and’
Taiwan, Invs. 278-80 (Final), USITC Pub. 1845
(May 1986) was an important intervening event.

18/ See text accompanying note 7, supra.
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Department of Commerce has calculated the dumping margin

for imported cast-iron pipe fittings from Japan to be

19/

57.39 percent. The preliminary dumping margin for
cast-iron pipe fittings from Thailand is 2.75

20/
percent. Because the quantity of imports from Japan
is higher than the quantity from Thailand, the weighted
average margin for the two countries by quantity is closer

' 21/

to the (higher Japanese margin). This two country
average is moderately high and not inconsistent with a

finding of unfair price discrimination.

The third factor is the homogeneity of theipreducfs.
The more homogeneous the products, the greater will be the
effect of any allegedly unfair practice on domestic o
producers of the like product. There is varied evidence
regarding quality differences among the imports, and

between some of the imports and the domestic like

Report at A-7.

Report at Id.

Report at Table 17.
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422/ | | |
product. Nevertheless, it appears that both
Japanéée ahd ihai f;ttings meet basic industry standards
and are generaily intefchangeable with fittings made in
the United Sfateé.gg/' Thus; Japanese and Thai cast-iron
fittings_appéér to be substitutes for domestié products,

although imperfect ones. This factor is consistent with

an affirmative determination.

As to the fourth factor, evidence 6f declining

domestic prices, ceteris paribus, might indicate that

domestic producers were lowering their prices to maintain
market share.. Over the period of investigatioh, prices
rose for three of the four relevant products, and declined
for one.gﬁ/.,The price daﬁa‘are thus not consistent with

a finding of unfair price discrimination.

The fifth factor in the five factor test is barriers

to entry (foreign supply elasticity). If there are

Report at A-15 to A-16.

14d.

Report at Tables 18 to 21.
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barriers to entry (or low foreigh elasticity of supply) it
is more likely that a producer can gain market power.
Imports from Japan and Thailand represent a significant
and increasing share of all imports of cast-iron pipe
fittings into the United States. 1In 1985, on a quantity
basis, imports from these countries accounted for 43
percent of U.S. imports, and in 1956 they accounted for 62

_ 25/
percent--an increase of nearly one-half. Since May

12, 1986 Brazilian, Korean, and Taiwanese imports have
been subject to outstanding dumping orders. In 1985
Brazilian, Korean, and Taiwanese imports accounted, on a
quantity basis, for 47 percent of all imports of the
subject merchandise entering the United States, while in
1986 imports from these countries accounted .for only 19
percent of U.S. imports—-- a decline of almost

26/ _
two-thirds. Thus it appears that the outstanding

dumping orders pertaining to Brazil) Korea, and Taiwan,

25/ Report at Table 17.
26/ Official Statistics of Department of COmmerce.

Office of Investigations Memorandum,
INV~-K-069 (June 12, 1987).
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represent significant barriers té entry for these
countries, and that these barriers have helped - Japan and
Thailand to increase sharply their share of the market.
Thus, barriers to entry exist of a kind that make it
possible for Japanese and Thai producers to gain market
power. This factor is consistent with an affirmative

determination.

These factors must be baianced in each case to reach a
sound determination. . While domestic product pfices"have
increased slightly, all other factors tend to favor an
affirmative determination. Cumulated import penetration
is moderately high and increasing. Moreover, Japan and
Thailand have been gaining aigreater share of the import
market. Indeed, while in 1985 imports from'these
countries accounted fof about 40 to 45 peréent of all
imports, in 1986 they accounted for over 60 percentlof
those imports. This increase in markét share is likely
attributable, at least in part, to the barriers to entry
existing because of the outstanding dumping .orders ag;inst

Brazil, Korea, and Taiwan. ,Finally, imports and domestic

27



products are generally homogeneous, and dumping margins
are moderate to moderately high. Thus, the factors, on

balance, weigh in favor of an affirmative determination.

Conclusion

Therefore, I conclude that an industry in the United
States is matérially injured by reason of dumped imports
| of certain malleable cast-iron pipe fittings from Japan

P and Thailand.
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INFORMATION OBTAINED IN THE INVESTIGATION
~Introduction

. On February 13, 1987, the U.S. Department of Commerce (Commerce)

- published notice in the Federal Register (52 F.R. 4635) of its preliminary
determinations that certain malleable cast-iron pipe fittings 1/ from Japan
and Thailand are being, or are likely to be, sold in the United States at less
than fair value (LTFV) within the meaning of the Tariff Act of 1930. 2/
Accordingly, effective February 13, 1987, the U.S. International Trade
Commission (Commission) instituted investigations Nos. 731-TA-347 and 348
(Final) to determine whether an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an
industry is materially retarded, by reason of such imports.

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 notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal .
Register of March 4, 1987 (52 F.R. 6631). 3/

The Commission’s final determinations in these investigations must be
made before the later of the 120th day after the day on which Commerce makes
its affirmative preliminary determination or the 45th day after the day on
which Commerce makes its affirmative final determination. On March 16, 1987,
at the request of counsel for Thal respondents, Commerce postponed the date
for making its final LTFV determination in the investigation of the subject
imports from Thailand 4/ from April 21, 1987, until not later than June 28,
1987. Accordingly, the Commission will make its final determination with
respect to the subject imports from Thailand not later than August 12, 1987.

On April 27, 1987, Commerce published its final determination that
malleable cast-iron pipe fittings from Japan are being, or are likely to be,
sold in the United States at LTFV (52 F.R. 13855). 5/ The weighted-average
LTFV margin for Japan was 57.39 percent. For further discussion of the LTFV
average margins, see the section of this report entitled ”Nature and Extent of
Sales at LTFV.”

‘

In connection with the Commission’s investigations, a public hearing was
held in Washington, DC, on April 28, 1987. 6/ The Commission will transmit
its final determination with respect to the subject imports from Japan to
Commerce on June 15, 1987.

1/ The products covered by Commerce’s determinations are described as
"malleable cast iron pipe fittings, advanced in condition by operations or
processes subsequent to the casting process other than with grooves, or not
advanced, of cast iron other than alloy cast iron, as currently provided for
in items 610.7000 and 610.7400 of the Tariff Schedules of the United

States Annotated (TSUSA).” ’

2/ A copy of Commerce’s notices is presented in app. A.

3/ A copy of the Commission’s notice is presented in app. B.

4/ A copy of Commerce’s extension notice is presented in app. A.

5/ A copy of Commerce’s final determination is presented in app. A.

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

On August 29, 1986, petitions were filed with the Commission and Commerce
by counsel on behalf of the Cast Iron Pipe Fittings Committee, 1/ alleging
that an industry in the United States is materially injured, or is threatened
with material injury, by reason of imports from Japan and Thailand of certain
nonalloy, malleable cast-iron pipe fittings that are being sold in the United
States at LTFV. Accordingly, the Commission instituted preliminary
antidumping investigations Nos. 731-TA-347 and 348 under section 733(a) of the
Tariff Act of 1930 (19 U.S.C. § 1673b(a)) to determine whether there was a
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an
industry In the United States is materially retarded, by reason of such
merchandise.

On October 7, 1986, the Commission unanimously determined that there was
a reasonable indication that an industry in the United States is materially
injured by reason of imports from Japan and Thailand of such nonalloy,
malleable cast-iron pipe fittings, 2/ whether or not advanced in condition by
operations or processes (such as threading) subsequent to the casting process,
provided for in items 610.70 and 610.74 of the Tariff Schedules of the United
States (TSUS), which were alleged to be sold in the United States at LTFV. 3/

Previous Commission Investigations

On April 13, 1977, the Commission instituted an investigation (No.
TA-201-26) under section 201 of the Trade Act of 1974 concerning malleable
cast-iron pipe and tube fittings, provided for in TSUS items 610.70, 610.71,
and 610.74, in response to a petition filed by the American Pipe Fittings
Association. On September 19, 1977, the Commission reported to the President

‘its unanimous finding that malleable cast-iron pipe and tube fittings were not

being imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industry producing like or directly competitive articles.

Following Commerce’s notification of its preliminary determination that
certain malleable cast-iron pipe fittings exported from Japan might be
subsidized, the Commission instituted, effective January 1, 1980,
investigation No. 701-TA-9 (Final) under section 703(a) of the Tariff Act of
1930 to determine whether an industry in the United States was materfallw

1/ The five member producers of this committee are Stanley G. Flagg & Co.,
Inc., Grinnell Corp. (successor to the fittings business of ITT Corp.),
Stockham Valves & Fittings Co., U-Brand Corp., and Ward Hanufacturing, Inc.
(successor to Ward Foundry Division of Clevepak Corp.).

2/ Fittings with standard pressure ratings of 150 pounds per square inch (psi)
and heavy-duty pressure ratings of 300 psi. Groove-lock fittings were not
included. A

3/ The Commission’s preliminary determinations were published in the Federal
Register of Oct. 22, 1986 (51 F.R. 37498).



-A-3

injured or threatened with material injury, or the establishment of an
industry was materially retarded, by reason of the importation of these pipe
fittings into the United States. On March 20, 1980, the Commission terminated
the investigation upon written request by counsel for the petitioners, the
American Pipe Fittings Association. -

On September 18, 1984, the Commission instituted investigations in
response to petitions filed by the Cast Iron Pipe Fittings Committee, which
alleged that an industry in the United States was materially injured, or
threatened with material injury, by reason of imports of cast-iron pipe
fittings that were allegedly subsidized by the Governments of Brazil and
India. The investigation on India was terminated on October 9, 1984,
following withdrawal of the petition. -On March 5, 1985, the Department of
Commerce made its final determination that the. Government of Brazil was
providing such subsidies. On April 17, 1985, the Commission determined that
there were two domestic industries, producers of malleable cast-iron pipe
fittings and producers of nonmalleable cast-iron pipe fittings, and that there
vas no material injury or threat thereof to these industries by reason of
imports of nonalloy, malleable or nonalloy, nonmalleable cast-iron pipe
fittings that were subsidized by the Government of Brazil (50 F.R. 16173,
Apr. 24, 1985). 1/ This negative determination was "based on the lack of a
causal nexus between the condition of!the domestic industries and the
subsidized imports from Brazil.” 2/ '

On July 31, 1985, the Commission instituted preliminary antidumping
investigations Nos. 731-TA-278, 279, and 280 in response to petitions filed by
the Cast Iron Pipe Fittings Committee, 3/ which alleged that an industry in
the United States was materially injured, or was threatened with material
injury, by reason of imports from Brazil, the Republic of Korea (Korea), and
Taiwan of nonalloy, malleable cast-iron pipe fittings alleged to be sold in
the United States at LTFV. 4/ On September 11, 1985, the Commission made
“preliminary affirmative injury determinations. On January 13, 1986, following
preliminary affirmative LTFV determinations by Commerce, the Commission
instituted final antidumping investigations. On March 28, 1986, Commerce
notified the Commission of its final determinations that nonalloy, malleable
cast-iron pipe fittings from Brazil, Korea, and Taiwan were being, or were

1/ Commissioner Eckes determined that an industry in the United States was
materially injured by reason of imports of malleable cast-iron pipe fittings.
2/ Certain Cast-Iron Pipe Fittings from Brazil: Determinations of the
Commission in Investigation No. 701-TA-221, USITC Publication 1681,

April 1985, p. 3.

3/ U-Brand Corp. did not join the other members of the Committee in filing the
petitions. '

4/ On the same day, a petition was also filed with respect to imports from
Taiwan of nonalloy, nonmalleable cast-iron. pipe fittings other than cast-iron
soil pipe, provided for in TSUS items 610.62 and 610.65, which were alleged to
be sold in the United States at LTFV (investigation No. 731-TA-281
(Preliminary)). The Commission made a preliminary affirmative injury
determination in this investigation; however, Commerce made a preliminary
negative LTFV determination. Subsequently, the petition was withdrawn and the
investigation was terminated (51 F.R. 10648, Mar. 28, 1986).
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likely to be, sold in the United States at LTFV; 1/ and on May 12, 1986, the
Commission determined that an industry in the United States was materially
injured by reason of imports from Brazil, Korea, and Taiwan of the subject
merchandise. 2/

The Products

Description and uses

Cast-iron pipe and tube fittings are used to join pipes in straight
lines; to change, divert, divide, or direct the flow of liquid, gas, or steam
in piping systems; to provide access for cleaning and permit branching in
piping systems; and to reduce or increase the diameter of piping systems.
Cast-iron fittings fall into two general categories: mnonmalleable fittings,
which have little tensile strength, and malleable fittings, which are lighter
in weight and have more tensile strength than nonmalleable fittings.
Malleable fittings are used where shock and vibration resistance is required
and where fittings are subject to quick temperature changes. Only malleable
cast-iron fittings are included within the scope of these investigations. 3/

Malleable fittings are available in' hundreds of configurations, the most
common being 90-degree elbows, tees, couplings, and unions. They are produced
in both black (ungalvanized) and galvanized form and have inside diameters
generally ranging from 1/2 inch to 6 inches; other sizes are available on
special order. Malleable fittings may be threaded and attached to pipes by
screwing, or they may have grooved ends that attach to pipes with a locking
device. The grooved fittings are generally found in larger sizes than the
threaded fittings. Grooved fittings are not included within the scope of
these investigations. 4/

1/ Commerce also determined that "critical circumstances” did not exist with
respect to such imports from Taiwan.

2/ Chairman Liebeler dissented. Vice Chairman Brunsdale determined that an
industry in the United States was threatened with material injury and that no
material injury would have been found "but for the suspension of liquidation
of entries of the merchandise.”

3/ Counsel for Japanese respondents alleged that malleable and nonmalleable
pipe fittings are ”“like” the imported product because they are interchangeable
for many applications. On. p. 4 of the Japanese respondents’ posthearing
brief, it is alleged that ”"Not only can foreign malleable fittings be sold
where cast-iron fittinge arc 501d, ithey are in fact being sold in direct
competition with domestic cast-iron fittings in the United States market.

They are therefore clearly ’like products’.”

4/ Counsel for Thal respondents alleged that grooved fittings are like the
imported threaded pipe fittings. On p. 12 of the Thai respondents’ prehearing
brief, it is alleged that ”...the products are interchangeable, produced in a
similar fashion using the same materials, equipment, and labor, sold within
the same systems of distribution, and may be used interchangeably by
purchasers.” See sectlons entitled "Market Factors” and app. D for
discussions of these issues.
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Malleable cast-iron fittings have a minimum performance rating of 150 psi
for the standard pressure class, which accounts for approximately 93 percent
of sales, 1/ and 300 psi for the heavy-duty pressure class. The fittings are
generally manufactured to meet standards established by the American Society
for Testing and Materials and the American National Standards Institute. The
principal uses of malleable cast-iron fittings are in gas lines, piping
systems of oil refineries, and gas and water systems of buildings.

Manufacturing process 2/

The manufacturing process for cast-iron pipe fittings begins with the
making of molten iron, usually in a cupola furnace. The principal raw
materials are scrap steel, pig iron, and other materials such as ferrosiliconm,
coke, and limestone. The molten. iron for malleable fittings contains
approximately 2.5 percent carbon, 1.4 percent silicon, and 0.4 percent
manganese by weight. 3/

Sand-casting is the predominant method used in the making of cast-iron
fittings. The casting process begins with the making of a pattern, which is
the same configuration as the. desired fitting. Molding sand.{is mixed with a
binder, spread around the pattern in a niold, and then rammed by a machine to
compact the sand. The pattern is withdrawn, leaving a cavity in which molded
cores are inserted to form the internal shape of the fitting. To produce the
actual fitting, the two mold halves (called the ”cope” and the "drag”) are put
together with the core in the center, and the molten iron is poured into the
cavity. After the iron solidifies, the red-hot fitting is shaken out of the
sand on a shaker table or belt, allowed to cool, and cleaned. Malleable
fittings, unlike nonmalleable fittings, must be annealed. Annealing consists
of rapidly heating the fittings to approximately 1,750° F., followed by a
quick cooling and then a slower cooling.  The overall cooling process, which
takes from 25 to 40 hours, improves the ductility and durability of the metal
by reducing its brittleness. Almost all malleable cast-iron fittings are
advanced (machined) after the casting stage. Advancement usually involves
threading or other similar operations.

1/ Certain Cast-Iron Pipe Fittings from Brazil: Determinations of the
Commission in Investigation No. 701-TA-221, USITC Publication 1681,
April 1985, p. A-4. :

2/ See app. D for further discussion.

3/ Certain Cast-Iron Pipe Fittings from Brazil: Determinations of the
Commission in Investigation No. 701-TA-221, USITC Publication 1681,
April 1985, p. A-4.




U.S. tariff treatment

The cast-iron pipe fittings covered by these investigations are subject
to the following most-favored-nation (MFN) (col. 1) rates of duty: 1/

TSUS item Rate of duty
610.70..........0iiin ... 5.1 percent ad valorem
610.74. ...ttt 6.2 percent ad valorem

The above rates of duty are the final rates in the series of staged reductions
that began in 1980 and ended in 1987. Imports of cast-iron pipe fittings have
been eligible for duty-free treatment under the Generalized System of
Preferences (GSP) since January 1, 1976. 2/ The Thai articles are eligible to
receive such GSP treatment.

During final investigations Nos. 731-TA-278 through 280, national import
specialists of the U.S. Customs. Service reported that because of the
implementation of the by-pass system for handling entries under TSUS items
610.70 and 610.74, products may have been entered under these TSUS items that
should have been classified elsewhere. The product coverage of the by-pass
system varies from port to port. A port may determine that a product will be
put on by-pass 1f the shipment is below a specified dollar value, classified
in a particular TSUS item, from a specified country, entered by a particular
importer, or subject to a combination of conditions. Under the by-pass
arrangement, the entry documents for covered products are generally not
presentéd to a U.S. Customs import speclalist at the U.S. port of entry; the
documents are instead immediately liquidated by a clerk.

Staff has contacted national import specialists of the U.S. Customs

" Service in New York, NY; Los Angeles, CA; and Baltimore, MD, the major ports

of entry for the subject imports from Japan and Thailand. U.S. Customs-
officials reported that no steel products, including malleable cast-iron pipe

‘fittings, are currently on the by-pass system. However, the same percentage

of misclassifications with respect to the subject merchandise that occurred
during 1984-86 may continue despite the removal of these products from
by-pass, because of the need of Customs to rely on the importers choice of the
correct tariff provision. Discussion of staff inquiries into TSUS
misclassifications is found in the "U.S. Imports” section of this report.

except those Communist countries and areas enumerated in general headnote 3(d)
of the TSUS. Imports from the latter countries are assessed the col. 2 duty
rates of 20 percent ad valorem for TSUS item 610.70 and 45 percent ad valorem
for TSUS item 610.74. These products, i1f from designated beneficiary
countries, are also eligible for duty-free entry under the Caribbean Basin
Economic Recovery Act (CBERA) and the U.S.-Israel Free Trade Area .
Implementation Act.

2/ The GSP, enacted as title V of the Trade Act of 1974, provides duty-free
entry to 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 before the close of July 4, 1993.
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Nature and Extent of Sales at LTFV

- Japan

Lty

ranp

On April 27, 1987, Commerce published notice of its final determination
that certain malleable cast-iron pipe fittings from Japan are being, or are
likely to be, sold in the United States at LTFV. 1/ .

Commerce made fair value comparisons based on.United States price and
foreign market value during the period of March 1, 1986, through
August 31, 1986. Commerce presented a questionnaire to Hitachi Metals, Ltd.,
which accounted for approximately 75 percent of all sales of the subject
merchandise from Japan. Commerce found a weighted-average LTFV margin for
Hitachi and all other manufacturers, producers, and exporters of 57.39 percent.

The United States purchase price was used when the merchandise was
purchased by an unrelated U.S. customer directly from the foreign manufacturer
prior to importation. Commerce compared ¥¥*¥ purchase price transactions with
weighted-average home market:transactions and found *%k percent of the
purchase price transactions to have LTFV margins. . The exportex’s sales price
was used to represent the United States price when the merchandise was
imported into the United States by a party related to the exporter and
subsequently sold to unrelated purchasers in the United States. Commerce
compared *%* export sales price transactions with weighted-average home market
transactions and found *** percent of the export sales price transactions to
have LTFV margins. ‘

In accprdence with section 733(d) of the Tariff Act of 1930, Commerce
directed the U.S. Customs Service to continue to suspend liquidation of all
entries of the subject merchandise from Japan that are entered, or withdrawn
from warehouse, for consumption, on or after April 27, 1987, and te collect a

‘cash deposit or bond for each entry equal to 57.39 percent of the entered

value of the merchandise.

Thailand

On February 13, 1987, Commerce published in the Federal Register its
preliminary determination that certain malleable cast-iron pipe fittings from
Thailand are being, or are likely to be, sold in the United States at LIFV. 2/
Commerce presented a questionnaire to Siam Fittings Co., Ltd., which accounted
for approximately 70 percent of all sales of the subject merchandise from
Thailand. . Commerce preliminarily found a weighted-average LTFV margin for
Siam and all other manufacturers, producers, and exporters of 2.75 percent.

.On March 16, 1987, Commerce published notice of the postponement of its
final determination with respect to malleable cast- 1ron pipe fittings from

. Thailand until not later than June 28, 1987. 3/

,l/ A copy of Commerce’s notice is presented in app. A. .
- 2/ Commerce’s preliminary determination is presented in app. A.

3/ A copy of Commerce’s notice is presented in app. A.
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On March 19, 1987, counsel for petitioners amended the petition to allege
that "critical circumstances” exist with regard to imports of malleable
cast-iron pipe fittings from Thailand, and requested Commerce to extend the
effect of its determination to all unliquidated entries of Thal malleable pipe
fittings that entered the customs territory of the United States, or were

. withdrawn from warehouse, on or after November 17, 1986. On April 24, 1987,

Commerce published notice in the Federal Register that it had preliminarily
determined that critical circumstances do not exist with respect to the
subject imports from Thailand. 1/

The U.S. Industry

The following five firms produce malleable pipe fittings subject to these
1nvestigations Grinnell Corp. (a subsidiary of Tyco Laboratories, Inc.),
with headquarters in Exeter, NH, and a plant in Columbia, PA; Stanley G.
Flagg & Co., Inc. (a subsidiary of Amcast Industrial Corp.), Stowe, PA;
Stockham Valves & Fittings Co., Birmingham, AL; U-Brand Corp. (a subsidiary
of Worthington Industries, Inc.), Ashland, OH; and Ward Manufacturing, Inc.,
Blossburg, PA. 2/ ’

.-The shares of U.S. production and apparent U.S. consumption of malleable
threaded cast-iron pipe fittings accounted for by each firm in 1986 are
presented in table 1. &%, the largest producer, accounted for ¥w* percent of
U.S. production in 1986, followed by %%, with ¥¥* percent.

Each of these firms has been producing cast-iron pipe fittings for at
least 35 years and offers an essentially complete line of fittings. 3/
Clevepak Corp. offered its Ward Foundry operation for sale in October 1984 and
sold it to executives at Ward on March 10, 1986. 4/ On January 31, 1986,
Grinnell Corp. became a 100-percent-owned subsidiary of Tyco Laboratories, Inc.

One U.S. producer, %**, imported malleable cast-iron pipe fittings from

ik during 1984-86. In 1986, ***’s imports were equivalent to ¥¥* percent of
the firm’s production of malleable threaded cast-iron pipe fittings.

U.S. Importers

Japan

The Commission received guestionnsire responses from 19 U.S. importers of
maiieable cast-iron pipe fittings from Japan; they accounted for 90 percent of

1/ A copy of Commerce’s notice is presented in app. A.

2/ Additional information concerning operations by these firms on other types
of pipe fittings is contained in app. D.

3/ Malleable Cast-Iron Pipe and Tube Fittings . . .,Investigation No.
TA-201-26 . . ., USITC Publication 835, September 1977, p. A-12; Certain
Cast-Iron Pipe Fittings from Brazil: Determinations of the Commission in
Investigation No. 701-TA-221 . . ., USITC Publication 1681, April 1985, p. A-8.
4/ During a staff conversation with %% Apr. 15, 1986, *¥* reported that ¥¥*,
Investigations Nos. 731-TA-278 through 280 (Final),
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Table 1 . o
Malleable threaded cast-iron pipe fittings: U.S. producers’ shares of U.S.
production and apparent U.S. consumption, by firms, 1986

(In percent)

C : : Share of U.S. Share of apparent
Firm : . production U.S. consumption 1/
Grinnell COXp.......cciviierinvrnnnns Frink " kK
Stanley G. Flagg & Co., Inc......... dekek seick
Stockham Valves & Fittings Co....... dick deiek
U-Brand Corp.......covvvtveonsnsonns ik Feicke
Ward Manufacturing, Inc........ e Yok . ik

Total...... heee e e 100.0 ‘ 69.3

1/ Shares are based on U.S. producers’ domestic shipments.

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

official statistics on imports under TSUS item 610.74 in 1986. Hitachi Metals
America Division of Hitachi Metals International, Ltd., Purchase, NY,

(Hitachi Metals America) #*¥¥, accounting for *¥¥ percent of reported imports
from Japan in 1986. Calsak Corp., Compton, CA, %%, accounting for ¥k
percent of such imports in 1986. ¥ is ¥¥k, accounting for ¥*#* percent of
imports in 1986.

Thailand

The Commission received questionnaire responses from 12 U.S. importers of
the subject merchandise from Thailand, reporting more tons of imports than -
reported in officlal statistics on imports under TSUS item 610.74 in 1986. 1/
Calsak Corp., Compton, CA, *¥%%, accounting for *** percent of reported imports
in 1986. %% {s %*¥ accounting for ¥** percent of reported imports in 1986,
% Barnett Brass & Copper, Inc., Jacksonville, FL, accounting for *¥* percent.

The Foreign Industries

Japan

The five known‘Japahese-manufacturers that export malleable cast-iron pipe
fittings to the United States 2/ are Hitachi Metals, Ltd.; Nippon Kokan Pipe
Fitting Mfg. Co., Ltd.; C-K Metals, Ltd.; Higashio Pipe Fitting Mfg. Co.,

1/ For further discussion see section entitled ”U.S. imports,” pp. 30-31.

2/ According to Mr. Ruebens, Director of Piping Components of Hitachi Metals
America, there may be 8 Japanese manufacturers of malleable pipe fittings.
Transcript of the conference in investigations Nos. 731-TA 347 and 348
(Preliminary), p. 56.
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Ltd.; and Awaji Sangyo, k.k. Mr. Hertzberg, counsel for Hitachi Metals
America, alleged that "Except for Hitachi Metals the other suppliers have
withdrawn from the U.S. as a result of the exchange rate changes.” 1/

Hitachi Metals, Ltd. is the largest producer, accounting for ¥*¥¥* percent
of Japanese production of malleable cast-iron pipe fittings in 1986 and for
%% percent of the industry’s exports to the United States in 1986 (tables 2
and 3).

Table 2
Malleable cast-iron pipe fittings: Japanese production 1/ and export
shipments, 2/ 1984-86

Ttem o 1984 1985 1986

Production 3/............... tons. . 132,276 130,071 114,639
Export shipments. to-- ' '
United States............. tons.. 13,766 11,270 11,396
Other countries........... do.... 22,237 24,484 14,971
Total.......oivevennenn do ... 36,003 35,754 26,366

1/ Data include an undetermined amount of malleable products other than
cast-iron pipe fittings. Staff requested an estimate of the percent of these
products that are subject to investigation from counsel for Hitachi Metals
America, but counsel did not provide an estimate.

2/ Data include malleable pipe fittings and certain other products. Staff
requested an estimate of the percent of these products that are subject to
investigation from counsel for Hitachi Metals America, but counsel did not
provide an estimate.

3/ Unless otherwise noted, the term "ton” refers to a short ton (2 000 pounds).

Source: Compiled from data submitted by counsel for Hitachi Metals America.

Note.--Counsel for Hitachi Metals America provided data on the Japanese
industry’s capacity and capacity utilization under a request for confidential
treatment. The Commission denied these data confidential treatment. Such
data were subsequently retracted by counsel for Hitachi Metals America.

Japanese producticn of maileabie cast-iron pipe fittings decreased by
13 percent from 1984 to 1986, decreasing by less than 2 percent from 1984 to
1985 and dropping by 12 percent from 1985 to 1986. Hitachi Metals’ production
*%% by #¥% percent from 1984 to 1985, then ¥*¥* by *** percent from 1985 to
1986. Hitachi Metals’ capacity utilization ¥*¥* from ¥%¥* percent in 1984 to
Y%k percent in 1985, but *¥* to ¥% percent in 1986, as a result of ¥*¥k,

1/ Transcript of the hearing, p. 46.
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Table 3
. Malleable cast-iron pipe fittings: Hitachi Metals, ‘Ltd.’s production,

% capacity, capacity utilization, home-market shipments, and export shipments, 1/
1984-86

Item 1984 1985 1986
Production..................... tons.. Jedeke ik *kok
Capacity...... S do.... Yok badadd dedeke
Capacity utilization........ percent. . ik ik ik
Home-market shipments......... .toms.. ek Fodok ke
Export shipments to--
United States...... et eereae e tons.. Yricde ek ik
Other countries....:......... do rick hadedadl badaded
Total.......oovvvennnennss do Fedede okl dodeke

1/ Data on production and capacity reflect total production and capacity of -
the Hitachi Metals plant in which malleable pipe fittings are produced.
Relatively small quantities of other products such as specialty malleable
fittings and malleable gas fittings are also produced in this plant. . Data on
home-market shipments represent approximate Japanese market sales by Hitachi
Metals, Ltd. of malleable products; malleable threaded cast-iron pipe fittings
are estimated to be 40 percent to 50 percent of these malleable products.

Source: Compiled from data submitted by counsel for Hitachi Metals. America.

From 1984 to 1985, Japanese exports remained relatively steady despite an
18-percent decline in export shipments to the United States. "As a result of a -
- 39-percent decline in export shipments to all other countries. from.1985 to
1986, total Japanese export shipments fell by .26 percent during that time
period. The United States, the largest export market for malleable cast-iron
pipe fittings produced in Japan, accounted for 38 percent -of such exports in
1984, 32 percent in 1985 and 43 percent in 1986. - .- A

Hitachi Hetals' total export shipments - by less than dkk percent from
1984 to 1985, then *¥* by ¥&* percent from 1985 to 1986. ,The firm’s export
shipments to the United States ¥ by ¥k percent from 1984 to 1985, and ¥k
by *** percent from 1985 to 1986. Hitachi Metals’ home-market shipments ¥*&*
from 1984 to 1986, ¥ by %% percent from 1984 to 1985 and then *¥** by
ik percent from 1985 to 1986. : . 4

Thailand

All of the three known Thai manufacturers of malleable cast-iron pipe
fittings, Siam Fittings Co., Ltd.; Thai Malleable Iron and Steel Co., Ltd.;
and BIS Pipe Fitting Co., Ltd., export these fittings to the United States.
Siam Fittings Co., Ltd., ¥%%, accounted for *¥* percent of Thai production of
malleable pipe fittings in 1986 (table 4).
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Table 4 4
Malleable cast-iron pipe fittings: Thai production, capacity, capacity
utilization, export shipments, and home-market shipments, 1984-86

- Item : _ 1984 1985 1986
Production:
Sfam Fittings.......... tons.. badad ] : ik ekl
Thai Malleable......... do.... badadod drick badadd
BIS Pipe Fitting....... do.... badaded deick fadaded
Total.......c.vnennnn do.... 4,389 . 5,658 9,362
Capacity: _ o
Siam Fittings.......... do.... Yeicke dedeké ik
Thai Malleable......... do.... doiok deiee deleke
BIS Pipe Fitting.......do.... badadad : ik hadaded
Total........oonnuun .do.... 11,791 : 12,783 » 13,444
Capacity utilization: :
Siam Fittings....... percent. . deick badadad dokk
Thai Malleable......... do.... Jeiele Jedede ik
BIS Pipe Fitting....... do.... Radaded badeded babaded
Average...... emee e do....  37.2 44.3 69.6
Export shipments to: "
United States..........tons.. deiek eiok deick
All other............. .do.... Yok badadd badaded
Total exports........ do.... nirk odek sekeke
Home-market shipments....do.... deick -dedeke adaded
Total shipments..... .do.... ik irk deick

Source: Compiled from data submitted by counsel for Siam Fittings Co., Ltd.;
Thai Malleable Iron and Steel Co., Ltd.; and BIS Pipe Fitting Co., Ltd.

Q.

Thai production of malleable cast-iron pipe fittings increased steadily
from 1984 to 1986, rising by 29 percent from 1984 to 1985 and by 65 percent
from 1985 to 1986. Thai capacity to produce malleable pipe fittings increased
by 14 percent during 1984-86. As a result of the increases in production,
capacity utilization rose from 37.2 percent in 1984 to 44.3 percent in 1985

and to 69.6 percent in 1986. During 1984-85, capacity utilization for ¥ was
deick , :

Export shipments to the United Statee, acsounting for roughly ~%~ percent
of Thal exports of malleable pipe fittings in 1986, *** from 1984 to 1986.
Total exports **k than exports to the United States because %k and *¥*x from
1985 to 1986. Home-market shipments ¥¥* by ¥k percent during 1984-86.
Despite the *¥%* in home-market shipments, total shipments of malleable
cast-iron pipe fittings produced in Thailand **k by %%k percent from 1984 to
1985, and by ¥¥* percent from 1985 to 1986.
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The Domestic Market

Apparent U.S. consumption 17 2/

Apparent U.S. consumption of malleable cast-iron pipe fittings covered by
these investigations decreased by 6 percent from 1984 to 1985 and decreased by
10 percent from 1985 to 1986 (table 5).

Table 5
Malleable threaded cast-iron pipe fittings: Imports, U.S.-produced domestic
shipments, and apparent U.S. consumption, 1984-86 '

(In tons)

- Item 1984 1985 1986
Imports 1/...... e 23,742 22,821 18,753
U.S.-produced domestic

shipments......... i 48,100 44,971 42,383
Apparent U.S. consumption........ 71,842 - 67,792 : 61,136

1/ Oofficial statistics for imports are under TSUS item 610.74.
Source:- Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission and from official statistics of the U.S.
Department of Commerce.

Channels of distribution

U.S.-produced cast-1iron pipe fittings are generally sold through one of
twvo similar channels of distribution, diagrammed as follows:

Manufacturer ¢ Manufacturer
(Warehouses and sales organization)
Manufacturer’s Representative
Wholesaler
Wholesaler ’
: Retailer
Retailer

\End Yaser \En -user

1/ Apparent U.S. consumption as presented in this section is calculated by
adding official import statistics under TSUS item 610.74 to U.S. producers’
domestic shipments. During the current investigations and final investigations
Nos. 731-TA-278 through 280, responses to staff inquiries into the products
being imported under TSUS item 610.70 revealed that no imports of the subject
products have entered the United States under this item. Consequently,
imports under this item have been excluded from calculations in this report
(see the section entitled ”U.S. imports” for a description of these items).
2/ Apparent U.S. consumption calculated by eliminating items that are not
covered by these investigations but that may be included in official import
statistics under TSUS item 610.74 is presented in app. E. See the section
entitled "U.S. imports” for a description of these items. '
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A U.S. producer generally sells either through a manufacturer’s
representative or through a sales arm of its own organization. Sales
generally consist of a full line of pipe fittings, including a range of the
most common configurations and sizes. The manufacturer’s representative 1is
responsible for a defined territory, and the U.S. producer will usually sell
to no other distributor in that territory. 1/ One manufacturer, for example,
%%%, This manufacturer ¥¥%, 2/ Manufacturer’s representatives or
manufacturer’s warehouses stock pipe fittings (as well as other products) for
large territories. The fittings are then sold to approximately 10,000
wholesalers across the country, 3/ and are resold again to retailers (such as
hardware stores) or directly to large end-users (such as contractors). 4/ All
U.S. producers sell thfoughout the United States, maintaining warehouses in
various locations and selling from inventory. 5/

There are exceptions to the general statements presented above, as a
review of the practices of domestic producers shows. In 1986, #¥* of the five
U.S. producers sold all reported products exclusively to unrelated
distributors. ¥¥*, 6/

Channels of distribution for malleable cast-iron pipe fittings imported
from Japan tend to be similar to those for U.S.-produced fittings. 1In 1986,
responding importers of malleable pipe fittings from Japan sold 92 percent of
the subject merchandise to unrelated distributors. The remaining 8 percent
were sold to unrelated end-users. Hitachi Metals America, the exclusive
distributor of Hitachi, Ltd.’s pipe fittings in the United States, in turn
sold *¥%¥ percent of its 1986 imports to unrelated distributors and ¥*¥* percent
to unrelated end-users. Hitachli Metals America supplies pipe fittings
nationwide through nine warehouses in the United States and provides sales and
engineering support. 7/ ’

In 1986, responding importers of the subject merchandise from Thailand
sold 91 percent of their imports to unrelated distributors and 9 percent to
unrelated end-users. Calsak Corp., *¥%* importer of Thai pipe fittings,
accounting for ¥%* percent of reported imports from Thailand in 1986, sold
#/% percent of its imports to unrelated distributors in 1986. #¥*, accounting
for *¥* percent of reported Thai imports in 1986, reported selling *** percent
of its imports of Thail malleable cast-iron pipe fittings to unrelated
distributors.

1/ Transcript of the conference in investigations Nos. 731-TA-278 through 281,
pp. 57-58.

2/ Gertain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and
Taiwan: Determinations of the Commission in Investigations Nos. 731-TA-278
through 280 (Final), USITC Publication 1845, May 1986, p. A-20.

3/ Ibid.

4/ Transcript of the conference in investigations Nos. 731-TA-278-281, p. 57.
- 5/ Certain Cast-Iron Pipe Fittings from Brazil: Determinations of the
Commission in Investigation No. 701-TA-221, USITC Publication 1681,

April 1985, p. A-7.

6/ ik, .

7/ Transcript of the conference in investigations Nos. 731-TA-347 and 348
(Preliminary), p. 44.
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Market factors

The petitioners in these investigations argued that imported malleable
cast-iron pipe fittings compete directly with U.S.-produced fittings. 1/
Respondents, arguing that imports from Japan and Thailand do not compete with
each other, alleged that imports from Japan are primarily sold to the
industrial sector of the U.S. market, whereas imports from Thailand are sold
primarily to residential markets. 2/ Respondents further alleged that imports
from Japan are generally sold nationwide, whereas Thai imports are limited to
certain geographic regions. 3/ .The available data, as reported in response to
the Commission’s questionnaires, are discussed below.

*%¥ is the only U.S. producer that provided estimates of the firm’s
domestic shipments to specified end-user markets. These shipments accounted
for less than 4 percent of total U.S.-produced domestic shipments in
1986. These data are presented in the tabulation below (in percent):

Shipments to end-users in the--
Residential Nonresidential Hardware/do-

construction construction it-yourself Other
Firm market market market " markets
ek ek o dekek . - Fedede wokke 1/

Includes original e ui ment manufacturers (OEM’s) and industrial ‘end users.
quip

1/ "Japanese, Thai and U.S. fittings are fungible products. They are all made
to industry standards, and are, therefore, functionally interchangeable. They
-are also comparable in terms of commercial interchangeability.. It should be
noted that Thai fittings, which are relatively new in the U.S. marketplace,
are gaining wider acceptance among industrial users and are already well-
established in other market segments.” Petitioners’ posthearing brief, p. 4.
2/ On p. 3 of Hitachi Metals America’s prehearing brief, it is alleged that
"Thai and Japanese pipe fittings are not fungible because they ‘are not of
equal quality or price and meet different customer requirements; a Thai pipe -
fitting simply is not practically interchangeable with a Japanese pipe fitting
in the marketplace.” On p. 9 of Hitachi’s prehearing brief it is alleged that
"HMA sells primarily in the industrial market. Thai fittings are sold
primarily in the hardware market where HMA fittings are almost never sold.”

On p. 40 of counsel for Thal respondents’ prehearing brief it is alleged that
"The Japanese product is of the highest quality and competes with the domestic
industry in the industrial market; i.e. utilities, 0il and gas; nuclear power
plants, chemicals, etc. The Thai product is of merchantable quality and is
sold mainly in markets where price is the major consideration and only
standard quality is needed.” -

3/ On p. 43 of counsel for Thai respondents’ prehearing brief it is alleged
that "The questionnaire responses submitted by our client importers all show
that they are mainly regional marketers. Between 70- and 75% of their sales
[are] limited to sales made within 500 miles of their warehouse.” On p. 12 of
Hitachi Metals America’s prehearing brief it 1is alleged that ”...HMA's
distribution system (with nine warehouses) is nationwide (Tr. at 44); the Thai
imports are limited to certain narrow geographic regions in the West and
Northeast.” :
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As stated above, in 1986, 92 percent of the Japanese fittings and
91 percent of the Thai fittings were sold to unrelated distributors. Eight
U.S. importers of the’ subject merchandise from Japan reported sales of
539 tons, or 8 percent of domestic shipments of Japanese imports, to unrelated
end-users in 1986. 1/ Four U.S. importers of imports from Thailand reported

. domestic shipments of 438 tons, or 9 percent of domestic shipments of Thai

imports, to unrelated end-users in 1986. Ten U.S. purchasers of Japanese
fittings reported sales of 205 tons to unrelated end-users in 1986. Four U.S.
purchasers of Thai fittings reported sales. of 130 tons to unrelated end-users.
The data in the following tabulation are for 1986 (in percent):

Shipments to end-users in the--
Residential Nonresidential Hardware/do-

construction construction it-yourself Other
Country and source market market market - markets

Japan:

Importers............ 0.8 0.9 14.7 83.6 1/

Purchasers........... 22.5 24.0 5.9 47.5 2/
Thailand:

Importers............ 0 0.2 68.7 - 31.1 3/

Purchasers........... .62.4 11.0 26.6 0

1/ Shipments to the following: OEM’s including water heater, irrigation
equipment, air compressor, mobile home and heating/ventilating manufacturers;
paper mills; municipalities and gas utilities,

2/ Shipments to the following: Industrial-oil and petrochemical refineries,
and irrigation equipment.

3/ Shipments to the following: OEM’s including water heater, irrigation
equipment, and mobile home manufacturers; paper mills and municipalities. ¥,

Questionnaire responses from purchasers indicated that both Japanese and
Thai fittings are sold in a variety of markets (see above tabulations).
Opinions on the comparative product quality of malleable cast-iron pipe
fittings varied. Spokesmen for several purchasers stated that they maintain
separate inventories of Japanese and other imports and U.§.-produced fittings
in order to service customers that request specific fittings. In contrast,
some purchasers believe that there 1is no difference between the quality of
fittings produced in the United States, Japan, and Thailand; therefore, these
purchasers maintain only one inventory and sell any fitting to their customere.

*%%, accounting for *¥* percent of domestic shipments of Japanese imports
in 1986, and *¥*¥, accounting for *¥¥ percent of domestic shipments of imports
from Thailand in 1986, reported sales nationwide. *¥¥, accounting for
*%% percent of Thal domestic shipments in 1986, reported sales to the Western
and Gulf States. ¥¥¥, accounting for ¥%* percent and ¥*¥ percent of domestic
shipments of Japanese and Thai fittings respectively in 1986, reported sales
in the West and Gulf Coast States.

1/ During investigation No. 731-TA-347 (Preliminary), Hitachi Metals America
estimated that *¥* percent of its 1985 domestic shipments were to the
nonresidential construction market, ¥*¥% percent to OEM’s and gas utility
companies, *%% percent to the residential construction market, and ¥k percent
to the hardware/do-it-yourself (DIY) market. '
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Consideration of Material Injury
to an Industry in the United States

In order to evaluate the condition of the U.S. industry producing non-
alloy, malleable cast-iron pipe fittings, other than grooved fittings, the
Commission surveyed all known U.S. producers of such items. These producers
are the five firms discussed above in the section entitled ”"The U.S. Industry.”
The information in all sections of this report describing the condition of the
domestic industry includes data on all five producers, unless otherwise noted.

U.S. production, capacity, and capacity utilization

U.S. production of the subject malleable threaded cast-iron pipe fittings
~ decreased by 8 percent from 1984 to 1985 and decreased again, by 7 percent,
from 1985 to 1986. Capacity to produce such fittings remained stable at
95,260 tons during 1984-86. As a result of the decreases in production,
capacity utilization decreased from 51.2 percent in 1984 to 47.3 percent in
1985, then declined to 43.9 percent in 1986 (table 6).

‘Table 6 .
Malleable threaded cast-iron pipe fittings: U.S. production, capacity, and
capacity utilization, 1984-86

Item ' - 1984 1985 1986

Production................ ....tons.. 48,737 45,013 41,863
Capacity........ccovevunnnns ...do.... 95,260 95,260 95,260
Capacity utilization....... percent. . -51.2 47.3 43.9

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

U.S. producers’. shipments and inventories

Domestic shipments of U.S.-produced malleable threaded cast-iron pipe
fittings decreased by nearly 7 percent from 1984 to 1985 and by 6 percent from
1985 to 1986 (table 7). Export shipments of U.S.-produced malleable fittings
k% by *%% percent from 1984 to 1985, then ¥¥** by *¥* percent from 1985 to
1986. During 1984-86, end-of-period inventories ¥¥%* both in nominal terms and
as a percent of total shipments of U.S.-produced malleable fittings. End-of-
period inventories ¥¥%¥ by ¥¥%% percent during 1984-86. Such end-of-period
inventories as a ratio to total shipments ¥ from *¥% percent in 1984 to ¥k
percent in 1986.

. The unit values of domestic and export shipments of malleable pipe
-fittings as reported by four of the five producers are presented in table 8.
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Table 7 .
Malleable threaded cast-iron pipe fittings: U.S.-produced domestic shipments,
export shipments, and end-of-period inventories, 1984-86

Item 1984 1985 1986
Domestic shipments............ tons.. 48,100 44,971 42,383
Export shipments.............. do.... deicde L] dodeke
Total.......ooiveennennnans do.... Jeicke Jeick Jededke
End-of-period inventories..... do.... ek dedeke doick
Ratio of inventories to total
shipments................ percent.. Jolcke dedeke dedede

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

Table 8
Malleable threaded cast-iron pipe fittings: Domestic and export shipments of
4 U.S. producers, 1/ 1984-86 ’

Item 1984 1985 1986

Quantity (tons)

Domestic shipments.................. delcke ik Jetrk

Export shipments.................... ke dedcke dedek

Total......oiiiiiriinieennnnanns fakitad Yelede Jeick
Value (1,000 dollars)

Domestic shipments.................. Jedede deick Sededk

Export shipments.................... Jedede ik Jokek

Total......oiviriienirnecninnnnns badakad Jeick eick
Unit value (per pound)

Domestic shipments.................. Jedede sk dedek

Export shipments.................... badadad Jedcke s

AVET8ge.........vttritrnintornns ik Fedede dekke

1/ *¥%*, These 4 producers accounted for *** percent of domestic shipments and
for ¥¥%* percent of export shipments in 1986. %*¥*%, accounting for #*¥* percent
of domestic shipments and for *¥% percent of exports in 1986, #¥*,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. producers’ domestic purchases and imports

During the period covered by these investigations two ,U.S. producers,
%k and *%%, purchased U.S. -produced malleable fittings, derck also imported
pipe fittings from %%, The ratio of the two U.S. producers’ domestic
purchases of the subject ‘merchandise to their production of malleable pipe
fittings ranged from oo percent to *** percent during the period of
investigation.

The ratio of #***’s imports from *** to the firm’s production was ***
percent in 1984, ¥¥%¥% percent in 1985, and ¥ percent in 1986. Data on the
producers’ domestic purchases and imports, as reported iIn their questionnaire
responses, are presented in the following tabulation (in tons):

* e ¥* * T %

Employment and productivity

The total number of employees in the establishments in which malleable
cast-iron pipe fittings are produced decreased by 5 percent ‘from 1984 to 1985,
and fell by 4 percent from 1985 to 1986 (table 9). . The. number of production
and related workers producing all cast-iron pipe fittings, accounting for
roughly 49 percent of all establishment employees_during the.period of
investigation, decreased steadily, by 9 percent,, from 1984 to 1986. The
number of production and related workers producing malleable threaded
cast-iron pipe fittings, accounting for roughly 38 percent of all establish-
ment employees during the period of investigation, increased by less than 2
percent from 1984 to 1985, and then decreased by 9 percent from 1985 to 1986.

Four unions represent the workers in this industry: the United Steel
Workers of America (AFL-CIO), the International Molders and Allied Workers
Union (AFL-CIO), the International Association of Machinists, .and the Pattern
Makers Association (AFL-CIO). : .

Four U.S. producers reported significant layoffs during the period of
investigation. All of the layoffs were attributed to decreased orders. The
dates of each layoff arnd the number of workers involved are shown in the
following tabulation:

* * % %* ® * *

. Total wages paid to production and related workers producing a11 cast-
iron pipe fittings decreased by 4 percent from 1984 to .1985, and decreased

': again, by 2 percent, from 1985 to 1986. Total wages paid to production and

related workers producing malleable threaded cast-iron pipe fittings also

"~ decreased steadily, dropping by 2 percent from 1984 to 1985 and by 7 percent

from 1985 to 1986. Total compensation paid to production and related workers
producing all cast-iron pipe fittings followed a similar pattern, decreasing
by 4 percent from 1984 to 1985 and by 3 percent. from 1985 to 1986. Total
compensation paid to production and related workers producing malleable
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Table 9 .

Cast-iron pipe fittings Number of employees in producing establishments and
hours worked by, average wages and total compensation paid to, and productivity
of production and related workers, 1984-86 1/

Item 1084 1085° 1986

Average employment: : o
All employees........cocuevrennnnens . 5,189 4,926 T 4,720
Production and related h '
workers producing-- '
All products............... eeeea 4,028 3,843 A 3,549

All cast-iron pipe fittings...... 2,552 2,511 ' 2,326
Malleable threaded cast-iron : )
plpe fittings..........c0c0uuunn 1,894 1,925 1,752

Hours worked by production and
related workers producing--
All cast-iron pipe fittings A
1,000 hours.. - 4,847 4,733 o 4,438
Malleable threaded cast- - o '
iron pipe fittings....... do.... 3,632 ' 3,639 3,368
Wages paid to production and ) :
related workers producing--
All cast-iron pipe fittings o ' '
1,000 dollars.. 47,618 C 45,994 ' 44,858

Malleable threaded cast- . 7
~ iron pipe fittings.......do.... 36,414 . 35,693 S 33,111

Total compensation paid to
production and related
workers producing--
All cast-iron pipe fittings C ' ,
1,000 dollars.. 58,537 - 55,993 . 54,287
Malleable threaded cast- ‘ ' :
iron pipe fittings....... do.... 44,650 43,300 39,657
Average hourly wages paid to
production and related workers
producing- - : '
All cast-iron pipe fittings...... $9.82 $9.72 ‘ $10.11
Malleable threaded cast-iron . ’ ‘ - . ' o
pipe fittings.................. $10.03 §9.81 $9.
Average hourly compensation paid
to production and related
workers producing-- , .
All cast-iron pipe fittings...... $12.08 $11.83 $12.23
Malleable threaded cast-iron '
pipe fittings.................. $12.29 $11.90 $11.77
Productivity in producing malleable
threaded cast-iron pipe fittings .
tons per 1,000 hours worked... 13.42 12.37 12.43

1/ o,

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

0
()
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threaded cast-iron pipe fittings also decreased steadily, dropping by

3 percent from 1984 to 1985 and by 8 percent from 1985 to 1986. From 1984 to
~ 1986, both average hourly wages pald and average hourly compensation paid to

" production and related workers producing all cast-iron pipe fittings increased
less than 3 percent. Average hourly wages paid to production and related
.workers producing malleable threaded cast-iron pipe fittings decreased by

2 percent from 1984 to 1985, then increased by less than 1 percent from 1985
to 1986. Average hourly compensation paid to such workers decreased by

3 percent from 1984 to 1985, and by 1 percent from 1985 to 1986.

The productivity of workers producing malleable threaded cast-iron pipe

fittings decreased irregularly, dropping by 8 percent from 1984 to 1985 and
then increasing by 1 percent from 1985 to 1986.

Financial experience of U.S. producers

All five firms provided usable income-and-loss data on the overall
operations of their establishments within which cast-iron pipe fittings are
produced, as well as on their operations producing only malleable threaded
cast-iron pipe fittings and all cast-iron pipe fittings. The five firms
accounted for all known U.S. production of malleable threaded cast-iron pipe
fittings during 1984-86.

Overall establishment operations.--Aggregate income-and-loss data on
overall establishment operations are presented in table 10. Overall
establishment sales of the five firms rose from $333.9 million in 1984 to
$336.1 million in 1985, an increase of 0.7 percent. In 1986; however, sales
declined to $316.4 million, or by 5.9 percent.

Operating income increased from $13.5 million in 1984 to $15.6 million in
1985, or by 15.4 percent, but then fell to $5.1 million in 1986, or by
67.1 percent. The operating margins for the firms during the 1984-86 period '
were 4.0 percent, 4.6 percent, and 1.6 percent, respectively. Two producers
experienced operating losses in 1984 and 1986, and one producer incurred a
loss in 1985.

During the interim period ended February 28, 1987, aggregate net sales by
two producers totaled *¥%* million, up *¥* percent from net sales of
*%% million reported during interim 1986. Aggregate operating income *** from
*%% during interim 1986 to a *¥* of ¥¥% during Interim 1987. The operating
income (loss) margins for the 1986 and 1987 interim periods were *¥** percent
and #¥%% percent respectively. *#%% reported ¥*¥¥%, :

Operations producing all cast-iron pipe fittings.--Sales of all cast-iron
pipe fittings accounted for 50.5 percent of the five U.S. producers’ overall
establishment sales in 1986.

Aggregate income-and-loss data for the five firms on their operations
_producing all cast-iron pipe fittings are presented in table 11. Aggregate
"net sales declined from §175.9 million in 1984 to $174.2 million in 1985, or by
0.9 percent, then fell further to $159.8 million in 1986, or by 8.3 percent.
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Table 10

Income-and-loss experience of U.S. producers 1/ on the overall operations of
their establishments within which cast-iron pipe fittings are produced,
accounting years 1984-86, and interim periods ended Feb. 28, 1986, and

Feb. 28, 1987

Interim period
ended Feb. 28 2/--

Item 1984 1985 1986 1986 1987
Net sales....1,000 dollars.. 333,915 336,124 316,431 Fedede dedele
Cost of goods sold....do.... 276,665 274,801 264,290 bdadad Jedeke
Gross profit.......... do.... 57,250 61,323 52,141 dedede dekeke
General, selling, and admin-
istrative expenses
1,000 dollars.. 43,742 45,738 47,017 bakaded dedeke
Operating income or (loss) detcke dedede
1,000 dollars.. 13,508 15,585 5,124 Jedek Jedeke
Interest expense .....do.... 7,685 9,764 8,794 ke Srick
Other income or (expense),
net........ 1,000 dollars.. 1,656 5,032 (637) fadaded adakad
Net income or (loss) before
income taxes '
1,000 dollars.. 7,479 10,853 (4,307) Yedcke Friek
Depreciation and amortiza-
tion expense included
above......1,000 dollars.. 16,355 17,747 15,247 Fedoke ik - .
Cash flow............. do.... 23,834 28,600 10,940 deick ok |
As a share of net sales: :
Cost of goods sold
: percent. . 82.9 81.8 83.5 dedcde Yok
Gross profit........ do.... 17.1 18.2 16.5 Jedede Jedede
General, selling, and '
administrative expenses
percent. . 13.1 13.6 14.9 Yok Jekck
Operating income or
(loss).v..vuun percent. . 4.0 4.6 1.6 badadad badadd
Net income or (loss)
before income taxes
‘ percent.. 2.2 3.2 (1.4) ek keke
Number of firms reporting
operating LOSSeS.......... 2 1 2 baiadd Fedoke
Number of firms reporting... 5 5 5 2 2

1/ The firms are Stanley G. Flagg & Co., Inc., Grinnell Corp., U-Brand Corp.,
Ward Manufacturing, Inc., and Stockham Valves & Fittings Co.

2/ 1 firm provided 9-month interim data (June 1-Feb. 28), and 1 firm provided
6-month interim data (Sept. 1-Feb. 28). )

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 11

Income-and-loss experience of U.S. producers 1/ on their operations producing
all cast-iron pipe fittings, accounting years 1984 86, and interim periods
ended Feb. 28, 1986, and  Feb. 28, 1987 - :

Interim period
ended Feb. 28 2/--

Item o . :1984 1985 1986 . 1986 1987
Net sales....1,000 dollars.. 175,857 174, 244 159,831 vk deick
Cost of goods sold....do.... 149,393 145,718 137,783 badodad bkedad
Gross profit or (loss) N . S : '

1,000 dollars. 26,464 28,526 22,048 Rk deick

General, selling, and admin-
istrative.expenses

1,000 dollars. . 27 128 -25,578 - -24,137 ik badaded
Operating income or (loss) : ‘ . : .

: . 1,000 dollars.. . (664) 2,948 - (2,089) ¥k Feivk
Interest expense ..... do.... - 4,941 - 4,789 3,537 Fokke Yok
Other income or (expense), . : '

net........ 1,000 dollars.. (421) (313) (556)  dokk bedadad
Net income or (loss) before - s S
income taxes - . - . o : :
1,000 dollars.. (6,026) - (2,154) (6,182) ik Raduid
Depreciation and amortiza- : C : — '
tion expense included :
above...... 1,000 dollars.. - . 9,239. - 8,571 - 6,909 = & bodadad
Cash flow............. do.,.... - 3,213 6,417 727 & dkk ik
As a share of net sales: - ' o
Cost of goods sold . ‘ R ‘ :
percent. . 85.0 83.6 86.2 eick ik
Gross profit or (loss) .
percent. . 15.0 . 16.4 - 13.8 ek i
General, selling, and ' S o :
-administrative expenses S ' co T :
percent. © - 15.4 14.7 . 15.1 bdaid badadd
Operating income or . o . g :
(loss)......... percent. . (0.4) 1.7 (1.3) ik Yok
Net income or (loss) ' ’ :
before income taxes : :
percent. . (3.4) - (1.2) (3.9) Jokeke ik
Number of firms reporting : o ‘ S e
operating losses..... eaee 3 2 3 dedek L ekede
Number of firms reporting... -5 5 5 2 - 2

1/ The firms are Stanley G. Flagg & Co., Inc., Grinnell Corp., U-Brand Corp.,
Ward Manufacturing, Inc., and Stockham Valves & Fittings Co.

2/ 1 firm provided 9-month interim data (June 1-Feb. 28), and 1 firm provided -
6-month interim data (Sept. 1-Feb. 28).

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Operating income improved to $2.9 million in 1985, up from a loss of
$664,000 incurred in 1984, but then fell in 1986 to a loss of $2.1 million.
The operating income (loss) margins,during the 1984-86 period were as follows:
(0.4) percent, 1.7 percent, and (1.3) percent, respectively. Three of the
producers reported operating losses in 1984 and 1986, and two firms
‘experienced operating losses in 1985.

Net sales by two producérs ¥*%¥ from %t million iIn interim 1986 to
¥k million in interim 1987, ¥¥** of ¥#* percent. Operating losses; however,
#*%k from ¥%* million during interim 1986 to #*¥* million during interim 1987.
The operating (loss) margins for the 1986 .and '1987 interim peériods were Wik
percent and *¥* percent, respectively ***‘feported Folck

The sales, operating-income, and operating margin data for all cast-iron
pipe fittings basically followed the same trends displayed in overall
establishment operations. However, operations on all cast-iron pipe fittings
(which account for approximately 50 percent of 1986 overall establishment
sales value) seem to be doing much worse than the overall establishment
operations--showing no operating profitability whatsoever in most of the
periods surveyed. ,

Operations producing malleable threaded cast-iron pipe fiétingi.--Sales
of malleable threaded cast-iron pipe fittings accounted for approximately
35 percent of the 1986 sales value of overall establishment operations, and
69 percent of the 1986 sales value of all cast-iron pipe fittings.

Aggregate income-and-loss data, for the five firms on their operatioms
producing malleable threaded cast-iron pipe fittings are presented in table
12. Aggregate net sales declined from $125.8 million in 1984 to $121.7
million in 1985, or by 3.3 percent, then fell further to 3110 0 million in
1986, or by 9.6 percent . : 4

Operating income improved to $1.0 million in 1985, up from a loss of
$237,000 incurred during 1984, but then fell to a loss of $2.6 million in
1986. The operating income (loss) margins during the 1984-86 period were as
follows: (0.2) percent, 0.8 percent, and (2.4) percent, respectively. Two of
the firms reported operating losses in 1984 and 1985 and four firms reported
losses in 1986. .

Net sales by two producers *¥¥ from *%* million in interim 1986 to
*%% million in interim 1987, ¥*¥% of *¥** percent. Operating losses:; however,
etk from Y mllilon in interim 1986 to *** million during interim 1987. The
operating (loss) margins for the 1986 and 1987 interim periods were ¥¥¥*
percent and '¥** percent, respectively. ¥¥% reported ¥¥¥k,
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Table 12 ' :
Income-and-loss experience of U.S. producers 1/ on their operations producin
malleable threaded cast-iron pipe fittings, accounting years 1984-86, and
interim periods ended Feb. 28, 1986, and Feb. 28, 1987

Interim period
ended Feb. 28 2/--

Item . 1984 1985 1986 1986 1987
Net sales....1,000 dollars.. 125,799 121,680 109,993 drirde ik
Cost of goods sold....do.... 107,677 102,837 96,768 Frdede . Aekek
Gross profit or (loss)

ik Fedede

1,000 ddllars.. 18,122 - 18,843 13,225
General, selling, and admin- :
istrative, expenses

1,000 dollars.. 18,359 17,819 15,863 Radadad badadad
Operating income or (loss)

' 1,000 dollars.. - (237) 1,024 (2,638) Fodeie sk
Interest expense ..... do.... 3,301 3,280 2,400 deiede Jriek
Other income or (expense), ' ’

net........ 1,000 dollars.. (418) (305) (429) fakadad Feleke
Net income or (loss) before )
income taxes
1,000 dollars.. (3,956) (2,561) (5,467)  ¥¥% Frdcke
Depreciation and amortiza- =
tion expense included
above...... 1,000 dollars.. 5,798 5,899 4,722 bodadad ki
Cash flow........... ..do.... - 1,842 3,338 (745)  doveke Fricke
As a share of net sales:
Cost of goods sold
percent.. 85.6 - - 84.5 88.0 Fekede *kk
Gross profit or (loss)
. percent.. 14.4 15.5 12.0 ik Fokeke
General, selling, and -
administrative expenses
- percent.. 14.6 14.6 14,4 = ek Fedek
Operating income or
(loss)......... percent.. (0.2) 0.8 (2.4)  ¥edek eiede
Net income or (loss)
before income taxes
percent.. (3.1) (2.1) (5.0) dedeke ik
Number of firms reporting
operating losses......... . 2 2 4 ek ik
Number of firms reporting... 5 5 5 2 2

1/ The firms are Stanley G. Flagg & Co., Inc., Grinnell Corp., U-Brand Corp.,
Ward Manufacturing, Inc., and Stockham Valves & Fittings Co.

2/ 1 firm provided 9-month interim data (June 1-Feb. 28), and 1 firm provided
6-month interim data (Sept. 1-Feb. 28).

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The sales, operating-income, and operating-margin data for malleable
threaded cast-iron pipe fittings followed very closely the same trends as did
such indicators of operations on all cast-iron pipe fittings.

The value, 1/ quantity, and unit value of sales of malleable threaded
cast-iron pipe fittings are shown in the following tabulation:

Item 1984 1985 - 1986
 Value.............1,000 dollars.. 123,413 117,414 ‘ 106,757

Quantity.................0 tons.. 50,572 46,848 _ 44,352

Unit value.............. per ton.. §2,440 $2,516 $2,430

Value of plant, property, and equipment.--The data provided by the five
firms on their end-of-period investment in productive facilities in which
cast-iron pipe fittings are produced are shown in table 13. The aggregate
investment in productive facilities for malleable threaded cast-iron pipe
fittings, valued at cost, increased from $97.6 million in 1984 to
$102.6 million in 1985 but then fell to $97.4 million in 1986. 2/ The book
value of such assets increased from $46.3 million in 1984 to $46.7 million in
1985, then fell to $38.9 million in 1986. 3/

The aggregate investment by two of the five firms in productive facilities
for malleable threaded cast-iron pipe fittings, valued at original cost,
increased from *¥* million as of February 28, 1986, to *¥** million as of
February 28, 1987. The book value of such assets similarly increased from ¥¥¥
million at the end of interim 1986 to *%* million at the end of interim 1987.

Capital expenditures.--The data provided by the five firms relative to
their capital expenditures for land, buildings, and machinery and equipment
used in the manufacture of cast-iron pipe fittings are shown in table 14.
Capital expenditures relating only to malleable threaded cast-iron pipe
fittings declined from $6.4 million in 1984 to $6.1 million in 1985 and then
to §3.8 million in 1986. ‘

Total capital expenditures by two of the producers relating to malleable
threaded cast-iron pipe fittings declined from #** during the interim period
ended February 28, 1986, to ¥¥%% during interim 1987.

1/ The value reported for shipments (domestic shipments plus exports) do not
exactly match the value reported for sales in table 12 because ¥¥¥,

2/ The asset valuations of *** were ##%,

3/ Ibid.
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Table 13

. Cast-iron pipe fittings: Value: of property, plant, and equipment of U.S.
.. producers, 1/ accounting years 1984-86, and interim periods ended

Feb. 28, 1986, and Feb. 28, 1987

Interim period
: - . . ended Feb. 28 2/--
Item _ : 1984 1985 - 3/ 1986 . 1986 1987

All products of establishment:

Original cost..1,000 dollars.. 274,440 285,000 267,544 @ *¥* del

Book value.......... ....do.... 131,348 132,196 113,346 wkk’ . ddek

Number of firms reporting..... - 5 - T S vk ik
All cast-iron pipe fittings: : T

Original cost..1,000 dollars.. 163,104 162,062 -155,544 ik - "k

Book value............,.do.... 80,645 77,973 67,139 ‘' d¥x - dedek

Number of firms reporting....." > . 8§ = - § T8 dek Aok
Malleable threaded cast-iron ' . EE T

pipe fittings: : ) s ;

Original cost..l1,000 dollars.. 97,615 102,578 97,395 &k elcke

Book value.............. do.... 46,266 46,655 38,872 - ¥k Jedeke

Number of firms reporting..... ‘ 5 5 e '5' T2 2

1/ The firms are Stanley G. Flagg & Co., Inc., Grinnell Corp U-Brand Corp.,
Ward Manufacturing, Inc., and Stockham Valves & Fittings Co. '. 4 ‘

2/ 1 firm provided 9-month interim data (June’ 1 Feb.: 28).-and 1 firm provided
6-month interim data (Sept. 1-Feb. 28). P

3/ The asset valuations of k¥ yere Wik,

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

Research and development expenses. --Research and development expenses
relating to cast-iron pipe fittings for four reporting firms 1/ are shown in
the following