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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nqﬂ 731-TA-378 (Final) and No. 701-TA-287 (Final)
CERTAIN ELECTRICAL CONDUCTOR ALUMINUM REDRAW ROD
' ’ FROM VENEZUELA ’ '

Determination

On the basis of the record 1/ developed in the subjgct invegtigggiops{
the Commission determines, pursuant to sections 795(b) #nd 735(b) of phe‘
Tariff Act of 1930 (19 U.s.C. { 1671d(b) and»( 1673d(b)), thag an industry in
the United States is threatened with material injury 2/ by reason of imports
from Venezuela of certain electrical conductor aluminum redraw rod, 3/
provided for in item 618.15-ofAthe-Tariff Schedules of’the Uﬁitéd“Stateg, thé£
have been found by the Departmenﬁ of Commerce>to be sold at 1§ss ;h;ﬁ fai; |

.value (LTFV) and to.be subsidiéed by the Government of Venezuélg. .Iﬁ
addition, the Commission finds that it would not have fand ﬁaterial injury to

the domestic industry even if there had not been suspension of liquidation of

entries of the merchandise. 4/

Background
The Commission instituted these investigations effective October 14, 1987

(countervailing duty), and March 28, 1988 (antidumping), following preliminary

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

2/ Vice Chairman Brunsdale and Commissioner Liebeler dissenting.

3/ The subject product comprises wrought rods of aluminum, the foregoing which
are electrically conductive and contain not less than 99 percent of aluminum
by weight.

4/ This finding is made pursuant to 19 U.S.C. { 1671d(b)(4)(B) and
{-1673d(b)(4)(B). If the Commission does not find material injury but does
determine threat of material injury, it is required to find whether it would
have found material injury "but for any suspension of liquidation of entries
of the merchandise."”



.

determinations‘by the Department of Commerce that imports of certain
elecﬁrical conductor aluminum redraw rod, wrought rods of aluminum containing
not less than 99 percent aluminum by weight, from Venezuela were being
subsidized within the meaning of section 701, and were being sold at LTFV
within the meaning of section 731 of the Act (19 U.S.C. { 1671 and ( 1673).
Notice of the institution of the Commission’s investigations and of a public
hearing to be held in connection therewith wa§ given by posting copies of the
notice in the Office of the Secretary, U.S. International Trade Comﬁission,

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

20, 1988 (53 FR 12997). The hearing was held in Washington, DC, on June 23,

1988, and all persons who requested the opportunity were permitted to appear

in person or by counsel.



VIﬁWS OF COMMISSTIOMERS ECKES,
LODWICK, ROHR AND CASS
We determine that an industry in tﬁe United States is threatened with
material injury by reason of subsidized imports of electrical condu#ior
aluminum redraw rod (EC rod) from Venezuela. We also determiﬁe that an.
industry is threatened with material injury by reason of imports of electrical
conductor aluminum redraw rod from Venezuela which are being sola at

less—-than-fair-value (LTFV). Y 2

Pursuant to 19 U.S.C. §§
1671d(b)(4)(B) and 1673d(b)(4)(B), we determine that we would not have found

material injury to the domestic industry in these investigétions had there

been no suspension of liquidation of entries of the merchandise.

Like product and domestic industry

Section 771(4)(A) of the Tariff Acl of 1930, as amended,'defines 
"industry" as the "domestic producers as a whole of a like product, or those
producers whose collective output of thetlike product constitutes a major
proportion of the total domestic production of that product. . . ." 3/
>fLike produci", in turn, is defined as "é product which is'like, or in the

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

1/ Vice Chairman Brunsdale and. Commissioner Liebeler, although making a
negative determination, join their colleagues in the discussion of the like
product and the scope of the domestic industry.

2/ Material retardation is not an issue in these investigations and will
not be discussed further. ‘

3/ 19 U.S.C. § 1677(4)(A).



subject to an investigation.” 3

... The imported article subject to investigation i; EC rod‘from Venezuela.
In the preliminary investigations the Commis§ion determined that the like
product was domestically producgd EC rod. The Cqmmi§sion also made a
preliminary finding that mechanical aluminum redraw rod should not be included
in the like product definition.-é(

In these final investigations there has been no new information
introduced that would support a different like product definition. The record
continues to show that because of their different metallurgical makeup, EC rod
and mechanical rod are not generally interchangeable. 8/ A rod mill
designed to produce EC rod must undergo substantial conversion to produce
mechanical rod because greater strength is ﬁeeded in the roiling miils to roll

7/

the harder mechanical rod alloys. ~

4/ Section 771(10); 19 'U.s.C. § 1677(10). Factors the Commission has -
examined in deciding what domestically produced products are products like the
imports under investigation have included: (1) physical characteristics and
uses, (2) interchangeability, (3) channels of distribution, (4) common
manufacturlng facilities and production employees and (5) customer or
producer perceptions. See, e.g., Certain Bimetallic Cylinders from. Japan,
Inv. No. 731-TA--383 (Final) USITC Pub. 2080 (May 1988) at 3.

5/ Certain Electrical Conductor Aluminum Redraw Rod from Venezuela, Invs,
Nos. 701-TA-287 (Preliminary) and 731-FA--378 (Prellmlnary), USITC Pub. 2008 at
36 (August 1987). : . . _ Lo

6/ Report of the Commission (Report) at A-3-A-6.

7/ 1d.



Thus, the Commission finds that there is one like producf, domestically

produced EC rod. The domestic industry consists of all domestic producers of

this product. 8/

Condition of the Domestic Industry

In d;termihing the condition of the domestic industry, the Commission
considers, ‘among other factors, U.S. production, capacity, capacity
utilization, shipments, inventories, employment['and financial

performance. = These investigations revealed a pattern for most indicators

of industry performance of a sharp downturn in 1985 and 1986 and increases,

8/ To reach this decision, the Commission considered whether to exclude
any domestic producer from the domestic industry as a related party under 19
U.S.C. § 1677(4)(B), although the parties did not raise this issue during” the -
investigations. While several of the domestic producers imported the product
from Venezuela during the period of investigation, we do not find the
circumstances -appropriate’ to exclude them. -‘None of these companies appear to
have been shielded from the impact of the unfairly traded imports due to their
related-party status and their inclusion would not skew the data in this
investigation. S. Rep. No. 249, 96th Cong., 1st Sess. 83 (1979); Empire Plow
Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Intl. Trade 1987); Color
Television Receivers from the Republic of Korea and Taiwan, Inv. Nos.
731-TA-134 and 135 (Final), USITC Pub. 1514 at 17 (April 1984).

9/ 19 U.S.C. § 1677(7)(C)(iii).



albeit below 1984 levels, in 1987 and interim 1988. 10/ 11/

"Apparent U.S. consumption of aluhinum rod declined from 408,295 tons in
1984 to 366,590 tons in 1985 to 344,155 tons in 1986, then rose to 346,842
tons in 19§7 and was 106,100 tons in interim 1988 as éompared with 89,291 tons
in interim 1987. 12/ EC rod is an intermediate product,which is used to
produce wire and cable and magnet wire. The inFormation‘qevelopéd in these
investigations shows that the trends in consumption of EC rqd.arg similar to

the trends in the consumption of wire and cable, the production of which

10/ Petitioners urged the Commission not to consider industry data for the
time period following the filing of the petition. It argued that declines in
imports and improvements in the industry were due primarily to the pendancy of
the investigations. In reaching our determinations, we examined all
information available but considered the realities of the market place in
deciding what weight to give the information. See Kenda Rubber Industries Co.
v. United States, 630 F. Supp. 354, 359 (CIT 1986); British Steel Corp. v.
United States, 593 F. Supp. 405, 411 (CIT 1984).

11/ Commissioner Rohr notes that in these investigations the Commission
collected data for four full years and an interim period. The Commission
possession of four years rather than the usual three years of data is due to
the length of time between the original filing of this case and the present
determination. There is no particular added olgnlflcance to the additional
year's data other than the general advantage that more data is better than
less data. The Commission's general rule for collecting three year's data is
based on practical considerations of what amount, of data can reasonably be
collected and analyzed in an investigation. The Commission has frequently
takeh note of data outside this normal three year period when it’poséeés such
information from prior cases or other sources. Its treatment of 1984 data is
consistent with this practlce 1984 was a good year for the 1ndustry 1985
was a bad year. Neither is an absolute benchmark for what is an injured or
uninjured industry. '

12/ Report at A-24, Table 3.



requires‘apb?dximételyfgo:péfééﬁt;6f“tﬁé éﬂailable-EC rod. 13/ U.$. rod

producers, as. expressed in the1r questlonnalre responses to the Comm1531on,. ‘
consider the rod market mature and ‘predictable and expect’' no 31gn1f1cant

. T L. . . . . . ‘ . :
changes in the“near future. ‘f/ In fact, “the record 1nc1udes an industry

estimate that the 1ncrease in consumpt1on durlng ‘the Lnterlm perlod will slow

' s0 that consumptlon for all of 1988" w111 be similar to that in 1987. 157

Product1on of alum1num rod declined from 363,275 tons in 1984 to 279, 1/3

tons 1n 1986 1ncreased to 288, 785 tons 1n “1987 and, was 86 652 tons in

interim 1988 as compared wlth 70,243 tons “in' interim 1987 16/ Capac1ty to

produce alumxnum rod 1ncreased from 519 842 tons in 1984 to a h1ghp01nt oF .

528,175 tons 1n 1985 then ‘declined stead11y to 466 920 tons in 1987 for a ten

percent'decllne’overdll Capac1ty was flve percent less at: 111,83% tons in
interim 1988 as cumparedfw1th 1185085 tons in interim 1987._‘—/ This
general decline .in éapacity reflects the closing of some of°the domestic EC

rod plants and the sh1ft1ng by Alcoa of ‘one of its plants to the product1on of

mechan1ca1 rod 18/

13/ 'Tén_pekcéht'of‘theiEC‘rba is used to produce magnet wire. Report at
~25. : . : L
14/ Id.

15/ - Id.

16/ Id. at ‘A~26, Table 4. -we-hoté that interim data may not be reliable in .
determining trends. For example, interim 1988 data, which suggests a sharp

increase in production over 1nter1m 1987, are v1rtua11y 1dent1ca1 to interim
1986. :

L7 <

18/ . Report at A-18; Transcript at 198. Commissioner Rohr notes that the
closing of some excess capacity, -particularly where capacity exceeds longterm
demand projections by the industry itself, is not necessarily an indicator of
an injured industry. 1In- these particular investigations, he does not believe
that the level of capacity decrease is indicative of injury.



“Capacity utilization declihed from 70 percent in 1984 to 56 percent in
1986, .increased to .62 percent in 1987 by virtue of a four percent increase in
production.and.a seven percent drop in capacity. Capacity;utilization

increased; in interim.1988 to 77 percent as compared_wiﬁh 59 percent for the

“‘same- period inf1987.~ff/ - The recent (and possibly temporary) rise in

consumption and prqquction_and;the steady decrease in'qapgéjty resulted in the

capacity utilization increase. Zg/

The quantity of.U.S. producers' total domestic shipments fell from

363,850 tons in '1984. to 284,274 tons in 1986, increased to 294,228 tons in

4

1987 and, increased to 87,723 .tons in interim }988 as compared with 73,498

tons. in 1987. The wvalue of pnogqgefst tgtal_domegtic Shipments"fell from

$507.4 million in 1984 to $357,1_milliqq';n;1986{ jumped sbarPIyHFo $q%9.é;
million in 1987 and; -increased over 75 pergent.FQ $i62:5‘p;1}ion:in ;pterim
1988 as compared with .$92.6 million in interim 1987;_%L{ uU.s. pquucergf '
inventories of EC rod declined steadily throughout the4peripd qf ;nvestigation
from 14,655 tons in 1984 to 7,033 tons in 1987, and 6,656 tons inqipte%im

22
1988, 22/

The number. of. production and related workers employed by'EC‘rod producers

decreased from 209 in 1984 to 182 in 1985. The number decreased further to

5
~ -
[
Q

ee, sugrgiatlé.

IS
~

. at A-28, Table 5

N
—
~
=

I
|

.. -at A-29,

IR
~
-



;'iBA_in 1986.. - The-informatien for, 1987. shows a 9 percent.increase to 168.
- There was an additional 23 percentjincreaée during the first quarter of 1988
‘from 141 during'the first quarter'off1981 to.173 during that period in 1988.

St

The wages pald to these workers also decreased from 1984 to. 1986 wlth a 16
percent 1ncrease in- 1987 and -an add1t1ona1 28 percent Aincrease in the first
euerter=of:1988 when'comparedsto~the same periodvin;1987,;;

ff_wetnete that_the Finencial informatiOnfavaileble:to_the Cpmmission in
these'inpestigations'is 1imitediin‘velue in:our'analysie;because the industry

consumes: most of the domestlcally produced EC rod .internally. 23/

. For
example in 1987 the 1nterna1 transfer of EC rod accounted for over. 65.0
percent of total EC rod. sales Slnce theupet;tloners and several other U.s.

fproducers do: not cons1der the1r alumlnum rod operatlons as a proflt center,

if} they could not supply P& L ddta from their bookkeeplng operat1ons , Thus,. our

analysxs.was baseduon.tables constructedvu51ng producers; cost estimates, or

. Metal}Market}monthly average'prices fon.aluminum‘and'everage trade sales

23/ Commlss1oner Rohr flnds that the. f1nanc1al data in this .investigation
is. éxtremely limited in value. With very few exceptions EC rod is an
intermediate product within a vertically integrated production process. This
means that not only are the net sales.significantly affected by the vagaries
of transfer prices, but the raw materials costs and hence the cost of goods

. sold, are similarly affected. In such a situation, none of the traditional

measures of profitability can ‘be said to provide a'reliable picture of the
operations of this industry. The parties suggested no way in which the

. problems of analyzing financial performance.of- this .industry could: be

: overCome. He agrees with his colleagues that the information gathered is the

best available. . However, where there are such well established doubts whether
. financial performance is illustrative of the performance of the industry the

- better course is simply not to rely on such data:,.He therefore places very
‘little weight on the financial indicators as a gu1de to determining the
condltlon of thls 1ndustry . :
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values for rod. It is our view, however, the information 6f record is the
"best available information." 24/

The financial data in these investigations were developed in two ways.
The first approach assumed the EC rod producers purchased the aluminum raw
" material and transferred or sold the rod at market prices. gﬁ/‘?On this
basis, 1984 operating income as a pe;cent of net sales was 2 percent. In 1985
it jumped to 5.3 percent with an additional ‘increase to 6: percent in 1986. 1In
1987 there was a decrease to 5.4 percent. The percentage during the first
quarter of 1988 was 5.5 percent compared to 6 percent in the same period of
1987. 26/
Under the second approach, we considered the financial data based on' the
reported prices for the internal transfer of the aluminum raw material from
"the producers' own smelters to the EC rod mills and:the=resu1tiﬁg rod from the
rod mills to the EC rod producers' own cable and wire mills.” These data show
a different pattern. gz/"Usihg this approach, the ratio' of operating income
to net sales dropped from 3.2 percent in 1984 to a loss of 5,3 percent in

1985. The percentage increased to 0.2 in 1986 and to 7 percent.in 1987. The

- percentage was 12.4 in the first quarter of 1988 compared to-2.1 during the

24/ . See 19 U.S.C. § 1677e(b).
25/ . Report at A-35 and A-36.
26/ . 1d.

27/ ‘Report at A-37, Table 8.
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same period in 1987. 28/

The first approach, based on market value for purchase of the aluminum
raw material and sale of the EC rod produced, reduces the effect of
fluctuations in aluminum prices over the period of investigation. In our
view, it is the preferable approach for our analysis, although we did not
embhasize the P & L data resulting from this method in reaching our
determination.

In summary, the data collected in these investigations depict an -

improving but still vulnerable domestic industry. For most indicators,

performance in 1987 and 1988 (if annualized) did not equal 1984 levels. The
information available suggests the recent improvement in the domestic industry
may be a consequence of the institution of these investigations and the
consequent reduction in imports; we consider the data on industry performance
in that light. | |

While the industry has slowed its reinvestment in facilities and
equipment, most performance indicators turned up in 1987 and interim 1988.
However, performance is still substantially below 1984 levels. The domestic
EC rod industry remains vulnerable to the threat of unfairly traded EC rod
from Venezuela.

Threat of Material Injury by Reason of Subsidized and LTFV Imports from
Venezuela 29/ '

The statute sets forth a series of factors the Commission is to consider

8/  Id.

29/ Commissioner Cass further explains his analysis of the existence of a
threat of material injury in his Additional Views. See Commissioner Cass's
Additional Views at 19, infra.
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30/

in analyzing the issue of threat of material injury. = These factors
are: (1) any information presented ‘to ‘the Commission by the Depart&ent of
Commerce as':to the nature of the subsidy (particularly as to whether the
subsidy is an export subsidy inconsistent with the Agreement on Subsidies and
Countervailing Measures); (2) any increase in. production capacity or existing
unused capacity .in the exporting country likely to result in a significant
increase in imports to the United States; (3) any rapid increase in United
States market .penetration and the likelihood.that the penetration will
increase to an injurious.level; (4) the probability that imports of the
merchandise will enter the United States at prices that will have a depressing
or. suppressing effect on domestic prices of the merchandise; (5) any
substantial increase in inventories of the merchandise in the United States;
(6) the presence of underutilized capacity for producing the merchandise in
the exporting country; (7) any other demonstrable adverse trends that indicate
the probability that the imports will be the cause of actual injury; and (8)
the potential for product-shifting. 3t/

In addition, in order to:conclude that subsidized and LTFV imports are a
threat of material injury to the domestic industry, the Commission must 'find

that the threat of material injury is real and that actual injury‘is

30/ 19 U.S:C. § 1677(7)(F).

31/ 19 U.S.C. §1677(7)(F)(i)(VILI). There is no potential for product
shifting in this case as there are no products subject to investigation or to

final orders that use production facilities that can bhe shifted to produce EC
aluminum rod. Report at A-51.
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imminent. Such a determination may not be made on the basis of mere

32/

conjecture or supposition.
In this investigation, almost all of the countervailing duty rate
established by the Commerce Department's final determination results from
three export subsidies which are nnot consistent with the Agreement .on
Subsidies and Countervailing Measures. 33/ We find that these subsidies,

intended to.encourage exports and provided at a substantial level, pose-a

34/

greater threat to the domestic industry than.other types of subsidies. =
The record also shows that the capacity of the Venezuelan EC rod - .

producers will be increasing. While most of the details concerning the

ta

expansion. of foreign capacity are confidential,. our investigation supports the
finding that the milling capacity able to produce EC rod in Venezuela will be
increased in.theAvery:near future. Respondents claim that some of this new

capacity will be dedicated to‘proauging mechanical rod but, the new mechanical

. , 35/
rod facility has the flexiblilty to produce either EC or mechanical rod. =

32/ Id. .

33/ The full duty rate is 38.40 percent. . A duty rate of 38.26 percent is
attributable to three export subsidies. These subsidies are an export bond
program (37.90 percent), preferential pricing of inputs to produce exports
(0.22 percent), and short term preferential financing by the Fund for
F1nanc1ng Exports (0.14 percent).

34/ Resbondent§ argued that the export. bond program only partially
compensated them for the disadvantage and export disincentive of the
Venezuelan exchange control regulations. Posthearing brief of Sural at 31.
If this was true the export bond program became an even more important
incentive to exporLs

35/ Report at Am13, A-18, A-21, and A-51:
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Respornidénts ardued that Venezuelan EC rod productidn cannot increase
because the producers cannot get enough aluminum raw material, but EC rod
producers could currently purchase the raw material on thé world market.
Moreover, the Venezuelan government and -the -aluminum induétry'havé'couperatéd
in a smelter expansion program, and there will be an increase of 176,000
metric tons ‘by 1989. 36/ o e

The record in these ‘investigations reveals a rapid increase’ in Venezuelan
impofts from 1984 to 1985. While the volume of imports decreased -slightly"
from 1985 to 1986, market peneﬁration‘did?got. Market'penetratidh1rosé'from 7
percent in 1984 to 15 percent in 1985 and 1986. In 1987, the market -
‘penetration dropped to 12 percent, but monthly datd show that the imports from
Venezuela dropped substantially after the petitions in these investigations
were filed in July. 37/ As has been previously observed, declines in the
volume of imports after the filing of a petition encourages a temporary
imb?ovement in. the condition.of the domestic industry during the
investigation. 38/ The imports from Venezuela increased in market
penetration to 14 percent during the first quarter of 1988, with the largest

volume of imports occurring the month after the lifting of a 12.99 percent -

bond ‘requirement due to the expiration of 120 days after Commerce's '

36/ Report at A-9 and A-16. An additional expansion of 80,000 metric tons
is planned by mid-1991. ' Further expansions are planned through the -year
2000. Id. at A-9. P : N ‘ e

37/ Report at A-54.

38/ ee USX v. United States, 655 F. Supp. 487, 492 (CIT 1987); Rhone
Poulenc v. United States, 592 F. Supp.. 1318, 1324 (CIT 1984). .
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preliminary affirmative countervailing duty determination. 33/

With respect to the expected further increase in Venezuelan imports, the
record reflects that Sural is in the process of acquiring wire and cable
plants in the United States. The testimony and other information shows that
Sural, through its affiliate ACPC, Inc. plans to supply these plants with

40/

mostly Vemezuelan EC rod. —  1In addition, respondents have indicated an
intent to continue sales of EC rod to unrelated U.S. purchasers. AL/

The unfairly traded Venezuelan imports are also likely to enter the U.S.
market at prices that will depress or suppress domestic producers' prices.
The pricing data in this investigation is limited, as the majority of domestic
EC rod is captively consumed. However, some open market prices for two EC rod
products were obtained. For 5 out of 9 quarterly comparisons of product 1 and
the only quarterly comparison of product 2, Venezuelan rod was priced below
the U.S. product. The majority of cable manufacturers questioned about rod
purchases stated that Venezuelan EC rod must be priced below U.S. rod for them
to choose the foreign product.

There is also information on the record showing a substantial increase in

. . . . 42 . .
inventories of Venezuelan EC rod in this country. a2/ Inventories increased

39/ United States Steel Corp. v. United States, 618 F. Supp. 496 (CIT
1986). Report at A-7.

40/ Report at A-18; Transcript at 120, 198,

41/ Report at A-14-A-15. Letter from Sural's attorney, Thomas Wilner to
Kenneth Mason, ITC Secretary, dated July 22, 1988,

a2/ Report at A-51.
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substantially in 1987 from ﬁegligible levels in 1984 — 1986. Inventories
increased further during the first quarter of 1988. a3/

The Venezuelan EC rod industry reportedly is operating at a relatively
low level of capacity utilization, particularly in the most recent period.
Thus, even if there were no future expansion planned in the Venezuelan EC rod
industry, the unused capacity, in conjunction with Sural's plans to supply its
newly acquired cable and wire plants, could lead to substantial increases in
the volume of Venezuelan imports into the United States._

Several other factors on the record support this threat determination.
The U.S. is the most important export market for Venezuelan EC rod. 1In 1987,
exports to the U.S. represented 60 percent of all Venezuelan EC rod exports.
Another export market for Venezuelan EC rod, the European Economic Community,
has established a quota system which increases tariffs on EC rod imports
dramatically after $7.6 million dollars of imports per year. A4/ The record

also shows that the imports enjoy transportation freight advantages in the

U.S. because their sales are generally within 100 miles of the ports of

45/ 46/
entry., — —
43/ Id.
44/ Reportedly, Venezuela has already exceeded the nondutiable quota for

1988. Petitioner's Post Hearing Brief at 9-10.
45/ Report at A-60-A-61.

46/ As in past investigations, Commissioner Rohr notes that the statutory
factors deal primarily with what is likely to occur with respect to imports.
In order to determine whether that projection about future imports "threatens"
the domestic industry, it must be analyzed in the context of the condition of
the industry. Looking at the vulnerable condition of the industry he
concludes that, indeed, the projected impact of the Venezuela imports could
easily injure the domestic industry and therefore concurs with his colleagues
that there is threat from the Venezuelan imports of entry.



17

After considering all of the statutory factors and the evidence relating
to these factors, we have concluded that the U.S. industry . producing EC rod is
threatened with material injury by imports of unfairly traded EC rod from

Venezuela. a7/

A7/ We also made the additional determination, required under 19 U.S5.C. §§
1671d(b)(4)(B) and 1673d(b)(4)(B), that we would not have found that the
industry was materially injured even if there had not been a suspension of
liquidation of entries. We have reached this conclusion based on the
increased consumption of EC rod in the U.S. during the period the bonding was
in effect and the improved although still vulnerable condition of the domestic

industry. As we have stated, the recent upturn in consumption probably is
temporary in this mature industry.
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'ADDITIONAL VIEWS OF COMMISSIONER RONALD CASS

Certain Electrical Conductor Aluminum
Redraw Rod from Venezuela (Final)

viInvest1gat1ons Nos. 701-TA-287 and 731 -TA-378
: August 5, 1988

I join the majority in its detérmination that the domestit electrical
conductor alUminﬁm rédraw rodv("EC rod").industry is threatened with
material 1njUry3by reason of unfairly traded imports from Venezué]a, These
Additional Views address three matters that merit attention;and that have |
either not%been‘addrgssed by the majority or have been treated in a manner _
with which‘my oWn'views‘do not fuily»accordt First, parties have raiseq
several cdhcerns:about thé‘petitiqﬁ that ine.rise to these 1nvestigatidns.
These coﬁcerné touch on'bur Jurisdiction over the petition, the inclusion
of Petitioner within the domestic industry, and the bona fideé of the
Petition._A]thoughvlegal]y separab]é, there are common threads among these
issues. Second, I diverge somewhat from the majority in the route by‘which
I determine that this industry is threatened’with materia]tinjury‘by reason
of unfa1r1y traded imports. Finally, I believe that attention should be
given to the statutory requ1rement that a threat must be "real" nd
material injury must be "imminent" before an aff1rmat1ve‘determ1nat1on is
appropriate.l/ as this requirement makes decision on the threat issue a

very close call.’

Issues Respecting the Petition or‘Pétitfongr :

1/ See 19 U.S.C. § 1677(7)(F)(ii).
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(a) Standing.

Respondent Sural, C.A., has raised the question of whether Petitioner
Southwire Company has standing to bring this petition.2/ The statute this
Commission enforces requires that both countérvaf]ihg’duty cases3/ and
antidumping duty cases4/ be brought "on behalf of an industry." This
requirement has been interpreted to mean that a Petition must be supported
by producers representing a méjority of the production of fhe domestic Tike
product.5/ Petitioner Southwire Company has beén unable to:én]iSf the
support of any other member of.the industky for ité petitidn;‘and one
manufacturer has expressed its opposition to the petition.ﬁ/ Southwire
alone does not reﬁreSeht a majority of domestic produétion of EC rod. The
remainihg producers have remained silent, and the'Uepartménﬁ'of Commerce
has interpreted passivity as suppoft for the éetitibn.l/v

Before we determine the appropriate standard by whicﬁ to éésess
standing, we must first decide whether this Commission has thé“authority to
terminate an investigatfon because Petitioner lacks standfng.'Thé Court of

International Trade in Gilmore Steel8/ has noted that the Commerce

2/ See Post-Conférence Br. of Sural, C.A., at 1.

3/ 19 U.S.C. § 1671a(b)(1).

4/ 19 U.S.C. § 1673a(b)(1). _ _

5/ Gilmore Steel Corp. v, United States, 585 F. Supp. 670 (1984).
6/ Report at A-25.

7/ 52 Fed. Reg. 38113 (Oct. 1987); 53 Fed. Reg. 3614 (Feb. 1988); 53 Fed.
Reg. 24755 (June 1988); 53 Fed. Reg. 24763 (June 1988). ‘

8/ Supra note 5.
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Department- does have'c1ear authority to terminate investigations- for lack
of standing, although the exact basis of that authority is unclear. The
court adverted to an explicit grant -of statutory authority to Commerce to
terminate a proCeeding for «insufficiency of the petitiond/ but its actual
holding in Gilmore respecting Commerce's authority appeared to rest on the
general propoSitiOn.that administrative agencies, like courts, enjoy
inherent'aﬁthority to recognize an absence of jurisdiction.10/ Respondent
in this proceeding has argued for a broad redding of Gilmore as applicable
to the Commission as well as ComMérce;il/

A]though>the genera]]y‘app]icab]e‘ru]e govérning,authority to deny
jurisdictiOn indicates that‘the'Commfssion‘may be authorized to determine
Petitioner's standing, difficult problems might be created if both Commerce
and the.CommisSidh indepehéent]y could determine the existence oflétanding.
Commerce might find that the Peﬁitioner has standing-and the Commission
that the' same Petitioner in the same case lacks standing (or vice versa).
Legal brovisions genera]]YjshOuﬂd‘be‘constfued to-avoid“the potential for
such direct conf]icts.'SuchfavCOnstfuCtion also would be in accord with. the
overall structure of Title VII. Title VIIi:carefu]ly‘divides authority over
antidhmping and countefvai]ﬁng duty investigations bétWeen COmmerce‘and the
Commission, and fts drafters appear to Han taken some pains to prevent
1ntef‘agency conflicts arising from this‘diVision. Thus, for examp]é.v
rather than direct the Commission to assess the effects of - "dumped

imports," which might be taken to authorize the Commission to assess

9/ 19 U.S.C. 1673a(c) (3).

10/ Gilmore Steel, 585 F. Supp. at 674.

11/ Respondent Sural's Post-Conference Br. at 1, section 2.
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independent of Commerce (and potentially ‘in conflict with Commerce) which
imports were sold at LTFV, the statute refers the Commission back to
Commerce's decision on that score.l2/

The statute does not address the authority over standing in a similarly
direct fashion, but a sensible premise from the general design of this
legislation would be that inter;égency conflicts over standing were not
intended. If, as the Gilmore court held, Commerce has authority to
determine Petitioners' standing in Title VII investigations, then the
Commission presumably should not consider the same issue. Commerce has
passed on this issue expressly.13/ For these reasons, I do not believe it

would be appropriate for us to dismiss the Petition for lack of standing.

(b) Related Parties.

Another source of concern in this case arises from the longstanding
relationship between Petitioner Southwire Company and Respondent Sural,
C.A. Southwire owned a significant interest in Sural as recently as March
1985.14/ Further, a subsidiary of Southwire imported and sold EC rod
produced by Sural until mid-1985.15/ This date is within the period covered
by this Commission's investigation. Such a relationship between a member of
the domestic industry and an exporter of the subject imports on its face
raises a concern that such a member of the domestic industry is benefitted

by the very actions that may injure the remainder of the industry. In such

12/ 19 U.S.C. § 1673d(b)(1).
13/ See note 7 §gg£g;

14/ Report at A-20-21.

15/ 1d. at A-21.
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instances, the law directs us to exclude the related party from the
domestic industry we examine.l6/ There is special concern in this case
because the sole Petitioner may be claiming the protection of our trade
1aws'for reasons unrelated to thé effects of unfair imports, as the imports
from Venezuela actually benefitted Petitioner during part of the period of
our investigation. |

The facts of this investigation, however, do not present the
"appropriate circumstances" that the statute requireé.ll/ Critically, we
have no reason to believe that dumping in this case occurred in the period
in which a_forma] relationship existed between Sural and Southwire, since
the investigation by the Commerce Depaftment covered only the six months
prior to the fi13hg of the petition, well after the relationship had ended.
MofeoVer, Petitidner;érgues‘that even if it benefitted from its imports
from SufaT, it was simﬁltaneously injured to a greater extent by other
imports.18/ The'PEtitioner. thus, should not be excluded from the domestic

industry as a "related party" under Title VII.

(c) Bona Fides of Petition

Respondent has alleged that Petitioner has failed to present the same
'picture to this Commission that it has recently presented to the Securities
and Exéhahge Commission in a registration statement filed on September 29,

1987.19/ This allegation is serious, as it raises the prospect that

16/ 19 U.S.C. § 1677(4)(B).
17/ 1d. '

18/ Petitioner's Post-Hearing Br. at 12.

9/ See Statement of Prof. Michael Dooley before the USITC, June 23, 1988.
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Petitioner either has violated the securities laws by failing to disclose
information material to its securities registration, or the affirmative
determination reacheq in this investigation'may be based in part on
misleading information. Two reasons, however, suggest that}we should not
deny relijef on that ground. First, if.the,Petitién is shown to contain
misleading information sufficient to alter the determination_this
Commission otherwise would reach, the Commission ha; ;he quer’to
reconsidgr the case and, if appropriate, reverse its decision.20/ Second,
while the testimony before thg Commj;sion suggested'a clear tengion.between
Peti;ioqgr's registration statement and its claim to have, shortly before
tha;“time, suffered injury‘from‘LTFVhand_subsidized imports,gl/it did not
establish a plain conflict between the registration statement and a finding
that, at this time, there is a clear and imminent threat to the Petitioner
and the domestic industry from'such imports. Thus, I find the testimdny
respecting the conflicting positions taken by Petitionef:bgforé different
government agencies sufficient to call into question:seyeral'assertions
made by Petitioner in this investigation, but I do not cdnclude that the
testimony vitiates the other information of record supporting an
affirmative finding on threat of mqterial injury. ' |

Despite these concerns, therefore, I must determine.whethér the domestic
1ndustry~has been materially injured, or is threatened with material
injury, by reason of unfairly traded imports of .EC rod from Venezuela, as

alleged by Petitioner.

20/ See Alberta Gas Chemicals, Ltd. v. Celanese Corp:, 650 F.2d 9 (1981).

21/ Petitioner's Post-Hearing Br. at 7-8.
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" Material Injury By Reason of Unfairly Traded Imports.

The Department of Commerce hasiinvestigated allegations of dumping and
subsidization concerning Venezuelan EC rod over the period from February 1,
1987, to Jq]y 31, 1987,‘the six months approximately preceding the filing
of the petition in this investigation.22/ No information is available
concerning dumping or subsidization outside this period of time.23/

Yet the evidence of injury presented here by Petitioner uniformly fél]s
outside the period of Commerce's determination. Petitioner has told us that
production fell in the two years prior to the relevant six-month period, .
but rose during and after that period.24/ Petitioner has told us. that
domestic shipments fell prior to the relevant period, butrrose during and
after that period.25/ It has told us that capacity utilization_fe]T pfior
to the relevant period, but rose during and after that period.26/ It has
told us that U.S. market share for EC rod fell in 1985 and again in

1988,27/ though Petitioner explicitly argued'that data after the fiTing‘of

22/ The petition in this investigation was filed on July 14, 1987. Report
at A-1.

23/ As my colleague on the Commission has recently -correctly pointed out,
"There is no basis in law or fact to assume that dumping or. subs1d1zat1on
took place during any period other than the period of Commerce's
investigation. The Department of Commerce has sole authority.and-
responsibility under the statute for determining the existence and amount
of any dumping or subsidization." Sewn Cloth Headware from the People's
Republic of China, Inv. No. 731-TA-405 (Preliminary), USITC Pub. 2096 (Ju]y
1988) (Additional Views.of Commissioner Eckes). . '

24/ Petitioner's Pre-Hearing Br. at 7.
25/ 1d. at 8. |
26/ 1d

. at 9.

(]
[~
—
—
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the petition in mid-1987 could only mislead us.28/ Petitioner has told us
that employment,29/ profitability,30/ and fabrication adder prices3l/ all
increased in 1987, after falling prior to that time.

Although I recaniZe that 1njufy by reason of LTFV imports is not
inconsistent with prosperity and growth in the subject 1ndustry,§2/,it is
diffic&lt to find persuasive evidence of injury in the fact that industry
indicators rose in the period in which unfair trade practices were first
founa'to exist. If we are to find peréuasive evidence of injury, we must

ook beyond the evidence provided by Petitioner. In this regard, the
three?part inquiry directed by Title VII is especially helpful.33/

This'three-part inquiry focuses on the volumes and prices of imports,
the prices and sales of the like product, and the effects on employees and

1nve$tor§ in the domestic industry.gﬁ/ Because I find that the domestic

28/ 1d, at 6.

29/ 1d. at 10.

30/ 1d

31/ 1d. at 17.

32/ See Digital Read-Out Systems and Subassemblies Thereof from Japan, Inv.
No. 731-TA-390, USITC Pub. 2081 (May 1988) (Additional Views of

Commissioner Cass),. at 19-22; Light-Walled Rectanqular Pipes and Tubes from
Argentina and Taiwan, Invs. Nos. 731-TA-409-410 (Preliminary) USITC Pub.
2098 (July 1988) (Additional Views of Commissioner Cass), at 17.

33/ 19 U.S.C.” § 1677(7)(B). See Certain Brass Sheet and Strip from Japan
and the Netherlands, Inv. No. 731-TA-379 and 380 (Final), USITC Pub. 2099
(July 1988) (Additional Views of Commissioner Cass); Internal Combustion
Engine Forklift Trucks from Japan, Inv. No. 731-TA-377 (Final), USITC Pub.
2082 (May 1988) (Additional Views of Commissioner Cass); 3,5" Microdisks
and Media Therefor from Japan, Inv. No. 731-TA-383 (Preliminary), USITC
Pub. 2076 (April 1988) (Views of Commissioner Cass).

34/ Much of the background for this inquiry is explored in 3.5" Microdisks

and Media Therefor from Japan, supra note 33. Although my interpretation
(continued...)
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injury is threatened with material 1njury by reason of subsidized and LTFV
imports, I will give only an abbreviated explanation for my decision not to
base An affirmative determination on present injury from those imports. |
The evidence of record here suggests that the volume of importg,rémqined
small relative to domestjc consumption and was nop appreciab]y”jncréased by
the unfair trade practices found by the Department of Commerceiéﬁ/ _The
price of EC rod from Venezuela does appear to have been reduced _:,,
significantly, but with minimal effect on the prices and‘sa1es of the
domestic 1ike product. Several reasons account for this. |

The minimal effect on sales .is perhaps more readily seen. The domestic
aluminum industry seems to be at or near its capacity to produce. Supp]ies
of prihary aluminum are in short supply,36/ as evidenced by the rapfd
increase in both spot and near-term futures prices of primary a]uminum on
world markets37/ thfoughout the period within which Commerte determined
unfair trade practices to exist. The domestic EC rod indqs;ry apbears also
to be at or near its production capacity, as evidenceq both by ﬁestimoﬁy
presented before the Commission,38/ the sharp increase in domestié mérket

shipments during 198739/ and continuing through the first,quarter of

34/(...continued)

of the applicable law has evolived with respect to some particular issues,
the genera] bases for my 1nterpretat1on of Title VII are accurate]y
presented in these earlier views.

35/ Report at A-6.

36/ See, e.qg., Hearing Tr. at 118.

37/ See Report at A-57.

38/ See Tr. at 97, 110-13, 118.

39/ Report at A-27-28.
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1988,40/ and the decline in inveﬁtories during 1987.41/ Testimony suggests
that-thé'doﬁéstic industry, operating at or Hear its‘dutput capacify. could
‘not éignificantfy héve increased its output in the eVeht the unfair trade
pracfices'ét issue héfe had not beeh presént. | '
" The imports also do not appear to have deprésséd the price of the output
reasons, EC rod is produced in numerous countries besides the United States
and Venezué]a, and Many ofvthoée countries exbort”EC rod to the United
States.42/ The record suggésts'thét‘COmpétition from these sources and from
domestic suppliers sufficiently cohstﬁain”prices for EC rod in the United
L“States that very 11tt1e'if‘any‘price’effect can be attached to the
subsidized and LTFV imports from Venezuela.43/ ‘

“Finélly; these conc]Usfons\respeCting both price and salés'éffécfs:”
‘confirm that the improvement in the fortunes of the domestic EC rod
industry would not have been materially stronger in the absence of LTFV and
Aijgubgidized sales of EC rod from VéneiueTé. “The recbfd’dbes'not;%prért a
fihdfng that SUch imports materially affected p%ofits;:émploYments;
"Cbmbenéation;'ability to attract capital, with other measures of economic
vitdlity suggested by Tit]é VII. For the"foregofng feasdns; }jdé;éfmine
that the domestic industry is not materially injured‘by reasQn.of,the,_

‘subject imports..

40/ 1d. at A-27-28.
41/ Id. at A-52.

42/ Report at A-79.

U.S. users of EC rod routinely maintain contacts with numerous

43/ ‘
suppliers in several countries to ensure themselves ready availability. See
Tr. at 89-90, 106.
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Threat of Material Injury

I agree with the majority's finding that the domestic industry is, -
however, threatened-with material injury by reason of -the subject LTFV .
imports. As my “colleagues~note,44/. the capacity-of the Venezuelan EC rod
industry is increasing, and. the ability of -the Venezuelan aluminum industry
to supp1y-a]uminum’to the EC rod industry is also increasing. Furthermore,
the United States is and traditionally has been the primary export market
for 'Veénezuelan EC rod exports.45/ Increasing trade barriers in other . -
potential ‘export markets raise still further the. likelihood that new
Venezuelan capacity will be exported to the United States.46/ I believe the
threat posed to the domestic industry is real and that actual injury is
imminent, as the law requires for an affirmative determination4?7/ a]tﬁough
questions about- the imminence of the injury make this is a close call. The
statdtory factors are discussed in the méjority opinion, which I join. The
comments below expand on particular issues that, I believe, -deserve further
discussion in 1ight of ' the closeness of the judgment on threat.

The most significant change that is anticipated is an inbrease in the
volume of imports consequent to increased Venezuelan capacity for EC rod
production. There is evidence on the record that a éfgnificant expansion

of the Venezuelan a]umjnum and EC rod'inqustries is underway. Smelting

P

4/ See majority opinion, supra, at 14:

45/ Report at A-16.

/ See Petitioner's Post-Hearing Br. at 9.

BN

/19 U.S.C. § 1677(1) (F) (i ).

IS
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capacity, recently a significant limitation on the availability of aluminum
to the Venezuelan EC rod industry,48/ is scheduled to increase by nearly
60% as soon as 1989, with much greater growth anticipated over the longer
term.49/ The increase in‘aluminum available to the Venezuelan industry
complements ‘significant- planned expansion of EC rod production capacity,
also expected to 'come on-line in the near. future:50/-While no clear
" indication i's now avaiiablé’as to -the exact date this expansion will come
ori<line, mills such ‘as the ‘one now planned can be brought to an operational
stage rather quickly. -‘Although evidence was adduced 'that ‘Respondent may
not be able to obtain increased supplies of ‘atuminum at any time in the
foreseeable future,51/ that appears inconsistent with more credible ..
'evidence. The record evidence of expansion of Venezuelan-EC rod‘capacity
appears more 1likely to be accurate and the effects of such expansion more
imminent wHen -viewed in tandem with evidence that Respondent Sural has -
purchased two mills in the United. States to produce electrical cable.52/
The record indicates that these mills, which domestic producers had decided
not to operate, will be supplied with EC- rod from Venezuela.53/ . If imports
for these mills do not replace other Venezuelan imports of EC rod, that

would result in doubling the volume of such imports.

48/ Report at A—13.

49/ Report at A- 12

produc1ng mechan1ca1 rather than EC, rod, there is no assurance the EC rod
will not also be produced by this new fac111ty 1d.

51/ Report at A-13.
52/ Report at A-15.
53/ Report at A-15.
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‘By contrast, the domestit EC rod industry cOnspicqus]y is not now
expaﬁding, and épbaréntly tacks any current plans to expand,54/ its current
EC rod production capacity. This fact is remarkable in light of the present
highlpriceé for aluminum and the fact that avai]ab]é capacity is being very
1ntensivefy‘used.§§/:0ne inference that may be drawn from the ambitious
Venezuelan expansion, combined with the absence of any similar effort in
the United States, is thét U;S, producers may be concerned that they would
be unable to meet Venezuelan competition. If so, then U.S. producers have
been de;erred from ﬁaking current investment plans. | |

That inferenéé is stréngthened by the 1ikely export patterns that
Venezuéfan~pr0ducers will follow. The United States is the most important
export market for Venezuelan EC rod. In 1987, exborts to the U.S.
represented 60% of all Venezuelan EC rod exports.56/ Another export market
for Venézuelan EC rod, the European Economic Community, hés estab]ished a
trade bérrier-Which increases tariffs on EC rod imports dramatically after
an annual threshold has been exceeded.57/ Given this new barrier to a major
alternative harkét, it 'seems all the more pléusib]e'that much of the new
Venezuelan productidh"may come to the United States. ' | |

The Commission has not defined a standard for deciding when a fhreat fsv?

sufficiently “real” and "imminent"58/ to suppoftian affirmative

54/ Report at A-17-21. i '
55/ See Tr. at 97, 110-113, 118; Report at A-57, A-27-29.

(S

6/ Report at A-16.

lm
~J

/ §ggﬁPetitioner's_PostfHearing Br. at 9.

58/ 19 U.S.C. § 1677(7) (F)(i1).
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determination. Confirming the plain language of the statute's text,59/ the
Congress made clear in legislative history that any determination of future
injury must not be based "on mere supposition, speoulation, or
conjecture."60/ In the past the Commission has eyaioated’fofure
developments on a case-by-case basis,61/ providﬁng.no'clear guide]ines. We
must, however, show more than a "mere possibility that 1mjufy might occur
at some remote future time"62/ and cannot base our findings onr
uncertainties or contingencies.63/ Yet any foture events cannot be
predicted with certainty, and the question in every case wﬁ]] be how
probab]e are the changes at issue, how 1ike]y is {ojury if those cHanges
occur, and how remote are such changes likely to be Commonly, these
factors will be mutually reinforcing. For 1nstance the more remote a
change, the less probable it is apt to be. , ‘ .
In this investigation, the probability that_Sufa] wi]j expand its

capacity is quite high -- indeed, Sural is at this time actually engaged in

an expansion of its EC rod capacity, and the Venezuelan a1um1num 1ndustry

is now engaged in expanding its production of a]um1num The_expans1on

59/ 19 U.S.C. § 1677(7)(F)(i1) states: "Any determination by the Commission
under this subtitle that an industry in the United States is threatened
with material injury shall be made on the basis of ‘evidence that the threat
of material injury is real and that actual injury is imminent. Such a
determination may not be made on the basis of mere conJecture or
supposition.” .

60/ S.Rep.No. 1298, 93rd Cong., 2d Sess. 180 (1974).
61/ See, e.q. Frozen Concentrated Orange Juice from-8razil, Inv. No. 731-

TA-326 (Final), USITC Pub. 1970 (April 1987) (Add1t1onal V1ews Of
Commissioners Eckes and Lodwick), at 25, n. 91.

62/ Alberta Gas Chemical, Inc, v. United States, 515 F.Supp. 780, 791
(1981). .

63/ 1d.
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should by 1989 or 1990 -- that ié,.in a year to a year and a haif.-~
‘produce a considerably 1argef volume of EC rod for consumption at home or
for exbort. The evidence on ;he home market for Venezuelan EC rod is
slight and mixed. While arguably much of the additional EC rod production
in Venezue]a'miéh:'be exported,'the evidence summarizéd above suggests a
| probability that much of it will be, largely td the United States. In this
regard, it is important to note that thé'principa1 subsidy at issue here is
an export subsidy that during the period investiéated amounted to nearly 40
percent of the value Qf‘EC rod shipped to the United States. If such
additional . exports as are suggested byvthe purchase of cable mills in the
United States had been shipped during theAperiod of investigation, the |
price aﬁd sales éffeCts on the domestic,indﬁstry would still have been
small, as would conSeduent impact oh the domestic industry's employment
'profits,.and'so on. -These effeéfs, however, would no longer have been de
minimis and would, i believe;'materia11y injure the domestic 1ndu5try. I
believe that the likelihood of such effects occurring within the next year
~or year-and a half is sufficiently-great:as.td constitute a real and
- imminent threét of material injury. For the foregoing reasons, I determine
that an indusfry in the'United States is:threatened With ma£eria1 1hjury by

- reason of unfairly traded EC rod from Venezuela.
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DISSENTING VIEWS OF ACTING CHAIRMAN ANNE E. BRUNSDALE

Certain Electrical Conductor Aluminum Redraw Rod
From Venezuela

Inv. Nos. 701-TA-287 (Final)‘and 731-TA-378 (Final)

August 5, 1988

Based on the record in these-investigations, I find that the
domestic electrical conductor aluminum redraw rod (EC rod)
industry is not materially injured or threatened with
material injury by reason of dumped and subsidized imports
from Venezuela.l/ On the contrary, I-view the industry as
dynamic, with' a recent history of retrenchment as a result of
economic conditions having nothing to do with imports. I
therefore set out bélow in some detail my views on the
condition of the domestic industry, the impact of the
Venezuelan imports, and the potential for threat of injury by

reason of such imports.

Condition of the Domestic Industry

Our overall objective in an investigation instituted under
Title VII of the Trade Act of 1930 is to determine whether an
industry in the United States is materially injured or

threatened with material 'injury "by reason of" dumped or

1/ I concur with the majority's views regarding like product,
domestic industry, and related parties.
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subsidized imports.2/ As an initial matter, in the
"Condition of the Domestic Industry" section of its
decisions, the Commission typically discusses the factors
listed in section 771(7)(C) (iii) of the Trade Act3/ to
develop an overview of the domestic indﬁstry during the
period of investigation. This approaéh is useful because, by
analyzing these particular factors as a group, we can assess
where, if at all, the domestic industry is likely to .be
materially injured by reason of the dumped or subsidized
imports.

In this case, an assessment of the domestic industry's
condition must begin with a description of its product. EC
rod is an intermediate product between primary aluminum. and
finished aluminum wire and cable.4/ Aluminum wire and cable
is used mainly to transmit electric current over long
distances. Because aluminum wire and cable has significant

advantages over the only other economically viable metal

2/ 19 U.S.C. 1673d(b) (1) (A). The Commission may also
consider whether the establishment of an industry in the
United States has been materially retarded. I4.,
1673d(b) (1) (B). That issue is not presented in this case,:
however, and will not be considered further.

3/ 19 U.S.C. .1677(7)(C) (iii). These factors include various
production and performance indicators.

4/ EC rod is also an intermediate product between primary
aluminum and magnetic wire used in engines and other devices.
The magnetic wire producers account for approximately 10
percent of the consumption of EC rod in the United States.
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conductor of electricity (copber), there is at'present no
adequate substitute for the finished product.5/

The domestic EC rod manufacturers mostiy are integrated
producers. In addition to EC rod mills, they typically
operate aluminum smelters and/or aluminum wire and cable
production fac111t1es,_/ and a number of them also produce
other aluminum products. The value added in the production
of these other aluminum products tends to be higher than in
the production of EC rod. | - B |

During the period of electrification'ofAthe United
States, the demand for aluminum wire and cable and for the EC
rod from which it is made was strong. The electrification
process was completed in the early 1980s. 'Since then, the
demand for aluminum wire and cable has been limited to the
replacement and repair of existing equipment'and secondary
uses such as housing and construction;Z/ - -

As early as 1981, U.S. aluminum companies'began a
systematic shift from the production of EC rod and aluminum
wire and cable to the production of other aluminum

products.8/ Since then, and with greater frequency since

5/ Aluminum wire and cable have only 61 to 62 percent of the
conductivity of copper, but aluminum's lower specific gravity
makes it a much better conductor over long distances.:-Report
at A-2, A-3. ,

6/ Report at A-17 through A-22.

7/ Report at A-2-A-3, A-56-A-58.

8/ Other EC rod manufacturers ceased production. even- before
1981. Report at A-21. The 1981 date refers to-the first
shift from EC rod production by a company included in the
instant investigation. Report at A-17 (Table 2, n.2).
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1984, EC rod mills and_aluminum wire and cable production
facilities have been idled or sold. During the 1984-87
period, the production éapacity in the domestic EC rod
industry declined from 519,842 short tons to 466,920 short
tons,9/ and total apparent‘domestic consumption decreased
from 408,295 short tone tQ‘346,842 short tons;;g/ The
decline in capacity reflects the net of EC rod mill
expansions and closures during the period,11/ and the decline
in apparent consumption reflects the decrease in demand for
wire and cable.l2/ Significantly, the decline in cap&city
began before the 1985 incre;se in Venezuelan importé of'which
petitioner complaihs. |

The cause 6f the decliﬁe in producpion capacity is
clearly linked to the decrease in demand for aluminum wire
and cable. Historically, over two-fhirds of EC rod
production has béen captive production for use in wire and
cable facilities owned by the same company that operated the
rod mill. Such intracompany shipments decreased by 27
percent in volume terms from 1984 through 1987,13/ reflecting

the contraction in demand for wire and cable in the United

9/ Report at A-26.

10/ Report at A-24-A-25.

11/ Report at A-26 n.2.

12/ Report at A-25, A-27-A-28, A-56-A-59, Furthermore, the
data on the domestic shipments of aluminum wire and cable
reveal that demand for that finished product is cyclical.
Demand for wire and cable peaked in 1984. Since 1984 demand
has been in decline (at least until the first quarter of
1988) . Report at Appendix C.

13/ Report at A-27-A-28.
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States and’' the corrésponding discontinuance of wire and cable
manufacturing‘by some of:'the EC rod manufacturers.l4/ In
sharp contrast, .domestic shipments of EC rod to unrelated
purchasers increased :by 34 percent during the period.l5/
These data lead me to the conclusien that the decline in
production is related to the decrease in demand, and is not
the result of foreign.'competition in the EC rod industry.16/

The financial data relating to the EC rod industry show
a decline in most financialindicators during’l985,Afollowed
by consistent upward movement thereafter. Net sales from EC
rod operations-were”$442.4lmillion in 1984, $332.4 million in
1985, $337.8 million in 1986, and $434.9 million in-1987.17/
Gross profits and .operating income are difficult to assess
because of the predominance of intracompany transfers in the
data. When integrated producers value primary aluminum aﬁd
EC rod captive sales’at .cost, they report operating income of
nearly $14.0 million in 1984, $612,000 in- 1986, and $30.5

million in 1987, with. a $17.7 million loss in 1985.18/ But

14/ Report at A-27-A 28.

15/ Id.

16/ For this reason, I am reluctant to place great weight on
the employment figures in the EC rod industry. The number of
production and related workers fell from 209 in 1984 to 168
in 1987, and hours worked by and wages paid to production
workers correspondingly:.declined. Hourly compensation rose,
however, and unit. labor costs. increased. This employment
picture reflects a cohtracting-industry, but that contraction
is consistent with the overall view that the aluminum
industry has scaled '‘back productlon of EC rod in llght of the
decline in demand for aluminum wire and cable.

17/ Report at A-36. . = 7 :

18/ Report. at A-37 (Table 8)
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when they value primary aluminum and EC rod at market prices,
.the picture changgs entirely. Using this measure, the
industry generated profits during the four years 1984 through
1987 of $8.9 million, $17.4 million, $20.5 million, and $24.6
million, respectively.l19/

An analysis of the underlying data reveals that the
divergence between the two methods of computation is the
result not of wide fluctuations in the market price for EC
rod, but of wide fluctuations in the underlying market price
of primary aluminum.20/ These figures, because they take
into account the market prices for the input and output,
which are_the‘prices a non-integrated EC rod producer would
face, provide a'mgch:mpre accurate picture of the EC rod
industry in isolation. Overall, from that,yiewz the EC rod
industry has been consistently profitable.21/

I also note the complete lack of support within the
industry for this petition.22/ Petitioner Southwire

accounted for substantially less than half of the domestic EC

19/ Report at A-39 (Table 10).

20/ The cost of EC rod is dependent in large part on the cost
of aluminum. In fact, the cost of the aluminum accounts for
as much as 85 percent of the cost of the EC rod. Report at
A-83. The price of aluminum has seen w1de sw1ngs during the
period of 1nvest1gatlon.

21/ The aluminum wire and cable industry also has been very
profitable over this period, whether the aluminum and EC rod
inputs are measured at cost or market prices. Report at A-
43, A-44 (Tables 13 and 14). -

22/ Because I reach a negative determination, I need not
consider at this time the Commission's authority to reject a
petition for failure to meet the filing standards of 19
U.S.C. 1673a(b).
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rod produced ‘'in 1987.23/ Ohe other major EC rod producer
opposed the petition, as did a union representing aluminum
workers. No other EC rod producer'éuppOrted the petition,
even though support‘requifes only a check mark on the
Commission's questionnaire. An industry that perceives
itself to be injured logically would rally behind a petition
since such sﬁpport is essentially cost-free. Southwire
explained the industry(s.xeluctanCe by pointing to pending
business transactions involving the other domestic
manufacturers, the international ramifications of which might
make domestic produdérs leery to support the pétition. This
response, however, supports-my”principal}point that the
domestic indﬁstry is engaged in a dynamic retrenchment that
predates and has little to do with the Venezuelan imports at
issue. -Indeed,yif'the.industry perceived injury from the
Venezuelan imports and was.inclined~to"continue EC rod
production on an increased_scale, it would presumably
indicate its support for Southwire's petition.

Viewed in light of the fact§ (1) that changes in the
industry are directly attributable to the decline in supply
and demand in the United States for the product, (2) that the
decline in supply and. demand began before the surge in
imports of which the petitioner complains, and (3) that the
domeétic industry‘does nét support'the petitiqn! I am

inclined to'conciude that the domestic EC rod industry has

23/ Report at A-17.
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not suffered material injury. I am mindful, however, of the
admonition from Congress to the Commission that. the trade
laws be available to successful, prosperous industries as
well as to industries in less fortunate straits.24/ -
Moreover, the analysis of the industry's condition just
completed does not provide an indication of whether the
fortunes of the industry have been driven in part by
competition from Venezuelan imports.25/ I therefore proceed
to a specific analysis of the impact of Venezuelan imports on

the domestic industry.

Injury by Reason of Dumped and Subsidized Imports
Section 771(7) (B) of the Tariff Act of 1930 26/ sets forth a

three-part analysis for the Commission's determination of
whether a domestic industry is materially injured by reason
of dumped or subsidized. imports. The Commission is to
consider:

(i) the volume of imports of merchandise under

investigation;

(ii) the effect of such imports on prices. for like

products in the United States; and

24/ S. Rep. No. 1385, 90th Cong., 2d Sess. pt. 2 at 11
(1968); S. Rep. No. 249, 96th Cong., 1lst Sess. at 87 (1979).
25/ In a Tittle VII case, the Commission is not permitted to
weigh the causes of material injury. S. Rep. No. 249, 96th
Cong., 1lst Sess. at 57-58, 75 (1979). :

26/ 19 U.S.C. 1677(7) (B).
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(iii) the 1mpact of 1mports of such merchandlse on the

domestic producers offlike products 27/
While I considered'aboVe‘the condition of the domestic
industry and drew certain conclusions from that analysis, I
was unable to conclude from that analy51s that the domestic
1ndustry was or was not materially 1njured by reason of the
dumped and sub51dized{1mports from Venezuela. In particular,
I could not tell from the condition of the domestic industry
alone the 1mpact of the Venezuelan 1mports on the domestic EC
rod producers, the effect those 1mports might have had on the
domestic price of EC rod and the relationship of those
findings to the volume of 1mports under 1nvest1gation. In
short, I have not ascertalned from an analys1s of the state
of the industry whether a causal connection existed between
the imports and the current&state of the industry that might
amount to material injury.’ ‘ |

Several methods'might be useditoievaluate the causal
connection between the'dumped and subsidised imports under
investigation-and the state of the industry. The Commission
could evaluate the three statutory factors -- volume of
imports, price ofalike'products, and state of the industry -
to see whether the three faCtorsdcorrelate in.any particular
way. This method is,. however, . highly problematic.- The

result is based primarlly on c1rcumstant1al ev1dence, i.e.,

the assumption that_because certain conditions_exist (the

27/ Id.
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factors correlate), certain propoeitions must be_true (the
industry has or has not been material;y injured by reason of
the imports) .28/ hs with ali citcumstantial evidence,
however, it excludes other possibilities on the basis of
assumptions, and not on the basis of logic. jIn a Title VII
case, the possible explanatlons for the state of an 1ndustry
are so numerous, and the probablllty that any one of the
explanations pertalns is usually suff1c1ently hlgh that in
my view such assumptlons are ordinarily 1mp0851b1e. These
problems are magnified 1n the typ1ca1 Tltle VII case where no
absolute correlation of the factors appears.

On the other extreme, the Cemmission could undertake.a
detailed, transaction-by;transaction statistical analysis of'
the industry to quantify exactly the impact of the‘imports on
the domestic industry. Such an ana1y51s is not feasible in
most cases, given the number of actors in a glven industry,
the number of transactions over the period of ;nvestlgatlon,

and the time constraints under which the Commission

operates.29/ Even if such a procedure were practically

28/ Black's Law Dictionary (5th'ed. 1979) at 221 defines’
"circumstantial evidence" as: "The proof of various facts or
circumstances which usually attend the main fact in dispute,
and therefore tend to prove its existence, or to sustain by
their consistency the hypothesis claimed. ©Or as otherwise
defined, it consists in reasoning from facts which are known
or proved to establish such as are conjectured to exist."
29/ Such an analysis may be possible in the rare case in
which the industry has few actors and the number of
transactions during the period of investigation is relatively
small. See, e.g., Electrolytic Manganese Dioxide from Japan,
Ireland and Greece, Inv. Nos. 731-TA-406 - 408 (Preliminary)
(continued...)
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possible, the Commission still might be unable to quantify
the net impact of the imports on the domestic industry.

As I have outlined in other cases, I am convinced that
the solution to this problem is to use the well-recognized
tools of economics.30/ Economic analysis allows one to gauge
with reasonable certainty, using the information gathered -
during the Commission's investigation, the reactions of
producers and consumers of the product under investigation to
the changing conditions in the marketplace brought about by
the dumped or subsidized imports. This type of analysis, now
known as elasticity analysis, presents a framework within
which one can assess the causal (as opposed to coincidental)
relationship between the trends in the marketplace. By using
economic analysis, one can determine directly whether the
imports in question affected the domestic industry and
whether that effect constitutes material injury.

Of course, this method of analysis requires the

Commission to make judgments relating to the Iikely‘effect of

29/(...continued) . - .
(Additional Views of Vice Chairman Brunsdale, Commissioner
Liebeler, and Commissioner Cass), USITC Pub.. 2097, (1988):
Offshore Platform Jackets and Piles from the Republic of
Korea and Japan, Inv. No. 701-TA-248, USITC Pub. 1848 (1986).
30/ I have described this approach in several recent cases:
Cold-Rolled Carbon Steel Plates and Sheets from Argentina,
Inv. No. 731~-TA-175 (Final) (Views of Vice Chairman
Brunsdale), USITC Pub. 2089 (1988); Internal Combustion
Engine Forklift Trucks from Japan, Inv. No. 731-TA~377
(Final) (Views of Vice Chairman Brunsdale), USITC Pub. 2082
(1988) ; Color Picture Tubes from Canada, Japan, the Republic
of Korea, and Singapore, Inv. No. 731-TA-367-370 (Final)
(Views of Vice Chairman Brunsdale), USITC Pub. 2046.(1987).
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changes in the marketplace for a given product as a result of
changes in imports. That is not a criticism pf the economic
approach, however, since making_that judgmept is our
principal role in a Title VII case. By using economic
analysis_;o assess causation, .the Commission can focus the
attention of the parties and‘the Commission investigative
staff on the issugs that are relevant to the critical fact.
Then, as finder of that_faqt, the Commission can make a
reasoned judgﬁent concerning the extent to which the imports
at issge have caused material injury, if at all.

As IAdiscuss‘below, the use of economic analysis in tﬁis
case leads me to conclude that the domestic industry has not
been materially injured by réason of the dumped and
subsidized impprts‘of EC rod from Venezuela.

The Impact of Imgorts én Domeé;ic Sales

The evidence in this cése indicates that Venezuelan imports
had little or no impact on the domestic producers' volume of
shipments. Market penetration of Venezuelan imports during
the four years 1984 through 1987 was 7 percent in 1984, 15
percent in 1985 and»1986, and 12 percent in'1987.31/ As
these figures indicate, Véﬁezuelan'iﬁports surged in 1985'A
even though appa:ent'domestic consumption declined. More
recently, however, in 1986 and 1987, import penetratipn

lagged well behind the changes in apparent consumption. 1In

31/ Report at A-54-A-55.




47
fact, in 1987, apparent consumption rose slightly while
Venezuelan imports declined by 20 percent and imports overall
declined by 12 percent.32/

The critical issue then is whether, in the face of a
decline in domestiqqunsumption, the surge in imports was at
the expense of the domestic industry. Three facts lead me to
conclude that this was . not the case. First, the.decline in
apparent consumption was‘mainly a decline in captive
consumption. Second, commercial sales increased drgmaﬁically
during the period of investigation. Third, the producers of
EC rod were in large measure responsible for the sufge in_ |
imports. In sum, domestic EC rod producers cut back on
their own production and divided any market purchases they
made between domestic producers and imports; when their
captive production could not meet their wire and cable
production needs, they pufchased rod on the commercial
market, including a substantial portion of thevimports at
issue in this case.33/ Thus, factors other than the
Venezuelan imports were responsible for the state of the
industry.

Economic analysis confirﬁs this preliminary conclusion.
In partiduiar, an analysié of the elasticity of substitution
between domestic and foreign EC rod reveals the extent to

which the decision to purchase Venezuelan imports was the

32/ Report at A-55 (Table 21).
33/ Compare Report at A-30 (Table 6) with id. at A-55 (Table
21). See also id. at A-57-A-58.
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result of the dumped and subsidized price or other factors.
If the ‘elasticity of substitution is high -~ that is, if the
products are nearly homogeneous in the eYes of domestic
purchasers -- then the imported Venezuelan product at the
dumped and subsidized price has presumably displaced domestic
sales opportunities and, thus, is' likely a cause of ‘injury to
the domestic industry." If the elésfiéiffibf:éUbstitutiohlis
low because ‘domestic purchasers do not view the imported
product and the domestic product as Substahtially identicél,
then the “imported Venezuelan product is not a cause of injury
to thé domestic industry.

THe “Commission staff has estimated the eiasticity of
substitution between Venezuelan and domestic EC rod to be
moderate, between 1 and 3 in numefiéal'terms.gg/ Althéﬁgh..
the parties apparently agree that domestic and Venezuelan EC
rod have the same physical characteristics and that both‘éré
adequate for the production of aluminum wire and cable,§§/.
other facts tend to indicate a low elaéticity of
substitution:

o Shipments of ‘EC rod from Veénezuela have been érratic,
with many shipments delayed and/or damaged.36/

© Buy-American requirements or preferences of public
"utilities and other substantial governmental purchasers
of EC rod and aluminum wire and cable have guaranteed a

34/ In mathematical terms, this means that a 1 percent change
in the relative price of the imported and domestic product
will result in a 1 -to 3 percent shift in the demand for one
product relative to the other.

35/ Report at A-69-A-70.

36/ Report at A-70.



49

preference for the domestic product among certain-
purchasers.37/

o Purchasers of EC rod, in an effort to ensure adequate
and secure lines of supply in a rapidly changing
marketplace, purchase EC rod from a number of different
sources regardless of differences in price.38/

In light of the relatively consistent level of Venezuelan
imports over the past three years, the increase in domestic
commercial shipments, and the information developed by the
staff regarding the spread of purchases among domestic and
foreign EC rod producers, I conclude that the elasticity of
substitution between EC rod from Venezuela and the United
 States is at the low end of the range suggested by the
Commission staff.

In other words, domestic purchasers of EC rod make their
purchasing decisions in large measure based on factors other
than the price of the competing products. Therefore, the
purchases of EC rod from Venezue;a at the dumped and
subsidized price did not have the tendency ‘to diSplace
purchases from the domestic industry. The domeStic;industry
is not suffering material injury on the basis of,diSplaced

sales.

Price Effect of the Dumped and Subsidized Imports

Even if domestic sales have not been displaced by the

imported EC rod from Venezuela, the domestic industry still

37/ Report at A-14.
38/ Report at A-73-A-74.
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might be injured if the Venezuelan imports have had the
effect of depressing or suppressing the price of the domestic
product. On balance, I conclude that the Venezuelan imports
have had no significant effeét on the price of the domestic
product.

The evidence of price undercutting in this record, to
the extent that it indicates anything,39/ shows that the
price of the Venezuelan EC rod was less than the domestic
product in only five of the nine quarters for which figures
are available. In the other four quarters, the Venezuelan
product was significantly more expensive within the terms of
the comparison.40/ I find this evidence inconclusive.

Economic analysis provides a somewhat more substantial
picture of the industry. As a preliminary matter, I note

that the market penetration of the Venezuelan imports was

39/ The price data collected in this investigation does not
admit of easy comparison between the domestic and foreign
product. The domestic product is often sold through year-
long supply contracts or "evergreen" contracts, which are
informal agreements to sell at a certain price until one or
both of the parties withdraws. Importers of Venezuelan EC
rod tend to make their purchases on the spot market. Nothing
in the record indicates that the prices reflect head-to-head
competition for particular contracts, even for EC rod
purchased for captive consumption. Even assuming that
domestic and Venezuelan EC rod are physically identical in
all cases, without knowing the terms of sale and the
quantities ordered, price comparisons reveal little about the
state of the industry especially in an industry such as this
in which non-price factors play a key role in purchase
decisions. .

40/ Report at A-69 (Table 25). This evidence relates to
.375-inch EC rod, the most popular product and the only
product for which the Commission could develop a series of
price comparisons.
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never very greit; increasing from 7 to isipefcenf;in 1985 and
holding relatively steady thereafter. The level of import
penetration is important because smaller price effects will
have aflargéf“ihpact*bn'thefddméStic industry as the market
penetration- 1ncreases 41/ In this case, significent evidence
of priceﬁsuppfessioﬁ'or depressicn would be necessary to
conclude~that'the:dcmestic7indus£fy is iﬁ'faCt'suffefiﬁg"
material” 1njury. | | o

The economic’ analys1s of the prlce effect of 1mports
focuses ih its search for 1njury ‘on the elast1c1ty of
domestic supply; If supply is very elastlc, then any
downward'pfessure'oﬁ“dﬁﬁésﬁiciﬁfices brought:abouf by the
subject iﬁports will bé small.42/ The reverse ?eietiohship
also holds' -- that is, if Supply is inélastic, any price
pressure feSulfing’f%oﬁ‘thefsubject imports wili be -
relatively larger. S

A critical factor in the evaluation of supply elasticity
is the capacity utilizatidoh’ rate in‘the'doﬁestic"ihdustfyz
If excess capec};y_exisgs{ pfOQchrs easilyacan.respond to
changes ih tﬁe.vclpme of dumped and subsidized iﬁpcrts by

changing their level of production, thereby:negating any

41/ In Certain All-Terrain Vehicles from Japan, Inv. No. 731-
TA-388 (Prellmlnary), USITC Pub. 2071 at 32-33 (1988), then-
Chairman Liebeler and I likened this analysis to a ripple in
a pond, which might mean little to a wading elephant but
which would be highly significant to a drowning mouse.

42/ For a broader discussion of supply elasticities, see
Internal Combustion Engine_ Forklift Trucks from Japan, Inv.
No. 731-TA-377 (Final), USITC Pub. 2082 at 78-80 (1982).
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price effects from the foreign imports. Ifrdomestic industry
is opérating at'peak capacity, thewprice effectg of the
imports will be much more pronouﬁced. o

During fhe four-year period 1984 througpl1987,'capacity
utilizatioﬁ in the domestic EC rod industry was relatively
.low, in the range of 56 to 70 percent. This fact indicates
that domestic producers had the ready capgqitf to_respond to
changes in éhe voluﬁe of EC rod imports, t@e;ghy minimizing
the price effect of the imports on'thg igdust;y, - Moreover,
the record inaicates that this eventuality aqtua;ly occurred.
In late i987 and early 1988, impqrts of Vgnezuelan‘EC\rod
decreased. Production in the United States increased. The
record indicates that'the price of EC rod has“rgmained
relaﬁively stable throughout this period.g;/_;I\Fheregore
conclude that the EC rod imports from Venezuela had no

material effect on the price of EC rod.

The Threat of Material Injury by Reason of the Venezuelan
Imports - ) C S

Petitioner bases its case on the possibility of threat from
future Venezuelan imports principally on the proéram'uﬁderway
in Venezuela to increase production of raw alumindm,‘expand
capacity to produce EC rod, and establisﬁ a distribution

system (including wire and ¢able manufécturing capability) in

43/ Report at A-66 (Figure 2).
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the United States.44/ The expansion effort hinges in large
part to an increase in-smelting capacity in Venezuela.45/
Even if I were to conclude that the Venezuelans had the will
and capability to effectuate this effort, I do not believe
that a‘'country's long-term industrial goals can constitute a
threat as defined .in the Trade Act. That statute mandates an
affirmative determination of threat of material injury only
if there is "eﬁidence that the threat of material injury is

real ‘and that actual injury is imminent."46/ Because I see

44/ Because Petitioner relies chiefly on this argument, I do
not .write separately on each of the separate factors
enumerated in 19 U.S.C. 1677(7)(F). I have considered each
of them, however, and find that they do not establish
evidence of a threat. 'But I would note that the existence
beglnnlng in 1987 of small inventories of Venezuelan EC rod
in the United States is easily explained by a phenomenon that
Petitioner itself noted, to wit, a surge in imports in
October 1987 (before the 1mp051tlon of the bond requirement
under 19 U.S.C. 1673b(d)(2)) and in February 1987 (after the
removal of the bond requirement). The surge in imports
logically resulted in an extension of the time necessary for
the domestic consumers of Venezuelan EC rod to absorb the
imports. I do not view these small inventories to be
indicative of a threat. Similarly, the remaining factors
enumerated in Section 1677(7) (F) are either nonexistent or
indicative of phenomena other than threat.

45/ Venezuela also has sought to increase its EC rod milling
capacity. However, during the period of our investigation
the Venezuelan industry has operated at a fairly low capacity
utilization rate, below 70 percent on average. Report at A-
17 (Table 1). The fact that the Venezuelans might now
increase their EC rod milling capacity does not seem to me to
support an affirmative threat determination when they could
presumably have devoted their current capacity to increased
exports if the market were available. The low capacity
-utilization rate indicates to me that, as the Report
suggests, the Venezuelan EC rod mills do not have sufficient
primary aluminum to operate at peak capacity. I therefore -
focus on the potential increase in the availability of
primary aluminum as the key to any threat from’ Venezuelan
imports.

46/ 19 U.S.C. 1677(7) (F) (ii).
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no indication that actual injury is imminent as a result of
Venezuela's industrial planning, I reach a negative
determination on threat.
The Court of International Trade addressed this,very

issue in Alberta Gas Chemical, Inc. v. United States.47/ 1In

that case the Court reviewed the Commission's affirmative
determination on the threat of material injury in Methyl
Alcohol from Canada,48/ which determination was based on a
finding'that the foreign producer had plans to increase its

capacity. The Commission majority in Methyl Alcohol noted

that the>foreign producer had received goverhmental approval
to build new facilities, that the outcome of the Commission's
investigation would likely be a factor in the decision to
expand, and that the additional Supply generated by thelnew
facilities had the potential to flood the domestic market.49/
The Court, however, agreed with the dissenting Commissioners,
who concluded that the threat of material injury was not
"real and imminent" because the foreign producers were
producing at 100 percent capacity, all of the foreign
production was committed under existing contract, and
expansion of production facilities would not occur in the
near future.50/ The Court therefore concluded that the

record revealed "a mere possibility that injury might occur

F<S

47/ 515 F. Supp 780 (CIT 1981).

48/ Inv. No. AAl1921-202, USITC Pub. 986 (1979).
49/ 515 F. Supp. at 790. ' :

50/ Id. at 791.

OV [ |
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at some remote future time," but did not support the
conclusion that the injury was imminent.51/

The record,in tnis case_is no different in any material
respect from the“Commiseion record before the Court in
Alberta Gas. gnerprgdggtdpneof EC rod in Venezuela is
limited by the ayailanility“pf:primary aluminum to Venezuelan
rod producers. ine‘Venezuelan government has announced plans
to increase smelting capacity and hence the availability of
primary aluminum. However, almost all of the primary
aluminum that is expected to be available in Venezuela
through i993 is committedlnnder existing eontracts; No
substantial increases are expected before the mid-~1990s, even
if Venezuela's plans to increase capacity proceed as
planned.52/ 1In short, wnile,I;concede the possibility that
Venezuelan exports of EC_rodlto the United States might
increase in;tne‘future, I do not see how that eventuality
satlsfles the "real and 1mm1nent" criterion, particularly in

light of the Court's de0151on in Alberta Gas.

I am mlndful of Petltloner s contentlon that the threat
of injury is rendered more 1mm1nent by the recent decision of

the European Communltles to impose antldumplng dutles on

51/ Id. at 791 (empha51s in orlglnal)

52/ One smelter, in which expansion is already underway, will
expand capacity substantlally through 1993; however, this
smelter already has commltments for almost all of its
anticipated 1993 prodiction. Report at A-13. Another
project that is a possible source of primary aluminum in the
relatively short term is only at the letter of intent stage,
with aluminum production not expected for at least three-and-
a-half years. 1Id. at A-14.
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Venezuelan EC rod. Petitioner has not, however, supported
its argument with the facts necessary.to substantiate its
contention, e.qg., the amount of EC rod shipped from Venezuela
to the Comﬁunities, the likely effect of the duty on European
consumption of Venezuelan EC rod, et cetera. Petitioner's
supposition is, by law, insufficient to support &n
affirmative détermination.gg/ Moreover, ‘the supposition is
equallyuééfdnévthat the demand for EC rod in Venezuela itself
and inLAndés Pact countries now undéfgéing substantial
electrification could diminish the likelihood of material |
injury froﬁ an increase in Venezuelan pfoductidn or the
diversion of EC rod from Europe to the United States.54/ On
this'record;Afhé evidénce doeé not raise Petitioner's
arguments from suppositions to real and imminent dangers.

In the matter of data on foreign markets and world
markets for the products that are the subject of Commission
investiéaﬁidns, I‘note that as a general rule the records the
Commission and pérties create negledt to include information
on the market for the product outside the United States and
the ﬁeépdndents"countries. I have long felt that such data
would be useful to the Commission's efforts to reach fully
informedndetefminations. In parﬁicular, the Commission's

threat determinations would be immeasurably enhanced if we

53/ See 19 U.S.C. 1677(7) (F) (ii) (An affirmative
determination regarding threat "may not be made on the basis
of mere conjecture or supposition"). '

54/ Report at.A-15.
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were provided with some information on the state of thé world
beyond our shores. . In this case, on the record before the
Commission, I conclude that the possibility of injury in the
future has not been demonstrated to be "real and imminent."
For the foregoing reaéons, I reach a negative
determination on material injury and the threat of material

injury in this case.
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- DISSENTING VIEHS OF COMMISSIONER SUSAN W. LIEBELER

S .k

Certa1n E]ectr1ca1 Conductor A1um1num Redraw Rod
: - - From-Venezuela .. fet :

Inv. Nos. 701-TA-287 (Final) anqb731;rA537aﬁ(qua1g
" August .5;: 1988

B3 determﬁne*that.import51ofaeiec@ficai~conductor~a1qminum.redbawhrod_
have not caused or threatened material injury to the domestic industry. I
Jjoin with the Commiseion in its definition of the 1ike}product and the
domesfic‘industry. I concur with Vice Chairman Brunsdale in her discussion
of Why the domestic electrical condUctbr a1umihum redraw rod industry is
neither mater1a11y injured nor threatened with material 1hjury by reason of
dumped qhd subsidized imports from Venezuela, and offer these additional
views on this matter.

The Commissioh‘is directed by statute to determine whether or not a
domest1e~industry is threétened with material injury. -To conduct this
task, the Commission.is directed to examine a number of factors, including
"any substantial increase in inventories of the merchandise in the United
States."1l/

“In this case petitioner argues that:2/ |

The Commission considers an inventory overhang to.be evidence of the

threat of material injury. Such a buildup of importers' inventory of

Venezuelan rod is apparent in this case. In the first quarter 1988

that inventory was twice its 1987 level. When that supply actually

enters the market it will obviously have an adverse impact on

domestic producers’ prices or shipments, or both.

It is true, as noted during the hearing,3/ that inventory levels of redraw

1/19 U.S.C. Sec. 1677(7)(F)(i).
2/Petitioner's Post-hearing Brwef at 10 (footnote omitted).
3/Transcript at 165-166.



60 .

rod from Venezuela have increased between the end of 1987 and the end of
the first quarter of 1988. Hoﬁeygr.‘the absolute levels of both
inventories afe!smai] in comparisonAto domestié coﬁsumpti@h. and if they
were to belliqﬁidated. theyAarertob'small'to havé a matéfial effect on
domestic prices or production,

Accordingly, I conclude that'the domestic industry is not threatened by

material injury by unfairly traded imports of aluminum redraw-rod from Venezuel:



INFORMATION OBTAINED IN THE.INVESTIGATIONS
Introduction

On July 14, 1987, counsel for Southwire Co., Carrollton, GA, filed
antidumping and countervailing duty petitions with the U.S. International
‘'Trade Commission (Commission) and the U.S. Department of Commerce (Commerce).
The petitions allege that an industry in the United States is materially
injured or threatened with material injury by reason of imports of electrical
conductor aluminum redraw rod 1/ from Venezuela that are alleged to be
subsidized by the Government of Venezuela and sold in the United States at
less than fair value (LTFV).  Accordingly, effective July 14, 1987, the
Commission instituted investigations Nos. 701-TA-287 (Preliminary) and
731-TA-378 (Preliminary) under the provisions of the Tariff Act of 1930; based
on these investigations the Commission made affirmative preliminary
determinations (52 F.R. 33300, Sept. 2, 1987). 2/

Commerce found in its preliminary determination that imports of certain
electrical conductor aluminum redraw rod from Venezuela are subsidized by the
Government of Venezuela (52 F.R. 38113, Oct. 14, 1987). Based upon the .
request of the petitioner, Commerce extended the deadline date for the final -
subsidy determination to correspond to the date of the final antidumping duty
determination on the same product (52 F.R. 42703, Nov. 6, 1987). The
Commission instituted final countervailing duty investigation No. 701-TA-287
(Final) but, because of the extension by Commerce, did not schedule a public
hearing in connection therewith at the time of 1nst1tut10n (52 F.R. 43404,

Nov. 12, 1987).

Commerce also preliminarily determined that imports of the same aluminum
redraw rod from Venezuela are being sold in the United States at LTFV within
the meaning of section 731 of the act (19 U.S.C. § 1673)(53 F.R. 3614, Feb. 8,
1988). Based upon the request of Sural, a respondent-exporter accounting for a
significant proportion of exports of the merchandise under investigation,
Commerce postponed the final antidumping and subsidy determinations until not
later than June 22, 1988 (53 F.R. 9675, Mar. 24, 1988), The Commission
instituted final antidumping investigation No. 731-TA-378 (Final) and
scheduled a public hearing, on June 23, 1988, in connection with both the
final countervailing duty and the final antidumping investigations.

1/ For purposes of these investigations, the term "electrical conductor
aluminum redraw rod” refers to wrought rods of aluminum that are electrically
conductive and contain not less than 99 percent aluminum by weight, provided
for in item 618.15 of the Tariff Schedules of the United States (TSUS). This
product may also be referred to elsewhere in this report and elsewhere in the
record as the “"subject product,” "aluminum rod,” "redraw rod,"” "EC rod”
(Electr1cal Conductor rod), or "ECARR” (Electrical Conductor Aluminum Redraw
Rod).

2/ Copies of the: Comm1531on s and Commerce’s Federal Register notices appear
in app. A.
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Notice of the public hearing 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 April 20, 1988 (53
F.R. 12997). The hearing was held in the -Commission’s hearing room on June
23, 1988, at which time all interested parties were afforded the opportunity
to present information for consideration by the Commission. 1/

On June 30, 1988, the Department of Commerce made a final affirmative
determination with respect to sales at LTFV and instructed the U.S. Customs
Service to continue to suspend liquidation of entries of the subject product
from Venezuela (53 F.R. 24755). Also on June 30, 1988, the Department of
Commerce made a final affirmative countervailing duty determination with
respect to the subject aluminum rod from Venezuela (53 F.R. 24763).

The Product

Description and uses

The product under investigation, electrical conductor (EC) aluminum
redraw rod, is a solid round product that is long in relation to cross
section; 0.375 inch or greater in diameter; produced by continuous casting
followed by size rolling, or by rolling from EC-cast ingot; and is suitable
for drawing into electrical conductor wire. 2/ Nearly all EC rod is
manufactured from EC alloy with a 99.45 percent or higher aluminum content and
traces of other constituents such as copper, magnesium, manganese, and
titanium. Aluminum rod for electrical conductor purposes must have an
electrical conductivity specification of 61 to 62 percent of equivalent size
copper conductor. 3/ The imported and domestic products are generally
interchangeable for specified uses, with product distinctions apparent in the
purity of the aluminum alloy used for producing aluminum rod. However, higher
purity is not necessarily of benefit to a manufacturer if customer
specifications, such as tensile strength and conduct1v1ty, can be met with a
lower purity alloy at a lower cost. 4/

1/ Lists of witnesses that appeared at the Staff Conference, during the
preliminary investigations, and at the public hearing, during the final
investigation, are presented in app. B. ‘

2/ Aluminum Statistical Review for 1985, The Aluminum Association, 1986.

3/ Rhea Berk et al., "Aluminum: Profile of the Industry,” Metals Week, 1982.
4/ Transcript of conference held in connection with investigations Nos.
701-TA-287 and 731-TA-378 (Preliminary), (conference transcript), p. 42.
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EC rod is an intermediate product that is generally drawn into bare EC
wire, which is then stranded -together around a steel or aluminum core to form
bare aluminum stranded cable produced as an all-aluminum alloy conductor
(AAAC), all-aluminum conductor (AAC), aluminum conductor steel reinforced
(ACSR), or aluminum conductor alloy reinforced (ACAR). The numerous types of
cable are designed to meet. certain specifications for corrosion resistance and
strength-to-weight ratios, sag characteristics, and ampacity. The cable is
principally used in primary and secondary transmission lines, nearly 100
percent of which.are aluminum, to distribute low- and high-voltage electrical
power generated by utilities. Since the United States is essentially
electrified, cable replacement for large transm1551on prOJects has become an
important market 1/ ot ‘

Other secondary applications of EC rod are for use in electrical wire for
households or other buildings, and wiré that generates an electromagnetic
force in electrical motors, solenoids, and other electromechanical devices.
Although EC rod can also be used in limited mechanical ‘applications such as
fencing, screening, and screw machine stock, these are generally considered
uneconomical uses of the product since mechanical aluminum rod is specifically
designed for these applications; mechanical rod is composed of certain alloys
that- provide the higher strength-and flexibility required for this market. 2/
However, mechanical rod cannot 'generally be used as a substitute for EC rod in
the electrical conductor market since its metallurg1cal comp031t10n (often
scrap metal):is not sultable to conduct1v1ty 3/

Copper is the only other metal that is effectlve as an electrlcal
conductor. Although aluminum has an electrical conductivity specification
only 61 to 62 percent of the International Annealed Copper Standard, its lower
specific gravity (less than one-third that of copper) enables aluminum to
conduct nearly twice as much- electricity (or for twice the distance) as copper
of equal weight. Therefore, all power transmission lines utilize aluminum
cable; the weight of copper prohibits its use in overhead utility
applications. 4/ However, copper is usable in the housing and building
electrical wiring market, because the welght of the-wiring is not a factor in
such applications. Sl

Manufacturing processes.. '

Many domestic rod manufacturers are vertically integrated from the
smelting of raw materials :to the production of rod, and some also strand wire
into cable.  Continuous casting is the most commonly used process to
manufacture aluminum rod, primarily because of its energy and production
efficiency. The introduction of continuous casting, in the 1960's, was the
last major change in the technology of aluminum rod production. ’

1/ Ibid., p. 31. .. : : S o o .
2/ Ibid., p. 30. | . o S : : ‘ - ~
3/ Ibid., p. 132. Also see postconference brlef on behalf of the Venezuelan
industry, Aug. 12, 1987, exhibit 1, p. 30. -
Q/_Conference.transcrlpt, p. 36.
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Molten aluminum is used. for continuous cast rod manufacturing. The
molten aluminum is produced in smelters where alumina (aluminum. oxide, a.white
powder refined from bauxite) is placed in a covered container (pot) that is
approximately 6 feet wide and 50 feet long. Very high direct electric current
is connected to the pot through carbon anodes. The current melts the alumina,
the oxygen from the alumina forms carbon dioxide with the consumable carbon
anodes, and the pure, molten aluminum settles to the bottom of the.pot.. It is
periodically suctioned out of.the pot into ladles. Eighty to 90 of these pots
are placed in line in a single building and are connected electrically in
series; the building is 1,750-2,000 feet long. Two such adjacent buildings
constitute one "potline.” Each pot in the potline produces aluminum
independently. Any number of pots may stop smelting without affecting the
operation of the balance of the pots in the potline. Alumina and electrical
energy are the two major components of.aluminum production; each represents
approximately one-third of the end product’s cost.

The molten hot metal is transferred in large containers, ladles, holding
5 tons (10,000 pounds) of molten aluminum each, from the aluminum smelter,
i.e. the potlines, to the rod mill, which is usually located adjacent to.a
smelter. Locating the rod mill near the smelter eliminates. the transportation
and inventory costs associated with supplying a rod mill with aluminum ingot
shipments (cold metal). 1/ The molten metal is poured into the holding
furnace of the rod mill’'s continuous caster. The holding furnace is fired by
natural gas and keeps the aluminum in a molten state while the, required-
elements are added to the aluminum to produce the specified redraw rod. From
the holding furnace the molten metal is poured into a groove (generally 4-7
inches wide and 3-6 inches deep) in the outer perimeter of a large rotating
wheel, the casting wheel. .The walls of its groove are cooled with water. An
endless steel belt also rotates with the. casting wheel. Rollers position the
steel belt to meet the groove of.the casting wheel and to rotate with the
wheel for about three quarters of one full turn, effectively closing -the
groove of the casting wheel. The molten metal is poured therein. and
solidifies as the cooling water reduces its temperature below the melting:
point. When.the steel belt rolls away from the. casting wheel the solidified
aluminum bar is peeled out of the groove and directed toward and into- the
rolling mill, which is positioned within a few feet of the continuous caster.
The bar is reduced in size by being drawn and pushed through 12 to 20 sets of
rollers, called dies or strands. As the cross-section of the bar is reduced
the speed with which it travels through the rollers increases. When the bar
enters the rod mill its speed is about 1/3 mile per hour; when it exits the
mill the rod moves at over 20 miles per hour. The rod-is coiled onto large
spools; when the spools contain 5,000-6,000 pounds .of rod they are, removed
from the rod mill area to the warehouse and the manufacturing of the subject
rod is completed. Samples of the molten metal, .as well as of the finished
rod, are taken during the process and analyzed in adjacent laboratories. The
cost of electricity is not a major factor in casting and rolling rod. 2/

1/ Ibid., p. 7. The importance of these cost savings can be attributed to the
low value added in aluminum rod production--10 percent or less of its total
cost--and the 51gn1f1cant proportion of its cost attrlbutable to prlmary
aluminum.

2/ Plant visit, Noranda, May 6, 1988
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Without a smelter near the rod mill, hot molten metal obviously cannot be
supplied for continuous casting for rod manufacturing. Alternatively, cold
metal, typically bars, about 6 by 6 inches in cross section and 20-25 feet in
length, can also supply a rod mill. At the rod mill the bars are reheated to
be pliable enough so they can be rolled through reducing mills and finally
through the rod mill to produce the aluminum rod. One of the U.S. rod
producers, Alcan, is such a stand-alone rod manufacturer. Alcan’s
Williamsport, PA, facility purchases aluminum bar from the parent company’s
Canadian smelters to be used as rolling stock. 1/

The rod is used to manufacture wire and cable. After the aluminum is
drawn into rod at the rod mill, it is again drawn through another series of
reducing stations (hence the term "redraw”) to decrease its cross-sectional
dimension and increase its length. 2/ Wire is stranded together to form
cable, which is the largest outlet for aluminum wire. Wire 'is generally
stranded around one central or core wire, thereby increasing the cable’s size
as more wires are concentrically stranded around the core. Wire, and
particularly cable, are higher value-added products than rod because of the
complexity of additional production operations performed on wire and cable and
their manufacture to individual customer specifications.

According to a U.S. rod mill manufacturer, a rod mill designed to produce
EC rod cannot easily be converted to mechanical rod production because its
.rolling mills are not able to apply the force necessary to roll the harder
mechanical rod alloys, which contain a higher level of magnesium for increased
strength. However, a mechanical rod mill could be adapted to produce EC rod
since its alloys are easier to roll. 3/ Although several domestic EC rod
mills reported producing small quantities of mechanical rod at one time or
another during the period under investigation, sometimes for experimentation
purposes, only one mill * * * has been designed and built to be able to
produce both mechanical and EC rod. ThHe other U.S. rod mills that produce EC
rod would require extensive alterations and investment to produce mechanical
aluminum rod. The alteration of ‘an EC aluminum rod production line to a
mechanical rod only or dual production line may require the replacement of the
caster to cast different size bar, and the replacement in the rolling mill of
draw bench motors, dies, and rollers with those of greater strength to attain
a higher degree of torque to make the mechanical rod. To produce copper rod,
all equipment: involved would have to be replaced, because copper’s melting
point is around 2,000 degrees F, whereas aluminum rod is cast at about 1,200
degrees Fahrenheit. In addition, the hardness of copper is greater than that
of aluminum. Operationally, shifting between EC rod and other rod in the
continuous casting process generally requires flushing the molten metal from
the holding furnace, because the metallurgical composition of the rods are
different. While the holding furnace is being flushed the rod cast is neither
EC rod nor mechanical rod; it can only be used as deoxidizing rod for steel
production. }

1/ Postconference brief on behalf of the Venezuelan industry, Aug. 12, 1987,
p. 7. ‘ '

2/ The Aluminum Association defines wire ds a solid wrought product that is
long in relation to its cross section; square, round, rectangular, hexagonal,
or octagonal in shape; and whose diameter or greatest perpendicular distance
between parallel faces (except for flattened wire) is less than 0.375 inch.
3/ Conversation with official.from * * *, Aug. 11, 1987. '
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* % *  The market for non-EC rod is only a fraction of the market for EC
rod; average annual alloyed rod sales during 1984-87 were 17,250 tons, or less
than 5 percent of the average apparent consumption of EC rod during that
period.

U.S. tariff treatment

U.S. imports of the EC aluminum rod covered by these investigations are
classified in item 618.15 of the Tariff Schedules of the United States
(TSUS). Although this tariff category encompasses aluminum rod other than the
electrical-conductor type subject to the investigations, petitioner believes
that "substantially all, if not all, aluminum rod imported from Venezuela in
recent years is intended for use, and used, in electrical applications." 1/
Imports from Venezuela classified in TSUS item 618.15 are currently assessed a
most-favored-nation (MFN) (col. 1) rate of duty of 2.6 percent ad valorem. 2/

Nature and Extent of Unfair Imports

In its final determination Commerce found that imports of aluminum rod
from Venezuela are being subsidized by the Government of Venezuela and,
additionally, are being sold in the United States at LTFV. The final
countervailing duty rate for duty deposit purposes is 38.40 percent ad
valorem, and the final LTFV margin is 5.80 percent for all exporters.

Subsidized imports

The petition specified 16 programs that were believed to confer
subsidies, bounties, or grants on exports of aluminum rod from Venezuela. The
petitioner believed that a full investigation of subsidy programs would reveal
a net subsidy well in excess of 70 percent. 3/ Commerce sent questionnaires
to and received responses from the three exporters of Venezuelan rod to the
United States, Sural, Cabelum, and Iconel, as well as from two suppliers of
primary aluminum to the rod manufacturers, Alcasa and Venalum. Commerce'’s
investigation covered calendar year 1986.

1/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, p. 5.

2/ Of the major exporters of the subject rod to the United States, Venezuela,
Argentina, and Brazil were qualified for duty-free entry of the subject rod
into the United States under the Generalized System of Preferences (GSP).
Petitioner filed a petition with the Office of the United States Trade
Representative on June 1, 1987, séeking withdrawal of duty-free treatment
under the GSP for the subject aluminum rod from these countries. The petition
was granted with respect to Venezuela because it surpassed the levels of
imports allowed under the GSP program. The rates of duty in col. 1 are MFN
rates applicable to imported products from all countries except those
Communist countries and areas enumerated in general headnote 3(d) of the TSUS,
unless the particular shipments are eligible for preferential treatment as
indicated in the Special rates of duty column by the symbols "A" (GSP), "E"
(Caribbean Basin Economic Recovery Act (CBERA)), or "I" (Israel).

3/ Petition in investigation No. 701-TA-287, p. 24.
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Consistent with Department-practice, Commerce’'s, preliminary
countervailing duty determination was calculated based on affirmative answers,
in Commerce’'s questionnaire, of the Venezuelan respondents to two of the
allegations of subsidy programs.. Accordingly,- preliminarily these two !
programs were found to confer sub51d1es Multiple Exchange Rates and Export .
Bonds for Credits Against Income Taxes. Based on the negative responses of
the foreign producers, the alleged Import Duty Reductions were determined not
to confer subsidies; four additional -alleged-programs were determined not to
be used, and four other alleged programs were determined not to exist.
Commerce sought additional-information . on one alleged program, the 30-percent
ownership/equity investment in Cabelum by the Government-owned supplier of
primary aluminum, Alcasa. 1/ -, . S : : .

The two programs mentioned above were. prellmlnarly determlned to confer a
net subsidy of 60.11 percent ad valorem; Commerce adjusted the cash deposit
rate to 12.99 percent ad valorem to.reflect changes in the Multiple Exchange
Rate System. Entries of EC rod from Venezuela were subject to 12.99 percent
cash deposits or bonds between October 14, 1987, and February 12, 1988, and
such entries cannot be liquidated (final duty payment made by importer and
accepted as payment in full by the U.S. Customs Service) until the final .
determinations in the countervailing duty investigations by Commerce.and..the
Commission. Entries of imported rod on or after February 12 are.not subject
to any deposit or bond and may be liquidated, because the GATT Subsidies Code
does not allow the requiring of deposit and suspension of liquidation as a
result of a preliminary determination for longer than 120 days.

"In its final affirmative countervailingiduty determination (duty deposit
rate of 38.40 percent), Commerce found that the following programs .conferred
subsidies: 2/

Exchange of Export Earnings Under the Multiple Exchange Rate System.--
This system existed until December 6, 1986. It conferred a subsidy on exports
because one dollar received.from export sales yielded more bolivares than the
amount exporters had to pay to purchase one dollar of imports. Although this
system conferred a net subsidy: of 53.06 percent during the period. of review,
Commerce established a zero duty-deposit rate because the system was
eliminated after Dec. 6, 1986.

- Export Bond Program. --Under thls program, Venezuelan redraw rod exporters
are remunerated for their exports by the Government of Venezuela in the form
of export bonds, which may be used to pay taxes or sold for cash. To receive
an export bond, a firm submits to its commercial bank the invoice and shipping
documents for the exported merchandise. The bank reviews them and remits them
to the Central Bank of Venezuela, which issues the export bond. A duty.
deposit of 37.90 percent was establlshed on the basis of this program.

Preferentlal Prlclng of Inputs used to Produce Exports --Companies
producing for export could buy aluminum. from the Government-owned aluminum
smelters for less than companies not producing. items for export. On this
basis, Commerce calculated an estimated subsidy of 0.22 percent ad valorem..

1/ For more discussion of the programs see Commerce’s preliminary
countervailing -duty -determination, included in app. A.

2/ For more discussion of the programs see Commerce’s final countervalllng
duty determination, included in app. A.
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Short Term FINEXPO Financing.--The Fund for Financing Exports (FINEXPO),
provides to commercial banks up to 60 percent of loan principals to be lent to
the exporter at 5 percent interest. On this basis, Commerce calculated an
estimated subsidy of 0.14 percent ad valorem.-

Interest Free Loan From a Government-Owned Aluminum Supplier.--An
interest free loan was provided to one of the redraw rod producers. On this
basis, Commerce calculated an estimated subsidy of 0.14 percent ad valorem.

Programs‘determined not to confer subsidieS'
-Granting of Foreign Currency at Preferentlal rates for Imports Under the
Multiple -Exchange Rate System,

-Registration of Foreign Currency Debt under the Multiple Exchange System,
-Import Duty Reductions,

-The Financing Company of Venezuela,

-The Industrial Credit Fund, and

-Government Equity Investment in Cabelum.

Programs determined not to be used:

-Preferential Tax Incentives,

-Preferential Export Financing,

-The Basic Ingredient Export Program,

-Other Government Loans, Government Loan Guarantees, and
-Sales Tax Exemption.

Programs determined not to exist:

-Tax Contributions to Cover Debt Service Costs, and
-Assumption of Foreign Currency Debt.

Sales at LTFV

Petitioner used foreign market value to calculate alleged LTFV margins by
using data on sales in Venezuela to Accevenca and Cabel, two Venezuelan
electrical wire and cable producers. In the petition, the U.S. price of
aluminum rod from Venezuela was calculated using Census Bureau (Census) import
statistics. By comparing the Venezuelan home-market prices on sales to
Accevenca and Cabel with the f.a.s. value of U.S. imports of aluminum rod from
Venezuela as reported by Census, petitioner derived alleged LTFV marglns of
15.10 and 33.42 percent, respectively. 1/ '

In its LTFV. investigation Commerce investigated sales of redraw rod
during the period February 1, 1987, through July 31, 1987. -Because there were
no sales of the subject redraw rod in the Venezuelan home market during the
period of investigation, a third country sale, the sale of Venezuelan redraw
rod in the United Kingdom, was used to calculate the foreign market value to
be compared with the U.S. price. In its final determination, Commerce found
that the sale to an unrelated United Kingdom trading company was above the
cost of production; therefore, the third-country sale was used in the
determination of the foreign market value.

1/ For a complete discussion of petitioner’s allegations regarding sales at
LTFV, see petition in investigation No. 731-TA-378, pp. 9-14.
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The U.S. price was based on purchase price and on best information
available. For those sales made directly to unrelated purchasers prior to
importation into the United States, Commerce based the U.S. price on purchase
price. For those sales made directly to unrelated purchasers after 3
importation into the United States (exporter’'s sales price), i.e., sales by
Sural’s U.S. sales subsidiary, Alnor, Inc., Commerce used the best information
available. The statutory provision requires Commerce to use the best
information available "whenever a party or any other person refuses
or is unable to produce information requested in a timely manner or in the
form required, or otherwise significantly impedes an investigation." Commerce
invoked the statue after determining that the continuing deficiencies of
Sural’s responses regarding Alnor's sales, combined with the pattern of
amending the responses to corréct previously submitted data on the eve of or
during verification, undermined the credibility of the submissions. 1/

The U.S. Customs Service suspended the liquidation of entries of the
subject rod from Venezuela after February 8, 1988, and required a cash dep051t
or bond equivalent to 6.46 percent of the customs value of the entry.

Effective June 30, 1988, the deposit rate was changed to 5.80 percent.

The Producers in Venezuela

The petitions named seven Venezuelan companies that carry out various
stages in the production of primary aluminum and dlpminhm rod: Aluminio del
Caroni, S.A. (Alcasa); Bauxita Venezolana C.A. (Bauxiven); Conductores de
Aluminio del Caroni, C.A. (Cabelum); Industria de Conductores Electricos, C.A.
(Iconel); Industria Venezolana de Aluminio, C.A. (Venalum); Interamericana de
Alumina, C.A. (Interalumina); and Suramerlcana de Aleaciones Laminada, C.A.
(Sural). According to petitioner, Sural Tconel, and Cabélum are believed to
produce aluminum rod for export to the Unlted States. 2/ Sural’s plant,
located in Puerto Ordaz, started production in 1975; Ichel’s plant, located
in Valencia, Carabobo, began production in 1967; 3/ and Cabelum’s faciLity in
Ciudad Bolivar started production in 1979. ' o '

Alcasa and Venalum, the two primary aluminum producers in Venezuela, are
in part state owned. They operate under the holding company/development
authority Corporacion Venezolana de Guayana (CVG), which also owns iron ore,
steel, hydroelectric power, bauxite, and ferrosilicon,éperations. T
Interalumina, also operating as part of CVG, produces all of the alumina used ~
in Venezuela. Another CVG-controlled company, Bauxiven, is developing
Venezuela's bauxite reserves; its planned capacity is expected to reach
8 million metrlc tons per year by 1993. 4/

1/ 53 F.R. 24755, June 30, 1988, app. A. _ ’

2/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, at pp. 6- 7

3/ Title to the equipment was transferred to Conductores y Alumlnlo C.A.
(CONAL) in 1977 when Iconel moved its rod- maklng equlpment to its new Valenc1a
plant. »

4/ "Venezuela's Ambitious Aluminum Plans", Mining Journal, Nov. 27, 1987,

PP. 444-445, E '
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Aluminum is Venezuela's second largest export after petroleum, and its
aluminum industry is the fifth largest in the world.in terms of exports. 1/
Venezuela’'s 34-cents-per-pound production cost for aluminum is the world’'s
lowest. This compares with 54 cents in the United States and. 47 cents
worldwide. 2/ There are several reasons for this substantial cost advantage.
First of all, Venezuela has the world’'s lowest cost electrlc”power 9 mils 3/
per kilowatt as compared with a U.S. average of 25 mils per kilowatt and a
worldwide average of 13 mils per kilowatt. 4/ Unlike many other countries,
the Venezuelan aluminum industry does not compete with household consumers for
a limited amount of electricity. This is because the local power company’s
electric capacity is devoted primarily to industrial use. , Because electricity
costs can contribute nearly one-third to the total smeltlng costs of aluminum,
Venezuela’s abundant supply of low-cost electricity is an 1mportant resource.

Natural gas is also inexpensive in Venezuela. Although hatural gas is
relatively unimportant for smelting, it is important for the production of
finished and semifinished products such as aluminum rod. Another cost
component, labor, runs 3.2 cents per pound in Venezuela versus 10 cents per
pound in the United States. 5/

Although Venezuela has achieved its low-cost status by importing the
bauxite used in the production of aluminum, it will soon be able to use its
own domestic sources of bauxite. As mentioned above, Bauxiven is developing
domestic bauxite reserves, which, when fully operat1ona1 are projected to
save Venalum at least $21 m11110n per year. 6/ Also contributing to the low
aluminum costs is Venalum’'s low debt-equity ratio. 1Its debt- equlty ratio of
0.88-to-1 is the lowest in the world for the aluminum industry; the,lndustry.
average is 2 to 1. 7/ ' '

Venezuela's aluminum industry is relatively new. ' Venalum, for example,
began operations in 1978; however, it is already the séecond largest. primary
aluminum production plant in the free world. 8/ The Venezuelan Government
owns 80 percent of Venalum, with the remaining 20 percent held by a Japanese
consortium composed of Showa Aluminum Industries Ltd., Kobe Steel Ltd. '

1/ "Venezuela's Aluminum Ambitions,” Mining Journal, Dec. 12, 1986, P- 424
2/ "Aluminum Production Costs Rise,” Mining Journal, Dec. 4, 1987, P. 454,

3/ A mil equals one-tenth of a cent. See "Venezuela's Ambltlous Aluminum
Plans”. . ) ' .

4/ James Cook, "New Player in Aluminum,” Forbes, Feb. 8, 1988, p. 110, and
Enrique M. Castells, "Tomorrow's Aluminum Industry,” paper presented to the
Venezuelan American Association and the Council of the Americas, in New York,
Oct. 9, 1986. Skillings’ Mining Review, Nov. 29, 1986, p. 4-5.

5/ Cook, ibid., p. 110.

6/ "Venezuela’'s Ambitious Aluminum Plans,"”

7/ For a further discussion of the alumlnum 1ndustry in Venezuela see U.S.
Department of Commerce, International Trade Administration, Aluminum Mill
Products: Import Problem/Export Potential, July 1986, Washington, DC, pp.
60-68; Department of State airgram from the U.S. Embassy, Caracas, Venezuela,
July 11, 1986; and petitions in investigations Nos. 701-TA-287 and 731-TA-378,
exhibit 9 and exhibit 7, respectively.

8/ "Venezuela’s Aluminum Plans,” Mining Magazine, December 1986, p. 543.
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Sumitomo Alumirium' Smelting Co., Mitsubishi Métal: Corp., Ryoka Light Metal .
Industries, arid Marubeni Corp. #Under:a 10-year contract.that expired in April
1988, thesé:Japanese firms received 60 percent.of Veralum’s actual yearly
production, which in 1987 totaled 304,045 metric tons (mt). The Japanese’
shareholders of Venalum are interested in continuing to take the 60-percent
share of production (160,000 mt per year) from the smelter. Negotiations
reportedly hinge on the length of the. next contract and its price terms; talks
may continue through the falli.of 1988. 1/ Sural takes another 20 percent
(60,000 to 80,000 mt) of Venalum's production under a long-term contract that
runs through 1995. Venalum is currently supplying the minimal contractual
tonnage to Sural and is expected to continue this supply level through 1993. 2/
The remaining production is under contract to a number of firms, including
General Motors Corp., National Aluminum Corp., and the Venezuelan rod producer
Iconel, which is purchasing 6,000 mt from Venalum in 1988 and is expected to
purchase 7,000 mt in 1989 and 8,000 mt annually during 1990-93. Venalum does
not supply Cabelum and has no plans to sell primary metal to this company in
the future. 3/

Alcasa, founded in 1968, is a:-joint venture of the Venezuelan Government,
in the form of the Fondo de Inversiones de Venezuela (the Venezuelan
Investment Fund) and CVG, which hold 84 percent of Alcasa, and Reynolds
International, with 16 percent of its stock. 1In 1987, Alcasa produced about
124,000 mt of primary aluminum. 4/ * * * 5/ However, sales of primary métal
by Alcasa and Venalum to two major electrical utility companies that arrange
tolling contracts with the three ECARR manufacturers to produce cable will be
reduced. Such an action would most likely reduce the quantity of metal
available for export and * * *, according to the respondent. 6/

The Venezuelan Government and the aluminum industry have embarked on a
significant expansion program, with current smelting capacity of 425,000 mt
scheduled to increase. to 671,000.mt.by 1989, 1.4 million mt by 1997, and 2
million mt by the year 2000. 7/ Aluminum produced in this volume will provide
25 percent of Venezuela’s total receipts of foreign currency. 8/ In an
American Metal Market . article, Mr. Castells, President and CEQO -of Venalum,
said that because of the country’s:ambitious. smelter expansion plans, Vene-
zuela will have to find larger markets in the United States, Europe, and Asia.

1/ See Metals Week, Dec. 14, 1987, also see’ June 23 1988 hearlng testimony
of Mr. Lucas Rlncon which. 1nd1cates that ‘Venalum w111 supply 170 000 mt to the
Japanese consortium during 1989 93 .

2/ Hearing statement of Mr. Lucas Rlncon June 23, 1988 P- 3

3/ Ibid. : : 1 ot

4/ Hearing statement of Mr..John Keeler, June 23 1988, pp l 2

5/ Prehearing brief of Sural, June 20, 1988 PP. 45-46.

6/ Ibid., p. 46.

1/ Cook, "New Players...,” p. 110.

8/ Castells, “Tommorrow’'s Aluminum...,” p. 5.
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Mr. Castells indicates that Venezuela's longer term program includes adding
fabricating capacity to upgrade the product mix, but the main priority will be
" finding markets for ingot and other basic forms like rod, bar, rand extrusion

billet. 1/ An outline of planned expansion projects is shown in the: follow1ng
tabulatlon 2/

Partners'share Size Projected
Project " (percent). - - (metric tons) - completion date

Expansion Verialum . 176,000 1989
: ' (156,000) 1/

- Alusur CVG (20); Alcoa 180,000 1990
- (40); Sural (40) . '

Expansion Alcasa 270,000 1991

(80,000) 2/

- Alamsa ~ -Alcasa (30); 180,000 1991
' Austria Metall '
(40); Pechiney
(30) '

Aluyana Venalum (40); . 360,000 . 1993
» ! Italpianti . (40);
Pechiney (10);
-Unnamed (10)

Alisa "~ Private: =~ . - 120,000 - . - -1996
Aluguay Alcasa; Alusulsse 180,000 - | 3/

Alumax -

1/ Hearing statement' of Mr. Lucas Rincon, June 23, 1988.
2/ Hearing statement of Mr John Keeler June 23 1988
3/ Not available.

1/ "Venalum Seeking Agreements in Bid to Penetrate U.S. Market,”

American Metal Market, July 1, 1987, pp. 1 and 16.

2/ See "Venalum Expansion Advances Rapidly,” Metal Bulletin, June 16, 1988, p.
15; ”"Aluminum Smelter,” Latin America Regional Reports: Andean Group, Apr. 7,
1988, p. 8; "Venezuelan Aluminum,” Mining Journal, Apr. 1, 1988, p. 258;
”Aluminum Smelter for Venezuela,” Financial Times, Jan. 27, 1988, p. 6;
"Venezuela Boosts Aluminum Output,” Mining Activity Digest, May 27, 1988;
"Boost for Venalum,” Latin America Commodities Report, Mar. 3, 1988, p. 7;
"Yenezuela's Ambitous Aluminum Plans,” Mining Journal, Nov. 27, 1987, p. 444,
and "Venezuela’'s Expansion, Stepped Up Again, Sees New Smelting Role for
Private Sector,” Metals Week, Oct. 19, 1987, p. 1.
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Prior to the Venezuelan Government's approval on February 5, 1988, in
Decree 1988 of debt-equity swaps as a means to finance this expansion, project
financing had been one of the major impediments to complete realization of
these plans. Debt-equity swaps are currently allowed for up to 50 percent of
the local currency cost of the projects when the foreign investor provides
between $20 million to $100 million of project cost, and 80 percent when
foreign investment exceeds $100 million. 1/ Both the Alamsa and Aluguay
" projects are to be partially flnanced by debt-equity swaps undertaken by their
forelgn investors. 2/

Sural is Venezuela's largest private-sector aluminum company and its
largest private-sector exporter. Of the three Venezuelan aluminum rod
producers named in the petitions, Sural is by far the largest exporter,
accounting for roughly 90 percent of total Venezuelan exports of aluminum rod
to the United States in 1986. 3/ Until March 1985, the petitioner, Southwire,
owned a 49-percent interest in Sural. 4/ Sural has two aluminum rod mills: a
Number Six ”Properzi mill,” and a Southwire SCR-6 mill similar to Southwire’'s
Hawesville, KY, mill. 5/ * % *x_ 6/~

_ Sural and the more than 160 other private aluminum firms in Venezuela
have trouble buying as much aluminum as they would like from Alcasa and
Venalum.. A State Department airgram states that the problem stems from a
multiple-pricing system whereby Alcasa and Venalum receive more for export
sales than they do for domestic sales as a result of exchange rates and
Government export bonuses. Respondents indicate, however, that any shortfall
in aluminum supply results from sales commltments equaling or exceeding
production of the major Venezuelan primary aluminum producers, and, with
Government encouragement, the shifting of current and planned primary aluminum
resources to higher valued production. 7/ Venalum has metal commitments of

* * % of its projected capacity of 460,000 mt to be attained in mid-1989.
Customers during 1988-93 will include * * *,

'1/ "Debt Equity Swaps Clear Way for Venezuelan Projects,” Metal Bulletin, Feb.
25, 1988, p. 15.

2/ "Venezuelan Aluminum,"” M1n1ng Journal, Apr. 1, 1988, p. 258.

3/ Conference transcript, p. 62. ‘

4/ Petitions in investigations Nos. 701-TA-287 and 731-TA-378, p. 7. For a
further discussion of Southwire's interest in Sural, see conference
transcript, pp. 24-29, 63, and 75-83; postconference statement of petitioner
Southwire Co:., Aug. 12, 1987, pp. 38-45; and affidavit of Alfredo Riviere and
Renda G. Butler, Aug. 12, 1987. :

5/ Conference transcript, p. 39, and hearing transcript, p. 124.

6/ Questionnaire response of Venezuelan producers, June 16, 1988.

7/ Posthearing brief of Sural, C.A., June 30, 1988, pp. 1-9.
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Venalum and Marubeni, which would help fund Venalum’s expansion, are
currently negotiating a 1ong term supply contract. If negotiations are
successful, Venalum's commitment to Marubeni would probably supersede sales to
local companies. 1/ Partial production (67,000 mt) from Alcasa's potline
expansion of 80,000 mt, scheduled for full production in 1990, has been
committed to Reynolds International (partner in the Alcasa venture), Aleurope,
Alunasa, and Hypo Bank Trade France. Korea, Portugal, Spain, and Austria are
also export prospects being considered by Alcasa. 2/

To alleviate primary aluminum supply constraints, Sural had plans to build
a greenfield smelter. As originally conceived, a private company, Alusur,
headed by Sural, planned to construct a 115,000-metric-tons-per-year smelter
to supply Sural’s rod and wire plant, to be coupled with a 60,000-metric-tons-
per-year expansion in wire and rod capacity at Sural. Once started, these
plans for expansion were expected to take 3 years to complete. 3/ Since that
time, Alcoa has signed a letter of intent to construct with Sural and CVG a
120,000-metric-tons-per-year smelter at Puerto Ordaz. Both Alcoa and Sural
will hold 40 percent ownership of the new smelter; CVG will hold the remaining
20 percent. The two private companies will contribute $375 million to the
smelter’s total $500 million cost. The smelter is expected to be on-line by
the end of 1990; production is prlmarlly targeted for export markets. 4/

According to Venezuelan aluminum industry officials, the Alusur project is
only at the letter of intent stage, with land, financing, and construction not
yet arranged for the project. With a 3-1/2 year turnaround from engineering
to startup, smelter completion would most likely not meet its prOJected
start-up date of 1990. 5/

Mr. Alfredo Riviere, President of Sural, indicated that Sural has been
expanding its capacity to produce mechanical aluminum rod and contracting its
ability to produce electrical conductor aluminum rod. Sural is also
interested in expanding its presence in the United States by acquiring rod,
wire, and cable facilities or equipment that belonged to closed U.S.
producers. 6/ Such facilities, however, require electrical rod rather than
mechanical rod. One of the reasons Sural wishes to establish rod facilities’
in the United States is because it wishes to take advantage of utility markets
closed to firms that produce utility cable from foreign- produced
aluminum rod. 7/ * * *,

1/ For further information see hearing statement of Mr. Lucas Rincon, June 23,
1988. ) -

2/ For further information see hearing statement of Mr. John Keeler, June 23,
1988.

3/ Department of State airgram from the U.S. Embassy, Caracas, Venezuela,
July 11, 1986, p. 4.

4/ "Alcoa Builds Venezuelan Smelter,” Mining Journal, Jan. 22, 1988; "Alcoa
Planning Stake in Venezuela,” Metal Bulletin, Jan. 21, 1988; also see Metals
Week, Jan. 25, 1988.

5/ Hearing transcript, pp. 169-170.

6/ Conference transcript, pp. 123-130.

7/ Ibid.
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Effective October 1, 1987, Sural purchased Alcoa’ § two cable- produc1ng
facilities in Vancouver ‘WA, and Massena; NY. The two’ plants ‘are grouped -
under ACPC; Inc., owned by’ Alutech “a-Delaware-based investment firm owned by
. Mr. Alfredo R1v1ere 1/.. Imports.of Venezuelan ECARR are expected.to provide
the maJority ‘of the feedstock for the Massena m111 2/ * %k,

( N

In addltlon Sural * % * 3/
Available 1nformat10n on the producers of alumlnum rod'ln Venezuela 1s
presented 1n table 1. R :

Total Venezuelan productlon 'was reported only for 1986 (111, 60& tons) and
1987 (103,873 tons). Due to Iconel and Cabelum not reporting, total - “
production data for 1984, 1985, Jdnuary-March 1987, and Jaruary-March: 1988 are
not ‘available. Aggregate capacity of thé Venezuelan producers was reported to
be 160,098 tons in 1984 increa51ng to.163,885 tons ‘in 1985, before. decrea51ng
to 162,138 tons in- 1986, an