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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-540-541 (Final)

CERTAIN WELDED STAINLESS STEEL PIPES FROM THE REPUBLIC OF KOREA AND TAIWAN

Determinations

On the basis of the record! developed in the subject investigations, the
Commission determines,? pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)) (the Act), that an industry in the United States 1is
materially injured by reason of imports from the Republic of Korea and Taiwan
of certain welded stainless steel pipes,? provided for in subheadings
7306.40.10 and 7306.40.50 of the Harmonized Tariff Schedule of the United
States, that have been found by the Department of Commerce to be sold in the

United States at less than fair value (LTFV).

Background

The Commission instituted these investigations effective June 22, 1992,
following a preliminary determination by the Department of Commerce that
imports of certain welded stainless steel pipes from the Republic of Korea and
Taiwan were being sold at LTFV within the meaning of section 733(b) of the Act

(19 U.S.C. § 1673b(b)). Notice of the institution of the Commission’s

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

2 Commissioners Brunsdale and Crawford dissenting with respect to the
investigation involving the Republic of Korea. Commissioner Brunsdale
dissenting and Commissioner Crawford not participating with respect to the
investigation involving Taiwan.

3 The subject product is defined as welded austenitic stainless steel pipes
that meet the standards and specifications set forth by the American Society
for Testing and Materials (ASTM) for the welded form of chromium-nickel pipe
designated ASTM A-312. The merchandise covered by the scope of the
investigations also includes welded austenitic stainless steel pipes made

« - ~ .1 - A _1 e 1 ——— _———— e e LY L Ao AOmar A



investigations and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice

in the Federal Register of July 29, 1992 (57 F.R. 33521). The hearing was

held in Washington, DC, on November 10, 1992, and all persons who requested

the opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION?

Based on the information obtained in these final investigations, we
determine that an industry in the United States is materially injured by
reason of less than fair value (LTFV) imports of ASTM A-312 pipes from the
Republic of Korea and Taiwan.?

I. Like Product and the Domestic Industry

In determining whether an industry in the United States is materially
injured or threatened with material injury by reason of the subject imports,
the Commission must first define the "like product" and the "industry."
Section 771(4)(A) of the Tariff Act of 1930 (the "Act") defines the relevant
domestic industry as "the domestic producers as a whole of a like product, or
those producers whose collective output of the like product constitutes a
major proportion of the total domestic production of that product . . . .»3
In turn, the statute defines "like product" as "a product which is like, or in
the absence of like, most similar in characteristics and uées with, the
article subject to an investigation . b

The Commission's determination of what is the appropriate like product
or products in an investigation is a factual determination, to which it
applies the statutory standard of "like" or "most similar in characteristics

5

and uses" on a case-by-case basis.’ Generally, the Commission disregards

minor variations between the articles subject to an investigation and looks

1
2

See Dissenting Views of Commissioners Brunsdale and Crawford.
Material retardation of a domestic industry by reason of the subject
imports is not an issue in these investigations, and therefore will not be
discussed further.

3 19 U.S.C. § 1677(4)(A).

4 19 U.s.C. § 1677(10).

5 See, e.g., Asociacion Colombiana de Exportadores de Flores, et al. v.
United States, 693 F. Supp. 1165, 1169 (Ct. Int'l Trade 1988).
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for clear dividing lines between possible like products.®

In its final determinations, the Department of Commerce (Commerce)
defined the class or kind of merchandise subject to investigation as welded
austenitic (chromium-nickel) stainless steel pipe "that meets the standards
and specifications set forth by the American Society for Testing and Materials
(ASTM) for the welded form of chromium-nickel pipe designated ASTM A-312. The
merchandise covered by the scope of the investigation also includes austenitic
welded stainless steel pipes made according to the standards of other nations
which are comparable to ASTM A-312.v7

In the preliminary investigations, the Commission found a single like
product consisting of all welded stainless steel pipes and tubes, noting that

it would revisit this issue in any final investigations.®

Petitioners argue
that the like product should be identical to the articles subject to
investigation, namely, ASTM A-312 pipes only. 1In the alternative, petitioners
assert that the Commission should, at a minimum, not include mechanical tubes
(also referred to as "ornamental" tubes) and grade 409 tubes within the like
product.® Respondents argue that the like product should include all welded
stainless steel pipes and tubes.®

We note at the outset that although the Commission is bound by

Commerce's determination as to what imported articles are subject to our

S. Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979).

Final Determination of Sales at Less Than Fair Value: Certain Welded
Stainless Steel Pipe From the Republic of Korea and Taiwan, 57 Fed. Reg.
53693, 53706 (Nov. 12, 1992).

8 See Certain Welded Stainless Steel Pipes from the Republic of Korea and
Taiwan, Inv. Nos. 731-TA-540 and 541 (Preliminary), USITC Pub. 2474 (Jan.
1992) at 9 n.26 (Vice Chairman Watson and Commissioner Crawford did not
participate in the preliminary investigations).

9 Petitioners' Prehearing Brief at 27-33.

10 Korean Respondents' Prehearing Brief at 3-14.

7
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investigation, the Commission determines which domestic product(s) are like
the imported articles within Commerce's scope.!! Even where there is a
domestic product identical to the imported article subject to investigation,
the Commission may find the like product to be broader than the scope of the
investigation.!? Whether to define the like product as broader than
Commerce's scope, therefore, is a factual determination based upon the
Commission's traditional six factor analysis.!®? Congress directed the
Commission to look for "clear dividing lines among possible like products" and
stated that "[t]he requirement that a product be 'like' the imported article
should not be interpreted in such a narrow fashion as to permit minor
differences in physical characteristics or uses to lead to the conclusion that
the product and article are not 'like' each other . .nlé

After considering the possible like product alternatives presented in

these investigations, we conclude that the like product is composed of all

11 gSee Torrington Co. v. United States, 938 F.2d 1278, 1280 (Fed. Cir.
1991); Algoma Steel Corp., Ltd. v. United States, 688 F. Supp. 639, 644 (Ct.
Int'l Trade 1988), aff'd 865 F.2d 240 (Fed. Cir. 1989), cert. denied, 109
S.Ct. 3244 (1989); Badger-Powhatan, Div. of Figgie Int'l v. United States, 608
F. Supp. 653, 657 (Ct. Int'l Trade 1985).

12 gSee, e.g., Certain Electric Fans from the People's Republic of China,
Inv. No. 731-TA-473 (Final), USITC Pub. 2461 (Dec. 1991) at 8; Minivans from
Japan, Inv. No. 731-TA-522 (Preliminary), USITC Pub. 2402 (July 1991) at 1l1-
12.

13 Minivans from Japan, Inv. No. 731-TA-522 (Preliminary), USITC Pub.
2402 (July 1991) at 11-12. 1In defining the like product, the Commission
generally considers a number of factors including: (1) physical
characteristics and uses; (2) interchangeability of the products; (3) channels
of distribution; (4) customer and producer perceptions of the products; (5)
the use of common manufacturing facilities and production employees; and,
where appropriate, (6) price. No single factor is dispositive, and the
Commission may consider other factors it deems relevant based upon the facts
of a particular investigation. See, e.g., Calabrian Corp. v. United States,
794 F. Supp. 377, 382 n.4 (Ct. Int'l Trade 1992); Torrington Co. v. United
States, 747 F. Supp. 744 (Ct. Int'l Trade 1990), aff'd. 938 F.2d 1278 (Fed.
Cir. 1991).

14 S. Rep. No. 249, 96th Cong., 1lst Sess. 90-91 (1979).




8
welded stainless steel pipes and pressure tubes.!® We do not include grade
409 or mechanical tubes in the like product. We find that the dividing lines
between A-312 pipes and other types of welded stainless steel pipes and
pressure tubes are not cléar, while A-312 pipes are clearly distinct from
mechanical and grade 409 tubes.

Non-A-312 Pipes?®

Petitioners argue that the Commission should exclude all non-A-312 pipes
from the like product, while respondents argue that they should be included.
We include non-A-312 welded stainless steel pipes in the like product, finding
that they overlap with A-312 pipes in terms of their physical characteristics,

end uses, channels of distribution, manufacturing processes, and production

employees.!’

15 ASTM A-249, A-269, A-270, and A-688 are pressure tube classifications.

Report at I-6 n.1l and I-13; Petition at 21.

16 Non-A-312 pipes include ASTM A-358, A-409, and A-778. Production
volumes are relatively small for these non-A-312 pipes compared with the
production of A-312 pipes. Conference transcript, testimony of George Werner,
P. 24; Report at C-3 and C-4.

17 Petitioners assert that the Commission should give greater weight to
three like product factors: physical characteristics, end use, and
interchangeability. They base this argument on the language of the statute
which defines the like product as "a product which is like, or in the absence
of like, most similar in characteristics and yses with, the article subject to
investigation . . . . (Emphasis added). They argue that interchangeability
is a critical factor as well since articles that are substitutable for the
imported product will be more affected by the imports. Petitioners:
Posthearing Brief, Responses to Commission Questions at 1.

We agree with the petitioners that these three factors are important for
the Commission to consider, but do not agree that other factors should
necessarily be accorded less weight. Moreover, the courts have upheld the
Commission's longstanding consideration of other factors as well (channels of
distribution, customer and producer perceptions of the products, common
manufacturing facilities and production employees, and price). See, e.g.,
Calabrian Corp. v. United States, 794 F. Supp. 377, 382 n.4 (Ct. Int'l Trade
1992); Torrington Co. v. United States, 747 F. Supp. 744 (Ct. Int'l Trade
1990), affrd. 938 F.2d 1278 (1991); Asociacion Colombiana de Exportadores de
Flores, et al. v. United States, 693 F. Supp. 1165, 1170 (Ct. Int'l Trade
1988). Recently, in Chung Ling Co., Ltd. v. United States, the court stated

(continued...)
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In general, the physical characteristics of A-312 pipes and non-A-312
pipes are similar. They all are made of austenitic stainless steel, although
they may differ in wall thickness and other characteristics inasmuch as they
are manufactured to diffefent ASTM specifications.'® We consider these
differences, however, to be minor.

With respect to end uses, all types of welded stainless steel pipes are
used as conduits to transport liquids and gases in industrial facilities.!®
A-312 pipes are used in a wider range of industries than the other types of
welded stainless steel pipes. We note that there is some overlap in uses
between A-312 pipes and non-A-312 pipes (both A-312 and A-778 pipes are used
to convey liquids in the paper industry).

The extent to which the different welded stainless steel pipe products
are interchangeable is limited since they are manufactured to specific

0

industry standards.?’ We note, however, that complete interchangeability has

never been dispositive for purposes of the like product determination.?!

17 (...continued)

that it is not within the province of the courts to change the priority of the
relevant like product factors and "[i]t is within the Commission's discretion

to determine the overall significance of any particular factor or piece
of evidence." Ct. No. 90-10-00528, slip op. 92-120 (Ct. Int'l Trade July 28,
1992) at 25-26 (citing Maine Potato Council v. United States, 613 F. Supp.
1237 (Ct. Int'l Trade 1985)).

18 Report at I-10.

19 Report at I-10.

20 A pipe meeting a more stringent ASTM specification could be used in an
application calling for a pipe that has met less rigorous standards. For
example, A-312 pipes can generally be used in applications that require A-778
pipes because A-312 pipes meet more demanding tolerances regarding pressure
and temperature requirements. In practice, however, substitution between
different pipe products is not typically done because the customer would be
paying more to use a pipe which exceeds the desired specifications.

21 In previous investigations, the Commission has found products to be
nlike" within the meaning of the statute, despite a lack of
interchangeability. See, e.g., Sulfanilic Acid from the People's Republic of
China, Inv. No. 731-TA-538 (Preliminary), USITC Pub. 2457 (Nov. 1991) at 7.

(continued...)
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Petitioners also argue that customers and producers generally perceive
the various types of pipes as different; this is to be expected given that
they are manufactured to different and exacting specifications. We note that
pipe products generally share the same channels of distribution, primarily
being sold directly to distributors.??

Significantly; A-312 pipes and non-A-312 pipes can generally be produced
on the same manufacturing equipment using the same production employees. Five
of the nine responding U.S. producers of A-312 pipe also produce A-778 pipe or
A-358 pipe, with significant overlap in the manufacturing equipment and

23 Finally, we recognize that
y g

employees producing A-778 and A-312 pipes.
prices of the different pipe products may differ (e.g., A-778 and A-409 pipes
are generally less expensive than A-312 pipes).?

On balance, we find that the similarities in physical characteristics,
end uses, channels of distribution, manufacturing processes, and production

employees between welded stainless steel pipe products are sufficient to

warrant the conclusion that non-A-312 pipes are like the imported A-312 pipes.

21 (.. .continued)

In Industrial Nitrocellulose from Brazil, Japan, People's Republic of China,
Republic of Korea, United Kingdom, West Germany, and Yugoslavia, the
Commission stated that "[t]o the extent that the various grades are not
completely interchangeable, we should note that, in the past, the Commission
has not required complete interchangeability to include products in one like
product." Inv. Nos. 731-TA-439-445 (Preliminary), USITC Pub. 1989 (Nov. 1989)
at 6. We note that even within the A-312 pipe category, there is not
vcomplete" interchangeability among all diameters of A-312 pipe. Petitioners'
argument here could be interpreted to require the Commission to distinguish
between pipes on the basis of diameter, which could open the door to numerous
inappropriate like product possibilities.

22 Report at I-13.

23 Report at I-13. Although most pipes are annealed, we recognize that
A-778 pipes are not annealed and, unlike A-312 pipes, they are welded with
filler material. Report at I-8. However, we find these differences to be
minor given the general overlap in production processes, manufacturing
facilities, and employees.

24 petitioners' Prehearing Brief at 19.
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Pressure Tubes

We have included pressure tubes in the like product because of the
significant simiiarities in physical characteristics, end uses, channels of
distribution, and production processes of pressure tubes and A-312 (and other
types of welded stainless steel) pipes.?® First, with respect to physical
characteristics, pressure tubes share the same chemical composition as A-312
pipes, since they are also austenitic, and they conform to specifications
similar to those for A-312 pipes.?® 1Indeed, A-312 pipes are more similar to
pressure tubes in this respect than they are to other welded stainless steel
pipe products. Both pressure tubes and A-312 pipes come in a range of
diameters, thicknesses, and lengths, with some overlap in wall sizes.?’

A-312 pipes and pressure tubes generally have different end uses. There
is evidence in the record, however, that both are used for the same general
purpose, i.e., to transport fluids or gases in applications where pressure,
heat, and corrosion resistance are necessary, such as in the food, chemical,

8

and paper industries.2

Pressure tubes and A-312 pipes are sold through common channels of

25 wCertain industry officials indicated that the choice of the term
'pipes' or 'tubes' is often a matter of semantics rather than a specific
reference to the characteristics of a particular type of tubular product."
"There are no absolutes when attempting to define these products." Report at
I-7.

26 Hearing Tr. at 86; Korean Respondents' Posthearing Brief at 3 and 7.
Officials at three different pipe and tube distributing companies confirm this
fact. All three stated that a pressure tube specification may be very close
to that for an A-312 pipe.

27 Report at I-5 to I-8; Welded Steel Tube Institute, "Technical Bulletin
#2;" Field visit notes (Aug. 20, 1992).

28 Welded Steel Tube Institute, "Technical Bulletin #2;" Report at I-13
to I-14; Hearing Tr. at 29. For example, the ASTM specifications for A-312
pipes and A-269 tubes state that both are intended for general corrosion
resistance and high temperature service. We recognize, however, that tubes
are used to a large extent in heat exchangers, condensers, boilers, and water
heaters.
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distribution, although we recognize that more pressure tubes are sold directly
to end users than are A-312 pipes due to the more customized nature of tube

products.?®

In general, distributors maintain inventories of both A-312 pipes
and the more common sizes of pressure tubes.?3°

Welded stainless steel pipes and pressure tubes share common
manufacturing facilities, production processes, and employees.3! Seven out of
the nine responding U.S. producers of A-312 pipes stated that they also
produce A-249 and A-269 tubes using the same or similar manufacturing
processes and production employees, at least through the welding stage.3?
Both pipes and tubes are formed and welded in the same general manner;
producers change the forming dies to adjust for differences in diameter.3?
After the welding stage, however, there are differences; tubes usually undergo
supplemental processing such as cold drawing, cold working, and additional
annealing. Nonetheless, there is evidence that not all tubes are cold-drawn,
and some smaller diameter pipes also undergo additional processing.3*

We note that A-312 pipe prices are generally lower than tube prices due
to the higher volume production lots of pipes, and to the additional
processing and higher manufacturing costs of tubes.3® Also, because A-312
pipes and pressure tubes are manufactured to different and very specific ASTM
classifications, they generally are not interchangeable. Further, customef

and producer perceptions of these products differ. We do not, however, find

29  Report at I-13 to I-14.

30 Report at I-14.

31 Hearing Tr. at 12.

32 Report at I-11 to I-13. :

33 Report at I-7; Hearing Tr. at 90. Both pipes and tubes share the
following production and finishing steps: form, weld, anneal, straighten,
cut, pickle, and inspect. Field visit notes (Aug. 20, 1992).

34 Report at I-9 to I-13.

35  Report at I-7 to I-8; Hearing Tr. at 32.
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these differences to be dispositive. The similarities in physical
characteristics, end uses, channels of distribution, manufacturing processes,
‘and production employees lead us to conclude that pressure tubes are like the
imported A-312 pipes.

Mechanical Tubes3®

Petitioners argue that mechanical tubes are not like A-312 pipes.
Respondents argue that mechanical tubing should be included in the like
product, but acknowledge that there are more differences between mechanical
tubes and A-312 pipes than between pressure tubes and A-312 pipes.3’ Based on
our analysis of the traditional like product factors, we find that, unlike
pressure tubes, mechanical tubes are quite distinct from A-312 pipes, and we
therefore determine that they are not part of the like product.

First, regarding physical characteristics, mechanical tubes are thinner
and lighter than A-312 pipes and are generally not heat treated (or annealed);
thus, they are not as strong as A-312 pipes.3® Unlike A-312 pipes, mechanical
tubes may be rectangular or square shaped.?? In addition, they are considered
to be of lower quality than pressure tubes since they are designed for light
structural or ornamental use only.*°

Mechanical tubes and A-312 pipes serve very distinct end uses.®!

Mechanical tubes have structural or ornamental uses,“? and are never used to

36  Mechanical tubes (also known as ornamental tubes) are classified under

ASTM A-554.

37 Hearing Tr. at 91.

38 Report at I-6 n.ll; Hearing Tr. at 33, 91; Petitioners' Prehearing
Brief at 27.

39 Report at I-6 n.ll; Hearing Tr. at 33.

4 Report at I-7 n.1ll and I-10.

41 Hearing Tr. at 92.

42 For example, they are used to make furniture, moldings, appliance
handles, and handrailings. Report at I-10; Petitioners' Prehearing Brief at
28.
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transmit fluids and gases, as are A-312 pipes.*3
There are significaﬁt differences in the manufacturing processes of
mechanical tubes versus A-312 pipes. As noted, mechanical tubes, unlike A-
312 pipes, do not undergo an annealing process. Mechanical tube; do not have
a smooth and flush weld bead, and are sometimes not straightened after

welding.**

Mechanical tubes may also be polished, whereas A-312 pipes are not
generally polished.* Furthermore, mechanical tubes are not subject to the
rigorous pressure resistance testing that A-312 pipes must updergo.66 Only
one of the nine responding U.S. producers of A-312 pipes also produces
mechanical tubes.*’

Finally, mechanical tube prices are lower than A-312 pipe prices because
mechanical tubes are less costly to produce.“®

Since mechanical tubes and A-312 pipes differ significantly in their
physical characteristics, end uses, customer perceptions, manufacturing

processes, and price, we find that mechanical tubes are not like the imported

A-312 pipes.*®

43 Accordingly, these products are not interchangeable, nor do they even

share the same general end uses, and customers do not perceive mechanical
tubes to be like, or even similar to, A-312 pipes. Hearing Tr. at 33;
Petitioners' Prehearing Brief at 28. Mechanical tubes and A-312 pipes do,
however, share common channels of distribution since they are both sold to
distributors. Report at I-13.

4 Report at I-6 n.l1ll.

45 Field visit notes (Aug. 20, 1992).

46 Hearing Tr. at 33-34,

47 Report at I-12 (Table 1).

“8  Hearing Tr. at 34.

% We note that this finding is consistent with previous Commission pipe
and tube determinations where mechanical tubes have been found to be separate
like products. See Certain Circular, Welded, Non-Alloy Steel Pipes and Tubes
from Brazil, the Republic of Korea, Mexico, Romania, Taiwan, and Venezuela,
Inv. Nos. 731-TA-532 through 537 (Final), USITC Pub. 2564 (Oct. 1992) at 15-
17 (Commission found mechanical tubing that is not cold-drawn or cold-rolled
to be a separate like product from standard and structural pipes); Certain

(continued...)
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Grade 409 Tubes

Petitioners also argue that grade 409 tubes are not like A-312 pipes.
Respondents argue for their inclusion in the like product, but admit that
there are more differences between grade 409 tubes and A-312 pipes than
between pressure tubes and A-312 pipes.>®

Based on the information developed in these final investigations, we
determine that there are compelling reasons to find that grade 409 tubes are
not a part of the like product.’® To begin with, grade 409 tubes and A-312
pipes have significant differences in physical characteristics. Their
chemical compositions are different -- grade 409 tubes are ferritic whereas A-
312 pipes are austenitic.5? Furthermore, compared with A-312 pipes, grade 409
tubes meet lower performance standards and have thinner walls.>®?

The end uses of these products are also completely distinct. Grade 409

tubes are almost all used to convey automotive exhaust, while A-312 pipes are

49 (...continued)

Welded Carbon Steel Pipes and Tubes from the Republic of Korea, Inv. Nos. 701-
TA-168 (Final), USITC Pub. 1345 (Feb. 1983) at 5; and Certain Welded Steel
Pipes and Tubes from the Republic of Korea and Taiwan, Inv. Nos. 731-TA-131
and 132 (Preliminary), USITC Pub. 1389 (June 1983) at 7.

50 Hearing Tr. at 92; Korean Respondents' Posthearing Brief at 8.

31 Although the Commission included grade 409 tubes in the like product
in the preliminary investigations, it specifically noted that it intended to
revisit this issue in any final investigations because, in the prior
investigations involving stainless steel pipes and tubes from Sweden, the
Commission had excluded grade 409. See Stainless Steel Pipes and Tubes from
Sweden, Inv. No. 731-TA-354 (Final), USITC Pub. 2033 (Nov. 1987) at 6-7;
Stainless Steel Pipes and Tubes from Sweden, Inv. No. 701-TA-281 (Final),
USITC Pub. 1966 (April 1987) at 7.

52 Report at I-6 n.ll; Hearing Tr. at 35; Petitioners' Prehearing Brief
at 30. Austenitic pipes and tubes contain chromium and nickel, while ferritic
tubes contain no nickel and generally have higher levels of chromium.
Austenitic pipes and tubes are more stress resistant and more ductile than
ferritic tubes and they can also withstand heat, pressure, and corrosion
better. Petitioners' Prehearing Brief at 30.

33 Report at I-6 n.1ll and I-8; Hearing Tr. at 34; Petitioners:
Posthearing Brief, Responses to Commission Questions, at 7.
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used primarily to transport fluids and gases in processing facilities.’>*
Grade 409 tubes are not interchangeable with A-312 pipes as they are not
pressure-tested or as corrosion resistant as A-312 pipes.>®

The channels of distribution of these products are also completely
distinct. Grade 409 tubes are all sold directly to end users, whereas A-312
pipes are sold to distributors.>®

According to the U.S. producers' responses to Commission questionnaires,
three out of nine U.S. producers of A-312 pipes also produce grade 409 tubes
with some overlap in production processes, manufacturing equipment, and

production employees.®’

Nonetheless, the record contains evidence that there
are differences in the production processes and manufacturing facilities for
grade 409 tubes and A-312 pipes.®® For example, virtually all grade 409
tubing is produced in large volumes using high frequency welding mills,
whereas A-312 pipes cannot be made using high frequency welding.>°
Furthermore, grade 409 producers' manufacturing equipment cannot produce A-
312 pipes because they do not have the additional horsepower to roll-form the
A-312 pipes' thicker walls.®°

On balance, we find that the differences between grade 409 tubes and A-

312 pipes support a determination not to include grade 409 tubes in the like

product. Therefore, for purposes of these final investigations, we determine

54 Report at I-6 n.ll.

55 Report at I-6 n.ll; Hearing Tr. at 35; Petitioners' Prehearing Brief
at 30.

56 Report at I-13 and I-14.

57 Report at I-12 (Table 1). Petitioners, however, claim that only one
domestic producer of A-312 pipes produces significant quantities of grade 409
tubes.

58  Hearing Tr. at 35,

59  Petitioners' Posthearing Brief, Responses to Commission Questions at

60 1d.
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that the like product consists of all welded stainless steel pipes and welded
stainless steel pressure tubes, and we define the domestic industry as the

manufacturers of these products.

IT. Condition of the Doméstic Industry

In determining whether there is material injury to a domestic industry
by reason of the LTFV imports, the Commission is directed to consider rall
relevant economic factors that have a bearing on the state of the industry in
the United States . . . ."®! These include production, consumption,
shipments, inventories, capacity utilization, market share, employment, wages,
productivity, financial performance, capital expenditures, and research and
development.®? No single factor is determinative, and the Commission
considers all relevant factors "within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.n®?

With respect to the conditions of competition distinctive to the
industry producing welded stainless steel pipes and pressure tubes
(hereinafter referred to generally as "pipes and tubes"), we first note that
U.S. consumption of pipes and tubes is driven by the demand in the downstream
industries (e.g., the chemical industry, the pulp/paper industry, and the
energy industry).% Demand in these industries has generally been increasing.
U.S. consumption of pipes and tubes (by quantity) increased by over ten
percent from 1989 to 1991, but decreased by four percent in January to June

(interim) 1992 compared with interim 1991.6%

Another notable condition of competition affecting the domestic industry

61 19 U.S.C. § 1677(7)(C)(ii1i).
62 1d.

63 EE.

64 Report at I-36.

65  Report at C-7 (Table C-7).
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was the worldwide decline in prices of nickel and ferrochromium, which are raw
materials used in the production of austenitic pipes and tubes.®®

Although some of the economic indicators that the Commission normally
considers in assessing the condition of the domestic industry were mixed
during the period of investigation, overall they revealed an industry
experiencing difficulties. Domestic production, capacity, and productivity
experienced overall, but modest, increases from 1989 to 1991..67 These
increases were not as great as the increase in domestic consumption, and the
market share of U.S. producers consequently decreased 6.9 percentage points
from 1989 to 1990 and 3,1 percentage points from 1990 to 1991 (10.0 percentage
points overall from 1989 to 1991).¢®

The information regarding other economic performance indicators was more
clearly symptomatic of an industry in distress. For example, U.S. shipments
by quantity increased 4.0 percent from 1989 to 1990, and then decreased 6.1
percent from 1990 to 1991 (an overall decrease of 2.4 percent from 1989 to
1991).%° By total value, U.S. shipments decreased 9.5 percent from 1989 to
1990, and continued to decrease 12.1 percent from 1990 to 1991 (an overall

decrease of 20.5 percent from 1989 to 1991).7° The average unit value of U.S.

66 See Korean Respondents' Prehearing Brief at 21-22; Taiwan Respondents'

Prehearing Brief at 4-6; and Petitioners' Posthearing Brief at 9-11.

67 Report at C-7 (Table C-7). These factors also increased from interim
1991 to interim 1992. 1Id. We are inclined to give relatively less weight to
interim period comparisons given that subject imports decreased dramatically
during interim 1992, following institution of these investigations. We find
no evidence to suggest that subject imports decreased for reasons other than
the institution of these investigations. See USX Corp. v. United States, 655
F. Supp. 487, 492 (Ct. Int'l Trade 1987); Philipp Bros., Inc. v. United
States, 640 F. Supp. 1340, 1346 (Ct. Int'l Trade 1986).

68 Domestic producers' market share increased in interim 1992 when
subject imports declined significantly, relative to interim 1991. Report at
C-7 (Table C-7).

69  Report at C-7 (Table C-7).

70 Report at C-7 (Table C-7).
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shipments decreased 13.0 percent from 1989 to 1990 and 6.3 percent from 1990
to 1991 (a total decrease of 18.5 percent from 1989 to 1991).7* Although end-
of-period inventories (by quantity) declined by 8.6 percent from 1989 to
1990, as a result of the subsequent decline in shipments, coupled with
increases in production and capacity, end-of-period inventories increased
dramatically -- by 46.5 percent -- from 1990 to 1991 .’? The ratioc of end-
of -period inventories to shipments decreased 1.3 percentage points from 1989
to 1990 and then increased 4.8 percentage points from 1990 to 1991.73

The number of production and related workers increased from 1989 to 1990
by 3.5 percent, but then decreased 6.3 percent from 1990 to 1990; hours worked
increased somewhat (0.6 percent) from 1989 to 1991, but then also decreased
2.2 percent from 1990 to 1991; similarly, total compensation paid increased
from 1989 to 1990 (1.8 percent), then decreased 2.9 percent from 1990 to‘
1991.74

The poor health of this industry is even more apparent from an
evaluation of its financial indicators. Operating income decreased 34.7
percent from 1989 to 1990, and 38.4 percent from 1990 to 1991 -- an overall

decline of 59.8 percent from 1989 to 1991.75 During 1989 to 1991, an

1 U.S. shipments rebounded when comparing interim 1992 with interim

1991. Report at C-7 (Table C-7). We note that the overall drop in values and
unit values may be attributable in part to the fact that 1989 values and unit
values included nickel and chromium surcharges. Report at I-14.

2 End-of-period inventories also increased (by 5.5 percent) when
comparing interim 1991 with interim 1992. Report at C-7 (Table C-7).

73 The ratio of inventories to shipments also increased slightly (0.3
percent) from interim 1991 to interim 1992. Report at C-7 (Table C-7).

7% During interim 1992 compared with interim 1991, the number of
production and related workers, hours worked, and total compensation paid
decreased by 5.8, 8.4, and 3.5 percent, respectively. Report at C-7 (Table C-
7).

7> There was also a decrease of 26.9 percent when comparing interim 1992
with interim 1991. Report at C-7 (Table C-7).
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76 Net sales

increasing number of domestic producers showed operating losses.
decreased 10.4 percent from 1989 to 1990, and 9.4 percent from 1990 to 1991,
with an overall decrease of 18.8 percent between 1989 to 1991.77 Operating
income as a ratio to net éales decreased 3.2 percentage points from 1989 to
1990, and 2.7 percentage points from 1990 to 1991 (an overali 5.9 percentage
point decrease from 1989 to 1991).7® C(Capital expenditures decreased
irregularly while research and development expenses increased irregularly

throughout the period of investigation.’®

Based on their analysis of the
information in the record, Chairman Newquist and Commissioner Rohr conclude
that the domestic industry is currently experiencing material injury.%°
III. Cumulation

In determining whether there is material injury by reason of LTFV
imports, the Commission is required to assess cumulatively the volume and
effect of imports from two or more countries subject to investigation if such
imports are reasonably coincident with one another and "compete with each

other and with like products of the domestic industry in the United States

market. "8 Cumulation is not required, however, when imports from a subject

76 Report at I1-29 (Table 6).

77 In addition, there was a slight increase of 0.3 percent in interim
1992 as compared with interim 1991. Report at C-7 (Table C-7).

8 Operating income as a ratio to net sales also decreased 2.3 percent in
interim 1992 as compared with interim 1991. Report at I-24 (Table C-7).

79  Report at I-35 and I-37.

80  Vice Chairman Watson and Commissioner Nuzum do not reach a separate
conclusion of material injury based solely upon the condition of the industry.
81 19 U.S.C. § 1677(7)(C)(iv)(I); Chaparral Steel Co. v. United States,
901 F.2d 1097 (Fed. Cir. 1990). In assessing whether imports compete with
each other and with the domestic like product, the Commission generally has

considered four factors:

(1) the degree of fungibility between the imports from different

countries and between imports and the domestic like product,

including consideration of specific customer requirements and
(continued...)
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country are negligible and have no discernible adverse impact on the domestic
industry.8?

In its preliminary determinations, the Commission found that the
"evidence clearly indicates that the subject imported products compete with
each other and with the domestic product."® The evidence obtained in these
final investigations continues to support the Commission's earlier decision to

cumulate the imports from Korea and Taiwan.®* 8

81 (...continued)

other quality related questions;

(2) the presence of sales or offers to sell in the same geographic
markets of imports from different countries and the domestic like
product;

(3) the existence of common or similar channels of distribution
for imports from different countries and the domestic like
product; and

(4) whether the imports are simultaneously present in the market.

See Fundicao Tupy S.A. v. United States, 678 F. Supp. 898 (Ct. Int'l Trade
1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988). While no single factor is
determinative, and the list of factors is not exclusive, these factors are
intended to provide the Commission with a framework for determining whether
the imports compete with each other and with the domestic like product. See,
e.g., Granges Metallverken AB v. United States, 716 F. Supp. 17 (Ct. Int'l
Trade 1989). Only a "reasonable overlap" of competition is required. See,
e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50, 52 (Ct. Int'l Trade
1989)

82 19 U.S.C. § 1677(7)(C)(v). In determining whether imports are
negligible, the statute directs the Commission to consider all relevant
economic factors including whether: (I) the volume and market share of the
imports are negligible; (II) sales transactions involving the imports are
isolated and sporadic; and (III) the domestic market for the like product is
price sensitive by reason of the nature of the product, so that a small
quantity of imports can result in price suppression or depression. Id.

8  See USITC Pub. 2474 at 10.

84 Neither petitioners nor respondents have argued that the Commission
should alter its earlier decision to cumulate imports for purposes of its
present material injury determinations.

85 We note that an antidumping duty order was recently imposed on imports
of welded stainless steel pipe and tube from Sweden and, thus, we considered
whether the unfairly traded imports from Sweden entering the United States
prior to that order should be cumulated with the imports subject to these
investigations. 57 Fed. Reg. 52761 (November 5, 1992). The antidumping order
on Swedish pipes and tubes was issued on November 5, 1992, within the time

(continued...)
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We find that the Taiwan, Korean, and U.S. A-312 pipe products are
fungible as they must all meet the same ASTM specifications and are all

generally sold as commodity products.3¢

All U.S. producers, and a majority of
importers of pipes from Taiwan and Korea, reported that they sell A-312 pipes
throughout the continental United States, and almost all A-312 pipes are sold
through the same channels of distribution.®” In addition, imports from Taiwan

and Korea have been simultaneously present in the market.®®

The market penetration rates of imports from Korea and Taiwan are

85 (...continued)
period the Commission has found sufficiently "recent" to warrant cumulation of
imports subject to a recent final order. The Commission's application of the
recent order exception is based on a recognition of the fact that imports
entered prior to the issuance of a recent final order may have a continuing
adverse effect on the domestic industry. See Chaparral Steel Co. v. United
States, 901 F.2d. 1097 (Fed. Cir. 1990). That rationale does not apply in the
unique circumstances of this case, however. Although the antidumping order
was issued in November 1992, liquidation of imports from Sweden was suspended
as of December 7, 1990. 55 Fed. Reg. 51745 (Dec. 17, 1990). Further, imports
from Sweden, which accounted for approximately one percent of U.S. consumption
of welded stainless steel pipes and tubes in 1990, declined dramatically
following the suspension of liquidation, accounting in 1991 for less than .01
percent of domestic consumption. Report at F-3. We therefore conclude that
these imports are negligible and have no discernible impact on the domestic
industry. Neither petitioners nor respondents have argued that the Commission
should cumulate imports from Sweden in this case.

8  See Report at I-5. The Korean respondents, however, have argued that
Korean A-312 pipe is different from U.S. A-312 pipe since most U.S. A-312
pipes are rfully-finished;" in other words, they have the weld beading removed
along the welding line on the interior of the pipe. Hearing Tr. at 89, 97-
100. 1In any event, according to all U.S. importers and distributors, U.S.
producers, and three out of five end-users, A-312 pipes from Taiwan and Korea
are viewed as interchangeable with one another and with U.S.-produced A-312
pipes. Seven out of eight responding producers, and eight out of ten
responding importers, stated that quality differences between U.S.-produced A-
312 pipes and Taiwan and Korean A-312 pipes are not a major factor affecting
domestic sales. Report at I-37; Hearing Tr. at 25, 47, 56. However, almost
half of the distributors reported that the quality of the Korean products was
not acceptable in certain end uses. Nonetheless, we find that only a small
percent of domestically consumed A-312 pipes is applied to these end uses.
See Economic Memorandum at 16. Thus, overall, we conclude that the record
evidence supports a finding that the products are indeed fungible.

87  Report at I-13 and I-36.

8  Report at I1-32 (Table 18); Petitioners' Prehearing Brief at 34.
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considerably higher than in previous investigations where the Commission has
found imports to be negligible, and furthermore, imports from these two
countries were neither isolated nor sporadic.®® The legislative history also
indicates this exception should be applied with n"particular care in situations
involving fungible products, where a small quantity of low-priced imports can
have a very real effect on the market."?® Thus, we determine that application
of the negligible imports exception is not warranted in these investigations.

IV. Material Injury by Reason of LTFV Imports

In determining whether the domestic industry is materially injured by
reason of the imports under investigation, the statute directs the Commission

to consider:

(I) the volume of imports of the merchandise which is the subject
of the investigation;

(I1I) the effect of imports of that merchandise on prices in the
United States for like products; and

(I1I) the impact of imports of such merchandise on domestic
producers of like products, but only in the context of production
operations within the United States.®:

In making this determination, the Commission may consider "such other

economic factors as are relevant to the determination . . . ."%? However, the
89  See, e.g., Certain Circular, Welded, Non-Alloy Steel Pipes and Tubes

from Brazil, the Republic of Korea, Mexico, Romania, Taiwan, and Venezuela,
Inv. Nos. 731-TA-532 through 537 (Final), USITC Pub. 2564 (Oct. 1992) at 28-
29. 1In these investigations, imports from Korea increased from 0.5 percent of
domestic consumption (by quantity) in 1989 to 5.2 percent in 1991, but
decreased from 7.9 percent of the market in interim 1991 to 2.0 percent in
interim 1992; imports from Taiwan increased from 3.5 percent in 1989 to 9.4
percent in 1991, and decreased from 9.6 percent in interim 1991 to 5.7 percent
in interim 1992. Report at C-7 (Table C-7).

%  H.R. Rep. No. 40, 100th Cong., 1lst Sess., pt. 1, at 130 (1987); see
also H.R. Rep. 576, 100th Cong., 2d Sess. 621 (1988).

%1 19 U.S.C. § 1677(7)(B)(1i).

92 19 U.S.C. § 1677(7)(B)(ii).
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Commission is not to weigh causes.®® The Commission need not determine that
imports are "the principal, a substantial or a significant cause of material
injury."® Rather, a finding that imports are a cause of material injury is
sufficient.% 9%

Cumulated subject imports increased 303.4 percent (by quantity) from
1989 to 1991.%7 We find strong evidence of displacement of the domestic like
product by subject imports. Despite an increase in apparent U.S. consumption,
U.S. producers' share of consumption decreased by 10.0 percentage points (by
quantity) while the subject imports increased their share of consumption by
10.6 percentage points (by quantity) from 1989 to 1991. The volume of subject
imports, and the increase in that volume, both absolutely and relatively, are
significant.

In evaluating the effects of the subject imports, we find that the low
prices of these imports have resulted in significantly increased import
penetration levels and have suppressed and depressed domestic prices of pipes

98

and tubes. U.S. producers' selling prices to distributors of A-312 pipes

declined significantly, between 20.5 and 27.5 percent during the ten quarters

%%  gee, e.g., Citrosuco Paulista, S.A. v. Urited States, 704 F. Supp.

1075, 1101 (Ct. Int'l Trade 1988).

% S. Rep. No. 249, 96th Cong., lst Sess. 57 and 74 (1979).

% See e.g., Metallverken Nederland, B.V. v. United States, 728 F. Supp.
731, 741 (Ct. Int'l Trade 1989); Citrosuco Paulista S.A. v. United States, 704
F. Supp. 1075, 1101 (Ct. Int'l Trade 1988).

%  Views on the proper standard of causation of Vice-Chairman Watson are
most recently set out in Certain Circular, Welded, Non-Alloy Steel Pipes and
Tubes from Brazil, the Republic of Korea, Mexico, Romania, Taiwan, and
Venezuela, Inv. Nos. 731-TA-532 through 537 (Final), USITC Pub. 2564 (Oct.
1992) at 33-34 n.148.

97 The quantity of cumulated imports decreased 58.0 percent in interim
1992 compared with interim 1991. Report at C-7 (Table C-7). As noted above,
we have given relatively less weight to interim period comparisons due to the
dramatic decrease in subject imports subsequent to the filing of the petition.
See, supra, note 67.

9%  Report at I-36 and I-46.




25

examined.®® U.S. importers' prices of subject imports also declined
continuously during this period.!°® The evidence reveals that out of 36
available price comparisons, the Korean product undersold domestic A-312 pipe
prices in 34 instances by margins ranging from 5.1 to 27.5 percent; the Taiwan
product undersold the domestic product in 34 out of 40 possible price
comparisons with margins ranging from 0.1 to 17.5 percent.!®® Purchase prices
also generally declined for the domestic, Korean, and Taiwan A-312 pipes.102

The evidence shows that domestic producers lost sales to, and/or had to
lower their prices to compete with, the subject imports.!®® This contributed
to a decrease in the value of their shipments, market share, and net sales; a
substantial decrease in operating income; and a dramatic increase in
inventories. In addition, we note that a domestic producer of pipes and tubes
shut down one of its plants due in part to the adverse impact of unfairly
traded imports from Korea and Taiwan.!%

As noted above, subject imports are fungible with domestically produced
A-312 pipes, which constitute approximately half of all domestic production of

the like product.!®® 1In this regard, we find it noteworthy that the domestic

99  Report at I-38 to I-40.

100 prices for Korean A-312 pipes decreased by 6.6 to 18.3 percent, and
prices for Taiwan A-312 pipes decreased by 16.8 to 34.7 percent. Report at I-
38 and I-41.

101 Report at I-38 and I-41.

102 purchase prices for the U.S. products declined between 23.2 and 29.0
percent; between 6.6 and 32.0 percent for the Korean products; and between 5.8
and 30.8 percent for the Taiwan products. Report at I-42. We recognize that
- some of the reduction of domestic prices is attributable to the decline in the
prices of the input products nickel and ferrochromium. However, the overall
price decline of the domestic products was greater than the decrease in these
input costs. Petitioners' Post-Hearing Brief at 9-11.

103 See Report at I-46. See also company-specific allegations of
negative effects of imports at D-3.

104 Tetter to Paul Bardos from David Hartquist (Nov. 25, 1992).

105 Report at C-1, C-2 and C-4.
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producers of A-312 pipes experienced a significantly greater decrease in the
value of net sales, operating income, and operating income as a percentage of

06 This difference

net sales, compared with domestic pressure tube producers.?
between the financial performance of A-312 pipe producers and pressure tube
producers can be explained at least in part by the fact that the A-312
producers had to compete directly with increasing volumes of more fungible
subject imports.

Based on the foregoing, we find that the domestic industry is materially

injured by reason of the subject imports from Korea and Taiwan.

V. Critical Circumstances

The Department of Commerce found critical circumstances with respect to
two Taiwan producers, Jaung Yuann Enterprise Cé., Ltd. and Yeun Chyang
Industrial Co., Ltd.!®” 1In accordance with 19 U.S.C. § 1673d(b) (4)(A) (i),
when Commerce makes an affirmative determination with respect to critical
circumstances, the Commission must determine "whether retroactive imposition
of antidumping duties on the merchandise appears necessary to prevent
recurrence of material injury that was caused by massive imports of the
merchandise over a relatively short period of time." The Commission must
evaluate whether "the effectiveness of the éntidumping duty ofder would be
materially impaired if retroactive duties were not imposed."%® An
affirmative critical circumstances determination by the Commission results in
the retroactive applica;ion of the antidumping duty order for a period of 90

days prior to the suspension of liquidation, which in these investigations

106 Report at C-3 (Table C-1) to C-4 (Table C-4).

107 Final Determination of Sales at Less Than Fair Value: Certain Welded
Stainless Steel Pipe From the Republic of Korea, 57 Fed. Reg. 53708 (Nov. 12,
1992).

108 19 U.S.C. § 1673d(b)(4)(A)(ii).
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occurred on June 22, 1992, 109
The legislative history of the critical circumstances provision states
that the purpose of the provision is to: (1) provide prompt relief for the
domestic industry suffering from large volumes of imports or a surge in
imports over a short period; and (2) deter exporters from attempting to
circumvent the antidumping statute.!??

In Extruded Rubber Thread from Malaysia, the Commission stated:

A surge in imports can occur as a result of an attempt
to circumvent the antidumping statute immediately
after the initiation of an investigation and, where
Commerce finds critical circumstances, we would be
required to consider that surge. The adverse impact
of such a surge can continue to affect the domestic
industry during and after the 90-day period during
which retroactive duties can be imposed. 1If, however,
the surge itself dissipates before the 90-day period
begins, retroactive imposition of duties cannot
meaningfully rprevent recurrence of material injury"
resulting from that surge since the duties cannot
reach those imports, and, therefore, cannot affect the
impact of those LTFV imports on the domestic
industry.1?

There is no evidence in the record that imports from Jaung Yuann and
Yeun Chyang surged during or after the 90-day period prior to the suspension
of liquidation.!!? We do not find that the imposition of retroactive duties
in these investigations is necessary to prevent the recurreﬁce of material
injury, or that the effectiveness of the antidumping duty order on subject
imports from Taiwan will be materially impaired if we do not impose
retroactive duties. Therefore, we do not find critical circumstances to exist

in these investigations.

109 19 U.S.C. § 1673d(c)(4); 57 Fed. Reg. 27731 (June 22, 1992).

110 see H. Rep. No. 317, 96th Cong., lst Sess. 63 (1979). :
111 Inv. No. 731-TA-527 (Final), USITC Pub. 2559 (Sept. 1992) at 26.
112 Report at 1-28 (Table 16).
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DISSENTING VIEWS OF COMMISSIONERS BRUNSDALE AND CRAWFORD
Investigation Nos. 731-TA-540-541 (Final)
December 18, 1992

Based on the evidence gathered in these investigations, we
find that the domestic’industry producing welded stainless steel
pipes and pressure tubes is not materially injured by reason of
dumped imports of certain welded stainless steel pipes from the
Republic of Korea. ' Commissioner Brunsdale also finds that the
domestic industry is not materially injured by reason of dumped

' wWe

imports of certain welded stainless steel pipes from Taiwan.
join in the majority's discussion and findings regarding the like
product and domestic industry, and the conclusions reached on

cumulation.?

I. MATERIAL INJURY BY REASON OF LTFV IMPORTS

In making its determination, the statute directs the
Commission to consider the volume of subject imports,'the effect
of subject imports on domestic prices, and the impact :0of subject
imports on the domestic industry. In addition, it "may consider

such other economic factors as are relevant to the determination

'  Commissioner Crawford did not participate in the

investigation involving certain welded stainless steel pipes from
Taiwan.

2 Although Commissioner Crawford did not participate in the
investigation of dumped imports from Taiwan, in accordance with the
statute, she cumulates Taiwanese imports with Korean 1mports in the
Korean investigation.
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regarding whether there is material injury by reason of
imports."l

The stétﬁte:requires that we fihd'ﬁaterial iﬁjury to the
domestic industry "by reason of" the dumped imports. In
assessing the effect of dumped imports, we compare the current
condition of the domestic industry to that which would have
existed had imports been sold at tair value. Then, taking into

account the condition of the industry, we determine whether the

resulting change in circumstances constitutes material injury.

A. Conditions of Competition

The statute directs the Commission to evaluate relevant
economic factors in the "context ofvthe business cycle and
conditions of competition that are distinctive to the affected
industry."‘ |

The demand for welded stainless steel pipes depends on the
level of initial construction and replacement of existing

facilities in the process industries.’

The product is used as a
conduit to transmit liquids and gases from one process to another
within a production facility. Major end uses include digester
lines, blow lines, pharmaceutical lines, petrochemical stock
lines, brewery process and transport lines, general food

processing lines, automotive paint lines, and paper process

> 19 U.S.C. §1677(7) (B).
“ 19 U.s.C. §1677(7) (C).

> See Report at I-36.



machines.® The demand for pressure tubes included in the like
product depends on the level of industrial activity in its end-

. use markets, the process industries. End uses include a wider
_.range of applicationsifrom ieSS'demahding structural uses to more
critical applicatiohs, such aé‘heating‘and'cdoling apparatus.7

U.S. producers and Korean and Taiwanese imborters sell most
of their pipes to distributors which theh resell pipe to end
users. Distributors maintain ihventories of the most common
pipes and special. order the iess frequently requested pipes. End
users usually purchase small quantitiés of pipe as needed.

ITC staff estimatedlthe elasticity of demand for stainless
steel pipes and pressure tubes to bé in the range of 0.3 to 0.7.
There are few, if any, applicétions-where.substitute prpducts
made from plastics and‘other‘ad§anced materials can be used in
the same applications as.welded stainless steel pipes and‘
pressure tubes. Properﬁieé‘impérted by stainless steel, such as
corrosion reéiétaﬁce,istrength,fand‘temperature resistance,
generally are not imparted by bﬁher}éﬁbétitﬁte méterials. Carbon
and other relatively lower-priéedAsteei pipes are not functional
substitutes for'stainless'steel'pipes."Seamless pipes and tubes
are not commercially ihﬁeréhangeable with welded pipes and tubes,
principaliy due to price and.technical'difficulties. Based on
this evidence, we agree}with staff's eiésticity of demand

estimate.

¢ see Report at I-10.

7 See Report at I-10.
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| Substitutability also is a critical factor in determining
the volume, price effects, and impact of the subject imports on
the domestic like product. Price-is almost always important}in
any purchase decision and was cited by parties to this
investigation as the primary factor in a purchaser's sourcing

8

decision.® Quality and delivery terms also were cited as

important factors, but were considered secondary to price in the.
purchase decision.’
The staff estimates the elasticity of substitution between
certain imported welded stainless steel pipes (A-312 pipes) and
the domestic like product to be between 1.7 and 3.7. Differences
in lead times between domestic and subject products and some "Buy
American" policies limit s‘ubstitutabil’ity-.10 The imported and
domestic A-312 pipes, however, are substitutable in most
applications, and compete directly in the domestic market.:
However, there are certain critical use applications,‘such
as nuclear power plants, certain chemical operations, pipe
threading applications, and federal contracting, where subject A-
312 pipes cannot be readily substituted for the domestic A-312
pipe. Non-price factors, such as quality.assurancés and federal
restrictions on foreign sourcing, severely restrict the |
substitutability of the subject imports and domestic products.

While we have no precise figure, staff estimates that these

8 see Report at I-36.
° see Report at I-37.

' see Memorandum EC-P-087, p.19.
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applications represent a small portion of the total market for &
312 pipes.

There is no substitutability between subject A-312 pipes and
domestic non-A-312 pipes and pressure tubes. Since domestic A-
312 pipes represented less than 40 percent of quantity of welded
stainless steel pipes and pressure tubes shipped in 1991, the
lack of substitutability lowers the overall elasticity of
substitution between the subject imports and the domestic like
product.

In aggregate, the low to moderate range of elasticities
of substitution estimated by staff reflects a weighted average of
the degree of substitutability between the subject imports and
various components of the domestic like product. In conducting
our analysis, we conservatively considered an elasticity of
substitution at the high end of the range estimated by the

Commission staff.

B. Volume Effects

In determining whether subject imports have caused material
injury to the domestic industry, the statute directs the
Commission to consider "whether the volume of imports of the
merchandise, or any increase in that volume, either in absolute
terms or relative to production or consumption in the United
States, is significant."

The volume and market share of subject pipes imported from

" 19 U.S.C. §1677(7) (C) (i) .
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Korea and Taiwan increased over the period of investigation, but
accounted for less than 15 percent by value of the market in
1991. The market share of fairly traded imports declined
slightly during the period of investigation to less than 10
percent of the market in 1991 while domestic producers still
accounted for the vast majority of the market by value in 1991."

Dumping margins are one factor we consider in assessing the
impact of the dumped imports on prices in the United States of
the like product, and ultimately, on domestic producers. The
higher the dumping margin the greater the difference between the
dumped price of imports and their price at fair value. This, in
turn, affects the magnitude of the increase in unfair imports.

We note that the dumping margins estimated by Commerce for Korea
were between 2.6 and 7.8. Taiwanese dumping margins were between
3.5 and 31.9. Staff estimates the weighted-average margin to be
15.5.

The overall quantity demanded of certain welded stainless
steel pipes is not likely to be affected by relatively small
changes in price. These pipes are inputs into various downstream
construction projects and they appear to have no close
substitutes. Consequently, small changes in price will not cause

end users to increase their purchase of pipes.

2 gee Report at I-28, Table 12.

 In the interim period, domestic share increased
significantly.
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C. Price Effects

In evaluating the effects of subject imports on the price of
the domestic like product, the statute directs the Commission to
consider whether there is significant price underselling by the
subject imports and whether the subject imports depress prices to
a significant degree, or prevent to a significant degree, price
increases that otherwise would have occurred.“,

The price comparison data for both subject and domestic A-
312 pipes show a consistent price decline during the period of
investigation, with both Taiwanese and Korean import prices
tending to decline faster than domestic prices. The cost of
goods sold on a per ton basis increased during the period of
investigation.

Price comparison data also show persistent high margins of
underselling during the entire period of iﬁvestigation. These
persistently high margins are inconsistent with the behavior of
near commodity-type products, thus suggesting that factors other
than price may be captured in the price differentials observed.

Certain purchasers claimed that they prefer to purchase the
domestic product even if the price is slightly higher because

> Another said

lead times are shorter and quality is higher.
that the U.S. producers have a quality advantage because they can

manufacturer a full-finished pipe that is not available from

% 19 U.s.C. §7)(C) (ii).

> See Report at I-71.
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foreign sources.'®

Still another producer pointed to
longstanding supplier relationships as a reason for preferring
the domestic product.17 These statements seem to be reflected in
the reported price comparison data.

In addition, we note that underselling data only compare
prices of the largest domestic sale and the largest import sale
for each period, and therefore, may not be completely reliable.
They show U.S. A-312 pipe selling for a price premium throughout

18 For these reasons, we place

the period of investigation.
little weight in this determination on the underéelling data

collected.

D. Impact of the Subject Imports on the Domestic Industry

In evaluating the condition of the AOmestic industry, the
statute directs us to consider "all relevant economic factors
which have a bearing on the state of the industry in the United

States."19

Specifically, we consider, among other factors,
domestic consumption, production, shipments, market share,
capacity utilization, employment, wages, productivity, domestic

prices, profits, cash flow, the ability to raise capital,

® See Report at I-72.
7 see Report at I-72.

8 0f course, we know the imports were dumped only between June
1, 1991 and November 30, 1991.

Y 19 U.s.C. §1677(7) (C) (iii).
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investment, and development and production efforts.?® 1In
-addition, the Commission considers the particular nature of the
industry under investigation, including any "business cycle and
conditions of competition that are distinctive to the affected
industry."21

Domestic capacity increased during the period of
investigation, with interim 1992 capacity at a higher level than
the 1991 level. Similarly, domestic production was at a higher
level in 1991 than the level achieved in 1989. Interim 1992
production was virtually the same as interim 1991. 1In addition,
export shipments became a significant component of shipments
during the period of investigation. Although the number of
employees declined over the period of investigation, we note that
the significant increase in productivity may explain part of this
decline. Research and development expenditures and capital
expenditures in 1991 and interim 1992 were at levels above those
reported in earlier periods.

We recognize that some of the 1989 financial data reported
by domestic producers, notably net sales, are distorted due to
the surcharge placed on domestic prices to compensate producers
for increased raw material costs. The effect of this surcharge
is to inflate the net sales data fof 1989 in comparison with net

sales data reported in later periods.

20 14.

21 1d4.; see also H.R. Rep. No. 317, 96th cong., 1st Sess.36
(1979); S. rep. 249, 96th Cong., !st Sess. at 88 (1979). ’
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Central to our consideration of the impact of LTFV imports
on the domestic industry is the fact that impact flows from
changes in volume and price brought about by the competition
between the subject imports and the like product. If the subject
imports had been traded fairly, it is unlikely that demand for
the domestic like product would have increased significantly.
Imports account for a relatively small share of the domestic
market, thus even a large percentage reduction in their sales
would account for only a small percentage increase in domestic
sales of the like product. In addition, given the size and range
of the margins found by Commerce, it is likely that some
customers would have continued to buy imported pipe even at the
fairly traded price. Those who would not have purchased the
‘higher-priced subject imports may have turned to fairly traded
imports as well as the domestic product.

Capacity utilization reported by the domestic industry has
been low, but relatively cohétant. The considerable unused
capacity, the increasing exports, and an inability to shift into
the manufacture of other products using stainless steel pipe and
tube machinery and equipment, are key factors in the high
elasticity of domestic supply characterizing the domestic
industry.22 In thisvcompetitive industry with a relatively high
elasticity of supply, in is unlikely that imports had a

significant effect on the price of the domestic like product.

22 gtaff estimates the elasticity of domestic supply to be in
the range of 5 to 10.
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For these reasons, we determine that the domestic industry
.producing welded stainless steel pipes and pressure tubes is not
‘materially injured by reason of the subject welded stainless
steel pipe imports from Korea. Commissioner Brunsdale also
determines that the domestic industry producing welded stainless
steel pipes and pressure tubes is not materially injured by
reason of the subject welded stainless steel pipe imports from

Taiwan.

III. THREAT OF MATERIAL INJURY BY REASON OF THE SUBJECT IMPORTS

If the Commission determines that no industry in the United
States is being materially'injdféd by the dumped imports, it must
consider whether an industry is threatened with material injury
by reason of such‘imports.a A threat of material injury must be
real and actual injury muét be imminent. The Commission's
determination may not be based on mere conjecture or
2 ‘ ‘

supposition.

% We have

The statute lists ten factors wé must consider.
reviewed all the factors'that are statutorily required, but will
discuss only those that we considered most determinative in this
investigation. The individual country data are confidential so

+~ we will discuss only the aggregate data.

- # 19 U.s.C. § 1673b(a) (1) (B) .

% 19 U.S.C. § 1677(7) (F) (ii); see Citrosuco Paulista v. United
States, 704 F. Supp. 1075 (CIT 1988). '

% 19 U.S.C. § 1677(7) (F) (i) . Factors (1) (9) and (10) are not
relevant in this investigation.
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The first is whether there has been a rapid increase in the
market penetration of imports and the likelihood that the
penetration will increase to an injurious level. Imports from
Korea and Taiwan increased substantially between 1989 and 1990.%
Between 1990 and 1991 imports from. Korea and Taiwan actually
fell, and during the interim period, imports from these countries
declined substantially. There is no reason to believe that the
market penetration of unfair imports will rise to injurious
levels.

A second important factor is whether there has been any
buildup of subject import inventories in the United States.
Evidence in the record indicates no significant buildup of
inventories of either Korean or Taiwanese subject imports, and
inventories declined substantially during the interim per:i.od."’7

There was substantial capacity added to the Korean and
Taiwanese industries in 1990 and a small increase in capacity in
1991. Further small increases are project:ed.z8 The majority of
production is not sent to the United States.  Thus, while in
theory these countries could increase imports to the United
States, drawing such a conclusion would be mere suppositién.

We conclude that a domestic industry is not threatened with
material injury by reason of dumped imports from Korea and

Taiwan. After examining all the statutory factors we do not find

% gee Report at I-29.
?’ See Report at I-28.

8. 5ee Report at I-27-29.
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that the threat of injury is real or that actual injury is

imminent.
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INTRODUCTION

Following preliminary determinations by the U.S. Department of Commerce
(Commerce) that imports of certain welded stainless steel pipes1 (A-312 pipes)
from the Republic of Korea (Korea) and Taiwan are being, or are likely to be,
sold in the United States at less than fair value (LTFV) (57 F.R. 27731, June
22, 1992), the U.S. International Trade Commission (the Commission), effective
June 22, 1992, instituted investigations Nos. 731-TA-540-541 (Final) under
section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) to determine
whether an industry in the United States is materially injured or threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of imports of such merchandise. Notice of
the institution of the Commission's investigations and of a public hearing to
be held in connection therewith was posted in the Office of the Secretary,
U.S. International Trade Commission, Washington, DC, and published in the
Federal Register on July 29, 1992 (57 F.R. 33521).2 The hearing was held in
Washington, DC, on November 10, 1992.3

Commerce's final LTFV determinations were made on November 12, 1992.
The applicable statute directs that the Commission make its final injury
determinations within 45 days after the final determinations by Commerce.

Background

These investigations result from a petition filed by Avesta Sandvik
Tube, Inc. (Avesta), Schaumburg, IL; Bristol Metals (Bristol), Bristol, TN;
Damascus Tubular Products (Damascus), Greenville, PA; Trent Tube Division,
Crucible Materials Corp. (Trent), East Troy, WI; and the United Steelworkers
of America on November 18, 1991, alleging that an industry in the United
States is materially injured or threatened with material injury by reason of

! For purposes of these investigations, the subject product is defined as
welded austenitic stainless steel pipes that meet the standards and
specifications set forth by the American Society for Testing and Materials
(ASTM) for the welded form of chromium-nickel pipe designated ASTM A-312. The
merchandise covered by the scope of the investigations also includes welded
austenitic stainless steel pipes made according to the standards of other
nations which are comparable to ASTM A-312. The subject product is produced
by forming stainless steel flat-rolled products into a tubular configuration
and welding along the seam. The subject product is a commodity product
generally used as a conduit to transmit liquids or gases. Major applications
for the subject product include, but are not limited to, digester lines, blow
lines, pharmaceutical lines, petrochemical stock lines, brewery process and
transport lines, general food processing lines, automotive paint lines, and
paper process machines. Imports of the subject product are classifiable under
the Harmonized Tariff Schedule (HTS) subheadings 7306.40.10 and 7306.40.50.
The HTS subheadings are provided for convenience and Customs purposes; the
written description of the product is dispositive.

2 Copies of cited Federal Register notices are presented in app. A.

3 A list of witnesses who attended the hearing is presented in app. B.
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LTFV imports of A-312 pipes from Korea and Taiwan.4 In response to that
petition the Commission instituted investigations Nos. 731-TA-540-541
(Preliminary) under section 733 of the Tariff Act of 1930 (19 U.S.C. §
1673b(a)) and, on January 3, 1992, determined that there was a reasonable
indication of such material injury.

Previous Commission Antidumping and Countervailing Duty Investigations
Concerning Welded Stainless Steel Pipes

The Commission has conducted two other antidumping investigations
concerning welded stainless steel pipes. The first investigation, No. AA1921-
180,5 covered imports of welded stainless steel pipes and tubes from Japan,
and resulted in a negative determination by the Commission in July 1978. The
second investigation, No. 731-TA-354 (Final), covered imports of welded
stainless steel pipes and tubes from Sweden and, following a court remand,
resulted in an affirmative determination.®

The Commission also conducted a countervailing duty investigation (No.
701-TA-281 (Final)), on stainless steel pipes and tubes from Sweden, and
reached a negative determination in that investigation.7

NATURE AND EXTENT OF SALES AT LTFV

Commerce's affirmative final LTFV determinations in these investigations
were based primarily on respondents' data for Korea and on respondents' data
or best information available for Taiwan. U.S. price was based on purchase
Price and exporters' sales price calculations, and foreign market value was
derived from home market sales and constructed value for Korea and for two
firms in Taiwan. The following tabulation shows the final dumping margins (in
percent) calculated for each country:

4 Petitioners also alleged "critical circumstances" (including massive
imports over a relatively short period) on imports of A-312 pipes from Taiwan,
pursuant to section 733(e) of the Tariff Act of 1930 and sections
353.12(b)(12) and 353.16 of Commerce's regulations.

> Welded Stainless Steel Pipe and Tube from Japan, USITC Pub. 899, July
1978.

6 Stainless Steel Pipes and Tubes from Sweden, USITC Pub. 2033, November
1987. This investigation also involved seamless stainless steel pipes and
tubes for which the Commission's original final determination was affirmative.
The original negative determination with respect to welded stainless steel
pipes and tubes was appealed to the U.S. Court of International Trade and
remanded to the Commission for further consideration. On remand, the
Commission determined that an industry in the United States was materially
injured by reason of imports of welded stainless steel pipes and tubes from
Sweden found by Commerce to have been sold in the United States at LTFV.
Welded Stainless Steel Pipes and Tubes from Sweden, USITC Pub. 2304, August
1990. The case was appealed at the U.S. Court of Appeals for the Federal
Circuit, which affirmed the Commission's affirmative remand determination.
Trent Tube Div., Crucible Materials Corp. v. United States, No. 91-1173 (Fed.
Cir. July 27, 1992).

7 Stainless Steel Pipes and Tubes from Sweden, USITC Pub. 1966, April 1987.
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Korea
Sammi Metal Products Co., Ltd............... 7.75
Pusan Steel Pipe Co., Ltd................... 2.55
All other exporters/producers............... 6.83
Taiwan
Chang Tieh Industry Co., Ltd................ 0.00
Jaung Yuann Enterprise Co. Ltd.............. 31.90!
Ta Chen Stainless Pipe Co., Ltd............. 3.51
Yeun Chyang Industrial Co., Ltd............. 31.901
All other exporters/producers............... 19.94

! Commerce made affirmative determinations of "critical circumstances" for
these firms.

THE PRODUCT
Description

The welded stainless steel pipes from Korea and Taiwan that are the
subject of these investigations are produced according to standards and
specifications set forth by the American Society for Testing and Materials
(ASTM) in product designation A-312. This designation covers both seamless
and welded austenitic (chromium-nickel) pipes; however, only the welded
product is subject to these investigations. Because A-312 pipes must meet
particular specifications regarding raw material usage, method of manufacture,
tolerances, and dimension, the imported and domestic products are essentially
fungible.8

In previous Commission investigations, the terms "pipes" and "tubes"
have been used interchangeably.? However, some industry sources consider
. pipes to be products produced in large quantities in a few standard sizes and
-tubes to be products made to customers' specifications for dimensions, finish,
.chemical composition, and mechanical properties. In these investigations
petitioners assert that only A-312 pipes constitute the product that is "liker
the imported product. According to petitioners, stainless steel seamless pipe

8 Transcript of the Commission's staff conference (hereinafter "conference
transcript"), Dec. 10, 1991, testimony of William Grant, p. 25; and transcript
of the Commission's hearing (hereinafter, "hearing transcript®), Nov. 10,
1992. Respondents have argued that domestic A-312 pipe is mostly bead welded,
while Korean A-312 pipe is not. Respondents' posthearing brief, appendix p.
12. Bead welding appears to be a by-product of the domestic production
process that is not required for the A-312 specification. Petitioners:
posthearing brief, pp. 3-4. There is no evidence that bead welding is an
important physical difference between the imported and domestically-produced
product.

9 See Stainless Steel Pipes and Tubes from Sweden, USITC Pub. 2033,
November 1987.
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products, non-A-312 pipe products,'® and any tube products'! should not be
included within the like product definition.1?

10 Non-A-312 pipes ("other pipes") include other ASTM specifications for
welded stainless steel pipes such as A-358, A-409, and A-778. According to
the petitioner, these other ASTM designations involve pipes of generally
larger size and lower quality than the subject A-312 pipes (Petition, p. 19).
Data for other pipes are presented in app. C of this report.

" Petitioners asserted that ASTM A-249 pressure tubing embodies the tubing
specifications that most closely parallel A-312 pipes (Petition, p. 21). ASTM
A-269, A-270, and A-688 tubing are also types of welded austenitic stainless
steel pressure tubing similar to A-312 pipes (submission by petitioners, July
22, 1992, p. 2). Nonetheless, petitioners have not considered any tubes to be
included within the like product definition.

Petitioners assert that mechanical/ornamental tubing, ASTM A-554, is of
a lower quality than pressure tubing and as a result cannot serve as pressure
tubing and also should not be included within the like product definition
(submission by petitioners, July 22, 1992, p. 4). Petitioners further assert
that mechanical/ornamental tubing is much thinner and lighter than A-312 pipe,
and in some instances is not round like A-312 pipe. It may be rectangular, or
square, in shape. According to petitioners' testimony at the hearing, n"these
different physical characteristics of mechanical/ornamental tubing reflect the
different end uses served. While A-312 pipe transports fluid in chemical
processing facilities, mechanical/ornamental tubing is used either for
structural or ornamental purposes, such as furniture and hand railings.
Mechanical tubing could never be substituted for an A-312 pipe because it is
simply not capable of withstanding pressure as an A-312 pipe must in chemical
processing facilities" (hearing transcript, testimony of George Werner, p.
33).

Petitioners further testified that "the production process
mechanical/ornamental tubing must undergo is much simpler than that of A-312
pipe, given the less sophisticated nature of that type of tubing.
Mechanical/ornamental tubing is generally not annealed. The weld bead is not
smooth and flush. It may not even be straightened subsequent to the forming
and welding process. It is not subject to rigorous testing for pressure
resistance that must be done to A-312 pipe" (hearing transcript, testimony of
George Werner, p. 33).

Other tube products that petitioners asserted should be excluded from
the like product definition include ferritic and martensitic tubing, which are
of "straight chromium" steel, as opposed to austenitic tubing, which is a
chromium-nickel alloy. The ferritic and martensitic tubing lack the corrosion
resistance of austenitic tubing and, according to petitioners, are not
interchangeable with austenitic tubing. Grade 409 tubing, different from ASTM
A-409 pipe, is an example of ferritic tubing and is used principally for
automotive exhaust systems. It is not pressure tested and it cannot be used
in any applications that require austenitic tubing (submission by petitioners,
July 22, 1992, p. 4, and hearing transcript, testimony of George Werner, p.
53.) Petitioners further testified that grade 409 tubing producers tend to be
limited to a discrete group of companies that manufacture Grade 409 tube
products in many instances for captive consumption, and do not make A-312 pipe
(hearing transcript, testimony of George Werner, p. 34).

Data collected for pressure tubing, mechanical/ornamental tubing, and
grade 40% tubing are presented in app. C.

12 Conferverce transcript, testimony of David Hartquist, p. 9.
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Petitioners alleged that there are important differences in the physical
characteristics and uses of pipes compared with tubes. For example,
petitioners asserted that pipes generally have thicker walls and are sold in a
limited number of standard dimensions, or nominal sizes, according to a
schedule of pipe dimensions; that pipes tend to be used as conduits to
transmit liquids or gases; in contrast, that tubes generally are manufactured
to exact dimensions and other physical characteristics specified by the
customer; and that tubes are generally used in heating and cooling
applications.13

Respondents state that stainless tubes should be included in the like
product in these investigations because they and stainless pipes are
manufactured largely with common machinery, by the same employees, and using
the same basic production process.

Fieldwork and telephone interviews conducted during these final
investigations revealed that both sides were essentially correct. Although
there are differences between pipes and tubes in physical dimensions and end
uses, the products share a number of similarities in production processes,
machinery, and employees. Certain industry officials indicated that the
choice of the term "pipes" or "tubes" is often a matter of semantics rather
than a specific reference to the characteristics of a particular type of
tubular product.15

Pipes generally have thicker walls, standard diameters and lengths, and
are produced in high volumes. Tubes generally have thinner walls, a wide
variety of dimensions, and are produced in small quantities. However, there
is some overlap in physical characteristics, and while pipes are generally
distinguishable from tubes, there are no absolutes when attempting to define
these products. ‘

Pipes and tubes are generally made with similar production processes (at
least through the welding stage), sometimes on the same production lines.
Pipe and tube producers can generally produce either product on their mills,
with die changes for different diameter specifications. The critical factor
is the diameter of the product, not whether it is a pipe or a tube. However,

13 Conference transcript, testimony of George Werner, pp. 16-17, and
petition, p. 22; and information obtained during field visits *¥¥,

14 postconference brief of the Korean respondents, p. 7, and hearing
transcript, testimony of G. Brian Busey, pp. 86-88. Respondents testified at
the hearing that mechanical/ornamental tubes (ASTM A-554) are within the same
like product, but that "as you move away from the particular austenitic
pressure tubing, there are more differences" (hearing transcript, p. 91).
Respondents stated that there is overlap in terms of common manufacturing and
production processes, but that the end uses are different (hearing transcript,
testimony of G. Brian Busey, p. 91). With respect to grade 409 tubing,
respondents testified that ralthough there are some additional differences
between it and the A-312 and the other austenitic tube, the 249 and 269 ASTM
classifications, we still think it's not a clearly divisible like product. It
is not a neatly segregated item" (hearing transcript, testimony of G. Brian
BuSﬁy, P. 92).

15 Field visit to ***, and telephone interviews with respondents to
Commission questionnaires.
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it is generally more cost effective to keep pipe production lines dedicated
due to higher volume orders for pipes than for tubes. The generally higher
price of tubes compared with pipes is attributable in part to the lower volume
production lots and in part to value added by additional production steps,
including cold drawing, cold working, and further annealing.'®

Within the different ASTM pipe categories, there are differences in
physical characteristics and overlaps in production resources. For example,
A-312 pipes are welded using no filler material, and are annealed (heat
treated) and hydrostatically tested. A-778 pipes are welded using filler
material and are not annealed or hydrostatically tested. In general, A-312
pipes can withstand greater pressure and consequently have heavier walls than
A-778 pipes. Both are sometimes produced on the same machinery and
equipment.

Among the various tube products, there are similar production methods
and different physical specifications. A-249 and A-269 pressure tubes are
generally produced on the same production machinery (in fact many tubes are
produced to both specifications), with A-249 tubes undergoing additional
processes designed for greater pressure applications. Grade 409 tubes are
lower-quality tubes meant to convey automotive exhaust. They are sometimes
produced on the same production lines as the pressure tubing. A-554
mechanical/ornamental tubing is also of a lower quality, designed for light
structural and ornamental applications that do not require conveyance of
liquids or gases. There is a small degree of overlap in production facilities
between this type of tubing and pressure tubing. Occasionally, tube
distributors will request multiple specification tubing, suitable for A-249,
A-269, or A-554 applications.®

As used in this report, the terms "pipes" and "tubes" refer to welded
stainless steel pipes and tubes unless otherwise specified.

Manufacturing Processes

There are three primary methods for producing welded tubular products:
the continuous-mill process, the press brake process, and the spiral-weld
process. Both pipes and tubes are made using these production methods. The
ASTM sets forth specific requirements regarding the materials, method of
manufacture, finishing operations, and testing to which welded pipe must
conform in order to qualify as A-312 pipe.!” Because A-312 pipe must meet
certain production and performance standards, domestic and foreign production
processes for this product are believed to be essentially the same.

16 petitioners' prehearing brief, p. 25, and petitioners' posthearing
brief, appendix p. 9.

17 Field visits ***, and telephone interviews with industry sources.

18 Multiple specifications allow for maximum distributor flexibility in
product offerings; however, the product would be produced to the highest
specification, and therefore would be unusually expensive when used for the
lower specification applications. Field visit to *¥%,

19 petition, exhibit 6.
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The continuous-mill process, which is the principal method of producing
welded stainless pipes and tubes, begins with coils of cold-rolled sheet,
strip, or plate. The coil has been annealed and pickled and produced to the
dimensional, physical, and metallurgical limits specified by the pipe and/or
tube producer. The coil is guided through a series of paired forming rolls.
As it progresses through these rolls, its cross-sectional profile is changed
into a tubular shape with the butted edges ready for welding.

The welding process most frequently used is tungsten inert gas (TIG)
welding. Major advantages of the TIG method are the absence of filler
material (A-312 pipe must be welded without filler material), complete fusion
of butted edges, and shielding of the weld area.20

Following the welding process, pipe is generally annealed (A-778 pipe is
not), then cut to random length, pickled, tested hydrostatically, and
stenciled.?! The term nfull finished" is often used to describe the final
finishing processes that are applied to A-312 pipes. However, petitioners and
respondents differ in their definition of full finishing. Petitioners define
the term as meaning that the pipe is annealed and pickled.22 Respondents
describe the term as meaning the removal or smoothing of the interior weld
bead prior to annealing.®

The continuous-mill production process for welded stainless tubing is
fundamentally the same as that for welded pipe up through the welding process,
although the equipment required to produce each product sometimes differs in
size and in tooling.?* Welded tubing and some smaller diameter pipes
generally undergo additional processes and refinements including cold drawing,
cold working, and further annealing.?®

Another method of manufacturing welded stainless pipes and tubes is the
press brake process in which a steel coil is cut to length and scored, or
marked, in specified increments along the coil's end. A hammer press is

20 The Welded Steel Tube Institute, "Technical Bulletins #2 and #6.n"

21 petitioners' postconference brief, p. 21, and field visits ***, It
should be noted that for certain non-A-312 tubular products, standards
governing dimensional atcuracy, uniformity, and metallurgical structure may
differ, depending primarily on end use. For example, ornamental tubing
requires superior surface quality but is typically delivered as-welded (i.e.,
no further refinement of the weld), unannealed, and without pressure testing.
(The Welded Steel Tube Institute, "Technical Bulletin #2n).

2 Hearing transcript, testimony of George Werner, p. 5&4.

zsHearing transcript, testimony of Richard Boltuck, p. 97, and
respondents' prehearing brief, p. 29. According to petitioners, no additional
working, such as bead finishing or polishing, is required under the A-312
specification. Petitioners also assert that most domestic producers have in-
line capability for interior bead working, which has a negligible value added
because it is an integral part of the welding process (petitioners:
posthearing brief, appendix p. 2).

2 conference transcript, testimony of William Grant and George Werner, pp.
42-44, and *%*%,

% petitioners' postconference brief, p. 22, The Welded Steel Tube
Institute, "Technical Bulletin #2," *%*%, and petitioners' posthearing brief,
appendix p. 9.
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manually placed on the coil at each score, gradually bending the sheet into a
cylindrical shape. The resulting pipe or tubular product is subsequently
welded (with filler material) and can also be annealed. The press brake
process is labor-intensive, but conforms more easily to the production of a
broader range of sizes and smaller-volume orders than the continuous mill
method.

A third method of welded pipe and tubular product manufacture is the
infrequently used spiral-weld process in which a steel strip is spiraled and
welded along the spiral. This process can be used to produce products of any
size diameter, but the looped weld running throughout the product, rather than
along a single longitudinal weld, is rg?ortedly a disadvantage in terms of
weld refinement and potential end use.?

Uses

Welded stainless steel pipes, both domestic and imported, are generally
used as conduits to transport liquids and gases from one process to another in
a process industry facility. Major uses for A-312 pipes include digester
lines, pharmaceutical production lines, petrochemical stock lines, automotive
paint lines, and various processing lines such as those in breweries, paper
mills, and general food facilities.?® Other types of austenitic pipes appear
to be less broadly used: for example, A-358 pipes, a specialized heavier-
wall product category, are used primarily in highly critical applications such
as nuclear power plants and liquified natural gas facilities, and A-778 pipes
are used in less demanding pressure applications and are generally categorized
as paper mill pipes.?

Tubes, on the other hand, have a wider range of applications than pipes,
ranging from less demanding structural uses to more critical applicationms.
They are often used to transform products from one product form to another as
in chemical processing.3® A-249 and A-269 tubes are used primarily in heating
and cooling apparatus such as heat exchangers, condensers, boilers, and feed
water heaters. Grade 409 tubes are mainly used in automotive tailpipe
applications. A-554 tubes are generally used for mechanical/ornamental
applications, such as furniture, moldings, and appliance handles.3!

Substitute Products

There are few, if any, instances in which pipe made of substitute
materials such as plastics and other advanced materials can be used in the
same applications as welded stainless steel pipes. Properties imparted to the
pipe by stainless steel, such as corrosion resistance, strength (e.g., ability

26 Field visit to ***,

27 Field visit to *¥*,

28 petition, p. 9, field work and telephone interviews, August-September
1992.

29 Conference transcript, p. 23, and **%,

30 Hearing transcript, testimony of David Hartquist, pp. 122-123.

31 petition, p. 22, fieldwork and telephone interviews, August-September
1992,
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to withstand pressure), and temperature resistance, generally are not imparted
by the use of plastics. ’'Similarly, carbon steel and other relatively lower-
priced steel pipes are not functional substitutes for stainless steel pipes.3?

Although there is some overlap in the end uses for welded and seamless
stainless pipes and tubes, the two types of tubular products are generally not
commercially interchangeable, principally because of price and technical
differences. Seamless tubes tend to be more expensive to produce and are more
commonly used in demanding applications that require exceptional strength,
high pressure contaimment, and a great degree of reliability.33

U.S. Tariff Treatment

Imports of welded ASTM A-312 stainless steel pipes from Korea and Taiwan
are classified for tariff purposes in subheadings 7306.40.10 and 7306.40.50 of
the Harmonized Tariff Schedule of the United States (HTS), covering specified
tubes, pipes, and hollow profiles of stainless steel, of circular cross
section.

The column 1-general (most-favored-nation) rate of duty for the subject
stainless steel pipes, applicable to the products of Korea and Taiwan, is 7.6
percent ad valorem for pipes having a wall thickness of less than 1.65mm and 5
percent ad valorem for those having a wall thickness of 1.65mm or more.

U.S. PRODUCERS

. There are 31 known producers of welded stainless steel pipes and tubes

in the United States.3* Sixteen firms, accounting for 87 percent of estimated
1991 total pipe and tube production, and 82 percent of estimated 1991 total A-
312 pipe production, responded with usable data to the Commission
questionnaire.35 Data coverage in this report includes *** unless otherwise
noted. Responding producers' plant locations, product lines, production
shares and positions regarding the petition are presented in table 1.

Of the *%% 36 The pipe and tube producers are capable of handling
larger diameter pipes and tubes than the firms producing only tubes; most of
the industry is capable of producing small diameter pipes and tubes down to
1/2 inch; some tube producers only manufacture miniature instrumentation
tubing of 1/8 to 1/2 inch in diameter. The pipe and tube producers all have
some degree of overlap in the production machinery and personnel used to
produce pipe and tube. In addition, there is overlap in the production

32 conference transcript, testimony of William Grant and George Werner, pp.
63-64, and petitioners' prehearing brief, pp. 58-59.

33 Stainless Steel Pipes and Tubes from Sweden, USITC Pub. 2033, November
1987.

34 petitioners assert that there are more producers of Grade 409 tubes
only, for example, Arvin Automotive and Walker Exhaust, and of ornamental
tubing, for example, Phoenix, Inductoweld, and Acme. *¥*%*  Petitioners'

. prehearing brief, pp. 28 and 31.
35 k.
36 %%k




Table 1

Pipes and tubes: Producers' product lines, shares of reported 1991 production of pipes and tubes and A-312

pipes, plant locations, and position on the petition, by firms

Outside Share of 1991 Share of 1991
Product diameter rep. pipe & reported A-312 Plant Position on
Firm produced sizes tube prod. pipe production location petition
Inches Percent Percent
Pipe producers:
Bristol...... A,B 0.5-48.0  *** Fkk Bristol, TN Petitioner
Davis Pipe... A,B 2.0-36.0  *%x Fkk Blountville, TN F*kk
Pipe & tube
producers:
Alaskan...... B,G 2.0-120.0  **% *kk Seattle, WA *hk
Avesta....... A,C,D,F 0.5-36.0  *%%x *kk Wildwood, FL Petitioner
Damascus 1/.. A,B,D,F 0.3-8.0  ***% *kk Greenville, PA Petitioner
LTV Steel.... A,D,E 0.1-6.6 *kk *kk Cleveland, OH *hx
Swepco....... A,B,D 5.0-48.0  *¥* *okk Clifton, NJ *kk
Trent........ A,D 0.1-90.0  *%% *kk East Troy, WI Petitioner
United....... A,D,F,G 0.3-4.0  *%% *kk Beloit, WI *kk
Webco........ A,D 0.3-1.3  **x* *kk Mannford, OK *kk
Tube Producers:
Allegheny.... D,G 0.6-3.0  *%% *kk Claremore, OK *kk
Falls Steel.. F 2.0-3.0  *%*x *kk Newton Falls, OH  *%%*
Greenville... D 0.1-1.4  %%* *kk Greenville, PA *kk
Plymouth..... D 0.1-1.5 *kk *hk West Monroe, 1A *xk
Rath Mfg..... D 0.5-4.0  *x*% L Janesville, WI *kok
Tube Prod.... F 1.5-3.0  *%%x *kk Troy, OH *kk
Louisville, KY *kk
A: A-312 pipe.
B: A-778 pipe.
C: A-358 pipe.
D: A-249 and A-269 tube.
E: A-554 mechanical/ornamental tube.
F: Grade 409 tube.
G: Other tube (i.e., A-778, A-270).

1/ Damascus shut down its plant on Nov. 19, 1992. It does not know whether or when its plant will

reopen.

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

Commission.

(A
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resources of producers manufacturing A-312 and A-778 pipes; and among
pressure, mechanical/ornamental, or grade 409 tubing.

The 4 petitioners accounted for 41 percent of 1991 pipe and tube
production, and 77 percent of 1991 A-312 pipe production. Producers
supporting the petition accounted for 71 percent of 1991 pipe and tube
- production, those taking no position accounted for ***, and one firm *¥%*
opposed the petition.

One producer, ***, imported A-312 pipes from Korea and Taiwan. Its 1991
imports from both countries totaled *¥%*%,

U.S. IMPORTERS

There are 22 known importers of A-312 pipe from Korea and Taiwan.
Twelve importers, accounting for 100 percent of imports from Korea, 64 percent
of imports from Taiwan, and 82 percent of imports from both sources combined,
responded to the Commission questionnaire with usable data. Data coverage in
this report include all 12 firms unless otherwise noted.

CHANNELS OF DISTRIBUTION

Information obtained in response to the Commission's questionnaires on
the channels of distribution of the various pipes and tubes in 1991 is
presented in the following tabulation (in percent based on quantity):

’

Item U.S. producers' sales to-- U.S. importers' sales to--
Distributors End users Distributors End users
Pipes
A-312 pipes........ *kk *kk *kk *kk
Other pipes........ *kk *kk *kk Keokeke
All pipes........ 94.3 5.7 100.0 0.0
Tubes
Pressure tubes..... Fekk *kk *kk *kk
Mechanical tubes... *%% F*kk *kk *kk
Grade 409 tubes.... *%*% *kk *kk Fkk
Other tubes........ *kk *kk *kk *kk
All tubes........ 46.1 53.9 40.5 59.5

The channels of distribution differ somewhat between A-312 pipes and
pressure and grade 409 tubes.3 U.S. manufacturers and importers of Korean
and/or Taiwanese product sell virtually all of their A-312 pipe to
distributors, who then resell to end users in process industries. Due to the

37 pressure tubes include, but are not limited to, ASTM A-249, A-269; A-
270, and A-668 tubes.
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specialized nature of tubing products, a majority of tubing is sold directly
to end users.38

Both A-312 pipes and pressure tubes are used in initial construction or
in the replacement of existing facilities. Consequently, the market is
characterized by end users that purchase small quantities of pipes and/or
tubes for their purposes as needed. Distributors usually maintain inventories
of the most frequently used sizes and schedules (denoting wall thickness) of
pipes, generally less than 6 inches and schedule 40 and lower, and order from
importers and domestic manufacturers those sizes and schedules which are less
common. Some distributors also inventory the more common sizes of pressure
tubes, but in smaller quantities than A-312 pipes.

CONSIDERATION OF ALLEGED MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES3®

U.S. Producers' Capacity, Production,
and Capacity Utilization

Data for U.S. production, capacity, and capacity utilization for A-312
pipes and all pipes and tubes are summarized in table 2. In general, these
indicators experienced little change during the period for which data were
collected for either product category, with the exception of a substantial
increase in pipe and tube ca