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Investigations Nos. 701-TA-422-425 and 731-TA-964-983 (Preliminary)

CERTAIN COLD-ROLLED STEEL PRODUCTS FROM
ARGENTINA, AUSTRALIA, BELGIUM, BRAZIL, CHINA, FRANCE, GERMANY, INDIA, JAPAN,
KOREA, NETHERLANDS, NEW ZEALAND, RUSSIA, SOUTH AFRICA, SPAIN, SWEDEN,
TAIWAN, THAILAND, TURKEY, AND VENEZUELA

DETERMINATIONS

On the basis of the record" developed in the subject investigations, the United States International
Trade Commission determines, pursuant to section 703(a) of the Tariff Act of 1930 (19 U.S.C.
§ 1671b(a)) (the Act), that there is a reasonable indication that an industry in the United Statesis
materially injured? or threatened with material injury® by reason of imports from Argentina, Brazil, France,
and Korea, of certain cold-rolled steel products, provided for in headings 7209, 7210, 7211, 7212, 7225,
and 7226 of the Harmonized Tariff Schedule of the United States, that are alleged to be subsidized by the
Governments of Argentina, Brazil, France, and Korea. The Commission further determines, pursuant to
section 733(a) of the Act (19 U.S.C. § 1673b(a)) (the Act), that there is a reasonable indication that an
industry in the United States is materially injured? or threatened with material injury® by reason of such
imports from Argentina, Australia, Belgium, Brazil, China, France, Germany, India, Japan, Koresa, the
Netherlands, New Zealand, Russia, South Africa, Spain, Sweden, Taiwan, Thailand, Turkey, and
Venezuelathat are alleged to be sold in the United States at less than fair value (LTFV).

COMMENCEMENT OF FINAL PHASE INVESTIGATIONS

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice of the
commencement of the final phase of itsinvestigations. The Commission will issue afina phase notice of
scheduling, which will be published in the Federal Register as provided in section 207.21 of the
Commission’ s rules, upon naotice from the Department of Commerce of affirmative preliminary
determinations in the investigations under sections 703(b) and 733(b) of the Act, or, if the preliminary
determination is negative, upon notice of an affirmative final determination in that investigation under
sections 705(a) and 735(a) of the Act. Parties that filed entries of appearance in the preliminary phase of
the investigations need not enter a separate appearance for the fina phase of the investigations. Industrial
users, and, if the merchandise under investigation is sold at the retail level, representative consumer
organizations have the right to appear as parties in Commission antidumping and countervailing duty
investigations. The Secretary will prepare a public service list containing the names and addresses of all
persons, or their representatives, who are parties to the investigations.

! 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 Bragg, Miller, and Devaney determine that there is a reasonable indication that an industry in
the United States is materially injured.

3 Chairman Koplan, Vice Chairman Okun, and Commissioner Hillman determine that there is a reasonable
indication that an industry in the United States is threatened with material injury.
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BACKGROUND

On September 28, 2001, petitions were filed with the Commission and Commerce by Bethlehem
Steel Corporation, Bethlehem, PA; LTV Stedl Co., Inc., Cleveland, OH; National Steel Corporation,
Mishawaka, IN;* Nucor Corporation, Charlotte, NC; Steel Dynamics Inc., Butler, IN; United States Steel
LLC, Pittsburgh, PA; WCI Stedl, Inc., Warren, OH); and Weirton Steel Corporation, Weirton, WV ;>
aleging that an industry in the United States is materially injured or threatened with material injury by
reason of subsidized or LTFV imports of certain cold-rolled steel products from Argentina, Austrdia,
Belgium, Brazil, China, France, Germany, India, Japan, Korea, the Netherlands, New Zeadland, Russia,
South Africa, Spain, Sweden, Taiwan, Thailand, Turkey, and Venezuela. Accordingly, effective
September 28, 2001, the Commission instituted countervailing duty investigations Nos. 701-TA-422-425
(Preliminary) and antidumping investigations Nos. 731-TA-964-983 (Preliminary).

Notice of the ingtitution of the Commission’sinvestigations and of a public conference 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
October 5, 2001 (66 FR 51069). The conference was held in Washington, DC, on October 19, 2001, and
all persons who requested the opportunity were permitted to appear in person or by counsel.

4 National is not a petitioner with respect to Japan.
® Weirton is not a petitioner with respect to the Netherlands.
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VIEWS OF THE COMMISSION

Based on the record in these investigations, we find a reasonable indication that an industry in the
United States is materially injured or threatened with material injury by reason of imports of certain cold-
rolled steel products from Argentina, Brazil, France, and Koreathat are allegedly subsidized and by reason
of imports of certain cold-rolled steel products from Argentina, Australia, Belgium, Brazil, China, France,
Germany, India, Japan, Korea, Netherlands, New Zealand, Russia, South Africa, Spain, Sweden, Taiwan,
Thailand, Turkey, and Venezuelathat are allegedly sold in the United States at less than fair value
(“LTRV").

I THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard for preliminary antidumping and countervailing duty determinations requires
the Commission to determine, based upon the information available at the time of the preliminary
determination, whether there is a reasonable indication that a domestic industry is materially injured,
threatened with material injury, or whether the establishment of an industry is materialy retarded, by
reason of the allegedly unfairly traded imports.2 In applying this standard, the Commission weighs the
evidence before it and determines whether “(1) the record as a whole contains clear and convincing
evidence that there is no materia injury or threat of such injury; and (2) no likelihood exists that contrary
evidence will arisein afina invegtigation. "3

1. DOMESTIC LIKE PRODUCT AND INDUSTRY

A. In General

To determine whether there is a reasonable indication that an industry in the United Statesis
materially injured or threatened with material injury by reason of imports of the subject merchandise, the
Commission first defines the “ domestic like product” and the “industry.”* Section 771(4)(A) of the Tariff
Act of 1930, as amended (“the Act”), defines the relevant domestic industry as the “producers as a[w]hole
of adomestic like product, or those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product.”® In turn, the Act defines
“domestic like product” as “a product which islike, or in the absence of like, most similar in characteristics
and uses with, the article subject to an investigation . . . .”®

! Commissioners Bragg, Miller, and Devaney find areasonable indication of material injury. Their separate
views are included at part VI of these views. Chairman Koplan, Vice Chairman Okun, and Commissioner Hillman
find a reasonable indication of athreat of material injury. Their separate views are included at part VII of these
views. All Commissionersjoinin parts| - V of these views, except as noted.

219 U.S.C. § 1671b(a); 19 U.S.C. § 1673b(a); see dso American Lamb Co. v. United States, 785 F.2d 994,
1001-1004 (Fed. Cir. 1986); Aristech Chemical Corp. v. United States, 20 CIT 353, 354-355 (1996).

3 American Lamb, 785 F.2d at 1001 (Fed. Cir. 1986); see also Texas Crushed Stone Co. v. United States, 35
F.3d 1535, 1543 (Fed. Cir. 1994).

419 U.S.C. § 1677(4)(A).
51d.
619 U.S.C. § 1677(10).




The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses’ on a case-by-case basis.” No single factor is dispositive, and the Commission
may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products and disregards minor variations.’
Although the Commission must accept the determination of the Department of Commerce (“ Commerce’) as
to the scope of the imported merchandise allegedly subsidized or sold at LTFV, the Commission determines
what domestic product is like the imported articles Commerce has identified.’

B. Product Description

The scope of these investigations as defined by Commerce in its notice of initiation covers arange
of cold-rolled steel products.**

Steel isa combination of carbon and iron that is usefully malleable asfirst cast, in which iron
predominates by weight over each of the other contained elements, and in which the carbon content is two
percent or less, by weight.2 The term “cold rolling” refers to a process in which the product is fed into a
rolling mill at ambient temperature.® Cold rolling is performed to reduce product thickness, to impart
specific mechanical properties to the stedl, or to give the steel specific surface texture.* After cold rolling,
the certain cold-rolled steel product is typicaly annealed and then temper-rolled.”®> Certain cold-rolled steel

" Seg, e.g., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’| Trade 1998); Nippon
Steel Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749, n.3
(Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘ must be made on
the particular record at issue’ and the *unique facts of each case’”). The Commission generally considers a number
of factorsincluding: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
customer and producer perceptions of the products; (5) common manufacturing facilities, production processes and
production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455, n.4; Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’| Trade 1996).

8 See, e.d., S. Rep. No. 96-249, at 90-91 (1979).

° Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49. Seeaso S. Rep. No. 96-249, at 90-91
(1979) (Congress has indicated that the like product standard should not be interpreted in * such a narrow fashion
asto permit minor differences in physical characteristics or usesto lead to the conclusion that the product and

article are not ‘like' each other, nor should the definition of ‘like product’ be interpreted in such afashion asto
prevent consideration of an industry adversely affected by the imports under consideration.”).

° Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find single
like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F. Supp. at
748-52 (affirming Commission determination of six like products in investigations where Commerce found five
classes or kinds).

166 Fed. Reg. 51070 (antidumping duty ) and 54218 (countervailing duty) (Oct. 26, 2001).
2CRatl-7,PRat I-6.

BCRatl-8 PRaI-7.

“1d.

BCRal-9,PRatI-7.




products have a variety of uses, including automotive, construction, container, and appliance
applications.®
C. Domestic L ike Product

We determine for the purpose of the preliminary phase of these investigations that there is one
domestic like product consisting of al certain cold-rolled stedl products. Certain respondents assert that
specific cold-rolled steel items are domestic like products separate from certain cold-rolled steel products.
Respondent Kern-Liebers USA Inc. (“Kern-Liebers’) argues that textured rolled carbon stedl, also known
as seat belt retractor steel, is a separate like product.”” We find that item to be part of the single domestic
like product.® Respondent Uddeholm Tolling Svenska AB (“Uddeholm”) argues that grades of wood
bandsaw stedl that are not already excluded from Commerce’ s scope in these investigations should be
excluded by the Commission or, in the alternative, that wood bandsaw stedl should be found to be a
separate like product.® Concerning the exclusion request, it is the role of Commerce, not the Commission,
to determine the scope of the subject merchandise®® Moreover, wood bandsaw stee! is not produced in the

B CRatl-10, PR at I-8.
7 K ern-Liebers Postconference Brief at 5-16.

8 Kern-Liebers argued for the same domestic like product breakout in the 1993 investigation, Certain
Flat-Rolled Carbon Steel Products From Argentina, Australia, Austria, Belgium, Brazil, Canada, Finland, France,
Germany, Italy, Japan, Korea, Mexico, The Netherlands, New Zealand, Poland, Romania, Spain, Sweden, and The
United Kingdom, Invs. Nos. 701-TA-319-332, 334, 336-42, 344, 347-353, 731-TA-573-579, 581-592, 594-597,
599-609, 612-619 (Final), USITC Pub. No. 2664 at 93-94 (Aug. 1993), and again in the recent five-year review,
Certain Carbon Steel Products From Australia, Belgium, Brazil, Canada, Finland, France, Germany, Japan, Korea,
Mexico, The Netherlands, Poland, Romania, Spain, Sweden, Taiwan, and The United Kingdom, Invs. Nos.
AA1921-197 (Review), 701-TA-231, 319-320, 322, 325-328, 340, 342, and 348-350 (Review), and 731-TA-573-
576, 578, 582-587, 604, 607-608, 612, and 614-618 (Review), USITC Pub. 3364 at 7, n.24 (Nov. 2000). In each of
those investigations, the Commission found that seat belt retractor steel was not a separate domestic like product.
The limited record of the instant investigations on this issue does not warrant a different conclusion here. We find
that, while this item is distinguished from other cold-rolled items to the extent it is heat treated prior to being cold-
rolled, other aspects of production are similar to those for other cold-rolled steel products. Additionally, although
the item has particular physical characteristics and end uses, is distributed primarily to end users, and has a price
premium, we do not perceive a clear distinction between this narrow, specialized steel and the continuum of many
different cold-rolled steels with unique specifications, processes, and end uses. See USITC Pub. 2664 at 93-94.
Accordingly, we find that textured rolled carbon steel (seat belt retractor steel) is properly in the single domestic
like product consisting of certain cold-rolled steel products.

1% Uddeholm Postconference Brief at 1.

% The Commission has consistently stated that it does not have the authority to "exclude” from its
determination products that are included within the scope. See, e.g., Individually Quick Frozen Red
Raspberries from Chile, Inv. Nos. 701-TA-416 and 731-TA-948 (Preliminary), USITC Pub. 3441 at 5, n.14 (July
2001), citing Sony Corp of Americav. United States, 712 F. Supp. 978, 983-84 (Ct. Int’| Trade 1989); Fresh
Garlic from the Peopl€e's Republic of China, Inv. No. 731-TA-683 (Fina), USITC Pub. 2825, at 1-7 n.17 (Nov.
1994), citing Sandvik AB v. United States, 721 F. Supp. 1322, 1333 (Ct. Int'l Trade 1989), aff'd, 904 F.2d 46 (Fed.
Cir. 1990). Thisistrue also with respect to the argument of the Association of German Specialty Cold Rolled Strip
Processors (“*AGS”) for exclusion of certain products from these investigations. AGS Postconference Brief at 2-5.
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United States and, in the absence of a domestic product that is “like” wood bandsaw steel, we find the
product most similar to be the continuum of certain cold-rolled stedl products.?*

In cases such as the present one, where the domestically manufactured merchandise is made up of a
continuum of similar products, the Commission does not consider each item of merchandiseto be a
separate domestic like product that is only “like” its counterpart in the scope, but considers the continuum
itself to congtitute the domestic like product.?? While the record indicates some variations in characteristics
and uses, channels of distribution, manufacturing processes, and pricing between and among individual
types and grades of cold-rolled steel, more importantly, there are also broad similarities. Any differences
do not constitute a clear dividing line between individual items, particularly given the spectrum of widely
varying products that constitute cold-rolled steel products.

Accordingly, we find the domestic like product to be certain cold-rolled steel products, coextensive with the
scope of these investigations.

D. Domestic Industry and Related Parties

1. Domestic | ndustry

The domestic industry is defined as “the producers as a [w]hole of a domestic like product . . .."%
In defining the domestic industry, the Commission’s general practice has been to include in the industry all
of the domestic production of the like product, whether toll-produced, captively consumed, or sold in the
domestic merchant market.* Based on our finding that the domestic like product consists of all certain
cold-rolled steel products included within the scope of these investigations, for purposes of these
preliminary determinations, we find that the domestic industry consists of all domestic producers of these
products.

2. Related Parties

We mugt further determine whether any producer of the domestic like product should be excluded
from the domestic industry pursuant to 19 U.S.C. § 1677(4)(B). That provision of the statute allows the
Commission, if appropriate circumstances exist, to exclude from the domestic industry producers that are
related to an exporter or importer of subject merchandise or which are themselves

2 Concerning its like product argument, Uddeholm acknowledges that bandsaw steel is not manufactured
in the United States. Uddeholm Postconference Brief at 1 and Exhibit 4, p.2. In the absence of a domestic
product that is "like" the subject imports, the "domestic like product” is the product "most similar in characteristics
and uses with" the subject imports. 19 U.S.C. § 1677(10). We find that the product most similar in characteristics
and uses with the wood bandsaw steel importsis certain cold-rolled steel products. See, e.q., Hot Rolled Steel
Products from Argentina and South Africa, Invs. Nos. 701-TA-404, 731-TA-898 and 905 (Fina), USITC Pub.
3446 at 6, n.11 (Aug. 2001) (hot rolled steel would be the like product in the absence of domestic production of a
product like the specific subject imports). We therefore find that wood bandsaw steel is not a separate domestic
like product.

2 Certain Steel Wire Rod from Canada, Germany, Trinidad & Tobago, and VVenezuela, Invs. Nos. 701-TA-368-
371 (Final), USTIC Pub. 3075 at 7 (Nov. 1997).

219 U.S.C. § 1677(4)(A).

2 See United States Steel Group v. United States, 873 F. Supp. 673, 681-684 (Ct. Int’| Trade 1994), aff'd, 96 F.
3d 1352 (Fed. Cir. 1996).




importers.® Exclusion of such a producer is within the Commission’s discretion based upon the facts
presented in each case.®

a. CSl, National, and UPI

CSl ishaf owned by Kawasaki, a Japanese producer and exporter of subject merchandise, and
half owned by CIA Vale do Rio Doce, a Brazilian firm.*” National is two-thirds owned by NKK, a
Japanese producer of subject merchandise® UPI is one-half owned by a Korean producer of subject steel
products, Pohang Iron & Steel Co. Ltd. (POSCO).%* These three firms may be related parties under
sections (ii)(I1) or (111) of the related parties provision.*® Consequently, we consider whether “appropriate
circumstances’ exist to exclude any of these companies from the domestic industry. CSI accounted for ***
of total domestic production in 2000, National Steel accounted for ***, and UPI accounted for ***
percent.®* None of these producers imported certain cold-rolled steel from subject countries during the
period of investigation.® None of them appears to derive any concrete benefits or operate in a manner

%19 U.S.C. § 1677(4)(B).

% Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’'| Trade 1989), aff’ d without opinion, 904
F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’'| Trade 1987). The
primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the
related partiesinclude: (1) the percentage of domestic production attributable to the importing producer; (2) the
reason the U.S. producer has decided to import the product subject to investigation, i.e., whether the firm benefits
from the LTFV sales or subsidies or whether the firm must import in order to enable it to continue production and
compete in the U.S. market, and (3) the position of the related producers vis-a-vis the rest of the industry, i.e.,
whether inclusion or exclusion of the related party will skew the date for the rest of the industry. See, e.g.,
Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’| Trade 1992), aff’d without opinion, 991 F.2d
809 (Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for
related producers and whether the primary interests of the related producers lie in domestic production or in
importation. See, e.q., Melamine Ingtitutional Dinnerware from China, Indonesia, and Taiwan, Invs. Nos. 731-
TA-741-743 (Final), USITC Pub. 3016 (Feb. 1997) at 14, n.81.

7 CRat Tablelll-1, PR at Table I11-1.
AB|d.
®|d. ***. CRat VII-34,n.1; PR at VII-19, n.1.

219 U.S.C. § 1677(4)(B)(ii)(11), (111). Although domestic producers Duferco Farrell, Ispat/Inland, SDI, and
Theis are partly owned, directly or indirectly, by firmsin subject countries, there is no indication that the foreign
owners are exporters of subject merchandise or, therefore, that the foreign ownership renders the domestic
producers “related parties” within the statutory meaning of that term.

% CRat Tablelll-1, PR at Table11-1.

2 CRat V-7, PRat TableIV-7. ***_ In addition, the record indicates that nine other producers, ***, also
purchased subject imports during the period of investigation. These companies would be “related parties’ if their
purchases of subject imports were so large as to amount to “direct or indirect control” of an importer or exporter of
subject imports during the period examined. Certain Cut-to-L ength Steel Plate from the Czech Republic, France,
India, Indonesia, Italy, Japan, Korea, and Macedonia, Invs. Nos. 701-TA-387-392 (Preliminary) and 731-TA-815-
822 (Preliminary), USITC Pub. 3181 (Apr. 1999) at 12. The quantities of purchases of each of these firms do not
appear large enough to warrant such afinding. See CR at IV-7, PR at IV-7. Nor isthere any other basis for
such afinding on this record. Consequently, we do not find that these companies are related parties on the
basis of their purchases.




different from other domestic producers as a result of its relationship with the foreign producer or importer
parent. The financial performance of National and UPI was ***, and the performance of CSl was ***
during the period of investigation. CSl ***, National is a petitioner in al of the subject cases except that
against Japan, and UPI ***_ Accordingly, the interests of all three firms appear to be those of domestic
producers. Based on the information available on the record at this time, we do not find that appropriate
circumstances exist to exclude CSI, National, or UPI from the domestic industry.

1. NEGLIGIBLE IMPORTS

Imports from a subject country corresponding to a domestic like product that account for less than
three percent of all such merchandise imported into the United States during the most recent 12 months for
which data are available preceding the filing of the petition shall be deemed negligible® The statute further
provides that imports from a single country which comprise less than three percent of total imports of such
merchandise may not be considered negligible if there are severa countries subject to investigation with
negligible imports and the sum of such imports from al those countries in the aggregate accounts for more
than seven percent of the volume of all such merchandise imported into the United States.>

The statute also provides that, even if imports are found to be negligible for purposes of present
material injury, they shall not be treated as negligible for purposes of athreat analysis should the
Commission determine that there is a potential that imports from the country concerned will imminently
account for more than three percent of al such merchandise imported into the United States, or that there is
apotential that the aggregate volumes of imports from the severa countries with negligible imports will
imminently exceed seven percent of al such merchandise imported into the United States®*® By operation
of law, afinding of negligibility terminates the Commission’s investigations with respect to such imports.*

In the case of countervailing duty investigations involving developing countries, the statute further
provides that the negligibility limits are four percent and nine percent, rather than three percent and seven
percent.*” The statute defines “developing country” as any country so designated by the U.S. Trade
Representative.®

The Commission is authorized to make “reasonable estimates on the basis of available statistics’ of
pertinent import levels for purposes of deciding negligibility.®

© 19 U.S.C. § 1677(24)(A)(1)()).

%19 U.S.C. § 1677(24)(A)(ii).

%19 U.S.C. § 1677(24)(A)(iv).

%19 U.S.C. § 1671b(a)(1), 19 U.S.C. § 1673b(a)(1).
19 U.S.C. § 1677(24)(B).

%19 U.S.C. § 1677(36)(A).

¥ 19 U.S.C. 8§ 1677(24)(C). See aso The Uruguay Round Agreements Act, Statement of Administrative
Action, H.R. Dac. No. 103-316, Vol. 1 at 186 (1994) (“SAA").
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A. The Antidumping | nvestigations

To evaluate negligibility, we considered adjusted official import statistics for the period September
1, 2000, through August 31, 2001.*> Negligibility is an issue for eleven of the twenty subject countries that
are individually below the 3 percent negligibility threshold: Australia with an import share at 2.0 percent
of total imports, China at 2.6 percent, Indiaat 0.2 percent, New Zealand at 0.8 percent, South Africaat 2.5
percent, Spain at 0.7 percent, Sweden at *** percent, Taiwan at 1.1 percent, Thailand at 1.0 percent,
Turkey at 2.5 percent, and Venezuela at 1.6 percent. However, the combined import share of these eleven
countries is more than 15 percent and exceeds the seven percent statutory negligibility threshold. We
therefore find that none of the subject imports from these countries are negligible for purposes of our
present materia injury analysis for these antidumping investigations.** #?

B. The Countervailing Duty | nvestigations

The petition included countervailing duty allegations against four countries. Argentina, Brazil,
France, and Korea. Argentina and Brazil, have been designated developing countries by the U.S. Trade
Representative.*® France at more than 4 percent of total imports and Korea at 13.6 percent, clearly exceed
the applicable negligibility level on an individual basis. Argentina's share of imports, a 4.3 percent, and
Brazil’ s share of imports, near 7.0 percent, each exceeds the negligibility level for developing countries.
We therefore find that none of the imports subject to countervailing duty alegations are negligible for
purposes of our present material injury anaysis.

V. CUMULATION

A. In General

“CRat Table V-3, PR at Table IV-3.

4 Because these imports are not negligible, we need not consider, for purposes of an analysis of threat of
material injury, the potential that these imports will imminently exceed the negligibility threshold. 19 U.S.C. §
1677(24)(A)(iv).

“2 Aceraliaand TradeARBED argue that, if certain *** imported from Spain during the period of investigation
had been classified outside of chapter 72 of the HTSUS, they would have fallen under an exclusion listed in
Commerce' s notice of initiation, and that they have sought the prospective reclassification of the article from
Customs under Chapter 73. Aceraliaand TradeARBED Postconference Brief at 2. Respondents do not deny,
however, that, whatever the future classification of their merchandise, imports of the merchandise during the
period did not enter under the classification necessary to meet the exclusion. The merchandise therefore is within
Commerce' s scope. Moreover, as noted above, it is Commerce, not the Commission, that determines scope.

The Venezuelan respondent’ s argument that its import share does not exceed the individual country
negligibilty threshold (Venezuelan Respondent’ s Postconference Brief at 3-7) is not relevant as its imports are not
negligible under the aternative 7-percent test when considered in the aggregate with those of other subject
countries that do not individually meet the 3-percent threshold. Moreover, it would be contrary to the statute to
adopt the Venezuelan respondent’ s proposal that the negligibility provision be read, in conjunction with Article 5.8
of the WTO Antidumping Agreement, to require an “injury” test in addition to a strict volumetest. 19 U.S.C. §
1677(24)(A)(ii) (negligibility defined solely in terms of the percentage of total imports).

% 63 Fed. Reg. at 29948 (June 2, 1998).



For purposes of evaluating the volume and price effects for a determination of material injury by
reason of the subject imports, section 771(7)(G)(l) of the Act requires the Commission to cumulate subject
imports from all countries as to which petitions were filed and/or investigations self-initiated by Commerce
on the same day, if such imports compete with each other and with domestic like productsin the U.S.
market.* In assessing whether subject imports compete with each other and with the domestic like
product,” the Commission has generally considered four factors, including:

(D) the degree of fungibility between the subject imports from different countries and between

imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

2 the presence of sales or offersto sl in the same geographic markets of subject
imports from different countries and the domestic like product;

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

4 whether the subject imports are simultaneously present in the market.*®

While no single factor is necessarily determinative, and the list of factorsis not exclusive, these factors are
intended to provide the Commission with a framework for determining whether the subject imports compete
with each other and with the domestic like product.*” Only a “reasonable overlap” of competition is
required.®®

None of the four statutory exceptionsto the general cumulation rule appliesto these
investigations.*

For purposes of these preliminary determinations, with respect to all investigations, we find that
there is areasonable overlap of competition among the subject imports and between the subject imports and
the domestic like product.

1. Fungibility

“19 U.S.C. § 1677(7)(G)()).

“ The SAA (at 848) expresdy states that "the new section will not affect current Commission practice under
which the statutory requirement is satisfied if there is a reasonable overlap of competition." citing Fundicao Tupy,
S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int'l Trade 1988), aff'd 859 F.2d 915 (Fed. Cir. 1988).

4 See Certain Cast-lron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos. 731-TA-278-
280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898 (Ct. Int'l
Trade), aff'd, 859 F.2d 915 (Fed. Cir. 1988).

47 See, e.0., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989).

“ See Goss Graphic System, Inc. v. United States, 33 F. Supp.2d 1082, 1087 (Ct. Int'| Trade 1998)
(“cumulation does not require two products to be highly fungible”); Mukand Ltd., 937 F. Supp. at 916; Wieland
Werke, AG, 718 F. Supp. at 52 (“Completely overlapping markets are not required.”).

“ The applicable exception concerns countries as to which investigations have been terminated. The other three
exceptions concern imports from Israel, countries as to which Commerce has made preliminary negative
determinations, and countries designated as beneficiaries under the Caribbean Basin Economic Recovery Act. 19
U.S.C. 8 1677(7)(G)(ii).
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Although the scope of these investigations covers awide variety of cold-rolled steel products,
classifiable under 46 HTSUS statistical categories, more than 70 percent of the subject imports enter the
United States under three classifications; these three classifications aso account for a maority of the
imports from all but three of the individual subject countries.®® For the other three countries, these
classifications accounted for percentages that were also significant: 33 percent of subject imports from
Australia, 17 percent of subject imports from Spain, and 29 percent of subject imports from Sweden.>
The German and Japanese respondents argue that they export primarily niche, high priced and specialty
products, emphasizing a difference in tariff classifications under which their imports enter. However, we
note that 67 percent of subject imports from Germany and 55 percent of subject imports from Japan
entered under the same three tariff classifications, as did the majority of imports from most of the other
subject countries.®

To the extent the Australian respondent claims that there is not a reasonable overlap of competition
between the subject merchandise from Australia and the domestic like product because it exports only two
types of product, import data indicate that subject imports from Australia have entered largely under six of
the HTSUS classifications, and to a lesser extent under an additional 10 classifications.>

Also with regard to fungibility, a maority of responding U.S. producers reported that domestically
produced and imported certain cold-rolled steel products from the individual subject countries are broadly
interchangeable.® A mgjority of responding importers agree that domestically produced and imported
certain cold-rolled steel are at least moderately interchangeable.™ The majority of responding U.S.
producers reported that non-price differences between U.S.-produced and subject imports are not a
significant factor in their firms' sales of certain cold-rolled stedl products.® A higher share of importers
that responded concerning the issue indicated that non-price differences are significant in sales of certain
cold-rolled steel products.®

¥ CRat Table V-5, PR at Table IV-5. By grade, most imports were certified to ASTM A-366. CR at Table
IV-4, PR a Table IV-4.

' CR at Table IV-5, PR at Table IV-5.

2 |d. Subject imports from Germany entered under 42 of the tariff classifications and subject imports from
Japan entered under 46 of the tariff classifications. CR at Table F-4, PR at Table F-4.

® CR at Table F-4, PR at Table F-4; see dlso CR at Table IV-5, PR at Table IV-5.
* CRat Tablell-2, PR at Table 11-2.

® CRat Tablell-3, PR at Table 11-3. For all subject countries except Indiaand Russia, amagjority of importers
familiar with the individual subject imports reported that the subject imports were always or frequently
interchangeable with the U.S.-produced product; in the case of India and Russia, a majority reported that the
subject imports were sometime interchangeable with the U.S. produced product.

% CRat Tablell-4, PR at Table I1-4. For all subject countries except Japan and the Netherlands, a mgjority of
U.S. producers familiar with the individual subject imports reported that non-price differences are never a
significant factor in purchasing decisions; in the case of Japan, a majority reported that the non-price differences
were always, frequently, or sometimes a factor; in the case of the Netherlands, the number of producers reporting
that non-price differences are never a factor was equal to the number reporting that non-price differences were
always, frequently, or sometimes a factor.

" CR at Table I1-5, PR at Table 11-5.
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2. Geographic Overlap

Cold-rolled stedl products produced in the United States are shipped nationwide; i.e., into each of
the four quadrants into which the subject imports entered.® Subject imports from 17 of the 20 subject
countries entered every quadrant of the United States during the period of investigation.®® Imports from
two of the subject countries-Spain and Venezuela-entered three of the four quadrants.®® Only subject
imports from New Zealand entered in only one quadrant, the West quadrant, during the POL.%* Further,
although the subject imports from Australia, as noted, entered four quadrants during the POI, 98 percent of
those imports entered the West quadrant.®> Accordingly, subject imports from Australia and New Zealand
are the most geographically concentrated of the subject imports, although it is less clear whether the goods
were actually shipped or offered for sale outside of the West quadrant. Nonetheless, the West quadrant
was a so an important entry point for imports from severa other countries, including Belgium, China,
Japan, Korea, the Netherlands, Taiwan, and Thailand.®® Subject imports from India and Venezuela were
also concentrated, although to alesser extent: 91 percent of imports from India and 95 percent of imports
from Venezuela were into the Gulf quadrant.®* Again, however, the Gulf region was an important entry
point for other subject imports, including those from Argentina, Brazil, China, Japan, Korea, Russia, South
Africa, Sweden, Thailand, and Turkey. We do not view these geographic concentrations suggested by
point of entry as sufficient to foreclose cumulation for purposes of these preliminary determinations, but
intend to examine this issue, including where these imports were sold or offered for sale, more closely in the
final phase of these investigations.

3. Channedls of Distribution

A large share of domestically-produced merchandise is consumed internally or transferred to
affiliates for extensive downstream processing. Of the open market sales by U.S. producers, about 58
percent are sold to end users (such as appliance and automotive manufacturers), and the remainder to
distributors/service centers.®® Significant percentages of subject imports are also sold to both end users and
distributors/service centers.%

® CRat Table V-6, PR at Table IV-6.
®1d.
g,
& 1d.
& 1d.

8 |d. The Australian exporter, although arguing that only other foreign sources, not the domestic producers,
compete in the West Coast region, identify U.S. suppliers of the merchandise to its West Coast customers. It also
identifies other U.S. producers of the items it exports to the United States. Australian (BPH) Postconference Brief
at 5-8.

® CR at Table IV-6, PR at Table IV-6.
® CRat 1-10, PR at 1-8; CR at Table I-1, PR at Table I-1.
® CRat 1-10, PR at I-8.
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4, Simultaneous Presence

Domestically produced certain cold-rolled steel was present throughout the United States during
the POL.%” Imports from 11 of the 20 subject countries entered in every month of the POI; imports from
another two countries entered in 41 of the 42 months covered.® Imports from South Africa entered in 40 of
the 42 months; China, 38 of the 42 months; Argentina, 36 of the 42 months; and Turkey, 31 of the 42
months.*® Imports from India entered in only two months of 1998 and four months of 1999, but were
present every subsequent month through June 2001.7° Among the 23 of 42 months that imports from
Thailand entered,10 months were in 2000 and three months in 2001, compared with only five monthsin
each of the first two full years of the period.” Imports from Venezuela aso entered in 23 of the 42 months;
those include, however, five of the six months at the end of the POI, in interim 2001.7

5. Conclusion

In sum, we cumulate imports of certain cold-rolled steel products from all of the subject countries
for purposes of our material injury analysis. Consideration of the four factors traditionally addressed in
cumulation analysis shows that there is a reasonable overlap of competition among the subject imports and
between the subject imports and the domestic product. I1n terms of fungibility, many respondents have
argued that their products are not fungible because their imports are concentrated in afew categories.
These categories, however, include the same HTSUS classifications for a significant percentage of imports
from each country. Both producers and importers agree there is at least afair amount of interchangeability
in general among subject imports and between the subject imports and the domestic like product.

In terms of geographic overlap, there is some variation, especialy regarding Australia, India, New
Zedland, and Venezuela, given that subject imports from each are concentrated in a quadrant. Again,
however, the test is one of reasonable overlap, and subject imports from most countries had some presence
in most or al quadrants, including the quadrant in which the concentrated imports entered.

There was also a significant simultaneous presence of subject imports. All subject countries
imports were present in amgjority of months, the greatest coincidence of presence occurring in the latter
part of the period of investigation.

 CRat IV-17, PR & IV-17.

® CR at Table V-5, PR a Table 1V-5.
®|d.

70 E

71 E

2 |d. The Venezuelan respondent argues that the Commission is barred by the WTO Antidumping Agreement
from cumulating the subject imports of countries whose imports would be negligible if considered individualy. As
the Commission concluded in response to the same argument the 2000 Cold-Rolled Steel determination, the Act
does not contain a cumulation exception for imports from individual subject countries whose import volumes are
below the three-percent single country negligibility threshold. Rather, its exception refers to those subject
countries as to which the investigation has been terminated. See 19 U.S.C. § 1677(7)(G)(ii)(I1); see Cold-Rolled
Steel, USITC Pub. 3283 at 11, n.67. Asdiscussed above, imports from none of the subject countries are eligible for
termination under the negligible imports provision; hence the statutory cumulation exception does not apply.
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V. CONDITIONS OF COMPETITION

The following conditions of competition are pertinent to our analysisin these investigations.

A. Captive Consumption

The domestic industry captively consumes a significant share of its production of the domestic like
product in the manufacture of downstream articles.”® Thus, we have considered whether the statutory
captive production provision requires us to focus our analysis primarily on the merchant market when
ng market share and the factors affecting the financial performance of the domestic industry.”™ The
petitioners argue that the provision is met; respondents do not object to application of the provision.”

There is aquestion on this record as to whether the requirements of the captive production
provision are met. However, we need not resolve the question for purposes of this preliminary
determination because we consider the extent to which the domestic like product is captively consumed to
be arelevant condition of competition.” We examine the individual criteria of the provision to some extent
asfollows.

We find that the threshold provision of the captive production provision has been met, as domestic
producersinternally transfer a significant share of their domestic production for captive consumption and

BCRat Tablell1-3, PR at Table111-3.
"The captive production provision, 19 U.S.C. § 1677(7)(C)(iv), provides:

(iv) CAPTIVE PRODUCTION -- If domestic producers internally transfer significant production
of the domestic like product for the production of a downstream article and sell significant
production of the domestic like product in the merchant market, and the Commission finds that --

() the domestic like product produced that is internally transferred for processing into
that downstream article does not enter the merchant market for the domestic like
product,

(1) the domestic like product is the predominant material input in the production of that
downstream article, and

(111) the production of the domestic like product sold in the merchant market is not
generally used in the production of that downstream article,

then the Commission, in determining market share and the factors affecting financial
performance set forth in clause (iii), shall focus primarily on the merchant market for the
domestic like product.

® E.g., Bethlehem et a. Postconference Brief at 23 (assumption provision applies); Joint Respondents
Postconference Brief at 2 (proposing that the Commission give the domestic industry the benefit of the doubt
regarding application of the captive production provision).

6 Commissioner Devaney does not join in the remainder of the opinion dealing with captive production. Asthe
majority opinion, which | join, notes, ". . . we need not resolve the question for the purposes of this preliminary
determination. . . ." Since we are not reaching the issue in this preliminary determination, the partial analysis
which follows is unnecessary dicta. It is unconvincing at best and damaging at worst.

14



sell asignificant share on the merchant market.”” We find that the first statutory criterion is met; the record
reflects that virtually all of the certain cold-rolled steel transferred for processing was in fact processed into
downstream articles.” ™ We also find that the second statutory criterion has been met, as certain cold-
rolled sted is the predominant material input for the relevant downstream articles.®

With respect to the third factor, there is some question whether the domestic like product sold in
the merchant market is or is not generally used in the production of the downstream article produced from
internal transfers. We do not have the benefit of purchaser questionnairesin these preliminary phase
investigations. To the extent production of the domestic like product sold in the merchant market isused in
the production of the same downstream article produced from the captive production has been estimated,®*
we find that the record contains insufficient information to make a conclusion regarding the third factor in
these preliminary investigations.® If these investigations proceed to fina phase investigations, however, we
intend to consider the impact of these factors, and others, such as ownership differences between the
domestic producer and the related party, whether “the separate corporate structure of the related entity
should be disregarded,” and whether “these transactions are treated by the domestic producer and related
entity in the same manner as production that is transformed internally and processed into a downstream
product by the domestic producer.”® For purposes of these preliminary investigations, however, we do not
apply the captive production provision. We, nonetheless, take into consideration the existence of a
significant volume of captive production as arelevant condition of competition for purposes of these
preliminary determinations.®

"CR at Table111-3, PR at Table 111-3.
BCRat -7, PR at Table11-7; CR at Table E-1, PR at Table E-1.

™ Commissioner Bragg notes that, consistent with her captive production analysis, the record does not provide
sufficient information (i.e., lack of purchaser questionnaires) to determine the applicability of the first and third
criteria of the captive production provision, even though the record contains new information and the petitioners
contention suggests that the captive production provision applies. Accordingly, Commissioner Bragg finds that the
captive production provision is not applicable in these preliminary investigations. Nonetheless, Commissioner
Bragg considers the significant captive production as an important condition of competition.

In addition, Commissioner Bragg notes that the statute requires the Commission to analyze the impact of
the subject imports on all domestic production operations, including both captive and merchant market shipments.
See19 U.S.C. 881677 (4) (A) and 1677 (7)(B). Moreover, she notes even if the statutory provisions are met and
the captive production provision applies, it merely permits the Commission to “focus primarily” on the merchant
market operations of the industry; the provision does not allow the Commission to disregard the industry’ s captive
production completely. 19 U.S.C. § 1677 (7)(C)(iv).

®CRatI11-7, PR at Tablel11-7; CR at Table E-1, PR at Table E-1.
8 See INV-Y-234 (Nov. 9, 2001), PR at 111-8.

8 Moreover, asin the 2000 cold-rolled stedl final determination, the preliminary record contains insufficient
information to determine that domestic producers’ transfers to related parties would be properly included among
internal transfers rather than among merchant market sales. See USITC Pub. 3283 at 16-18.

8 See USITC Pub. 3283 at 17.

8 See, e.0., Certain Emulsion Styrene-Butadiene Rubber from Brazil, Korea, and Mexico, Invs. Nos. 731-TA-
794-796 (Final), USTIC Pub. 3190 (May 1999) at 14.
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B. Other Conditions of Competition

Demand for certain cold-rolled stedl isclosaly tied to the level of demand in the appliance,
automotive, construction, container, and other industries in which it is used.®® Apparent consumption in the
merchant market was fairly constant from 1998 to 2000 (an increase of 0.1 percent), then declined by 15.5
percent between interim 2000 and interim 2001.%¢ Total apparent domestic consumption, including internal
transfers, increased 3.1 percent from 1998 to 2000, then decreased 13.6 percent from interim 2000 to
interim 2001.%5" The decrease in apparent domestic consumption in the 2001 interim period was preceded
by a 9.3 percent decline in total apparent consumption in the second half of 2000 compared with the first
half of 2000.%

Total domestic production capacity increased by 2.6 percent between 1998 and 1999, and by 3.8
percent between 1999 and 2000, for an overall increase of 6.5 percent between 1998 and 2000.2° Thus,
between 1998 and 2000, capacity increased by a greater amount than did total apparent domestic
consumption, both in percentage terms (6.5 percent versus 3.1 percent) and in terms of absolute volume
(2.72 million tons versus 1.20 million tons).*® A dight decrease in domestic production capacity, 0.1
percent, occurred in the interim 2001 period as compared to the same period in 2000.** U.S. producers
capacity utilization rates increased from 84.2 percent in 1998 to 87.3 percent in 1999, and then returned to
84.2 percent in 2000. In the 2001 interim period, capacity utilization decreased to 75.6 percent compared
with arate of 89.4 percent in the interim 2000 period.*

Approximately 58 percent of merchant market sales by U.S. producersis sold directly to end users,
while the remaining 42 percent is sold to distributors or service centers.®® Approximately 72 percent of
subject imports is sold to distributors or service centers, while the remaining 28 percent is sold directly to
end users.® Approximately 68 percent of sales by U.S producers and 57 percent of sales by importers
were on a contract basis, with the remainder on a spot basis.®

Two companies, Bethlehem and LTV, filed for reorganization under Chapter 11 of the Bankruptcy
code during the period examined.® Also relevant as conditions of competition in these investigations are
recent investigations and reviews under the Act of cold-rolled stedl products. In June 1999, the
Commission and Commerce instituted antidumping and/or countervailing duty investigations of certain
cold-rolled steel product from Argentina, Brazil, China, Indonesia, Japan, Russia, Slovakia, South Africa,

®CRatll-3, PR at Tablell-3.

% CR at Table C-2, PR at Table C-2.

8 CR at Table C-1, PR at Table C-1.

8 CRat Table C-3, CR at C-12; PR at Table C-3, PR at C-12.
® CR at Table C-1; PR at Table C-1.

0|,

. CRat Tablelll-2; PR at Table I11-2.

2 CR at Table C-1; PR at Table C-1.

®CRatl-11 and TableI-1; PR at I-8 and Table I-1.
“CRat Tablel-1; PR at TableI-1.

®CRatV-12, PR at V-12.

®CRatlll-4, PR at ll1-4.
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Taiwan, Thailand, Turkey, and Venezuela, most of which are also subject countries in this investigation ¥
In Octaober through December 1999, the deposit of provisiona antidumping and/or countervailing duties, or
the posting of bond, was required on subject imports from those countries.® The provisional measures
were lifted following the Commission’s negative final determinations between March and July of 2000.% %

In addition, antidumping duty and/or countervailing duty orders were in place with respect to
certain cold-rolled steel from Germany, Korea, the Netherlands, and Sweden throughout most of the period
of investigation. The order on Sweden, which was issued in 1985, and the orders on Germany, Korea, and
the Netherlands, which were issued in 1993, were revoked in December of 2000, following the
Commission’s determination in its five-year review of the orders that material injury was not likely to
continue or recur if the orders were revoked.’? 1® Accordingly, there have been no antidumping or
countervailing duty orders since the end of 2000, and the provisional measures were ended in mid-year
2000.1%4

 Petition filed June 2, 1999; Commission ingtitution, June 9, 1999 (64 Fed Reg. 31018); Commerce initiation,
June 25,1999 (64 Fed. Reg. 34194).

% USITC Pub. 3283 at I-3 - 1-4. Customs was instructed by Commerce to impose these provisional measures
following Commerce’ s affirmative preliminary determinations with respect to those countries.

% 65 Fed. Reg. 15008 (Mar. 20, 2000) (Argentina, Brazil, Japan, Russia, South Africa, Thailand); 65 Fed. Reg.
31348 (May 17, 2000) (Turkey, Venezuela); 65 Fed. Reg. 44076 (July 17, 2000) (China, Indonesia, Slovakia,
Taiwan). Any continuation of the suspension of liquidation would have been under court order, not by reason of
the determinations of Commerce or the Commission.

1% Commissioner Bragg notes that, although the Commission’s majority negative determinations ultimately
removed the duty orders, she found in the affirmative in those previous investigations. She also found the domestic
industry to be vulnerable to imports from several countries that are again subject to these investigations. See
USITC Pub. 3283 (March 2000), Separate Views of Commissioner Lynn M. Bragg, at 29-40.

10 Certain Carbon Steel Products From Austria.and Sweden, Invs. Nos. 701-TA-225, 231, USITC Pub. No.
1759 (Sep. 1985). Certain Flat-Rolled Carbon Steel Products From Argentina, Australia, Austria, Belgium, Brazil,
Canada, Finland, France, Germany, Italy, Japan, Korea, Mexico, The Netherlands, New Zealand, Poland,
Romania, Spain, Sweden, and The United Kingdom, Invs. Nos. 701-TA-319-332, 334, 336-42, 344, 347-353, 731-
TA-573-579, 581-592, 594-597, 599-609, 612-619 (Final), USITC Pub. No. 2664 (Aug. 1993).

1% Notice of revocation, 65 Fed. Reg. 78467 (Dec. 15, 2000). Certain Carbon Steel Products From Australia,
Belgium, Brazil, Canada, Finland, France, Germany, Japan, Korea, Mexico, The Netherlands, Poland, Romania,
Spain, Sweden, Taiwan, and The United Kingdom, Invs. Nos. AA1921-197 (Review), 701-TA-231, 319-320, 322,
325-328, 340, 342, and 348-350 (Review), and 731-TA-573-576, 578, 582-587, 604, 607-608, 612, and 614-618
(Review), USITC Pub. 3364 (Nov. 2000).

108 Commissioner Bragg and Commissioner Miller note that, although the Commission’s majority negative
determination ultimately removed the duty orders, they each found in the affirmative in those previous
investigations with respect to Germany, Korea, and the Netherlands. They also found the domestic industry to be
vulnerable to imports from several countries that are again subject to these investigations. See USITC Pub. 3364
(Nov. 2000), Separate and Dissenting Views of Commissioner Lynn M. Bragg and Separate Views of
Commissioner MarciaE. Miller on Cold-Rolled Carbon Steel Flat Products.

1% We note the existence of an agreement signed on July 12, 1999, between Commerce and the Ministry of
Trade of the Russian Federation, which limits subject imports from Russia to approximately half the level of 1998
imports. This agreement is in addition to the suspension agreement under 19 U.S.C. § 1673c(c)(l), which was
signed on January 13, 2000. 65 Fed. Reg. 5500 (Feb. 4, 2000). Unlike a suspension agreement, this
comprehensive agreement limits subject imports from Russia notwithstanding the Commission’ s negative

(continued...)
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VI. VIEWS OF COMMISSIONERSBRAGG, MILLER AND DEVANEY ON REASONABLE
INDICATION OF MATERIAL INJURY BY REASON OF ALLEGEDLY SUBSIDIZED
AND/OR LTEV IMPORTS

In the preliminary phase of antidumping or countervailing duty investigations, the Commission
determines whether there is a reasonable indication that an industry in the United States is materialy
injured by reason of the imports under investigation.® In making this determination, the Commission must
consider the volume of imports, their effect on prices for the domestic like product, and their impact on
domestic producers of the domestic like product, but only in the context of U.S. production operations.'®
The statute defines “material injury” as“harm which is not inconsequential, immaterial, or unimportant.”*”
In assessing whether there is a reasonable indication that the domestic industry is materialy injured by
reason of subject imports, we consider al relevant economic factors that bear on the state of the industry in
the United States.'® No single factor is dispositive, and al relevant factors are considered “within the
context of the business cycle and conditions of competition that are distinctive to the affected industry.”*®

For the reasons discussed below, we determine that there is a reasonable indication that the
domestic industry producing certain cold-rolled stedl is materially injured by reason of imports of certain
cold-rolled steel products from Argentina, Brazil, France, and Korea that are alegedly subsidized and by
reason of imports of certain cold-rolled steel products from Argentina, Australia, Belgium, Brazil, China,
France, Germany, India, Japan, Korea, Netherlands, New Zeadland, Russia, South Africa, Spain, Sweden,
Taiwan, Thailand, Turkey, and Venezuela, that are allegedly sold in the United States at less than fair
value?

B. Volume

Section 771(C)(1) of the Act provides that the “Commission shall 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 of subject imports increased steadily over the recent period, from 854,432 short tons in
thefirst half of 2000, to 1,191,865 short tons in the second half of 2000, to 1,205,418 short tons in the first

104 (..continued)
determination, USITC Pub. 3364, in the prior investigation regarding Russia.

19519 U.S.C. § 1671b(a) and 1673b(a).

10619 U.S.C. § 1677(7)(B)(l). The Commission “may consider such other economic factors as are relevant to
the determination” but shall “identify each [such] factor . . . [alnd explain in full its relevance to the
determination.” 19 U.S.C. § 1677(7)(B). See aso Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir.
1998).

197 19 U.S.C. § 1677(7)(A).
196 19 U.S.C. § 1677(7)(C)(iii).
19 19 U.S.C. § 1677(7)(C)(iii).

10 For her present material injury analysis, Commissioner Miller focused on the most recent twelve-month
period, July 2000 through June 2001, in considering increases in subject import volumes, price declines, and the
impact of subject imports on the condition of the domestic industry.

119 U.S.C. § 1677(7)(C)(I).
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half of 2001, even as apparent U.S consumption began to decline.*** The market penetration of the subject
imports similarly increased in the most recent 12 months of the period examined, while the market shares of
both the domestic industry and nonsubject imports declined during the same period.*** Therisein the
volume and market share of subject imports, as compared to prior portions of the period examined,
coincided with the lifting of preliminary duties and fina orders on imports from many of the subject
countries beginning in March 2000.

Although the volume of cumulated subject imports decreased from 3.37 million short tons in 1998
to 2.75 million short tonsin 1999, then decreased further to 2.05 million short tons in 2000,** the decrease
coincided with the Commission’s and Commerce' s antidumping and/or countervailing duty investigations,
initiated in June 1999, of certain cold-rolled steel products from, among other countries, many of the
subject countries in these investigations: Argentina, Brazil, China, Japan, Russia, South Africa, Taiwan,
Thailand, Turkey, and Venezuela™® Similarly, from 1998 to the beginning of 2000, domestic producers
share of consumption increased.*

The volume of subject imports, compared to domestic shipments, declined in 1999 and 2000, then
increased in interim 2001, compared with interim 2000."" For purposes of these preliminary
determinations, we find the volume of subject imports and the increase in the volume of subject imports to
be significant.

C. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of the subject imports,
the Commission shall consider whether —
(1) there has been significant price underselling by the imported merchandiseas compared with
the price of domestic like products of the United States, and

(1) the effect of imports of such merchandise otherwise depresses pricesto a significant
degree or prevents price increases, which otherwise would have occurred, to a significant degree.™'®

"2 CR at Table C-3; PR at C-3.

13 As a share of the merchant market, measured by quantity, subject imports increased to 15.4 percent in
interim 2001, compared with 9.2 percent in interim 2000. CR at Table C-2; PR at Table C-2. The domestic
industry’ s share of the merchant market decreased to 81.2 percent in interim 2001, compared with 85.7 percent in
interim 2000. CR at Table C-2; PR at Table C-2. Subject imports share of the entire market, including internal
transfers, measured by quantity, increased to 6.7 percent in interim 2001, compared to 4.1 percent in interim 2000.
CR at Table 1V-9; PR at Table IV-9. The domestic industry’s share of the entire market, measured by quantity,
declined to 91.9 percent in interim 2001, compared to 93.7 percent in interim 2000. CR at Table IV-9; PR at
Table1V-9.

M CRat TableV-1; PR at Table IV-1.

15 Petition filed June 2, 1999; Commission institution, June 9, 1999 (64 Fed Reg. 31018); Commerce initiation,
June 25,1999 (64 Fed. Reg. 34194).

18 CR at Table C-1 and C-2; PR at Table C-1 and C-2.
Y CRat Table V-8 ; PR at Table V-8 (entire market); CR at Table C-2, PR at Table C-2 (merchant market).
1819 U.S.C. § 1677(7)(C)(ii).
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The evidence gathered in these investigations indicates that there is at least a moderate degree of
substitutability between the subject merchandise and the domestic like product, and that price, quality, and
ability to supply are all important considerations for purchasers.™

Price declines are significant when measured by the specific product pricing data obtained for
products 1 and 2 in these investigations, which also reflect significant underselling by subject imports.'®
During those quarters for which data were reported, subject imports undersold domestic products in 282
quarters, or in 65 percent of all comparisons.*** Underselling marginsin those quarterly comparisons
ranged from 0.1 percent to 74.7 percent.”? We find this underselling to be significant. The specific
product pricing data also showed significant price declines across all product/channel of distribution
combinations.**® Overall, U.S. prices ended the period at alevel lower than at the beginning of the period,
and the largest price drop occurred between interim 2000 and interim 2001. We find that the declining
import prices, throughout the period examined, and particularly from the second half of 2000 onward,
significantly depressed U.S. prices.

The average unit value of subject imports and the domestic like product are consistent with and
confirm the pricing trends shown by the specific product pricing data. The average unit value for subject
imports increased by 8.4 percent between 1998 and 2000, from $432 to $468."* The average unit value
then fell by 21.0 percent, to $380 in interim 2001, compared with $480 in interim 2000.2* In contrast, the
average unit value for nonsubject imports decreased 7.3 percent between 1998 and 2000, from $472 to
$438, then increased by 2.3 percent in interim 2001 to $437, compared with $427 in interim 2000.® The
average unit value for domestic merchant market shipments fell 6.1 percent between 1998 and 2000, from
$471 to $443, and dropped 11.1 percent between interim 2000 and interim 2001.**" The average unit value
for domestic shipments, including internal transfers, fell 5.7 percent between 1998 and 2000, from $443 to
$418, and dropped 11.1 percent between interim 2000 and interim 2001.'%

Although we acknowledge that other factorsin the current market may be placing pressure on
domestic prices (e.g., the evolving presence of minimills, hot-rolled steel prices, and quality and other non-
price differences among the products),'® we find that subject imports themselves have depressed pricesto a
significant degree. We will examine these other factors further in any fina phase investigations.

D. I mpact

WCRatll-4-11-10; PRat 11-3 - 11-8.

2 CR at Tables G-1 - G-4; PR at Tables G-1 - G-4.
21CRat V-22; PR at V-13.

2 CR at Tables G-1 - G-4; PR at Tables G-1 - G-4.
2 d.

24 CR at Table C-1; PR at Table C-1.

B

129 We also note that the evidence on the extent to which spot sales may influence contract pricesisinconclusive
and will be examined more extensively in any final phase investigations.
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In examining the impact of the subject imports on the domestic industry, we consider al relevant
economic factors that bear on the state of the industry in the United States.™ These factors include outpuit,
sales, inventories, capacity utilization, market share, employment, wages, productivity, profits, cash flow,
return on investment, ability to raise capital, and research and development. No single factor is dispositive
and all relevant factors are considered “within the context of the business cycle and conditions of
competition that are distinctive to the affected industry.” 3 132 133

We find that the subject imports had an adverse impact on the domestic industry’ s performance,
particularly from March 2000 onward when subject imports reentered the market even as overal U.S.
consumption was declining. As noted previoudly, two producers declared bankruptcy during the period,
Bethlehem and LTV. Theindustry’sfinancia condition deteriorated significantly over the period under
investigation.

As prices dropped and subject imports increased after the duty orders and provisional measures
were lifted, the industry, which as awhole was dready vulnerable, suffered operating losses of $299
million in 2000 and $923 million in interim 2001.*** In addition, the general trends of the individual
producers also reflect significant operating losses from 1999 to 2001.% On merchant market sales, the
industry’ s operating income as a percentage of net sales declined from 3.0 percent in 1998, to alossof 1.1
percent in 1999, and then improved dightly to aloss of 0.7 percent in 2000.2*® The industry’ s operating
income as a percentage of total net sales, including internal transfers, declined from 3.0 percent in 1998, to
aloss of 1.7 percent in 1999, and aloss of 1.9 percent in 2000.%*" The dight improvement in profitability
in 2000 on merchant market operations is attributable to an improvement in the first half of 2000, when

019 U.S.C. 8§ 1677(7)(C)(iii). Seeaso SAA at 851 and 885 (“In material injury determinations, the
Commission considers, in addition to imports, other factors that may be contributing to overall injury. While these
factors, in some cases, may account for the injury to the domestic industry, they also may demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” Id. at
885).

13119 U.S.C. § 1677(7)(C)(iii). Seeaso SAA at 851 and 885 and Live Cattle from Canada and Mexico, Inv.
Nos. 701-TA-386 and 731-TA-812-813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25, n.148.

2 The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.S.C. § 1677(7)(C)(iii)(V). Commerce's
initiated estimated dumping margins were as follows: Argentina, 89.89 percent; Australia, 24.06 percent;
Belgium, 25.41 percent; Brazil, 26.4 percent; France, from 7.93 to 22.12 percent; Germany, from 25.78 to 35.02
percent; India, 128.38 percent; Japan, from 109.90 to 115.22 percent; Korea, from 45.77 to 53.72 percent; the
Netherlands, from 58.50 to 58.61 percent; New Zealand, 21.72 percent; China, from 70.68 to 74.16 percent;
Russia, from 130.58 to 137.33 percent; South Africa, 54.59 percent; Spain, 46.20 percent; Sweden, 40.54 percent;
Taiwan, 16.8 percent; Thailand, from 112.09 to 142.78 percent; Turkey, 51.71 percent; and Venezuela, 53.9
percent. Commerce Fact Sheet, CR and PR a App. A.

13 Commissioner Bragg notes that she does not ordinarily consider the magnitude of the margin of dumping to
be of particular significance in evaluating the effects of subject imports on domestic producers. See Separate and
Dissenting Views of Commissioner Lynn M. Bragg in Bicycles from China, Inv. No. 731-TA-731 (Fina), USITC
Pub. 2968 (June 1996).

¥ CR a Table VI-5, PR at Table VI-5. In the merchant market, the industry had an operating loss of $44
million in 2000 and an operating loss of $332 in interim 2001. CR at Table C-2, PR at Table C-2.

35 CRat TableVI-2, PR at Table VI-2.
1% CR at TableVI-1, PR at Table VI-1.
37 CR at Table VI-5, PR at Table VI-5.
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certain subject imports were restrained by provisional measures imposed in the prior cold-rolled stegl
investigations.™® The industry’s results in the interim periods reflect a dramatic further decline, with an
operating loss on merchant market sales of 12.5 percent in interim 2001, compared with operating income
of 3.0 percent in interim 2000."* In the total market, including internal transfers, the industry experienced
an operating loss of 14.5 percent in interim 2001, compared with operating income of 2.0 percent in interim
2000.2° This decline was in large part due to lower average prices which were reflected in lower average
values for net sales The industry’s capital expenditures also declined from $469 million in 1998 to $325
million in 2000.1? Capital expenditures increased in interim 2001 to $116 million, compared with $110
million in interim 2000.**

The industry added capacity in the period and reported 41.8 million short tons of capacity in 1998
and 44.5 million short tons of capacity in 2000.** The industry’s production increased from 35.2 million
short tonsin 1998 to 37.5 million short tons in 2000, but its production dropped from 19.9 million short
tons in interim 2000 to 16.8 million short tons in interim 2001.246 Capacity utilization was 84.2 percent in
1998 and 2000, but it declined from 89.4 percent in the first six months of 2000, to 75.6 percent in the first
half of 2001.*

Domestic producers share of merchant market sales declined, from 85.7 percent in interim 2000 to
81.2 percent in interim 2001.** The share of U.S. consumption accounted for by domestic producersin the
merchant market had increased, from 76.9 percent in 1998 to 83.8 percent in 2000.*° Similarly, the share
of U.S. consumption accounted for by domestic producers in the total market, including internal transfers,
increased dlightly, from 89.5 percent in 1998 to 92.8 percent in 2000.* However, domestic producers
market share declined in the interim period comparison for the total market from 93.7 percent to 91.9

13 CR at Table C-3, PR at Table C-3.
¥ CRat TableVI-1, PR at Table VI-1.

0 CR at Table VI-5, PR at Table VI-5. 19 of 23 domestic producers reported losses in the first half of 2001.
Id.

Ml CR at VI-8, PR at VI-5. The average value of net salesin the merchant market declined from $473 per short
ton in 1998 to $446 per short ton in 2000. Ininterim 2001, the average value of net sales in the merchant market
was further depressed to $404, compared with $453 in the first half of 2000. CR at Table VI-1, PR at Table VI-1.
The average value of net sales in the entire market declined from $444 per short ton in 1998 to $419 per short ton
in 2000. Ininterim 2001, the average value of net sales in the entire market was further depressed to $379,
compared with $425 in interim 2000. CR at Table VI-5, PR at Table VI-5.

“2CR at Table VI-9, PR at Table VI-9.
% d.

Y CRat Tablelll-2, PR at Table I11-2. Reported capacity was 22.2 million short tons in the first half of 2000
and the first half of 2001. 1d.

5 d.
18 d.
7 4.
148 CR at Table V-9, PR at Table 1V-9.
9 4.
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percent.™ Theindustry’s salesin the merchant market increased from 14.0 million short tonsin 1998 to
15.2 million short tonsin 2000, but then declined in the interim periods, when merchant market sales
dropped from 8.2 million short tons in interim 2000 to 6.6 million short tons in interim 2001.%? The
industry’ s total sales increased from 35.0 million short tonsin 1998 to 37.4 million short tons in 2000, but
then they declined in the interim periods, when total sales dropped from 19.8 short tons in interim 2000 to
16.8 million short tonsin interim 2001

Both productivity and the number of production-related-workers likewise declined in the most
recent period of the period examined, after increasing somewhat from 1998 to 2000.">* Domestic
inventories were relatively unchanged during the period of investigation, but increased somewhat toward
the end of the period.™

We find that the increased volume of subject country imports in a declining market in the most
recent period of the period of investigation had significant price depressing effects and adversely impacted
the domestic industry, as reflected in declining profitability, capacity utilization, production, and shipments.

E. Conclusion

For the reasons stated above, we determine that there is a reasonabl e indication that the domestic
industry producing certain cold-rolled steel products is materially injured by reason of imports of certain
cold-rolled steel products from the subject countries that are allegedly subsidized and by reason of imports
of certain cold-rolled steel products that are allegedly sold in the United States at less than fair value.

VII.  VIEWSOF CHAIRMAN KOPLAN, VICE CHAIRMAN OKUN, AND COMMISSIONER
HILLMAN ON REASONABLE INDICATION OF THREAT OF MATERIAL INJURY
BY REASON OF ALLEGEDLY SUBSIDIZED AND/OR LTFV IMPORTS

A. Cumulation for Purposes of Threat

For purposes of determining if athreat of material injury exists, cumulation is discretionary.
Under section 771(7)(H) of the Act, the Commission may “to the extent practicable” cumulatively assess
the volume and price effects of subject imports from all countries as to which petitions were filed on the

Bid.

%2 CR at Table VI-1. Similarly, the industry’s U.S. shipments increased from 34.5 million short tons in 1998 to
36.9 million short tons in 2000, but then declined during the interim periods from 19.5 to 16.6 million short tons.
CRat Table V-8, PR a Table |V-8.

153 CR at Table VI-5; PR at Table VI-5. Similarly, the industry’s U.S. shipments increased from 13.5 million
short tonsin 1998 to 14.7 million short tons in 2000, but then declined during the interim periods from 7.9 to 6.3
million short tons. CR at Table C-2, PR at Table C-2.

¥ The industry’s production related workers increased from 26,458 in 1998 to 27,225 in 2000. CR at Table I11-
5, PR at Table I11-5. The number then declined from 27,797 in interim 2000 to 24,474 in interim 2001. 1d.
Productivity was 603 short tons per 1,000 hours in 1998 and 624 short tons per 1,000 hours in 2000. It declined
from 637 short tons per 1,000 hoursin interim 2000 to 623 short tons per 1,000 hoursin interim 2001. 1d.

% | nventories were 2.08 million short tonsin 1998 and 2.06 million short tonsin 2000. CR at Table I11-4, PR
at Table111-4. Inthefirst half of 2001, inventories were just 1.91 million short tonsin comparison to 2.15 million
short tonsin the first half of 2000. Id.
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same day if the requirements for cumulation for material injury analysis are satisfied.™ In addition to
considering the four cumulation factors described above, the Commission a'so may consider the similarity
of trends in the volume and price of subject imports from the countries under investigation.™’

We exercise our discretion to cumulate al subject imports for purposes of our analysis of whether
there is areasonable indication of threat of materia injury by reason of the subject imports. In that regard,
we have taken account of the four cumulation factors described above as well as the fact that imports from
the subject countries exhibited similar pricing trends during the period for which data were collected.™®
The average unit value of subject imports from each country was lower in the interim period than they were
in 1998."° Similarly, the price comparisons data for products 1 and 2 show lower prices for nearly all
countries at the end of the period of investigation compared with the beginning of the period, and all subject
countries’ prices were lower for at least one of the two products.’®® On this basis, for purposes of these
preliminary investigations, we have exercised our discretion to assess cumulatively the volume and price
effects of the subject imports from all subject countries.

B. Reasonable Indication of Threat of Material Injury

Section 771(7)(F) of the Act directs the Commission to determine whether the U.S. industry is
threatened with material injury by reason of the subject imports by analyzing whether “further dumped or
subsidized imports are imminent and whether material injury by reason of imports would occur unless an
order isissued or a suspension agreement is accepted.”**! The Commission may not make such a
determination “on the basis of mere conjecture or supposition,” and considers the threat factors “asa
whol€e” in making its determination whether dumped or subsidized imports are imminent and whether
material injury by reason of imports would occur unless an order isissued.’® In making our determination,
we have considered all statutory factors that are relevant to these investigations,'®® including the rate of the
increase in the volume and market penetration of subject imports, unused production capacity, and the
substantial inventories of subject merchandise.

For the reasons discussed below, we determine that there is a reasonable indication that the
domestic industry is threatened with material injury by reason of subject imports. For purposes of these
preliminary determinations, we find that the record data reflects a significant rate of increase in cumulated

1% 19 U.S.C. § 1677(7)(H).

%7 See Torrington Co. v. United States, 790 F. Supp. at 1172 (affirming Commission's determination not to
cumulate for purposes of threat analysis when pricing and volume trends among subject countries were not uniform
and import penetration was extremely low for most of the subject countries); Metallverken Nederland B.V. v.
United States, 728 F. Supp. 730, 741-42 (Ct. Int'l Trade 1989); Asociacion Colombiana de Exportadores de Flores
v. United States, 704 F. Supp. 1068, 1072 (Ct. Int'| Trade 1988).

158 We acknowledge that the trends in volume are mixed for the subject countries. However, the trends for some
of the subject countries were likely affected by the pendency of the cold-rolled steel investigations in 1999-2000.
We will explore thisissue further if cumulation for threat purposesis relevant in our final determinations.

159 CR at Table C-1, PR at Table C-1.

10 CR at Tables V-1, V-2; PR at Table V-1, V-2,
161 19 U.S.C. § 1673d(b) and 1677(7)(F)(ii).
18219 U.S.C. § 1677(7)(F)(ii).

18319 U.S.C. § 1677(7)(F)(i). Factor VII isinapplicable in these investigations because it does not involve
imports of araw agricultural product.
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volume and market penetration of the subject imports at the end of the period examined indicating the
likelihood of substantially increased imports.

Although the volume of the cumulated subject imports decreased from 3.37 million short tonsin
1998 to 2.05 million short tons in 2000, subject imports then increased in interim 2001 to 1.2 million short
tons, compared to 0.85 million short tons in interim 2000.%* When measured by total U.S. consumption,
the subject imports followed a similar trend. The subject imports share of the market declined from 1998
to 2000, then increased in interim 2001, compared with interim 2000, while the domestic industry’ s market
share increased from 1998 to 2000, then declined in interim 2001, compared with interim 2000.% The
volume of subject imports, compared to domestic shipments, declined in 1999 and 2000 then increased in
interim 2001, compared with interim 2000.2%

We also find that producers in the subject countries have excess capacity that will permit them to
significantly increase exports to the United States in the imminent future. Based on data for full year 2000,
subject country producers had excess production capacity of more than 10 million short tons.*®” This
would allow subject import volume to more than triple if the excess capacity were used to produce subject
products that were exported to the United States.*® Subject producers continued to have significant excess
capacity, 5.3 million short tons, in the interim 2001 period. Moreover, the United States has been a
significant market for the subject countries over the period examined.™® It is also significant that cold-
rolled steel exports from certain of the subject countries face antidumping duties or quantitative restrictions
in anumber of other foreign markets, potentially creating a further incentive for them to increase their
exports to the United States.*”® There also were significant ending inventories of subject merchandise in the
subject countries.*”*

¥ CRat TableIV-1; PR at Table IV-1.

1% As a share of the merchant market, measured by quantity, subject imports declined from 19.1 percent in 1998
to 11.6 percent in 2000, then increased to 15.4 percent in interim 2001, compared with 9.2 percent in interim
2000. CR at Table C-2, PR at Table C-2. The domestic industry’s share of the merchant market, measured by
guantity, increased from 76.9 percent in 1998 to 83.8 percent in 2000, then decreased to 81.2 percent in interim
2001, compared with 85.7 percent in interim 2000. CR at Table C-2, PR at Table C-2. Subject imports share of
the total market, including internal transfers, measured by quantity, decreased from 8.7 percent in 1998 to 5.1
percent in 2000, then increased to 6.7 percent in interim 2001, compared to 4.1. percent in interim 2000. CR at
Table V-9, PR at Table 1VV-9. The domestic industry’s share of the entire market, measured by quantity, increased
from 89.5 percent in 1998 to 92.8 percent in 2000, then declined to 91.9 percent in interim 2001, compared to 93.7
percent in interim 2000. CR at Table V-9, CR at Table IV-9.

%6 CR & PR at Table V-8 (total market), CR & PR at Table C-2 (merchant market).

7 CR at Table VI11-18, PR at Table VI11-18; see aso Joint Respondents’ Postconference Brief at 51-53
(acknowledging significant excess capacity).

%8 See CR at Table 1V-1, PR at Table IV-1.

1 CR at Table VI1-18, PR at Table V11-18.

" CRat VII-31, PR at VII-16. Brazilian cold-rolled steel products are currently subject to suspension
agreement in Argentina. Russian cold-rolled steel products are currently subject to antidumping findingsin
Mexico, Phillippines, Colombia, Venezuela, Canada, and Egypt, are subject to antidumping duty investigationsin
South Africa and Thailand, and are subject to aminimum pricein Argentina. Turkish cold-rolled sted products
are currently subject to antidumping findingsin Canada. The Government of Venezuela, before Sidor was
privatized in February 1998, reached a deal with Mexico regarding cold-rolled steel products.

1 CR at Table VI11-18, PR at Table VII-18. Ending inventories of producersin the subject countries were 3.24
(continued...)

25



Aswe discussed previoudy, domestically produced and imported cold-rolled carbon steel products
are at least moderately interchangeable, and price is asignificant factor in purchasing decisions. The
record indicates that the subject imports undersold the domestic product in the majority of comparisons
over the period examined, with underselling margins ranging from 0.1 percent to 74.7 percent.’

The average unit value of subject imports and the domestic like product confirm the pricing trends
shown by the specific product pricing data. The average unit value of subject imports increased by 8.4
percent between 1998 and 2000, from $432 to $468.1"® The average unit value for subject imports then fell
by 21.0 percent, to $380, in interim 2001, compared with $480 in interim 2000.1™ In contrast, the average
unit value for nonsubject imports decreased 7.3 percent between 1998 and 2000, from $472 to $438, then
increased by 2.3 percent in interim 2001 to $437, compared with $427 in interim 2000.1”® The average unit
value for domestic merchant market shipments fell 6.1 percent between 1998 and 2000, from $471 to $443,
and dropped 11.1 percent between interim 2000 and interim 2001."® The average unit value for total
domestic shipments, including internal transfers, fell 5.7 percent between 1998 and 2000, from $443 to
$418, and dropped 11.1 percent between interim 2000 and interim 2001.*""

These price declines correlate with the increasing level of subject importsin interim 2001 discussed
above. Nevertheless, the declining prices also coincided with decreasing demand for certain cold-rolled
steel products. Apparent consumption of certain cold-rolled stedl productsin the merchant market declined
by 15.5 percent from interim 2000 to interim 2001, following a 0.4 increase during 1998 to 2000.™
Overdl apparent consumption, including internal transfers, of certain cold-rolled steel products declined by
13.6 percent from interim 2000 to interim 2001, following a 1.0 percent decrease during 1998 to 2000.17
The convergence of likely increasing subject imports and declining prices supports the view that increased
imports are likely to suppress or depress future prices to a significant degree.*®

The data available at this preliminary phase of these investigations indicate that the increasing
subject import volume and price suppressing or depressing effects will likely adversely impact the domestic
industry’ s revenues and profitability. The increases in volume and market penetration of the subject
imports at the end of the period examined are particularly significant in light of the already deteriorating
performance and vulnerability of the domestic industry.

On merchant market sales, the industry’ s operating income as a percentage of net sales declined
from 3.0 percent in 1998, to aloss of 1.1 percent in 1999, and then improved dlightly to aloss of 0.7

71 (...continued)
million short tons in 1998 and 3.86 million short tonsin 2000. They increased to 3.73 million short tonsin
interim 2001, compared with 3.50 million short tons in interim 2000.

2 CRat V-22, PR at V-13; CR at Tables G-1 - G-4, PR at Tables G-1 - G-4.
3 CR at Table C-1, PR at Table C-1.

174 Id

175 E

16 CR at Table C-2, PR at Table C-2.

" CR at Table C-1, PR at Table C-1.

8 CR at Table C-2, PR at Table C-2.

™ CR at Table C-1, PR at Table C-1.

180 \We acknowledge that other factorsin the current market may be placing pressure on domestic prices (e.q.,
demand for hot-rolled steel, the level of specialization of the product, and whether sales are on a contract or spot
basis), we find that subject imports themselves have depressed prices to a significant degree. We will
examine those other factors further in the final phase investigations.
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percent in 2000.8! The industry’s operating income as a percentage of total net sales, including internal
transfers, declined from 3.0 percent in 1998, to aloss of 1.7 percent in 1999, and aloss of 1.9 percent in
2000.82 The dlight improvement in profitability in 2000 on merchant market operations is largely
attributable to an improvement in the first half of 2000, when certain subject imports were restrained by
provisional measures in the prior cold-rolled stedl investigations.®® The industry’ s results in the interim
period reflect a dramatic further decline, with an operating loss on merchant market sales of 12.5 percent in
interim 2001, compared with operating income of 3.0 percent in interim 2000.®* In the total market,
including interna transfers, the industry experienced an operating loss of 14.5 percent in interim 2001
compared with operating income of 2.0 percent in interim 2000.® This decline wasin large part due to
lower average prices which were reflected in lower average values for net sales.’® 187

Other performance indicators demonstrate the likely adverse impact of increasing subject import
volumes and adverse price effects. The industry’s capacity during 1998-2000 increased from 41.8 million
short tons to 44.5 million short tons, then remained essentialy flat in the interim period at 22.2 million
short tons.*®  The industry’s production increased from 35.2 million short tonsin 1998 to 37.5 million
short tons in 2000,*° but its production dropped from 19.9 million short tonsin interim 2000 to 16.8
million short tons in interim 2001.** Capacity utilization was 84.2 percent in 1998 and 2000, but it
declined from 89.4 percent in the first six months of 2000, to 75.6 percent in the first half of 2001.%*

The share of U.S. consumption accounted for by domestic producers in the total market, including
internal transfers, increased dightly, from 89.5 percent in 1998 to 92.8 percent in 2000.** However,
domestic producers market share declined in the interim period comparison for the total market from 93.7
percent to 91.9 percent.'*® The share of U.S. consumption accounted for by domestic producersin the

81 CR at Table VI-1, PR at Table VI-1.
82 CR at Table VI-5, PR at Table VI-5.
8 CR at Table C-3, PR at C-3.

8 CR at TableVI-1, PR at Table VI-1.

8 CR at Table VI-5, PR at Table VI-5. 19 of 23 domestic producers reported losses in the first half of 2001.
Id.

8 CR at VI-8, PR at VI-5. The average value of net salesin the merchant market declined from $473 per short
ton in 1998 to $446 per short ton in 2000. Ininterim 2001, the average value of net sales in the merchant market
was further depressed to $404, compared with $453 in the first half of 2000. CR at Table VI-1, PR at Table VI-1.
The average value of net sales in the entire market declined from $444 per short ton in 1998 to $419 per short ton
in 2000. Ininterim 2001, the average value of net sales in the entire market was further depressed to $379,
compared with $425 in interim 2000. CR at Table VI-5, PR at Table VI-5.

87 The industry’ s capital expenditures also declined from $469 million in 1998 to $325 million in 2000, but
increased in interim 2001 to $116 million, compared with $110 million in interim 2000. CR at Table VI-9, PR at
Table VI-9.

8 CR at Tablel11-2, PR at Table I11-2. Reported capacity was 22.2 million short tons in the first half of 2000
and the first half of 2001. 1d.

189 | 4.
0 d.
91 4.
%2 CR at Table V-9, PR at Table 1V-9.

193 Id
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merchant market also increased, from 76.9 percent in 1998 to 83.8 percent in 2000,** but then declined in
the interim merchant market comparison from 85.7 percent to 81.2 percent.”®® Theindustry’s total sales
increased from 35.0 million short tonsin 1998 to 37.4 million short tons in 2000, but then they declined in
the interim periods, when total sales dropped from 19.8 short tonsin interim

2000 to 16.8 million short tons in interim 2001.* The industry’s sales in the merchant market
increased from 14.0 million short tonsin 1998 to 15.2 million short tons in 2000, but then they declined in
the interim periods, when merchant sales dropped from 8.2 million short tonsin interim 2000 to 6.6 million
short tonsiin interim 2001.*"  Both productivity and the number of production-related-workers increased
during the period of investigation and then declined in the interim period comparisons.’*® Domestic
inventories were relatively unchanged during the period of investigation.’®® We find that the likely
increasing volume and suppressing and depressing price effects of subject imports will adversely impact the
domestic industry.

For the reasons stated above, we determine that there is a reasonabl e indication that the domestic
industry producing certain cold-rolled stedl products is threatened with material injured by reason of
imports of certain cold-rolled steel products from the subject countries that are allegedly subsidized and by
reason of imports of certain cold-rolled steel products that are alegedly sold in the United States at less
than fair value.

CONCLUSION

For the reasons stated above, we determine that there is a reasonabl e indication that the domestic
industry producing certain cold-rolled steel products is materialy injured or threatened with material injury
by reason of subject imports of certain cold-rolled steel products that are allegedly subsidized and/or sold in
the United States at less than fair value.

¥ d.
195 | 4.

1% CR at Table VI-1, PR at Table VI-1. Similarly, theindustry’s U.S. shipments increased from 13.5 million
short tonsin 1998 to 14.7 million short tons in 2000, but then declined during the interim periods from 7.9 to 6.3
million short tons. CR at Table C-2, PR at Table C-2.

¥ CR a Table VI-1, PR at Table VI-1. Similarly, theindustry’s U.S. shipments increased from 34.5 million
short tonsin 1998 to 36.9 million short tons in 2000, but then declined during the interim periods from 19.5 to
16.6 million short tons. CR at Table V-8, PR at Table 1V-8.

1% The industry’s production related workers increased from 26,458 in 1998 to 27,225 in 2000. CR at Table I11-
5, PR at Table I11-5. The number then declined from 27,797 in interim 2000 to 24,474 in interim 2001. 1d.
Productivity was 603 short tons per 1,000 hours in 1998 and 624 short tons per 1,000 hours in 2000. It declined
from 637 short tons per 1,000 hoursin interim 2000 to 623 short tons per 1,000 hoursin interim 2001 1d.

% | nventories were 2.08 million short tonsin 1998 and 2.06 million short tonsin 2000. CR at Table I11-4; PR
at Table111-4. Inthefirst half of 2001, inventories were just 1.91 million short tonsin comparison to 2.15 million
short tonsin the first half of 2000. Id.
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