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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. TA-421-4
CERTAIN DUCTILE IRON WATERWORKS FITTINGS FROM CHINA
DETERMINATION

On the basis of information developed in the subject investigation, the United States
International Trade Commission determines, pursuant to section 421(b){1) of the Trade Act of 1974, that
certain ductile iron waterworks fittings® from the People’s Republic of China are being imported into the
United States in such increased quantities or under such conditions as to cause market disruption to the
domestic producers of like or directly competitive products (68 FR 69421, December 12, 2003).

RECOMMENDATIONS ON PROPOSED REMEDIES

Chairman Deanna Tanner Okun, Commissioner Stephea Koplan, Commissioner Charlotte
R. Lane, and Commissioner Daniel R. Pearson propose that the President impose a tariff-rate quota on
imports of the subject ductile iron waterworks fittings from China as follows: in the first year, a tariff of
50 percent ad valorem, in addition to the current rate of duty, on imports over 14,324 short tons; in the
second year, a tariff of 40 percent ad valorem, in addition to the current rate of duty, on imports that
exceed 15,398 short tons; and in the third year of relief, a tariff of 30 percent ad valorem, in addition to
the current rate of duty, on imports that exceed 16,553 short tons. They further recommend that, if
applications are filed, the President direct the U.S. Department of Commerce and the U.S. Department of
Labor to provide expedited consideration of trade adjustment assistance for firms and/or workers affected
by the subject imports.

Vice Chairman Jennifer A. Hillman proposes that the President impose a quota, for a three-
year period, on imports of the subject ductile iron waterworks fittings from China as follows: 14,324
short tons in the first year of relief, 15,398 short tons in the second year of relief, and 16,553 short tons in
the third year of relief.

Commissioner Marcia E. Miller proposes that the President impose a duty, in addition to the
current rate of duty, for a three-year period, on imports of the subject ductile iron waterworks fittings
from China as follows: 50 percent ad valorem in the first year of relief, 40 percent ad valorem in the
second year of relief, and 30 percent ad valorem in the third year of relief.

BACKGROUND

Following receipt of a petition, on September 5, 2003, on behalf of McWane, Inc.,’ Birmingham,
AL, the Commission instituted investigation No. TA-421-4, Certain Ductile Iron Waterworks Fittings

Y19 US.C. §2451(b)(1).

? The products subject to this investigation are cast pipe or tube fittings of ductile iron (containing 2.5 percent
carbon and over 0.02 percent magnesitm or magnesium and cerium, by weight) with mechanical, push-on (rubber
compression) or flanged joints attached. Included within this definition are fittings of all nominal diameters and of
both full-bodied and compact designs. The imported products are provided for in statistical reporting number
7307.19.3070 of the Harmonijzed Tariff Schedule of the United States (HTS).

* McWane operates three subsidiaries that produce the subject products including: Clow Water Systems Co.,
Coshocton, OH; Tyler Pipe Co., Tyler, TX; and Union Foundry Co., Anniston, AL.



from China, under section 421(b) of the Act to determine whether certain ductile iron waterworks fittings
from China are being imported into the United States in such increased quantities or under such
conditions as to cause market disruption to the domestic producers of like or directly competitive
products. The petition also alleged under section 421(i)(1)(A) of the Act, that critical circumstances
exist with respect to imports of the subject product from China, and on October 20, 2003, the
Commission made a negative determination’ * with respect to whether delay in taking action under this
section would cause damage to the relevant domestic industry which would be difficult to repair

(68 FR 61013, October 24, 2003).

Notice of the institution of the Commission’s investigation and of the scheduling of a public
hearing to be held in connection therewith was given by posting a copy of the notice on the
Commission’s website (www.usitc.gov) and by publishing the notice in the Federal Register of
September 15, 2003 (68 FR 54010). The hearing was held on November 6, 2003 in Washington, DC; all
persons who requested the opportunity were permitted to appear in person or by counsel.

The views of the Commission are contained in USITC Publication 3657 (December 2003),
entitled Certain Ductile Iron Waterworks Fittings from China: Investigation No. TA-42]1-4.

1 Commissioner Lane made an affirmative critical circumstances determination.
* Commissioner Pearson did not participate in the critical circumstances determination.
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VIEWS OF THE COMMISSION ON MARKET DISRUPTION
L INTRODUCTION
A, Determination

Pursuant to section 421(b){1) of the Trade Act of 1974 (19 U.S.C. § 2451(b)(1}) and on the basis
of the information obtained in this investigation, the Commission determines that certain ductile iron
waterworks fittings (DIWF) from China are being imported into the United States in such increased
quantities or under such conditions as to canse market disruption to the domestic producers of DIWF.

B. Summary

The petition in this investigation was filed on September 5, 2003, by McWane, Inc., which owns
either directly or indirectly three (Clow Water Systems Co. (Clow), Tyler Pipe Industries (Tyler), and
Union Foundry Co. (Union)) of the six firms that produced DIWF in the United States during all or part
of the period examined. The other two remaining domestic producers are American Cast Iron Pipe Co.
(ACIPCO) and U.S. Pipe and Foundry Co. (U.S. Pipe).! The remaining principal parties to the
investigation include Chinese producers and exporters and three U.S. importers of DIWF from China:
Pipeline Components (Pipeline), SIGMA Corporation (SIGMA), and Star Pipe Products, Inc. (Star).

Waterworks fittings are used to join pipes, valves, and hydrants in straight lines and to change,
divert, divide, or direct the flow of raw or treated water (primarily in municipal water distribution
systems). The vast majority of DIWF are sold through waterworks distributors to contractors or
municipal or regional water authorities. The Chinese and domestic DIWF are used interchangeably, as
all are made to the same U.S. specifications, and most purchasers rated the domestic and Chinese
products comparable in quality. Demand for DIWF is associated with housing starts and other
construction starts, has been strong since 1998, and has risen each year, reflecting a strong construction
market for new homes.

The record before the Commission establishes that imports of DIWF from Ching are increasing
rapidly, both absolutely and relative to production and consumption, whether one uses 1998, the first
year of the period examined, as a base year, or 2000, the year prior to the most significant increase in
imports of DIWF from China. The rapid increase has not abated in 2003.

The record before the Commission establishes in addition that the domestic industry is materially
injured. U.S. producers reported *** and widening operating losses on their DIWF operations during the
laiter part of the period investigated, and their operating loss in interim 2003 was more than *** the
operating loss in interim 2002. The industry is experiencing a sharp and recent drop in domestic output,
a 2003 plant closing, and reductions in the operations of at least two other plants. McWane curtailed
production and hours, reduced shifts, and laid off workers at its facilities, including the closure of its
recently installed “GFD” molding line at its Union Foundry facility in August 2003. Despite an increase
in domestic consumption of DIWF in each year of the period examined, domestic production and
shipments of DIWF peaked in 1999 and have declined since. In the recent period, domestic producers
have *** in an effort to regain market share. Finally, employment and hours worked both fell over the
period examined, with the largest one-year decline occurring in 2002,

The record before the Commission indicates clearly that rapidly increasing imports of DIWF
from China are a significant cause of market disruption to the domestic industry. We considered

! A sixth firm, Griffin Pipe Products (Griffin), produced DIWF in the United States through 1999.
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information relevant to the three statutory factors that relate to our causation analysis, i.e., the volume of
imports from China, the effect of these imports on prices, and the effect of these imports on the domestic
industry.

Concerning volume, imports of DIWF from China and shipments of imports from China are
rapidly increasing. Shipments of imports from China also have captured a rapidly increasing share of the
domestic market, displacing domestic sales.

Concerning price, the rapid increase in imports of DIWF from China coincided with continuing
significant underselling of the domestic products by the subject imports and declining prices of both.
Domestic prices began to fall in the latter part of 2001 and continued to fall in 2002 as shipments of
imports from China grew by 42.5 percent in 2001 and by an additional 12.7 percent in 2002. Domestic
prices also were suppressed due to the effects of the rising volume of substitutable imports from China
that prevented domestic producers from passing along increased costs in the form of higher prices.

Concerning the effect of imports on the domestic industry, we find a direct and significant
connection between the rapidly increasing imports of DIWT from China since 2000 and the recent and
sharp decline in industry indicators. While there was a rise in U.S. apparent consumption of DIWF in
sach year of the period examined, including since 2000, the industry is operating at a loss, and this loss is
increasing. There is evidence of plant and production line shutdowns and worker layoffs, stagnant or
declining production, shipments, employment, capacity, and capacity utilization, and falling domestic
prices. The decline in these industry indicators has been greatest since 2000, and has coincided with the
rapid increase in DIWF imports from China, which has also occurred since 2000. For example, as stated
above, McWane halted production on its recently installed molding line at its Union Foundry facility in
August 2003. McWane approved the plans to install this production capacity in 1999, premised in part
on its view that the market would continue to expand and the new equipment would increase the
efficiency of the Union facility. The production line began operating in 2000, the year before subject
imports began their rapid increase. McWane closed this line as subject imports of that particular size
began their increase. Moreover, the rising volumes of DIWF imports from China have displaced
comparable domestic sales; this displacement has led to reduced domestic production, shipments, sales,
and employment. The lower volume of domestic sales also has contributed to the poor financial results
by reducing the number of units over which domestic producers could spread their fixed costs.

Finally, we considered other factors that may be contributing to the condition of the industry,
including non-subject imports, the domestic industry’s imports or purchases of non-subject imports,
McWane’s capital and other expenditures to address safety and environmental issues, the domestic
industry’s rising internal costs, and whether DIWF is considered by domestic producers to be a product
of secondary importance to their operations. While several of these factors have had some negative
impact on the domestic industry over the period examined, we do not find that these other factors,
whether considered separately or together, sever the causal link between imports of DIWF from China
and injury to the domestic industry.

C. Background and scope of investigation

The Commission instituted this investigation effective September 5, 2003, following receipt of a
petition filed by McWane, Inc., Birmingham, AL. The petition alleged that DIWF from China are being
imported into the United States in such increased quantities or under such conditions as to cause or
threaten to cause market disruption to the domestic producers of like or directly competitive products.
The petition also alleged that critical circumstances exist and requested that provisional relief be
provided. On October 20, 2003, the Commission made a negative critical circumstances determination,



and specifically determined that delay in taking action would not cause damage to the domestic industry
which would be difficult to repair.?
The imported DIWF from China that are the subject of this investigation consist of the following:

cast pipe or tube fittings of ductile iron (containing 2.5 percent carbon and over 0.02
percent magnesium or magnesium and cerium, by weight) with mechanical, push-on
(rubber compression) or flanged joints attached. Ductile iron waterworks fittings are
used to join pipes, valves, and hydrants in straight lines or to change, divert, divide, or
direct the flow of water or sewage in municipal utility and industrial piping systems.
Included within this definition are fittings of all nominal diameters and of both full-
bodied and compact designs.

Waterworks fittings are used to join pipes, valves, and hydrants in straight lines and to change,
divert, divide, or direct the flow of raw or treated water (primarily in municipal water distribution
systems).” Waterworks fittings are produced in a variety of shapes, including bends, tees, crosses,
elbows, wyes, reducers, and adapters.! Ductile iron is the material of choice for fittings used in
waterworks applications.” DIWF are produced in a range of sizes. The most common sizes sold in the
U.S. market are 4 inches, 6 inches, and 8 inches in nominal diameter, and fittings of 30 inches and below
account for approximately 90 percent of the domestic market.® Ductile iron waterworks fittings below 42
inches in nominal diameter are used primarily in municipal water distribution systems, while those above
42 inches are produced primarily for wastewater treatment plants,” DIWF are produced in both a lighter
weight “compact” form and in a heavier weight “full-bodied” form.*

All waterworks fittings and accessories sold in the U.S. market must conform to standards set by
the American Waterworks Association (AWWA) and the American Nationa) Standards Institute (ANSI).”
Because all the subject waterworks fittings sold in the United States conform to AWWA/ANSI
specifications, the domestic and imported products generally are recognized as interchangeable."

Six firms produced DIWF in the United States during all or part of the period examined. Three
of those firms, Clow Water Systems Co. (Clow), Tyler Pipe Industries {Tyler), and Union Foundry Co.
(Unicn), are owned either directly or indirectly by McWane, Inc., the petitioner. Tyler is the largest U.S.
producer of DIWF.!! Two other firms also currently produce DIWF in the United States, American Cast

* Certain Ductile Iron Waterworks Fittings from Ching, Inv. No. TA-421-4 (Critical Circumstances Phase),
USITC Pub. 3642 (October 2003). Commissioner Lane determined that delay in taking action would cause damage
to the domestic industry which would be difficult to repair; Commissioner Pearson did not participate in the critical
circumstances determination.

¥ Confidential Staff Report (CR) at I-5; Public Staff Report (PR) at I-4.
4CR at I-5; PR at [-4.

S CR at I-6; PR at I-4,

*CR at I-6-7, PR at I-5.

"CRatl-5,7; PR at 1.5,

® CR at I-6; PR at I-5.

®CR atI-7; PR at I-5. In general, state and local building codes require that pipes and fittings in connection
waterworks meet standards established by AWWA and ANSI, as appropriate.

Y CR atI-7; PR at I-5. AWWA/ANSI standards cover compact fittings of 3 to 36 inches and full-bodied fittings
of 3 to 48 inches in nominal diameter. Id.

! CR at I-17-18; PR at I-10.



Iron Pipe Co. (ACIPCO), and 1J.S. Pipe and Foundry Co. (U.S. Pipe)."? A sixth firm, Griffin Pipe
Products (Griffin), produced DIWF in the United States through 1999. Griffin **+.2 Clow, Tyler, and
Unicn produce smaller sizes of DIWF, while U.S. Pipe produces a wide range of sizes, and ACIPCO
produces mostly larger sizes.

The vast majority of DIWF sold in the United States, whether domestically produced or imported
from China, are sold through waterworks distributors, also known as “waterworks houses,” for sale to
contractors or municipal or regional water authorities. Only a limited quantity of DIWF is sold directly
to contractors, or to municipal or regional water authorities.”

The Commission obtained data from 14 Chinese firms that produce DIWF for sale in the U.S.
market. As a practical matter, the only Chinese firms that may successfully compete in the U.S. market
are those certified to produce DIWF to 1).S. AWWA/ANSI standards. DIWF made in China to Chinese
market standards are not sold in the U.S. market, and DIWF made in China to U.S. standards are not sold
in China."® Other sources of DIWF imports include Brazil, Korea, India, and Mexico."

D. Statutory framework

The determination that the Commission must make is set out in section 421(b)1)"® of the Trade
Act, which states in part that the Commission, upon the filing of 2 petition or receipt of a request or
resolution, shall promptly conduct an investigation —

to determine whether products of the People’s Republic of China are being imported into
the United States in such increased quantities or under such conditions as to cause or
threaten to cause market disruption to the domestic producers of like or directly
competitive products.

This standard is satisfied if the following conditions are met —

1 there is market disruption or the threat of market disruption to domestic
Y p
producers of the like or directly competitive products; and

2) imports from China are in such increased quantities or under such conditions as
to cause or threaten to cause such market disruption.

2CRat-19; PR at I-11.
BCRatI-19; PR at J-11.

' CR at I-17-20; PR at I-9-10. Clow produces DIWT ranging from 2 to 36 inches nominal diameter (ND) and in
bend and tee shapes; Tyler produces DIWF ranging from 3 to 24 inches ND and in all standard shapes (bends, tees,
reducers, sleeves, etc.); Union produces DIWF ranging from 3 to 24 inches ND and in all shapes (bends, tees,
reducers, sleeves, etc.); ACIPCO produces DIWF ranging from 14 to 64 inches ND and in all shapes (bends, tees,
reducers, sleeves, etc.); and U.8. Pipe produces DIWF ranging from 3 to 64 inches NI and in all standard shapes
{bends, tees, reducers, sleeves, etc.). Id.

5 CR at I-9; PR at I-6.

' CR at IV-1; PR at IV-1.

"CR at V-7; PR at V-5.

¥ 19 UL.S.C. § 2451(b)(1).



The term “market disruption™ is defined in section 421(c)(1)"* to exist —

whenever imports of an article like or directly competitive with an articie produced by a
domestic industry are increasing rapidly, either absolutely or relatively, soastobe a
significant cause of material injury, or threat of material injury, to the domestic industry.

Thus, in order to determine that market disruption exists, the Commission must find that each of three
conditions is satisfied —

(1) imports of the subject product from China are increasing rapidly, either
absolutely or relatively;

(2) the domestic industry is materially injured, or threatened with material injury;
and

3) such rapidly increasing imports are a significant cause of the material injury or
the threat of material injury.?”

Section 421(d)** provides that the Commission, in determining whether market disruption exists,
shall consider objective factors, including —

{1) the volume of imports of the product which is the subject of the investigation;

(2) the effect of imports of such product on prices in the United States for like or
directly competitive articles; and

(3) the effect of imports of such product on the domestic industry producing like or
directly competitive articles.

Section 421(d) further provides that the presence or absence of any of these three factors “is not
necessarily dispositive of whether market disruption exists.”

IL WHETHER MARKET DISRUPTION EXISTS

A, Domestic industry

Section 421(c) defines the domestic industry in terms of the producers of “like or directly
competitive” products. In making its determination under section 421{c), the Commission follows a two-

step practice of first determining what constitutes the product like or directly competitive with the
imports subject to the investigation, and then identifying who produces it (the domestic industry).”

¥ 19 U.S.C. § 2451(c)(1).

2 Section 421(c)2) further states that the term “significant cause” refers “to a cause which contributes
significantly to the material injury of the domestic industry, but need not be equal to or greater than any other cause.”
19UB.C. § 2451(c)(2).

219 US.C. §2451(d).
2 See e.gg., Certain Brake Dyums and Rotors from China, Iny. No. TA-421-3, USITC Pub. 3622 {Aug. 2003) ar 7.
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1. Like or directly competitive domestic article
(a) The statutory framework and Commission practice

When assessing what constitutes the like or directly competitive product, the Commission
applies the definitions of “like or directly competitive™ in the legislative history of what is now section
202 of the Trade Act” and considers such factors as (1) the physical properties of the article, (2) its
customs treatment, (3) its manufacturing process (i.e., where and how it is made), (4) its uses, and (5) the
marketing channels through which the product is sold.* If the Commission finds that there is domestic
production of a like product, it has not found it necessary to look further and deterninie whether there is
also domestic production of directly competitive products.” The Commission considers the decision
regarding the like or directly competitive product to be a factual determination.”

Once the Commission has identified the like or directly competitive goods, it then determines
whether there are clear dividing lines between the domestic goods, and thus whether there are one or
several domestic products like (or directly competitive with) the imported goods.”

Based on the information developed during the critical circumstances phase of this investigation,
the Commission found, for purposes of the determination in that phase of the investigation, that
domestically produced DIWF are like the imported Chinese DIWF described in the Commission’s Notice
of Investigation. It made that finding based on consideration of the evidence relating to the five factors
listed above.”® The Commission considered arguments made by one of the respondents that it should find
that large and small diameter DIWF are separate like products, but based on the evidence, found one like
product, with the various diameters and types part of a continuum of products.?’

(b) Arguments of the parties

[n their pre-hearing briefs and at the hearing the parties expressed general agreement with the
findings made by the Commission during the critical circumstances phase with respect to the like or
directly competitive product and the domestic industry. Petitioner expressed agreement.”® At the
November 6 hearing, counsel for the Chinese respondents stated that they did “not have an issue or
disagreement” with the Commission’s findings on like product in the critical circumstances phase of the
investigation.®' Similarly, none of the other respondents expressed disagreement with the like product

B See e.g., Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (Aug. 2003) at 7.

* See e.g., Certain Ductile Iron Waterworks Fittings from China, Inv. No. TA-421-4 (Critical Circumstances
Phase), USITC Pub. 3642 (October. 2003} at 5.

 See e.g., Certain Ductile Iron Waterworks Fittings from China, Inv. No. TA-421-4 (Critical Circumstances
Phase), USITC Pub. 3642 (October 2003) at 5.

% See e.g., Certain Brake Drums and Rotors from China, Inv, No. TA-421-3, USITC Pub. 3622 (Aug. 2003) at 8.
7! See e.g., Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (Aug. 2003} at 8.

2 Certain Ductile fron Waterworks Fittings from China, Inv. No. TA-421-4 (Critical Circumstances Phase),
USITC Pub. 3642 (October 2003) at 5.

B Certain Ductile Iron Waterworks Fittings from China, Iny, No. TA-421-4 (Critical Circumstances Phase),
USITC Pub. 3642 (October 2003) at 5-6.

3 See Petitioner’s pre-hearing brief at 2.
3 Confidential hearing tr. at 313 (Mr. Loeb).



findings made by the Commission during the critical circumstances phase, or again argued that the
Commission should find that large and small diameter DIWF are separate like products.

ic) Analysis

As during the critical circumstances phase, after considering the factors the Commission
traditionally applies (i.e., physical properties, customs treatment, production processes and facilities,
uses, and marketing channels), including additional information and arguments with respect to these
factors, we find that domestically produced DIWF are like the imported DIWF from China described in
the Notice of Investigation. We also find that the various types and sizes of domestic DIWF are part of a
continuum, with no clear dividing line between them.

We begin our analysis by examining the imported product. Our Notice of Investigation describes
the imported product as follows:

cast pipe or tube fittings of ductile iron (containing 2.5 percent carbon and over 0.02
percent magnesium or magnesium and cerium, by weight) with mechanical, push-on
(rubber compression) or flanged joints attached. Ductile iron waterworks fittings are
used to join pipes, valves, and hydrants in straight lines or to change, divert, divide, or
direct the flow of water or sewage in municipal utility and industrial piping systems.
Included within this definition are fittings of all nominal diameters and of both full-
bodied and compact designs.

Physical properties. We find that the physical properties of the domestic products and the
subject imports are substantially identical in that both possess chemical and physical properties that meet
specifications for use in waterworks applications established by the AWWA and ANSI** We find that
the imported and domestic products are interchangeable because all the subject waterworks fittings sold
in the United States must conform to AWWA/ANSI specifications.®® We also find that DIWF are
distinct in chemical and physical properties from other cast iron fittings in that the iron from which they
are made includes magnesium, which gives the iron added strength, corrosion resistance, and ductility.*

Customs treatment. We find that the various types and sizes of DIWF fall within a single HTS
statistical reporting number.

Manufacturing process. We find that domestic and imported DIWF are produced by the same
manufacturing process. DIWF are produced in two principal stages, casting and finishing, which include
machining and coating.”> The evidence indicates that imported and domestic DIWF are produced in a
similar manner, although the domestic manufacturing process may be more automated.” The evidence
also indicates that domestic plants that produce DTWF can produce a wide range of diameters of DIWF in
the same plant.”’ However, we note that the evidence indicates that no one domestic plant has the tooling

%2 Staff conference (SC), tr. at 69; see also petition at 5.
¥ CRatI-7; PR at I-5.

3¢ Petitioner’s post-conference brief at 4.

3 Petition at 5; CR at I-8; PR at I-6.

36 SC r. at 73 (Mr. Green).

¥ QC tr. at 71 (Mr. Green).



to produce all 1,500 or so configurations of DIWF products,*® and there is some tendency of plants to
focus on smaller or larger size ranges of fittings.”

Uses. We find that the subject imports and domestic product have the same uses — i.¢., as fittings
that meet AWWA and ANSI specifications for use in waterworks applications.*” This is further
confirmed by responses to Commission questionnaires. All six producers and seven of 11 importers
reported that U.S., Chinese, and non-subject DIWF are used interchangeably.*

Marketing channels. We find that the vast majority of imported and domestic products are sold
through waterworks distributors known as “waterworks houses.” Waterworks houses account for more
than 90 percent of all DIWF sold in the United States; only a limited quantity is sold directly to
contractors or municipal or regional water authorities.**

In view of the similarity in physical properties, uses, manufacturing process, customs treatment,
and marketing channels for the imported and domestically produced DIWF products, we find that
domestically produced DIWF are “like” the imported DIWF. We also find one like product, with the
various diameters and types part of a continuum of products. The various sizes and types of DIWF have
the same physical attributes in terms of materials, general appearance, and finishing, are largely produced
in the same plants and on the same equipment, are used for the same end uses (in waterworks), and are
largely sold through the same marketing channels. There is no clear dividing line among domestic
producers or plants. While no one domestic producer produces every size and type of DIWF,* the
evidence indicates that domestic producers as a whole produce a full range of sizes,* and the range of
sizes produced in one domestic plant overlaps, to at least some degree, with the sizes produced in other
domestic plants. For example, U.S. Pipe produces both Jarge and small diameter DIWF, and ACIPCO,
which produces primarily larger diameter DIWF, produces DIWF that overlaps in diameter with the
DIWF produced by McWane.**

2. The domestic indusiry

Neither section 421 nor its legislative history defines the term “domestic industry.” However,
the term is defined in other statutory authorities. Section 202(c)(6)(A)(i) of the Trade Act (19 U.S.C. §
2252(c)(6)(AX1)) defines the term “domestic industry” to mean —

with respect to an article, the domestic producers as a whole of the like or directly competitive
article or those producers whose collective production of the like or directly competitive article
constitutes a major proportion of the total domestic production of such article.

 SC 1r. at 72 (Mr. Waugaman).

3 See exhibit 4 to SIGMA post-conference brief,
4 CR at V-10; PR at V-6.

T CR at V-10; PR at V-6.

“2 CR at 1-9; PR at I-6.

Y CR at1-17-20; PR at I-9-11.

*“ CR and PR, Table I-3.

“ CR at1-17-20; PR at [-9-11.
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In previous section 421 investigations, having found domestic production of a like product, the
Commission found the domestic industry to consist of the domestic firms and workers producing that
product.*® We follow that practice here.

In the current case, the Commission identified five firms that currently produce DIWF: Clow,
Tyler, Union, ACIPCO, and U.S. Pipe. The Commission collected financial and other data from them."
We find the domestic DIWF operations of these five firms and of Griffin during 1998-99 (o constitute the
relevant domestic industry.

B. Rapidly increasing imports

Statutory framework. The first of the three statutory criteria for finding market disruption
requires that the Commission find that imports of a product from China “are increasing rapidly, either
absolutely or refatively.” Thus, under the statute, the increase must be occurring “rapidly,” in either
absolute or relative terms. The statute suggests that the rapid increase should be recent or continuing, as
opposed to in the distant past. Section 421 does not otherwise define “rapidly increasing” or the timing
or circumstances of the increase.

Arguments of the parties. The parties disagree with respect to whether imports are increasing
rapidly. Petitioner states that imports from China have increased rapidly in both absolute and relative
terms, whether examined over the five-year period covered by the Commission’s investigation or a more
recent period.** Petitioner states that imports, in absolute terms, increased by *** percent between 1998
and 2002, and by 67.9 percent between 2000 and 2002, and were higher in interim 2003 than in interim
2002 Petitioner asserts that imports also increased rapidly relative to domestic production and
domestic consumption.”

The Chinese respondents assert that the increasing rapidly test is not met in this case for two
reasons: (1) imports are not increasing rapidly, and (2) the increase that did occur was outside the
relevant time period for section 421. To evaluate whether imports are increasing rapidly, they assert that
the Commission in this case should use 2001-2003 data.’’ They argue that the assessment of imports
from China under section 421 begins with China’s WTO accession, which occurred in December 2001,

- and that 2001 data should serve as a baseline for measuring the presence of rapidly increasing imports in
2002 and later.® They assert that the rate of increase in imports from China during the most recent 2-3
year period has been “moderate, not rapid” in both absolute and relative terms.>

* See, e.g., Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (August 2003) at
14.

*” The Commission also collected information from a sixth firm, Griffin Pipe Products, for part of the period
examined. Griffin ceased domestic production in 1999,

“ Petitioner’s pre-hearing briefat 8, 11.

* Petitioner’s pre-hearing brief at 7-8.

* Petitioner’s pre-hearing brief at 11-12.

*! Chinese respondents’ pre-hearing brief at 11. To do so, they annualize first half 2003 data.
52 Chinese respondents’ pre-hearing brief at 11-12.

%3 Chinese respondents’ pre-hearing brief at 13.

54 Chinese respondents’ pre-hearing brief at 14.
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Other respondents similarly argue that imports of DIWF from China are not rapidly increasing.
They also argue that the Commission’s analysis should focus on the period after China’s accession to the
WTO,” and that the increase since 2001 has been small.** One respondent atiributes the increase in 2001
to the revocation in 2000 of an antidumping duty order on DIWF from China,” and another asserts that
the apparent increase in market share of subject imports from China is likely the result of product mix
changes between full-bodied and compact DIWF.*®

Finding. We find that imports of DIWF from China are increasing rapidly, both absolutely and
relative to production and consumption. Qur finding is the same whether we use 1998, the first year of
the period examined, as a base year, or use 2000 as the base year.

In making our finding, we considered the arguments of the parties with respect to the time period
we should consider in deciding whether the subject imports are increasing rapidly. While the statute
suggests that the increase should be a recent, continuing event, as we indicate above, neither the statute
nor its legislative history provides express instruction on the matter. We disagree with respondents that
the Commission is required to use 2001 as the base year for determining whether imports from China are
rapidly increasing.* % ¢!

% Pre-hearing brief of SIGMA at 4-5; pre-hearing brief of Star Pipe Products at 4; pre-hearing brief of Pipeline
Components, Inc. (PCI), at 4.

3 Pre-hearing brief of SIGMA at 3; pre-hearing brief of Star Pipe Products at 2; pre-hearing brief of PCI at 7.
57 Pre-hearing brief of PCI at 8.
5% Pre-hearing brief of Star Pipe Products at 5.

* Moreover, to use respondents’ recommended time frame would require the Commission to rely upon annualized
first-half 2003 data, something the Commission declines to do, given that the DIWF market exhibits some seasonal
characteristics. CR at V-8; PR at V-5,

® In Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (August 2003) at 16, n.
65, Chairman Okun and Commissioner Koplan stated that they would focus their analysis on the more recent time
rather than the beginning of the period of investigation because it is more relevant to the purpose underlying the
statute. Commissioner Pearsen joins their analysis. First, the legislative history to section 421 states that the
legislation “implements the anti-surge mechanism established under the U.S.-China Bilaterat Trade Agreement.”
Second, Congress specifically designed the product specific safeguard to “address concerns about potential increased
import competition from China in the futare.” U.S. House of Representatives, Committee on Ways and Means,
Permanent Normal Trade Relations with the People’s Republic of China, H.R. No. 106-632, 106® Cong., 2™ Sess.,
at 16, 19 (emphasis added). Chairman Okun and Commissioners Koplan and Pearson interpret the section 421
legistative history as providing relief only if market disruption occurs or continues after China’s accession to the
World Trade Crganization (December 2001). At this early stage since China’s WTO accession, they examine the
time period after accession in the context of what has occurred precéding accession. Thus, Chairman Okun and
Commissioners Koplan and Pearson use 2000, the recent time period before accession, as the base year for
determining whether subject imports of DIWF from China have been increasing rapidly. They also note that the
legislation implementing the bilateral accession agreement was enacted in October 2000, which precedes the large
increase of DIWF imports that occurred int 2001.

® Vice Chairman Hillman and Commissioner Miller also focus their analysis on the most recent time rather than
the beginning of the period of investigation. However, they do not view the date of China’s WTO accession as
relevant for determining the period for assessing whether imports are rapidly increasing. The statute does not link
the Commission’s analysis to the accession date. Section 421 replaced section 406 of the Trade Act (which pertains
to Communist countries generally} as the safeguard mechanism for obtaining temporary China-specific import relief,
Section 421 was not intended to make relief more difficult to obtain than it was under section 406. Section
406(e)(2)(B)(i} specified that imports are “increasing rapidly if there has been a significant increase in such imports
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The data show that imports of DIWF from China, in absolute terms, increased in all but one year
of the period investigated, were at their highest full year level in 2002, and were higher in interim 2003
than in interim 2002. Most of the increase has occurred since 2000; in 2002 imports of DIWF from
China were 69.7 percent higher than the 2000 level, and in interim 2003 such imports were 1.8 percent
higher than in interim 2002.%

The ratios of imports of DIWF from China to U.S. production and U.S. consumption also rose
during the period examined, including between interim 2002 and interim 2003; as in the case of absolute
imports, most of the increase took place between 2000 and 2002. The ratio of imports from China to
U.S. production more than doubled between 1998 and 2002. Most of the increase has occurred since
2000, and the ratio was more than 10 percentage points higher in 2001 and 2002 than in 2000; the ratio
was 4.8 percentage points higher in interim 2003 than in interim 2002.% The ratio of imports from China
to U.S. apparent consumption showed similar trends, nearly doubling between 1998 and 2002. Most of
the increase has occurred since 2000, and the ratio was higher in interim 2003 than in interim 2002.%

We acknowledge respondents’ arguments that import increases have been small since 2001. In
our view, the large size of the increase from 2000 to 2001 (65.2 percent), and the fact that the imports
have continued to grow since 2001, satisfy the statutory requirement that imports are rapidly increasing.
The increase in shipments of imports from China into the U.S. market lends further support to this
conclusion. After increasing 42.5 percent in 2001, shipments grew a an additional 12.7 percent in 2002
and grew by 9.5 percent between interim 2002 and interim 2003,

We also constdered respondents’ arguments concerning the effects of revocation of the
antidumping order and a possible change in the mix of the Chinese product. With respect to respondents’
argument that the increase in imports was the result of the revocation in 2000 of the antidumping order
on DIWF from China, as the Commission has stated in earlier section 421 cases, the question before the
Commission in deciding whether the first criterion is met is whether the subject imports are increasing
rapidly, not the reason for the increase.®® Accordingly, any effects of the revocation are not relevant to
the issue of whether imports are “increasing rapidly.” One respondent aiso claims that the increase in
imports was due to a rising share of Chinese product that was heavier, full-bedied DIWF. With respect
to the mix of the Chinese products between compact and full-bodied DIWF, Commission data show
significant increases in the share of LS. commercial shipments for both compact and full-bodied Chinese
DIWF since 1998, and particularly since 2000, and that the share of the U.S. market held by both types of

(either actual or relative to domestic production) during a recent period of time.” In this case, consistent with this
provision, they have examined imports both since 1998 and since 2000, with particular emphasis on the latter.

2 CR and PR, Table V-2. Specifically, imports of DIWF from China increased from *** short tons in 1998 to ***
short tons in 1999, fell to 14,768 short tons in 2000, and then increased to 24,404 short tons in 2001, and 23,070
short tons in 2002. Imports were 13,772 short tons in Janvary-June 2002 (interim 2002), and 14,022 short tons in
the same interim period of 2003.

¢ CR and PR, Table V-2. The ratio increased from *** percent in 1998, to *** percent in 1999, declined to ***
percent in 2000, increased to *** percent in 2601, and then fell to *** percent in 2002. The ratio was *** percent in
interim 2002 and *** percent in intetim 2003.

% CR and PR, Table C-1. The ratio of imports from China to U.8. apparent consumption increased fr